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'l'hc National 'l'reasury and Planning
Eclualisation Furrcl

I;inancial Statcnrcnts
For the Finarrcial Year enclecl 30th .lune 20lt)

I. NATIONAL TRI'ASURY INFORMATION AND MANAGEMENT

(a) Ilackgr'ound Inlbrmation

l'he National Treasury r,vas established via the lixecutivc OrclerNo. 2 of Mav 2013, l'he basis firr
establishnrent o1'the National '['reasur1, is tbund in Article 225 (i) ol. the ionstitutiorr o[. Ken,n,tr
lvhich states that an Act ol' Parliarrrcnt shall provicle fbr the .rtr,t tist.,n,.,.,t. 

"i;;*;;;;
respclnsibilities of tlre Natiorral 'l'reasurl'. 'l'his has been actualizecl in Sectiop Il apd l2 of the
Public Finance Managerrrent (lrFM) Act 2012.

At Cabinet level. the National 'lreasurv is representecl by the Cabirret Secretary lor National
1'reasttry ancl Plantting. rvho is responsible lbr the general policy and strategic clirection ol. the
Ministry.

Vision

"Excellence in economic and public flnancial management, and clevelopment planning,'

Mission

""1'o provide leadership in economic ancl public financial management. and developnrcrrt planrring
fbr slrarcd growth through lormulation. inrtrrlementation ancl moiritoring ol'econonric. flnancial ancl
developnrerrt poI icies"

Core Values

'l'he National 'l'reasury is cotnntitted to providing cluality'services to all apc'l is guiclecl b1,the
fbllor'ving corc values: Custorner Focus. Rcsr.rlts Oriented. Stakeholcler participation.
Prol'essionalisrrr. Accountahilit.v-" Intcgrit;,' ancl '['ransparency ancl 'feamrvork.

Mandate ol'the National T'reasury

'['he Natiollal 'l'rcastrry derives its nrandate fi'onr Article 225 of the Constitution. l)ublic Irirrarrce
Management Act 2012 arrcl thc Exccr.rtive Orders No.2/2013 and No.l/2018. 'l'he Naticlnal
1i'easrrry rvill be exccttting its n'randate in cclnsistency rvith any other legislation as nra1,i.re
developcd or revierved b), I,arliament li.onr time to time.

'l'he core functions tlf the National 'l'reasury as derivccl frorn the above legal provisions includel
' Formulate. implemerrt and motritor nracro-economic policies involving expelditure ancl

revenuel

' Manage the level and compclsition of national public debt, rrational guarantces an<l otSer
fi nancial obligations of national governlnent:

' Fornrulate" evaluate anci pronlote ec<tnorlic and firrancial policies that facilitate sociaI a,d
econonric clevelopment in coniurlction n,ith otlrer national government entities;
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Mobilize domestic and exterrral resources fbr finartcirrg rratiottaI and cotll"lty governlrellt

br"rdgetary requ irements;
Design and prescribe arr elficient financial rnanagement system fbr the national and county
governments to ensure transparent financial managemerrt and stanclard firrancial reporting.
In consultation rvith the Accounting Standards Board, ensure that urrifornt accountiltg
standards are applied by the natiolral governntent ancl its entities;
Develop policy I'orthe establishnrent. nranagement, operatiott and winding up of public firnds:

Prepare the annual Division of Revenue Bilt and the Courrty Allocatiorr of Reverrue Billl
Strerrgthcrr l'inarrcial arrcl lrscal relatiorrs bctlveen the rlatiorlal governnrent attd coLnlty

govcrnlTlcllts arrd encoLlrage support lbr courrty goverllrnents
Assist county governnlents to develop their capacity [or elficierrt. effbctive attd trattsparent
Ijrrancial nlanagemerrt; ancl

To prepare the Natiorral Budget. execute/implernent and control approved budgetary resollrces

to MDAs and other Government agencics/entities.

Ilole of the National 'I'rcasury in thc Devolvcd S),stcnt of Governntent

'T'lre National 'freasury is nrandated by lau,t<l:-
. Strengthen financial and fiscal relations between the National Goverrrmerrt and Countl'

Covernments alld sLlpport tbr county governrrcrlts irr performing their lirnctions:
. lssue guidelines on the preparation of county developmelrt planning;
. Prepare the annual legislative proposals on intergovernmental fiscal transfers;
. Provide logistical sLrpport to intergovernmental institutions overseeing inter-goverrrrrrental

f iscal relations;

' Coordirrate the development and irnplementation of l'irrancial recovery plans for Courrty
(lovernments that are in financial distress:

. Build capacity of County (lovernnrents on public finance management matters fbr e{flcient.
cffectivc and transparent flnarrcial managenlent as well as plarrrring. nronitoring and evaluation
and;

. Adrnirrister the Equalization Fund.

(h) Kcy Managenrent

'l'he National 1-reasury' day-to-day rranagerrent is uncler the Ibllor.r,ing key oflicesl

Ol'l'icc of thc Principal Secretary

This office is responsible for the administration of tlre National Treasury operations. In addition.
the Principal Secretary is clrarged r,vith the responsibility of providing advice to the Cabinet
Secretary in order to enhance efiiciency arrcl collective resporrsibility.

I
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Organizational structurc of the National Trcasury

The Natiortal 'l'reasury is orgarrized into four (4) technical Directorates headed by Directors
Gctteral and ( I ) Adnrinistrative and Support Services Directorate headed by a Principal
Administrative Secretary. Each Director Gencral is responsible flor a l)irectorate cornprising a

cluster of Departmcnts responsible ftlr relatecl policy llnctions. 'l'hc Directorates and Departtnents
arc as Ibllows:

Directorate of Iludget, Iriscal and flconomic Af fairs

Thc Dircctoratc is headed bv a Director Gcncral" rcportirrg to the Principal Secretary. National
'l'reasury, It is organizecl into thc lbllorving five (5) Technical Departmerrts each heacled by a

Director: -
. Budget Department:
o Macro and lriscal Alfairs Department
. Financial arrd Sectoral Aflairs Department:
r Inter-Governrnental Iriscal Relations Departrncrrt
. Public Procurement Departnrcnt.

Directorate of Accounting Serviccs and Quality Assurance

l'he Directorate is headed by a Director General reporting to the Principal Secretary. National
'l'rcasury. It is organizcd into the fbllorving lbur (4) 'l'echnical Departments each headed by a

Director: -

. Covernnrerrt Accolrnting Scrviccsl

. Interrral Auclit Services Departmcnt:
r Financial Managemerlt Inlbrmation Systenrs (FMIS)
o NationaI Sr.rb-Cor"rrrty'l'reasuries.
. Governrnent Digital Paynrerrts tJrrit.

Directorate ol' Portlblio Managcmcnt

l'he Directorate is headed by a Director General. reporting to tlre Principal Secretary
organized irrto the lbllor.ving fbur (4)'l'echrrical Departnrents each headed by a Director:
. Government Investment arrd I'ublic Enterprises;
. National Assets and Liabilities Management:
. PensionsDepartrnent.
. Public Private Partnership Unit.
. Public Investment Managernent Urrit

4l['anl:,
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Directorate of Public Debt Management Office

The Directorate is headed by a Director General, reporting to the Principal Secretary
organized into the fbllowing three (3) Technical Departments each headed by a Director:
o I{esource Mobilization (Frorrt Office);
. Debt Policy. Strategy and Risk Managenrent (Middle Office);
. Debt Recording and Settlerrrent (Bacl< Otfice).

It is

Directorate of Administrativc and Support Scrvices (Common Shared
Services)

The Directorate is headcd by a Principal Admirtistrative Secretary. reporting to the Principal
Secretary. It is organized irrto twelve (12) specialized firnctions offering cornnloll shared services.
'l'he commorr shared services o1'the National 'l'reasury consist of l'uuctions that are not core to the
National 'l'reasury but ofl'er critical sLrpport services to the National Treasury. The functiorrs
irrclude: -

o Accounting.
o Finance,
r Human ltesource Marragernent and Developmcut,
o Central Planrrirrg and Project Monitoring,
. Supply Chain Management,
. Legal,
o PublicCornmunications,
o (leneral Adrrrirristration.
. Records Managernent;
r Internal Audit;
r IC'l'
. Goverrrnrent Clearing Agency

(c) Fiduciary Management

'fhe key nlanagement personncl who he ld olllce during the I'inancial year errded 3Oth .lune 201 9
and rvho had direct fiduciary responsibility were:

Dr. Kanrau Thu CBS

NO Designation Name
I Principal Secretary
2 Principal Adrninistrative Secretary Mr'. Francis Musyimi,CBS
3 Director General, BFEA Mr'. Alberl Mwenda. I-lSC
4 Director General. Accounting Services Mr. Berrrard Ndung'Lr. MBS
) Ag. Director General, PIPM Errg. Stanley Karnau

Dr. Haron Sirnra, OGW6 Director Geucral. PDMO
7 ag Director, Macro and Fiscal Afthirs Department Mr. Musa Gatharrje
8 Director. Br"rdget Depafiment

5l[]lr1;Ll
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9 D i rector Irinancial and Sectoral Aflairs Department Mr. Christo her Oisebe
l0 Director Public Procurernent Department Mr. Eric Korir
il Ag Director. lntergovernrnental Fiscal Relatiorrs

Department
Mr. Albert Mwenda. HSC

t2 lnternal Auditor General Mr. Alf'a o
l3 Ag Directo r. Clovcrnrnent Accounting Services Department Mr. Jona Wala
t4 Ag Director. National Sub CoLrnty 

-freasuries
Mr. Irrancis Kariuki

l5 Ag [)ircctor. [ii nilnc 
! 
al M arragcrrr ent I nlil rnr at i cln Systcnr Mr. Stanley Karranguya

l6
t7

Ag. Director" Public Private Partnership LJnit Mrs. Judy Nyakarva
Director. National Assets and Liability Management Mls. Beatrice Gathirwa

l8 Director Govcrrrrnent Invcsttncnt atrd I)uLrlic Errte rpnses Mr. Kennedy Ondieki
t9 Di recto Pen to t1s i)epartnle11t

Di recto r. ResoLl rce M obi tza I0n r'lrelrt
Director. Debt I']olic),. Strategy, and Risk Managelllent
De Itntent

Mr. Shem Nyakutu
20 Mr. Jackson Kinyanlui. OCW
21 Mr. DanielNdolo

22 Ag Director, Debt Recorcling ancl Settlernerrt Departnretrt Mrs. I'-elister Kivisi
Ag. Dircctor of Adutinistration Ms. Margaret Muiru. OGW

24. [lead, Accouuts Division Mr. Ceorge Gichulu
25 l-lead. Finance Mr, Kirnathi Mugarnbi. HSC
26 tlead. SCM Mr. Peter Mulavu
27 Heacl" Internal Auclit Unit Ms. Esther Ngeru
28 Director. l-luman Itesource Management and Development Ms. Susan Mucheru

Ag Director. Infbrmation Communication and Technology Mr. Geor.qe Kariuki
30 lieacl. Clentral Plauning and Project Monitoring Unit Mr. Antony Mr:rir.r
3l I'lead. Public Comrnunications Mr. Maina Kigaga

[-lead. Legal [.Jnit Mr. .lanres Mwenda
33 Prograrlrle Coordinator. Public F'inarrcial Managenrent

Retbrnr Secretariat
Mr. .lulir-rs Mutua

(d) Fiducia ry Oversight Arr:rngements

'l'o ntanage thc f iduciary risl<. the National 'f rcasury has pr,rt in place fiduciary oversight
arrangernents including setting up conrmittees. 'l'he key oversight arrangements include:

Audit Committee

The pr.rrpose of the Audit Cotnmittee is to assist the nrinistry's management in fulfilling their
nlandates.'l'he comnrittee undertakes the rcsponsibilities of ensuring existence of adecluate

finartcial reporting processes. strong systems ol'internal controls and eflcient operational activities
carried out under existing laws and regulations fbr the ministry to achieve its irrterrded objectives.

The National Treasury and Plarrrring Audit Comrnittee was launched orr 22"d March 20l9 and has

met three times by end of .lurre 2019. It has flve nrembers rvith the Internal Audit Unit as the

Secretariat

5l;.rn^,"'.
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lnternal Audit Unit

'fhe National 'freasury has an Internal Audit Unit charged with the responsibility of identifying
risks irr the management and day to day operations of the Ministry through the risk based audits.
'fhe Unit reports directly to the accounting officer on a regular basis.

Audit Query Committee

'l-he Natiorral Treasury established arr audit cornnril.tee corrrprising officcrs fl'orn all departmerrts ol'
the Ministry. under the chairrrranship of the Serrior ChieiFirrance Officer. The Cornmittee rcviervs
and analyses all audit queries and makes recomrnendatiorrs <ln how to reduce liduciary risks. In

additiorr. the corrrnrittee prepares responses to all aLrdit queries for prescntatiorr to tlre relevant
conrm ittees of parl iament.

Pro.iect Implementation Committee

J'o nronitor the implerrrentation of'the Government's Inlrastructure Projects. tl]e National Treasury
has establislred a Project Steering Committee comprising Prirrcipal Secretaries li'om irnplemcnting
Ministries arrd appointed a techrrical committee cornprising officers from the technical departmerrts
of the Ministry. The Comnrittees review and analyse the progress made by nrirristries irr the
inrplernerttation of dornestically and externally furrded pro.jects and advises accordingly.

Pa rlia menta ry Activities

In order to ef'fectively nranage the parliamentary activates relating to the Ministry, the National
I'reasury has designated a liaison ofllcer to coordirrate the activities under the Ol'{lce of the Clabinet
Secretary in consultation with the Offlce of the Chief Administrative Sccretary.

I)evelopment Pa rtner Oversight

-['o 
e ffectively manage Official Developrnerrt Assistance to the Covernrrer]t. the Natiorral 1'reasury

has underthe PLrblic Debt Management O{'{rce; a Departrncnt responsible l'orall matters relatirrg to
Developrnent Partners. 1'he Departrlerrt has various LJnits that coordinate dilferent developrnent
partner activities in the Country.
Other fiduciary oversight arr.lngerrents irrcludc the fbllowing conrmittees with specific objcctivcs:

Senior Management Committce

To monitor the implementation of the Ministry's programmes and perforrnance, the National
'lreasury has appointed a Senior Management Cornmittee comprising oI Directors Cencral arrd
Heads of Departrnents.'fhe Comrlittee receives reports from departrnents, builds consensLrs or1

Natiolral Treasury responses to emerging issues. challenges and risks and ensures that the
decisiorrs of top rnanagement are implernented in a tirrely manner,

7 | ::r'a r:; e
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Public Financial Management Sector Working Group

l'o Iacilitate the irnplementation clf financial rnarragenrent reforms, thc National Treasr.rry has
appointed senior officers to the Public Financial Marragemerrt Sector Working Group. T'he
Contmittee plays arr oversight role in the irrrplementation of firrancial reforrns in the public service
in collaboration with the development partners,

tsudget Im plementation Com mittee

To morritor the implernentatiorl of the Ministry's budget. programnles arrd activities, the Natiorral
'l'reasr"rry has appointed a comnrittee comprising of officers from all the Departnlents of tlre
Ministry. 'fhe Comnrittee revier.vs ancl analyses the progress made by Departrnents irr the
implementation of the budget and thc planned programnles ancl activities and advises the
management accordi ngly.
Monitoring a nd Evaluatiorr

The Ministry undertal<es nronitoring and evaluation exercises to establish progress rnade in the
implementation of various programmes and projects irrcluding those that are funded by the
development partners.

(e) The National Treasury Headquarters
P.O, Box 30007- 00100"
Treasury Building.
I-laraurbee, Avenue
Nairobi Kenya

The National Treasury Contacts
Te lepho rre : (25 4)020 -22 52299
Ernai I : i n fu fdtreasu ry. go. kc
Website: www. treasurv. uo.ke

(f) The National Treasury Bankers
Ccntral Bank of Kenya
Haile Selassie Avenue
P.O. Box 60000-00200
Nairobi. Kenya

(g) Independent Auditors
The Auditor General
Office of the Auditor General
Anrriversary Towers" University Way
P.O Box 30084
cPo 00 r00
Nairobi. Kenya
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(h) I'>rincipal Legal Adviscr
The Attorney General
State Law Office
Hararnbee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya
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II. FORWARD BY THE CABINET SECRETARY

'fhe National 'l'reasury is mandated to coordirrate economic and financial managemerrt of the
coLrntry in accordance lvith section l2 o1'the Public [rirrance Management Act, 2012. Overalt. the
Natiorral 'l'reasury has strived to maintairr a policy environnrent that is conducivc to ecorromic
grolvth ancl developmcnt of the courrtry.

As a resttlt of consistent irnpletnentation of bold economic policies. structural rel'orms and sound
macroeconomic managemerlt. Econotnic grorvth remained resilient and broad based averaging
5.7%oin the past 6 years and generating a total ol'around 5 milliorr new jobs since 2013, Crorvth
accelerated lo 6.3Yo in 2018 front 4,9Yoin 2017.'fhis growth is the highest to have been recorcled
fbr the past 8 years and well above the sub Saharan Africa region average growth of 3.0 percent
arrd the global averagc o1'3.6 pcrcerlt.'fhe growth rvas attributable to increased agricultgral
production" accelerated ttranulacturirrg activities" sustainecl growth in transport and vibrant service
sector activitics. As a result of this cconomic growth. 860.000 new jobs were generated in the
economy in 2018. lnflation remained rvithin target. irrterest rates were stable. and exchange rates
were competitive with adequate l'oreign exchange reserves equivalent to 6.2 months of inrport
cover at the end of fiscal year 2018/19. The figure below shows the contribution of the CDP
Crowth rate by Sectors.

Figure 1: GDP Growth ltate by Sectors in 2018

GDP growth rate by Sectors in 20L8
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Sector

In FY 2018119, County Covernments received Ksh.314 billion as their equitable share of revenue
raised nationally. 'l'his represerrts 100 percent of the appropriation as per the CARA, 2018. In
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addition to tlre equitable share, the Counties received Ksh.46.l billion in FY 2018119. which
conrprised of: -

a) Conditional allocation worth rnore than Ksh.15 billion derived frorn the National
Covernmerrt's equitable revenue share;

b) Ksh.7.4 billion fiom the [{oads Maintenarrce l-evy Fund (RMLF') collected by the Kerrya
Roads Board (KI{B). of which l5 percent is set aside for County roads: and.

c) Proceeds fronr external loans and grants totallirrg Ksh.23.6 billion earmarl<ecl to
supp lernent finarrcin g of devo lved ['unctiorrs.

Based orr the above aggregate, payments to C'ounty governrrent in FY 20l8ll9 amounted to
Kshs.360.1 billion. representing 96 percerrt of the CARA, 20ltl allocations. Irrcluding the FY
20 I {l/ I 9 payments, coLrnty governrnents have rrow received an estirrrated Kshs.1.7 trilliorr
cumu latively sirrce their establ islrrnent.

In all years, Courrty Governrrrents'equitable rcvenue share has been lvell above the minimunr
threshold defined in Article 203 (2) o1'the Corrstitution. Moreover, counties' equitable rcvenLrc
share allocation has beerr fully disbursed in accordance with Article 219 of the Constitr"rtion. evcrr
when the shareable revenue outturn was less tharr projected revenue used in the Division of
Reverrue Act.

The National Treasury'and Plarrning successlully priced a new US dollar 2.1 billion, dual tranche
Eurobond of 7-year and l2-year tenors on l5th May 2019 irr London, Urrited United Kirrgciorl.
'fhis is the third tirle l(enya has been irr the International Debt Capital Markets. The first was in
Jurre 2014. when r.ve launched the debut bond of US dollar 2.0 billion and tapped for a firrther [JS
dollar 750 milliorr. while the second was in February 2018 rvhen a dual-tranche ol'LJS$ 2.0 billion
was issued ( lO-year tenor of US$ L0 billion and 30-year tenor of US$ L0 billion).

The announcernent of Kenya issuance triggered arr overrvhclurirrg respouse l'r'ont investors that
amounted to an order book of US$ 9.5 bitlion, an oversubscription of 4.5 times. 'l'his

overwhclming interest in Kenya's bond issr"re confirms the strong investor corrfidence in Kerr1,2'g
economic policy managemerrt and prospects goirrg fbrrvard.

'l'he proceeds tl'onr this issuance rvill be r"rsed to (i) finance some of the developrnerrt infrastrLrcturc
pro.jects, (ii) the general budgetary expenditure in accordance'"vith the applicable lcgal
requirements and (iii) to refinance part or all of the obligations outstandirrg under the US$ 750
nr i I I ion (201 4 Eurobond).

'l-he National Treasury and Plannirrg in its contribution to the A1'fordable Housing Agenda under
the Big Four Plan launclred the Kenya Mortgage Retinance Cornpany (KMI{C) in May 2019.1'his
is a Public Private Partnership arrangerrerrt with rlajority private sector owrred. KITMC wilI extcnd
long term loans at fixed interest rate to financial institr"rtions secured agairrst mortgages so that the1,

can extend the matr.trity of their housing Ioans to end borrowers hence increasirrg affordability.
Given Kenya's urbanization rates, there is critical need to deliver housing at the lower end o1'thc

11li';,r,*; ,*
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incorne spectrllm in order to improve housing conditions for the average Kenyan. KMRC will seek

to catalyze growth of the mortgage market in Kenya by targeting households that fall within the
mortgage gap and lower middle-income categories which represents about 95% of the forrnally
employed population.

In terms of budget performance, the National T'reasury expenditure stood at Kshs.54.417b against
an approved budget of Kshs.64.865b. The National Treasury implemented the 2018/19 budget

within four economic classifications/programmes. These were General Administration, Planning
and Support Services, Public Financial Management, Economic and Financial Policy Formulation
and Management and Market Competitiorr. As demonstrated in figure 2 below, the Market
Competition Programme had the highest absorption at l00Yo followed by General Administration,
Planning and Support Services at 94.650/o. Econorrric and Financial Policy Formulation and

Managemenl (83.4%) and Public Financial Management Programme at 640/o.
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Figure 2: Budget Absorption rate by Economic Classification/Programmes

Budget Absorption rate by Economic
Classification/program mes

General
Administration
planning and

support services
94.6s%

Public Financlal
Management 64%

Economic and
Financial Policy

Formulation and
management 83.4%

Market Competition
L00%

Some of the challenges the National Treasury faced while implementing the 2018/19 budget include:-
r Lack of adequate funds to finance all the budget requests by Ministries, Departments and Agencies.
. Low absorption of Official Development Assistance (ODA).
o Inadequate Exchequer issues thus contributing to the pending bill increment from Kshs.29.3b to

Kshs.64.7b in FY20 I 8/l 9.
r Inadequate capacity of staff in some key technical Departments.

To surmount the above challenges and ensure successful implementation of the National Treasury goals arrd
objectives, the Ministry undertook the following: -
. Domestic borrowing to plug the financing gap created by non-performing revenue.
. Expenditure reduction strategies such as austerity measures and a ban on new projects to ensure 

__
available money is used in completirrg old projects and prepared draft Public Investment Management
Regulations.

. Strengthened capacity in public financial management to MDAs and County Covernments to improve
oversight of Public resources and Strengthened financial and fiscal relations between the national
government and county governments.

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

r Promoted the Public Private Partnership initiatives to finance government capital projects,
e Engaged other developments partners for concessional loans and grants as well as pursued strategies to

facilitate issuance of international bonds to finance government projects.

fr
1C
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III. EQUALISATION FUND INFORMATION AND MANAGEMENT

a) Background Information

The Equalisation Fund is established under article 204(1) of the Constitution of Kenya and is

administered under the National Treasury as per the Pr-rblic Financial Marragement Act, 2012 and

its Cuidelines on the adrninistration o1'the Equalisation Fund gazelte notice no. 1711 of 13th

March 20 1 5,

l'he National Tleasury was established via tlre Executive OrderNo. 2 of May 2013. The basis lor
establishrnent of the National Trcasury is lbund in Article 225 (i) o1'the Corrstitution of Kenya

which states that an Act of Parlianrent shall provide for the establishrnent, flnctions and

responsibilities of the National 'l'rcasr.rry. "['his has been actualized irr Section 1l and l2 of the

Public Firrance Managcmerrt (PFM) Act 2012.

. Vision
An institution olexcellence in cconomic and public finarrcial management.

. Mission
To promote economic transfbrnration fbr shared growth through fbrmulation, itnplementation arrd

monitorirrg of prudent econornic and frnancial policies at national and county levels of
government.

. Core Values
The National Treasury is cornmitted to providirrg quality services to all arrd is guided by the

fotlowing core values: Customer Focus, Results Oriented, Stakeholder Participation.

Prof'essionalism, Accor-rntability. Integrity and T'ransparency, Teamwork and Staff as key asset and

Equity. Fairness and Irrclusion.

b) Operation and reporting under the Equalisati<ln Fund

'l'he pLrrpose of the Equatisation l-'und is to provide basic services including water, roads, healtlt

facilities and electricity to marginalised areas to the extent necessary to bring the quality of those

services in those areas to the level generally cnioyed by the rest of the nation. so far as possible.

The Constitution under Article 216(4) obligated the Commission otr Revenue Allocation to
derermine. publish and regularly revier.v a policy'in rvhich it shall set oLtt the criteria by which to

identify the marginalized areas. This policy was approved by Parliarnent in December,2014 and

stated that the policy shall be eff'ectivc fbr thrcc t-rnarrcial years frotn tlte date of its approval. '1'[ris

means that the current policy is applicable for the financial years 201412015,201512016 arrd

201612017.
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The marginalization policy identified fourteen (14) counties to benefit from the Fund for the first
three years namely: Turkana; Mandera; Wajir; Marsabit; Samburu; West Pokot; Tana River;
Narok; Kwale; Garrisa; Kilifi; Taita Taveta; Isiolo and Lamu.

Article 204 (1) requires that one half per cent (0.5%) of all the revenue collected by the National
Government each year calculated on the basis of the most recent audited accounts of revenue
received, as approved by the National Assembly be paid into the Equalisation Fund. As at 30tr'

June 2017 the total accumulated errtitlement to tlre Fund for the financial years 201112012 to
201712018 are estimated at Kshs 32,555,888,664,84 as shown in the table below:

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

. Financialreportingrequirements
'l'he National Treasury is responsible for preparation of the reports relating to the Fund and
submitting to the Auditor-General and a copy of the staternents to the National Treasury.
Commission on Revenue Allocation and the Controller of Budget not later than three months after
the end of each financial year pursuant to Section24 of PFM Act, Z0lZ.

This report covers the operations of the Equalisation Fund for the financial year ended 30t1, .lune
2019.

c) Key Management

The Equalisation Fund Advisory Boarda

An Equalisation Fund Advisory Board was established pursuant to Section 4.1 of the Guidelines
on the administration of the Equalisation Fund,20l5. The Board is mandated to advice the Cabinet
Secretary on the proper and etfective performance of the Fund. The Board consists of the
following members:

Financial Year

Audited and approved
revenues

Kshs

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

revenues)
Kshs

2011t2012 465,81 I ,210,150.00 2,329,056,05 1.00
2012/2013 526.653.500,000.00 2,633,267 ,500.00
201312014 526,653,500,000.00 2,633,267 ,500.00
20t4l20ts 773,015.500.000.00 3,865,077,500.00
201512016 773.01s.s 00.000.00 3,865,077 .500.00
201612017 1,307 ,740,463,286.99 6,538,702,3 16.00
201712018 2,138,288,059,569.45 10,691 ,440.297 .84
Total 6,511,177 ,733,005.43 32,555,888 ,664.84
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(a) The Principal Secretary for the time being responsible for matters relating to finance who is
also the Chairperson;

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

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

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

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

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

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

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

o The Administrator of the Fund

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

The Administrator of the FLrnd is also the Secretary to the Board with the responsibilities of
arranging the business of the Board's meetings, keeping records of the proceedings of the Board,
and performs such other duties as the Board may direct.
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STATEMENT OF THE MANAGEMENT'S RESPONSIBILITIES

Sectiorr 8l (l) of the Public Finance Management Act,2012 requires that, at the errd of eaclt

financial year, the accounting officer for a National Covernment entity shall prepare financial
statements in respect of that entity. Section 8l (3) requires the financial statements so prepared

to be in a form that complies with relevant accounting standards as prescribed by the Public

Sector Accounting Standards Board of Kenya from time to time.

The Accounting Officer in charge of The National Treasr.rry is resporrsible for the preparation and

presentation of the Equalisation Fund financial statements, whicli give a true and fair view of the

state of affairs of Furrd for and as at the end of the financial year (period) errded on June 30,

2019. This responsibility ir.rclr"rdes: (i) maintaining adeqr.rate financial managernent arrangements
and ensuring that these continue to be effective throughout the reporting period; (ii) rnaintaining
proper accounting records, which disclose with reasonable accuracy at any time the status of the

Fr"rrrd by the National Treasury; (iii) designing, implementing and maintaining internal controls
relevant to the preparation and fair presentation of the revenue report, and ensuring that they are

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

The Accor.rnting Officer in charge of The National Treasury accepts responsibility for the

Eqr-ralisation Fund, which has been prepared on the Cash Basis Method using appropriate
accor,rnting policies in accordance with Internationat Public Sector Accounting Standards (IPSAS)

and relevant legal framework of the Government of Kenya. The Principal Secretary is of the

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

performance of the Fund dLrring the financial year ended June 30,2019. The Principal Secretary in
charge of The National Treasury further confirms the cornpleteness of the accounting records

maintained for the Fund, which have been relied upon in the preparation of this report as we[[ as

the adeqr"racy of the systems of internal financial control.

The Accounting Officer confirms that the Fund has cornplied fully with applicable Covernment
Regr.rlations. Further the Accounting Officer corrfirms that this report has been prepared in a form
that complies with relevant accounting standards prescribed by the Public Sector Accountirrg
Standards Board of Kenya.

Approval,of the Financial Statements

The financial statemeqts of the Equalisatiorr Fund were approved and signed by the Accounting
officer on .... *1{yv:**:9 . 2021.

t(tn-
Jul us Muia, PhD, CBS
Principal Secretary,
The NationalTreasury

Mr.AIbert Mwenda, HSC
Equalisation Fund Administrator
The National Treasury
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR GENERAL

E n h a n c i n g A c c ou n ta b i I i t -,-

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box Joo84-ooloo

NAIROBI

REPORT OF THE AUDITOR.GENERAL ON EQUALISATION FUND FOR THE YEAR
ENDED 30 JUNE, 2019 - THE NATIONAL TREASURY

REPORT ON THE FINANCIAL STATEMENTS

Qualifled Opinion

I have audited the accompanying financial statements of Equalisation Fund set out on
pages 19 to 28, which comprise the statement of assets and liabilities as at 30 June,
2019, and statement of receipts and payments, statement of cash flows and statement of
comparison of budget vs actual performance for the year then ended, and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, except for the effects of the matter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Equalisation Fund as at 30 June, 2019, and of its
financial performance and its cash flows for the year then ended, in accordance with
lnternational Public Sector Accounting Standards (Cash Basis) and comply with the
Public Finance Management Act, 2012.

Basis for Qualified Opinion

Gash and Bank Balances

As disclosed in Note 3 to the financial statements, the statement of assets and liabilities
reflects a balance of Kshs.2,283,426,949 under cash and cash equivalents. However,
Note Xlll to the financial statements discloses cash and bank balances of
Kshs.3,759,753,043;(2018-Kshs.5,061 ,282,195) held by implementing institutions that
were unutilised as at 30 June, 2019. However, the status and value of implemented
projects as at 30 June, 2019 is not disclosed in the Notes to the financial statements,
contrary to the provisions for preparing Fund accounts.

The atdit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Equalisation Fund Management in

accordance with ISSAI 130 on Code of Ethics. I have fulfilled other ethical responsibilities
in accordance with the ISSAI and in accordance with other ethical requirements
applicable to performing audits of financial statements in Kenya. I believe that the audit

t-l
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evidence I have obtained is sufficient and appropriate to provide a basis for my qualified
opinion.

Emphasis of Matter

Low Absorption of Funds and Slow lmplementation of Projects

The Equalisation Fund lnformation and Management Report indicates Fund entitlement
of Kshs.32,555,888,665 over the last seven (7) years (201112012-201712018) based on
O.5o/o of most recent audited and approved revenues. However, only
Kshs.12,400,000,000 or 38% of the entitlement had been appropriated and transferred to
the Fund account contrary to the provisions of Article 204 ol the Constitution of Kenya.

Further, out of the appropriated and available funds of Kshs.12,400,000,000, only an
amount of Kshs.10,116,573,051 or 82o/o has been disbursed to the implementing
Ministries, Departments and Agencies (MDAs) to fund projects in the beneficiary
Counties. However, only Kshs.6,479,068,908 or 640/o of the disbursed amount had been
spent as 30 June, 2Ol9leaving out a balance of Kshs.3,637,504,143. The expenditure
translates to only 20o/o of the entitled appropriation funds to date of Kshs.32,555,888,665
despite seven (7) of the maximum period of twenty (20) years existence post the first
disbursement to the Fund in 201112012. This is indicative of low funding and absorption
which could slow down the implementation of the planned projects.

Field visits to sample project implementation sites revealed that a significant number of
projects had stalled due to huge pending bills despite the MDAs holding cash balances
of Kshs.3,759,753,043 in their respective bank accounts inclusive of Kshs.122,248,900
held by the Fund secretariat.

From the foregoing, the Fund may not realise its intended objectives of providing basic
services to the marginalised areas to achieve equality and equity in the provision of basic
services with other regions.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financia! statements. There were no key audit matters to
report in the year under review.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matter described in the Basis for Conclusion on Lawfulness and
Effectiveness in Use of Public Resources section of my report, I confirm that, nothing else

Report of the Auditor-General on Equalisation Fund .for the .vear ended 30 June, 20 I 9 - The National Treasur v*
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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

Project Im plementation

Sixty-three (63) projects from nine (9) of the fourteen (14) implementing Counties were
sampled for physical verification. The total budget allocation for the sixtythree projects
was Kshs.1,808,349,807. The verification revealed that the Projects being implemented
by various agencies were at different levels of completion as detailed below;

* Projects were yet to start

From the foregoing, it is not clear if and when the nine (9) Counties will realize value for
money from the twenty-six (26) incomplete projects as at 30 June ,2019.

The audit was epnducted in accordance with ISSAI 4000. The standard requires that t

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Gonclusion

As required by Section 7(1)(a) of the Public Audit Act,2015, based on the audit
procedures performed, except for the matter described in the Basis for Conclusion on
Effectiveness of lntemal Controls, Risk Management and Govemance section of my
report, I confirm that, nothing else has come to my attention to cause me to betieve that
internal controls, risk management and overall governance were not effective.

Report ofthe Auditor-General on Equalisation Fund for the year ended 30 June, 20 I 9 - The National Treasury
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Sector
Project
Count

Project Status Disbursed
Amounts

(Kshs)Complete lncomplete
Education 4 1 3" 63,000,000
Energy 1 1 1,000,000
Water and lrrigation 23 16 7 890,410,408
Health 12 3 I 265,280,962
Roads 23 16 7 588,658,627
Total 63 37 26 1,808,349,907



Basis for Conclusion

Fund Governance Weaknesses

The Administrator of the Fund is also the Secretary to the Board with the responsibilities
of planning for Board meetings, keeping records of the proceedings of the meetings, and
performing such other duties as the Board may direct. During the year under review, no
evidence of the Board having met in form of Board minutes were availed for audit review.
Further, the Board administrative activities budget of Kshs.122,248,900 remained
unutilised as at 30 June, 2019. Consequently, oversight over the activities of the Fund
may be inadequate and ineffective.

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

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards (Cash
Basis) and for maintaining effective internal 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.

ln preparing the financial statements, Management is responsible for assessing the
Fund's ability to continue to sustain services, disclosing, as applicable, matters related to
sustainability of services and using the applicable basis of accounting unless

Management is aware of the intention to terminate the Fund or to cease operations

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

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

Those charged with governance are responsible for overseeing the financial reporting
process, reviewing the effectiveness of how the Fund monitors compliance with relevant
legislative and regulatory requirements, ensuring that effective processes and systems

Report ofthe Auditor-General on Equalisation Fundfor the year ended 30 June, 2019 - The National Treasury
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are in place to address key roles and responsibilities in relation to governance and risk
management, and ensuring the adequacy and effectiveness of the control environment.

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 lSSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govem them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

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

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

As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional scepticism throughout the audit. I also:

Report ofthe Auditor-General on Equalisation Fundfor the year ended 30 June, 2019 - The National Treasury
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ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

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

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

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

. Perform such other procedures as I consider necessary in the circumstances.

I communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that are identified during the audit.

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

AUDITOR.GENERAL

Nairobi

21 January,2021
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VI STATEMENT OF RECEIPTS AND PAYMENTS FOR THE YEAR ENDED 30th

JUNE 2019

Receipts

1Receipts from National Treasury

Total Receipts

Payments and transfers

2 (2,466,41 1,814.45) (6,937 ,847 ,293.00)Transfer to Implementing MDAs

(6,937 ,847 ,293.00)(2,466,411,814.45)Total Payments and Transfer

(2,466,4fl,814.45) (6,937 ,847,293.00)Surplus/Deficit

2018/20l9

Kshs

2017 t2018

KshsNotes

The notes on pages 23 to 26 form an inte
has been reviewed and approved on. . . . . .

gral part of these financial statements. This statement

'2f5*i3....2021 by the following:

(il*l,
4

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

Mr.Albert Mwenda, HSC
Equalisation Fund Administrator
The National Treasury
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VII. STATEMENT OF ASSETS AND LIABILITIES AS AT 3OTH JUNE 2OI9

The notes on pages 23 to26 form an integral part of these financial statements. This statement
has been reviewed and approved on. ..2021by the following:

Muia, PhD, CBS
Principal Secretary,
The National Treasury

ill*b
Mr.Albert Mwenda, HSC
Equalisation Fund Administrator
The National Treasury

Financial Assets

Cash And Cash Equivalents

Fund Accourrt 3 2,161,178,048.55 4,397 ,589,963.00
Equalisation Fund Secretariat Account 3 122,248,900.00 122,248,900.00

Total Cash And Cash Equivalent 2,283,426,949.55 4,519,838,763.00

Accounts Receivables

Total FinancialAssets 2,283,426,948.55 4,519,838,763.00

Financial Liabilities

Net Financial Assets 2,283,426,948.55 4,519,838,763.00

Represented By

Fund Balance B/Fwd 4,519,838,7 63.00 11,457,686,056.00

Fund Deficit for the year (2,466,41 1,8 14.45) (6,937 ,847 ,293.00)
Prior Year Adjustment 4 230,000,000.00

Net Financial Position 2,283,426,948.55 4,519,831,763.00

20I8/20t9

Kshs

21117t21n8

Kshs

Note
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VIII. STATEMENT OF CASH FLOW FOR THE YEAR ENDED 3OTH JUNE 2019

Cash Flow from Operating Activities

Receipts for Operating Income

I 230,000,000.00Recovery from State Department for Energy

Payments

6.937 ,847 .293.00Transfers to irnplementing MDAs 2 2,466,41 I ,8 14.45

(2,053,426,948.55) (6,937,847 ,293.00)Net Cash Flow from Operating Activities

Cash flow from Investing Activities

Cash flow from Borrowing Activities

(2,053,426,948.55) (6,937 ,847 ,293.00)Net increase in Cash and Cash Equivalents
Cash and cash equivalents at the beginning
of the year 4,519,838,763.00 11,457 ,686,,056.00

Cash and Cash Equivalent at the end of the
Year

3 2,283,426,948.55 4,519,838,763.00

2017 t2018

Kshs

20I8/20 t 9

Kshs

The notes on pages 23 to 26 form an integral
has been reviewed and approved on. X1

part of these financial statements. This statement
:J*ll-r.! ..2021 by the following:

ftL^*
Mr.Albert Mwenda, HSC
Equalisation Fund Administrator
The National Treasury r

J s Muia, PhD, CBS
cipal Secretary,

The National Treasury
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National

Ix. COMPARISON OF BUDGET VS ACTUAL PERFORMANCE
The followin statement summarizes the outturn inst bu

Transfer from the

Commentary:

As indicated above, an amount of Kshs 2,466,411,814.45 was released during the year as
requested by implementing MDAs.

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

ftl*l'
Mr.Albert Mwenda, HSC
Equalisation Fund Administrator
The National Treasury

Opening Balance 4.5 r 9.83 8,763.00

Receipts

8,5 00,000,000.00 (3,800,000.000.00) 4,7 00,000,000.00

Total 8-500.000.000.00 (].E00.000.000.00) 4.700,000.000.00 4-5 r 9.838.763.00

Transfers
Transfers to
impiementing
MDAs 5,03 9,9 t 6,995.00 5,039,9 r6,995.00 2.466.41r.8 14.45 2,573,505, I 80.55 48.94%

Total s,03e.er6Jbs.00 so39.9r6J9s.00 2.466.4t 1.814.4s 2573"505.160J5 48.94o/o

,\d.iustrncnts

Kshs

'lirt:tl .\ctual
J()'r',lunc 2()l()

Kslrs

l)i ltc rencc

Kshs

tr.

l)ev iat
iolt

KshsKshs

lleviscd
Estirnafes

Original
Ustinratcs
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X. STGNIFICANTACCOUNTINGPOLICIES

a) Basis of preparation

The financial statements of the Equalisation Fund have been prepared in accordance with

International Public Sector Accounting Standards (IPSAS) Cash Standards as prescribed by the

Public Sector Accounting Standard Board (PSASB).

b) Reporting entity

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

National Treasury.

c) Receipts

Receipts to the Equalisation Fund consist of monies appropriated from the Consolidated Fund by

an Appropriation Act in any financial year. Receipts are recognized when the cash is received in

the Equalisation Fund.

Pursuant to Article 204 (1) and (2) of the Constitution of Kenya, one half per cent of all revenue

collected by the national government each year calculated on the basis of the most recent audited

accounts of revenue received, as approved by the National Assembly shall be paid to the

Equalisation Fund.

d) Payments and transfers

Transfers consist of withdrawal as authorized under an Act of Parliament that approves the

appropriation of money from the Fund. Transfers from the Fund are deposited into the respective

spending agencies account.

e) Cash and cash equivalents

Cash and cash equivalents comprise cash at hand, bank balances and short term deposits in

money market instruments.

0 Presentation Currency

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

Kenya.
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XI. NO TO THE FINANCIAL STATEMENTS

I ts from National Treasury
There no receipts into the Equalization F'urrd fbr the period ended 30th.lune 2019

2.Tra from the Fund

As per
the Nat
MDAs

Equalization Fund regulations. the activities of the Fund are implemented through
nal Governr:rent Ministries. Departments and Agencies (MDAs). The Transfers to

ing the financial year amounted to Kshs. 2.466,41 1.814.45 as tabulated below:

nt for IrrigationState Departmr 509,033,424.00

nt for WaterState Departrne 1.029.737 ,882.45

Ministry of Her Ith 794,640,508.00

State Departme nt for Education 133,000,000.00

Total i 2,466,411,8L4.45

'lirlul ,\ctual
20l e

Kshs
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3. Bank Accounts

The closing balance as at 30th June 2019 amounted to Kshs 2.28 Billion while the closirrg
balance as at 30th June 2018 amounted to Kshs 4.52 Billion as reflected in the bank account of
the Fund shown below:

4. Prior Year Adjustment

An amount of Kshs 230,000,000.00 relating to FY 201712018 was recovered from Ministry of
Energy. This was due repeated projects in the appropriation Act.

Equalization Fund A/C No. 10001 83225 2,161,1 78,048.55 4,397,5 89,863.00
Equalisation Fund Secretariat A/C No. 1000342056 122,248,900.00 122,248,900.00
Total 2,283,426,949.55 4,519,838,763.00

2018120t9

Kshs

20t7t2018
Kshs

l)escrilltiorr

Prior Year Adjustment 230,000,000.00

Total

2018/2019

Kshs

2017t20t8

Kshs

l)cscription
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XII. I]UDGET ALLOCATION PBIT COUNTY

(iarissa (-'ountl 26J. I (r3,ti9{.1}0 35,000,000.00 3 I 7,520,000.00 70,000,000.00 685,683,89{.00

lsiolo (lountv 9{,000,000.00 I 36,000,000.00 {50,300,000.00 I 6,600,000.00 696,900.000.00

Kilil'i (lountv 393,5 r t',5 t9.00 I 20.259.87 I .00 I8l ,72 r ,6 r 0.00 6,000,000.00 62,000,000.00 763,500,000.00

l(rvnlc (lountr' 295,000.000.00 t0,tt2s,000.00 3 I 7.{75.000.00 7 7,000.000.00 95,000.000.00 795.300.000.01)

La nr rr
3{0,{0{,300.00 r {2,990.000.00 17tt,805,300.00 60.000.000.00 722, I 99,(r00.00

lllndrrl C'ountv
{70,000.000.00 27.000.000.00

llrrsrbit county
.19{,27{.000.0r)

I 70.600,000.00

226,99ti,(X)0.00

300,()00,000.00

I {8,928,000.00 1 6,000,000.00

967,600,000.00

ti8(r,200.00(,.00

\arok (lountr'
226,7S0,000.r)0 3 l I,8{5,855.00 270,90{.1.15.00 809,500,000.00

Samburu Countr'
75{, I I 7,863.00 l I I,800,000.00 8(r5,917,E63.00

'l'n itr 'l'Aveta
(lo u n tr'

r 65,500,000.00 I 7 I,700,000.00 { r {,500,000.00 75 r ,700,000.00

'l ana Ilivcr
( lotrntv

655,000,000.00 I 29,000,(x)0.60 I 5,000.000.00 60,000,000.00 859,000,000.60

'l'urknna countv
605,133,332.()rl I 25,(100,000.00 320,066,668.00 I ,0s0,200,000.(10

\\'riir countv
500,800,000.00 3{9,000,000.00 80,000,000.00 929,800,000.00

\\'crt Pokot
Co un tv

I 8'1,525,000.00 I 6{,000,000.00 .t I 7,575,000.00 766. r 00,000.00

5,4.{2,186,908.00 1,964,27E,726,00 3,638,595,723.60 287.600.000.00
Sub.Totil

217.000,000.00 1 t,549,601,357.60

Sccrutariat
.\rl nri n ist ra tivc
(losts

{ 2ri, l 62,930.{0

5.442.r 86.908.00 1.96{.2 I 8,726.00 3,63E,595,723.60 2E7,600,000.00 2 I 7,000,000.00 11,977,',t64aEE.00
I

'l'otal
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":-

XIII EQUALISATION FUND EXPENDITURE AND BALANCES FOR
IMPLEMENTING AGENCIES.

Opening
Balance

FY 2018/2019
Disbursements

Expenditure Closing
Balance

Kshs Kshs Kshs Kshs

State departnrent for Water 66,031,227.00 |,029,737,882.45 1,023.878.21 L20 7 r,890,898.25
State department for
Education 2.249.s00.00 r33,000.000.00 133,000,000.00 2,249,500.00

State department for Energy 287.950.000.00 189.652.666.00 98.297.334.00
State Department for
Infrastructure 3,688,s 9s,723.00 1.397.237.606.03 2.291.358.t 16.97

Ministry of Health I .008.5 85.745.00 794.640.508.00 1.023.1 16.263.70 780, r09,989.30
State department for
Irrigation 509,033,424.00 509.033.424.00
State department for
Vocational and Tech 7,870,000.00 r,056.219.80 6,8 r3,780.20

Total 5,061.282.195.00 2,466,411.814.45 3,767,940,966.73 3,759,753,042.72

2TlPagc I' i narrc i al Sta tetnen t
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XIV PROGRESS ON FOLLOW UP OF AUDITOR'S RECOMMENDATIONS
Below were outstanding ar-rdit matters during the previous audits as indicated on the table below

Timeframe:
(Put a date
when you
expect the
issue to be
resol

FY
201712018

Muia, PhD, CBS
Principal Secretary,
The NationalTreasury

ilL^;,
Mr.Albert Mwenda, HSC
Equalisation Fund Administrator
The NationalTreasury

Reference
No. on the
external

audit
Report

Issue /
Observatio

ns from
Auditor

Management comments

Focal Point
person to

resolve the
issue (Name

and

Status:
(Resolved

/ Not
Resolved)

Non-
Compliance

with the
constitution

It's true the total accumulated
entitlement to the Fund for the
financial years 201I I 2012 to

201612017 was estirnated at Kshs.
21.07 billion as at 30tlr June, 2018.

It's also true that Kshs.
12,400,000,000 has been

appropriated and transferred to the
Equalization fund Account out of

which Kshs 7,880,161,237 has been
disbursed for projects

irnplementation through various
ministries and state departrnents.
The reason for this is that there

have been various challenges in the
implementation of the Fund key

among them delay in formulation
of policies and project

identification coupled by the
legislative handles since irT ception.

It's our sincere hope that the
current legal issues sr"rrrounding the

Fund shall be unlocked to ensure
that the country achieves the

envisaged goals by the 20 years
period as provided under Article

204 6 of the Constitution
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XV BANK RECONCILIATION STATEMENT

2,290,843,860.00Eq ualisation Fund CBK Statement as at 30'h June 2019

Less
Payments in cashbook not
in Bank statement( uncleared items)

r 29,66s,81 r .45Fund 08/18/19 dated 28.06.2019Equalization Fund: EQ

(129,665,811.45)

2.16 1,1 78,048.55Equalisation Funcl Cashbook balance as at 30'h June 2019
122,248,900.00Add:Equalisation Fund Secretariat balance as at 30'h June

2019
2,283,426,948.55Total Balance as at 30th June 2019

Eoualisalion liund llank lleconciliation as at 30'r' June 20[9

Kshs Kshs

29lPage Financial Statement


