REPUBLIC OF KENYA

OAGH

OFFICE OF THE AUDITOR-GENERAL
Enhancing Accountability

. S Y
rwm—-m_ *

REPORT 69

il THE NATIONAL ASSEMBLY
PAPFRS 1 ATD

DATE: 05 APR 22 f==—c)

DAY,  }!

I SOOI

]

ONTABLED |,
H E : V.
; j 1“»' o

[Ste [ Waedwa. M o

28

THE AUDITOR-GENERA

ON

CONSOLIDATED FUND

FOR THE YEAR ENDED
30 JUNE, 2017







GENERAI
OF THE AUDITOR
ogmoc%m 30084 - 00100, NAIROBI
T T RRAISTRY

ng Fe3 1372

THE REPUBLIC OF KENYA

FINANCIAL STATEMENTS FOR THE CONSOLIDATED FUND

FOR THE FINANCIAL YEAR ENDED 30™ JUNE 2017




Government of Kenya
Financial Statements for the Consolidated Fund
For the year ended 30" June 2017

Table of Contents Page
1  Overview of the Consolidated FUnd .......ccccciciiiiiniciisinninnainisasssassansssssssssisonssossssiasinsssssasasssssfoose i
2 Statement of ResponSibililyuusesosmvasasmssonssemssersamsmssmsramsssmmmamm s vii
3 The Statement of Consolidated Fund for the year ended 30™ June 2017........ccceeervueeeurerueerrncens 1
4  Breakdown of the Consolidated Fund by ACCOUNLS ......cccieeeiiiirereeeeeiiirreeeeeeersrinreeesssssneeessnseeesns 2
9  Significant Acconnting PolCIES..oxsrosovemmmassnassasssesnmssrosmnmmssmnswomseasunsanms sl 7
6 Noféstotlié Financial StAteMent v anniwinnummimss immuninmssssisists ssasssssinsmsssssissinisodhss 9
6.1 Repeipts in the Conselidated Fillill sssanssrommuavnmmmmsmammmmssmsomimi o s ssms b g 9
6.2 Statement of Exchequer Receipts and Transfers............oooeceeveiiiiiiiiiiiiiiieiee e, 11
6:3 Statement of ReceiVers of ReVeTilie i msmiiv o sttt ammsimbiissastsmmesimmmsmesne ottt 17
64 Datiestic Bomowing AvCOUBS mesnmmmmminsnisasinisariiismbmmms s 20
65 Statement.ol Special FiNds:. o sisasmsimsamibsiamsmdmmiissmiosss bt il 23
6.6 Statemeit'of Special Projects Deposit ACCOURS s s inss 555855 sassnrsinosivonssiovsssirssssilh 25
6.7 Statement of E-Citizen revenue control aCCOUNLS ........cccueeeiviiiiiriieeiiiiieeeiie e 26
6.8 Statement of East Africa Visa TOUrISt ACCOUNES ......oevvvuiririiiiiiiiieeeeiiie e 28
0:9 PriorY €8 AQiUSTIIEING sessistiosiisnstonbs huedsissns i ts e anssh s s sahan oS Eh a3 55 48 sasiansonivenigil 31
Appendix 1: Statement of Actual Receipts and Net Exchequer Issues as at 30*" June, 2017 ......... 32

Appendix 2: Detailed movement of the Special Project Deposit Accounts for the year ended 30"
INEE 21T siissevnsimommaninvinmnidissiinsisimmis ionmstuisme i T R T e 41

Table of Contents



Government of Kenya
Financial Statements for the Consolidated Fund
For the year ended 30" June 2017

ABBREVIATIONS

A-I-A - Appropriations in Aid

CARA -  County Allocation Revenue Act

CBK - Central Bank of Kenya

FY - Fiscal Year

IDA - International Development Agency
IPSAS - International Public Sector Accounting Standards
KRA - Kenya Revenue Authority

KShs - Kenya Shillings

MDAs - Ministries, Departments and Agencies
OAG - Office of the Auditor General

PDLF -  Petroleum Development Levy Fund
PFM - Public Financial Management

RDLF - Railway Development Levy Fund
RMLF -  Roads Maintance Levy Fund

NTSA - National Transport and Safety Authority
VAT - Value Added Tax
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1 Overview of the Consolidated Fund

1.1 Legal Framework

Atrticle 206 (1) of the Constitution of Kenya established the Consolidated Fund into which shall
be paid all money raised or received by or on behalf of the National Government except money
that:
a) is reasonably excluded from the Fund by an Act of Parliament and payable into another
public fund established for a specific purpose.

b) may, under an Act of Parliament, be retained by the State organ that received it for the
purpose of defraying the expenses of the State organ. Such includes Appropriation in Aid
(AIA).

Section 17 of the Public Finance Management (PFM) Act, 2012 mandates the National Treasury
to account for the Consolidated Fund in the the National Exchequer.

Further, Article 206 (2) of the Constituion of Kenya stipulates that money may be withdrawn
from the Consolidated Fund only:

a) in accordance with an appropriation by an Act of Parliament;
b) in accordance with Article 222 or 223; or
c) as acharge against the Fund as authorised by the Constitution or an Act of Parliament.

Further Section 17 (4) of the PFM Act, 2012 requires the National Treasury to seek approval
from the Controller of Budget for any withdrawal from the Consolidated Fund. The voted
entities that received funds from the Consolidated Fund include National Government
Ministries, Departments and Agencies and County Governments. These entities are responsible
for administration of their respective budgets.

Government Revenue is received through designated Receivers of National Government
Revenue as appointed by the Cabinet Secretary to the National Treasury pursuant to Article 209
of the Constitution. The Receivers of Revenue are responsible for receiving, accounting and
remitting the revenues to the Consolidated Fund. Section 50 (6) of the PFM Act, 2012 also
requires the National Treasury to remit the proceeds of any loan raised under the provisions of
the PFM Act, 2012 into the Consolidated Fund.

Overview of the Consolidated Fund i
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1.2 Scope of the Consolidated Fund

This report provides accountability for the Consolidated Fund for the finanical year ended 30"
June 2017 and consolidates the following :

The Exchequer account,

The domestic borrowing accounts through which loan proceeds from treasury bonds,
treasury bills, commercial financing are collected before remittance to the Consolidated
Fund,

The overdraft account,

The revenue collection accounts,

Special project deposit accounts,

E-Citizen revenue control accounts; and

East Africa Tourist Visa accounts

The report also includes statement of monies received and paid out of the special funds that are
authorised by legislation other than an Appropriation Act. Funds collected by Kenya Revenue
Authority being the appointed Collector of Revenue are remitted directly to these funds. These
funds include the following:

The Petroleum Development Levy Fund (PDLF) (consolidated within the National
Treasury receiver of revenue financial statements),

The Railway Development Levy Fund (RDLF),

The Road Maintenance Levy Fund (RMLF); and

The Import Declaration Fee (10%) Fund (IDFF).

The report also includes financial statements of the various Receivers of Revenue that were
appointed by the Cabinet Secretary, National Treasury to receive National Government revenue
pursuant to Section 75 (1) of the PFM Act, 2012. These include the following:

o e e B

} ( i* 'L } Ls.; ”' €r &J.-,s- ‘&.Ll‘ ST B0 R SRR RSB RNE Se  e
R.1071 | Principal Secretary to the Natlonal Treasury Taxes

Principal Secretary to the National Treasury — Resource Mobilisation

2 | R.1071 | Department

3 | R.1071 | Principal Secretary to the National Treasury — Public Debt

4 | R.1071 | Principal Secretary to the National Treasury — Pensions

5 | R.1112 | Principal Secretary to the Ministry of Lands and Physical Planning
Principal Secretary to the State Department for Housing & Urban

6 | R.1094 | Development

7 | R.1091 | Principal Secretary to the State Department of Infrastructure

8 | R.1261 | Chief Registrar - The Judiciary

9 | R.1161 | Principal Secretary to the State Department for Agriculture

10 | R.1023 | Principal Secretary to the State Department for Correctional Services
Solicitor General, Office of the Attorney General and Department of

11 | R.1251 | Justice
Principal Secretary to the State Department for Broadcasting &

12 | R.1123 | Telecommunication

Overview of the Consolidated Fund ii
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1.3

1.3.1

13 | R.1095 | Principal Secretary to the State Department for Public Works

14 | R.1021 | Principal Secretary to the State Department for Interior
Principal Secretary to the State Department for Fisheries and the Blue
15 | R.1164 | Economy

16 | R.1191 | Principal Secretary to the Ministry of Mining

The special project deposit accounts are accounts into which development partners deposit
funds before disbursing to the Exchequer accounts for onward transfer to projects or directly to
projects.

The e-citizen accounts are accounts into which monies are received for public related services
before disbursing to the Receivers of Revenue accounts for onward transfer to the Exchequer
or directly to implementing agencies offering the service.

The East Africa Tourist Visa accounts are accounts into which monies are received from the
Immigration and Foreign Affairs collections departments for the East Africa tourist visa before
being disbursed under an agreed sharing arrangment to the treasuries of the three partner states
i.e the Republic of Kenya, Republic of Rwanda and the Republic of Uganda. The Republic of
Kenya shared revenue is received into the National Treasury Receiver of Revenue account for
onward transfer to the Exchequer.

Overall Performance

Below is an overview of the consolidated fund the fiscal year ended 30" June 2017.

Opening Balance 99,96 (17,943) 117,906 (657%)
Total Receipts 2,086,304 1,912,066 174,238 9%
Transfers from the

Exchequer (1,996,989) (1,793,741) (203,248) 11%
Other Transfers (78,812) (31,232) (47,580) 152%
Prior Year Adjustment (1,685) 30,814 (32,499) (105%)
Closing Balance : 108,781 99,964 8,817 9%

Total receipts increased by 9% from prior year mainly due to increased tax collections and an
increase in external borrowings.

Transfers from the Exchequer also increased by 11% due to increased budgetary allocations.

Receipts

The consolidated fund receipts are derived from domestic and external resources. Domestic
resources mainly comprise of taxes collected by the Kenya Revenue Authority (KRA), being the
principal tax revenue collection agent for the government and remitted to the consolidated fund.
Other receipt sources include domestic and external loans and grants. Domestic and external
loans are treated on a cash basis and are therefore included in the government receipts.

Overview of the Consolidated Fund iii
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The total consolidated fund receipts for FY 2016/2017 amounted to KShs 2,086.3 Billion, an
increase of approximately 9% from KShs 1,912.07 Billion for FY 2015/2016 and analysed

below:
Tax Receipts 1,253,552 1,109,155 144,397 13%
Non Tax Receipts 156,586 116,298 40,288 35%
External Grants 14,372 14,683 311 (2)%
External Loans 246,638 182,048 64,590 35%
Domestic Borrowing 415,156 489,882 (74,726) (15%)
Total Receipts 2,086,304 1,912,066 174,238 9%

Tax receipts relate to levies collected by Kenya Revenue Authority and other government
agencies.

Non tax receipts relate to receipts collected mainly by special funds and receivers of revenue and
that is not directly related to taxation.

The increase in tax receipts by 13% is attributable to growth in the consumption taxes (VAT) by
21.5%, corporation tax by 18.2% and domestix excise tax by 13.3% attributed to enhanced
compliance measures. Customs taxes also increased by 14.9% largely due to tighter enforcement
measures through among others, benchmarking of cargo values to address undervaluation,
greater use of scanners, and stricter application of cargo auction processes.

The increase in non tax receipts by 35% is attributed to an increase in profits and dividends from
state corporations and other agencies as well as increased surplus from regulatory authorities.

Decrease in domestic borrowings by 15% is attributed to reduction in Treasury Bills borrowing
by KShs 71,998 Million in FY 2016/17.

External borrowings increased by 35% during the financial year to finance the FY 2016/17
budget.

The diagram below depicts the composition of the consolidated fund receipts for the fiscal year
ended 30™ June 2017.

Total Consolidated Fund Receipts

Domestic
Borrowing 20%

External Loans |
12%
External Grants.
1%
Non Tax Receipts/
7%

Tax Receipts 60%
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1.3.2 Transfers from the Exchequer

An appropriation Act and a County Allocation Revenue Act (CARA) is required to authorize the
withdrawal of funds from the Consolidated Fund. The National Treasury is required to seek the
Controller of Budget’s approval before withdrawing from the Exchequer Account to the
respective National and County Government entities bank accounts.

Entities that receive funds from the Exchequer Account include National Government Ministries,
Commissions, Departments, and Agencies (MDAs) and Consolidated Fund Services (CFSs) in
accordance with the Appropriation Act and County Governments in accordance with the County
Allocation Revenue Act (CARA). These entities are responsible for administration of their
respective approved budgets.

The total transfers disbursed to the National Government voted Ministries, Departments and
Agencies (MDAs), Consolidated Fund Services (CFSs) and County Governments from
Exchequer in the fiscal year ended 30 June 2017 amounted to KShs 1,997 Billion, an increase
of approximately 11% from KShs 1,794 Billion in the fiscal year ended 30th June 2016, as shown

below:

Transfers to MDASs - Recurrent 819,941 720,284 99,657 14%
Transfers to MDAs -

Development 394,229 333,170 61,059 18%
Transfers to Counties 284,709 264,039 20,670 8%
Transfers to Consolidated Fund

Services 498,110 476,248 21,862 5%
Net transfers from exchequer 1,996,989 1,793,741 203,248 11%

The increase in transfers is attributed to increased budgetary allocation.

Transfers from the Exchequer

Transfers to MDAs -
Recurrent
41%

Tranc &
iransrers to

Co

14%

Transfers to MDAs -
Development
20%
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1.3.3 Other Net Transfers and Payments

Other net transfers and payments include transfers from special funds to public entities, direct
transfers to projects from the special deposit project accounts, exchange differences on
translations of closing balances on special deposit, e-citizen and East Africa tourist visa foreign
denominated accounts to reporting currency, transfer to counties and other receivers from the e-
citizen accounts and inter account balances between the overdraft account and Treasury Bills
and Treasury Bonds.

1 "
INet 1 ransier:

Nt -~ » > \ | 1
Pavments 30 June 201 30 June 2016

| Fiias ~ KShs Million | KShs Million |
Transfers from the
Special Funds to Public
Entities (83,768) (54,898) (28,870) 53%
Other net transfers 4,956 23,666 (18,710) (79%)
Total Other net
Transfers and
Payments (78,812) (31,232) (47,580) 152%

The increase in transfers to public entities from the special funds is attributed to increased
collection of the road maintainance levy for the period ended 30" June 2017 by 35% compared
to prior period ended 30" June 2016.

Overview of the Consolidated Fund vi
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2 Statement of Responsibility

Section 80 of the Public Finance Management (PFM) Act, 2012 requires the National Treasury to
prepare annual financial statements that consolidate the financial statements prepared by all
National Government entities, in accordance with the accounting policies and formats prescribed
by the Public Sector Accounting Standards Board. The National Treasury is required to submit
these financial statements to the Auditor General and a copy to the Controller of Budget and the
Commission on Revenue Allocation by 315 October 2017.

The financial statements for the Consolidated Fund relate to the financial year 2016/2017 and
comprise of the Exchequer account, Receivers of Revenue accounts, the Special Funds (the
Petroleum Development Levy Fund (consolidated within the National Treasury receiver of revenue
financial statements), the Road Maintenance Levy Fund, the Railway Development Levy Fund and
the Import Declaration Fee (10%) Fund), the Exchequer deposit accounts (Overdraft, Treasury
Bonds and Treasury Bills accounts), the Special Project Deposit accounts, the E-Citizen revenue
control accounts and the East Africa Tourist Visa accounts.

The Consolidated Fund financial statements have been prepared on a going concern basis, and are
based on accounting policies which have been consistently applied and supported by reasonable
and prudent judgments of estimates.

To the best of our knowledge, these statements as set out on pages 1 to 63 are complete and
accurately prepared for the financial year ended 30" June 2017.

FCPA Bernard Ndungu, MBS

Director General, Accounting Services & Quality Assurance
National Treasury

31% January, 2022

CPA Julius Muia, PhD, CBS
Principal Secretary

National Treasury

315t January, 2022

National Treasury & Planning
315t January, 2022

Statement of Responsibility vii
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REPORT OF THE AUDITOR-GENERAL ON CONSOLIDATED FUND FOR THE YEAR
ENDED 30 JUNE, 2017

REPORT ON THE FINANCIAL STATEMENTS
Opinion

| have audited the accompanying financial statements of the Consolidated Fund set out
on pages 1 to 31, which comprise the consolidated statement of receipts and transfers
for the year ended 30 June, 2017 and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. | have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

In my opinion, the financial statements of the Consolidated Fund presents fairly, in all
material respects, the financial performance of the Fund for the year ended
30 June, 2017, in accordance with International Public Sector Accounting Standards
(Cash Basis) and comply with the Public Finance Management Act, 2012.

Basis for Opinion

1e audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of the Consolidated Fund Management in
accordance with ISSAI 130 on Code of Ethics. | have fulfilled other ethical responsibilities
in accordance with the ISSAI and in accordance with other ethical requirements
applicable to performing audits of statement of the financial statements in Kenya. | believe
that the audit evidence | have obtained is sufficient and appropriate to provide a basis for
my opinion.

Emphasis of Matter

Overall Government Performance

The audit of sets of revenue statements of the individual receivers of revenue for the year
1ded 30 June, 2017 indicates that only six (6) or 40% of the fifteen (15) audited had an

unqualified opinion while eight (8) or 53.33% had qualified opinion. The remainder one
(1) or 6.67% had a disclaimer of opinion as summarized below:

Report of the Auditor-General on Consolidated Fund for the year ended 30 June, 2017
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2015/2016 2016/2017
No. of No. of
Revenue Revenue

Audit Opinion statements | Percentage | statements | Percentage
Unmodified 4 36.36% 6 40.00%
Qualified 3 27.27% 8 53.53%
Adverse 2 18.18% 0 0.00%
Disclaimer 2 18.18% 1 6.67%
TOTALS 11 100.0% 15 100.0%

My opinion is not modified based on the effects of the above matter.
Key Audit Matters

Key audit matters are those matters that, in my professional judgement, were of most
significance in my audit of the Consolidated Fund of the current year. | have determined
that there are no key audit matters to communicate in my report.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, | confirm that, nothing has come to my attention to cause me to believe that
public resources have not been applied lawfully and in an effective way.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 4000. The standard requires that |
comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. | believe that the audit evidence | have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion
As required by Section 7(1)(a) of the Public Audit Act, 2015, based on my audit

procedures performed, | confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.

Report of the Auditor-General on Consolidated Fund for the year ended 30 June, 2017
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Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that | plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overall governance were
operating effectively, in all material respects. | believe that the audit evidence | have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of Consolidated
Fund financial statements in accordance with International Public Sector Accounting
Standards (Cash basis) and for maintaining effective internal control as Management
determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error and for its assessment of the
effectiveness of internal control risk management and overall governance.

In preparing the consolidated fund statements, Management is responsible for assessing
The National Treasury’s ability to continue to sustain services, disclosing, as applicable,
matters related to sustainability of services and using the going concern basis of
accounting unless Management is aware of the intention to terminate the Consolidated
Fund or to cease operations.

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

In addition to the responsibility for the preparation and presentation of the Consolidated
Fund financial statements described above, Management is also responsible for ensuring
that the activities, financial transactions and information reflected in the financial
statements are in compliance with the authorities which govern them, and that public
resources are applied in an effective way.

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

Auditor-General’s Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with

Report of the Auditor-General on Consolidated Fund for the year ended 30 June, 2017
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Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with ISSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

In addition to the audit of the consolidated fund statements, a compliance audit is planned
and performed to express a conclusion about whether, in all material respects, the
activities, financial transactions and information reflected in the consolidated financial
statements are in compliance with the authorities that govern them in accordance with
the provisions of Article 229(6) of the Constitution and submit the audit report in
compliance with Article 229(7) of the Constitution.

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

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

As part of an audit conducted in accordance with ISSAIs, | exercise pfofessional
judgement and maintain professional skepticism throughout the audit. | also:

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

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Management.

Report of the Auditor-General on Consolidated Fund for the year ended 30 June, 2017
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e Conclude on the appropriateness of the Management’s use of the applicable basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the
Government’s ability to continue to sustain its services. If | conclude that a material
uncertainty exists, | am required to draw attention in the auditor’s report to the related
disclosures in the consolidated financial statements or, if such disclosures are
inadequate, to modify my opinion. My conclusions are based on the audit evidence
obtained up to the date of my audit report. However, future events or conditions may
cause the National Government to cease to continue to sustain its services.

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

o Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Consolidated Fund to express an opinion on the financial
statements. :

e Perform such other procedures as | consider necessary in the circumstances.

| 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.

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

Nahc athunmgu
AUDITOR-GENERAL

Nairobi

28 October, 2021

Report of the Auditor-General on Consolidated Fund for the year ended 30 June, 2017
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3 The Statement of Consolidated Fund for the year ended 30" June 2017

This statement represents consolidation of receipts and transfers that are related to the Consolidated

Fund.

99,963,349,279

Opening Balances (17,943,437,901)
Receipts

Tax Receipts 6.1.1 1,253,551,928,050 1,109,155,125,308
Non Tax Receipts 6.1.2 156,585,893,769 116,297,920,094
External Grants 6.1.3 14,371,810,088 14,682,936,998
Proceeds from Domestic Borrowings 6.1.4 415,155,569,645 489,882,190,962
Proceeds from External Borrowings 6.1.5 246,639,017,869 182,047,786,019
Total Receipts 2,086,304,219,421 1,912,065,959,381
Transfers

Budgetary Transfers from Exchequer

Transfers to MDASs - Recurrent 6.2.6 (819,940,446,000) (720,283,801,227)
Transfers to MDAs - Development 6.2.6 (394,229,440,637) (333,170,357,470)
Transfers to County Goverments 6.2.6 (284,708,455,000) (264,038,639,996)
Transfers to Consolidated Fund Services 6.2.6 (498,110,300,908) (476,248,207,207)
Net transfers from exchequer (1,996,988,642,545) (1,793,741,005,900)
Other Transfers and Payments

Transfers from the Special Funds to Public

Entities 6.5 (83,768,150,338) (54,897,703,932)
Other net transfers 4 4,955,804,554 23,665,546,895
Total Other net Transfers and Payments (78,812,345,784) (31,232,157,037)
Total Transfers (2,075,800,988,329) (1,824,973,162,937)
Opening Balance - Special Project Deposit

accounts 6.6 - 30,817,545,170
Opening Balance - E-Citizen accounts 6.7 185,823,065 -
Opening Balance - East Africa Tourist Visa

accounts 6.8 37,504,003 -
Prior Year Adjustment 6.9 (1,908,009,593) (3,554,434)
Closing Balance 108,781,897,846 99,963,349,279

financial statements. The report covers the twelve months period ended 30™ June 2017/and the ac ompapying

The accounting policies and explanatory notes to these financial statements fortn 7" integral part of the

comparatives cover the twelve month period ended 30" June 2016.

............ i I Iz
FCPA Bernard Ndungu, MBS

Director General, Accounting Services &
Quality Assurance

National Treasury

315t January, 2022

CPA Jona W‘Lla

Ag. Director Accounting Services
National Treasury

31% January, 2022

The Statement of Consolidated Fund Accounts for the year ended 30" June 2017 1
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. Government of Kenya
Financial Statements for the Consolidated Fund
For the year ended 30" June 2017

5 Significant Accounting Policies

a) Basis of preparation

The Statement of Consolidated Fund Accounts has been prepared in accordance with the cash-basis
International Public Sector Accounting Standards (IPSAS) as prescribed by Public Sector
Accounting Standards Board and set out in the accounting policy note below.

b) Reporting entity

This report has been prepared by the National Treasury.

¢) Receipts

Receipts include collections by the Receivers of Revenue and deposited in the Consolidated Fund
pursuant to Article 206 of the Constitution of Kenya. This Article requires that all revenue collected
by the National Government shall be deposited in the Consolidated Fund management through the
National Exchequer Account maintained at the Central Bank of Kenya.

The receipts collected include tax collections, grants from development partners, proceeds from
domestic loans and external lenders and any other revenue that the Receivers of Revenue have been
designated to collect.

Tax receipts collected by appointed agents such as Kenya Revenue Authority are recognized once
they are remitted to the designated Receiver of Revenue.

d)  Grants and loans from Development Partners

Grants and loans received from development partners are recognized as receipts when the funds are
received in the Consolidated Fund. The movement and the balances held in these accounts, if any,
are disclosed by way of notes to the Statement of Consolidated Fund.

e) Budgetary Transfers

Budgetary transfers relate to disbursements to National Governments voted entities and County
Governments pursuant to the Appropriation Act and the County Allocation of Revenue Act
(CARA) respectively subject to approval by Controller of Budget. These disbursements are
regarded as “transfers” rather than expenditures. Actual payments against these transfers are
reflected in the financial statement of the entities.

f) Bank and Cash balances

Bank and cash balances relate to cash equivalent comprising of cash in transit and bank balances
held in the consolidated accounts.

g) Restriction on Cash

Restricted cash represents amounts that are limited/restricted from being used to settle a liability
for at least twelve months after the reporting period. This cash is limited for direct use as required
by stipulation. There were no restrictions on cash during the year.

Significant Accounting Policies 7
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h) Elimination

The financial statements are aggregated on a line by line basis with the inter-entity transactions of
receipts and payment being eliminated at consolidation level to avoid overstatement of receipts or
payments.

i) Presentation Currency

The financial statements are presented in Kenya Shillings (KShs), which is the functional and
reporting currency of the Government and all values are rounded to the nearest Kenya Shilling.

Significant Accounting Policies 8
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6 Notes to the Financial Statements
6.1 Receipts in the Consolidated Fund

6.1.1 Tax Receipts

Tax receipts relate to remittances from Kenya Revenue Authority (KRA) to the Principal Secretary
National Treasury being the designated Receiver of Revenue and are summarized below;

KSh:

Taxes on Income, Profits and Capital Gains 627,469,093,794 564,572,172,084
Taxes on Property 78,720,154 35,940,314
Taxes on Goods and Services 504,507,993,930 429,425,876,090
Taxes on International Trade & Transactions 112,890,047,204 104,819,796,814
__gyher Taxes 8,606,072,968 10,301,340,006
Total Tax Receipts 1,253,551,928,050 1,109,155,125,308

6.1.2 Non Tax Receipts

Non tax receipts relates to fees and charges collected by designated Receivers of Revenue as shown

below:

30" June 2017

KShs

Administrative Fees

21,210,771,150

13,811,217,311

Property Income

30,804,100,849

21,859,662,457

Fines, Penalties and Forfeitures

1,083,409,439

1,470,152,225

Sale of Goods and Services

1,181,721,284

3,308,361,086

Receipts from Railway Development Levy Fund

18,939,933,523

17,060,929,683

Receipts from Road Maintenance Levy Fund

69,113,788,000

51,170,784,000

Receipts from Import Declaration Fee (10%) Fund 787,939,623 -
Other Receipts 13,464,229,901 7,616,813,332
Total 156,585,893,769 116,297,920,094

See note 6.3 for a breakdown of the portion of Non Tax Receipts by Receiver of Revenue.

6.1.3 Grants

Some development partners channel their grants through the Exchequer Account while others
channel their grants through the MDA as Appropriation in Aid. The grants channelled through the

Exchequer Accounts are summarized below:

s
KShs |

Grants from Fofeig Governments 7,036,151,651 9,926,286,32 "
Grants from International Organizations 7,335,658,437 4,756,650,866
Total Grants 14,371,810,088 14,682,936,998
See note 6.2.3 for a detailed breakdown by development partners.
Notes to the Financial Statements 9
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6.1.4 Sale Proceeds from Domestic Borrowings

The following represents borrowings received into the deposits accounts that include the Treasury

Bonds and Treasury Bills.

Domestic borrowing

Treasury Bonds new issues 329,143,390,680 284,089,798,849
Treasury Bills (net) 86,012,178,965 205,792,392,113
Total domestic borrowings 415,155,569,645 489,882,190,962

6.1.5 Proceeds from External Borrowings

The following represents borrowings received into the deposits accounts that include commerial
loans and borrowings from Foreign Governments and International Organisations.

External borrowing

Commercial Loans

186,302,594,108

134,932,200,817

Borrowings from Foreign Governments and
International Organizations

60,336,423,761

47,115,585,202

Total External borrowings

246,639,017,869

182,047,786,019

External borrowing is largely received through the Exchequer. However, the consolidated fund
statement also includes activities of the special project deposit accounts through which some
external borrowings are disbursed as shown below.

External Borrowings received through the Exchequer

224,185,147,118

|

177,235,155,514

External Borrowings received via Special Project
Deposit accounts

22,453,870,751

4,812,630,505

Total External borrowings

246,639,017,869

182,047,786,019

See note 6.2.5 for a detailed breakdown of external borrowing by development partners received

through the Exchequer.

Notes to the Financial Statements
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6.2 Statement of Exchequer Receipts and Transfers

This statement summarizes the receipts and transfers through the Exchequer Account for the

financial year ended 30" June 2017.

The receipts represent Government revenue collected and received by the designated Receivers of
Revenue and deposited into the Exchequer Account. The transfers represent the disbursements
made to National Government Ministries, Departments and Agencies and County Governments
pursuant to an Appropriation Act and CARA respectively.

Y > i
30" June 2016

~ KShs |

| Opening balance 59,808,758,120 203,491,419
Receipts

‘Income Tax 6.2.2 1,253,462,715,509 1,109,082,233,905
Non Tax Income 6.2.2 60,849,307,895 46,101,203,494
Grants 6.2.3 14,371,810,089 14,682,936,998
Net Domestic Borrowing 6.2.4 414,990,100,000 506,244,742,690
External Borrowing 6.2.5 224,433,972,940 177,235,155,514
Total Receipts 1,968,107,906,433 1,853,346,272,601
Transfers from the Exchequer
National Government Recurrent 6.2.6 819,940,446,000 720,283,801,227
National Government Development 6.2.6 394,229,440,637 333,170,357,470
Consolidated Fund Services 6.2.6 498,110,300,908 476,248,207,207
Total National Government 1,712,280,187,545 1,529,702,365,904
County Government 6.2.6 284,708,455,000 264,038,639,996
Total Transfers 1,996,988,642,545 1,793,741,005,900
Excess of Receipts over transfers during (28,880,736,112) 59,605,266,701
the Year

Closing Cash Book balance 30,928,022,008 59,808,758,120

Notes to the Financial Statements 11
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6.2.2 Income Tax and Non Income Tax Receipts
The following analysis shows the types of receipts collected in the National Exchequer account:

‘\ Income Tax

' Taxes on Income, Profits and Capital Gains 627,469,093,795 564,563,468,536

[, Taxes on Goods and Services 603,046,912,768 519,336,821,738

| Taxes in International Trade and Transactions 22,946,708,946 25,181,943,631
Total income tax 1,253,462,715,509 1,109,082,233,905

{ Non Income Tax

r

| Other taxes

51,613,288,614

42,873,176,007

‘\ Fines, Penalties and Forfeitures 1,518,212,097 2,278,336,400
‘\ Other Receipts Not Classified Elsewhere 7,717,807,184 949,691,087
G Total non-income tax 60,849,307,895 46,101,203,494

6.2.3 Grants

The direct budget support received from development partners is channelled through the National
Exchequer Account and is summarized below:

Organizations

Grants from Foreign Governments and International

30 June 201

KSh

14,371,810,089

30t June 2016

KShs

14,682,936,998

Grand total

1 14,371,810,089

14,682,936,998

The grants received through the National Exchequer Account is summarised below by the

development partners.

Grants from Foreign Governments and

International Organisations

Government of Italy 28,000,000 688,960,000

African Union Mission in Somalia (AMISOM) 7,335,658,437 4,756,650,865

Danish International Development Agency

(DANIDA) . 762,678,020 2,138,131,584

International Development Asssociation (IDA) 3,245,350,362 4,296,409,230

The Global Fund 1,639,199,558 1,310,987,559

The United Nations Children's Fund (UNICEF) 13,721,280 488,394,200

Swedish International Development Cooperation

Agency (SIDA) 897,492,985 400,000,000

Japan International Corporation (J ICA) 11,880,000 299,000,000

Common Market for Eastern and Southern Africa

(COMESA) - 232,000,000

International Fund for Agricultural Development

(IFAD) 129,969,553 39,321,590

African Development Bank (ADB) - 24,851,416

United Nations Development Programme (UNDP) 19,999,000 8,230,555

United Nations Enviromental Programme (UNEP) 9,500,000 -
Notes to the Financial Statements 14
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World Food Programme 110,000,000 -
Deutsche Gesellschaft fur Internationale

Zusammenarbet GI1Z 3,985,200

United National Population Fund (UNFPA) 164,375,695 -
Total 14,371,810,089 14,682,936,998

6.2.4 Transfers from Domestic Borrowings Accounts to Exchequer Account

The proceeds from sale of Treasury Bills are booked on a net basis. The proceeds from domestic
borrowings are summarised below:

30" June 201

. |
w1}

Treasury Bonds 328,990,100,000 281,411,581,649
Treasury Bills (net) 86,000,000,000 224,833,161,041
Net proceeds 414,990,100,000 506,244,742,690

6.2.5 Transfers of Proceeds from External Borrowings to Exchequer Account
The following loans amount was received through the National Exchequer Account as summarised

below:
Commercial Financing 186,302,594,108 145,031,200,688
Borrowings from International Organizations 38,131,378,832 32,203,954,826
Total 224,433,972,940 177,235,155,514

The proceeds from External Borrowings received through the National Exchequer Account is
summarised below by the development partners.

Notes to the Financial Statements 15
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6.2.6 Exchequer Transfers

The summary details of exchequer transfers per institution are shown below:

Commercial Financing

African Export-Import Bank (AFREXIM BANK) 10,114,000,000 10,099,000,000
Syndicated Loan 110,969,311,208 74,332,200,688
Eastern and Southern Africa Trade and Development

Bank 65,219,282,900 -
Government of China - 60,600,000,000
Total commercial financing 186,302,594,108 145,031,200,688
Borrowings from International Organisations

International Development Association (IDA) 34,834,808,495 28,829,297,087
International Fund for Agricultural Development

(IFAD) 709,881,493 798,315,588
Agence Francaise de Development (AFD) - 888,692,181
The United Nations Children's Fund (UNICEF) - 548,390,340
Japan International Corporation (JICA) ~1,394,400,000 436,358,796
Danish International Development Agency

(DANIDA) 36,978,144 409,170,477
African Development Bank (ADB) 179,112,321 136,701,705
The Global Fund 912,842,393 97,353,858
KFW Bank - Government of Germany 63,355,986 59,674,794
Total borrowings from International “ "
Organisations 38,131,378,832 32,203,954,826
Total 224,433,972,940. 177,235,155,514

National Government Recurrent Appendix 1.1 819,940,446,000 720,283,801,227
National Government Development Appendix 1.2 394,229,440,637 333,170,357,470
National Government CFS Appendix 1.3 498,110,300,908 476,248,207,207
County Governments Appendix 1.4 284,708,455,000 264,038,639,996
Net Exchequer Transfers 1,996,988,642,545 ' 1,793,741,005,900

See Appendix 1 for a detailed analysis of the above exchequer transfers by entity.

Notes to the Financial Statements
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6.5 Statement of Special Funds

Special Funds are entities authorised by legislation other than an Appropriation Act to receive
and pay out money. These funds include the Petroleum Development Levy Fund (consolidated
within the National Treasury receiver of revenue financial statements), Railway Development
Levy Fund, Road Maintenance Levy Fund and the Import Declaration Fee (10%) Fund.

Pursant to the enactment of Miscellaneous Fee and Levies Act No. 29 of 2016, the Import
Declaration Fee (10%) Fund was established in the financial year 2016/17. Out of the import
declaration fee which is 2% of the customs value collected by the Kenya Revenue Authority,
10% of the fee is paid into the Import Declaration Fee (10%) Fund established and managed in
accordance with the Public Finance Management Act, No. 18 of 2012. The monies in the fund
are to be used for payment of Kenya’s contribution to the African Union and any other
international organisation to which Kenya has a financial obligation. There was no disbursement
from this fund in the financial year 2016/17.

This statement summarizes the receipts and transfers through the three Special Funds for the
financial year ended 30" June 2017.

Total Opening :
Balances 15,022,970,285 16,021,491,000 - 31,044,460,285 17,710,451,534
Total Receipts 18,939,933,523 69,113,788,000 787,939,623 88,841,661,146 68,231,712,683
Transfers to

public entities* | (23,299,550,338) | (60,468,600,000) - | (83,768,150,338) | (54,897,703,932)
Surplus 10,663,352,470 24,666,679,000 787,939,623 36,117,971,093 31,044,461,285
Represented

by:

Bank Balances 10,663,352,470 24,666,679,000 787,939,623 36,117,971,093 31,044,460,285

*The table below summarized the transfers made from the Special Funds to the respective public

entities:

Railway Development Levy Operations Account 23,299,550,338 14,353,521,932
Road Maintenance Levy Fund

Kenya Roads Board 775,027,000 649,272,000
Kenya National Highways Authority 20,459,228,000 11,940,280,000

Kenya Rural Roads Authority

10,893,617,000

9,188,761,000

Kenya Urban Roads Authority 5,106,383,000 4,307,232,000
Kenya Wildlife Service 500,000,000 287,149,000
State Department of Infrastructure 5,000,000,000 2,871,488,000
County Governments ** 7,500,000,000 3,300,000,000
Road Annuity Programme 9,800,000,000 8,000,000,000
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Others 434,345,000

Total 60,468,600,000 40,544,182,000

Grand Total 83,768,150,338 54,897,703,932

** The table below represents a reconciliation of the amounts disbursed by the Road Maintenance
Fund against amounts received and recorded by the County Governments. The resultant variances
are due to timing differences.

Fuel Levy 7,500,000,000 4,306,807,616 3,193,192,384 | See Note 1 below.

Coffee Cess - 106,833,127 (106,833,127) | See Note 2 below.
Total 7,500,000,000 4,413,640,743 3,086,359,257
Notes

1. The Road Maintenance Levy Fund in the period ended 30th June 2017 transferred KShs 4.3
Billion to the County Governments and accrued KShs 3.2 Billion whose total amount
resulted to KShs 7.5 Billion. Further, in same the period ended 30th June 2017, the Road
Maintenance Fund’s budget amounted to KShs 7.5 Billion while CARA’s budget amounted
KShs 4.3 Billion resulting in the underlying difference of KShs 3.2 Billion. The resultant
difference was however subsequently regularized in the financial year 2017/18 when
CARA’s budget resulted to KShs 11 Billion while that of Road Maintenance Fund resulted
to KShs 7.8Billion as a results of the same difference.

2. Coffee Cess funds were accrued for by the Road Maintenance Levy Fund in the period
ended 30th June 2016 and disbursed to the County Governments in the period ended 30th
June 2017 leading to a timing difference of KShs 107 Million.
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6.6 Statement of Special Projects Deposit Accounts

6.6.1 Flow of Donor Funds/Disbursements

The development partners disburse grants or loan proceeds to the government, using a Special
Project Deposit accounts to finance eligible expenditures as they are incurred. These accounts
are maintained either at CBK or commercial banks and are managed by the National Treasury
through Central Bank of Kenya. Upon request by the National Treasury, the funds are disbursed
through the Exchequer account and then remitted to the beneficiary Project through the
respective voted Ministry or Department.

At the request of the National Treasury, disbursements may be made from the Special Deposit
Account directly to the the project or to the suppliers for payment of goods or services.

6.6.2 Summary of movement of funds during FY 2016/2017

During the financial year 2016/2017 the accounts had an opening balance of Kshs 21.9 Billion
(PY: Kshs 30.8 Billion), received Kshs 66.88 Billion (PY: Kshs 47.75 Billion) from the
development partners, disbursed a total of Kshs 65.43 Billion (PY: Kshs 56.79 Billion) and
ended with a closing balance of Kshs 23.67 Billion (PY: Kshs 21.92 Billion).

The summary movement of funds through these accounts are shown below while the detailed
movement indicating the project number is provided under Appendix 2:

30 June 2017 30" June 2016

KSh KSh!

Opening balance ©21,923,878,070 :

Opening balance adjustments

30,817,545,170

mfieceipts from development partners

66,875,906,911

47,745,871,335

Disbursements to projects through the Exchequer
Accounts*

(44,670,861,984)

(42,933,240,960)

Payments to supplier or direct transfer to projects (20,754,700,266) | (13,862,348,395)
Exchange gain 291,146,553 156,050,920
Closing balance represented by bank balances 23,665,369,284 21,923,878,070

* Receipts from the development partners is made up of the following:

30" June 2017

30™ June 2016

Grants from international organisations 4

KSh!

7,036,151,651

KShs

9,926,286,133

External borrowings from international

organisations 4 37,634,710,333 33,006,954,827
Total Receipts 44,670,861,984 42,933,240,960
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6.7 Statement of E-Citizen revenue control accounts
6.7.1 Flow of Funds

As part of the transformation in the delivery of Government services, a Presidential Directive
was issued on 30" November 2013 requiring all payments into Government to be digitalized
starting 1%t April 2014, this was to enhance the efficiency of service delivery to citizens while
enabling them to pay for the services more conveniently.

Subsequently, a Taskforce on Government Digital Payments was established vide Gazette
Notice No 2725 of April 24" 2014 to spearhead the digitization of Government payments.

The Taskforce set up the e-citizen portal which was integrated with mobile money and
visa/credit card payment providers to enable citizens make electronic payments for services
requested through the portal. Funds collected from various payment providers are settled into a
collection bank account and the Government revenues transferred to the entities accounts at the
Central Bank of Kenya.

6.7.2 Summary of movement of funds during FY 2016/2017
During the financial year 2016/2017 the accounts had an opening balance adjustment of Kshs
185.82 Million, received KShs 9.97 Billion for public related services, disbursed KShs 6.09
Billion to National Goverment Receivers of Revenue and KShs 3.34 Billion to County

Governments and other Receivers, incurred other charges amounting to KShs 28.64 Million and
ended with a closing balance of KShs 703.47 Million.

The summary movement of funds through these accounts are shown below:

30" June 20

Opening balance -

Opening balance adjustment

185,823,065

Receipts

Safaricom Mpesa (Paybill N0.206206)

5,050,108,850

KCB (Cash Deposits & Card Centre)

3,048,532,229

Equity 34,625,897
Airtel 2,215,032
Mobikash B
Kenswitch 202,400
KCB (USD Account) 1,835,333,287
Total Receipts 9,971,017,695

Disbursements to National Government Receiver of Revenues

Principal Secretary - State Department of Interior

(5,687,197,770)

Office of The Attorney General and Department of Justice

(252,653,887)

Principal Secretary - Ministry of Land, Housing and Urban

Development (146,057,390)
Principal Secretary - Ministry of Mining (865,050)
Total Disbursements to National Government Receiver of

Revenues (6,086,774,097)

Disbursements County Governments and Other Receivers

Notes to the Financial Statements
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National Transport and Safety Authority (NTSA) (2,638,729,391)
Mombasa County (546,787,688)
Kisumu County (73,506,863)
Nyeri County (78,935,275)
Total Disbursements to County Governments and Other Receivers (3,337,959,217)
Other Charges
Settlements to National Bank of Kenya (Note i*) =
Convinience Fee (Note ii*) (9,965,000)
Reversals to Customers (Note iii*) (1,200)
Bank Charges (Note iv*) (111)
Exchange Differences (Note v*) (1,607,361)
Net Reversals from CBK to KCB Settlement A/c (Due to Misposting)
(Note vi*) (17,066,298)
Total Other Charges (28,639,970)
Closing balance 703,467,476
Represented By:
KCB USD account
(CY : $1,553,171.34 * KShs 103.71;
(PY :$1182639.86 * KShs 101.10) 161,082,040
KCB KShs account 267,455,305
Safaricom Mpesa (Paybill N0.206206) 184,795,204
KCB (Cash Deposits & Card Centre) 87,088,219
Equity 2,221,613
Airtel 825,095
Total 703,467,476
Notes*

i.  The settlements to National Bank of Kenya was done from MPESA transactions in the initial

stage of the E-Citizen. The bank account statement was not available for analysis.

ii.  This amount was paid to the e-Citizen service provider from e-Citizen MPESA pay bill
number as part of the KShs.50 convenience fee charged on KShs transactions.

iii.  The amounts were transferred back to customers MPESA accounts by e-Citizen MPESA
pay bill number operator for various reasons including erroneous payment by customers.

iv.  These are bank fees charged by Kenya Commercial Bank (KCB) on the e-Citizen Settlement
accounts.

v.  There are exchange differences arising out of translation of transaction movements of KCB
USD account to reporting currency.

vi.  These were reversals from CBK due to posting errors when sending settlement instructions
to settle money into MDA accounts at CBK.
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6.8 Statement of East Africa Visa Tourist Accounts
6.8.1 Flow of Funds

Following the directives from the first and second infrastructure summits of Heads of state of
the Republic of Kenya, the Republic of Rwanda and the Republic of Uganda held respectively
in Entebbe Uganda on 24th-25th June 2013 and in Mombasa on 28th August 2013, an MOU
was entered into between the parties in order to establish an East Africa Tourist Visa to enable
tourist visit all the three countries with single visa. This is to enhance cooperation and promotion
of tourism of the partner states as a single tourist destination. An East Africa tourist visa (EATV)
is to be issued upon payment of USD 100 or the equivalent foreign currency.

The modalities of sharing revenues from East Africa tourist visa is as follows; 10% to be
retained by the issuing party to support its administration cost including the bank charges
accrued therein while the remaining 90% shall be shared equally among the parties each
receiving 30%.

The Memorandum of Understanding was signed and sealed on 27th October, 2013.

6.8.2 Summary of movement of funds during FY 2016/2017
6.8.2.1 Kenya Partner State

The summary movement of funds below represents Kenya’s partner state, allocated portion, of:

i) Monies received from the Immigration and Foreign Affairs collections departments for
the East Africa tourist visa arising from sticker sales,
ii) Shared revenue received from the respective partner states and;

iii)  Amounts disbursed to the National Treasury Receiver of Revenue account for onward
transfer to the Exchequer.

During the financial year 2016/2017 the accounts had an opening balance adjustment of Kshs
37.5 Million, received KShs 29.07 Million for the East Africa visa sticker sales and shared
revenue received from the respective partner states, disbursed KShs 63.13 Million to National
Treasury Receiver of Revenue, earned net exchange gain amounting to KShs 0.03 Million and
ended with a closing balance of KShs 3.47 Million.

(Refer also to 6.8.2.2 Summary of movement of funds for the East Africa partner states)

The summary movement of funds through these accounts are shown below:

]”‘l[-,l.{»;,i_('a)-i:m _i“y}x: June 2( =

Opening Balances:
From Partner States Share -
Sticker Sales -
Opening Balance Adjustment:
From Partner States Share 26,620,884
Sticker Sales 10,883,119
Total Opening Balances: 37,504,003
Receipts:

Receipts from Uganda & Rwanda -
Receipts from Sticker sales 29,067,655
Total Receipts 29,067,655
Disbursements:
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30th June 201

KShs

Disbursements to Partner States -
Disbursements to National Treasury Receiver of Revenue (63,128,715)

Total Disbursements (63,128,715)
Other Charges:

Bank Charges (450)
Exchange Differences 27,775
Total Other Charges 27,325

Closing Balance:
From Partner States share -
Sticker sales 3,470,268

Total Closing Balances 3,470,268
Represented By:

CBK KShs Account 1,467,592
CBK USD Account

CY: USD 19,310 @ KShs 103.7117

PY: USD 33,163 @ KShs 101.1022 2,002,676
Total 3,470,268

6.8.2.2 East Africa Partner States

The summary movement of funds below represents East Africa partner states, allocated portion,
of:

iv) Monies received from the Immigration and Foreign Affairs collections departments for
the East Africa tourist visa arising from sticker sales,

V) Shared revenue received from the respective partner states and;

vi) Amounts disbursed to the treasuries of the respective partner states for onward transfer
to the Exchequer.

During the financial year 2016/2017 the accounts had an opening balance of Kshs 48.28 Million,
received KShs 72.67 Million for the East Africa visa sticker sales and shared revenue received
from the respective partner states, disbursed KShs 112.34 Million to the treasuries of the
respective partner states, earned net exchange gain amounting to KShs 0.066 Million and ended
with a closing balance of KShs 8.68 Million.

The summary movement of funds through these accounts are shown below:
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6.9 Prior Year Adjustment

This adjustment was made in the books of various Receivers of Revenue to revise the cumulative
opening balances from old provisioning balances to actual balances.

30 June 2016

Opening balance per audited financial statements

3,570,884,296

';‘:\N.I"p‘

3,315,019,714

Prior year adjustments

(1,908,009,593)

(3,554,434)

Revised Balance

1,662,874,703

3,311,465,280

This relates to clearance of old, historical and unsupported balances that formed part of the
opening balance. The adjustment resulted after clearance by the Old Balances Task Force in

National Treasury.
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