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CHAIRPERSON’S STATEMENT

It is my pleasure to deliver this statement, and annual report 2019-2020.
During the financial year the commission completed four key deliverables in
line with its mandates.

First, the commission submitted the third basis for revenue sharing among
county governments in April 2019. The recommendation is anchored in a
revenue sharing framework which seeks to closely align funding to functions
assigned to county governments to enhance service delivery. The framework
also takes into account the need to address developmental gaps and eco-
nomic disparities among counties. In addition, the framework seeks to create
incentives for county governments to adhere to principles of fiscal responsibil-
ity and to optimize their capacity to raise own revenue. Notably the report has
generated significant healthy debate.

Second, the Commission is proud to report that in collaboration with part- =
ners, Capital Markets Authority, the National Treasury and the CoG and the

World Bank Group, we developed the County Creditworthiness Initiative (CCI) to help counties asses and unlock their
capacity to acquire access sustainable financing from the commercial lenders. Three counties were rated successfully
i.e Makueni, Bungoma and Kisumu. This exercise will be scoped to cover the remaining counties in the coming years.

The capacity building for county governments which the commission undertakes in collaboration with other partners
saw 6 counties training on CBEFs for county executives and external members. The six counties are: Kakamega,
Mandera, Lamu, Garissa, Tana River and Turkana. We also conducted Capacity building for the members of Finances
land Budget Committees of County Assemblies on OSR and OSR model laws. This saw training happen for the follow-
ng county assemblies. Mahhakos, Kitui, Makueni, Kajiado, Garissa, Mandera, Marsabit, Kisumu, Homa bay, Nyamira,
Kisii, Kakamega, Bungoma, Vihiga, Muranga, Nyandarua, Tharaka-Nithi, Laikipia, Nyeri

The third deliverable The Gommission also started a series of analytical reports to track progress in own-source reve-
hue generation by county governments since the onset of devolution. The first of these is the Counties Efforts Towards
Revenue Mobilisation: taking Stock of the Last Six Years. The report tracks progress in county own-source revenue
mobilization effort and aims at augmenting counties’ OSR enhancement agenda.

The commission has also developed a new framework to be used in the determination of expenditure ceilings for the
ounty executive and assemblies. This approach corrects imbalances as observed through expenditure analysis for
e last seven years.

The commission is the cun‘ént chair of the forum of Constitutional Commissions and Independent Offices (CC&IOs)
h supporting the Governmént response to COVID-19 the Commission led the Chapter 15 institutions in fund raising
bwards the COVID kitty and handed over the money in April 2020.

— —

would like to thank all our dartners for their support in the past year. In particular, the Commission received invaluable
Lipport from UNDP, the World Bank and all partners in the PFMR Secretariat. | look forward to even more fruitful
hgagements in the coming year.

O » _—

Df. Jane Kiringai

CHAIRPERSON
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COMMISSION SECRETARY’S STATEMENT

It is a delight for me to present the Commission’s Annual Report and Financial
Statements for financial year 2019-2020. During this period, the Commission
made significant contributions to promote equitable sharing of revenue between
national and county governments and among county governments. In addition,
we made key recommendations on the financing and financial management
needs of county governments.

To promote equitable sharing of revenue among county governments, the
Commission prepared a recommendation on the third basis for revenue sharing
among county governments. Development of the third basis involved engage-
ments with the Senate and other stakeholders and resulted in its submission
to the Senate for approval. In addition, consultations were carried out with the
Council of Governors, Intergovernmental Budget and Economic Council (IBEC)
among other stakeholders on the sharing of revenue between the national and
county governments.

The Commission, in collaboration with the National Treasury and the Public Fi-
nance Management secretariat, conducted regional cluster trainings for Mem-
bers of County Assemblies (MCAs) on revenue-raising model laws and other own-source revenue topics. This was
done to capacity-build county assembly members due to the pivotal legislative role they play.

Furthermore, the Commission is mandated to advise county governments on how to finance their operations in ways
that ensure fiscal responsibility. In line with this, the Commission in collaboration with the World Bank Group, Capital
Markets Authority, the National Treasury, IBEC and county governments developed the County Creditworthiness Ini-
tiative (CCl) to shepherd counties towards creditworthiness in order to unlock their potential for achieving larger, lon-
ger-term, and sustainable financing. The initiative resulted in the shadow credit rating of three pilot counties: Makueni,
Bungoma and Kisumu.

The Constitution of Kenya in Article 205 provides that the Commission shall consider and make recommendations
on any bill concerning sharing of revenue or financing of county governments. In this regard, the Commission gave
recommendations on various bills including the Public Finance Management (Amendment) Bill, 2019; the Equalization
Fund Bill, 2019; the Gaming Bill, 2019; the Conflict of Interest Bill, 2019 as well as draft regulations of various Funds
sought to be established under the PFM Act such regulations contained in the draft PFM National Toll Fund.

Following a directive from the President of Kenya, H. E. Uhuru Kenyatta, the Commission and other agencies formed a
multi-agency task-force to deliver a single integrated county revenue management system (ICRMS) to be used across
all forty-seven County Governments. The task-force is continuing with its work and so far have produced a draft report
highlighting key recommendations that require implementation for a single integrated county revenue management
system (ICRMS) to be implemented countrywide.

In addition, the Commission started a series of biannual analytical reports to track progress in own-source revenue
since the onset of devolution, which can be used to inform policy making at both levels of government. The first in this
series of analytical reports; “Counties Efforts Towards Revenue Mobilisation: taking Stock of the Last Six Years”, was
published in this financial year. The report tracks progress in county own-source revenue mobilization effort over the
last six years in the 47 counties and aims at augmenting counties’ OSR enhancement agenda.

Finally, | extend my sincere gratitude to all our donors, partners and stakeholders who continue to support the work of
the Commission. | also appreciate the CRA secretariat whose tireless efforts continue to ensure that CRA implements
its mandate with excellence to ensure equity in the sharing of resources in our country.

Dr. Moses Sichei

COMMISSION SECRETARY/CEO
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MANDATE
The Commission on Revenue Allocation (CRA) is an independent Commission set up under Article 215 of the

Constitution of Kenya, 2010. Its core mandate is to recommend the basis for equitable sharing of revenues raised
nationally between the national and the county governments, and among county governments.

VISION

©

No Kenyan Left Behind

MISSION

To make reliable recommendations on equitable revenue sharing,
revenue enhancement and prudent public financial management

CORE VALUES

\"4

Excellence
Inclusiveness
Integrity
Equity
Obijectivity

MOTTO

Promoting an Equitable Society
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Introduction

During the financial year 2019/2020, the Commission undertook several activities in line with its mandate and func-
tions. This chapter highlights the main activities and accomplishments realised by the Commission for the period June
2019 to June 2020.

A. Division of Revenue

1.1. Recommendation on the Basis for Revenue Sharing between National and County Governments for
FY 2020/2021

The Commission is mandated to make recommendations on the basis for equitable sharing of revenue between na-
tional and county governments, also known as the vertical recommendation, (Article 216(1)(a) of the Constitution). The
Commission is required to submit this recommendations at least six months before the beginning of a Financial Year
to the Senate, the National Assembly, the County Assembly, the National Executive and County Executives (Section
190 of the Public Finance Management Act (PFMA)).

During FY 2019/2020, the Commission prepared and submitted for approval the recommendation on the basis for the
equitable sharing of revenue between the national and county governments for FY 2020/2021. The recommendation
proposed an allocation of Kshs. 1,561.96 billion to the national government and Kshs. 321.74 billion to the county gov-
ernments as equitable shares. The recommendation also proposed an allocation of a new conditional grant of Kshs. 5
billion from the national government equitable share to finance urban services within the provision of the Urban Areas
and Cities Act 2011.

The Commission’s recommendation provided for a minimum allocation to either level of government, equivalent to
5.7 % of each government’s development expenditure. This translated to additional allocation of Kshs. 5.24 billion to
county governments and Kshs. 31.35 billion to the national government. The adjustment of 5.7 percent was based
on a three-year average of actual development expenditure of either level of government. The Commission further
recommended that the national government be allocated an additional Kshs. 71.01 billion for the purpose of investing
in strategic areas under the Big Four Agenda. Table 1 summarizes the Commission’s recommendation and approved
allocation between the two levels of government for FY 2020/2021 (Ksh. billion)

Table 1: Commission’s recommendation and approved allocation between the two levels of government for
FY 2019/2020 (Ksh. Billion)

National Government 1,561.96 1,633.4 ;
County Governments 321.74 316.5 i
Equalization Fund : 5.7 6.8
s e S v v e P S e
Compensation for user fees forgone 0.9 l
Leasing of Medical Equipment 6.2 |

4 Road Maintenance Levy Fund 9.4 |
Rehabilitation of Youth Polytechnics 2.0

6 Supplement for construction of county headquarters 0.3
New Conditional Transfer for financing of five (5) cities 8.0 -

8 Loans and grants from development partners e Ry }

As part of the vertical sharing of revenue between the two levels of government, the Commission also reviewed and
provided comments to Parliament on the 2020 Budget Policy Statement, the 2020 Division of Revenue Bill (DORB)
and the 2020 County Allocation of Revenue Bill (CARB).




= 2019 - 2020 ANNUAL REPORT & FINANCIAL STATEMENTS

CRA |

1.2. Recommendation jon the Basis for Revenue Sharing among County Governments

*Article 216 (1) (b) of the Constitution of Kenya, mandates the Commission to make recommendations concerning the
basis for the equitable sharing of revenue raised nationally among county governments. In line with this mandate,
the Commission developed the Third Basis recommendation as a successor to the Second Basis recommendation.
The recommendation was submitted to the Parliament in April 2019. During the FY 2019/2020, the Senate invited the

Commission to various consultative fora on the Third Basis recommendation. During these events, the Commission
developed various presentations which were used during the consultative meetings.

The Third Basis recommendation is summarised in Table 2:

Table 2: The Third Basis for Revenue Sharing among County Governments

<
o

CRA Recommend Weight
17%

10 %

18 %

5%

20%

8 %

4%

14 %

Indicator of Expenditure Need

2%
Prudence Index

- OO NOOGHEWN =

B. Addressing Marginalization

I.1. Preparation of the ngw Equalization Fund Regulations

\s ordered by the Court in November 2019, the National Treasury, the Council of Governors and the Commission pre-
pared the Public Finance Management (Equalisation Funds) Regulations, 2020. The regulations propose for transfer
of equalisation funds as a conditional grant to the counties with areas identified as marginalised; establishment of an
advisory board at the national level and, establishment of project committees at the county level to undertake project
idlentification, prioritisation and implementation.

A\
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1.2. Assessment of implementation of the First Marginalisation Policy

In FY 2019/20, the Commission visited 2 counties identified as marginalised under the first policy to assess implemen-=
tation of projects. Visits to Marsabit and Turkana Counties were undertaken in May and June 2019, respectively. The
Counties identified as marginalised under the first policy and the resources allocated to them are presented in Table 3.

Table 3: List of Marginalised Counties and allocations under the 1st policy

County Criteria for Sharing Revenue Total Allocation
Garissa 6.64 783,520,000
Isiolo 6.33 746,940,000
Kilifi 6.47 763,500,000
Kwale 6.74 795,300,000
Lamu 612 722,200,000
Mandera 8.2 967,600,000
Marsabit 7.51 886,200,000
Narok 6.86 809,500,000
Samburu .37 869,700,000
Tana River 7.28 859,000,000
Turkana 8.9 1,050,200,000
Taita Taveta 6.37 751,700,000
Wajir 7.88 929,800,000
West Pokot 7.34 866,100,000
Administration Cost 4.83% 598,740,000
100 12,400,000,000

1
2
3
4
5
6
7
8
9

The visits to the remaining 12 counties were not undertaken due to the challenges that arose from the outbreak of the
COVID-19 pandemic.

1.3. Delays in Implementation of the First and Second Policies on Marginalisation

Following the Court ruling that disbanded the Equalisation Fund Advisory Board established under the First Policy
and delays in establishment of another institution to oversee the implementation of the Equalisation Funds, the imple-
mentation of the first policy remains incomplete and the implementation of the Second policy was not undertaken in
2019/2020. The new regulation nonetheless provides for implementation of both policies, and indeed the subsequent
policies
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C. Public Financial Management

In the year under review, the Commission undertook various activities to enhance public financial management in
county governments including:

i. Recommendation on county government Recurrent Expenditure Budget Ceilings

ii. Analytical report on County Fiscal Strategy Papers submitted to the Commission

ii.  County Budget Economic Forum (CBEF) Effectiveness Report

iv.  County Budget and Economic Forums Training (GoK and UNDP supported training)

1.1. Development of County Recurrent Expenditure Budget Ceilings Recommendations for FY 2020/2021

The Commission developed the 2020/21 recommendations on county Recurrent Expenditure Budget Ceilings and
submitted them to the Senate. The Senate approved the recommendations with a total ceiling of Kshs 59,956 million
comprising of the Kshs 33,248 million for County Assemblies and Kshs 26,708 million for County Executive. This figure

was similar with the ceiling of the financial year 2019/20 since there was no growth in the share of nationally raised
revenue allocated to the counties as per the Division of Revenue Act (DORA 2020).

.2. County Fiscal Strategy Paper Report

Section 117 of the Public Finance Management Act (2012) provides for the preparation of the County Fiscal Strategy

Paper (CFSP) for each county. The County Treasury should submit the CFSP to the County Assembly by 28th Febru-

ry of each year. In preparing the CFSP, the County Treasury should seek and consider the views of the Commission

an Revenue Allocation.

Rursuant to this provision, the Commission received and reviewed County Fiscal and Strategy Papers from 31 county

governments. The Commission sent comments to all 31 County governments. Subsequently a consolidated report

was produced with the following recommendations:

i. Counties to strictly|adhere to the submission deadline of 28th February;

ii. Counties to set realistic revenue projections to avoid shortfalls in revenue collections resulting to pending
bills;

ii.  Counties to develop models for Own-Source Revenue (OSR) forecasts to ensure reasonable revenue pre-
dictability;

iv.  Counties to strictly adhere to the fiscal responsibility principles of 30% development expenditure and 35%
personnel costs at budgeting as well as during implementation;

V. All eligible pending bills should be paid;

vi.  Counties to budget for county assemblies as per the CRA recommendation to Senate on Recurrent Expen-
diture Budget Ceilings for 2020/21;

vii.  That counties revise their 2019 / 2020 revenue projections and align the activities / expenditure levels to the
new projection;

viii. Encourage counties to revise their County Fiscal Strategy Papers (CFSP) for the 2020/ 2021 Financial Year
to align projections to the economic realities brought about by the Covid-19 pandemic.

[V 1

1.3| County Budget Economic Forums (CBEFs) Effectiveness Report

Sedtion 137 of the Public Finance Management Act (PFMA) 2012, provides for the establishment of the County Bud-
get [Economic Forum (CBEF) in every county. The purpose of the Forum is to provide a means for consultation by the
couhty government on the preparation of county plans, the County Fiscal Strategy Paper (CFSP); the Budget Review
and| Outlook Paper for the County (CBROP); and matters relating to budgeting, the economy and financial manage-
ment at the county level. Since 2018, the Commission has inducted and trained a total of 46 counties.

(@5
e
& NI\ — i e R
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Not Trained Not Established Trained - Not Established

Key: In August 2019, the Commission developed a monitoring and evaluation CBEF effectiveness tool (question-
naire) to rate the performance of the CBEFs. The objective of the instrument was to establish the effectiveness of the (
CBEFs in planning, budgeting, financial management, and public participation. The tool was sent to the 47 county
governments but 15 county governments responded by submitting the filled questionnaires. The responses from the l
15 counties, representing a 32%, were analyzed and a report on CBEF effectiveness was developed with the following
key recommendations:

i. Gazettement of the CRA guidelines on the establishment and operationalization of CBEFs. The Gazette ‘
notice should provide for repercussion for non-compliance.
ii. All counties should establish and operationalize CBEFs as per the law. |
iii. All CBEFs should develop operational frameworks including their Terms of Reference, Work plan and
Code of Conduct. ‘
iv. The non-state members MUST have a strong feedback mechanism with their nominating constituencies.
V. CRA to monitor and evaluate quarterly the effectiveness of CBEF and work to automate the effectiveness i
tool to improve on responsiveness and monitoring efficiency.
Vi. Continuous capacity building the CBEFs for their effectiveness. 1
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1.4. CBEFs Trainings (GOK and UNDP Supported Trainings)

“in the year 2019/20, UNDP supported CRA to a tune of Kshs. 4 million to capacity build CBEFS in 8 Northern frontier
Counties namely Lamu, Mandera, Garissa, Tana River, Wajir, Isiolo, Turkana and Marsabit. Out of these, Waijir and
Marsabit could not be trained since Wajir had not yet appointed the non-state actors while Marsabit could not facilitate
the non-state members to attend the training.

1.5. Fiscal Responsibility

Article 216 (3(c)) requires that in formulating recommendations, the Commission should encourage Fiscal Responsi-
bility. In the period under review, CRA executed this mandate through the following activities: -

i. The County Creditworthiness Initiative (CCl)
il. Analysis of Audit Opinions for County Governments in Kenya

County Creditworthiness Initiative (CCI)

The Commission has a constitutional mandate to advise county governments on how to finance their operations and
to undertake investments in ways that meet the fiscal responsibility yardstick. This mandate confers an obligation to
the Commission to support County Governments bridge financing gaps that may exist and support the development
of an enabling environment for County Government borrowing.

The Commission, in collaboration with the World Bank Group (WBG), conceived the County Creditworthiness Initiative
(CCI) for Kenya. The Initiative aimed to provide technical assistance to county governments to bridge the creditworthi-
ness gap and access market finance for infrastructure and other development projects.

The CCI was conceived to coordinate and integrate existing efforts, instruments, knowledge, and resources from
partners and stakeholﬁt}ers by identifying the most effective financing solutions and implementation arrangements for

County Governments in Kenya. CClI aims to achieve the following outcomes:
\

a) A strengthened regulatory framework for County Government borrowing;

b) A fiscal decentralisation structure that supports responsible borrowing, regulated by market discipline;
C) An institunlional framework for overseeing sustainable County Government’s borrowing;

d) A capital market that is ready for County Government borrowing;

e) Strengthehed financial management by County Governments for market access.

CCl was piloted in nine (9) County Governments: Meru, Laikipia, Bungoma, Nandi, Mombasa, Kisumu, Lamu, Makue-
ni and Samburu. The Counties were selected by an objective criterion developed by the Commission. Nyandarua
County Government was a late inclusion to the pilot county governments due to its clean audit report in the financial
year 2017/18. The nine County Governments attended a one-week Creditworthiness Training Academy on the drivers
of creditworthiness in N. irobi in February 2019.

Using the tools from thé training, the County Governments were expected to undertake self-assessment and devel-
op their action plans to improve on their credit wortjiness. It was a requirement that the nine counties submit to the
Commission action plans endorsed by their Governors. Six counties did submit their actions plans out of which three
counties (Bungoma, Kisumu and Makueni) were selected to undertake shadow credit rating.

The Global Credit Rating Company Limited (GCR) was contracted by the World Bank Group (WBG) to undertake the
Shadow Credit Rating far the three counties. The Shadow Credit Rating reports were shared with the leadership of
three County Governments (Bungoma, Kisumu and Makueni) in December 2019, and in March 2020, the three coun-
ties unveiled their ratings to the public.

Analysis of Audit Opinipns for County Governments in Kenya

In making the revenue-sharing recommendations, the Commission considers the reports of the Office of
the Auditor-General which outlines the fiscal efficiency of County Governments. The consideration of fiscal
efficiency in revenue sharing recommendations stems from the requirement of Article 216 (3) (a) of the Con-
stitution of Kenya that the CRA should give effect to the criteria set out in Article 203 (1). One of the criteria is
fiscal capacity and efficiency of County Governments.
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CRA collaborated with other relevant institutions, notably the Office of the Auditor General (AOG) to encour-
age prudent use of public funds for better service delivery to Kenyan citizens.

-

The tables below shows the analysis of the Audit Opinions for County Governments as from 2016/2017 to
2017/2018.

Financial Year 2017/2018

County Executive County Assembly
Makueni Baringo Machakos Kericho Bomet Meru
Nyandarua Somst Mandera Bungoma Murang’a
B“”QOma Marsabit Busia Nakuru
Busia Meru E/Marakwet Nandi
B M.arakwet Mombasa Garissa Narok
ngssa Nakuru Kajiado Nyamira
IS'(_).IO Nandi Kakamega Nyandarua |
Kajiado Narok Kiambu Nyeri !
Kak-amega Nyamira Kirinyaga Siaya {
i Nyeri Kisii Taita Taveta
K!z.ar.nbu Samburu Kwale Tana River
K!I'_f' Siaya Laikipia Trans Nzoia
lfinyags Tharaka Nithi Makueni Turkana
K!su Trans Nzoia Mandera Uasin Gishu
K!sulmu Turkana Marsabit Wajir
Kitui Uasin Gishu West Pokot
inle Vihiga
Laikipia West Pokot
Disclaimer Adverse Disclaimer Adverse
Homa Bay Embu Homa Bay Baringo Lamu
Lamu Murang’a Migori Embu Machakos
Migori Taita Taveta Vihiga Isiolo Mombasa
Nairobi City Kilifi Nairobi City
Tana River Kisumu Samburu
Wajir Kitui Tharaka
Nithi

Source: Office of the Auditor General (AOG)

As per the above table, the County Executive of Makueni and Nyandarua recorded Unqualified Opinions in the
financial year 2017/2018. The County Assembly of Kericho also recorded Unqualified Opinion in the financial
year 2017/2018. This is a great move as far as public financial management is concerned.
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Financial Year 2016/2017

County Executive County Assembly
ghiaiiss Quaiied |
Baringo Mandera Bomet { Meru :
Bungoma ;Marsabit Bungoﬁa } Murang’a 1
Busia fMeru Busia ‘ Nakuru 1
| E/Marakwet ‘ Mombasa Embu i Narok |
Kajiado i Nakuru Garissa ‘{ Nyandarua
Kakamega iNarok Kericho ; Nyeri 1
Kiambu Nyandarua Kiambu % Taita Taveta ‘
Kilifi ‘ Nyeri Kirinyaga i Tana River
Kisii Trans Nzoia Kitui Vihiga
Laikipia Uasin Gishu Kwale Wajir
| Makueni iWajir Laikipia West Pokot ‘
: Mandera
Disclaimer Adverse Disclaimer Adverse
Bomet Embu Homa Bay Baringo Marsabit
Homa Bay Garissa Kilifi E/Marakwet Migori
Kericho Isiolo Lamu Isiolo Mombasa
Kitui Kirinyaga Nandi Kajiado Nairobi
Lamu Kisumu Trans Nzoia Kak.amega Nyamira
Machakos Kwale Turkana Kisii Samburu
Migori Kisumu Siaya
Nairobi City Machakos Tharaka
Nandi Makueni e
ita Taveta Uasin Gishu
ana River
ihiga
est Pokot

Source: Office of the Auditor General (AOG)

rom the summary, there was no County Executive or County Assembly that recorded Unqualified audit opinion in the
inancial year 2016/2017.
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Launch of County Creditworthiness Initiative Ratings for Makueni, Bungoma and Kisumu Counties on 3rd April, 2020

courtesy CRA

D. Revenue Enhancement

The Commission is mandated Article 216 (3b) to define and enhance revenue sources for both the national and county
governments. The Commission works closely with county governments to provide advisory and technical support in
revenue forecasting and capacity building for county staff. During the financial year 2019/20 the following activities
were undertaken.

1.1. Own-Source Revenue (OSR) Report 2019

The Commission developed its first analytical report in 2019 to track OSR progress since the onset of devolution. The
aim of the 2019 OSR Report is to provide policymakers with evidence of OSR success to help develop strategies to
increase revenue from own-sources. Specifically, the own-source revenue report 2019 analyzed revenue performance
of 47 county governments over six years.

The OSR Report 2019 focused on: assessing growth of county OSR for six years beginning with FY 2013-14 to
FY 2018-19; revenue capacity gap analysis; revenue streams analysis; revenue mobilization efforts; OSR financing
county budgets; the relationship of OSR to Gross -County Product (GCP); county economic structure and revenue
collection.

The report highlights counties that have significantly increased revenue collections over the past six years. The coun-
ties of Embu and Garissa dramatically tripled their revenue collections by 202 and 254 per cent respectively from
FY 2013/14. In the same analysis, 15 counties doubled their revenue after six years: Tana River, West Pokot, Lamu,
Kirinyaga, Mombasa, Nandi, Kiambu, Elgeyo-Marakwet, Laikipia, Taita-Taveta, Marsabit, Makueni, Kakamega, Thara-
ka-Nithi, and Nyandarua. However, four counties receded after six years: Busia, Wajir, Homabay, and Mandera; they
have had declining revenue growth. In Nairobi County, although it raises the highest Own-Sources Revenue, it grew
by less than 1 per cent after six years. Nairobi County is currently financing 40 per cent of its budget from Own-Source
Revenue but has the potential to fund its budget more than two times.

The report also indicates that all 47 counties are raising less than 40 per cent of their estimated revenue potential ex-
cept for counties with game reserves. Management of game reserves appears to advantage certain counties in terms
of OSR collection. Main own-source revenue streams for counties are: business permits, property-related revenue and
vehicle parking fees. Agriculture-dominated counties are disadvantaged by the narrowness of the significant revenue
stream cess, which accounts for only 3 per cent of total county collections.
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Despite the gap to their estimated revenue potential, city counties can be weaned off the equitable share, due to their
ability to finance their budgets significantly compared to other counties with a high dependence on the national govern-
ment to fund their budgets. Such counties can wean off this dependency on national transfers by undertaking revenue
reforms that enhance OSR and take advantage of their diverse economy.

1.2. Own-Source Revenye (OSR) Guidelines

Training on own-source revenue for County Governments has been done on an ad-hoc basis and by many different
organizations including private firms, government agencies and development partners. Despite this, County Gov-
ernment staff and policymakers still lack adequate capacity to execute their own-source revenue administration and
legislation role fully.

To further improve revenue administration and legislation, the Commission developed a uniform framework for training
county governments on matters of own-source revenue administration and legislation through a multi-agency task
force. The goal of this task force was to develop an own-source revenue training guideline.

The training guideline is targeted at both the county executive and assembly, specifically: Governors, County Execu-
tive Committee Members, Chief Officers, Speakers, Clerks, Members of the County Assembly, Budget and Finance
Committee Members, Budget and Finance Committee Clerks, Internal Auditor, Audit Committee, Revenue Directors,
Head of Revenue, Fiscal Analysts, Revenue Accountants, Cashiers, Sub-County Revenue Officers, Revenue Super-
visors, Revenue Clerks, and Enforcement Officers.

The guideline covers five focus areas specifically: institutional, legal and policy frameworks guiding own-source reve-
nue; own-source revenue administration practices; revenue accounting; Analysis and forecasting; and ethics and code
of conduct. In addition, there is one module on cross-cutting areas. The training may be conducted using one or more
of the recommended training methods: case study, group discussion, role-playing, demonstrations, lecture/exposition,
questions and answer, brainstorming and coaching.

The development of the own-source revenue training guideline was supported by AHADI and Public Finance Manage-
ment Reform (PFMR) Secretariat.

f1.3. County Revenue Asgsessment
In the Financial Year 2019-2020, the Commission, in partnership with UNDP, supported two activities:

a) Development of revenue assessment and administration frameworks reports for Turkana and Isiolo county

governments.
b) Development of Revenue Administration Action Plans for Turkana and Isiolo County

Development of Revenue Assessment, Administration Reports and Action Plans for Turkana and Isiolo
Turkana

The Commission began working with Turkana County to train revenue staff between 9th and 12th September, 2019.
After that, the assessment was conducted between 18th and 22nd November, 2019. Dissemination of the result of the
evaluation was conducted via Zoom on 29th June 2020. The workshop with the County Executive and Assembly of
Turkana to develop revenue-administration action plan was conducted between 1st and 2nd October 2020.

Some of the wins from the CRA-UNDP initiatives on reforming Turkana county’s revenue administration included:

1. Increased staff morale: The county reported that the 47 participants trained had improved job morale. The
training was an inaugural revenue administration training for staff below the sub-county revenue officer.

2. First land revenue waiver announcement: After the assessment, the county announced the land rates waiver,
which resulted in the increased payment by ratepayers.

3. Adoption: The County Assembly committed to adopting the primary legislation action plan for revenue admin-
istration.

4. Implementation: The County Executive committed to implementing the action plan.
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The specific actions listed above resulted in improved revenue performance by Turkana County attributed to the inter-
ventions of the Commission with the support of UNDP.
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Revenue Collected in Kshs Millions

Four Quarters of the Financial Years

®2014-15 ™2015-16 "2016-17 ™2017-18 ™2018-19 ™2019-20

The period before the Commission’s interventions
The period of the Commission’s interventions
The period after the Commission’s interventions

Tremendous revenue improvement after the Commission’s interventions -The first quarter of FY 2019-20 saw a 49 %
increase in revenue compared to the same quarter the previous year. In the third quarter of FY 2018-19, the OSR for
Turkana increased by 21 per from the previous years, and in the same quarter the following year FY 2019-2020. In the
fourth year of FY 2018-19, the OSR for Turkana increased by 32 per from the previous years.

Isiolo

The Commission initiated Isiolo County revenue administration activity with revenue staff training between the 19th
and 23rd August 2019. Thereafter, the assessment was conducted between 3rd to 8th November 2019. Dissemination
of the result of the evaluation was conducted via Zoom on 30th June 2020. The workshop with the County Executive
and Assembly of Turkana to develop revenue-administration reform action plan was conducted between 29th and 30th
September 2020.

Some of the wins from the CRA-UNDP initiatives on reforming Isiolo county’s revenue administration included:

1. The motivation of revenue staff: The County recorded that the work morale for the 57 participants who were
trained went up. The training was an inaugural revenue administration training for the staff.

2. Development of an enforcement Bill: Following the assessment and recommendation during the discussions,
the county executive developed an enforcement bill.

3. The County Assembly: committed to adopting the primary legislation action plan for revenue administration.

4. The County Executive: committed to implementing the action plan.

In terms of performance after training, the second quarter had the highest growth compared to the other quarter. Sim-
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ilarly, the revenue of Isiolo increased by 46 per cent in the third quarter of the financial year 2019-20 compared to the
same quarter the previous year. In the fourth quarter comparison between the 2019/20 and 2018/19 financial years
the performance was almost equal.

E

TH
in
ag

120

100

hil}

Revenue collected in Kshs Millions

Oo1) |
40 _—
40 5 3
I I Il 1l “Ill
Q1-Jul-Sep Q2-Oct-Dec Q3-Jan-Mar Q4-Apr-Jun

Four Quarters of the Financial Year

®2014-15 ™2015-16 ¥2016-17 ¥2017-18 ®2018-19 ™2019-20

Research & Knowledge Management

e Commission is committed to strengthen its ability to perform its advisory role and mandate on devolution matters
the country. To achieve its mandate, the Commission has four broad functions in Research and Knowledge Man-
ement:

Generate evidence-based knowledge to support recommendations it makes as part of its revenue oversight
mandate;

Assess the potential of natural resource as a revenue source for counties and develop a national strategic
framework to govern the utilization by counties of natural resources

Establish, and manage for posterity, a repository for devolution and fiscal decentralization literature and data
shaping the devolution discourse in Kenya;

Monitor the implementation of its overall strategy and evaluate the strategy’s effectiveness in performing the
Commission’s mandate.

Duting the financial year 2019/2020 the Commission undertook the following activities aimed at enhancing its Re-
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ch and Knowledge Management:

Research
nomic Impact of the Coronavirus (COVID-19) and its Implications for Revenue Sharing in Kenya

Y 2019/2020, the world came under a public health threat with the emergence of the novel Corona virus disease
VID-19). Given the threat the virus has presented globally, the World Health Organization (WHO) on 11" March
D, declared the outbreak a global pandemic raising the risk assessment of the outbreak to “very high”.

devastating effects of the virus necessitated countries to resort to either partial or complete lockdown of their

ecorjomies to curb the spread of the virus. This had economic consequences and many countries had to make a trade-
off between disrupting socio-economic activities by locking down businesses/ industries and social activities that are
non-essential in the fight against the virus or allow these activities to continue at the risk of allowing the virus to spread.
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Likewise, restrictions on the free entry and movement of people within countries were imposed, keeping people off
work. This was expected to adversely affect traders and workers, especially those that depend on daily wages.

It is with this background that the Commission carried out a study to assess the economic impact of the Corona virus
disease (COVID-19). This was informed by fact that the economic environment prevailing in the country informs the
work of the Commission and informs the strategic direction to be pursued by the Commission. The first part of the
assessment considered the overall effect on the economy. This was followed by an assessment of the impact of the
pandemic at county level.

1.2. Assessment of the impact of Covid-19 at County level

The Commission works with county governments to optimize their economies and capacity to raise revenue. This is
highly correlated with the economic activities at the counties and provision of services. In addition, the Commission
is charged with encouraging fiscal responsibility in counties. The COVID-19 pandemic presented counties with an
unprecedented situation that required immediate response. The response measures taken, largely followed those of
the national government that were meant to curb the spread of the virus including: closing markets, restaurants and
eateries, restricting movement of both people and goods and requiring all public service vehicles to adhere to passen-
ger-distancing guidelines including a passenger carrying capacity of 60 percent.

The above measures were bound to have a negative impact on county revenues requiring a re-orientation of county
finances including county financial legislations. This study therefore assessed the effect of the pandemic on the above.
This is an ongoing study and will be finalized in FY 2020/21.

1.3. Monitoring and Evaluation

The focus for the monitoring and Evaluation (M&E) in FY 2019/20 was to establish a Monitoring and Evaluation system
including development of an M&E policy, framework as well as monitoring tools.

During the financial year 2019/20 the M&E implemented the following activities:

Institutional capacity building

To monitor the implementation of the Commission’s overall strategy and evaluate the strategy’s effectiveness in per-
forming the Commission’s mandate the Commission established a M&E system. The first critical step in establishing
the M&E system was to draft a M&E policy to guide the implementation of the M&E functions. The policy document
is undergoing review. This was followed by development of the Commission’s monitoring and evaluation framework
which is critical to the successful implementation of the commission’s mandate. The framework is intended to provide
an effective and efficient methodical process towards regular and systematic gathering, capturing, analysis and dis-
semination of information on progress of the Commission’s strategic plan implementation, programs, projects and all
other activities the Commission is involved in. The draft M&E framework is also undergoing review before adoption.

The specific aims of the M&E framework are to:

i. Determine progress of the Commission’s strategic plans, programs, projects, activities and policies as well as
accelerate implementation.

ii. Enhance accountability and transparency in the Commission.

iii. Enhance efficiency and avoid duplication of roles, functions and reduce wastages.

iv. Evaluate performance of the Commission’s strategic plan in achievement of its intended outcomes and impact.

v. Facilitate appropriate feedback for improved performance.

As part of the M&E framework, the Commission also developed monitoring tools for collecting data and information
for tracking progress of activities it carries out. The monitoring tools include reporting templates (monthly, quarterly
and annual reporting templates) as well as an activity progress tracking tool. The templates are awaiting approval and
adoption.

In addition, the Commission ensured its FY 2020/21 work-plans are well aligned with the current strategic plan and
have clear outputs and targets to facilitate tracking of progress and measuring performance. The Commission also
supported development of program performance reporting by providing performance information for quarterly report-
ing.

e AR SGas. e B Ao GEnn Ml Gl cthe ol M. S Sebeme o e M . Sma e o G e S o e o Ao oa M o e e e e e e maa . s M a aa e m - =



_ -

T T T

v - - -

-~ W v

T P T Y S G G W g e v—g— W w——— p—— -~ —— -—

3
CRA,

1.4. Library and Knowledge Management

As an initial process of Knowledge Management Implementation, the Commission developed a draft report under
review titled “Justification for Implementation of Knowledge Management at the Commission on Revenue Allocation
(CRA)”. The document sheds light on Knowledge Management in the context of the Commission and gives practical
proposals on steps that can be taken for institutionalisation of Knowledge Management (KM).

Further, the Commission is in discussion with the ICT Authority on ways we can partner and utilise available ICT infra-
structure and open-source software to make knowledge flow within the Commission seamless and more accessible.

As a way of improving KM, the Commission worked with AHADI Kenya in the last quarter of the financial year as they

one in collaboration between the Commission and AHADI for dissemination to the public through the newly devel-

3E/ere winding up their project in Kenya. The process involved compilation of all the knowledge products and publication
)ped County Governance Toolkit. The toolkit will soon be incorporated with the Commission website.

Ih addition, the Commission is currently in the process of weeding out and disposing excess outdated publications to
decongest the library. This will involve identifying potential libraries and institutions who can be benefit from these re-
sources. So far, the Commission has disseminated over 50 copies of assorted titles to Hogath Representation Library
Service, a Canadian Organisation.

A Information Technology

p b |8 Integrated Data Management Systems

In a world filled with increasingly complex and abundant data, the ability to translate information into visual represen-
tations is essential in helping audiences understand important subject matter and help in making data driven policy
decision in government. It also promotes transparency in the way resources are shared and utilized across the nation.

The Commission commenced on the development of an integrated data management system whose objective is to
dqvelop an integrated centrally managed data portal that will capture data from all sources to help stakeholders make
data-driven policy, investment and sustainable development decisions in Kenya especially at the county government
level. Specifically, the project seeks to create a one-stop source of financial, investment, policy and development data
to jnform major economic designs.

Toloperationalize the program, a steering committee consisting of Economic Affairs, ICT, Legal and Fiscal Affairs Com-
migsions was set up to steer the development of the portal. The development of the database is ongoing.

1.2 Framework for vertical sharing of revenues in Kenya

To build sound economic thinking and scientific evidence, to underpin recommendations for additional transfers to
counties, the Commission produced a policy paper on conditional grants which mainly focused on issues and policy
optlons for Kenya

1.3 Collaboration with other institutions

The Commission signed a Memorandum of Understanding between with the National Institute of Public Finance and
Policy for partnership and cooperation.

G. Legal Matters
The|Commission undertook the following activities during the financial year under review:
g I Revenue Bills and Draft Regulations

In executing its constitutional mandate per Article 205, which requires that the Commission gives recommendations on
any Bill containing provisions dealing with the sharing of revenue, or any financial matter concerning county govern-
ments, the following Bills and regulations were reviewed and recommendations forwarded:

a) The Public Finance Management (Amendment) Bill, 2017
b) The Public Participation Bill, 2019
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c) The County Licensing (Uniform Procedures) Bill, 2019

d) Conflict of Interest Bill, 2019 ¢
e) Public Finance Management (Amendment) Bill, 2019

f)  Public Finance Management (Amendment) Bill, 2020

g) Public Finance Management (National Toll Fund) Regulations, 2020

h) The Public Finance Management (Amendment) Bill (National Assembly Bill no. 48 of 2019)

i) Tax Laws (Amendment) Bill, 2020

i) Equalization Fund Bill, 2019

k) Gaming Bill, 2019

I) Pandemic Response Management Bill, 2020

m) The Public Finance Management (Equalization Fund) Regulations, 2020

12 Capacity Building Forums for County Assembly Members

The Commission conducted capacity building forums on OSR model laws with support from the PFMR program for
Central and Nairobi regions. The training targeted county assembly members of Finance and Budget committees.

1.3. Legal Advisories
The Commission developed various advisories on the Commission mandate to:

a) Transfer of functions by Nairobi City County: the Commission prepared an advisory to the on the legality of the
transfer.

b) Review of the BBI steering Committee Report and its impact on the Commission

1.4. Management of Commission Court Cases

The Commission in the review period prepared submissions, affidavits and briefed both the Attorney General’s office
and outsourced counsel on litigation in court making sure that the Commission was well represented in court. Such
cases included:

a. Cases challenging the census report by Mandera county and north frontier leaders,
b. High Court Petition No. 103 of 2020 in Garissa,

c. Supreme Court Advisory Opinion on division of revenue, among others.

Additionally, the Commission played an active role in the development of a framework to implement the court judge-
ment in Council of Governors —vs- AG & 2 others Constitutional Petition No. 272 of 2016 on the Equalization Fund.

1.5. Technical Support

The Commission continued to offer technical support in development or review of the various MoUs and contracts as
entered by the Commission during the period under review e.g. medical insurance contract for commissioners and
staff.

H. Communication and Outreach Activities

In the period under review, the Commission carried out several activities to inform its key stakeholders including the
public of activities undertaken to fulfil its mandate.
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Meeting with Partners and various Delegations
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— courtesy CRA

Meru County Governor H.E. Kiraitu Murungi accompanied by his Deputy H. E. Titus Ntuchiu pays a
courtesy call on ORA chairperson Dr. Jane Kiringai, 9th July, 2019

he chairperson of the Constitutional Commissions and Independent Offices (CCs and 10s) held a consultative meet-
g with the Public Relations Society of Kenya led by its president Dr. Wilfred Marube @prskkenya @wmarube The
heeting aimed at identifying areas where @prskkenya can support CCs and IOs improve how they inform the public
f the work they do to support implementation of the Constitution
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— courtesy CRA

Public Relations Society of Kenya officials led by their president Dr. Wilfred Marube met CRA officials
led by its chairpersan Dr. Jane Kiringai, 11th July, 2019

The Commission met with Senator Dr. Agnes Zani to discuss the Public Finance Management Amendment Blll, 2019.
The Bill seeks to amend sections of the PFM Act to guide the development of a uniform county revenue collection

system nationwide
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courtesy CRA
Senator Agnes Zani met with CRA Commissioners and staff led by Chairperson Dr. Jane
Kiringai, 16th July, 2019

Annual Congress of CCIOs
The theme of the 8th Annual Congress was ‘Promoting Accountability and Citizens Access to Quality Public Service.’

Constitutional Commission’s and Independent Offices (CCs and I0s) Forum led by their chairperson Dr. Jane Kiringai
met with Kericho Governor H. E. Prof. Paul Chepkwony as part of preparation for the upcoming Annual Congress of
CCs and I0s to be held in Kericho County in October

- courtesy CRA

Kericho Governor Prof. Paul Chepkwony with CRA Chairperson Dr. Jane Kiringai durin preparation for
the Annual COngress for CCIOs, July 17th, 2019

CEOs of Constitutional Commissions and Independent Offices (CCs&lOs) held a planning meeting for 8th Annual
Congress of CCs & I0s
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— courtesy CRA

CEOs of Constitutional Commissions and Independent Offices (CCIOs), 20th August, 2019

Press Conference at the Start of the Annual Congress for CCIOs

— courtesy CRA

Constitutional Commissions & Independent Offices (CCIOs) group photo with Deputy President H.E. William
Ruto at the Annual Congress Held in Kericho, October 16, 2019




Archbishop (Rtd) Eliud Wabukala
shaking hands with Deputy Con-
troller of Budget Stephen Masha
with the Deputy Auditor General
Gichana at the 8th Annual Con-
gress for CCIOs 16th October,
2019

— courtesy CRA

The Deputy President follows
proceedings of Plenum 1 at the 8th
Annual Congress in Kericho County
discussing: ‘Promoting accountabil-
ity, good governance and transpar-
ency’- 16th October 2019

courtesy CRA

Delegates visiting the CRA ex-
hibition booth at the ongoing 8th
Annual Congress in Kericho, 16th
October, 2019

— courtesy CRA
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Visit to Kericho Women’s Prison

Chairperson’s of Constitutional Commissions and Independent Offices visited Kericho Women'’s Prison. They listened
to prisoners and donated beddings and diapers to the mother’s who live with their children in the prison

— courtesy CRA

Kericho Deputy Governor the late H. E. Susan Kikwai and CRA Chairperson Dr Jane Kiringai with
inmates at thé Kericho Women'’s Prison - 17th October 2019

CRA Submission to the Building Bridges Advisory Taskforce
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— courtesy CRA

Dr Jane Kiringai hands over CRA’s submission to the Building Bridges to Unity advisory task force
vice-chairman Dr| Adams Oloo, August 6, 2019
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Meeting with National Treasury CS and PS

i. Meeting CS Ukur Yatani )

The Commission paid a courtesy call on the acting National Treasury Cabinet Secretary Hon. Ukur Yattani. The CS
was briefed on the 3rd revenue sharing formula that’'s now before the Senate. The parties also discussed possible
solutions to end the current stalemate on the Division of Revenue Bill, as well as the progress report on Marginalization
policy and the Equalization Fund.

The meeting agreed on various fundamentals such as the need for an analytical based inter-agency national conver-
sation primarily focused on revenue generation in both the national and county government. Among the resolutions
from the meeting is the immediate need for a policy shift in implementation of the Equalization fund: a review of the op-
erational guidelines from project identification, composition of the project identification unit and project implementation.
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— courtesy CRA
National Treasury Cabinet Secretary Hon. Ukur Yattani receives a book from CRA Chairperson Dr. Jane
Kiringai, looking on are Commissioners Kishanto ole Suuji, Fouzia Abdikadir and CEO George Ooko,
9th August, 2019

ii. Meeting PS Dr Julius Monzi Muia

The Commission paid a courtesy call on the Treasury Principal Secretary Dr Julius Monzi Muia. Led by the Chairperson
Dr Jane Kiringai, they discussed ways of forging accelerated working relationship based on partnership arrangement.
During the meeting, the Commission briefed the PS on the proposed 3rd revenue generation formula that’s currently
before the Senate, the marginalization policy, Equalization fund status, Creditworthiness initiative with counties and
financing of big cities https:/twitter.com/KeTreasury

- *_‘t" —
— courtesy CRA
Treasury Principal Secretary Dr Julius Monzi Muia shaking hands with CRA Chairperson Dr Jane Kiringai during a

courtesy call to the PS’s Office, 9th August, 2019
()
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Mediation

CRA and the OCoB have today mediated an agreement between the Elgeyo Marakwet County Executive and Assem-
bly over the approval of the county’s budgets.

'v-vvwvvvvv

— courtesy CRA

Elgeyo Marakwét sign agreement on county’s budget after mediation by the Commission and OCoB, 19"
August, 2019

Presentation at the International Conference on Fiscal Federalism, India 27" August, 2019

The Commission informed participants that there is need to give special attention to urban counties that are engines
of growth taking into account given the huge responsibility of providing urban services. “With the first consignment of
crude oil shipped this week, resource revenue sharing is a critical conversation and there is need to harmonize legis-

lation on resource Revenue sharing,” she stated
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— courtesy CRA

The Commission visited the Institute of Social Studies in Delhi, India. Prof. Arun Kumar, a senior fellow at the
Institute took the team through the economic transformation that has occurred in India since independence

he team also visited the National Institute of Urban Affairs in Delhi where they were taken through urbanisation, urban
inancing and the urban transformation mission in India.
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Meeting with the Institute of Economic Affairs

The Commission held fruitful discussions with Mr. Kwame Owino, CEO of the Institute of Economic Affairs. The dis-

cussion focused on ways of establishing a working partnership in the development of a revenue forecasting model
spearheaded by the Institute.

courtesy CRA
The Commission met with Kwame Owino of IEA Kenya on development of a revenue forecasting model, 27th
September, 2019. — courtesy CRA

Revenue Sharing Under Fiscal Stress

The discussion on revenue sharing under fiscal stress informed the development of the recommendation on division of
revenue between the national and county governments. The conversation focused on identifying the choices and op-
tions available in the division of revenue between the national and county governments during a period of fiscal stress.

(\— o

— courtesy CRA

CRA Vice Chairperson Humphrey Wattanga with Kenya National Chanbers of Commerce Chairman,
and IndustryKiprono Kittony at the conference on revenue sharing under fiscal stress, 15th November,
2019.
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arewell to Outgoing CEO

The Commission held a farewell party for the outgoing CEO Mr. George Ooko. The Commission appreciated his self-
less and dedicated service in ensuring the success and growth of Devolution and the Commission in particular.

— courtesy CRA

CRA Chairperson Dr. Jane Kiringai and commissioners Dr. Irene Asienga and Kishanto ole Suuji had over
a gift to outgoing CEO George Ooko, 13th December, 2019.

Visit from the Controller of Budget

— courtesy CRA

CRA Chairperson Dr. Jane Kiringai hands over a report to the Controller of Budget Dr. Margaret Nyakang'o - 217st
January 2020
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KEY COMMISSION INFORMATION AND MANAGEMENT

Background information

The Commission was formed by the Constitution under section 215 in December, 2010 and is represented by 8
Commissioners and a Commission Secretary who are responsible for the general policy and strategic direction
of the Commission.

Principal Activities

The Commission on Revenue Allocation’s principle mandate is to make recommendations on the basis for
equitable sharing of revenue raised nationally between the National and County Governments and among the
County Governments. Other functions of the Commission include:

a) Make recommendations concerning the financing of, and financial management, by County Govern-
ments;

b) Define and enhance revenue sources of the National and County Governments;
c) Encourage fiscal responsibility by the National and County Governments.

d) Determine, publish and regularly review a policy in which sets out the criteria by which to identify the
marginalised areas for purposes of Article 204(2);

e) Consider and make recommendations to the National Assembly and Senate on any published Bill that
includes provisions dealing with the sharing of revenue, or any financial matter concerning County Gov-

ernments.

Mission

To make reliable recommendations on equitable revenue sharing, revenue enhancement and prudent public
financial Management.

Vision

No Kenyan Left Behind.

Key Management

|

The Commission’s déy-to-day management for the said financial year was under the following team:

1. Dr. Moses Sichei Commission Secretary

2. Angela Kariuki Director Corporate Services

3. James Katule Director Fiscal Affairs

4. Sheila Yieke Director Legal

5. Joseph Kuria Director ICT

6. Lineth Oyugi Director Research

7. Dr. Naomi Mathenge Ag. Director Research & Knowledge Mngt
8. Maureen Junge Finance Manager
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Commission Headquarters

Commission on Revenue Allocation
14 Riverside Drive

Grosvenor suite 2" 39 Floor

P.O Box 1310-00200 Nairobi

Tel: (020) 4298000

Commission Contacts

Telephone: (254) (020) 4298000
E-mail: info@crakenya.org

Website: www.crakenya.org

Commission Bankers

Central Bank of Kenya
Haile Selassie Avenue
P.O. Box 60000

City Square 00200
Nairobi, Kenya

Kenya Commercial Bank

KICC Branch

Harambee Avenue

P. O. Box 46950-00100 Nairobi
Tel: (020) 29248501,

Fax: (020) 29248501,

Independent Auditors

Auditor General

Office of the Auditor General
Anniversary Towers, University Way
P.O. Box 30084

GPO 00100,

Nairobi, Kenya

Principal Legal Adviser
The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya
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Commissioners

Dr.Jane Kiringai
Chairperson

Mr. Humphrey Wattanga
Vlce Chalrperson

Prof. Edward Oyugi
Commissioner
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Dr Kmngal is a seasoned economlst W|th expenence spanmng
over twenty years. She started her career as an economist in
the Ministry of Finance determining the aggregate budget frame-
work and ministerial and sectoral budget ceilings.

-
|
|
|
|
|
|
|
|
|
|
|
\

Before joining CRA she worked as a senior Economist with the | |
World Bank covering a broad range of economic development |
issues, including macroeconomic analysis and forecasting, pub- |
lic expenditure management and fiscal decentralization. She}
has also worked with other development institutions mcludmg ‘

Department for International Development (DFID), the Europe-
an Commission Delegation, and as a Policy Analyst with Ken-
ya’s Policy think tank, Kenya Institute for Public Policy Research

and Analysis (KIPPRA).

Dr. Kiringai holds a PhD in Economics from University of Not-
tingham, UK, a Masters in Development Economics from Wil-

liams College, US, a Bachelor of Philosophy in Economics and |
a Bachelor of Science in Mathematics and Computer Science |

both from University of Nairobi.

|
|
{
|
|
|
\

Mr. Humphrey Wattanga holds a Masters in Business Adminis- | ;
tration from the Wharton School of Finance, USA, and a Bach- |
elor’s degree in Biochemistry (cum laude) from Harvard Unlver-

sity, USA.

He has over 15 years’ global experience serving as a business
development, corporate finance and transaction advisor to pri- |
vate equity entities, private sector companies, development f|-

nance institutions, governments and public organisations.

He is a Peer Review member of Grand Challenges Canada; a |
member of the Brookings Institution’s review panel on the poten- |
tial and limitations of Social Impact Bonds; and an integral party |
in the conceptualization, structuring and rollout of the M-Akiba |

platform, the world’s first mobile-only government bond.

Professor Edward Akong’o Oyugi holds a PhD in Psychology;
and Paedagogy from the University of Cologne, Germany and |
post-doctoral training from University of Cologne, Germany and |

University of Bayreuth, Germany.

He has held senior academic and research positions in sever- |

al universities such as Kenyatta University, Bayreuth University |
(Germany), University of Heidelberg, (Germany), United States |

International University, Kenya and Tangaza College, Kenya.

He has been a member of the National Economic and Social 3
Council and the Task Force on Devolution. He was also the ex- |

ecutive Director of Social Development Network (SODNET)

several years.

for |

Professor Oyugi has published extensively and written several |
books, articles, book chapters, and papers on diverse subjects. |
He has received several awards including Otto Benecke Foun- |
dation Award (1980) and Hellmann/Hammett Award of the Fund

for Free Expression, New York (1992).
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Mr. Kishanto Suuiji
Commi_ssioner

Dr. Irene Asienga
Commissioner

Mr. Peter Gachuba
Commissioner

Mr. Kishanto ole Suuji has over twenty seven years’ experience
in public service and the financial sector.

Prior to joining the Commission on Revenue Allocation, Mr. Suuiji
worked as a Director at Kenya School of Monetary Studies, Cen-
tral Bank of Kenya, where he rose through the ranks in various
departments of the bank. Under this capacity, he was in charge
of the Finance and Administration Department.

He holds an MBA from Jomo Kenyatta University of Agriculture
and Technology (JKUAT) and a B.A. in Economics and Govern-
ment from University of Nairobi.

Dr. Irene Koech Asienga has over 15 years’ exberience in re-
search, teaching and administration.

Prior to joining the Commission on Revenue Allocation, Dr. Asien-
ga worked as a Senior Lecturer and Director of Kabarak Univer-
sity, Nairobi Campus. Under this capacity, she was responsible
for mentoring, teaching, grading and supervising students. She
was also involved in preparation and implementation of the cam-
pus strategic plan, coordination of academic programs, super-
vision of teaching and non-teaching staff, academic advising,
marketing the campus programs, drawing up annual reports for
the campus and preparation of annual estimates of income and
expenditure. She is a former Dean, Business School and Head
of Commerce Department at the same university.

She holds a doctorate degree in Economics from the University
of Strathclyde, Scotland, UK; a Master of Arts in Economics from
the University of Malawi and a Bachelor of Arts in Economics
from the University of Nairobi.

She has interests in public finance, environmental, agricultural
and development economics and has published widely in peer

Mr. Peter Gachuba is an Investment Banker with over 20 years
of Investment Banking and Private Equity experience. Prior to
joining CRA, Mr. Gachuba worked as the Managing Partner of
Strategic Africa Fund, Strategic Africa Advisors from 2012 to
2016 and as the Managing Partner of AfriCap Fund, a special-
ized Private Equity Fund based in Johannesburg, South Africa
from 2004 to 2010.

Mr. Gachuba has also worked for Kestrel Capital, Cooperative
Bank of Kenya, Acacia Fund Limited, CDC Capital Partners,
KPMG and Loita Capital Partners. He has also served as a Non-
Executive Director in many boards including Faulu Microfinance
Bank, Equity Bank Limited, and has worked in USA, South Afri-
ca, Mozambique, Malawi, Uganda and Tanzania.

He holds an Accounting and a Master’s Degree in Internation-
al Business from Southern New Hampshire University in New
Hampshire, USA.
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Prof. Peter Kimuyu

Commissioner

X

Dr. Julius Muia
PS Treasury/
Commissioner

Ms. Fouzia Abdikadir

Commissioner

&
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Professor Peter Kiko Kimuyu holds a PhD in Energy Economics

from University of Nairobi, a M.Sc. in Energy Economics from
University of Surrey, UK, an M.A. in Economics from University
of Nairobi, and a B. Ed. in Economics and Mathematics from 3

University of Nairobi.

He is the founder director of the School of Economics in the Uni-
versity of Nairobi and former Executive Director of the Institute |

of Policy Analysis and Research.

He has held board-level appointments with the Export Promo-
tion Council, Privatization Commission and KCB Group. He is a
trustee with Africa International University, Technical Advisor to |
Scott Christian University and a lapsed member of the New York

Academy of Sciences.

Professor Kimuyu has published extensively and written several
books, articles, book chapters, and papers on diverse develop-
ment issues.

Ms. Fouzia has over 10 years’ experience in financial manage-
ment. Prior to joining the Commission on Revenue Allocation,

she worked as a finance manager.

She holds a Postgraduate Diploma in Portfolio Management
and Investment Analysis from the London School of Commerce,

U.K. and a Bachelor of Commerce-Finance from Jomo Kenyatta
University of Agriculture and Technology (JKUAT). She is cur-
rently undertaking an MBA from the University of Wales Institute,
Cardiff. She also has certification in civic leadership from Tulane |

University (USA).

Commissioner Fouzia is a Mandela fellow (Young African Lead-
ership Initiative, 2014) and she has also published on the chal-
lenges of the girl child in Africa education in the Hunger Report

by Bread for the World.

Dr. Julius Muia is the Principal Secretary at The National Trea-
sury. Prior to this, he was the Principal Secretary at the State
Department for Planning — The National Treasury and Planning.
Before his appointment as PS Planning, he was the Director
General, Vision 2030 Delivery Secretariat which operated under
the Office of the President, Republic of Kenya to facilitate the
implementation of Vision 2030.

Between April 2008 and October 2016, Dr. Muia served as the
Secretary, National Economic and Social Council, Office of the
President. This is a top advisory government think tank whose
flagship project was formulating Vision 2030.

An alumnus of the University of Nairobi’'s School of Business,
Dr Julius Muia graduated with a First Class Honours Degree
in Accounting; Masters Degree and PhD in Finance from the
same university. His professional qualifications include: Certified
Public Accountant (CPA-K); Certified Public Secretary (CPS-K),
Associate Kenya Institute of Bankers; Associate Chartered Insti-
tute of Arbitrators; and Certified Coach.
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j) Management

-

Dr Moses Sichei
Commission Secretary / CEO

|

|

|

|

|

l

|

1 Angela Kariuki
l Director Corporate Services
|
[
|
|
|
|
|
|
|
|
|
|
|
|
|

James Katule
Director Fiscal Affairs

Dr. Moses Muse Sichei holds a Ph.D. (Economics) degree

from the University of Pretoria (South Africa), MA and BA in

Economics from the University of Nairobi, Kenya. He also

holds an Associate of Kenya Institute of Bankers (AKIB) pro-

fessional qualification and a member of the Kenya Institute of

Bankers. He has over 15 years in economic policy research

and analysis, international development and post-disaster/

crisis recovery management. He has also published widely in
refereed journals and books.

Prior to joining the Commission, he worked as an Economic |
Advisor in United Nations Development Programme (UNDP)

covering Sierra Leone and Liberia and more recently Malawi

and Namibia. He also worked, among others, as a Region-

al Financial Policy Advisor at the East African Community in

Arusha (Tanzania), Director for Research and Policy at CRA,

Manager in Research and Policy department of the Central

Bank of Kenya, Lecturer of Economics at the University of

Nairobi and University of Pretoria (South Africa).

She holds a Masters in International Commercial Law (LLM)

from the University of Nottingham (UK) and a Bachelor of |
Laws (LLB) from the University of Sheffield (UK). She is an |
Advocate of the High Court of Kenya; member of the Law

Society of Kenya and the Institute of Certified Public Secre-

taries of Kenya. Mrs. Kariuki has been with the Commission

from inception for a period of six years. She has broad profes-

sional experience in the areas of human capital management,

facilities management, supply chain management, strategic
planning and corporate governance, legal compliance with re- |
gards to securities law, corporate law, policy formulation and
implementation.

She previously worked with the Capital Markets Authority for |
nine years and Kilonzo & Company Advocates for two years.

He holds a Masters of Business Administration from the East-
ern and Southern Africa Management Institute (ESAMI) and |
a Bachelor of Arts in Economics & Business Education from
Kenyatta University. He is a Certified Public Accountant and a
member of ICPAK. He has a wealth of experience in financial |
management, administration, people management and pro- |
curement gained in working for the Kenya National Trading |
Corporation, the International Centre for Insect Physiologyl
and Ecology (ICIPE), International Livestock Research Insti- |
tute (ILRI), the Africa Medical Research Foundation (AMREF) |
and most recently, Capital Markets Authority (CMA)
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She is an Advocate of the High Court of Kenya and holds an |
MBA, Finance from the United States International University |
and a Certified Public Secretary (K). In addition she is alum-
ni of the International Development Law Organization (IDLO)

and a member of the Chartered Institute of Purchasing and
Supplies (UK). She has worked with Sotik Tea and Sotik High- |

lands Tea Estates, Kenya Investment Authority and Kosgey

and Masese Co. Advocates. Internationally she has worked |
at the UN, IGAD, NORDIC and UNOPS.

A F e

Sheila Yieke
Director Legal Affailys

He holds a Master’s Degree in Business Administration, Stra-
tegic Management from the University of Nairobi and a BSc. |
Degree in Computer Science from Egerton University. He is
currently pursuing a PhD in Information Systems. l
He holds the following professional certifications: MCP, 1
MCSE, MCDBA, CISA, CEH, MCT, PMP and PRINCE2 He |
is a member of Information Systems Audit and Control Asso- |
ciation (ISACA). He has over 16 years working experience in |
both Public and Private Sector. Mr. Kuria is a leading technol- |
ogy strategist with experience spanning systems and network |
architecture, business re-engineering, data center technolo- |
gies, application development, global vendor management,
budgeting and project portfolio management. He is a strateglc w
adviser to both National and County governments of Kenya ‘
on the adoption of computer based financial and revenue |
management systems and deployment of Integrated Shared
Services across government.

Joseph Kuria
Director ICT

Lineth Oyugi holds a Masters of Arts in Economics from the
University of Nairobi and a 4th year Phd student of Economics |
at University of Nairobi. She has vast knowledge and experi- |

ence in Research having worked for the Federation of Kenya |
Employers as the Head of Research and Policy Advocacy. |
Additionally Lineth has worked with the Institute of Pollcyl
Analysis and as a Research Fellow, Macroeconomics pro- |

gramme and also with the Ministry of Finance and Ministry of |
Planning and National Development as an Economist.

Lineth Oyugi
Director Economic Affairs




Dr. Amenya. P. Nyakundi
Advisor Natural Resource

Maureen Junge
Finance Manager

Dr. Amenya Nyakundi has a distinctive knowledge in the field 1
of natural resources development, energy, and environment. |
He holds PhD in Environment Technology from JKUAT, an
MA in (planning) from the University of Nairobi, a B.Sc in ge-
ology from Poona University, advanced certificate in Geother-
mal Energy- University of Pisa (Italy), Certificate of Corporate |
Governance (KIM), Certificate in Strategic leadership Devel-
opment (Kenya School of Governance) and senior manage-
ment course ( Government Training Institute Mombasa).

Dr. Nyakundi previously worked in the office of the former
Prime Minister (Coordinating Inter-Ministerial Energy and En-
vironment projects).He also worked in the Ministry of Energy
for over Twenty Five (25) years and has extensive experience
in energy project planning, development and management.

Ms. Junge has extensive work experience in public finance
with emphasis on budgeting, financial management, financial
analysis and reporting. She is a Certified Secretary, Certified
Accountant and a member of the Institute of Certified Public
Accountants of Kenya (ICPAK) and Association of Women Ac-
countants of Kenya (AWAK). She holds a Masters of Science |
degree and a B.Com (Finance) from the University of Nairobi.

As the inaugural manager incharge of finance, Ms. Junge |
was instrumental in setting up the finance department at the
Commission including aligning all financial management and
reporting systems and policies. |
She previously worked with Kenya Investment Authority, Afri-
ca Investment Bank (AlG) and Reliance General Limited.
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Reviewed
Strategic Plan
2016/17 —
2021/22

ICT systems
recommended
to the county
government

Upgraded secu-
rity syste

Annual mainte-
nance plan and
contracts.

ERP Syste
Maintenance

Upgraded serv-
er infrastructure

Work environ-
ment and safety
survey

Employee satis-
faction surve)

Staff Car Loa
Scheme

Enhanced good
governance

Commission-
ers and Staff
trained

Reviewed Strategic plan for 5
years from 2017/18

No. of counties adopting the
recommended ICT systems in
county governments

Unified endpoint enterprise
security appliance

Preventive maintenance
reports

Maintenance reports

Established Terms of Ref-
erences, tools and survey
report.

Report on employee satisfac-
tion survey

Implemented Staff Car Loan
Scheme

Reviewed internal and exter-
nal communication strategy

No. of Commissioners and
staff trained

Enhanced work- No. of Team buildings con-

place bonding

Replacement of
motor vehicles

ducted

No. of vehicles

. “‘REVIEW OF CRA'S PERFORMANCE FOR FY 2019/2020

2017/18 2018/19

30 10
1 E
4 4
2 2

1
1 -

40 40
1 &
- 3

2019/20

25

2017/18 2018/19 2019/20

31 9 7/
1 g .
4 4 4
2 2 2
- - 1
1 - -
23 16 16
1 . .
: 2) 1
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2017/18 2018/19 2019/20 2017/18 2018/19 2019/20

No. of Recommendation on

Revenue eq- . -
uitably shared basis for revenue sharing
between Nation- between national and county 1 1 1 1 1 1
al and County governments -
Governments
No. of Bills Reviewed (DORB
Revenue & CARB) 2 2 2 2 2 2
shared equi-
tably among
county govern-  No. of Recommendation on 1 1
ments the basis for revenue sharing - - (FY20/21- - - (Fy20/21-
among county governments FY24/25) FY24/25)
Publicize Rec-  Conducted Public participa- : ) 1 A o 1
ommendation  tion on 3" Basis formula
on equitable
sharing of Rev-
enue between  No. of reports developed on:
the National and
County govern- 1. Popular Version
ments and the
3rd basis formu- 2. Technical / Background N . 2 : = 2
la for Revenue Report
sharing among
county govts. ;
No. of Recommendation in-
corporated in Vertical share : 5 1 : < 1
Financing of
cities and urban
areas

No. of Recommendation
incorporated in the Budget - - 1 - - 1
Policy Statement

Framework on
benefit sharing
from natural

No. of Recommendation on
benefit sharing incorporated - - 1l - - 1
in the Vertical share

[ .

resources.

No. of Research papers on

the impact assessment of the - - 1 - - -
Socio Eco- Covid-19 pandemic

nomic impact

assessment of

the Covid-19 No. of county finance Bills

pandemic reviewed on the impact of o i 47 4 X 47
COVID-19 on Revenue
streams in the Counties
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2017/18 2018/19 2019/20 2017/18 2018/19 2019/20

Framework
for recurrent
expenditure Annual recommendation on 1 1 1 1 1 1
budget|ceilings recurrent budget ceiling

for county gov-

47 47 47 47
: ADPs, ADPs, 47ADPs, ADPs, ADPs, 47 ADPs,
Feviogd Plans 47 47 47County 47 47 47 County

and Budgets No. of ADPs, County Budgets

and CFSPS reviewed. County County Budgets County County Budgets

Budgets Budgets and47  Budgets Budgets and 35

and 47 and 47 CFSPs and11 and17 CFSPs
CFSPs CFSPs CFSPs CFSPs
No. of CBEFs established - 47 - - 45 -
Establis+ed Monitor effectiveness of 47
CBEF CBEFs and their strength- " ; 47 A 3 15
ening from Northern frontier
counties
No. of Capacity building train-
ings of the county govern- 1 1 1 1 1 -
Adatabase on  ment on natural resources
Natural Re- )
sources No. of Recommendation Re-
ports on rev enue enhance- - 1 1 - - -
ment from Natural resources
No. of Finance bills reviewed 47 47 47 32 32 30
No. of counties mapped to
establish the Revenue Data- 47 47 - 47 5 -
base

Enhanced reve- No. of published uniform
nue sources training curriculum on County - - 1- - - -
Own Sources of Revenue.

MCAs trained on County

Own Sources Revenue in 5

Regional Clusters each with 500 . £ 300
100 members.

County Comprehensive Per-
formance Expenditure Review 1 - - 1 = -
Report

Framewo

developed for Disseminate 1 Fiscal Re-

sponsibility Report with a

procstssing PFM' Criteria for determining Fiscal . g : ; 5 5
e responsibility
No. of Policy Recommenda- 4 1
tions on Fiscal Responsibility . . )
No. of Policies on financing
Financh and financial management 3 3 3 2 2 2,
Hane developed
Recommandation on Reve-
of county nue Management System - - 1 - - 1
government (RMS)
mechanisms ; :
No. Of counties piloted under
Mepicped the County Creditworthiness - - 9 - - 9
Initiative

Trained Mem-
bers of the
County Assem-
bly on Own
source revenue
policy and la

MCAs trained on County

Own Sources Revenue in 5 i 500
Regional Clusters each with

100 members

g = 300




Marginalization
Lab Established

Report on
implementation
of 2nd policy
identifying mar-
ginalised areas

Master Plan on
de-marginaliza-
tion of commu-
nities

Conceptualize
impact assess-
ment of Equal-
ization Fund

Structured en-
gagement with
stakeholders

Equalization
Fund Board
framework
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Annual Report on status of
marginalization in Kenya

Monitor implementation of the
2nd policy identifying margin-
alised areas

Baseline report on each coun-
ty’s development status

Implementation status report
on 1st policy on marginalised
areas.

Consultancy on Geograph-
ical Information System
(GIS) mapping of all projects
implemented in marginalised
areas.

Report on impact assessment
of Equalization Fund

No. of stakeholder engage-
ment meetings

Draft Equalization Fund
Board Framework

2017/18 2018/19

STATEMENTS

2019/20

100%

2017/18 2018/19 2019/20

Draft
Report

’1}
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IIL.CORPORATE GOVERNANCE STATEMENT

The Commission undertakes the responsibility of ensuring that it is accountable to the public and its various stakehold-
ers. It seeks to embrace corporate governance through creation of the right corporate culture and values.

The Commission has adopted the highest standards and applies strict rules of conduct, based on best corporate prac-
tices befitting an independent and a public institution. In addition to foundation of good governance the Commission
has embraced its core values of Excellence, Inclusiveness, Integrity, Equity and objectivity in guiding its decisions and
ode of operation. Among|the principles that the Commission subscribes to in upholding the Commission’s corporate
overnance practices include but are not limited to:

1. To observe high standards of ethical and moral behavior
To act in the best interests of the Commission

2

3. To exercise fairness and equity to stakeholders

4. To recognize the legitimate interests of all stakeholders
5

To ensure that the Commission acts as a good corporate citizen.

Responsibilities/Role of the Commission

The Commission has been set up under Article 215 of the Constitution with the primary mandate to make recommen-
dations concerning the basis for the equitable sharing of revenue raised by the National Government. The Commission
has adopted the doctrine of collective responsibility in decision making.

Appointment and Composition of the Commission

Article 215 (2) of the Constitution of Kenya 2010 prescribes that the number of Commissioners which constitute the
whple Commission shall comprise:

A chairperson, who shall be nominated by the President and approved by the National Assembly;

Two persons nominated by the political parties represented in the National Assembly according to their pro-
portion of members in the Assembly; (shall not be members of Parliament).

Five persons nominated by the political parties represented in the Senate according to their proportion of
members in the Senate; and

The Principal Secretary in the Ministry responsible for finance.

issioners of the Commission are appointed for a period of six years and are not eligible for reappointment, un-
less they are ex officio and a member of the Commission is allowed to serve on a part time basis.

The Commissioners are State Officers and their remuneration and benefits are set out by the Salaries and Remuner-
ation|Commission.

During the period under review, the Commission held five (5) Full Commission Meetings.

are collectively responsible for ensuring that the Committee performs their duties in line with the Terms of Reference.

The Cammission Committees are as follows:

1. Fipance and Administration Committee provides the policy framework on support to the Commission in the areas
of} finance, procurement, human resource, ICT, legal and communication.




2. Division of Revenue and Allocation Committee guides the development of recommendations on division of reve-
nue between the two levels of government and among County Governments.

3. Public Financial Management Committee guides the preparing of recommendations on financing of and financial
management of County Governments and recommendations that encourage fiscal responsibility.

4. Revenue Enhancement Committee steers the Commission’s recommendation that define and enhance revenue
sources of both National and County Governments.

5. Stakeholder Management and Marginalization Committee deals with determination of the marginalization poli-
cies. In addition the committee serves as a link between the Commission and its stakeholders.

6. Audit, Corporate Governance and Risk Management Committee provides oversight on Corporate Governance,
Risk Management and Internal Control Processes of the Commission.

Commission Performance and Code of Conduct

Training of Commissioners and Staff in various aspects and in particular corporate governance is an ongoing process
outlined in a robust and comprehensive training plan approved by the Commission. At the outset new Commissioners
are taken through an induction program to assist them understand the legislative framework, governance, nature and
operations of the business of the Commission amongst others.

In the spirit of good corporate governance, the Commissioners are required to disclose at the beginning of each Full
Commission and Committee Meetings any conflicts of interests and also conflicts of interests in relation to agenda
items.

The Commission has developed and implements a Code of Conduct and Ethics which the Commissioners and Staff
subscribe ensuring smooth effective operations in the best interest of the Commission and in accordance to corporate
governance standards.
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IV. CORPORATE SOCIAL RESPONSIBILITY STATEMENT/SUSTAINABILITY REPORTING.

a) Sustainability Strategy And Profile

The Commission was established under Article 215 with its functions spelled out in Article 216. The Commission
espouses the principles relating to public finance, bill of rights, national values as well as principles of good gover-
nance, to an extent that they apply to Public Financial Management(PFM). The Commission plays a significant role

in promoting and advancing accountability, development, service delivery and equity through its activities and policy
recommendations.

The Commission on Revenue Allocation was established to provide an objective and independent framework for equi-
table sharing of revenue raised by national government. The resources are allocated as follows:

1. Between the national and county governments

2. Among county governments.

The Commission successfully developed the first, second and third basis formula hence support the devolution aspect
in Kenya which is a model for developing countries. It has since overseen growth in terms of developments in the
remote parts of Kenya through disbursement of resources from the national government to the counties. Therefore,
power and authority is vested in the hands of Kenyans out there in the villages in this process of self - determination.

b) Environmental Performance

Environmental performance at the Commission is guided by the Environmetal Management and Coordination Act,
which informed the establishment of National Environmental Management Authority whose mandate is to support In-

stitutions on environmental matters. CRA as an independent Commission complies with this Act and supports NEMA
in meeting its core mandate.

) Employee Welfare

he Commission on Revenue Allocation values its employees and has initiated various programs to enhance this
spect. To this end, employee growth and development is key and is effected through continuous training and develop-
ent through short courses and membership to professional bodies such as IHRM, ICPAK, KISM, LSK among others.

areer pathing and mentorship is another critical aspect whereby employees are taken through career talks and men-
tqrship by their seniors. Furthermore, scholarships and training grants on short courses are encouraged for employees
t

apply and approval given by the Commission. It exposes employees to best practices and therefore builds their
careers and be competitive in contemporary labour market within Kenya and beyond.

future. Furthermore, surveys are carried out on performance indices that shows the overall growth of the Coun-
terms of population, land size, among other parameters of resource allocation.

ition, as part of national efforts by the government in combat this pandemic, the Commission together with other
itutional Commissions and Independent Offices (CCIOs) contributed financially towards the Covid19 emergency
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V. REPORT OF THE COMMISSIONERS

The Public Finance Management Act 2012 requires the Commission to prepare financial statements for each financial
year, which includes a Statement of Financial Position showing in details assets and liabilities of the Commission, a
Statement of Financial Performance, and such other Statements that the Commissioners may deem necessary. CRA
Act (22) requires the Commission to ensure that proper books are kept recording all the property, undertakings, funds,
activities, contracts, transactions and other business of the Commission. The Commissioners are also responsible for
safeguarding assets of the Commission.

The Commissioners accept responsibility for the annual financial statements, which have been prepared using appro-
priate accounting policies supported by reasonable and prudent judgments and estimates, in conformity with generally
accepted accounting practice and in the manner required by the CRA Act. The Commissioners are of the opinion that
the financial statements give a true and fair view of the state of financial affairs of the Commission and of its operating
results. The Commissioners further accept responsibility for maintenance of accounting records which may be relied
upon in the preparation of the financial statements, as well as adequate systems of internal financial control.

Nothing has come to the attention of the Commissioners to indicate that the Commission will not remain as a going
concern for at least the next 12 months from the date of this statement.

Principal activities

The Commission on Revenue Allocation’s principle mandate is to make recommendations on the basis for equitable
sharing of revenue raised nationally between the National and County Governments and among the County Govern-
ments. Other functions of the Commission include:

a) Make recommendations concerning the financing of, and financial management, by County Governments;

b) Define and enhance revenue sources of the National and County Governments;

c) Encourage fiscal responsibility by the National and County Governments.

d) Determine, publish and regularly review a policy in which sets out the criteria by which to identify the marginal-

ised areas for purposes of Article 204(2);

e) Consider and make recommendations to the National Assembly and Senate on any published Bill that includes
provisions dealing with the sharing of revenue, or any financial matter concerning County Governments.

Mission
To make reliable recommendations on equitable revenue sharing, revenue enhancement and prudent public financial
Management.

Vision
No Kenyan Left behind

Results
The results of the Commission for the year ended June 30, 2020 are set out on page 1to 17.

Commissioners
The members of the Commission who served during the year are shown from page v-ix In accordance with CRA’s act.

Auditors

The Auditor General is responsible for the statutory audit of the Commission in accordance with Section 81(4a) of the
Public Finance Management Act, 2012 and Section 35 of the Public Audit Act, 2015.

By Order of the Commission

Dr. Jane Kiringai
CHAIRPERSON
Date 17 /09 /2020
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VI. STATEMENT OF COMMISSIONERS’ RESPONSIBILITIES

Section 81 of the Public Finance Management Act, 2012 requires the Accounting Officer to prepare financial state-
ments in respect of that Commission, which give a true and fair view of the state of affairs of the Commission at the
end of the financial year/period and the operating results of the Commission for that year/period. The Commissioners
are also required to ensure that the Commission keeps proper accounting records which disclose with reasonable ac-
curacy the financial position of the Commission. The Commissioners are also responsible for safeguarding the assets
of the Commission.

The Commissioners are responsible for the preparation and presentation of the Commission’s financial statements,
which give a true and fair view of the state of affairs of the Commission for and as at the end of the financial year
(period) ended on June 30, 2020. This responsibility includes: (i) maintaining adequate financial management
arrangements and ensuring that these continue to be effective throughout the reporting period; (i) maintaining proper
accounting records, which disclose with reasonable accuracy at any time the financial position of the Commission;
(i) designing, implementing and maintaining internal controls relevant to the preparation and fair presentation of
the financial statements, and ensuring that they are free from material misstatements, whether due to error or fraud;
iv) safeguarding the assets of the Commission; (v) selecting and applying appropriate accounting policies; and (vi)
aking accounting estimates that are reasonable in the circumstances.

he Commissioners accept responsibility for the Commission’s financial statements, which have been prepared
sing appropriate accounting policies supported by reasonable and prudent judgements and estimates, in conformity
ith International Public Sector Accounting Standards (IPSAS), and in the manner required by the PFM Act and the
ommission’s Act. The Commissioners are of the opinion that the Commission’s financial statements give a true
d fair view of the state of Commission’s transactions during the financial year ended June 30, 2020 and of the
ommission’s financial position as at that date. The Commissioners further confirm the completeness of the accounting
récords maintained for the Commission, which have been relied upon in the preparation of the Commission’s financial
statements as well as the adequacy of the systems of internal financial control.

Nbthing has come to the attention of the Commissioners to indicate that the Commission will not remain a going concern
for at least the next 12 months from the date of this statement.

Approval of the financial statements

The Commission’s financial statements were approved by the Commission on 17" September 2020 and signed on its

Dr. Jane Kiringai Dr. Moses Sichei

CHAIRPERSON COMMISSION SECRETARY / CEO
Date 17 /09 /2020 Date 17 /09 /2020
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Enhanvimg Accountalility

REPORT OF THE AUDITOR-GENERAL ON COMMISSION ON REVENUE
ALLOCATION FOR THE YEAR ENDED 30 JUNE, 2020

REPORT ON THE FINANCIAL STATEMENTS

Opinion

| have audited the accompanying financial statements of Commission on Revenue
Allocation 'set out on page 1 to 18, which comprise the statement of financial position as
at 30 Juna, 2020, and the statement of financial performance, statement of changes in
net assets, statement of cash flows and the statement of comparison of budget and actual
amounts for the year then ended, and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. | have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

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

~ Basis for Opinion

\

- The audit was conducted in accordance with the International Standards of Supreme
- Audit Institutions (ISSAIls). | am independent of the Commission on Revenue Allocation
- Management in accordance with ISSAI 130 on Code of Ethics. | have fulfilled other ethical
' responsibilities in accordance with ISSAI and in accordance with other ethical
~ requirements applicable to performing audits of financial statements in Kenya. | believe
\ that the audit evidence, | have obtained is sufficient and appropriate to provide a basis
for my opinion

\

‘Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. There were no key audit matters to

report in the year under review.
|
“\
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Other Matter
Pending Bilis

Annex Il to the financial statements shows that the Commission on Revenue Allocation
had pending bills totalling to Kshs.7,470,306 which were not settled as at 30 June, 2020.
The pending bills relates to supply of goods and services which were not settled in
2019/2020 financial year but were instead carried forward to 2020/2021 financial year.
Failure to settle bills during the year to which they relate adversely affects the provisions
of the subsequent year to which they are charged.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion

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

Repori of the Auditor General on Commission on Revemue Allocarion for the year ended 30 June, 2020




Responsibilities of Management and those Charged with Governance

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

In preparing the financial statements, Management is responsible for assessing the
Commission’s ability to continue to sustain services, disclosing, as applicable, matters
related to sustainability of services and using the applicable basis of accounting uniess
Management is aware of the intention to terminate the Commission or to cease
operations.

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

2015.

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

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

Auditor-General’s Responsibilities for the Audit

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

In addition to the audit of the financial statements , a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,

Report of the Auditor General on Commission on Revenue Allocation for the year ended 30 June, 2020
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financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

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

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

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

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

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

e Conclude on the appropriateness of the Management's use of the applicabie basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Commission's ability to continue to sustain it services. If | conclude that a
material uncertainty exists, | am required to draw attention in the auditor's report to
the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify my opinion. My conclusions are based on the audit evidence
obtained up to the date of my audit report. However, future events or conditions
may cause the Commission to cease to continue to sustain services.

Report of the Auditor General on Commission on Revenue Allocation for the year ended 30 June, 2020
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Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Commission to express an opinion on the financial

statements.

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

| communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies

in internal control that are identified during the audit.
| also provide Management with a statement that | have complied with relevant ethical

requirements regarding independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence, and

where applicable, related safeguards.

Nancy Gaﬁu%éh‘

AUDITOR-GENERAL
Nairobi

28 April, 2021

Report of the Auditor\General on Commission on Revenue Allocation for the year ended 30 June, 2020
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FOR THE YEAR ENDED 30 JUNE 2020

REVENUE

Revenue from Non-Exchange transactions

i Transfer from other Governments
Exchequer Transfers

Donor Funding

ii Transfer from Ministries

Ministry of ICT (MICT)-in kind

Revenue from Exchange Transactions

iii Sale of Goods

Other incomes

Total revenue

EXPENDITURE

Employee Benefits
Commissicner’s Expenses (Board)
Depreciation & amortization
Repairs & maintenance

General expenses

General expenses funded by A.lLA

Finance costs
Total expenses

OTHER GAINS / (LOSSES)

Gain on sale of Assets

Loss on foreign exchange transactions
Surplus before tax

Taxation

Surplus / (Deficit) for the Period
Remission to National Treasury
Unspent A.lLA

Net Surplus for the Year

The notes set out on page 6 to 17 form an integral part of the Financial Statements

Note

4.i
4.ii

4.a

4.b

© ©O© 0 N O O

-
o

14.a.
14.b.

9.a.
9.a.

2019-2020
Kshs

360,324,938
30,720,000

391,044,938

1,095
391,046,033

2019-2020
196,824,859
11,369,768
22,341,883
5,199,984
103,614,323
21,174,545

66,320
360,591,683

2019-2020
7,121,000
(360,269)
37,215,081
37,215,081
10,837,605
9,900,352
16,477,124

Restated
2018-2019

Kshs

409,530,065
12,999,457

2,367,127
424,896,649

1,950
424,898,599

2018-2019
190,406,020
18,691,080
26,791,813
7,289,386
132,806,704
8,165,642

60,720
384,211,365

2018-2020
(120,924)

40,566,310

40,566,310
10,739,359

29,826,951

Y P ¥
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AS AT 30 JUNE 2020

\

\
ASSETS
Current assets

Cash and cash equivalents

Receivables from non-exchange transactions

Non-current assets

Property, plant and equipment
Intangible assets

Mortgage Fund

Car Loan Fund

TOTAL ASSETS |

LIABILITIES [
Current liabilities

Trade and other payables from exchange transactions

TOTAL LIABILITIES

NET ASSETS

Represented by:

Reserves

Accumulated surplus

TOTAIJ NET ASSETS &\ LIABILITIES

Note

"

12.(a
& c)

13
14

15.a.
15.b.

16

2019-2020
Kshs

882,390
41,007,133

41,889,523

40,998,286
2,780,973
117,402,126
11,276,000
172,457,385
214,346,908

7,868,279
7,868,279

7,868,279

206,478,629

16,477,124
190,001,505
206,478,629

Restated
2018-2019

Kshs

6,596,525
36,516,511

43,113,037

47,372,753
1,931,632
115,527,126
1,000
164,832,411
207,945,447

17,943,942
17,943,942

17,943,942

190,001,505

29,826,951
160,174,554
190,001,505

The Financial Statements set out on pages 1 to 17 were signed on behalf of the Commission by:

Dr. Moses Sichei

COMMISSION SECRETARY/CEO

Date 17 /09 /2020

( L
N e

Maureen Junge
FINANCE MANAGER /

ICPAK No. 9883
Date 17 /09 /2020

Dr. Jane Kiringai
CHAIRPERSON

Date 17/09/2020




&S

X. STATEMENT OF CHANGES IN NET ASSETS
FOR THE YEAR ENDED 30 JUNE 2020

? 2019 - 2020 ANNUAL REPORT & FINANCIAL STATEMENTS

Balance as at 30 June 2019 190,001,505 160,174,554
Surplus / (Deficit) for the year 16,477,124 29,826,951

XIl. STATEMENT OF CASH FLOWS
FOR THE PERIOD ENDED 30 JUNE 2020

Surplus / (Deficit) from operating Activities 16,477,124 29,826,951
Depreciation and Amortization 7 22,341,883 26,791,813
(Gains) and losses on disposal of assets 14.a (7,121,000) 120,924
(Increase)/Decrease in receivables 12 (4,490,622) 386,985
Increase/(Decrease) in payables 16 (10,075,662) (3,368,037)

Increase in payments received in advance =

Purchase of property, plant, equipment and Refurbishment 13 (14,602,578) (36,843,480)
Proceeds from sale of Property, Plant & Equipment 14.a 7,121,000

Purchase of intangible assets 14 (2,214,280) -
Mortgage Fund 15.a. (1,875,000) (11,222,000)
Car Loan Fund 15.b. (11,275,000) (1,000)

(Increase)/Decrease in deposits 12.b. -

Cash and cash equivalents at 1 July 2019 i 6,596,525 904,368
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CRA
XIll. NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2020

1. General Information

The Commission on Revenue Allocation (CRA) was established under Article 215 of the Constitution of Kenya. The
Commission’s principle responsibility is to provide an objective and independent framework for equitable sharing of
nationally raised revenues. The Commission also plays a key role in ensuring that the county governments adhere to
prudent financial management principles, enhance revenues for both national and county government. Further, the
Commission plays a critical role in addressing regional disparities by proposing recommendations aimed at accelerat-
ing balanced development in the country, especially marginalised areas.

2. Statement of Compliance and basis of preparation — IPSAS 1

The Financial Statements have been prepared in accordance with and comply with International Public Sector Ac-
counting Standards (IPSAS) with particular emphasis on accrual basis under the accrual basis of accounting and
relevant legal framework of Kenya. The financial statements comply with and conform to the form of presentation
prescribed by the Public Sector Accounting Standards Board of Kenya (PSASB)

The Financial statements are presented in Kenya Shillings, which is the functional and reporting currency of the Com-
mission and all values are rounded to the nearest cent. The Accounting policies have been consistently applied to all
the years presented

The financial statements have been prepared on the basis of historical cost, except where otherwise stated in the
statement of accounting policies below. The cashflow statement is prepared using the indirect method, while the finan-
cial statements are prepared on accrual basis which recognises transactions and events whenever they are incurred.

3. Summary of Significant Accounting Policies

(i) Revenue from non-exchange transactions — IPSAS 23

Exchequer Allocations

The Commission recognizes 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, differed income is recognized instead of revenue. Other non-exchange revenues are recognized when it is
probable that the future economic benefits or service potential associated with the asset will be received by the Com-
mission and fair value of the asset can be measured reliably.

Donor Funding

The Commission received funding (A.l.A) of Kshs. 24,000,000 from UNDP and PFMR support of various activities of
the Commission.

United Nations Development Partners (UNDP)

In the reporting year, the Commission continued with implementation of activities earlier supported by UNDP up to
Kshs. 12 million. The Commission utilized Kshs. 9,172,858 being an absorption rate of 76% of the funding compared
to 74% absorption rate in FY 2018/19. The funding was in support of the Commission’s mandate inline with building
capacity of counties in public financial management. The two main outputs are highlighted below:

a) Strengthening county-level planning and public financial management (PFM) systems.

b) Strengthened citizen participation mechanisms and processes to ensure effective and equitable service de-
livery, transparent and accountable use of resources.
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Public Financial Management Reforms (PFMR)

-The Commission also received Kshs. 12,000,000 from PFMR in support of conducting training of MCA’s on issues of

Public Financial Refarms. The Commission utilised 9 Kshs. 9,760,605 being an absorption rate of 81% was realized.

(i) Revenue from exchange transactions — IPSAS 9
Sale of Newspapers

Revenue from the sale of goods is recognized when the significant risks and rewards of ownership have been trans-
ferred to the buyer, usually on delivery of goods and when the amount of revenue can be measured reliably, and it is
probable that the economic benefits or service potential associated with the transaction will flow to the Commission.

(iii) Non-Current Assets
Property, Plant and Equipment — IPSAS 17

All property Plant and equipment are stated at cost less accumulated depreciation and impairment losses. Cost in-
cludes expenditure that is directly attributable to the acquisition of the items. When significant parts of the property,
plant and equipment are required to be replaced at intervals, the Commission recognizes such parts as individual
assets with specific useful lives and depreciates them accordingly. Likewise, when a major inspection is performed,
its cost is recognised in the carrying amount of the asset as a replacement if the recognition criteria are satisfied.
Depreciation is calculated on the cost of the fixed assets on a straight-line basis at annual rates estimated to write off
these assets over their expected useful life. Additionally, depreciation on assets disposed during the financial year is
calculated up to the month of disposal.

It is the Commission’s pélicy to charge full depreciation on all its non-current assets in the year of purchase if the ac-
quisition was done in the!first half year.

Mortgage and Car Loan Fund Accounts

The approved mortgage and Car Loan schemes set up by the Commission are classified as restricted cash since their
utilisation goes beyond one year after the balance sheet date. The schemes are mainly set up to facilitate members of
staff to benefit from Government/Commission funded loans by accessing affordable mortgage facilities and Acquisition
of motor vehicles. The schemes draw strength from the SRC’s circular Ref No. SRC/ADM/CIR/1/13. 1l (128) dated 17"
December 2014 and CRA's internal rules and regulations.

(iv) Intangible Assets — IPSAS 31

ntangible assets acquired separately are initially recognised at cost. The cost of intangible assets acquired in a
on-exchange transaction is their fair value at the date of the exchange. Following initial recognition, intangible assets
re carried at cost less any accumulated amortization and accumulated impairment losses.

(v) Annual Depreciation & Amortization rates
A straight-line method of depreciation was applicable to all Commission’s assets.
Motor Vehicle 25%
Furniture & Fittings 12.5%
Office Equipment and Accessories 30%
Computers & Printers 30%

Software (Intangible assets) 33%
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(vi) Provisions — IPSAS 19

Provisions are recognised when the Commission has a present obligation as a result 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 be made of the amount of obligation.

(vii) Employee Benefits — IPSAS 2

Retirement Benefit Plans

The Commission operates a private retirement benefit scheme with Jubilee Insurance and administered by ICEA for
all its permanent and pensionable employees. Further An amount equivalent to 20% and 31 % of basic is set aside as
pension and gratuity for all permanent and contractual employees respectively.

Additionally, all the employees are members of the statutory National Social Security Fund (NSSF)

The Commission’s contribution towards employee pension and staff gratuity for those on contract are charged to the
statement of financial performance in the year to which the employees rendered the services to the Commission.

(viii) Related parties — IPSAS 20

The Commission regards a related party as a person or an Authority with the ability to exert control individually or joint-
ly, or to exercise significant influence over the Commission or vice versa. Members of key management are regarded
as related parties and comprise the Commissioners, Commission Secretary and directors.

(ix) Public Sector Combinations — IPSAS 40

The standard which has been applicable since January 2019 covers public sector combinations arising from exchange
transactions in which case they are treated similarly with IFRS 3(applicable to acquisitions only). Business combina-
tions and combinations arising from non-exchange transactions are covered purely under Public Sector combinations
as amalgamations. The standard is not relevant to the Commission.

(x) Financial Instruments — IPSAS 41

This standard is applicable from 1st January 2022. Its objective is to establish principles for the financial reporting of
financial assets and liabilities that will present relevant and useful information to users of financial statements for their
assessment of the amounts, timing and uncertainty of an entity’s future cash flows.

IPSAS 41 provides users of financial statements with more useful information than IPSAS 29, by:

+ Applying a single classification and measurement model for financial assets that considers the characteristics of
the asset’s cash flows and the objective for which the asset is held;

+ Applying a single forward-looking expected credit loss model that is applicable to all financial instruments subject
to impairment testing; and

Applying an improved hedge accounting model that broadens the hedging arrangements in scope of the guidance.
The model develops a strong link between an entity’s risk management strategies and the accounting treatment for
instruments held as part of the risk management strategy.

The standard is not relevant to the Commission.

(xi) Social Benefit — IPSAS 42
Applicable: 1st January 2022

The objective of this Standard is to improve the relevance, faithful representativeness and comparability of the infor-
mation that a reporting entity provides in its financial statements about social benefits. The information provided helps
users of these financial statements and general purpose financial reports assess:
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(@)  The nature of such social benefits provided by the entity;
(b) The key features of the operation of those social benefit schemes; and
(c) The impact of such social benefits provided on the entity’s financial performance, financial position and
cash flows.

The standard is relevant to the Commission and was earlier adopted as per not 3 (vii) above

(xii) ~ Cash and Cash equivalents

For the purposes of the cash flow statements, cash and cash equivalent comprise cash in hand, cash book balance
and bank balances at the end of the period. Bank account balances include amounts held as Central bank of Kenya

at the end of financial year.

(xiii) Pending Bills
Pending bills consist of unpaid liabilities at the end of the financial year arising from contractual obligations during the
year or in the past. Such bills are accrued in the year in which they are incurred.

(xiv) Exchange Rate

The Commission received a grant of USD 48,000 from Open Society Initiative for Eastern Africa (OSIEA) meant for
setting up of the marginalization lab and facilitation of activities related to the Lab. Considering that the Commission
does not maintain a USD account, that amount of USD 48,000 was deposited into CRA’s Account at an Exchange rate
of 101 (Kshs. 4,833,815) in August 2018.

A financing agreement was not granted to the Commission leading to a refund of the said amount to OSIEA at a pre-
vailing Exchange rate of 108.

The difference in the exchange rates led to a loss of Kshs. 360,269 that had not been anticipated by the Commission.
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2019-2020 2018-2019
Kshs Kshs
4 Transfers from other Governments

(i) Operational Grant (Exchequer Transfers)
1st Quarter Exchequer 54,440,131 69,724,920
2nd Quarter Exchequer 109,335,846 91,508,700
3rd Quarter Exchequer 91,887,351 86,246,800
4th Quarter Exchequer 104,661,610 162,049,645
360,324,938 409,530,065

(i) Other Grants (Donor funding)
Open Society Initiative for Eastern Africa (OSIEA) - 4,833,815
United Nation Development Partners (UNDP) 12,000,000 8,165,642
Public Financial Management Reforms (PFMR) — in kind 12,000,000 -
Constitutional & Independent Offices (CCIO’s) 6,720,000 -
30,720,000 12,999,457
4(a) Transfer from Ministries
Ministry of ICT (MICT)-in kind - 2,367,127
- 2,367,127
4(b) Sale of Goods
Sale of Newspapers/Assets 1095 1,950
1,095 1,950
5 Employee costs ,

Basic salaries 110,528,488 106,762,293
Casual Labour 1,207,762 2,118,259
Acting Allowance 805,833 280,487
House Allowance 21,684,790 22,380,414
Special Duty 2,448,000 2,448,000
Top up for seconded staff 427,950 376,656
Responsibility Allowance 3,606,452 4,380,463
Transport Allowance 9,877,889 10,021,556
Security Allowance 720,000 720,000
Leave Allowance 1,455,001 1,425,949
Telephone Allowance 3,537,474 3,394,183
Pension contribution 19,461,285 17,743,625
Gratuity 2,769,056 2,591,946
Medical Insurance 17,119,139 14,120,719
Group Life Insurance 899,178 807,885
WIBA 276,562 833,585
196,824,859 190,406,020

AR B e B

The significant increase in staff salaries was mainly due to Annual increment which also had a direct posi-
tive effect on pension contribution.

¥ )
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Commissioner’s Expenses
Telephone Allowance

Leave Allowance

Security Allowance
Domestic Travel costs
Foreign Travel Costs
Pre-Feasibility Studies
Hospitality and Conference
Office and General Supplies
Training Expenses

Medical Insurance (Ex Gratia)
Club Membership

|

Depreciation & Amortization
Refurbishment

Furniture & Fittings

Motor Vehicle

Computer & Printers

Office Equipment

Intangible Assets

Repairs and maintenance
Routine maintenance of Motor vehicles
Routine maintenance of Assets

General expenses

Utilities Supplies -Electricity

Utilities Supplies -Water

Communication Supplies & Services

Domestic Travel costs

Foreign Travel Costs

Printing Advertising & Information

Rent Expenses

Hire of Transport

Training Expenses

Catering Services

Boards, Seminars & Conferences

Boards, Seminars & Conferences - Audit Committee
Insurance Costs ( Motor Vehicle & Plant and Machinery )

Specialised Materials & Supplies—Library resources &Uniforms.

Office & General Expenses

2019-2020
Kshs

1,480,000
400,000
7,680,000
789,400
366,468
43,800

110,100
500,000
11,369,768

6,553,689
2,395,762
8,239,500
3,232,335
555,759
1,364,839
22,341,883

4,522,425
677,559
5,199,984

2,090,948
327,648
4,527,346
7,322,092
1,735,804
4,231,270
48,566,654
1,444,983
2,971,335
2,333,988
4,488,357
117,600
1,001,753
892,458
3,373,140

2018-2019
Kshs

1,440,000
400,000
7,680,000
2,903,800
5,728,939
182,500
302,091

53,750

18,691,080

9,732,502
3,060,031
9,387,819
2,472,113
744,508
1,394,840
26,791,813

6,364,693
924,693
7,289,386

2,309,558
361,180
4,169,737
15,860,327
1,367,142
5,751,322
46,632,307
2,248,391
8,260,057
3,316,337
14,721,293
124,400
4,071,021
167,638
4,170,640



|
[
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
[
[
|
[
[
|
|
[
|
|
|
|
|
|
|
|
|
|
|
|
|

A

j) 2019 - 2020 ANNUAL REPORT & FINANCIAL STATEMENTS

MA An o s

Fuel oils and Lubricants 5,832,118 6,378,766
Security Guards 1,464,465 1,366,717
Cleaning Services 2,356,346 2,229,054
Membership fee, Dues and Subscriptions 506,620 1,292,870
Contracted Professional Services 7,565,399 1,830,082
Contracted Professional Services — Audit Fee OAG 464,000 464,000
Feasibility Study - 5,713,866

Boards, Seminars & Conferences (UNDP) 9,172,858 8,165,642
Boards, Seminars & Conferences (PFMR) 6,864,905
Boards, Seminars & Conferences (CCIO) 5,136,782

21,174,545 8,165,642

9(a) Surplus Remission/Unspent A.lLA

Refund to other Govt entities (NT) 10,837,605 10,739,359
Unspent A.1LA - OSIEA 4,833,815
Unspent A.1.LA - UNDP 2,827,142
Unspent A.l.A - PFMR 2,239,395

S LAM N

10 Finance Costs

Bank Charges 66,320 60,720
Borrowings (amortized cost)

Finance leases (amortized cost)

11 Cash and cash equivalents

CBK - 1000181281 (Recurrent A/c) - Exchequer - 4,955,002
CBK - 1000181998 (Deposit A/c) 265,902 265,902
Cash-on-hand (Petty Cash & office float) 616,487 1,375,621

12 Receivables (Current Receivables)
(a) Prepayments

Medical Insurance 10,879,857 9,139,914
Group Life 736,493 653,680
WIBA 553,125 829,687
Motor Vehicle 1,973,776 -
Plant & Machinery 137,667 227,606

i
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| e Q1 Fy20/21 1,614,477 -
\ Electricity Bill - June19 110,992 218,766
- Telephone 8,468 -
\ Internet 163 -
| Newspapers - June19 1,800 3,060
| ' Hire of Transport - June19 29,196 89,371
- ~ Bank Charges - March19 - 4,550
~ Water i 43,840
Motor Vehicle Maintenance 5,619 -

(b) Deposit

! ' Rent 21,992,532 21,992,532
v  Fuel 1,060,000 1,060,000
' \ Provision of E1line (Internet) 50,000 50,000
~ Naivas Supermarket 100,000 100,000

{
4 ~ The rent deposit refers to 6 months rent deposit and it’s inclusive of parking fees and service charge for

}  the same period. Service charge deposit was enhanced from the original lease by Kshs.3,239,210

Ny (c) Debtors
‘Salary 64,663 :
Outstanding Salary advances 1,679,000 2,055,000
Outstanding Imprest from staff - 39,200

4 (d) Credit Notes

F 14 Riverside Mngt June 19 Payment 9,306 9,306

!'.-,v‘n" :
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13 Property, Plant and Equipment

As at 30th June 2018 27,420,641 10,124,945
Additions during the year 2,367,127 118,753
Disposal (2,158,990) (42,085)
Write off

Transfer/Adjustments

As at 30th June 2019 27,628,778 10,201,613

Additions during the year (Comps
& Printers funded by PFMR)

Disposal
Write off
Transfer/Adjustments

2,895,700 20,000

100,940,669
1,399,600
(1,213,111)

101,127,158

889,800

95,386,970
32,958,000

128,344,970

(

10,797,078

19,989,002)

233,873,225
36,843,480
(3,414,186)

267,302,519
14,602,578

(19,989,002)

As at 30 June 2018 22,451,622 8,268,280
Depreciation 2,472,113 744,508
Disposals/Write off (2,158,990) (42,085)
Impairment

Transfer/adjustment

As at 30 June 2019 22,764,745 8,970,703
Depreciation 3,232,335 555,759
Disposals /Write off

Transfer/adjustment

At 30 June 2020 25,997,079 9,526,462

72,867,502
12,792,533
(1,092,187)

94,238,652
9,387,819

84,567,848 103,626,471

8,949,451

93,517,299

8,239,500

(19,989,002)

91,876,969

197,826,055
25,396,973
(3,293,262)

0
0

219,929,766
20,977,044

(19,989,002)

220,917,809

40,998,286
47,372,753

At 30 June 2020 4,527,398 695,151
At 30 June 2019 4,864,033 1,230,910

8,499,659
16,559,310

27,276,078
24,718,500

.
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June 2018
Additions
At 30 June 2019
Additions
At 30 June 2020

At 30 June 2018
Amortization

At 30 June 2019
Amortization
Impairment loss
At 30 June 2020

At 30 June 2020
At 30 June 2019

Disposal of Fixed Assets

As at 1st July 2019
Accumulated depreciation

Net Book Value At 30 June 2020
Salvage Value

Gain / (Loss on Disposal)

Loss onh Foreign exchange Transaction

Difference in Exchange Rate of USD 48,000

Mortgage Account (Restricted Cash)

At 30 June 2019

Additio

Withdrawals to Staff Car Loan Account
At 30 June 2020

Car Loan Account (Restricted Cash)
At 30 June 2019

Additions

At 30 June 2020

2019 - 2020 ANNUAL REPORT & FINANCIAL STATEMENTS

12,045,981

12,045,981
2,214,280
14,260,261

8,719,609
1,394,840
10,114,449
1,364,839

11,479,289

2,780,973
1,931,532

19,989,002
19,989,002
7,121,000
7,121,000

360,269
360,269

115,527,126
1,875,000

117,402,126

1,000
11,275,000
11,276,000

10,454,158
1,591,823
12,045,981

12,045,981

6,902,395
1,817,214
8,719,609
1,394,840

10,114,449

1,931,532
3,326,372

3,414,186
3,293,262
120,924

(120,924)

104,305,126
11,223,000
(1,000)
115,527,126

1,000
1,000

The Mortgage scheme is administered by Kenya Commercial Bank (KICC branch). The loans

to staff are issued at 4% interest rate being; 3% Administration cost and 1% earnings to the

revolving fund. Further, the Car Loan scheme is managed internally once there availability of
funds. The loans will be issued at an interest rate of 3%. The total interest accruing from fund

will be recouped back to the account.
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16. Trade and other payables

2019-20 2018-2019

Kshs Kshs

Audit Fees 928,000 1,392,000
Gratuity 2,616,618 9,239,878
Trade Payables (Suppliers Invoices-Debit Notes) 3,925,688 7,045,104
Other Staff Payables 397,973 266,959
7,868,279 17,943,941

17. Financial Risk Management

The Commission regularly reviews its risk management policies and systems to reflect changes in markets and emerg-
ing best practices. Risk management is carried out by the management under the direct supervision of the Commis-
sion (Board).

The board provides policies for overall risk management as well as policies covering specific areas such as credit risk
and liquidity risk.

(i) Credit Risk Management

Credit risk refers to the risk that a counterparty will default on its contractual obligation resulting in financial loss to the
Commission.

Credit Risk arises from bank balances, receivables and amounts due from related parties. Although this risk is unlikely
to occur in the short term, it is mitigated as follows; (a) Cash and short-term deposits are placed with well established
financial institutions of high credit standing, (b) The Commission does not raise debtors in its ordinary course of busi-
ness apart from those arising from related parties or members of staff which can easily be recovered.

Credit risk with respect to accounts receivable is limited due to the nature of the Commission’s business and its reli-
ance on government grant as the main source funding.

The amount that best describes the Commission’s exposure to credit at the end of the financial year is made up of;
a) Cash and bank balances
b) Prepayments
c) Deposits
d) Outstanding salary advances

e) Outstanding Staff travel imprests.

(ii) Liquidity Risk
Liquidity risk is the risk that the Commission will not be able to meet its financial obligations when they fall due. The

Commission manages this risk by always ensuring that it has sufficient liquidity to meet its liabilities when due, under
both normal and constrained conditions, without incurring unexpected losses.

The Commission ensures availability of sufficient cash on demand to meet expected operational expenses including
servicing of financial obligations.

The amount that best describe the Commission’s exposure to liquidity risk at the end of the financial year comprises of;
a) Trade payables
b) Accrued audit fees and

c) Accrued gratuity.

S i W

i . -~

a A

N

W U

—



"W W .

T

@ )19 020 ANNUAL REPORT

<9

Cew
t 18. Contingent liabilities /Assets
Gratuity payment for employees on contract

The Commission has made provision for accrued gratuity in its books, however the money has not been set aside but
it will be be availed in the year of payment through the Commission’s budget.

19. Comparatives

Prior year comparative information has been presented in the current financial year. The figures have however been
restated to cater for prior years adjustments. Annex IV is a detailed analysis of the restated figures.

0. Subsequent Events

There have been no events subsequent to the financial year end with significant impact on the financial statements
lor the year ended June 30, 2019.

21. Significant Judgements and Sources of information uncertainity

The preparation of the Commission’s financial statements in conformity with IPSAS requires management to make
judgments, estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabili-
ties, and the disclosure of contingent liabilities, at the end of the reporting period. However, uncertainty about these
assumptions and estimates|could result in outcomes that require a material adjustment to the carrying amount of the
asset or liability affected in future periods.

The Commission estimates accrued gratuity payable to contractual staff at end of their contract. Gratuity is based on
311% of their basic pay.

Estimates and assumptions

The Commission does not have any key assumptions concerning the future and other key sources of estimation uncer-
tajnty at the reporting date, that may have a significant risk of causing a material adjustment to the carrying amounts
oflassets and liabilities within the next financial year.

U#eful lives and residual values

The useful lives and residual values of assets are assessed using the following indicators to inform potential future use
and value from disposal:

+ The condition of the asset based on the assessment of experts employed by the Entity

+ The nature of the asset, its susceptibility and adaptability to changes in technology and processes
+ The nature of the processes in which the asset is deployed

+ Availability of funding to|replace the asset

+ Changes in the market in relation to the asset

Provisions

The Commission provides for depreciable and obsolete assets. Additional disclosure of these estimates of provisions
is included in Note 3 (v).
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Annex l. Progress on follow up of Audit recommendations 3 :
The Commission received Unqualified Audit opinion in financial year 2018/19 without any specific issue raised that y
needed the management attention. ’

N/A N/A N/A N/A N/A N/A
R
7]
L]
(|
DR. Moses Sichei Maureen K. Jﬁnge Dr. Jane Kiringai
COMMISSION SECRETARY / CEO FINANCE MANAGER / ICPAK N0.9883 CHAIRPERSON
Date 17 /09 /2020 Date 17 /09 /2020

Date 17 /09 /202
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Tel: 020-4298000
0709 822000
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0731 776666
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