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I'reamble
'fhc Authority has a statutory obligation undcr scction ti3 of thc Competition Act No.

12 ctf 2010 (the Act) to prcparc an annual rcport for transmittal to the National

Assembly by the Cabinct Sccretary, f'hc National Trcasury. T'he Annual I{cport

capturcs thc ovcrall pcrformancc by thc Authority, bascd on its kcy intcrvcntiorrs and

pcrformance indicators.
'l'hc Auttrority is an indcpendcnt (lovernment Agency crcated undcr scction 7 of thc

Act. Its mandatc is to cnhancc thc wclfare of the peoplc of Kcnya by promoting and

protecting effective competition in markets and prcvcnting unfair and mislcading

markct cclnduct throughout Kcnya, in ordcr to:

i) Increase efficiency in thc production, distribution and supply of goods and

scrvices;

ii) Promote innovation;

iii) Maximize the efficicnt allocation of rcsources;

i,r) Protect consumers;

v) Clrcate an environmcnt conducive for investmcnt, both forcign and local;

yi) Capturc national obligations in competition matters with respect to rurgional

in tcgra tion initiativcs;

vii) Bring national compctition law, policy and practicc in linc with best

international practices; and

viii) Prornotc the compctitivcncss of national undcrtakings in world markcts.

T'hc Authority achieves its mandatc by regulating markct structurc and conduct;

promoting consumer welfare and also advising the governmcnt in developing policies

and rcgulation framework to cnhance our market based cconomy. f'owards this, thc

Authority has devclopcd rclcvant gtridclincs, concluded co-operation frameworks

with scctor regulators, Compctition I{cgulatory Impact Asscssmcnt framework and it

is currcntly implementing a four years stratcgic plan. To inform the ongoing rcgional

cconomic integration, thc Authority works closcly with l{egional Flconomic

Communitics.
'l'his rcport providcs thc naturc and scope of thc Authority's activitics, its plans and

prioritics including the ntrmbcr and naturc of complaints and applications

dctcrmincd and or undcr considcration, number and naturc of invcstigations

complcted and continuing, significant studics and incluirics complctccl during thc

201 5 1201 6 Finarrcial yoar.
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Vision

- "A Kenyan economy with globally efficient markets and enhanced consumer welfare

for sharcd prosperity"

Mission
"To enhance competition and consumer welfarc in the Kenyan economy by regulating

market structure and conduct in order to ensure efficient markets for sustainable

growth and development."

Motto

Creating efficient markets for consumers.

Core Values

The guiding principles in the operations of the Authority are:

i. Customer focus - commits to attaining the highest standards in service dclivery

to all stakeholdcrs.

ii. Integrity - commits to acting in an honest, transparent and responsible manner

while implementing its programmes. , .,

iii. Professionalism - shall bc guided by professional ethics aimed at building an

appropriate corporate culture and creating thc right corporate image.

iv. Impartiality - shall uphold thc highcst lcvcls of cquity by treating all

stakeholdcrs without any discrimination whatsoever.

v. f'camwork - shall adopt a participatory approach and work togcther at all
' levels in thc conduct of its business.

vi. Innovation and Creativity - shall be a learning organization that embraces

change and continuously cnhances creativity and innovation in its business

Processes.

Quality Policy

The Authority is committed to enhance the welfarc of the people of Kenya by

promoting and protecting effective competition in markets and preventing unfair and

misleading market conduct.

Toward this the Authority shall comply with all applicable requirements and

continually improvc on its cffcctiveness by implementing a quality management

systcm bascd on ISO 9001:2008.

The Authority's top management commits to revicw this policy and cstablished

quality objcctives bicnnially to ensure continued suitability.

Page2
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Quality Objectives

i. Provision of quality and effcctivc rcgulation of both market conduct and

structurc

ii. Protection of consumcrs from falsc and misleading market conduct

iii. Optimal utilization of the Authority resourccs in the attainment of its mandate

iv. Enhancemcnt of customer satisfaction that exceeds thcir expectations by

providing quality servicc

v. 'I'he Authority's operations comply with all applicablc laws and regulations

vi. The Authority attracts, trains and rctains highly qualificd skilled and

motivated staff for thc rcalization of its mandate

Mand.rte

Thc Authority's mandate is to promote and safeguard competition in the national

cconomy and to protect consumers from unfair and misleading market conduct. This,

as indicated in the Act, has the objective of cnhancing the welfare of the people of

Kenya. T'he Act's approach is competition rreutrality which means it applies to all

pcrsons including thc national ,and devolvod Govqrnments' actions, and Statc

Corporations in so far as thcy engage in trade. The Authority achievcs its mandatc

through thc following specific functions:-

a) Promotion and enforccment of compliance with the Act;

b) I{eceiving and invcstigating complaints from lcgal or natural persons atrd

Consumer bodics;

c) Promoting public knowlcdgc, awareness and understanding of thc obligations,

rights and remedies undcr thc Act and thc dutics, functions and activities of

thc Authority;

d) I'romoting the creation of consumcr bodics and the establishmcnt of good and

proper standards and rules to be followed by such bodics in protecting

competition and consumer welfarc;

c) I{ccognizing consumer bodies duly registered under the appropriate national

laws as the proper bodics, in thcir arcas of opcration, t<l reprcsent consumers

before the Authority;

0 Making available to consumers' information and guidelines rclating to thc

obligations of persons undcr thc Act and the rights and remedies availablc to

consumcrs undcr thc AcU

g) Ciarrying out inquiries, studies and rcsearch into mattcrs relating to

compctition and thc protection of thc intercsts of consumers;

a
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h) Studying government policies, procedures and programmes, legislation and

proposals for legislation so as to assess their effects on competition and

consumer welfare and publicizing the results of such studies;

i) Investigating impediments to competition, including entry into and exit from

markets, in the economy as a whole or in particular sectors and publicise the

results of such investigations;

i) Investigating policies, procedures and programmes of regulatory authorities so

as to assess their effects on competition and consumer welfare and publicise

the results of such studies;

k) Participating in deliberations and proceedings of government, government

Commissions, regulatory authorities and other bodies in relation to
competition and consumer welfare;

l) Making representations to government, government Commissions, regulatory

authorities and other bodies on matters relating to competition and consumer

welfare;

m) Liaising with regulatory bodies and other public bodies in all matters relating

to competition and consumer welfare; and

n) Advising the government on matters relating to competition and consumer

welfare.

Page 4
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Board of Directors

Mr. David O. Ong'olo - Chairman (Re-appointed on 12th

I:ebruartl 2016)

Mr. Ong'olo was re-appointcd Chairman of thc Compctitiorr

Authority for a period of 3 ycars. He has a long standing

intt:rcst in compctitiorr policy and privatc scctor dcvclopment

and has workcd on thcsc topics spanning ir-rstitutional dcvclopment, sectoral

regulation and industrial policy analysis. FIc is particularly intercstcd in bridging thc

worlds of rig,orous industrial sector analysis and practical policy making and

implcmcntation. I Ic holds a Bachclor's degrcc in licouomics from thc Univcrsity of

Nairobi and a Mastcr of Scicncc dcgrec in Industrial liconomics from Lancastcr

Univcrsity, U.K.

Mr. Francis W. Kariuki -Director - General

Mr. Kariuki has a vast cxpericncc in competition enforccment having

riscn through thc ranks to bccomc the I'r Dircctor-Gcncral of thc

Compctition Authority of Kcnya. I{is main intcrcsts are in compctition

regulatiur and also Iiconomics of institutions' clcvclopment. FIc is vcry wcll rcspectcd

in thc Compctition Iinforccmcnt Wclrld for his advocacy efforts and othcr initiativcs

licarecl towards modcrniz.ing various compctition rcgimcs. Iirancis is a holdcr of

Mastcr of Science in Iiconomic I{cgulation and Compctition from City University-

l,onclon; BA-Flconomics & Busincss Studies (Kcnyatta Univcrsity) and various

Ccrtificatcs in Stratcgic Lcadership and Oorporatc (lovcrnancc.

Ms. Judith A. (luserwa ('l'erm expired on 25tt' Septeruber

2015)

Ms. Judith Abrahams (ltrscrwa is thc managing, partncr of

J.A. Guscrwa & Compalry Advocatcs -a firm spccializing in

Labour and Comrnercial Law, a procurcment law cxpcrt

with close to 30 ycars practice as an advocatc of the I Iigh Cotrrt of Kenya. Shc holds

an LL.ll dcg,rcc and LL.M dcgrcc from thc Univcrsity of Nairobi and an MIIA in

Stratcgic Managcmcnt. Shc is an a mcmber of thc Clhartcd Institutc of Arbitrators

((ilArb), Intcrnational l.abour Organizatiori (ll,O) constrltant in labour and human

capital and dircctor at thc Statc (lorporations Appcals'l'ribunal. Judith is also a formt'r

I
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mcmber of the I'ublic Procurement Oversight Authority I{eview Board, Law Society

of Kcnya Council Member. She prcviously worked with the Federation of Kenya

Employers and Muthoga Gaturu & Company Advocates, beforc sctting up her own
practicc in 1992.

Canon Charles G. Komu (Term expired on 25th September

2015)

Canon Gikunju was appointed Member of the Competition

Authority on 26il' Scptcmber, 201.2 for a period of three (3)

years. Canon Komu started his career in the Governmcnt service with thc Ministry of

Works (Purchasing and Supply Department.). He joined the Tea Industry (Kcnya Tea

Development Authority) in 1980 as a trainec Factory Manager which saw him serve

tea farmers in Central Kenya, North I{ift, Nyanza and Eastern Regions rising to thc

position of I{egional operations Manager.He holds a Bachelor of Science Degree in
Human ILesources, a Masters in Strategic Management and Diploma in Management

and Logistics. He also holds a certificate in advanced Christian Leadership from
Haggai Institute of Adra.r.ed Christian Leadership from Hawaii - USA.Hc is a fuIl
Member of Kenya Institute of Management and a life Member of Kenya I{ed Cross.

Ms. Eunice M. Maranya ( Re-appointeC ,., ).'t''une 2016)

Ms. Eunice Maranya is a Business, Managernent and institutional
development specialist with over 15 years of banking expcrience

and 7 years of consulting for large donor, private and public
sector organizations. She is the Country Director of thc Digital
Opportunity Trust, a Canadian NGO that works in the youth and

ICI' space. She was also thc CEO of KAI{A, a nationally lobby
organization for Residents Associations. She has worked as an independent

consultant in several areas in development including DFiD, Danida, UNDI'SSC unit,
USAID, IFAD projects; financial services sector, corporate and thc public sector and

has also undertaken several scoping and research assignments. She has sat in the

Board of the Communications Commission of Kenya (CCK); now the

Communications Authority of Kenya and is now a Board member of the Competition
Authority of Kenya. Eunice holds an MBA from the United States International

University (San Diego) and a BSc from the Univcrsity of Nairobi. Shc is a mcmbcr of

Page 6
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the Institute of Directors, holds an Auditor SA 8000 Standard: Amana Ltd, Switzerland

and is a L.ead Auditor ISO 9001:2000: SQM[. Center, South Africa.

Ms. Susan A. Ayako ('I'erm expired on 25tt' September 2015)

Ms. Ayako was appointed Membcr of the Competition

Authority on 26th Scptomber,20T2for a period of three (3) years.

Shc is a Lecturer at thc School of Economics of the University of

Nairobi. She is an associate Membcr of thc Kcnya Institute of

Banking. Ms. Ayako graduated from thc University of Nairobi

in 1986 and earned a Master's Degree in Irconomics in l9B8 from thc samc Univcrsity.

She subsequently received training in Monetary Economics and Industrial

Organization in Carleton Univcrsity, Ottawa, Canada.

Mr. Protus Sigei

Alternate to the Principal Secretary/ The National Treasury

Mr. Sigei, a Deputy Director of Investmcnts at the National

Treasury, has worked in Kenya's public scrvicc for over two

decades. IIe holds a B.A (I1ons) degree in Irconomics from the University of Nairobi

and a Master of Science from the University of York, U.K. He was onc of the pioneer

scvcn (7) officers selected by thc Government of Kcnya in 2004 to bc trained, at the

Boston Institute for Developing Economics, as trainers in l'crformance Clontracting;

subsequcnt to which hc helpcd introducc performance contracting in Kenya's public

scrvicc. Mr. Sigei is a member of the Socicty for Bencfit-Cost Analysis, a professional

societv of academics and practitioners, headquartered at the University of

Washington at Scattle, USA.

Mr. Michael Onyancha

Alternate to the Principal Secretary Ministry of

Industrialization, Cooperatives and Enterprise

Development

Mr. Onyancha currently is, the Director of Wcights and

Measures, Ministry of F,ast African Affairs, Commcrcc and Tourism. FIe joincd Public

Service in i9U4 as Inspector f'rainee in thc then Ministry of Commercc and Industry

rising through ranks to thc current position. I Ic holds BED I Ions (Mathcmatics) and

MBA frurm the University of Nairobi. Mr. Onyancha is thc Country rcprcscntative to

thc lntcrnational C)rganization of Lcgal Mctrology (OIML,) and a mcmbcr of thc

hrtcrnational Legal Metrology Committec (CIML), Board membcr of East Africa

l'agc 7
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Standard Committee, Member of the Institute of Trade Standard Administration,

. Kenya (ITSA).

Ms. Elizabeth Ng'ang'a

Alternate to the Attorney-General

Ms. Ng'ang'a a Parliamentary Counsel in the Office

of the Attorney-General. Shc is an advocate of the

Fligh Court of Kenya and holds a Bachelor of Laws

degree from the University of Nairobi as well as a postgraduate Advanced Diploma
in Legislative Drafting from the Univcrsity of West Indies Cave Hill Campus,

Barbados. She has also not only undergone a range of other drafting training but also

boast of a wide experience in legislative drafting. Over the ycars, M.s Ng'ang'a has

served on numerous committees and task forces as a drafting expert, more recently

being drafting financial legislation under the National Treasury.

Stephen Kiptinness (Re-appointed on 29th June 2016)

Stephen is the Lead Partner of Kiptinness & Odhiambo Associates

Telecommunication, Media and Technology (TMT) Practice. He has served in locally

and internationally reputable corporate firms and parastatals such as Orange Telkom

Kenya, Communications Authority of Kenya, Commonwealth Telecommunications

Organization, and Kenya Network Information Centre among others. Stephen has

advised and consulted for Governments in the East African Community as well as

numerous Non-Governmental Organizations and acted for global technology

companies, mobile telecommunication companies, towcr companies, numerous

content and application service provider companies, leading companies in disruptive
technology services among others. He also served as one of the inaugural Directors of
the Kenya ICT Board, a Director on the Board of the Competition Authority of Kcnya

and the Scripture Union of Kenya.

t
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Stephen is an LL.B (Hons.) graduate at the ILS Law College, Pune and he has an LL.M.

in Information Technology Law & Telecommunications Law from London Sdrool of

Economics, Advocate of the High Court of Kenya of fifteen (L5) years, a Certified

Public Secretary and a Patent Agent.
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Management Team

r:-2T r Francis W. Kariuki - Director-General

Mr. Kariuki has a vast cxperience in competition enforcement

having riscn through the ranks to become the 1"t Director-

General of the Compctition Authority of Kenya. His main

interests are in competition regulation and also F,conomics of
institutions' devclopment. He is vcry well respccted in the

Competition Enforccment World for his advocacy efforts and

other initiatives geared towards modernizing various
competition regimes. Francis is a holder of Master of Science in Economic Regulation

and Competition from City Univcrsity- London; BA-Economics & Business Studies

(Kenyatta University) and various Certificates in Strategic Lcadership and Corporatc
Governance.

Boniface M. Makongo- Manager, Legal

,Mr. Makongo has over 11 years of experi,ence in litigation,
corporatc and commercial law. FIc has previously workcd

for both Constituencies Developmcnt Fund Board and at the

Watcr Services'I'rust Fund as a l-egal Officer, heading and

having helped establish the said departmcnts. Mr. Makongo

holds a Master's Degree in International liconomic Law from

the University of South Africa, a Bachelors of Law Degree from Moi University and a

Diploma in Management in Information systems from the Institutc for Management

of Information Systems (U.K) as well as a postgraduate Diploma in Corporate

Governance. He is an activc membcr of the Law Socicty of Kenya. Thc Legal Unit is

responsible for providing legal advice and strategic direction on the interpretation and

application of relevant legislation in rcgard to investigations. Thc Unit also offers

Secretarial Services to the Authority's Board.

Stellah Onyancha - Manager, Mergers and Acquisitions
Ms. Onyancha is a holder of Master of Arts in Economic Policy

Management( Univcrsity of Ghana, l.egon); Bachclor of Arts
(B.A. Hons) in Economics and Business Studies( Kenyatta

University); Diploma in Management of Information Systems

Page 10
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(IMIS (Strathmore Univcrsity Collcgc) and Certificatcs in various disciplines; ,

FIer main intcrcsts are in Compctiti<ln rcg,ulation, through control of mcrgers

acquisition, rescarch and tradc rclated issues.

Gideon Mokaya- Manager, Enforcement and Compliance

Mr. Mokaya is a holdcr of a Mastcr of Business Administration from

University of Nairobi (2006).Additionally he is a Ccrtificd fraud

cxamincr (CFIi)and a Certificd I'ublic accountant (CPA) K. Mokaya has

ovcr scvcntccn years work expericnce in forensic invcstigations and audit in thc

public scctor having worked with Askim Managemcnt Consultants, Kenya National

Audit Office, Kcnya Anticorruption Commission and Ethics and Anticorruption

Commission. I Ic has broad cxpcrience as a team lcader in forcnsic investigations.

Mokaya has also undcrgonc cxtensivc training locally and abroad on investigations

skills, dcvcloping rcliable evidencc among othcrs.

Boniface Kamiti- Manager, Consumer Protection

Mr. Kamiti is a holder of an MA Dcgrcc in Economic I'olicy and

Management from the University of Nairobi and a BA Dcgree in Social

Science (Economics) from The Catholic University of Eastern Africa.

IIc has over 10 years wealth of experiencc gaincd working with rcputablc institutions

such as UN-FIabitat, UNI)I'J and Centre for Corporatc Clovcrnancc amongst others in

various capacitics. tle is widely trained on Corporate Clovernance, I{csults Bascd

Managcmcnt (l{tsM) and on conducting consumcr rclatcd invcstigations. Boniface is

a mcmbcr of Institutc of Directors of Kenya (IOD-K). He has headed thc Consumcr

Protection Departmcnt since Irebruary 2015.

Robert Mbarani - Manager, Finance

Mr. Mbarani has a vast expericncc in Iiinancc, Accounting and

managcmcnt skills drawn from ovcr his 15 years of work expcriencc

with various public scctor organizations. IIc holds an MRA in

Financc from Moi Univcrsity and a IIA (Mathcmatics and Economics) from thc

University of Nairobi. Mr. Mbarani also holds a highcr Diploma in Human rcsourcc

Managcmcnt and is a membcr of the Institute of Ccrtificd Accountants of Kenya

(ICPAK). Hc has attcndcd various managemcnt courscs including Corporatt:

Covcrnance, I{isk n-raltagcmcnt and Stratcgic manag,cltlcnt. As part of his contribution

to thc bcttermcnt of the socicty, Mr. Mbarani is involvcd in a numbcr of Roard

activitics for schools and community based organiz.ations.'l'hc Iiinancc I)cpartmcnt is

I'agc 11
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responsiblc for finance managemcnt and rcporting, resourcc mobilization, assct

managemcnt and financial accounting in thc Authority.

Anthony Muriithi Niagi - Manager, Human Resources and

Development and Administration
Mr. Njagi was appointed the Hcad of Human Ilesources and

Developmcnt unit on 1't May,201,3. Previously, he worked

at Kenya l,ilcctricity Gencrating Company Ltd for 16 ycars

whcrc he was involved in implemcntation of various staff

welfare programs. I Iis main interests arc in staff

developmcnt and welfare issucs. Mr. Njagi holds a Master

of Business Administration; Moi Univcrsity, Bachelor of Arts degree in Sociology from

Kenyatta tlniversity and lligher National Diploma in Human Resources from Inorero

university. He has attended valious courses on leadcrship and managemcnt. FIc is

also a member of institute of Human l{esourccs Managemcnt. The Human Resources

and Development Unit seeks to dcvelop the Authority's Human capital by attracting,

recruiting, dcvcloping, motivating and maintaining a highly skillcd workforcc to

execute thc mandate of the Authority- ,, .,

Eric Mwangi Manager, Intemal Audit
Mr. Mwangi joined Competition Authority of Kenya in Deccmbcr

2074. He has over eleven (11) years of vast experience in the audil of

thc Covernment I)arastatals. I'reviously, he had worked wi.rr Kt' '

National Bureau of Statistics (KNBS), Kcnya Film Commission (KFC) as the Manager,

Intcrnal audit and Kenya National Audit Office (KENAO) which is currcntly the

Office of the Auditor General (OAG) as an auditor. I{c is a holder of Bachclor of

Sciencc degrcc (Hons) and Master of Business Administration (Finance Option) from

the University of Nairobi. He is a Certificd I'}ublic Accountant (Kenya), Ccrtificd Fraud

Examincr (CFE) and Certified Information Systcms Auditor (CISA). Mr. Mwangi is

an activc mcmbcr of the Institute of Certified I'ublic Accountant (lCI']AK), Association

of Ccrtificd Fraud Examiners (ACITE) and Information System and Control

Association (ISACA). Besides he is a qualificd quality managcment system ISO 9001:

2008 auditor.

Corporate Governance
In lino with good corporate governance principles the Board commits to ensuring that

the Authority's obligations, roles and responsibilities to its various stakeholdcrs arc
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clearly defined and fulfilled. In adherencc to these principles the Board and

managcment continucs to perform their duties with impartiality, honesty,

transparency and accountability, profcssionalism, integrity, carc and due diligcncc

and to act in good faith to thc best intcrcsts of the public. It is also committed to

cnsuring that the Authority complics with all applicablc laws and statutes.

The Authority's Board
Thc Authority's Board was establishcd by section 7 of thc Act and compriscs the

Chairman who is appointed by thc Cabinet Sccretary/The National Treasury from

among pcrsons experienccd in compctition and consumcr wclfare mattcrs and five (5)

independent, non-executivc Membcrs, appointcd competitively and vetted by the

National Assembly. The National'l'reasury, the FIon Attorney Gencral's Office and

thc Ministry of Industrialization and Entcrprise Devclopment arc also represented in

the Board. f'he Director - Gcneral is an ex-officio Membcr and Sccretary of the Board.

The Board is gcnerally responsiblc for the overall strategic direction and operational

guidance of the Authority and in this regard during the 2015/ 16 Financial Ycar, the

Board's oversight role revolved around:

iv

I{eviewing and monitoring implemcntation of the Authority's 201,3117

Strategic Plan;

Approving and monitoring implementation of the Authority's Annual
operating I'lans and Budgct;
I{ecruiting and cvaluating the performance of thc managcmcnt based on the

Authority's I'crformance Contract with the National'l'reasury and putting in
place a succession planning policy;
Reviewing thc Authority's financial controls, financial statcments and

rcporting systcms bascd on both thc Authority's Stratcgic and othcr long-

tcrm plans;
I{eviewing the Authority's cthical standards and lcgal compliance Programs
and procedures; and

Ovcrseeing the Authority's management of enterprisc risk and approving all

significant corporate actions.
vi

Role of the Chairman
T'he Chairman is primarily rcsponsiblc for providing lcadcrship to the Board

including chairing Roard mcctings. IIe also ensurcs that thc Board is provided with

timely and sufficient information to enablc thc discharge of its dutics cffectively.

However, thc Authority cxperienccd a challengc in this rcgard sincc thc tenurc of its

I'agc 13
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Chairman expired on 31"tDecember,20'1.4 and was only renewed on 12th February,

2016. The Authority's operations were also hampered by the fact that the tenures of
five (5) independent Members expired early in the Financial Year on 25th September,

2015 and the Authority therefore only had a Board in place for three months in the

entire Financial Year.

Board Evaluation
The Board was evaluated on 17tt'September,20'1.5 by the State Corporations Advisory
Committee (SCAC) and the results shall be released after the newly appointed

independent Members are inducted.

Key Board Activities
Normally the Board meets at least once every quarter depending on the exigencies of

business. Members receive adequate notice for meetings and detailed papers on

issues to be discussed are transmitted before the meetings.

The Board had established four standing committees to assist in the execution of its

responsibilities; Technical & Strategy, Finance, Human Resources and Audit.
However, due to the challenges alluded above, dgring the year under review, the

Authority's Board held only'for. (4) meetings. The Finance, Audit and Human

Resources Committees held a meeting each while the Technical and Strategy

Committee held two (2) meetings.

Board Composition
The previous Board had the following diverse competencies and complies with
constitutional gender balance requirements as shown in Pie Chart 1. and 2.
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Pie Chart 2: Board gender representation
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Board Committees
As highlighted above, in order to adequately interrogate issues prcsented by the

Management, the Board had constituted the following Committces:-

Technical and Strategy Committee

T'hc Cqmmittee is mandated to: ,- ,

i. Advise on strategic planning for the Authority and related technical

aspects of the operational performance of the Authority and

implementation of thc Competition Act No 1,2 of 2010;

ii. Work with managcment on technical issucs related to the functions ctf thc

Authority; and

iii. Iteview the quality of technical work carried out by the Authority.

T'hc Membcrs wcre Mr. Stcphen Kiptinness (Chairpcrson), Mr. Francis W. Kariuki

(Director- General), Ms. Eunicc Maranya, Ms. Susan A. Ayako and Mr. Protus Sigei.

Human Resources Committee

The Committee is mandated to: -

Ilcview Human l{esource policies and succession planning aspccts of the

Authority;

I{eview of lluman Itesourccs compliance with national legislation; and

Organizc the structuring and pcrformance evaluation of Senior Staff;

Ovcrscc and advisc thc Board on rccruitmcnt and promotion of all cadrcs

of staff.

Accounta

2Oo/"

1.

1l

iii
iv
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The Mcmbers werc Ms. Judith Guserwa (Chairperson), Mr. Francis W. Kariuki
(Director - Gcneral), Canon Charles G. Komu, Mr. Michael onyancha and Ms.

Elizabeth Ng'ang'a.

Audit and Risk Management Committee

The Committee is mandatcd to:-

i. Periodically rcvicw the Authority's Financial reports in liaison with the

External Auditors;

ii. Review the Authority's financial statutory and non-statutory reporting
obligations; and

iii. Advise on risk identification and mitigation measurcs and checks on

effectiveness and rcbustness of internal control measures.

The Members were Canon Charles G. Komu (Chairperson), Ms. Judith Guserwa, Mr
Michacl Onyancha and Mr. Protus Sigei.

Finance Committee

The Committee is mandated to: -

i. Review the budgeting processes of the Authority and measures to
broaden sources of Authority's financial resources;

ii. I{eview the intcrface between Authority's resource inputs and outputs;
and

iii. Advise on internal financial control systems and oversight on financial
reporting.

Thc Members werc Ms. Eunice Maranya (Chairpcrson), Mr. Francis W. Kariuki
(Dircctor - General), Mr. Stcphen Kiptinness, Ms. Elizabeth Ng'ang'a and Ms. Susan

A. Ayako.

The Authority also has Gazettcd a Code of Conduct which sets the minimum
standards binding on its Members and staff in their dealings with all the Authority's
stakeholders. The Authority maintains a Conflict of Intcrest I{egister and Membcrs

and staff are required to declare their intcrests and prohibited from dcaling in any

matter where their is a likelihood of conflict between their private endeavors and their
duties as Public Officers. In addition thc Authority maintains a Gift I{egister and all

staff are required to hand ovcr all gifts reccived in the course of their dutics the same

are subsequently transparently disposed at auction.

I'}age 16
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Internal Audit and Assurance
l'hc Authority's Internal Audit objectivc and scopc is to providc assurancc on risk

managcment, internal controls and govcrnancc proccsscs. The assurance is meant to

dccpcn good govcrnance practices and support the achicvemcnt of thc bcst intcrnal

controls through continual improvemcnt and cngagement.l'he Authority's systcm of

intcrnal controls has becn dcfincd by approvcd policics and procedures which contain

opcrational and financial controls to ensurc that asscts are safeguarded, transactions

authorizcd and accurately recorded, matcrial crrors and irregularities are either

prcvcnted or detected within a rcasonable timc.

Internal assurance was carried out by an indcpcndent internal audit function. Thc

objcctivity and indcpendencc of the Internal Audit was enhanced through governancc

support from the Board Audit Committee to which the function reports. I'hc Board

Audit Committee's tcrms of referencc werc strcngthened by the I'}ublic Finance

Managcment I{cgulations 2015 and Audit Committce Guidelines for National

Govcrnment on thc appointmcnt, mandate and rcsponsibilitics of the Committees

which wcrc communicated through the Gazcttc Notice Vol. CXVIII- No. 40 of 15th

April201.6.
During thc Irinancial Ycar, tcn (10) planncd audit reviews were carried out to chcck

thc compliancc levcls to thc approvcd policics, procedures and relevant lcgislations.

It was also meant to appraise on the adcquacy, dcsign and operational effectiveness
'of internal controls. The Office of the Auditbr General provided the extcrnal assurance'-

through systems and financial reviews on thc various expenditure cyclcs of the

Authority.

Corruption I'revention Strategies
Thc Authority has cstablishcd a Corruption I)revcntion Committec comprising of the

Heads of Departments and chaired by thc Dircctor - Gencral which spearheads thc

implementation of thc Anti- Corruption I'olicy and its corruption prevention

stratcgics. Thc Ethics and Anti-Corruption Commission (EACC) trained four

additional Integrity Assurancc Officcrs who arc kcy in the implementation of thc Anti-
Corruption policy and stratcgics as well as training of othcr staff on thc cthics and

intcgrity mattcrs. In addition, thc Authority carricd out a Corruption I{isk Asscssment

in all its departments which facilitated thc dcvelopmcnt and implemctrtation of the

mitigation strategics thus lcading to zero rcportcd cascs of corruption.

Risk Management
Risk managcmcnt is a stratcgic function of Authority's business and is applicd in the

day to day opcrations across all departments. T'his cnsurcs that all risks arc managcd

optimally and comply with the approvcd policics and tcnets of good corporatc

governance. In thc year under rcview, thc Authority continucd to implcment thc

various mitigation stratcgics to cnsurc that thc risk lcvcls arc minimizcd.

Scc the (lorporatc risk matrix under Annex I.
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Strategic Planning
The Four year Strategic Plan 20L311.4 - 2076117 provides a springboard for the
Authority to achieve its mandate and strive towards realizing the goals of Kenya
Vision 2030. The plan focuses on the following priority areas-

i. Enforcement of competition and protection of consumers;
ii. Research, advocacy and awareness creation;
iii. Mobilization and optimal utilization of resources;
iv. Infrastrucfure and human capital development, and;
v. Visibility and Corporate image.

During the year, the Authority reviewed its strategic activities, and the results that
over ninety percent (90%) of the planned activities in the priority areas had been
achieved. As a result, the Authority will be developing a new strategic plan in the
201,611,7 financial year. The Authority's implementation status of the Strategic plan is
detailed in Annex II

Page 18
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Chairman's Statement

It is my honour to prcsent the fourth Annual I{eport and 3'r

Financial Statcmcnts of the Authority. T'he Authority

continucs to rccord achicvcmcnts by sccuring important

outcomcs for consumcrs, busincsscs and thc cconomy. In

this regard, I apprcciate the rolc playcd by *y collcagues

and managcmcnt in supporting thc rcalization of thc

Authority's mandatc. I would likc to rccognize the pivotal role playcd by the prcvious

Board, particularly Ms. Judith Guscrwa, Ms. Susan Ayako and Cannon Charles

Gikunju whose tcrm cxpircd. On the same notc, take this carly opportunity to

wclcome the newly appointcd indcpcndcnt Mcmbers Dr Abdirazak A. Nunow, Ms.

Clarolyn K. Musyoka and Ms. Lcila Ali who joined the Board on 29'h June, 2016 and

also congratulate Mr. Stcphen Kiptinncss and Ms. Eunicc Maranya on their rc-

appointment.

I'hc Authority continues to register an overall improvement in its performancc duc to

cnhanced regulatory capacity. Particularly, its visibility and credibility as an

outstanding Statc Corporation thit adhcrcs to high levels of integrity is very inspiring.

I also congratulate thc cntirc CAK fratcmity on achicvcment of ISO 9001:2008

Certification. During thc ycar undcr revicw, thc Authority operatcd in a challenging

cnvironment occasioned by dclays in constitution of thc Board but am huPPy to report

that the managcment not or-rly achicvcd most of thc I'crformance targcts pursuant to

the Pcrformancc Contract with thc National Trcasury but also put in placc mitigation

measures that ensured continued dclivcry of its mandate.

This pcrformancc howcvcr, could not havc bccn achieved in thc absencc of thc

enormous support wc reccivcd from thc National 'frcasttry, Ministry of

Industrialization and Enterprise Dcvelopment, thc Attorncy Gcneral's office,

Parliament, Developmcnt Partners and cooperation from our Stakeholdcrs. In this

regard, I wish to apprcciate thc spccial contribution of thc National 'l'rcasury, our

parcnt Ministry which has been vcry forthcoming in spitc of the challenging and evcr

increasing demand for resources from othcr cntities at both National and County

lcvcl. T'hc World tsank(lFC), Financial Scctor Decpening Kcnya and COMF.SA

I{egiorral Intcgration Implcmcntation Programmc (ltlll') also continued to play a

significant rolc in supporting thc Authority's achicvements and thcir continued

contribution is highly apprcciated.
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Enforcemcnt of competition is a very dynamic area that requires close collaboration
with other Compctition Agencies both regionally and internationally. Engagements

and collaborations on a range of prcljects are imperative in strengthening our
relationships with our international counterparts and helping to addrcss matters of
mutual intcrcst. In this rcgard, I wish to notc that the Authority has secn an incrcase

in the number of international cngagcments with peer institutions around the globe.

Specifically, the Cooperation Agreement concluded with the Japan Fair T'rade

Commission on 10th June, 2076 will enhancc thc Authority's enforccment capacity.

Going forward, the Authority remains committcd to addressing thc emerging issues

arising from l{egional lr,conomic Communities. To this end, the Authority has

prioritized engagement with both the COMESA Competition Commission and the

newly cstablished East African Competition Authority to address these regulatory
bottlenecks.

The Authority has also prioritized activities that focus on supporting the

Govcrnment's current transformational agenda aimed at achieving the Kenya Vision
2030 through focuscd implementation of thc Mcdium Term I'}lan (MTP) II. In this

regard, thc Authority's enforcement during the ycar had thc objective of removing
obstacles to effective competition in thc financial, agriculture, advertising and

beverages sectors.

During thc pcriod, the Authority's activitics were aligned to its current Strategic

Plan's thcmatic areas namely; Enforccmcnt of competition and protection of

consumcrs; Research, advocacy and awareness creation; Mobilization and optimal
utilization of resourccs; Infrastructure and human capital dcvclopment; and

Visibility and corporate image. The Authority is nearing completion of the cycle for
thc 20731"14 -2016177 Strategic I'lan and the process of rcvicwing the same has bcen

initiated.

To cnhance thc Authority's enforcement capacity, it took cclgnizance of some lacuna

in the Act and with the support of Thc National Treasury madc proposals to remedy

the samc. I am happy to report that the Amendments are now before the National
Assembly and once enacted will buttrcss the Authority's statutory capacity to

undertake more effectivc market inquiries, excludc mergers with benign competition
cffcct, enable investigation on abusc of buycr powcr, emboldcn the Authority's
consumer protection mandate as well as set thc thresholds for restrictive trade practice

penalties.
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Authority reviewed and updated Guidelines on handling mergers, restrictive trade

practices and has also developed Leniency Guidelines which shall be rolled out in the

2016117 Financial Year. The process of engaging stakeholders on the proposed

Exemption Filing Fees Guidelines is ongoing. The Authority also developed various

policies to enhance execution of its mandate.

Going forward, the Authority shall expedite full automation of its processes and

transit to ISO 9001:2015. It shall also continue to enhance its capacity to manage the

ever emerging dynamics, in its enforcement and advocary initiatives. Lastly, I thank

all our stakeholders and once again commend the Board, Management and staff for

their dedication and commitment.
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transparenry, predictability and accountability, theIn ordcr to further enhance

David Ong'olo
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Director General's Statement
It is my pleasure to present the Authority's Annual Report and

Financial Statements for the 2075120'16 Financial Year pursuant

to Section 83 of thc Act. The I{eport covers the Authority's
performance for the pcriod; specifically it's initiatives in
investigations of rcstrictive trade practices, consumer

complaints, merger cvaluations and advocacy initiatives. It alscr

covers capacity building, awarencss creation and its
engagements with stakeholders at the regional and

international lcvcls. In addition, the Ileport highlights the impact, to the economy of
the enforcement dccisions the Authority undertook during thc period.

During the ycar, the Authority handled one hundred and fifty-one (151) mergers

mainly in the manufacturing, real estate, telecommunications and financial sectors.

Forty-four percent (44"/,,) of the mergers had an intcrnational dimcnsion and involved

investments in Private Equity and Venture Capital. Overall, the Authority determined

the applications within an average of forty-two (42) days against thc statutory

provision of sixty (60) days.

T'he Authority initiatcd and finalized investigations in the alcoholic bevcrages and

advertising sectors. The key contraventions established by the investigations related

to price fixing and exclusivity agreements and the offending partics were penalized.
During the period, the Authority also cmbarked on the investigation in the fertllizer

sector which warranted its first search and scizurc operations.

The Special Compliance Program (SCP) which was initiated in the previous financial
ycar was also finalizcd. The objective of the program was to cncourage voluntary
compliance by Trade Associations with the Section 27 and 22 of thc Act which
prohibits restrictive tradc practices such as price fixing, markct allocation, collusive
tendcring, among othcrs. As a result, a numbcr of Trade Associations in the Financial
and Agricultural sectors, which the Authority had prioritized, have amended thcir
governing instruments to comply with the provisions of the Act.
The Authority received sixty-six (66) consumer complaints mainly in the banking and

rctail scctors. Generally, the complaints were on false and misleading representation

and unconscionable conduct. Only forty-two percent (42%) of thcse complaints were

finalizcd mainly through mcdiation due to the statutory limitation which constrained

the Authority's remedial capacity.

T'hc Authority finaliz,cd and launched the Product Market I{egulatory (PMR) impact

study and Competition I{egulatory Impact Asscssment (CI{IA) report. These

initiatives were aimed at identifying obstacles to competition in thc economy
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spccifically in thc banking, encrgy, tclecommunication, agriculture, professional

scrviccs and air transport sectors. The kcy findings of the study were that some of the

existing rcgulations in the agriculturc supply chain werc crowding out private

investments in the scctor duc to thc expandcd role in thc State Owned Enterpriscs.

Thc Authority's advice is that ttre cxistencc of thc statcd regulations ncgatively affects

the investment climate of the country and hence rcduces competition. Also, it was

established that in somc of thc prioritized sectors there were high barriers to entry due

to thc rcquiremcnt of local ownership and the policy of allocating spcctrum

specifically in thc tclecommunication scctor. Arising frclm thc above initiatives, the

Authority pursucd and signcd MOUs with AFFA and IIIA with the object of removing

the compctition constraints in thosc scctors. l'hc MOUs' have facilitated a common

approach to compctition analysis and consumer wclfarc hence minimizing

contradictory dccisions; forum shopping while facilitating information sharing,

among regulators, to the benefit of invcstors.

In line with vision 2030, the Authority prioritized market enquiries in the

telccommunications and financial serviccs scctor. In particular, the Authority focused

on inquirics in Unstructured Supplcmcntary Service Data (USSD) which is thc

intcrface between the mobile phonc user and thc service proyider. The objective of the

inquiry was to determine whcther the provision of USSD serviccs has constraints to

compctition in tcrms of pricing, accessibility and quality of scrvice. The study is at its

validation stage, though the preliminary findings point towards discriminatory and

exccssivc pricing. In addition, the Authority embarkcd on Banking phase II markct

inquiry which is focusing on constraints to compctition and consumer welfarc in the

scctor with cmphasis on switching costs, transparency of pricing and consumcrs

bchavioral aspccts. 'l'he inquiry is expcctcd to bc finalized in thc next financial ycar.

'I'o cnsurc close collaboration at both rcgional and iuternational lcvels competition

cnforcemcnt, the Authority participatcd in initiativcs towards opcrationalization of

EAC Competition Authority and also informcd the Guidelines of COMESA

Compctition Commission. T'hc Authority also concluded an MOU with COMESA

Compctition Commission. 'l'o facilitate cnhancement of rcgulatory capacity, thc

Authority concludcd an MC)U with Japan Iiair f 'rade Commission which will facilitatc

training of staff, information cxchange and tcchnical support.

In the spirit of continually building capacity and adopting international bcst practices,

the Authority participatcd and prescntcd position papcrs at competition forums

organiscd by Interrnational Compctition Nctwork (ICN), African Compctition l;orum

(ACF), Organisation for Economic Co-opcration and Dcvclopment (OECD) and

United Nations Confcrcncc on'l'radc and l)cvclopmcnt (UNCT'AD) among othcrs.

I'age 23



q
\\Nti.\l [il l,ot(|

& I irrrrrre irrl Stute rrre rrts l()l i l0l6
The Authority received an Advocacy contest award organized by the ICN and The

World Bank for its advocacy efforts which led to increased compctition resulting from

its intervention in the tca sector which facilitated the entry of the purple spccialty tea.

The purple specialty tea earns on average of one hundrcd shillings (Kshs. 100) per

kilogrammc comparcd to the green lcaf tea which earns on averagc of thirty shillings
(Kshs. 30) pcr kilogramme. This improved earnings for the small scale farmers who

shifted to the growing of purple tca by an average of two hundred and thirty thrce

percent (233%).

In ordcr to sustain its regulatory capacity, the Authority has continued to populate
its organization structure, enhanced skills developmcnt espccially in emerging areas

such as forcnsic investigations, bid rigging and leveraging on IT to increase efficiency.

In addition, the Authority is also collaborating with the research institutions and

universities with the aim of motivating thcm to focus their rescarch and curriculum

development in the competition enforcement field.

'l'he achievements highlighted abovc were not seamless though. The Authority
cxperienced thc following challenges:

ir Low awareness of'.competition and consumer protection ,issues: The

awarcncss lcvcls of thc Authority's mandate arc still rclativcly low which

is hampering compliance with the Act.'l'o address this, the Authority will
enhance its publicity efforts to increase visibility at National and County

Covernments levels, among corporates and consumers.

ii) The appointment of the Board Members.

In thc year under review, thc terms of six Board membcrs cxpired which
hampered the Authority's opcrations duc to dclayed dccision making. In
order to avoid recurrcnce of this in future, the Authority will propose to

the appointing authority to support the amendment of Act to allow for

staggering of the tenurcs of thc Board membcrs to ensure that thcrc is
always quorum to transact busincss at all times, and also expedite

information depositing and smooth transition.

iii) Lack of alignment with regional competition agencies.

Conflicting Competition laws at regional and national levcls havc

compclled the busincsscs to do double mcrgcr notifications which is not

only a bureaucratic bottlcneck but also increases the cost of compliance. T'o

mitigate this, thc Authority has concluded an MOU with COMESA

Competition Commission and will enhance engagcmcnt with both thc
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Commission and the yet to bc established East African Competition

Authority to set the clcar thresholds to addrcss thc problem.

iv) Lack of local research capacity

Duc to the specialized naturc of competition enforcemcnt, lclcal

universitics and research institutions lack capacity to undcrtake rescarch

in the arca necessitating rcliance on foreign institutions that arc not only

cxpensivc but also unablc to tailor some of thc rcscarch to the local setting.

l'hc Authority is engaging thc COMESA Compctition Commission to sct

up a Ccntre of Exccllence at a local university to build local capacity.

In the coming ycar, the Authority intcnds to dedicate its rcsourccs towards sustaining

its advocacy initiativcs, deepcn staff's skills and rolling out thc Lenicncy Program. The

Authority will also initiate investigations against T'rade Associations in the financial
and agricultural scctors that did not comply with SCI', but whose govcrning
instruments and practices may bc in contravcntion of the Act in addition to rolling out
the SCP to othcr scctors of the economy. The Authority will enhance quality service

dclivcry by transiting from ISO 9001:2008 to ISO 9001:2015 Quality Management

System and fully automate its operations by rolling out thc fintcrprise Itesource

Planning (EIiP) System and the Case managemcnt System. J'he Authority will also thc

review its Stratcgic Plan in light'of its expanded mandate and enhance its eirforccmcnt

effort after the proposcd amcndmcnts to thc Act are enacted.

F'inally, I wish takc this opportunity to thank thc Board, devclopment partners,

stakcholders and CAK tcam for thcir coopcration, support and commitmcnt. Togethcr

wc shall continue striving to crcatc c.fficient markets for consumcrs. Lastly, I invite

you to read thc Authority's Annual l{cport and Financial Statements for thc 201,51201,6

financial year.

ombe Kariuki
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Regulation of Market Structure and Conduct
In fulfilling its mandate, the Authority undertook the following initiatives, which are
captured in its strategic plan and cascaded in the Performance contract and work
plans, whose objective is ensuring efficient markets for sustainable growth and
development in the Kenyan economy.

Regulation of Merqers and Acquisitions 
j

Merger regulation entails a forward looking approach in regulating market structure
as per the Act and in accordance with best intemational practice, This is aimed at
preventing anti-competitive conduct before it occurs. Regulation of market structure
is provided for under Part IV (control of mergers) and Part V (control of
unwarranted concentration of economic power) of the Act. Specifically the
Authority;

i. Analyses all mergers applications;
ii. Investigates a1l mergers that may have been consummated without approval,

and;
iii. Identifies and analyses sectors whictr may feafure unwarranted concentration

of economic power.

During the period under review, the Authority considered a total of 151 merger
nofifications compared t9 148 of the 2014l2015.,fnancial year. Out oJ the 151, nineteen
(19) were brought forward from the previous year. Mergers with an international
dimension constituted 44o/o whtle local constituted 560/o of the L29 notifications
excluding non-mergers, compared to 49o/o and 51% respectively in the previous
period. Out of these, thirty eight (38) applications met the required merger threshold
for mandatory notification and seventy nine (79) were excluded from provisions of
Part IV of the Act while two (2) were mergers consummated without approval; twenty
two (22) did riot qualify as mergers'as provided for undei the consolidated guidelines
while ten (10) were at various stages of evaluation by closure of the financial year.
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Thc specific merger notifications during the period under review are provided for in
Annex III.

All thc applications were analyzed and approved within the statutory timelines of 60 
-

days. Specifically, the avcrage number of days to finalize a mcrgcr uPon reccipt of

complete information was 42 days whilc for exclusion applications it was 14 days. T'hc

chart bclow illustrates the notifications in terms of scctors handlcd during thc rcview

pcriod.

Merger application by sectors during 2075120Lb

Tourism Pif.Xrtior,
4o/o 5%Telecommunication

Education
2o/o EnergY

Financial

Horticulture

Property Hospitality
s%

'-. ICT
ZYo

o .ths

Legal

3%

Investment
3o/o

l.ogistics

that arc likcly to create, maintain or enhancc the ability of tlrt'nrur;;cd undertaking,

unilatcrally or in coordination with other undertakings, to exercise market Power.
b) I'ublic interest test (I'lT):

The PIT Guidelines takes cognizant of thc need to enhancc and sustain cmployment,

of both human and capital resourccs, through supporting (i) measures to ensure no

substantial job losses occur as a result clf mcrgers and that the effects on cmploymcnt

are mitigatcd in the short run; (ii) salvaging of failing and dormant undertakings and;

(iii) also, encouraging mcrgers of mcdia undertakings that will enhance production of

local contcnt/programs and thereof support youth employment.

T'hc following are some of the notablc n'Ierger transactions determined by thc

Authority whose main motivation was on promotion of growth of thc local

enterpriscs, continuity of busincss, Salvaging a failing firm, and the avoidancc of

unJus tificd ob losses action
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b 'l'ransaction 1: Acqrrisition of Nairobi Bottlcrs Limited lly Coca-Cola Rcvcragcs Limited
'l'ransactiotr 2: Acquisition of Kcringt.t Brand By'l'he (bca-C--ola Company

(Behavioural remedy and probablc negative public interest outcome post-transaction)

'l'hc Irirst tralrsaction involvcd thc acquisition of Nainrbi IJottkrrs l,imitcd (NIll-) by Coca-
Cola tJevcI'a6;cs Lirnitccl (CCIIA) for a considcration of cqtrity in (I(IIJA in accordancc with
a ncgotiatcd and agrccd ratio bascd on a relativc valuation of thc asscts bcing contributcd.
'l'hc acquisition of a controlling stakc in NBl, by CCBA was not going to changc thc cxisting
rnarkct sharc, as thc compctitor markct landscapc was not dircctly affcctcd with this
acquisition, sincc thc proposcd transaction involvcd changc of control in NRl,. 'l'hc

transactiolt was approvcd uncorrditionally bccausc it clid not raisc arry compctition or
public intcrest conccrrl.

l'hc Sccottd trar-rsaction itrvolvcd thc acquisition of Kcrirrgct llrand. This was a horizontal
mcrgcr that involvcd a 100(2, acqtrisition of the issuccl sharcs in Crown bevcragcs (thc non-
alcoholic scction of SAtJMillcr (Keringct ltrand)) by 'l'hc Coca-Cola Ciompany (l'CC(l)
whilc thc bottling part shall be ccdcd to Coca-Cola Bcvcrages Limitcd (CCfiA).

I'CCC is a non-alcoholic bcveragc company, whose pnrdr-rcts include; Coca-(bla, (lokc
light, I)ict coke, Ookc z,cro, fianta, Spritc, Stoncy, Krcst, Schwcppcs, Minutc maid and
I)asani .'ICCCI owns all tl-rc brands and tradcmarks br.rt tlrc bottling of thc said is dorre by
indcpcndcnt bottlcrs who arc licensed by thc I'CICC and arc assigned spcci,fic rcgions in
which to opcratr'.

SAllMillcr is a public limitcd company with its rcgistcrcd officc in thc Unitcd Kingdom
and a primary listing in thc Unitcd Kirrgdom as wcll thc iohanncsburg Stock l,lxchangc.
SAllMillcr wholly owns Crown Bcvcrages Limitcd (CIll,) which in turn owns thc brand
Kcringct. (ltsI, is involvcd in thc bottling and distribution of mincral wertcr spccifically
Keringct brand and othcr alcoholic bcverages nationally.

Therc wcrc ovcrlaps bctwccn the mcrging partics in rcspt'ct of bottlcd watcr. 'l'hc rclcvant
markct wastherefore thc national markct for bottlccl'watcr. I'hc top fivo water bottling
conrpanics itt terms of markot sharcs bascd on sales wcrc; Clrown Beveragcs (13.87"1,),Iixccl
(10.05%,), Coca-Cola (9.07'N,), Llighlands (5.68%') and Acqr-ramist l,td (5.58'U,). T'hc mcrged
partics would have a combincd market share of 22.8t1"1,, makir-rg thcm thc top playcr in thc
markct and as a rcsttlt wcre unlikcly to prcvcnt or lcsscn compctition in thc relcvant
markct for bottlcd water as both brands wcre to be rnaintaincd.

With rcgard to public intcrcst issues, thc transactiorr w;rs likcly to raisc ncgativc public
intcrcst concerns bascd orr thc fact that thc mcrging partics could only give commitmcnts
for two y"urr'and coulcl not provide thc possiblc post-mergcr outcomcs for the bottling of
Keringct brand in Molo plant.

Ilased on thc forcgoing thc transaction was approvccl on thc following conditions:-

'l'hc production of Keringet brand shall be continuccl for at lcast threc (3) ycars aftcr
complction of thc transaction;
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'fhc accluircr shall rctain thc current number of onc hundrcd and cighty six (1ti6)

cmployccs at thc Molo I'lant (Kcringct brand) for a pcriod of at lcast two (2) ycars affcr thc

complcticxr of thc transaction, and shall thcrcaftcr rotain onc hutrdred and forty (140)

cmpkryccs at thc plant;

'llrc rcsultant erntity shall retairr scvcnty lwo (72) nttmbcr of cmployccs in aclministration

divisiol-r in its Nairobi Bcvcragcs l,imitcd and (lrown Ilcvcrages l,imitccl compattics;

'['hc Coca Cola Company shall continuc to honour the cxisting third party distributors

corrtracts with rcgard to thc Keringet brand; and

'l'hc mergcd cntity shall provide detailcd arrnual rcports on thc post-mcrger cffects ort

cmpklymcrrt and futurc plans on cmploymcnt for thc ncxt fivc (5) years comtncncing from

Jantrary, 2016.

Acquisition <>f 70"/,, of thc Issucd Sharc Oapital of 'l'clkom Kcnya Limitcd by Jamhuri
Holdirrgs Limitcd.

(Salvaging a Failing Firm)

'1'hc transaction involvcd Jamhuri I Ioldirrgs Limitcd (Jamhuri) acquiring 70'l, sharcholding

in'l'clkom Kcnya l,imitcd (I'KL) and T'K[,'s dcbt cluc to Orangc lr,ast Africa S.A.

Jamhuri was,newly incorporated,entity of Ilclios Investors III, l-.I'] (Flelios,Fund Ill) to
ac<luirc sharcs in 1'K1,.

l'clkom Kcnya l,imitcd (TKl,) thc targct undcrtaking, is incorporatcd in Kenya, and was

jointly owncd by Orangc East Africa S.A. and thc (lovcrnment of Kenya. 'l'KL is involvcd

in folkrwing serviccs; fixed linc tclccommunicittions, mobilc telecclmmutrications, fibrc-

optic data scrvices, data proccssing, hosting ancl relatcd activities. l'KL ltas liccnccs ttr

providc scrviccs on national and intr:rnational mobilc, fixcd, and broadband platforms.

'['hc rclcvant prcldtrct markcts for thc proposcd transaction are the markcts for thc

provision of tclccommunications serviccs which includc: fixed linc tclccommltnications

rnarkt:t, mobile tclccommunications markct, fibre-optic data serviccs mttrkct, data

proccssing, markct, hosting markct and rclatcd activitics. Post-mcrgcr, thc numbcr of

playcrs, and market concentration would not changc since C)rangc East Africa S.A. was

transfcrring its ownership in TKL to Jamhuri. f'hereforc the transaction raised no

conrpctition conccrns.

With rcgard to public intercst issues, audited financial statcments of 'l'K[. show significarrt

krscs bcforc taxation for fivc (5) consccutivc ycars which alluded to l'KL. In the absencc of

thc proposed'transaction,'l'KL would havc to try strategies other tharr borrowing as it was

currcntly hcavily indebtcd, and would otherwisc bc forccd to exit the markct.

Ilascd on thc fact that thc transaction was likcly to salvagc'a failing firm, ttrc transaction

was fast-trackcd and approvcd unconditionally.

d

I'a;',t' 29



a

\\\,i \i i.t ili riii
. I .itl..li \l.i -ttr'ltl', ,l i )r)ll,

Acquisition of 100% of the Issued share capital in Central Glass Industrics Limited by
Consol Glass Proprietary Limitcd from Ilast African Breweries Limitcd.

(l']ublic intcrcst considcration - (iapacity to grow and retention of Jobs )

Consol Glass Proprietary Limitcd (Consol), the acquiring undertaking, is incorporated in
South Africa as a wholly owncd subsidiary of Consol I-Ioldings I'roprietary Limited. The

undcrtaking is involved in thc manufacture and supply of glass packaging solutions for a

numbcr of industries ihcluding beer, wine, alcoholic fruit bevera$e, spirits, non-alcoholic
beverage and food.

Central Class lndustries Limitcd, thc targct undcrtaking, is incorporated in Kenya as a

wholly owned subsidiary of East Africa Brewcrics Limitcd (EAtsl,). It is in thc business of
manufacturing glass containcrs in flint, ambcr and green colours.

Thc activitics of Consol and Ccntral Glass wcrer found to ovcrlap in the respect of
manufacture of glass containers. Analysis showcd that pre-mcrger Central Glass

Industries had a market sharc of 27"/o, while Consol had a market share of 0.5"1, in Kenya.

Post- Mergcr, the market share of the merged entity would increase to 27.5"/".

Analysis found that the transaction would result in thc existing vcrtical integration
bctween Central Glass and F.ABL being brokcn, as FIAtsL disposed off its sharcholding in
Central Glass Industrics Limitcd to an undertaking that does not operate in the

dowristream markef of product packagrlg. 'r ',

Thc competition test showcd that the mcrger would not lead to lesscning or prevention of
competition in the market for manufacture of glass containers. Instcad the transaction

would likely lcad to efficicncics in terms of increascd production for thc merged entity
from 31,500 mctric tonnes pcr ycar to 36,500 r'..'tric tonnes pcr ycar. Additionally, the

mcrger could likely confer ability to the m,-.r i'cc! - .ity to compcte in tl"re local and rcgional
markcts.

In order to mitigate against any job losscs and ensure efficiency in the transaction thc
merger was approved on condition that all existing employees (tt7 employccs) would bc

retained on thc samc terms and conditions and the mergcd entity would increasc

production from thc current 31,500 metric tonnes to 36,500 metric tonncs within three (3)

years of the merger.

Acquisition of assets of Yako Supermarkct Limited Ry Nakumatt Floldings Limited

(I']ublic intcrcst consideration)
'l ') ) -)

I'he transaction was a horizontal merger involving the acquisition of non-current assets of
Yako Supermarkct l.imitccl (Yako) by Nakumatt Floldings Limited (NKfI).,Post-merger,
NKII will control all the superrnarkct chains of Yako.

NKII, the acquiring undertaking, is incorporated in Kenya, and engages in retail market
for groceries and household goods spread all over the main urban ccnters in Kenya,

I']ag,c 30



U
\'".i ' 1i(

.. I ,rr- ti \i.tl. ll. ' 'ril\ \1) i -

Uganda, I{wanda and Tanzania. In Kenya, NKII has outlcts in Nairobi, Mombasa, Likoni,
Malindi, Nyali, Kisumu, Kakamega, Eldoret, Kisii, Nakuru, Kitalc, l'hika, Kiambq, Meru
and Nanyuki.

Yako Supcrmarket Limitcd, thc targct undcrtaking, is incorporatcd in Kcnya, and cngaged

in rctail market for grcccrics and houschold goods with threc branchcs of supcrmarkets
sprcad across thc wcstcrn rcgion of Kenya spccifically Kakamega, Bungoma and Ilusia.

The rclcvant product markct was the markct for Branded Formal I{etail while t}rc

gcographic markct was dcfincd as Kakamcga town sincc thc overlaps between thc
merging partics was in Kakamcga only, while thc acquiring undertaking did not have.'

opcrations in llungoma and Busia.

Tlre pre-transaction markct shares of thc playcrs in Kakamcga was NKll 16.7"/", Tuskys
Ltd 76.7'N,, Yako Ltct 16.7"1,, Mama Watoto l,td 33.2'y" and Walias Ltd "16.7%'. I'<>st-

transaction NKtl markct sharc would combinc with that of Yako to stand at 33.4%,.

Based on the foregoing, thc transaction was unlikcly to lcad to lcsscning or preventing of
compctition in thc relevant market, since the nrcrgcd cntity could facc cclmpctition from
thc other brandcd formal retailers who command 6(t.6"1, of the markct sharc.'lhc mergccl
cntity will also facc compctition frorn the informal rctailcrs who also scll groccries and
Irousehold goods.

In addition, branded formal retail stores are not vcry far from each,other. In Kakamega;
Yako Supermarket is about 100 metres away from'I'r-rskys.'lwo branchcs of Mama Watoto
Supcrmarkcts arc about 100 mctres away from Yakcl Supermarkct. Walias and Nakumatt
arc about 400 metrcs and about 500 mctrcs away from Yako rcspcctivcly. Yako, T'uskys,

Walias and Nakum;rtt Supermarkcts are locatcd along Kakamega Wcbuyc Iload. Mama
Watoto is located along Cannon Awori Strcct which is about 100 mctrcs from Kakamcga
Wcbuyc ltoad.

Also Kakamcga town has minimal barriers to cntry owing to two cntries in the last two
years (2010 and 2011 Nakumatt l,td and 'I'uskys Ltd respectivcly).J'his is also buttrcssed
with the fact that thcre is space availability along Kakamcga-Mumias I{oad and

Amalcmba, which may allow cntry of ncw playcrs and cxpansion of the existing oncs.

'fhe transaction thcrcfclrc, would not lcad to any ncgative compctition concerns. T'hc

transaction was approved on condition that thc mcrgcd cntity retains all two hundrcd and

cighty thrcc (283) cnrployees of Yako Supcrmarkct.

()trt of tlrt,thirty t.iliht (li8) full nrcrgt'rs harrdlccl, thc Atrtlrority rt'r'civt:cl t'lt'vt:n ('l l)
applications trrrclcr thc Joint Vcrrtlrrurs (JV) atrcl Private lrtprity (l'lr) invcstnrcnt funds.
'l'ht'analysis of JV arrcl I'lr nr('r'[,,crs is a topical issrtt'worlcl-wicle .'l'his has nt'ct'ssitatt'd
Ilrc rt'vit'rt,of tht'nl('rl,)cr 1,,rriclt'lint's to t'larify that for a 1<lint vt'nturc to r'orrstitutc a

"nr('r'li('r'" within tht'rnt'anirr1l ol thr. Act, it nrttst pt:r.l<lnl, lor a lorrl', clltratiorr (typically
1() ycars or rlort'), all tlrc ftrnt'tiorrs of an auton()nr()Lls cconor.rric t'ntity, irrclucl irrli:

a
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a) operating in a market and performing thc functions normally carried out by

undcrtakings operating on thc same market; and

b) having a managcment dedicated to its day-to-day operations and access to
sufficicnt rcsources including finance, staff and assets (tangible and intangible)
in order to conduct for a long duration its business activities within thc area

provided for in thc joint-venture agrccmcnt.

With regard to PE Investment funds, the main motivations for thcse types of
transact'ions are often to enhance efficiency of operations in firms, sprcad risk and or
bring in technical know-how, investmcnts, anrong others. The uniqucness of I'}E

Investment funds is that thcy do not consolidate accounts of investee companies, and
investment is for a specific period of time during which they assume control of the
investce company. Investments of such naturc are prevalent in sectors including; rcal
cstate, financial, Encrgy, Education and f'clccommunication sectors. Oftcn, such
transactions will not raise any substantive compctition concerns. flowever, where thcy
are likely to raisc competition concerns, they will be subjectcd to the type of analysis
that is employed in the context of mergers.

Transactions involving ]V and PE Invcstmcnt Funds which wcre notified to the
Authority during thc review period included the following:

i. Acquisition of 100% of the entire issued share capital in Vipingo Estate Limited
by Centum Investment Company Limitcd;

ii. Acquisition by Old Mutual Alternative Investments Holdings proprietary
Limitcd (OMAI[I) of the rcmaining 50%, shareholding in African Fund
Managers (AFM Mauritius);

iii. A joint vcnture between Helios Investment partners Ll,I'} (Helios) and Certain
Shareholders of Acorn Group l,imited (Acorn);

iv. Acquisition of 70"/" of the issued share capital of Telkom Kenya Limited by
Jamhuri Holdings Limited;

v. Acquisition by OMP Africa Investment company PTY l,imited of 40% of the
ordinary shares in Two Rivers Lifestyle Centre t,imited;

vi. Acquisition of certain asscts in Stellar Investment Holdings Limited by Catalyst
OCL Investment L,LC;

vii. Acquisition by Ccntum Investment Company Limited of additional79.75o/" of
the issued share capital in Longhorn I'ublishers Limitcd giving it a controlling
interest of 57%,;

viii. Acquisition by Catalyst Kinetic Investmcnts t,L,C acquisition of 43.8"1, of the
issued share capital in Kinetic Holdings;

ix. Acquisition by Section Investments Limited of 700u1, of the issucd share capital
in Mount Kcnya Safari Club lloldings Limited;

x. Acquisition by Stanlib l,imitcd <tf 700"/" of thc issued share capital in Greenspan
Mall t.imited; and
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Acqusition by Stitching Bcwaarder l'tsI. Mirror Fund II of the issued share

capital in Flighlands Mineral Water Company limited;

Additionally, during thc ycar undcr review, thc Authority:
i. I{eviewed, developcd and adopted consolidated mergcr guidelincs meant to

furthcr enhancc clarity, transparcncy, predictability in thc morgcr notification

process, and to conform with intcmational best practice;

Il. Interactcd and cxchangcd information with other compctition agcncies,

specifically COMESA Compctition Commission, Competition (lommission of

South Africa, Zambia Competiticln and Consumer Commission, and European

Commission and hcnce further enriching and sharing bcst intcrnational

practices.

It is notable that coopcration with regional bodies, sector regulators and competition

agencics has enhanced mcrgcr control process, while the sensitization and interaction

with stakeholders has lcd to incrcasc ir conformity to the merger revicw Process.

Control of Restrictive Trade Practices

Thc Authority under section 9(a) and (b) of thc Act is mandated to enforcc compliance

with thc Act through investigation of allegcd prohibited conduct. I)ursuant to Section

31, thc Authority is empowcrcd to initiate invcstigation upon rcceipt of a complaint

or after taking cognizance of possible violation through its clwn intclligcnce or from

the public. Section 21 ancl 22of the Acl lrtrl.ibit.; agreements whosc objcct or effect is

to Iessen competition. IIowever, cxcnrptrorr-> IrIZI| be granted pttrsuant to Section 26

of the Act upon application undcr Section 25 if benefits of such arrangements

outweigh negative effect on compctition. Further, cxemption applications rclating to

intellectual property rights and profcssional associations may bc granted pursuant to

Section 28 and 29 of the Act respectivcly. Additionally, Section 24 of thc Act prohibits

practices that constitute abuse of dominancc.
During the pcriod under rcvicw, the Authority investigated twcnty seven (27)

restrictive trade practiccs cascs compared to ninetcen (19) investigated in thc prcvious

year of which fourtecn (14) wcrc carried forward from the prcviotts rcporting period.

f'wclvc (12) of thc cascs wcrc finalizcd against four (4) in thc previous ycar as at thc

end of the reporting pcriod and appropriate rcmedies imposed, including financial

rcmedics amounting to Kcnya shillings fourteen million, three hundred and thirty six

thousand, four hundred and sixty six(kshs14,336,466.00). 'l'hrce exemption

applications werc rcccivcd and cvaluatcd, onc of which was finalizcd and thc

cxcmption grantcd whilc two wcrc urgoing at thc cnd of the ycar undcr rcvicw.

Additionally, the Authority carricd out initiativcs to cnsurc compliancc with its

dccisions and ordcrs, and also to cnsurc compliancc with various

I
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c()rnrnitnrr:rrts/trnclcrtakirrgs by tht: partics. I'hc Authority itnposcc'l finar-rcial pcnaltics
for thc' firnrs wl-rich inrprlcnrcr"rtccl mcrgcrs rt,ithotrt prior approval am()urrtinli t<r

Kcttya shillinlls tl-rrt't: nrillion, fivc httrrdrurd and twcnty six thotrsarrcl and fifty st'vt'n
arrd twt nty fivc ccr-rts (Kshs. 3,526,057.25).

Iiipi 1: I{'l'l' cascs pcr scctor hancllecl in 201512016

l'['rlccommunication
1-lt/"

I'litage Marrtrfacturing
19"/,,18"/,,

Advertising 4tl'ii,

I

9"tage Irducation 4')i

ffi'

T

4'.t;,

')itage Agriculture 4nri,

4t1",

I ('/,,tage -l ransport 157u
-t5,'/,,

Somc of thc ll'l'l"s and cxcnrptions cascs handlcd clr,rring thc pcriod undcr rcvicw arc
highlightcd bclow.
1. I Iorizontal a1,rr:emcnts

a) Outdoor Advcrtising Association of Kenya (OAAK)
'I'lre Authority initiatcd invcstigations into thc aclvcrtising industry in Kenya in Fcbruary,2015.
f'hc invcstigations revcalc'd that tirc mcrnbcrs of thc Ouidorrr Advcrtising AsSociation of Kenya
had used tlre auspiccs of thc Association to fix prices through a Circular datcd 29th April,2074
addressed to Mcdia tluying Agcncies and Clients giving a notice of revision of billboard priccs.

Key Flighlights
'I'he mcmbers of OAAK who signed tl-rc circular wcrc: Magnate Venturcs Ltd, l\1 Outdoor Ltd,
l,ive Ad Ltd, Look Mcdia l,td, Consumcr Link (lommunications l,td, Adsite Ltd,'I'angcrinc
Invcstments,Spcllman & Walker Iitd, Notos Ltcl and Firm ttridgc Ltd. 

)

Thc invcstigations establishcd that:
(a) T'hc (lircular was executed by all the twclvc mcmbers of thc Association;
(b) T'hc Circu-lar was, a..s a rcsult of thc Association mcetin6; hcld gn 29th April,2074;
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(.) 1'he priccs fixed were relatcd to thc 12M X 10M billboards in Nairobi and m

at Kshs. 160, 000 pcr month and Kshs. 150,000 pcr m<xrth both cxclusivc of

othcr towns;
(d) 'l'hc ncw ratcs wcre to contc into cffcct starting 1st August,20"14.

(c) Such horiz,ontal agrccmcnts orr prict s are hardcorc restrictions olt compctition arnd arc

thcrcl'orc pcrse prohibiterd.

(0 'I'lrt rccommcndation of thc minimun price was a contravcrttion undcr Section 21(1),(3)

(a) and 22(b) of the Act.
Ilaving concludcd the invcstigations, CAK issued a noticc of proposcd dccision undcr

Scction 34 of thc Act to all the mcrnbcrs of OAAK in thcir individual capacity.

All the partics, optcd to scttlc with thc Authority on individual tcrms and a cumttlative

perralty amounting to Kshs. 71,899,632.00 had bccn reccived from cight membcrs. The

a. l{csalc pricc maintenancc w}rich served to undermine intra-brand comprctition,

b. 'l'crritory allocation and

c. I(cstriction not to deal in competing brands.

Basr:d on thc abovc facts, the Authority concludcd that Clrown Bcvcragcs had breacl-rcd tht: Act.

l'hc Authority and Crown Bevcragcs subscqucntly entered into a Scttlemcnt Agrccmcnt whose

tcrms included financial pcnalty of Kcnya shillings two million, four hundrcd and thirty six

thcrusand hnd cig,ht hundred hnd thirty four (Ksfis.2,436,834). This)was informcd by

considering thc mitigating and aggravating factors which includcd coopcration, thcir minimal

market share and first time offcndcr. Clrurwn Bevcragcs was also rcquircd to amcnd the

offcnding, clauscs of thc Agrcement and cornmunicate thc satnc to the distributors and

actualizc thcir in-housc compctition compliance policy.

+il*i!

figurc was bascd on the rcspcctivc rclcvant tnrnovcrs and aftcr considcratiotr of thc variotts 
,

mitigating inclucling cooperation, withdrawal of thc circular, first time offcndcr, among I

othcrs, as providcd for undcr CAK's Irining and Settlcmcrrt I'rllicy.
-l'he intcrvcntion of thc Authority on this mattcr lcd to thc rcductitxr of thc priccs to bctwccn 

;

1lne hundrcd and one hundred twcnty thousand Kenya shillings (Kshs 100,(XX)-120,000)

from thc ag,rced price of onc hundrecl and sixty thousands Kcnya shillings (Kshs

160,000).'l'his translatcs to bctweren twcnty (2(y'1,) to twcnty fivc percen I (25"/,) savings to thc 
I

adve{r.sjng agcngic's andlhe gcncral public.

2. Vurtical a1,,rt'r'rncttts

b) (iompctitior-r Authority of Kcrrya and (lrowu Bcvcrages [,imitcd

Thc Authority initiatcd investigations into thc alcoholics' bcvcragcs sector in March 2014. 'l'his

was bascd on prcvious complaitrts that somc playcrs in thc scctor coulcl trc cngaging in

restrictive tradc practices and information obtaincd from intcrnal intclligcncc.
Kcy Highlights
f'hc invcstigations establishcd that thc Distribtrtion Agrccment betwccn Crown Bcvcrages and

its distributors colrtained rcstrictivc clauscs on;

I

I
I

I
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3. Exem on
4DX and Blue Sky World Ltd
l'his was an exemption application by 4DXand Blue Sky World l.imited for proposed:
4DX Auditorium and Strategic Alliance Agreement. The parties to the agrecmcnt werc:

a. CJ 4DI'}LEX Co. l,td (4DX)

A corporation existing and incorporated under the laws of thc I(epublic of Korea whosc
rcgistered office is at 451 Samil-dacro (70 Gyeongun-dong), Lions tsuilding, Jongno-gu,
Seoul 110-310, Korea. Thc company is the provider of the equipment ancl has no presencc
in Kenya.

b. tsluc Sky World Ltd
Blue Sky World Ltd is the exhibitor in this transaction and is an international company
which was set up in 7994 and provides advertising and markcting services in media and
cntertainment ficlds, as well as film production sphere, cincrna business and public
relations.
Key Highlights
The investigations established that 4DX Auditorium Agreement had the following
restrictive clauses relating to territory and brand exclusivity;

a. Exclusivity ovcr a period of time, protected territory and rights of first
refusal to the Exhibitor,

b. Barring the distributors from participating in any competing business in the
, territory, \: , ' ,

c. Not to cngagc, or proposc to engage, in the design, manufacturc assembly,
installation or sale of any systcm similar in dcsign or function to thc 4DX
system, and

d. A minimum amount of surcharge revenue to bc cha'gecl and collectcd by
the Flxhibitor for admission to a 4DX prcscntat; .rrr.

The conduct is prohibited under Section 2'J. and22 of the Act and exemption is provided
for under Section 25 of thc Act. Excmptions can thus be grantcd by the Authority if
sat'isfied that there are eiceptional and --pdlling reasons of public policy as prescribed
under Section 26(3) of thc Act.
The evaluation of thc excmption application revealed that the exemption would lead to
generation of more employment, supporting of the cinema industry in Kenya and
transfer of technology, among others.

Premised on the fact that public benefits from the arrangement would override detriment
to competition, thc exemption application was approved unconditionally for a period of
3 ydars effective June 20'1.6, for the 4DX Auditorium Agreemcnt arld Strategic Alliance
a
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pliance Initiatives
ArmajaroTrading f,imitea by EcomAgroindustrialUnauthorized acquisition of

Corporation Limited
This matter colrccrns thc acquisition of 100'%, of thc issucd share capital of Armajaro

Trading t,imitcd (ATt.) by F,com Agroindustrial Corporation l.imitcd (I1COM). 'l'hc

transaction constitutcd a merger within thc mcaning of section 2 and Section 41 (1X2)(3)

of thc Act as ECOM acquired 100% control over Af'L,

Key Highlights
1: ECOM voluntarily.reported to thc Authority and disclosed that it had acquired

ATL without gctting rcquisitc approval.

2. Section 42-(5) <tf the Act provides that any pcrson who contravenes thc provisions

of Scction 42(2) commits an offencc and shall bc liable, on conviction, to

imprisonmcnt for a term not cxcecding fivc ycars or to a fine not exceeding ten

million shillings, or both.

3. Scction 42(6) provides that in addition to thc pcnalties described in the above para,

the Authority may impose a financial penalty in an amount not exceeding tcn

percent of the prcccding ycar's gross annual turnovcr in Kenya of thc undcrtaking

or undcrtakings in question.

'4. It was established,that ATL was a failing firm and the intervention by ECOM to

acquire it savcd it from going into liquidation.
5. The Authority, aftcr taking cognizance of thc mitigating and aggravating factors

which includcd voluntary disclosurc, coopcration, failing firm and thc sizc of the

transaction imposcd a financial pcnalty of Kcnya shillings three million, fivc
hundred and twcnty six thousand and fifty scven and twenty five ccnts (Kshs.

3,526,057.25) which was 57u of thc relevant turnover on ECOM'

'l'o ccrncludc this pat't, arlt'ndmcrrts to thc Act rnadt' in 2014-2-015 providt:d for thc

lenicnc-y pr()lirant unclt.r setrtion 89A to cnhartt'r: cl'fcctivt:ncss in clctcctitxr, fitralizatiolr

arrd gt'ncral cornpliancc with thc Act, spccifically rcl,,arcling Scction 2l ancl 22.'l'ht'

Authority has clcvclopt.cl Lcnicncy l'rogram (ir-riclclincs wl-ric'h will bc opc'ratiorralizt'cl

in tlrc ycar 201612017.lrr acidition, it has rcvicwccl thc r:ons<tliclatcd l(cstrit:tivc'l'raclc
I)racticcs (l{1'l') guidclincs to incorporatc spt:r'ific guidclincs ()I1 prcclatory pricing,

intcllcctual proprt'rty rilihts and lrlock cxcrnptions. 'l'hcsc initiativt's wcrc to ctrhatrct'

clarity, transparcnt'y and prcdictahility in lirrt'with the intcrnational bcst practiccs.
'l'he Authority has establishcd that strfficit'nt cvidctrtiary infonnation is a prcrt'tluisitt'
to cffcctive dt:tct'mination of rcstrictivr. tradc practices cascs. 'l'he Authority for thc

first timc sinct'its itrception corrcl ur:ted a scarch and st'izttrc tlpt'ratiolr in orclt'r ttr
sccrlr('r'cliablt. cviclcrrct'l.ronr playcrs in tht: ft'ttilizcr st'ctor in Kt'r'rya.

'l'hc Atrtl-rority corrsidt'r's tltat rtmcdics for violati()ns r('!,,at'cling rttstrictivt' traclt'

practir:t's slrrlr-rld lrt trast'd on thc naturt' <lf thc inl'rin1,,cmt:ttt. I'rcnrisccl ott tht'
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forcgoing, the Authority will continuc to invest on skills of its employees on economic
and IT forcnsic analysis as well as forensic irrvcstigation of competition cases.

Protection of Consumers

Thc Constitution of Kenya Article 46 providcs for thc rights of consumcrs which
includes rights to: goods and services of reasonable quality; information necessary for
them to gain full benefit from goods and scrvices; protection of thcir health, safety and

economic intcrcst; and compensation for loss or injury arising from defects in goods
and services. In compliance with the Constitution, Sections 55-70 of the Act provides
for protcction of consumers.

Pursuant to Section 9 (b), (d) and (e) of thc Act, the Authority is mandated to receivc

and investigate consumer complaints, collaborate with consumer bodies and create

awareness to consumers regarding their rights, obligations and remedies under the

Act.

In its investigation process and pursuant to section 67 and 68 of thc Act, the Authority
consulted with other Governmcnt agencies such as Kenya Bureau of Standards (KEBS)

and Department of Weights and Measurcs. The Authority also held consultative
meetings with Cohsumer bodies aimed,at charting a way foiward for enhancing the
protection of consumcrs.

In the financial year 20151201.6, the Authority handled a total of 66 consumer cases/

complaints. Twenty eight (28) of the cases were finalized, sixteen (16) forwarded to
other relevant Government Agencies, whilc twenty two (22) are ongoing. It is notable
that the cascs investigatcd incrcased by 754'/" from the previous reporting period
where 26 cases were handled. This is attributable to sustained sensitization and

awareness initiativcs. A summary of thc cases handled during the reporting period is
in Annex VII
The bulk of complaints received were from Banking and l{etail sectors which recorded
21.o/<, and 18%, respectively while broadcasting had 1.4oh as shown in the pie-chart
below. Further, the Authority has witncsscd an increase in the numbcr of complaints
relating to online transactions and bancassurancc on false and misleading
representations and unconscionablc conduct.
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GORDON OYUGI VS JOSAMBO AUTO SI'ARES-, False and Misleading
Rgprgseltation in the Retail Scctor.

T'hc complainant allcgcd that he bought a sccond hand cngine from Josambo Auto
Sparcs at a cost of Kshs 40,000, which he was assurcd was in good condition.

llowevcr, thc engine was leaking and cmitting smokc. 'l'his complaint was

invcstigatod undcr Section 55 (b) (v) of thc Act. Uporr tlro A,rtlrority's intcrvention,
the parties agrccd to scttle the disputc by thc compiainant r cturning the cnginc and

being refundcd the purchdse pricc. 'I'his cnsured that the consumer's rights to goods

of rcasonablc qua!ity arc prolectcd,
AMRO INSUT{ANCE BROKERS VS NIC BANK- Unconicionable Conduct in.ttre

B ancassurance sub-sector.
I'hc Authority received a complaint on 15tr' April 2016 from Amro Insurance

Brokcrs, rcgarding coercion by NIC Bank's bancassurancc Division. FIc allcged that

his client was instructed to canccl an insurance policy hc had obtaincd from Amro
Insurancc Brokers and to procurc a frcsh one through the bank's agency sincc the

bank was financing his loan facility for a motor vchiclc. After intervcntion by thc

Authority, NIC Bank acccptcd thc client's choicc of insurance agcnt.'l'hc bank was

cautioncd vidc a lettcr datcd 16il' June, 2076, lo dcsist from such conduct as it was in

contravention of scction 56(2) (a ) and (d) of the Act
CHEI'AN AMLANM NAKUMATT- Unconscionable Conduct in the Retail
Sector

Mr. Chetan Amlani allcged that hc obtained a Nakumatt Cllobal card from
Nakumatt South C- branch Customer Servicc Ccnter and paid Kshs 100 which he
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thought would be credited to his card for activation but later learnt that the Kshs.

100 was a charge for obtaining the card. According to the complainant, the staff at

Nakumatt did not explain this to him prior and he thought that the card was
supposed to be obtained for free. The complaint was investigated pursuant to
section 56(3) of the Act. After intervention from the Authority, the complainant was

refunded the amount into his card and the case was finalized on 17th February 2016.

This case points to the fact that condumers can lodge corrtplaints where their rights
to protection of their economic interests are violated, even though the transactions
may seern trivial. Such transactions affect a wider population and may have a great

,i, ,, il,
on the ,e9.9losY:

Duc to dynamism of markcts coupled with innovations, ncw tcchnologies, products
and serviccs, the Authority has seen challcngcs arising out of online transactions, Data

Privacy and Ownership and Digital Financial Scrviccs (l)FS) among othcrs. I'o
enhance consumcr protection with thesc emerging issucs, thc Authority is

undertakinl; soft enforcement through cngagement of the scrvice providers. lt is also

engaging thc business community to create awarcness as a way of minimizing
violations of consumcr rights.

Policy and Research Initiatives

The Authority is mandatcd under scction 9 (g) and 1ti of thc Act, to cngagc, conduct

and facilitate rescarch to mattcrs relating to competition and consumcr protcction.
'I'he utility of the rcscarch conductcd is to inform rcgulatory action by the Authority

and statutory instrumcnts by other policy formulating bodics. I'hc intcnded outcome

of thesc activitics is thc consistcnt applicatiorr of compctition principles across scctors

in acldition to compliancc with thc Act.

In thc year trndcr revicw, the Authority prioritized and undcrtook markct inquirics in

the tclccommunications and financial serviccs scctors as a way of contributing to the

achicvcmcnt of Kenya Vision 2030.

I'he following market inquiries werc conducted;

Unstructured Supplementary Service Data Market (USSD) in the

telecommunications sector

1
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The Markct inquiry into the USSD market was commissioncd by the Compctition

Authority of Kcnya in conjunctiorr with F'inancial Sector Dcepening Kenya (I'SD)

and was carricd out as part <lf its mandatc to promote and safcguard compctition in

Kenya and to protect consumcrs from unfair and misleading market conduct.
'Ihc objcctivcs of thc markct inquiry wcrc

i) To determine whether thc provision of USSD sorvices leads to constraints in

compctition in financial surviccs and relatcd markets

ii) To cstablish whether thc pricing for USSD scrvices are compctitive.

iii) To establish the quality and accessibility of USSD scrvices

T'his inquiry is at the validation stagc, but prcliminary findings points towards

exccssivc pricing, pricc discrimination and cxclusionary abuse of dominance.

2. Banking Sector Inquiry Phase II

T'hc Authority in conjunction with Financial Sector Decpening Program conductcd

a market inquiry into the Banking scctor. The Banking Phase I Inquiry, which was

completed, fclcused on barricrs to competition in thc sector from a supply-sidc

perspective. It cxamined the structurc of the banking industry to , determinc

whcther thcrc were indicators of markct concentration, pricing lcvels out of line

with thosc sccn in comparator nrarkcts or cxccssive profitability. It found that

profitability of the banks and intcrcst rate sprcads in Kcnya are comparable to those

in other rclevant countries. It also found that with the cxccption of certain savings

markct scgments, the banking scctor was not ovcrly conccntrated (i.c., supplicd by

relatively few firms).

FIowcver, thc Authority was conccrncd that dcmand-sidc factors may be"impacting

the effectiveness of market function. It is on this basis that thc banking scctor

inquiry phase II was initiated. 'l'hc objcctivc of the stucly was to detcrmine whether

there arc features besides markct structurc which impact on compctition and

consumcr protection spccifically:

i. Barricrs to switching, providers and transparency of pricing to consumers of

financial serviccs.

ii. Conccrns over compliance of mobile credit providers with credit reporting

rcquiremcnts and the use and disclosurc of consumcr transaction

infclrmation, particularly in the contcxt of mobile credit scoring.
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Advocacy Initiatives

Compctition advocacy refers to thosc activities conducted by thc Authority rclated to

the promotion of a competitive cnvironmcnt for economic activities by means of non-

enforcement mechanisms, mainly through its relationships with governmental bodies

and other stakeholdcrs. Through this initiative, the Authority adviscs the government

on matters relating to competition and consumer welfare. As part of the advocacy

initiativcs, thc following wcrc achieved:

Upon finalization of the above studies, the Authority intends to implement their

recommendations with the aim of correcting the market distortions that have led or
continue to cause sub-optimal market outcomes through Advocacy and/or
Enforcement activities.

3. , Special Compliance Process

Under the Special Compliance Process, the Authority engaged Trade Associations

in the Agricultural & Agro Processing Sector and in the Financial Services Sector.

The objectives were to:

i. Ensure that Trade Associations are in compliance with the Act;

ii. Facilitate the identification and rectification of past conduct;

iii. Increase awareness and foster better practices in the future; and

iv. Address and resolve inadvertent contraventions.

Some of the achievements of this process include:

i. Increased awareness of the Competition Policy and Law with the

,.r associations in, agriculture and finqnce sector such as'Bast African Tea

Traders Association, Cereal Millers Association, Kenya Bankers Association,

Association of Kenya Insurers , Association of Kenya Re-Insurers, Kenya

Forex Bureau Association, BIMA Intermediaries Association, Kenya

Association of Stock Brokers and Ilvestrrrent Group.

ii. Some of the Trade Association:r o|,,,lrcd for exemptions.

iii. A number of Trade Associations have rolled out internal compliance

, Programs' . r

iv. The Authority has developed a framework to monitor the Associations'

compliance with the Act.

)
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1. The Product Market Regulation Report: "Unlocking growth potential in Kenya:

Dismantling Regulatory Obstacles to Competition"

f'he "lJnlocking groruth potcntinl in Kenrla: Dismantling Regulatonl Obstacles to

Conryetition" Ileport was launched cln 9il' Deccmbcr,20"15 by the Cabinet Sccretary for

National Treasury, Mr. Ilcnry K. I{otich. The rcport identifies regulations affecting the

ability and incentives of firms to enter thc market and compete. lt provides a set of

recommcndations to transform kcy sectors namely agriculture, tclecommunications,

elcctricity, professional scrvices, insurance, and air transport which are key drivers of

the economy and Kenya Vision 2030.

At a broad levcl, findings show that great improvcmcnts could be achicved in Kenya

by undertaking reforms in order to limit:

i) Government interventions and the role of State-owned enterprises (SOEs) to

situations wherc the privatc sector is unable to operate, and definc a clear

, policy on the extent of Government,intervcntion.

ii) Barriers to entrepreneurship, in particular revicw rules that are likely to create

discriminatory conditions between market players and to limit their business

strategy options.

iii) Barriers to trade and investment such as differcntial trcatment of foreigners

with regard to public procuremcnt, and relativcly higher tariff for agriculture

products.

The Authority continued to implemcnt thc PMR rcport by engaging actors in thc

financial and agricultural sectors which culminated in thc signing of MOUs with thc

Agriculture Food and Fisheries Authority and Insurancc Rcgulatory Authority.

Further, the rcport supports thc enforcemcnt of the Authority's mandatc to advise on

policies, rcgulations, and rulcs that can distort competition, affect market performance

and harm consumers.

Cooperation Frameworks

Thc Authority signcd Mcmoranda of Undcrstanding (MOU) with sector regulators,

rcgional and irrternational competition agencics. 'l'hcsc MOU's are appropriatc,

effective and flcxiblc tools for exprcssing the common intcnt of the parties involved.

Pagc 43



c,x1ir+.\,/---' ,\NNIr,\l ltl l'( )l( I

& l:inancial Sti.rtcrrrcrrt' l()l i,'1016
Sector regulators regulate within thcir specific sectors on issues pertaining mainly to

tcchnical and economic regulation. In some cases, competition regulation is provided

for in the statutes which govcrn sector regulator operations. This givcs rise to the

issuc of concurrent jurisdictions betwecn sector regulators and thc competition

authoritics. These MOUs arc:

i. Agricultural Foods Authority (AFA)

I'he MOU with AFFA was signed on 29th March 2016 and will facilitate the

Authority's overall objective of promoting thc principles, of Compctition [.aw and

Policy by providing an avenue for information sharing and the application of
competition principles in the agricultural scctor.

ii. Insurance Regulatory Authority (IRA)

The Authority signcd the MOU with IRA on 11th April 2016 which will facilitate

information sharing besides assisting the Authority in enhancing enforcement of
contraventions of the Act.

iii. Kenya Bureau of Standards (KEBS) ,, .,

Pursuant to scction 67,lhc Act requires thc Authority to consult with the Kcnya

Bureau of Standards (KEBS) in all matters involving definition, spccification,

standards and grading of goods. Furthcr to this, the MOU which was signed on

23rd Fehruary 2016 will facilitatc investigations of consumer complaints.

iv. Department of Weights and Measures

It was the realization of the Authority that consumer issues also arise in thc area

of weights and measurcs. In this regard, thc MOU which was signed on 10,h

February, 2016 will facilitate information sharing in thc areas of policy
formulation, complaints, opcrational proccdures and analysis of matters arising

from the Competition Act, Weights and Measures Act and Trade Descriptions Act.

Regional and International Competition Agencies

The Authority has continued to interact with regional and international competition

agcncies in its endeavor to extinguish anticompetitive concerns with cross-border

implications.
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'l'hc Atrtl-rority continrrt'rl to arlvist'tltt'1,,ovcnttttt'trt otr tht'[rt'sI l.l'tttttt'work tl]'

c1r't.1rt.nirr1i intr'1,,r'ation, rt,hilt'nriti1,,rrtin1,, al,,aitrst tl'rc clrallt'n1,,cs ol't'rtlss [rorclt'r

cornpc'titiorr irrl'r'ai.tiorrs atrcl 1:r1,1'1'lnppitrg, jr.rriscl it'tions. l'rctrtist'cl orr LItis, tht'

Authority corrr'lrrrlt'cl arr M()LJ l,r,itlt ('('('on 28trr n pril 2()l(r, rvitlr tl'rt'obit'ttivt'of

r:xr:harrg,e oi inlirrntatiorr, coorclination ol' at'tiotrs, Lt't'lrttit'al assistattct', t apat'ity

trrr ilclin1,, ancl r'or rstr l ta t iotr anton!,, t ht' t wt l it gt't-tcics.

ii. JapanIiair'l'ratle('ornmission(JIr1'(l)
ltr ol'clt'r ttl t'trhattt't'its t'ttiol't't'llrt'ttt caPat'it1', tlle Atrtllot'ity t'txlt'ltttlt'cl alt MOU

with JIll'('otr thc ()tlr ol Jrrnr'201(r wlrost'objt'r'tivt'is to l'at'ilitatt'ittlot'rtratiotr

sl raring, tt't'l'rr r ica I assisIanct' ancl capacity [rtr i Id irr1',.

t
(iompetition Authority of Kenya (lhairrnan Mr. I). Ong6lo with the (lhairrnan of

Japarr Iiair f'radc ('onrnrission (JIr1'(i) Mr. Kaztryuki Stl(llMO'l'() after signinl; a

Mcmorandunr of Urrdcrstanding (MoU) to entrancc ('AK's techr"rical assistance and

capacity builcl

Awarcncss Crcation Activitics arrd Oapacity lttrildinli
'l'lrt'Arrtlrority 

1'1y1111 lrctt'cl scvt'r'al at'tivitit's clt'si1,,nt'cl Io crt'att'awal'('tl('ss oI its
rrtatrclatc, tvhit'h itrt lttrlt'rl :
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a) County Initiatives

To promote competition culture, consumer protection mandate and enhancc

corporate visibility at a devolved levcl, thc Authority participated in various fora

organizcd by County Governmcnts as follows:-

'I'hc 2nd Annual Lakc I{egion Agribusincss lnvestment Conference and

Exhibition organized by Western Agribusiness Investment Platform held in
Vihiga County from 22nd - 25th Scptembcr 2015. T'he participants wcrc from
fiftecn (15) County Governments namely: Vihiga, Kakamega, I'rans Nzoia,

Narok, Kisumu, Migori, Nyamira, Kericho, Bungoma, Busia, Nandi, Siaya,

Floma Bay, Kisii and Bomet.

r I tHollty

----"---

CAK staff interacting zoith the public during the Vihiga Agribusiness

Conference

il. Kajiado I']ublic Participation Forum organizcd by Kajiado County Government

on 29th Novcmber , 20'J.5 and 6th Dccember, 2015 in Kajiado North and Kajiado

East respectively.

I11 3rd Annual Dcvolution Conference organizcd by thc Council of Governors in
collaboration with thc Ministry of I)evolution and Planning in Meru County
bctwccn 19th and 23rd April,2016.I'he devolution confcrence was attendcd by
delegatcs from all the forty scven (47) county govcrnmcnts.
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The Authority also carried out consumer awareness campaigns dubbed the

Consumer Blitz Campaign (CBC), in shopping malls located in the lower and

middle income areas of population including Nairobi Eastlands, Kajiado and

Kahawa West areas in the months of October and November 2015 and this will

be escalated to other areas. Sensitization was in regards to consumer rights and

obligations especially in the retail sector.

b) World Consumer Rights Day (WCRD)

The Annual World Consumer Rights Day (WCRD) was marked by the

Authority on 15th March, 201,6 in Mombasa in collaboration with the County

Government of Mombasa. The global theme was "Antibiotic I{esistance",

which was customized to read "Stay Safe, Stop Antibiotic Abuse". Some of the

stakeholders who participated in commemorating the day included: Sector

Regulators and other Government agencies such as Kenya Bureau of Standards

(KEBS), Anti-Counterfeit Agency (ACA), Department of Weights and

Measures, Insurance Regulatory Authority (IRA), Kenya Medical Research

,. Institute (KEMRI), Kenya Consumer, Protection AdvisOly Committee

(KECOPAC), Ministry of Health, Kenya Medical Training College -Mombasa
and Kenyatta University Mombasa Campus. Other participants were

Pharmaceutical Society of Kenya and Nairobi Techpharm Ltd. Consumer

bodies such as Kenya Consumer Organization (KCO) and Consumer

Information Network (CIN) also attendcd.
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Some of the Participants during the 2016 World Consumer Rights in
Mombasa.

c) The World Competition Day (WCD)

Thc WCD as declared by the UN is celebrated annually by compctition agencies

globally. Thc day aims at raising awareness on competition issues and the

importance of regulating competition in liberalized markcts for the benefit of

consumers. In the ycar under rcvicw, the Authority .r'leb ated thc WCD on 9th

December, 2015 whosc themc was: "Competirionr i , i: cy and l,ata, a Dritter for
the Ease of Doing Business and Increased Inoestmeflt". 'l'he theme aimed at

entrcnching compctition policy as a kcy driver in achicving the objectivcs of

Kenya Vision 2030 and enhances the Authority stakeholders' support in its
enforcement activitics. Thc occasion was graccd by Mr. Henry K.

Rotich,Cabinct Secretary, The National Treasury.

\\\r \l til..P()til
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CAK Director General (Centre) with the Cabinet Secretary for National

Treasury, Mr. IIenry K. Rotich, join during the 2016 World Competition Day

in Nairobi

Capacity Building F orums

a) Regulatory Impact Assessment Guidelines Workshop

Thc Authority in collaboratior-r with'l'hc World Bank (lroup held a workshop

on thc Compctition I{egulatory Impact Asscssment (l{lA) Guidclines 1vn $ilt

Deccmbcr, 2015 with participants bcing drawn from government ministries,

dcpartments and scctor rcgulators. I'hc ItlA guidclinc aims at providing

guidance for policymakcrs on how to asscss wl-rcthcr a proposcd regulation is

likcly to rcsult in major anti-competitivc cffccts in thc cconomy and also assist

in dcvcloping lcss rcstrictivc altcrnativcs to achicve governmcnt policics. Thc

workshop providcd practical guidance on how to screen

regulations/rules/policies that may havc anti-competitivc cffcct.

b) Centre for Competition l,aw and Economic Policy (CCLEP)

'I'hc Authority in collaboration with thc Univcrsity of Nairobi, establishcd a

virttral Ccntrc for Compctition l,aw and Economic I'olicy (CCl,IiP) to support

its work in Kcnya and clthcr agencic's across the rcgion through capacity

building programmr)s, rescarch, and by providing a platform for information

sharing on cmerging issucs in compctition law and cconomic policy across thc
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EAC and COMESA region. Somc of the activities undertaken as part of this

initiative are:

The Competition Economics and Law Capacity Building Workshop

The Authority, in collaboration with the Ccntre for Competition, Regulation

and Economic Development (CCIIED), University of ]ohannesburg helcl the

annual Competition Economics and Law Capacity building workshops. tsoth

courscs were held on 18th to 20tt'August, 2015 in Nairobi, Kenya. The objective

of thesc workshops was to build capacity for competition practitioners, the

business community, government departments and sector regulators.

ii. The Annual Competition Policy and Law Symposium

The Second Annual Symposium on Competition Policy and Economic

Regulation was held on 21't August, 2015. The objective of the symposium was

to provide a platform to showcase the Authority's work and also gavc its

stakeholders the opportunity to debate on the emerging issues in competition

enforccment. The participants were drawn from the judiciary, busincss

community, sector rcgulators, government ministries'and research institutions.

Thc cvcnt was g,raccd by former Judgc, Cour de cassation, Francc and

Chairman of thc OECD Compctition Committce, F'rederic Jenny, whose key

note addrcss was on "Regional Cooperation and Cartel Enforcement" and "The

role and the contribution of economic analysis in the enforcement of
competition laut". The symposium sensitized members of the judi< .!.ry v ,ro

included the Chief |ustice and President of the Supreme ('ourt of K. nya, Dr.

Willy Mutunga.

d) Itegional Competition Regulation and Consumer Protection in COMESA

and East African Community Workshop

This workshop was held from 28th to3Oth Jrne,2076 with participants drawn

from EAC, COMESA, Ethiopia Trade Competition and Consumer Protection

Authority, Universities of Nairobi, Makerere and Dar es Salaam as well as

CCRED, University of Johannesburg, Officc of Attorney Ceneral. The

Workshop was aimed at enhancing regional integration through developmcnt

of cooperation mechanisms between national authorities and regiclnal

competition regulators in thc EAC and COMESA; addressing the emerging
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isstrcs on cr()ss borclr.r c()nlp(,tition enf()rccnrcnt nrattcrs ilr rcg,ard to nrt'r'11eis

ancl cartcls; anrl ('r('ating a n('xus bctwccr-r rcscarch/rrnivcrsitit's and

conrpctition agcrrcics in ordcr to inr:orprlratc rcscart:h as a kcy variablt'ir-r tht:

('n f()r('cmcrr t pror:r:ss.

I'articipants of thc during thc I{egional Competition l(egulation and Consumer

I'rotection Workshop held on 28-30th June,20-16

Interactions with Univcrsities
'l'o cntrcnr:h rrrllatrrlrativc rcst arclr ar"rcl dcvclopn-rt'nI oI c'trrricLllLul itr ('onrpt'tition

I'olicy & Lan,, thc Ar.rthority liacl tht' following irrtclactiorrs witl-r Univt'rsitics:-

A prcscrrtatiorr on "ltttytortnncc of cotttTtctitiotr polic.rl nnd lnto lo n trtodL:rnizittg

Kutryntt cconotnV" macic at Strathrnorc IJrrsint:ss School olr l(rtl'Nov,201(r.
'l'hc participants incltrcle cl studcnts, lccttrrcrs arrcl businuss e xccutivcs.

Prcst.ntation orr "llcccnt dcut'lttynrrcnts itr comyctition lntolirttcrnntionnl trt'nds",

"t:nrcrgi ttg issrrcs ir rdntiott to corttltctition lmu itr Ktttryn" ancl " lvlrrgcr

.Asscsr-lllclll pt'oct'ss" nrarlc at tl-rc Kcnya Sr:hool oI Law dtrring lht'A-7,
trair-rin1,, orr compt'tition laws ht'ld txr 25tt',,r 27'r'Atr1,,trst,2,().l5.
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iii. Presentation on the CAK mnndatc in the aren o.f restrictiae trade practices,

consunlcr prltection and mergers and acquisitions made to the University of

Nairobi students 6n $trr Novcmber,2075 and 13il November,201,5.

iv. In collaboration with Prof. Eleanor Fox from New York University

conducted public lectures at the Univcrsity of Nairobi and Strathmore

University on " Globnl Emcrging lssues in Antitrust and Competition Law" on

21't July,2015.
Opinions and Advocacy to Govemment

In the year under review, the Authority gavc its opinions to the government and

sector regulatory bodics in regard to cultivating competition principles and its
application in the Kenyan economy which includcd:

Inter-Agency Review of the Regulatory Environment for Taxi Transport

Services

Following the debut by the app based Taxis in Kenya in201,5, thc Government

constituted an inter-agenry Committee consisting of representatives from the

Kenya Revenue Authority, the Nairobi County Government,,the National
Transport and Safety Authority and Kenya Investment Authority, which was

chaired by the Authority. The Committee made rccommendations that address

the sector challenges and ensure harmonious existence between the traditional
ta,''is and the app based taxis. As a result of the said recommendations, the taxi
industry has grown apprcciably and attracted investment in the said sector.

Advisory opinions to Corporate and other Stakeholder

During the period, the Authority responded to a number of opinion requests, some
of which are highlighted in Annex VI.

a. Participation in government forums

The Authority participated in various other forums relcvant to its mandate

including:

i. Compctition Law Seminar held on Bth October 2015 in Nairobi. The

Authority actively participated by giving the Key notc address and also

took part as panelists in merger and restrictive tradc practices sessions.

The seminar's objcctive was to create awareness on new mergcr regimes

and thc restrictivc tradc practices laws in force in Kcnya.
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The Authority participated in the Stakeholders Consultative Workshop

which initiated development of the National Investment Policy under the

auspices of the Ministry of Industrialization and Enterprise Development

on 13'h October, 2015. The policy once developed is aimed at guiding

attraction, facilitation, retention, monitoring and evaluating private

investments in the country.

The Authority participated in the World's Standards Day national

celebrations organized by Kenya Bureau of Standards on 14th October,

2016.

The Authority participated in the Stakeholders workshop for validation of

risk based capital guidelines, insurance agents' guidelines and insurance

capital requirements regulations organized by Insurance Regulatory

Authority on l.8th November, 201.5.

The Authority has actively been participating in the working grouP on

Bilateral Air €ervices Agreements (BASAs) in the Northern Corridor

Integration projects. The projects are in regard to implementation of

Multilateral Air space Agreements and Competition Rules within the

Northern Corridor Block which are being coordinated by Ministry of

1'ransport and Infrastructure.

The Authority participated in the forum organized by the Petroleum

Institute of East Africa to sensitize its Members for ease of sclf-regulation

on the new Companies Act as well as the Competition Act held on 10th

March,2016. The Authority made a presentation on the "Rolc of Competition

policrl and law in Kenya and its releoance to players in the oil nnd gas sectlr".

T'he Authority participatcd in the marking of World Anti-Counterfeit Day

on 28tt' June, 2016 in Nairobi, exhibited and made a presentation on "the

importance of fair business practices in the Kenyan market" .

I'he Authority participated in the Public Forum on Ilegulation of

Dominant Firms in Kenya organized by Institute of Economic Affairs on

13th August,201,5.
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ix. The Authority participated in the Oil Industry Stakeholders forum
organized by Ministry of Energy and Petroleum on 2"d - 3..rMarch 2016.

x. The Authority made a presentation to the Tea Task Force appointed by

Ministry of Agriculture Livestock and Fishcries to look into the

improvement and sustainability of Tca industry, specifically on the

earnings for the growers organizcd by Tea Directoratc on 9th Dccember

2015. The prescntation was on thc mandate of the Authoritq and how it
interfaces with the Directorate and general competitiott issues likely to arise fronr
the sector.

xt. The Authority participated in the development of the draft Competition

Tribunal Rulcs workshop from 17tr' to 2'1.'t May 201,6.

Regional Integration and International Cooperation

The Authority participated in various regional and international fora relcvant to its

mandate. Specifically, the Authority participated in both regional and international
qvents with the aim qf achieving efficient,markets through regional integration as ,

follows:

i. Presented a paper on "Priorities for Effectiae Contpetition lmplementation in

the EAC Region" in the East African Community Competition Policy and

Law (EACOMP) workshop held from 13th to 14th October 2015 whose

objective was to discuss on how to accelerate the implemcntation of
EAC competition Policy and l-aw.

ii. Participated in Swaziland National Stakeholder workshop on COMESA

Compctition Regulations facilitated by COMIISA Competition

Commission held from 2'd to 3'd March 2016. The Workshop aimed at

enhancing stakeholder understanding of the COMESA competition

Regulations in Swaziland.

iii. I']articipated in the COMESA Merger Guidelines sensitization forum

from 16th to 18il'Scptcmber 2015, tn Cairo, Egypt.

IV Participated in rcsearch skills workshop organized by African

Competition Forum (ACF) held in April 2016 in Pretoria, South Africa.

Thc objectivc of thc workshop was to discuss how to conduct cross

country sectoral studies by ACF Members.
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In the spirit of building capacity and adopting international best

practices, the Authority participated in the Intemational Competition

Network (ICN) conference held from 26th to 30tr'April 2076 n Singapore.

The Conference highlighted the enforcement fundamentals, dealing

with disruptive technologies. During the ICN World Bank Conference,

the Authority won an Advocacy contest, 20'16 award for Using adaocactl

and bttilding credibility to achieue compliance with competition law.

vi. The Authority participated in Inter governmental Group of Experts

meeting, UNCTAD in Geneva, Switzerland, from 8th to 10th July 2015 and

made a presentation on "lnternational Cooperation on Merger cases as a tool

for effectiae enforcement of competition lnw".

vii. The Authority participated in the OECD Global Competition Conference

held from 29th to 30th October 201,5 in Paris, France where it chaired and

moderated the main plenary session on, " Serial offenders: lNhy do some

induatries seem prone to endemic collusion? " ,r ,,

viii. The Authority presented a PaPer on "Engaging with consunters at the

countq leael" inlnternational Consumer Protection Enforcement Network

(ICPEN) Conference held in April2016 in London, United Kingdom. The

conference theme was "Delivering Better Enforcement Together" and a

' number of consumer protection issues were discussed. l

ix. The Authority in collaboration with Japan Fair Trade Commission (IFTC)

conducted a two duy training course on Bid Itigging in Public

Procurement in February, 201'6 n Nairobi. The training focused on

competition enforcement with respect to investigation of Competition

issues in Public procurement.

x Made contributions in the publication of the African and Middle Eastern

Antitrust I{eview 2016 under the article cntitled "Special Compliance

Proccss and Block Exemptions", which portraycd the Authority's efforts

in bolstering its competition enforcement activities to remcdy systemic

contravcntions. In addition, the Authority contributed to the Flandbook
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of Competition Economics 2016 that provides for details on competition

agencies' economists, organizational structure charts and a Q&A
explaining their input into competition regulation and the enforcement

Process.

Human Capital

Pursuant to Section 13 of the Act, the Authority's lluman Resource and

Administration function continues to attract, train and retain highly qualified, skilled

and motivated staff with an aim of creating an efficient and effective system.

During the period, the Authority enhanced the capacity of its staff with the requisite

skills and expertise while also providing a conducive work environment in terms of

infrastructure and equipment for optimal productivity.

At the end of the financialyear, the Authority's staff establishment was at forty nine

(49), out of which thirty one (31) were male while eighteen (18) were female which

met the constitutional gender balancing requirement as per figure 3 below.

Gender Representation

Staff Gender Representation Chart
The staff establishment also met the Constitutional requirements on diversity as

shown in the pie-chart below;
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4%
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4%
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4%
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4%
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Pie-chart: Staff representation by County.
Thc third graup of the Young Prpfessionals joined thq Authority for the ope year
apprenticeship program, which is meant to build capacity in Compctition Policy and
Law in the labor market. The Program targets Masters level graduates with a bias in
Law and Economics and below the age of thirty (30) years. 'l'wcnty University
students were also offered Industrial Attachment in various departments within the
Authority.
Based on the approvcd Training Calendar, the Authority sponsored staff members to
attend various training programmes aimed at enhancing knowledge, skilis and
abilities specifically in thc areas of merger analysis, investigations, consumer
protection amongst other technical areas.

In addition to the above programs, the Authority also facilitated various trainings as

required by statutory bodies such as NACADA, National Aids Control Council
(NACC), Directorate of Occupational Health Safety Services (DOHSSO, Commission
on Administrative Justice (CAJ), National Gender Equality Commission (NGEC) and
National Council People with Disability (NCPWD).
The Authority showed commitment in promoting employee well-being at the

workplace by providing services and benefits that not only motivated employees but
also enhanced their productivity. Towards this, the Authority continued with the

provision of a medical scheme for staff- both in and out-patient, comprehensive Group
Personal Accident and Group life -sum assured during the period under rcvicw.
The Authority's Staff Retircment Pension Scheme was operationalized to cater for the
cmployce's welfare in retirement. l'he Scheme is a defined contribution whcre the
Authority contributes 20"h and the staff 70"1, of the basic salary.
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Dcspite operating in a non-unionized environment, the Authority realized a sound

and cordial rclationship across the organization duo to structures that have been put
into placc such as thc Managcment Committcc and the DGs'Kamukunji'held on a

quarterly basis as an opcn forum where staff interact freely.

Going forward, the Authority will work towards fully populating its approved
structure, sustaining capacity building and retention strategies.

Corporate Image and Visibility
During the year, the Authority maintained its rcsolvc of enhancing visibility and

corporate image by engaging its stakeholdcrs and keeping them informed on its

activities and decisions. Specifically, the Authority conductcd a Corporate Social

Responsibility (CSR) activity and organized various media events. It also facilitated

the handling of customer complaints and filed quarterly reports to the Commission of

Administrative Justice (CAl). The following is a highlight of the activities.

Media Relations
The Authority experienced an increase in inquiries from various media houses and

facilitated responses in form of news releases and press conferences hence

culminating to its coverage in over 133 storics in both print and electronic media. It
also expanded its presence'on social media platforms. ',

Corporate Social Responsibility (CSR)

The Authority recognizcs thc role played by Corporate Social I{esponsibility (CSR)

activities on the wellbcing of the society. CSR is an effort that the Authority considers

to be very important in giving back to the socicty. As part of its CSI{ initiatives, the

Authority conducted its 3.r CSII Essay Writing Competition at Kenyatta University,
Main Campus on 25th May 2016. The aim of thc activity was to create awareness of its

mandate among university students. This activity aims at encouraging intellectual
discourse among students on Competition Law and I'}olicy. This is in due cognizance

of the fact that thc Authority is a major bcneficiary of thc education system where it
draws its workforce. Thc winners in the postgraduate and undergraduate categories

are awarded eighty thousand (Kshs. 80,000) and fifty thousand (Kshs. 50,000)

respectively, while the first runners-up are awarded fifty thousand (Kshs. 50,000)

thirty thousand (Kshs. 30,000), paid dircctly to the respcctive universities to cater for

their tuition fees.

To enhance participation in the essay writing competition, the Authority intends to

scale up its engagements with universities in Kenya in order to increase awareness
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2016 Essay Writing Competition Finalists

Further, thc Authority endeavored to promote cnvironmental qonservation and

sustainability by planting trees in Murema primary school, Nairobi County. Thc

Authority also continued tcnding trecs planted in the previous reporting period in

partnership with the Department of Weights and Measures. In addition, the Authority

also participated in marking the World Environmental Day on 5th May 2076, which

was hcld in Nanyuki, Laikipia County.

Business Journalists Workshop

I'hc Authority's 3"r Business lournalists Workshop was held from 29tr' to 31'' May

20'16 in Naivasha. f'he workshop is aimed at building capacity, sharing key decisions

and Market Inquiries conducted and attracts participants from most media houses.

J'he intcraction is kcy to the Authority becausc it builds capacity of journalists to

cffcctively and objectivcly report on National and Regional Compctition and

Consumer Protection matters.

T'he facilitators included; Mr. Georgc l,ipimile, Dircctor and CEO COMIiSA

Ciompetition Commission, Mr. Chilufya Sampa, Executive [)ircctor, Competition and

Consumcr Protcction Commission (CCI'C) - Zambia and Mr. Mohammcd Nyaoga
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from Mohammed Muigai Advocates and Ms. Tania Begazo, Senior Economist World
Bank.

Going forward, the Authority intends to introduce the Competition Policy and Law

journalist of the year award to honour journalists who report on competition policy

and law issues.

3'd Business Journalists Workshop facilitators and participants, 2016

Complaints Handling

The Authority endeavors to improve on service delivery to the public as outlined in
its Citizenry Service Delivery Charter. Towards this the Authority values feedback
from stakeholders as a critical tool for continuous improvement.

In the year under review, the Authority received and promptly resolved thirty
two (32) complaints and returns were filed with Commission on Administrative

Justice (CAD as per the statutory requirement and a certificate of compliance issued.

ISO 900L:2008 Certif ication

The Authority attained ISO 9001:2008 certification for Quality Management System
(QMS). ISO 9001:2008 is a Standard that defines the basic elements of a QMS that
organizations should adopt to ensure that their products and services meet and even

exceed customer expectations. The Standard ensures that in pursuit of their mandate,
organizations clearly identify their services and products, determine and document
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related proccsses and assign responsibilitics and timelincs for each process. ISO

9001:2008 ccrtification also provides for continual improvcment which involves

monitoring the pcrfr>rmance of the processcs, identifying any non-conformities,

cstablishing thc root causc(s) and carrying out corrections, corrective and preventive
actions as appropriatc. I'aying particular attention to customcr complaints and othcr
fccdback also provides furthcr opportunities for improvcmcnt.

The Authority's ISO 9001:2008 Certification journey started in January 2015 when thc

management madc a deliberate decision to cnsurc provision of quality services to both
its internal and external stakeholders. This involved identification of our customers,

their expcctations in terms of services and making spccific commitments towards

meeting the samc. Upon succcssful sensitization and awarcness creation across the

Authority, the staff lcd by the Managcmcnt l{eprescntativc went through a rigorotts
exercise to review and establish our intcrnal processes, procedurcs and related work
instructions in linc with the rcquirements of the Standard. An official launch to mark
the beginning was purposely held on 30tr'June 2015 to coincide with the start of the

new financial year.

'l'he next stage involvcd monitoring and ensuring conformity with the established

QMS as wcll as compliance with thc Statutory and I{egulatory requircments. ln
preparation for Cettification, a number trf Intcrnal and Lead duditors drawn from'all
operational areas werc trained and utilized in carrying out both ad-hoc and scheduled

Internal Audits. Any notable deviation from the system and standard requircments

were promptly addressed through agreed corrections and corrective actions.

Management were kept up to date through analysis of findings and regular
management rcvicw meetings.
The Authority compctitively sourced SGS to carry out pre-certification and

Certification audits in Novembcr 2015. In February 2076, having addressed all thc

audit issucs raised, thc cxternal auditor made the big announccmcnt that Tftc

Competition Authority of Kenya had bcen nsscssed and ccrtificd ns mecting the requirenrcnts

of ISO 9001:2008 for the folloruing actiaitics: Promote nnd snfegtnrd conrpctition in the

national econ()nnl nnd to protect conatmers.from unfair nnd misleading mnrket conduct. As a

team we achieved a kcy goal within a record period of twelve months. It's kudos ttr

our Board, managemcnt and staff for keeping thc focus and withstanding thc

pressure. The Authority is now a mcmber of an elitc group of global companics that

have embraccd bcst practiccs for cfficicnt and cffcctivc provision of quality scrviccs.

T'oday our stakeholders can take comfort in thc fact that our serviccs arc not only of
the highcst quality but also bcnchmarked to intcrnational standards. l'his certification
cnsurcs consistency in our scrvicc delivery, providcs a document trail against evcry
activity, forms a basis for training ncw staff, supports our succcssion managemcnt

initiatives and piuarantces a systcmatic and structttrcd approach in managing thc

quality of our scrviccs. f'hc Authority shall continuc to proactivcly rcview thc QMS
with a vicw of ensuring zcro Non C<lnformitics and continual improvcment
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In cognizance of thc new ISO 9001:2015 standard the Authority has taken immediatc
steps towards transition, kcy amongst them is setting an internal transition deadlinc
of Junc 2077, recruiting a consulting partner to guide the process and creating
awarencss amongst all staff. AII our internal processes and procedures shall be

reviewed in accordance with the rcquirements of the new Standard. The Authority
rcmains committcd to gctting certified against ISO 9001:2015 Standard during thc first
surveillancc audit scheduled to takc place before the end of the year 2016.

Knowledge Management

One of the challenges the Authority has faced since inception is Information
Asymmctry. The Authority has progrcssivcly taken a number of initiative to mitigate
against this shortcoming including rcvamping of its intemal Policy and l{esearch unit,
subscription to rcnowned sites, collaboration with othcr agencies and rescarch bodies
and above all creation of Knowledgc Management (KM) function. This initiativcs are
all aimed at harnessing, storagc, sharing and appropriate dissemination of identificd
information for purposes of improvcd dccision making.
Knowledge Management is understood as providing the right information to thc right
persons and other stakeholdcrs; at the right time and more importantly; in the right
format. Internally, this leads to continuous development of staff capacity to
competently handle emerging gompetition issues like disruptive innovations and
technologies in thc market place. Externally, knowledge managcment contributcs to
Self-Compliance to the Competition Act through creation of awareness and sustaincd
stakeholders cngagement. Morcovcr, Knowledge Management ensures that thc end
objectivc is achieved with minimal rcsources thus cfficiency and effectiveness.
The spccific cxpccted outcome of KM initiatives is to enhance individual, team, and
organizational capability and thercby increase organizational ca,,rcirv 'l'ogether,

these outcomcs are envisaged to spur overall productivity, impr(rrrg 11," quality of
decisions, and contribute to growth as well as achievement of Authority's expandcd
mandate. Furthcr KM aims to incrcase knowlcdgc and skills of individual staff -

arising out of lcarning and innovation in thc knowledge proccss, engender positive
attitudes, strong moral and cthical values - foundations of individual capability
development. In turn, individual capabilitics collectively contribute to organizational
capability and societal capacity in so far competition matters arc concerned.
Thc current state of Knowledge Managcment Framework is being mappcd out
through an assessment and audit in order to cnsure that k"y clements
Accountabilities, Processes, Technologies and Govcrnance are not only in placc but
also working together and aligned to the automation journey that thc Authority has

embarked on. For instance, whereas a manual Ilesourcc Centre has becn in use sincc
operationalization of the Act, thc samc will bc run and managed through Knowlcdgc
Bascs, an in-built capability within the Case Managcment System. This will cnsure
that information flows freely throughout thc organization.
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In the fY 20'15116 thc Authority has bcen proactive in cngaging stakcholders through

workshops, seminars and wcbinars among others. Internally, plcnary scssions,

brainstclrming sessions on both complcte and on-going cases are fast bccoming a

norm. 'l'he work cnvironmcnt is also continually improvcd in a bid to make thc

working spaccs as collaborative as possiblc. For instance, thc Authority put in placc a

common cafeteria which is a prercquisitc for Knowledge Caf6', a kcy techniquc in

Knowlcdgc Management. Here, staff get to interact frccly during tea and lunch brcaks.

In the proccss, informal knowlcdgc sharing takes place.

Cioing forward the Authority intends to continuc prioritizing knowledgc
managemcnt with a view to cmpowcr our decision making channels and also capacity

build both our internal and extcrnal stakeholdcrs.

Information Communication & Technology (ICT)

The Authority continues to enhance its efficicncy through usage of ICT'for delivcry of

quality scrvices, dissemination of decisions and engagement with the Stakeholders

and the general public. This was further harnessed through the revamping of the

website (www.cak.go.ke) to make it more user friendly and interactivc by way of

sharing through thc social mcdia. As a result, Stakcholdcr's intcraction was cnhanced.

T'hc Authority has initiatcd the proccss of automating its key proccsses to cnhance

efficiency in service dclivery through thc implementation of an Entcrprise I{esource

Planner and a Casc Management Systcm.

Supply Chain Management

l'he Authority continued to ensurc that procurcmcnt of goods, services and works and

disposal was done in accordancer with thc I'ublic I'rocurement and Assct Disposal Act,

2075. f'his cnsured fairness, transparcncy and accountability in the tcndering

proccsses. Out of the total number of contracts awarded for the supply of goods,

works and scrvices, thc Authority awardcd contracts worth Kshs.29M to the Youth,

Womcn and Pcrsons with disabilitics in conformancc with the govcrnment policy.

Further, to enhance absorption undcr this catcgory, the Authority conducted a

sensitization workshop on 3"1 May,2076.

During thc year undcr rcview, thc Authority identified and disposed off assorted

items, including furniturc and ICT cquipment, through transfer to four (4) I'ublic
Primary Schools within Nairobi County namcly Kawangwarc, Muthurwa, Mathare

and Langata.

Financial Management
'l'hc Authority continues to prudcntly apply its limited rcsourccs towarcls the

achicvcment of its strategic objectives and approvcd annual work plans. To this cnd

and within thc confincs of thc I']IrM Act 2072, the Authority mobilizcs rcsourccs

mainly from the E,xchcqucr, Devckrpmcnt Partncrs and approved intcrnal sourccs.
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During this period, Exchequer funding increased from Kshs.290M to Kshs.374.5M
while internally generated revenue (AIA)increased by Kshs.22.5M to Kshs.150M. The
main sources of AIA were Merger filling fees (Internal) Kshs.32, Merger filling fees

(COMESA) Kshs.61.4M, Interest earnings Kshs.18.9M, Fines and Penalties
Kshs.17.9M. The Authority also received Kshs.19.96M under the COMESA funded
Regional Integration Implementation Programme (I{IIP). A number of development
partners also directly committed an estimated Kshs.43.8M towards our activities.
During the year, 85% of the available funds were utilized including commitments
amounting to Kshs.103M made against the Authority's automation project. This
project involves concurrent implementation of an Enterprise Resource Planner (ERP)

and a Case Management System that will facilitate the automation of more than 80%

of the Authority's current manual processes hence increased efficienry. In the coming
periods the Authority will continue to ensure propcr use of its financial resources by
prioritizing its activities and strengthening its internal controls while at the same time
ensuring transparency and accountability in its processes. Lobbying at both The
National Treasury and Development Partner levels will be sustained to ensure
adequate funding for planned activities. This will be supplemented by internally
generated revenues. Details of our financial transactions are provided in the Financial
Statements as presented in the subsequent pages of this report.
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Statement of the Directors' Responsibility

The Public Financc Management Act, 2012 and the State Corporations Act, require the Directors
PrePare finan-cial statements in respect of the Authority, which givea trueand fair view of the stateof
affairs of the Authority at the end of the financial year and the operating results of the Authority for
that year' The Directors arc also required t() ensure that the Authority keeps proper accounting records
which disclose with reasonable accuracy the financial position of the Authority. The Directors are als<>

responsible for safeguarding the assets of the Authority.

The Directors are responsible for the preparation and presentation of the Authority,s financial
statements, which give a true and fair view of the state of affairs of the Authority as at the end of the
financial year ended on June 30,20"16. This responsibility includes: (i) maintaining adequate financial
management arrangements and ensuring that these continue to be effective throughout the reporting
period; (ii) maintaining proper accounting records, which disclose with reasonable accuracy at any
time thc financial position of the Authority; (iii) ctc.signing, implementing and maintaining internal
controls relevant to the PreParation and fair presentation of the financial statements, ancl ensuring that
they are tree from material misstatements, whether clue to error or fraud; (iv) sa fcguarding the assets of
the Authority; (v) selecting and applying appropriate accounting policies; and (vi) making accounting
estimates that are reasonable in the circumstances.

'I'he Directors accept responsibility for the Authority's financial statements, which have bcen prepareci
using appropriate accounting policies supported by reasonable and prudent judgcments and
estimates, in conformity with International Public Sector Accounting Standards (lpSAS), and in the
manner required by the PFM Act and the State Corporations Act. The Directors are of the opinion ihat
the Authority's financial statcmcnts give a true and [air view of the state of Authority's transactions
during the financial year endecl June 30, 2016, and of the Authority's financial position as at that date.
The Directors further confirm the completeness of the accounting recorcls maintained for the Authority,
which have becn relied upon in the preparation of the Authority's financial statements as well as thc
adequacy of the systems of internal finan r i I I -r,r'trc.r.

Nothing has come to the attention ot thc Directors to inclicate that the Atrthority will not remain a
going concern for at least thc next twelve months from the date of this statcment.

Approval of the financial statements

The Authority's financial statements were approved by the Board on
behalf by:

and si5;nccl on its

David Ong'ol<r

Chairman

F.W Karir-rki

Director G
ft
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P.O. Box 30084-00100

NAIROBI

OFFICE OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR.GENERAL ON COMPETITION AUTHORITY OF KENYA
FOR THE YEAR ENDED 30 JUNE 2016

REPORT ON THE FINANCIAL STATEMENTS

I have audited the accompanying financial statements of Competition Authority of Kenya
set out on pages 67 to 87, which comprise the statement of financial position as at 30
June 2016, and the statement of financial performance, statement of changes in net
assets, statement of comparison of budget and actual amounts and statement of cash
flows for the year then ended, and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of Article 229 of lhe
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

Directorc' Responsibility for the Financial Statements

The directors are responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards
(Accrual Basis) and for such internal control as directors determines is necessary to
enable the preparation of financial statements that are free from material
misstatements, whether due to fraud or error.

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

Auditor-General's Responsibil ity

My responsibility is to express an opinion on these financial statements based on the
audit and report in accordance with the provisions of Section 48 of the Public Audit Act,
20'15 and submit the audit report in compliance with Article 229(7) of the Constitution.
The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions. Those standards require compliance with ethical requirements and that the
audit be planned and performed to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the
auditor's judgement, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. ln making those risk

Report of the Auditor-General on the Financial Statements oJ'Competition Authority of Kenya (CAK) for the year
ended 30 June 2016

Prumoting Accountability in the Public Sector
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assessments, the auditor considers internal control relevant to the entity's preparation'
and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Authority's internal control. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by the directors as well as evaluating the overall presentation of the
financial statements.

I believe that the audit evidence obtained is sufficient and appropriate to provide a basis
for my audit opinion.

Opinion

ln my opinion, the financial statements present fairly, in all material respects, the
financial position of the Competition Authority of Kenya as at 30 June 2016, and of its
financial performance and its cash flows for the year then ended, in accordance with
lnternational Public Sector Accounting Standards (Accruals Basis) and comply with the
Competition Act No.12 of 2010.

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

Nairobi

15 February 2017

Report ol' the Auditor-General on the Financ'iul Statcment.s ti'('ompetition Authoritlt ol Kenya K'AK) .litr the yeur
ended 30,lune 2016
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STATEMENT OF FINANCIAL PERFORMANCE

FOR THE YEAR ENDED 3orH IUNE 2016
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Note
201512016

Kshs.

374,500,o00

17,862,523

20La2015
Kshs.

REVENUE
Revenue from Non-Exchange Transactions

Exchequer Transfers

Fines and Penalties

Other Income

Development Partners (COMESA)

Revenue from Exchange Transactions

Sale of Tenders

Merger fitling Fees-Local

Merger filling Fees-COMESA

Interest from Fixed DePosits

Gifts & Donations

EXPENDITI.TRE

Employee Costs

Directors ExPertses

Depreciation & Amortisation

Repairs & Maintenance

Contracted Services

Finance Costs

General ExPenses

Total ExPenses

Surplus for the Year

79,960,0oo

290,000,000

72-1.,71,5

923,873

17,O73,42O

472,322,523 308,7L9,008

14,000

32,000,000

61,409,760

1,8,925,2O3

48,380

112,397,343 ]]o8,756,779

524,719,866 417,475,727

46,OOO

39,000,000

67,4'18,1,04

2,292,61,5

3

4

6

7

8

LL

5

]-,55,620,387

6,sil,022
11,72O,616

75,O55,454

1,4,020,682

1.45,4L6

'139,759,664

342,876,235

125,957,603

13,826,989

1,4,749,303

3,438,642

73,343,796

1.33,240

122,799,91.5

294,249,487

1.8L,843,631 723,226,244

The notes set out on pages 72 to 87 forms an integral part of the Financial statements
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STATEMENT OF FINANCIAL POSITION
AS AT 3orH JUNE 2016

Note

ASSETS

Current Assets

Cash and Cash Equivalmts g

Receivables From exchange transactions 10

20tsl20't6

Kshs

456,604,128

1.5,601.,331.

20141201.5

Kshs

251,277,375

1.0,7'1.3,964

472,205,459 261.,925,338

Non-Current Assets

Property, Plant & Equipment

hrtangible Assets

TOTAL ASSETS

LIABILITIES
Current Liabilities
Payabi6s from Exchange Transactions

Provisions

Non-Current Liabilities

TOTAL LIABILITIES

Net Current Assets

Net Assets

Represented by:

Equity
Equity Contribution by the Treazury

Designated Fund

Accumulated Surplus

Revaluation Reserves

M(al

14(b)

'16

17

16

4'1,546,739

2,530,688

5L,925,81,3

3,374,250

44,077,427 55,300,063

5'1.6,282,886 317,225,401

40,952,586

2,567,079

24,941,644

3,728,021.

43,5L9,565 28,669,665

'1.6,4L9,783 14,399,823

59,939,448 43,069,488

428,685,794 233,255,673

456,343,438 274,155,913

12

13

52,932,'j.50

449,670

402,96L,6'1,4

52,932,'j.50

449,670

220,774,091.

456,343,434 274,155,9L2

The notes set out on pages 72 to 87 forms an integral part of the Financial Statements
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STATEMENT OF CHANGES IN NET ASSETS
FOR THE YEAR ENDED 3orH IUNE 2016

Contribution Accumulated Designated TotalFund
by Treasury Fund Fund

RIIP

Note Kshs Kshs Kshs Kshs

Tluly 2074 (Restated) 52,932,'150 97,547,850 L50,48o,000

Surplus (Deficit) for the year 123,226,247 723,226,241

Net Funds Received 449,670 449,670

At 30 June 2015 52,932,150 220,774,097 449,670 274,755,977

1 ]uly 2015 52,932,750 220,774,091, 449,670 274,755,977

Surplus (Deficit) for the year 181.,843,631 187,843,531

Adjustment 22 343,892 343,892

At 30 June 2015 52,932,750 402,967,574 449,670 456,343,435

The notes set out on pages 72 to 87 forms an integral part of the Irinanc,al Statements

Page 69



4(i_4+_

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 3orH JUNE 2015

Cashflows from Operating Activities

Surplus from operating Activities

Add back Depreciation

Adjustments

Adiustments for Changes in Workine Capital

Increase in Receivables from Exchange liansactions

Increa se/(Decrea se) in Receivab les f rom Non-Exchange

Transactions

Increase in Payables from Exchange Transactions

Decrease/( lncrea se) in provisions

,Net Cashflows from Operating Activities
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20\512015 207412075

Kshs Kshs

Note

10

1.81.;843,63"1

71,720,676

343,892

193,908,740 137,975,543

(4,887,367) (8,562,985)

1,23,226,241,

14,749,3036

22

16

17

78,030,902

(t,160,942)

20,091,986

73,903,843

7,046,797

l't,982,594 26,479,635

764,455,779

Cashflows from Investing Activities

Purchase of Non-Current Assets

Purchase of Intangible Assets

Cashflows from Financing Activities
Trea sury Contributions

Designated Fund

14(a) (497,980) (9,359,376)

(497,9801 (9,359,3761

73 449,670

449,670

Net Increase/(Decrease) in cash and cash

equivalents 205,392,753 155,545,472

Cash and cash equivalents at 1st ]uly 2015 251,2't"t,374 95,665,902

Cash and Cash Equivalents as at 30th June 2016 456,504,727 257,211,374

The notes set out on pages 72to 87 forms an integral part of the Financial Statements
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STATEMENI'OF COMPAI{ISON OF BUDGET AND ACTUAL
AMOUNI.S FOR THE 

'EAR 
ENDED 3gr.rr JIJNE 2016
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Final Actual on
Budget Cnmparison Basis

201512016 2015120't6

Kshs Kshs
80,000,000 80,000,000

Original
Budget

201512016

Kshs
80,000,000

35,000,000

68,000,000

50,000,000

8,000,000

5,000,000

35,000,00n

68,000,000

50,000,000

8,000,000

5,000,000

374,500,000

17,862,523

14,000

32,000,000

61,409,760
19,960,000

1,9,925,203

48,380

Performance
Difference
201512016

Kshs

(17,862,523)

(14,000)

3,000,000

6,590,240

30,040,000
(10,92.5,203)

4,951,620

Balance b/f
Revenue
[,lxchcquer Al lcra tion
Irineg I'cna lties arrd l,cvies
Sale of l'ender I)ocuments
Merger Iiillirrg lices-Local

Merger Filling trees-CoM ESA

Donor I;unding-lllII'
Investment Incomc
()tl-rcr Income
Total Income
Expenses
Personal Emoluments
Insurance
Staff Welfare

Communication Supplies and

Services

Domestic l'ravel and Subsistence,

and Other'fransportation Costs

Foreign Travel and Subsistence,

and othcr transportation costs

Printing, Advertising and

Information Supplics and Scrvices
Office rcnt, rates, utilitics and

parking
'l'ra ining lixpcrrsc's

Official l,]ntertainmcnt and

c<lnference facilities
lJoard Allowances & expcnscs

S pecia lised Servicet I'olicy, Resca rch
Officc arrd General Supplies and

Services

Contracted Services

Subscriptions
Motor Vchicle Running Costs

Iloutine Maintenance - Othcr Assets

I'urchasc of Asscts

lixchangc I )iffcrenccs
Othcr operating cxpcnscs

I'rovision for I)epreciation

374,500,000 374,500,000

620,500,000 620,500,000 604,7'1.9,866 1.5,780,134

4J00,000 4,700,000

8,000,000 8,000,000

27,000,000 27,000,000

16,500,000 16,500,000

3,926,247 773,753

9,604,218 (1,604,2t8)

29,893,569 (2,8e3,s69)

10,436,'.2 6,063,548

224,900,760
20,000,000

5,1 00,000

28,500,000

30,000,000

20,000,000

1 6,500,000

50,000,000

224,900,760

20,000,000

5,100,000

28,500,000

30,000,000

20,000,000

1 6,500,000

50,000,000

142,394,992

13,225,389

3,932,962

2s,383,342
24,417,246

10,944,509

6,554,022

13,"102,796

4,040,087

14,020,682

480,634

2,214,180

14,497,366

497,980

82,505,768

6,774,611

1,167,038

3,116,658

5,s82,754

9,055,491
g,g45,g7g

36,897,204

5,959,913

14,979,319

1,519,367

785,820

5,002,634

103,602,020

10,000,000

29,000,000

2,000,000

3,0oo,ooo

19,500,000

104,.100,000

10,000,000

29,000,000

2,000,000

3,000,000

19,500,000

104,100,000

1,699,240 1,699,240 2,086,925

331,5s3,598

(3n7,68s)

288,846,402

273,066,268Surplus/(Deficit)
620,500,000 620,500,000
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NOTES TO THE FINANCIAL STATEMENTS

1. Statement of compliance and basis of preparation - IPSAS 1

The Authority's financial statements have been prepared in accordance with and comply with
Interndtional Public Sector Accounting Standards (IPSAS). The financial statements are presented
in Kenya Shilings (Kshs.) which is the functional and reporting currency of the Authority and all
values are rounded to the nearest cent. The accounting policies have been consistcntly applied.

The financial statements have been prepared on the basis of the historical cost, except where
otherwise stated in the accounting policies below. The Cash Flow statement is prepared using the
indirect method. The Financial statements are prepared on accrual basis.

2. Summary of significant accounting policies
a) Revenue Recognition

i) Revenue from non-exchange transactions - IPSAS 23

Exchequer allocations

The Authority rccognizes Revenue from exchequer allocation when the monies are received and
asset recognition criteria are met. To the extent that there is a related condition attached that
would give rise to a liability to repay the amount, deferred income is recognized instead of
revenue. Other non-exchange revenues are recognized when it is probable that thc future
dconomic benefits or service potential associated with the asset will flow to the Authority and lair
value of the asset can be measured reliably.

Transfers from other government entities
Revenues from non-exchange transactions with other government entities are measured at fair
value and recognized on obtaining control of the asset (cash, goods, services and property) if the
transfer is free from conditions and it is probable that the economic benefits or service potential
related to the asset will flow to the Authority and can be measured reliably.
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NOTES TO THE FINANCIAL STATEMENTS-CONI'INUED

ii) Revenue from exchange transactions - IPSAS 9

Rendering of Services-merger filling fees, levies

The Authority rccognizes revenuc from rendering of scrviccs by refercnce to the stage --
completion whcn thc outcomc of the transaction can be cstimated rcliably. 'l'hc stage ^r

complction is measured by rcferencc to labor hours incurrcd to date as a Perccntage of tot

cstimatcd labor hours. Where the contract outcomc cann<lt be mcasurcd rcliably, revcnue is

rccogniz.ed only to the extent that the exPenscs incurrcd are rccoverablc.

Sale of tender goods
I{evenue from the salc of goods is recognizcd when the significant risks and rcwards of owncrsh

have bcen transfcrred to thc buyer, usually on dclivcry of the goods and when thc amount .,,

rcvenue can bc measured reliably and it is probable that the economic benefits or scrvicc potenti

associatcd with the transaction will flow to thc Authority.

b) Budget Information - IPSAS 24

The annual budgct is prepared on the accrual basis, that is, all planned costs and itlcome are

prescntcd in a singlc statement to dctermine the needs of the Authority. As a rcsult of th
adoption of thc accrual basis for budgeting purposcs, thero are no major timing differcnccs t

includc in thc reconciliation betwccn thc actual comparable amounts and thc amounts

prescntcd as a scparate additional financial statemcnt in the statcmcnt of comparison of budge

and actual amounts.

c) Property, Plant and Fiquipment - IPSAS 17

All property, plant and cquipment are stated at cost lcss accumulated depreciation an(

impairment losscs. Cost includes expcnditurc that is directly attributablc to the acquisition or

the itcms. Whcn significant parts of propcrty, plant and equipmcnt are required to be replace,

at intcrvals, thc Authority recognizcs such parts as individual assets with specific uscful live

and dcpreciatcs thcm accordingly. Likewisc, when a major inspection is pcrformcd, its cost is

recognizcd in the carrying amount of the asset as a replacement if thc recognition criteria ar

satisficd. All other repair and maintcnancc costs are recognizcd in surplus or deficit as incurrc< .

Wherc an asset is acquired in a non-cxchangc transaction for nil or nominal considcration the

assct is initially measured at its fair value.

It is the policy of thc Authority to charge full dcprcciation on all its non-current assets in the

year of purchase and no deprcciation in thc ycar of disposal.
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d) Intangible Assets - IPSAS 31

Intangiblc assets acquired scparately are initially recognized at cost. Thc cost of intangible assets

acquired in a non-exchangc transaction is their fair value at thc datc of the exchange. Following
initial rccognition, intangiblc assets are carried at cost less any accumulated amortization and
accumulated impairment Iosscs. Intcrnally generated intangible assets, excluding capitalized
development costs, arc not capitalizcd and expenditure is reflected in surplus or deficit in the
period in which the expenditure is incurred.

e) Provisions - IPSAS 19

Provisions are recognized when the Authority has a present obligation (legal or constructive)
as a rcsult of a past event, it is probable that an outflow of resources embodying economic
benefits or service potential will be required to settle the obligation and a reliable estimate can
bc made of the amount of the obligation. Where the Authority expccts some or all of a provision
to bc reimbursed, for example, under an insurance contract, the reimburscment is recognized
as a seParate asset only,when the reimbursement is virtually certain. Thc expense relating to
any'provision is presented in the statement of financial pcrformance net of any reimbursement.

Contingent liabilities
Contingent liabilitics are possible obligations that arose from past cvents and whose existence
will be confirmed only by the occurrencc or non-occurrence of onc or more uncertain future
cvents not wholly within control of thc Authority; or a pl --,cnr bligation that arises from past
events but is not recognised bccause:

i) It is not probable that an outflow <lf resources embodying economic benefits will be
required to scttle thc obligation;
ii) Thc amount of the obligation cannot be measured with sufficient reliability.

The Authority does not recognize a contingent liability, but discloses details of any
contingencies in the notes to the financial statements, unless the possibility of an
outflow of resources embodying cconomic benefits or service potential is remote.

Page74



Ar1 \i\\t \l lil.l'}( )l( I

& I irrrrrreiul Stirterlerrt: lr)l i l0l(r
NOTES TO THE FINANCIAL STATEMENTS-CONTINUED
Contingent assets

The Authority does not recognizc a contingent asset, but discloses details of a possible

asset whose existcnce is contingent on the occurrcnce or non-occurrence of onc or more

unccrtain futurc events not wholly within the control of the Authority in thc notcs to

thc financial statements. Contingcnt assets arc asscssed continually to ensurc that

developmcnts are appropriately rcflected in the financial statements. If it has become

virtually ccrtain that an inflow of economic benefits or service potential will arise and

the asset's value can bc measurcd reliably, the assct and the rclated rcvenue are

recognized in thc financial statcmcnts of the pcriod in which the changc occurs.

f) Changes in accounting policies and estimates - IPSAS 3

The Authority recognizcs the effects of changcs in accourtting policy retrospcctively.

The effects of changes in accounting policy are applicd prospectivcly if retrospective

application is impractical.

g) Employee Benefits - IPSAS 25

ihe Authority operates a retirement benefit schcmc for ali its permancnt and

pensionablc cmployees. F'urther an amount equivalcnt tct 31."1, of basic salary has been

set aside as gratuity for all cmployees on contract. l'he Authority's contribution
towards employcc pension scheme and staff gratuity for employees on contract are

chargcd to the statement of financial performance in thc year to which the employees

rendered their services to thc Authority.

h) Foreign Currency transactions - IPSAS 4

Transactions in foreign currencics are initially accountcd for at thc ruling rate of

exchange on thc date of thc transacticln. f'rade creditors or debtors denominated in
foreign currcncy are reportcd at the statement of financial position rcporting date by

applying thc exchangc rate on that date. Exchangc differenccs arising from the

settlement of crcditors, or from the repclrting of creditors at rates different from those

at which they wcre initially recorded during thc pcriod, arc rccognized as income or

cxpcnses in the pcriod in which they arise.

i) Related Parties - IPSAS 20

The Authority rcgarcls a rclated party as a pcrson or an Authority with the ability to cxcrt

control individually or jointly, rx to cxercisc significant influcncc ovcr the Authority, or vice

I
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NOTES TO THE FINANCIAL STATEMENTS-CONTINUED
versa. Members of kcy management arc regarded as related parties and comprise the Directors
including the Director General. The following transactions wcrc carried out with related parties:

201s/20'1.6

Kshs-
20't4l20ts

Kshs.
Key Management Compensations
i) Salaries and Other short term employment Bcnefits 43,814,520 33,420,000

Board Remuneration
ii) Allowances paid to Board Members 6,554,022 5,120,000

Grants From Related Parties
iii) Grants from GOK 374,500,000 310,000,000

j) Leases

Leases under which the lessor effectivcly retains the risks and rewards of ownership are
classified as operating leases. Obligations incurred under operating leases are charged
against income in equal instalments over the period of the lease

k) Cash and Cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits
on call and highly liquid investments with an original maturity of three months or less,

which are rcadily convertible to known amounts of cash and are sirbject to insignificant
risk of changes in value. Bank account balances include amounts hcld at various
commercial banks at the end of the financial year. For thc purposes of these financial
statements, cash and cash equivalcnts also include short term cash imprests and advances
to authorised public officers and/or institutions which were not surrendered or accounted
for at thc end of the financial ycar.
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m) Significant Judgments and sources of estimation uncertainty - IPSAS 1

In prcparing the financial statcments in conformity with ll'SAS, managemcnt makcs

cstimatcs and assumptions that affcct thc amounts o[ rcvcnucs, cxPcnses, asscts and

liabilitics, and thc rclated disckrsurcs, prcscntcd in thc finarrcial statcments at the cnd of

thc rcporting pcriod. Use of availablc information and thc application of judgmcnt is

inherent in thc formation of estimatcs. Actual rcsults in the futurc could differ from thcsc

estimatcs which may bc matcrial to the annual financial statcmcnts. Significant judgmcnts

include; provision for doubtful dcbts, lcavc provision, uscful livcs and deprcciation

methods and asset impairmcnt. Notcs relating to thc subjcct arc includcd undcr thc

affcctcd areas of the financial statemcnts

Estimates and assumptions
1'he key assumptions conccrning thc future and othcr kcy sources of cstimation

uncertainty at the rcporting date, that have a significant risk of causing a material

adjustment to thc carrying amounts of assets and liabilities within the next financial ycar,

are describcd bclow. l'hc Authority based its assumptions and cstimates on paramcters

available whcn the financial statcmcnts were preparcd. However, cxisting circttmstanccs

and assumptions about future dcvelopmcnts may changc duc to markct changcs or

circumstanccs'arising beyond the ccintrol of the Authority. Such changes are rbflected in

the assumptions whcn they occur.

Useful lives and residual values

I'he uscful lives and residual values oI assets ar(. assessed using the following indicators

to inform potcntial futurc use and value from disposal:

i) The condition of the assct bascd on thc asscssment of cxperts cmploycd by the Authority

ii) Thc nature of the asset, its susccptibility and adaptability to changcs in tcchnology and

Processes
iii) 1'hc naturc of the pr()ccsscs in which the asset is dcploycd

iv) Availability of funding to rcplacc the assct

v) Changcs in the markct in rclation to thc asset
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NOTES TO THE FINANCIAL STATEMENTS-CONTINUED

Provisions
Provisions were raised and management determined an estimate based on the
information available. Provisions are measured at the management's best estimate of
the expenditure required to settle the obligation at the reporting date, and are

discounted to present value where the effect is material.

3. Employee Costs

Salaries and Allowances

Contribution to Pensions

Gratuity

Staff Medical Inzurance

Staff leave Days Provision

201512016

Kshs

1.22,952,61.4

11,277,280

9,326,040

1,3,225,389

(1.,160,942)

20141207s

Kshs

101.,787,956

2,779,397

1.4,374,960

5,969,509

1,046,791

755,620,381'.: 125,957,603

The cost of all short-term employee benefits is recognised during the period in which the

employee renders the related service. The provisiors for employee entitlements to salaries

and annual leave represent the amount which the organisation has a present obligation to

pay as a result of employees' services provided for at the reportinl; date The provisions

have been calculated at undiscounted amounts based on current salary rates.
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4. Board Expenses

Sitting allowancc
I Ionora ria
Training & Induction
Telephonc
krsurancc
Local travcl Costs (airlines, bus, etc)

Officia I Fhter ta inmen t and confcrcnce facilit ies

Domcst ic'I'r a vel Da ily Subsistence Allow ancc

Interna tiona I Travel Costs (Airtickets)
Foreign travel-Daily Subsistencc Allowance
Sundry ltcms (e.9. airport tax, taxis, etc)

Mea ls (Brca kfa st/Lunch/Dinncr )-cl omcstic

5. General Expenses

Domestic Travel Subsistencc

Foreign T'ravcl Subsistencc
Utilities ,_ ,,

Sta ff Welfare
General I'ublishing and Printing Services

Genera I Advertising Services

Purchase of Newspapers, Magazines and Periodicals
Rent and Rates

Awarcncss ancl Publicity Compaigns
Policy,Rescarch and Market Enquiries

COMESA RIIP
Erforcemcnt of RTPS

Consumer wclfarc
Supplics and Accessories for Computcrs and Printers
Genera I Office. Supplies

Purchase of Uniforms and Clothing Staff
Sanitary and Clcaning Materials, Supplics and Scrvices

Training [ixpenscs
Fucl and Lubricants
Motor Vehicle insu.a.,.es
Official Enter ta,inmcnt and conference fa cilitics
Subscription to Professional Bodies

Forcx Clain/(Loss)
Insurancc of Asscts

W ithholcl ing, tax lixpensc

OT
201512076

Kshs

1,420,OO0

369,655

1,509,100

30,000

31 9,1 10

583,056

104,835

61,750

1,O95,490

1,020,529
't2,497

28,000

2074120'ts

Kshs
4,640,OO0

480,000

8,629,087

71,700

6,802

5,554,022 73,826,989

2015/2015
Kshs

9,604,218

29,893,569

5,158,485

3,932,962

7,263,980

2,812,769

359,703

24,757,-lO4

3,415,465

565,400

6,26-t,956

823,926

2,036,O49
-t,484,830

2,490,425

64,832
24,4'17,246

640,747

1,015,34s

10,944,509

480,634

2014/20'ts
Kshs

4,297,287

22,266,333

4,'t08,o87

3,'t99,50-t

3,O54,600

7,219,422

378,577

26,656,7-18

2,877,927

39,320

456

4,024,O42

93"1,"t54

4,995,059

65,618

701,825

19,189,249

639,568

379,255

1.6,O11,78'l

"t,939,470

2,206

78,566

343,892

-t,941,510

739,759,664 122,799,915
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6. Depreciation and Armotisation
Property,plant and Equipment

Intangible Assets

7. Repairs & Maintenance

Motor Vehicles

Property,plant and Equipment

8. Contracted Services

Consultancy

Hire of security

Office Clea ning Fxpenses

Legal Services

Audit Fecs

9. Cash and cash equivalents

KCB-KICC Main operating account

KCB-KICC Staff Gratuity account

Short-term Investments

10. Receivables from Exchange Transactions

Staff Imprest

Othcr Staff Debtors

Sundry Debtors

Prepayments (Rent )

Prepayments (lnsurance )

Interest Receivable

Telephone Prepaid

Prepaid Newspapers

207s12016

Kshs

10,877,054

843,563

207412075

Kshs

13,624,553

1,124,7s0

77,720,676 1.4,749,303

201s12076

Kshs

558,087

14,497,366

207412075

Kshs

687,652

2,750,990

15,055,454 3,439,642

207512016

Kshs

9,369,960

't;t93,500

't,904,800

856,522

696,000

20741207s

Kshs

7,987,866

812,000

2,997,600

850,330

696,000

74,020,682:

207512076

Kshs

233,111,176

23,492,952

200,000,000

1.3,343,795

207412015

Kshs

125,778,473

25,432,902

1c_.f!0,0 0

25 t,271,o75455,604,728

Cash and cash equivalents are mcasured at fair value. The carrying amount approximates fair
value due to the short period to maturity. Cash and cash equivalents comprise cash at bank, cash

on hand and short- term investments (90 days) held to maturity.

207512076

Kshs

2,275,328

1,880,302

618,756

2,291,'t59

6,214,320

't,833,904

301,890

185,672

207412015

Kshs

3,181,724

5,'1.23,242

2,292,6't5

116,384

70,773,964'1.5,60-1.,331.
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11. Finance Charges

General Bank Charges

12. Equity Contribution by the National Treasury

As at 1st July
Movement During the Ycar

As at 30th June

13-. Designated Fund

As at 1st July

Movement During the Ycar

As at 30th June

20'1512076

Kshs

145,416

20741201.5

Kshs

133,240

14s,476 733,240

207512076

Kshs

52,932,'150

20'1412075

Kshs

52,932,150

52,932,-t50 52,932,750

The amounts reprcsent asse.ts and liabilities surrendered to the Authority and cither rcalised

or settled by thc Authority as wcll as Asset funds providcd by the Treasury.

201512075

Kshs

449,670

20141201,s

Kshs

449,670

449,670 449,670

Dcsignated Fund consists of dcvclopment funding and Contributions by tlrc Treasury for

acquisition of assets or dcvelopment projects and are recognized as a financing reserve when

received. No repayment of the financing is expected by thc Authority. This amount relates to

threc(3) computers valued al Ksh.449,670 recieved by the Authority during Financial Year

201412015 for use in thc'implemcntaion of the Regional lntcgration lmplemcniation

Programme.
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14 (a) Property,Plant and Equipment. 20-14120'1.s

Fixed Assets

Cost / Valuation

As at July 2014

Accumulated Depreciation

Carrying Value

Cost / Valuation

As at July 2015

Additions

Accumu la ted Depreciation

As at ]une 20L5

Rate of depreciation

Motor Vehicle

Office Equipment

Computcr Equipment

Furniture & Fittings

Motor
Vehicle

23,513,707

9,O30,997

Office
Equipment

7,689,244

1,O11,026

Computer
Equipment

i

1,9,1,09,373

7,O41,486

Furniture &
Fittings

22,960,325

4,263,328

Total
Amount

73,272,649

2'1,346,837

L4,482,7'LO 6,678,2't8 12,067,ggg '19,696,997 57,925,973

20-15/2076

23,513,707 19,109,373 22,960,3257,689,244

497,980

1,908,051

73,272,649

497,980

32,223,891,12,651.,675 1,1,,063,71,3 6,600,4s3

L0,862,033 6,279,a73 8,O45,660 L6,359,g72 4'1,,546,739

."1 J
Reco nciliation o f Pro perty, Plant and Equipm e nt 2Oa4 I 2075

Opening Balance

Additions

Depreciation

As atJune 2015

..1

1.9,31.0,280 5,737,965

- 't,894,284

4,827,570 954,031.
?

9,774,747

7,46s,092

5,171.,952

21,367,997

2,671.,OOO

56,'t90,989

9,3s9,376

13,624,552

14,482,710 5,678,27.8 12,067,887 1.8,596,997 5-1,,925,813

Re co nciliatio n o f Pro perty, Plant and Equipm ent 2O-1.5 / 2O'1,6

Opening Balance 14,482,71.0 6,678,21,8 12,067,888

Addit ions - 497,980

Depreciation 3,620,678 897,025 4,022,227

'1.8,696,997 51,925,813

- 497,980

2,337,1.25 10,877,O54

As at )une 2016 L0,852,033 6,279,'173 9,045,657 7.6,359,972 41.,546,739

25.OOyo

'12.50y"

33.33"/"

12.5O"/"
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NOTES TO THE FINANCIAL STATEMENTS-CONTINUED

16. Payables from Exchange Transactions

Current-PayabIes

Local Creditors
Witholding Taxcs

Witholding VAT
Staff Creditors
Other Payroll Liabilities
Accrued staff Salary adjustments
Contractors retention
CAK Pension Scheme Deductions
Staff Gratuity
Deferred Lease Payment

,\NNtl,\1. Rtrl'OR I

& lrinlrnciirl Stal.errrcr.rts 20 l -i/20 | 6

e-ri

20a5/2016

Kshs.

26,'151,577
't9,276

'138,207

184,781

2,802,139

1,288,'t84.6s

7,O89,419

3,279,OO3

20141201-5

Kshs.

7,236,027

427,8-t6

529,724

237,385

1,94,1,75

1,438,'t0l
33,400

3,953,740

7,O89,41.9

3,801,857

40,952,586 24,941,644

Non-Gurrent-Payables
StaffGratuity

20't5120't6

Kshs.
1,6,419,783

2074/2075
Kshs.

14,399,823

16,479,783 L4,399,823

Trade payables represent outstanding payments to suppliers for services consumed. Payroll
deductions include amounts outstanding for statutory deductions and co-operative societies.

Staff creditors comprise of unpaid staff salaries and other amounts due to staff.
Under current liabilities, staff gratuity of Kshs 7,089,4"19 relates to amount provided for staff
who had quailfied'for pension as per their'contract letter before the pension scheme was
Under current liabilities, staff gratuity of Kshs 7,O89,4'19 relatcs to amount provided for staff
who had quailfied for pension as per thcir contract letter before thc pension scheme was
established.
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NOTES TO THE FINANCIAL STATEMENTS-CONTINUED

17. Provisions

Staff Leavc Days Provision

207412075

Kshs.

3,728,021

2,567,079 3,728,O21

Provisions are recognised when:

i) A rcliable estimate can be made of the obligation.

ii) It is probable that an outflow of resources embodying economic benefits or service

potential will be requircd to settle the obligation; and

iii)1'heAuthority has a present obligation as a rcsult of a past event;

Provisions are reviewed at each reporting date and are adiusted to reflect the current best

estimate or reversed if it is no longer probable that an outflow of rcsources cmbodying

cconomic benefits or servicc potential will be required, to settle the obligation.Employees

cntitlement to annual leave is recognised when it accrue.s. A provision is madc on thc estimated

liability for annual leaveas a result of serviccs rendcrcd by e.mployees uptothcamount of the

obligation.

l, , ,. ,.

18. Commitments and Contingencies

i\NNt j\[. ltl:l'()R I

& lrirtancial Stittcnrcttts 20 I -5,110 I 6

20151201,6

Kshs.

2,567,079

Capital commihnents

Approved and contracted

Approved and not contractcd 11,000,000

The capital commitments of Kshs 702,369,632 relates to the cost of development and

implementation of ERP and Case management systems. Implementation of the two systems

is at and advanced stage and they are expected to be completed by December, 2016.

201512016

Kshs.
'102,369,632

201412075

Kshs.
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NOTES TO THE FINANCIAL STATEMENTS-CONTINUED

19. Reconciliation of Net Surplus for the year to Net

Cash from Operating Activities

Surplus for thc Year

Adjustements

Dcpreciation

Movements in Provisions for Employee Costs

Working Capital Adjusknents

Changes in Working Capital

Receivables from exchangc T'ransactions

I{eccivab les fr om cxcha nge 1'ransa ct ions

Payables from exchangc Transactions

,\\\t, \l l{t:l'()l{l
ct Irirrarre iitl Statcnrcllts ]0l5i l0l6

207512076

Kshs.

181,843,631.

343,892

't'1,720,616

(1,160,942)

(4,887,367)

20'1,41207s

Kshs.

1.23,226,241.

14,749,303

't,046,791

(8,562,985)

20,09"1,986

1.3,903,843'18,030,902

205,890,733 164,455,779

20. Financial Risk Management

The Authority's activities exposes it to a variety of credit and liquidity risks. The overal risk management

programme focuses on the unprcdictability of the markct and secks to minimise potential adverse effects

,.,on its oprerations

The Authority regularly rcviews its risk management policies and systems to reflect changes in markets

and emerging best practices. Risk managemcnt is carried out by the managcment under the direct

supcrvision of the board of directors.

'I'he board provides policies for overal risk management as well as policies covering specific areas such as

interest rate rislg credit risk and liquidity risk.

a) Credit Risk Management

Credit Risk refers to the risk that a counterparty will default on its contractual obligation resulting in

financial loss to the Authority.

Credit Risk arises from bank balances,rcccivables and amounts due from related parties. Although this

risk is unlikely to occur in the short term, it is mitigated as follows:

i) Cash and short-term dcposits are placed with well cstablished financial institutions of high

quality and crcdit standing and also approved by the National Treasury;

ii) Funds are invested in short-term facilities; and

iii) The organisation does not raise debtors in its ordinary course of business.

Credit risk with respect to accounts receivable is limited due to the nature of the Authority's business and

its reliance on government grant as thc main source of funding. Market risk is the risk that

thc value of an investmcnt w ill decrease due to changes in markct factors. J'he above statcd mitigating

factors apply to market risk as wcll.
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& lrirrarre ill Statcrne rrts 20I 5il0l6
NOTES TO THE FINANCIAL STATEMENTS-CONTINUED

The amounts that best describes the Authority's exposure to crcdit risk at the end of the
financial year is made up as follows.

a) Credit Risk Management Continued.

Cash at Bank
Prepaid Rent
Staff Travel Imprests
Prepaid Insurance
Investment Income Receivab les (ba nk interest )

Trade payables all due within 30 days
Staff Creditors
Taxes

Payroll f)cductions
Provisions
Contractors retcntion
Staff Gratuity Accrued
Staff Pension Scheme

201512076

Kshs.
456,604,728

2,291,159

2,894,O84

6,214,320

1,833,904

201 41201.5

' Kshs.
251,,619,207

3,'t68,984
5,'123,242

2,292,6-15

469,837,595 252,204,O48

All the Authority's rcceivables are fully performing and are expected to be repaid.

b) Liquidity Risk Management

Liquidity risk is the risk that the Authority will not be able to mcet its financial obligations
when they fall due.1he Authority's approach to rnanag,ing liquidity is to ensure, as far as

possible, that it will always have sufficient lfquidity to meet its liabilities when due, under both
normal and stressed conditions, without incurring unacceptable losses or at the risk of
damaging the Authority's reputation.

TheAuthority ensurcs that it has sufficient cash on demand tomeet expected operational
expenses,includingthc servicing of financial obligations;this excludes thepotentialimpact of
extreme circumstances that cannot rcasonably be prcdicted.All liquidity policies and
procedures are subject to review and approval by the bgard of clircctors.

The amounts that best describes the Authority's exposure to liquidity risk at the end of thc
financial year is madc up as follows.

2015120'16

Kshs.
26,15"1,577

"t84,781

157,482

2,802,1,39

2,s67,079

1,288,18s

7,089,419

201 4/20,5
Kshs

7,236,027

237,385

957,s39
194,'t75

3,728,O27

33,400

7,O89,419

3,953,740

40,24O,662 23,429,706
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NOTES TO THE FINANCIAL STATEMENTS-CONTINUED

21. Leases

The Authority has a a six (6) year lease arrangemcnt with the landlord of the Kenya Railways Staff

Retirement bencfits schemeJhe premises from which its head officc is located.Thc terms of the

arrangement rc'quire'the Authority to pay a standard amount of rent quarterly in advancc with an

annual escalation rate of 5%. Obligations incurre.d under this lease are charged against income in equal

instalments ovcr the pcriod of the lease. The Authority recognized Kshs. 19,340,504.04 and

Ksh.4,040,218.97 as the rent and deferred lease payments respectively accruing from the arrangement.

Total Minimum futurc lease payments

Total Minimum future lease payments

Current year Rental -2015120'16

201512075

Kshs.

30,773,890

Year 201612017

Year 201,71201,8

22. Withholding Tax

During Financial Year 201,412015, Kshs 343,892 being Withholding Tax on Interest Rccievable on Fixed

Deposits was recorded in our books as a Liability. On maturity of the l;ixed Deposit we only received

interest net df Withholding Tax and aS.a result this entry was n'ot reversed. Susequently'a journal was

passed to correct this by debiting Withholding Tax Liability Account and crediting Accumulated

Surplus b/f.

23. Taxation

The Authority is exempt from taxation under the Income Tax act chapter 470 of the laws of Kenya

't6,785,758

'16,785,758

't3,988,1.32
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NOTES TO THE FINANCIAL STATEMENTS-CONTINUED

24. Contingent liabilities/Assets
a) Const. Pet. No. 2ggl2}1:5 COFEK vs Nakumatt Holdings Ltd, Atul Shah, Keny,a

Bureau of Standards, Competition Authority of Kenya & Attorney General.

COFEK filed a Petition against all the above Respondents resulting from consumer
complaints on differences between the till and shelf price at the 1st Respondent's

Supermarkets. The matter barely raises any serious cause of action against the Authority since

it does not disclose any particular Constitutional provisions contravened among other
weaknesses. Flowever, in the event of adverse outcome, the Authority could incur up to
Kshs.500,000 in court costs.

b) Industrial Claim No. 89712014 Beldine Omollo vs Wang'ombe Kariuki, CAK, The
PSC, Principal Secretary, The National Treasury and The Attorney General.

The Authority has been sued for wrongful dismissal by a former employee who was on
secondment from the National Treasury.She is seeking Kshs. 2,5OO,OOOl= plus costs of the suit
and interest'at court rates. The ft.i.rtiff has not raised any substantive legilissues tosupport
her claim.As at 3oth June 2016 the matter was still pending in court

25. Comparatives

Prior period comparative information has been presented in the current financial year. Where
necessary, comparative figures have beer: ..djrrs cd to conform to changes in presentation in
the current year.

26. Subsequent Events

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

financial statements for the year ended June 30,201 6.
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&ilry\./-'.r ANNUAL REPORT
& Finarrcial Statements 201512016

PROGRESS ON FOLLOW I.JP OF AI.JDITOR RECOMMENDATION

The following is the crmmary of issues raised by the extemal auditor,and managernent cunments that were

provided to the auditor. We have nominated focal persons to resolve the various issues as shown below with the

associated time frame within rarhich we expect the issue to be resolved.

Guidance Notes:

i) Use the same reference Numbers as contained in the extemal Audit Repor!

ii) Obtain the "The Issre/Observation" and "managernent comments",required above,from final extemal audit

iii) Before approving the report dilcuss the time frame with Orc'appointed Focal Point perscrbtwithin your

Authority responsible for implernentatior of each issue;

(iv) lrdicate the status of "Resolrred" or "Not Resolved" by the date of zubmitting this report to National Treazury

David O. Ong'olo

Chairman

F.W Kariuki

Director General
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