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KE]VYA RE\'ENUE, AUTH O RITY

CORPORATE ]NFORMAT]ON

\Alho \^7e are

Our Location

Our BanJ<ers

Auditors

MISSION

\.ISION

CORE VAITIES
I ntegrity

Prcfessionalism We ensure
excellence.

Kenya Revenue Authorrtl, (KRA) rs a statuton,bod), establjshed b), an Act
of Parliament. KRA Act Cap 469 o{ tg95

Times Tower Buj)ding,
Haile Selassie Avenue,
P.O. Box 4824o - ooroo, Najrobj. Kenva.

National Bank of Kenya Ltd,
Harambee Avenue Branch,
P.O. Box 4t862-ootoo Nairobj, Ken\;a

Auditor General
Kenya National Audit Ofllce,
P.O. Box 3oo84 - ooroo, Nairobj

To promote compliance rn.itJr Ken1,2's tax, trade and border legislation and
regulation by promoting standards set out jn the Taxpay...-Ch.rt"r and
responsible enforcement by high)), motivated and piofessional staff
therebl' maximizing revenue collection a1 least possible cost for tlre socio-
economic we))being of all Ken),ans

To -be the- )eading Rerrenue Authoriq, in the rn,orld respected for
professionalism, i ntegritl, un d fatrn ess.

we uphold the highest standards of honesry, truthfulness, reliability and
honour.

competenc),a:rd efficiencl, and \,ve focus on achieving

Fairness

Equity

Commitment and
Teamwork

Corporate Social
Responsibi)itv

we al'e comrnitted to app)1nng the lar,r, consistentl)/, responsib)y and
administering our requirem ents reasonab)1,.

\A/e value djfferences in peop)e and ideas and u,e treat others with dignity
and esteem.

we support the princrple of team\^,orl( and nurturing staff commitment.

\4/e value all stalieholders and collaborate closeil, u,ith them to nurture
participatory social rn,ell-bei ng.

)
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KENr\/A Il.ll\/IlN U l, A I-J'I-}I O RI T\/

IlOAllD OF l)I lur(l'rolrs
l'he fo)lort'ilrg rvere direclors for the period Jurv zor2 to date

N4ajor (Rld) Marsdcn l\{adoka, EGH Ile rt,as appointed as the Chajrman of the Board of
Directors of KRA on r5rh March, 2o)o

i\{r. Jo)rn Njirainj. N4BS Hu rvas appointed the Commjssjoner General of t}-le
Kenya Revenue Authoritv on 3'd March. zol z.

Arnbassador Hassan l\4. S. Bagha

l\11r-. SantueJ Kamunve Oicl-rigj

j\4 r's. I))rr,llis l(aldic

Dr. Kjli:rbi ICti Ileginal-r

l\4 r'. Kj brr.ga Irrr lii tlr j

l\4r. Zebedeo .Jo)ur Olrot'e

I\{.s. l\4 cr-cr, \A/:r lnbui I(al-n:rrr

Mr. Jarnes l\,licl'ronra Gelrrno

J\11 r. Er,;r I't.s K;tl<a i

j\11 I's. l\{ arv Kinrotho l\11'l\{ ultindia

l\4rs. Conslanline ,1. IQrndit:

He-was appojnted a Director on 4,h Januan,. 2667
and reappojnted for a second term on 4,h January,.
2oro. He ceased to be a director on o3'd January,,
2O13.

He rt,as first appointed a Director on ro,h December.
zooT and reappointed for a second term jn
September zorr. He ceased to be a djrector on <l3rd
September , 2o)2.

She rvas appointed a Director on t5rh March, 2oto.
She ceased to be a djrector on r4rh N4arch, 2o13.

She was appointed a Director on tsrh 14arch, 2olo.
She ceased to be a djrector on r4rh March. 2o:13.

Ile was appointed a Director on r5rh 14arclr, 2oto.
lle r^,,as reappointed on i4rh August, zor3

He was appointed Director on t51h N4arch, zor o ]-lc
ceased to be a director oD o3rd September ,2oT2

She was appointed Director on 2Ath Septentbel,
2o12. She ccased to be a d jrector on o5rh Julr,, zor3

He u,as
2012.

appointed Director on z4rh Seplember,

He u,as appointed Director on o3rd October, zot3

She u,as appointed Direclor on r4rh August, 2ot3

She rvas appointed Director on t4rh Au.gr.rst, 2 o l3

IrX - OliFl(llO l\4El\tlIll..tts

Atl,r'r-rcr, (le,ct-:rl - ilon. prof. GrIlru I\4uigai. FCIArb.l\4p

I)crnr:ilrt'nl Sct:r'ctal'r,. N4inistr-r,ol'Irin:rnce - Mr-. Jo.seph Kjnrnra, gBS

Pr-irtci;t:tlSct't't'lllt'\r.5r,,,t,r;;rl 'l'l.t,lrsrrr-r, .Dr. Kantau 1-hugg. Ll13S
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It lrN \/A Il I:.\zI..Nu ll A U'U-I ORII-Y

l:.crltttltt.tit: Scct't:lal-r' Dr. Geolfrev Mrr,au. (A)tt,r nltte Dit't,r.tor lo 1]tr, ])t,r r.lrt.t€:,1
Sct't.r:1 aD', 14 ln jst l'1, rll J'ina rr.r')

SoJicitor (lctler-;tl - l\4r \A/anjukj 14uchemi (Altcrnatc Dircctor 1o 1)re Att,rr11, (irr.r-rJ)

Sr-rlrcilor General - i\4r Nlee l\4uturi - (Alternate l)ircctor to lht: r\tlornev Gclrcral)
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KENYA RE\IENUE AUTH O RIry
, SENIOR ]VIANAGEN{ENT
The follo'rtring ruere senior ntaltagers for the period JuJ-r, z012 to date

AJice A. Orvuor She \^/as appornted Comm jssjoner of Domestic Taxes,
It4edium & SmallTaxpal,gt-5 (X4ST) rn.jth effect from r,r 14ai,,
2olo for a period of three (3) ),ears and sen,ed up to 3oih
Aprii. 2ot3 for the first term.
Her contract rrras renerr,ed for a second term from r'i I\4ay,
2ol3 for a further three vears. The contract will expire on
3o'h Apri), zor6.

Pancrasius N. N1,aga He u,as appointed Commjssjoner of Domestjc Taxes, Large
Taxpayers Office (LTO) r,r.jth effect from 5'h March, zorz {or
a period of three (3) ),ears. The contract will expire on 4rh
14arch, zor5.

She u'as appointed Conrmissioner of Customs Servjces rvith
effect from rs' 14arch, 2ot2 fu a period of three (3) years.
The contract rr,ill expire on 28th Februa4,, zor5.

Beatrice M. Memo

Edith N. King'ori

Helen Bila

Joseph G. Nduati

She u,as appointed Commrssioner of Corporate Support
Sen,rces Department rvith effect from r6th July, 2ot2 for a

period of three (3) ),ears. The contract rvill expire on tsth
Ju)1',2grt.

Sl-:e rn'as appointed Commjssioner of Technical Support
Senlces Department u,rth effect from rst March, zoro f-or a
period of three (3) 1,ears. The contract expired on 28th
Februan,, zor4

He u,as appointed Commjssioner of Investigations and
Enforcement with effect from rsr October,2ooT for a period
of three ),ears to 3orh September, zoro for the first term. His
contract \^,as rene\^red for a further three years with effect
frorr l.r Octobet, 2oto. The contract expired on 3ori,
September, 2o13.
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K]]N)/A ]U]VENUE, AUTI I OII]T}'

C}1A] R]\{AN'S STATE]\4 ENI'

Fonryard

Once again. I am deJighted to present the Annual Report and Fjnancial Statenrents of
the Keni'a Revenue Authorjq, for the Financjal Year ended 3oth June zor3. This js the
first A:rnua) Report prepared u'ithjn the imp)ementatjon perjod of the Authorrry*'s Fifth
Corporate PJan 2072f zotg - zot412o15. It also cojncides r,r,ith the periorJ rt,hen
the first electjons u'ere held under the Constitution of Kenya,2o1o. The election of
Counh, Governors in March 2ol3 \^/as also the start of operatlonalising ilte 47 counhr
go\/ern m ents,.

Kenyan Econonry

The macroeconomjc performance of the Kenyan Economy improrzed in zoiz co:npaled
to zotr. The econom\/ recorded a Gross Domestic Product (GDP) gror,r,th rate of 4-.6 per
cent rn 2Cl12 compared lo 4.4 per cent recorded in zort. Notably, all the sectors of the
econo)r\/ recorded positive gror,r,th in zorz despite challenges inc)uding an unstable
g)oba) econonty. rt,eakened Kenva shil)ing and delal,ed lort8 rajns. The agricultural
-sector recorded anJnrproved grortth of 3.8 per cent compared to a grortrth of t.5 per cent
posted jn zott rthile manufacturing sector recorded a slight decelelation fronr-a grouth
of 3 q per cenl in zot 2 lo a grou,th of 3.r per cent in zorz. The drop in gror^,,th of the
manufacturtng -sectot \^/as due to stifi cornpetitjon from imported goodr. f,igl., cost of
creclit high cost o1 productiolt and poiitica) uncertajnt), due to the 2ot3 General
Elections
The annual rnfiation rate reduced fronr 14 per cent in 2o1t to 9.4 per cent jn zotz. Thg
decljne js attribuled to befler food suppl),us a result of fayourable rryeather conditjons,
espccial)r, thc short rains.
Grorn'th irl the finarlcial sector u,as constrajned by a tight monetarlr po1ig\, in the fjrst half
of zotz and a slou,.pace in reducing the lendjng rates despite a significant drop ir-r the
Centlal Bank Ilate (Ci3R) in the second half of the year. Credit to private sector grert,at
a rate o{ tt.7 per cent in zot2 compared to a grorvth of 3o.B per cent posted in zofr. This
u,as attrjbutcd to higir cost of borrou,ing.

GIobal Economy

The g)obal eco)totlt\/ registered a lor,r,er GDP grortth of 3.2 per cent in zorz compared to
a grou'th of 3.t3 llcr cent achjeved in zorr. The drop u,as aftributed to increaie jn orl
prices in the itltcl'tratjonai market, economic crisjs in the euro zone, Sloy, gror,rth in
emerg)llg nlarl<i:l.s attcl rleveloping economies due to y,eal< dernand from 

"ad,anced

econ olI ) e,s
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l( I:NYA ItE\/IlNtlF- AIITI-I ORITY

i'irt'ltttce of ojl fluctuated in zotz caused b),rn,eal<cr gJobal rlenrand that pushecl the
'frrtct:s clr)rn'lt. u,hile heightened geopo)rtrcal rjsks in sevcral oi)-producing countr.les put
irllu'rlrti pt'essure on the pnces. Global oil demand decelr:rated sontern,hat to o.9 per cent
tn2olz. (llobal suppJy rn,as also affected b),sanctions imposed b1, 1}tg Europeai Unron
(i:-Ll) and the United States on S1a'ian and Iranian oi1 exports.

l)r:spite thc.qiobai economic slorvdou.n in zotz. grou,lh in Sub-Saharan Afrjca rernained
t'olttrst sttitported b),resjljent domestic demand and high comrnodjtl, prices. In zorz, the
cconomjes 8re\^/at 4.8 percent compared with a gror,r,th o{ 5.2 per cent posted in zorr.

Overall. the region js forecast to grorn, at nrore than 5 percent on a\/erage over the period
2Ot3-r5.

Future Outlook

'l'he (llobal economic reco\/eD, caused b), the spiral effect of the 2ooB economrc crises
has been slou,ed dor,r.n b), Eurozone debt problems. Kenva js rnore concerned about the
I'-ttrozone crj.sis since it is her main trading partners especra))v in agricultural produce.
'l'lrc Eurozotte js projected to register a negative grou.th of o.r per cent in zor3 and a r
lret' r:ent increase in zot4. 'l'he Global grorn4h is projected aL z.4 per cent and 3.t per
ct:nt itt zol13 and 2ot4 respectivel),, r^,,hilst the Sub-Saharan Africa grorvth is projected to
rj.st'1o 5.8'/o (zt-tt3) compared to 4.8% achieved rn 2or2.

-l'itt'Kenr.'rl 
eCOnorn),'s short to medjunt terrrr forecast is 1or sustarrrecl and r.ising gror,r,th

hrr.st:rl olr tht' increased jnvestor and business confrdcnce rlue to the peacefui Uaiih zor3
c)cctir.rns, stable macroeconomic environment, a projected easing and stabiliq, of
intcrttatjrttral oil pt'ices, stabilitv ol'the Kenva shil)ing ancl relclrms in the securjtr,,
It()\ r'r nlll)ce lrnrl jrrstice seclors.

Orre o1 the kc,v factors likely to have a positive influence jn tl're cconomv is the rapid rise
in (loi,ernnrent expenditure tor,r,ards implementation of thc Constjtution and financing
tlf the col.lnt)/ BO\/ernments. The desjre to fjnalize the rnfrastructure projects includinI
the r:t-'nstructjon of the standard gauge railu,ay line from Monrbasa to N4alaba is also onE
of the lag-1, prttjects that need high capita) injection. ln addition. the orl discoveD, jn'['urkana ancl coa] deposits in ]ttui County js )ikel1,to sJlur intensified mineral
t:xploration actjvites in zot4 going forrvard. These activjtjes have a direct positive
ttnpact on the Ken1,s11 econom)/.

i\4ajor-lhreats to these econonric gror,r,th projections is the contiprrccl trayel acl,jsorjes
catlsed b)'tet'rotisnt attacks and Flurozone crisjs. Unstable eil ;rncl l.lr,rctuating foocl
lrtt''es. tllllll'crlictable r,r'eather conditions, lor,r, dentand 1o; Kt:r'ryit;'s agriciiltur-a)
llt'otiucc. thtt s|tllover effccts of high inllatjon ancl tight lron0lrs'r,poJicy coulcl also
corrlir.rrrc to plcscnt ntajor cha))en.qes in,zotjlt4.

8
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''-D,.:rjng the fjiianciil v=ar 2it12 /,2Ci3, i;,e .4uihoi-jt, ccllectec Hshs ECC.5i billjc;-r (ir-;ciurirr-rg
-{sbs' 23.7 Milian lrorn cjjstrjct rreasut'iesl against a iai'get of iishs. EBr.2+ bjjiion. Thel

dJChequer revenue 'was Pishs. 759.5J bjllio:-: '.nihiie the Agency coiiectiorj rv\:as Ksh-c. +0.9g
billion. The o'rerail result transiatec to a re\;er-,ue defjcit of Ksh-.. 80.73 bjllicn anC a
performance l-ate of 9a.84 pei- cent. This performance :'epresents a revenue gr.o\4,-t1 of
Kshs, 93 billion or 13.2 per- cent oi,e:'Xshs. 7A7.65 bjliion (Including Kshs. Zg[.S r,ll;;
irom 

d1s-trict treasurles] col)ected jn financjal year ZOti/2072. The growth coinpares
favourably with tl:e groivth of i7.4 pei ceni jr-i the previou,s year and for" the past five years,
cornputed average af 73.1 pe:' ceni. Thjs rn,as a ;-espectable perfcrmance girun th.
lunfavourable economic situat;on, bcth locar]y anci globally.

Apprecia,tion

,0n behalf of 
':the 

Boarcj of Djiectoi's, I take this oppor-tuniq, tc sincereily,rthank t)^^,,,:,''
,f 

rrrelranl;rlO .Staff of HP.A fo:' the;r continuecj har-rj wcrk, commitment andldedication
jn ensurin$ that XRA strjve to deiir;er its rnarcjate ana'achie.,ze set targets. V/e also thank
our'faNpayers who riil:gentJ'v cbsen'ecj t]:ejr comnrjtments th:-ough tlm.,;;rr;;;;il;;;
taxes during the vear. The tesults pcsted are also as a resujt of continued sr:pport from
,1h..:strategicstakehojcie:'s v,,ho have p;rinereci ro,,jth us to make Kpi a firr,.rilL tr* b;;,
withjn the iegior:r. V/e a;'e ilptinlstjc that ri,jih the continuecj suppor t ol ali stakeholders,
KltA will be ahle io cc,ntinue to ca.r-y ol.rt jis ir:aridate of pror,,iaing the t-esources j;;;;;
LoVeInmenttocie]jveronjtsobiigatjor:sancicommitments'

'I take this opnrlrtl:nit} tc thenJ< ti:e Gci,e r"nrnent, ti:e I.Iatioiial I'reasury, Fai-Jiament ana' H.
in tire ciisc)rarge of our dubes.

Finally, I also exrnres.s it:1' sii,cei e gi-atituuie i.o m-v- fellclni Boarcj jvlembers fo:. the ir
dedication ancj harrir'';r-riii riuririE the vear. I anticipate that the team wjjl contjnuev;crking
e','en harder anri Dos,.- bL=i-Tei i-esults i;: the fil,anc:al i,tar zc13/i4.

14AR Ei\.r l,tADOKq, EGFI
CFIA]RMAN

2 9ft 0ctot,e:' 2 0i:1
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ICTNTYA REVE,N UI1 AUIII ORITY

CO]\{N{ ISSI ONER GENERAI'S STATEM ENT

lntroduction

The i'-jnancjai Year 2012f 2013 marked the fjrst ),ear of the Authoriq,'5 1;,lh Corltorate
Plan running from 2ot2-13 to zot4lzot5. r,r,hose Strategic Theme is:"Achier.,tng
excellence jn revenue adm jnistratron through organizatjon rene\^/al, innovatjon and stafr
capaciq, enhancement for better customer focus." The Plan outljnes six core strategic
objectives, rt,hich seek to further entrench jnternatjonal best practices in the KRi'.
performance management, service delivery and use of technologl, 1o improrre ta-x
adm jnistration processes.

Operating Economic Environment

The econom jc environment recorded some improvement compared to thc prevrous \rear.
rr'ith GDP grorving aI 4.6 per cent in zotz compared to 4.4 per cent in zoir. Thcre u,as
inrproi'ed grotvth of q.7 per cent over the first and second quarters, rt,hjch rose t o 5.2
percent jn the third quarter follor,r,ed b1, slou,ed gror,r,th of 4.3 percent jn the foulfh
quarter. Kev elements of the macro-economic enrrironment included the follor,r,ing,:

' The inflation rate, started off at a high leve) of 16.5 percent, but declined
gradua))1, lo 4.4 percent in the fourth quarter.

. 'J'he Exchange rate to the dollar r,r,as relatjve)1,51161. star-tir-rg off at Ksh.Ba in tire
fll'st quartet'arrd then u,eakened to Ksh.85.5, rn,hich rn,as also the averagc cluring
the financial 1,921.

' 'lhe rmport value at tire end of the financial year rt,as Ksh. )2.735 bjllion. rn,hicl-r
surpassed the Budget Policl, Statement target of l,._shs. rz.6Bl.

' The a\/erage interest rate on Treasury Bills eased frorn 9.BB percent jn tlre tlrjrd
quarter to B"68 percent in the fourth quarter.

' The Narrobi Stock Exchange zo share index rose fronr 3g7z points in thc fjrst
quarter to 4790 points in the fourth quarter.

Revcnue Performarlce

ln the )'car. KRA collected a total of Kshs. Boo.5 bjllion against a target of K-shs. 8Br z
billion.'i-his represents a revenue grouth of r3.z percent rtver the collectrons in _r,ear
zctttf ztttz. lt is estrnlated tlrat devrations in the a1'oremenrionerl ecor.ionric J)aran)cler-s
contrjlrrrted up to Ksh-s.45.r billion in revenue shortfall in 1hc r.ear-.

1U-



KI1NryA RE\/ENUE AUTI I ORITY

7-he ke1, re\/enue departments regrstered gror^,.th in revenue collection conrpared to the
- prerlous financjaJ )/ear r^,lth the highest grtrulh registered bv Dornestjc Taxes

Depal,rment at r7.o percent, r^,,hile Customs Senlces Department registered a grora,th of
5.9 percent.

'l-able t: Revenue Collection (by departrnent)
Actual Target

Department 2orzlrJ 2otzltB
Kshs IGhs

billion billion

Performance
Rate
(%)

Actual
207]^f 72
I(shs

billion

Growth
over

2Orf a2
(%)

+ t7.o

Customs
Services

Domestic Taxes

258.7 296.7

fi8.7 s78.o

Brz

932 460.3

244.3 + 5.9

Road Transport 3.1** 6.5"* 46.7 3.1* 
* + o.o

Total Boo.5 88r.2 9o.8 707.7 + 13.1
*'Included in Road Transport Exchequer ftsvenue in vear totzf t3 is an amount of Lshs 23.7 Mil)ion
(Kshs 269.5 milljon in zottltz) collected b),Distrjcts rc)a1rng ro Court lrines, Liquor licences, and other
collections banked in the Registrar of Motor \uehiclcs ilccount 'l-hcsc rn,ere remitted to the Exchequer
thr,rugh the Traffic Revenue Accounl.

Customs Services Department (CSD)

Customs Services f)epartment coliected Kshs. 258 7 bjllion against a target of Kshs.
296.7 bjllion, thus registering a perfornrance rate ol 87.z percent and a re\/enue grortth
of 5 9 percent. The revenue performance in the deparlment u,as negatively affected by
decline jn oil import volumes, r,r,hjch lesulted in a nrarginal gror,r4h of 2.4 percent in
petroieum taxes compared to 2ortf zotz.ln addition. trade taxes recorded a depressed
grordh of 5 4 percent as a result of subdu€d grorvth (S.B percent) in the value of
dry'/non-oil imports. Within the same period, the nurnber of containers landed for home
use declined by 1.1 per cent from fi2.773 Trt,en$ Foot Equivalent in zo::f tzto t7g,34o
in zotzlt3.

Domestic Taxes Departmer-rl (DTD)

Donlesttc'Iaxes Department collected Kshs. 538 7 bjllion against a target of lGhs. 578.o
billion. regrstering a performance rate o{ 971.2 perccnt and revenue gro,n'th oi r7.o
percelrt over the financial )/ear 2ol tf zotz. Desptte the revenue gro,n,ih, re\/enue on
soltle of the tax heads \^/as ad\/crsr':lv affected bv tax polict,changes. lndjrect taxes gre\^,
bi' to 3 percent compareci to thc same period jn zcl tlzotz. I)ontestjc \/alLre Added-'l-ax
r^,'hich contrjbuted 6.q pet'cerit of the jndirect taxes caleqor-r, r'egrsterecl a gror^,.th of to.r,
attribLrtab)e )argel1,, to the non-r:nactnrent of thc \iA'l'Iljll er,'en that -signiijcalt r-eyenue
\vas expected from its intplenrentation. lndiret:t taxes rn,erc iilso negatii,elr,underntined
llv shift itl consunrption paltclns for bccr ancl cigar-cltt,'s fr-onr br;rirds rn,ith hrgher tax
rates 1o brands rr,tth a ]orver or 7.(.t-o 1ari1I.

-t I



KENYA RI1\/llNUE AIITH OIlll-Y

Road Transpor'1 Departnrent (Rl'D)

RTD collecterl Kshs 3.r brlljon against a target of ]Ghs. 6.5 bi)lron, registering a
performance rale of 46.7 percent. R']-D collectjons accounted for o.4 percent otthe t&al
re\/enue collectiorrs for the financial >)ear 201212c:'3.

KEY ACI]IE\/I]M ENTS IN THE F]NA}ICIAL YEAR

ReaJ Estate Pro.jecl

KRA sustained trrtp)ementation of a comprehensjve compliance strateg)/ to ensure that
all rental propertv o\^ners comp)i, rt,ith requirements to pay taxes on rental jncorne as
stipu)ated in the lncome Tax Act. Kel,prioritjes included creating a\^/areness on taxation
of the sector. identrfvjng and profiljng non-compJiant landlords and developers and
using jnnovative altproaches to gather inforntatjon on real estate. During the year, the
Authoriq' undertrtok comprehensjve pub)iciry and marketing actir.itjes t; create
a.\^/areness and prorlote voluntaD/compjjaxce among taxpayers. Thjs,n,r. done through
the pub)ic medra ard infonnatjon packs. u,hjch ,n,ere uploided on the KRA rvebsite. KIii
profiled a total of 613 landlord-s and proper\, flsvgl6pers wherebl, p.5.. 983 6 rnjllion
r,r,as rea]ized .

KRA also develctlted a cotxprehensive comp)lance strategy, r,r,hich is uncler
imp)ernentatiott.'l'he slratesrr involves creating a\^/areness on taxation of the sector.
identiff ing ancl prolrJrng non-comp)iant landlords and developers, use of third party
informat jon and rntel)igencc information, nrapping of targeted areas and enfor."-.ni
actions including use of a.qcnc\/ not jces and caveats.

Authorised Econon-ric Operator (AEO)

l'his is a Wolld Custonrs Organization (WCO) standard concept, which involves giving
preferential treatntent to traders and thejr clearing agents, rrho o\/er a period of t;,nE
have proven to be reliable and compliant rt,ith .urto-s procedures. a total of 33 nert,
operators rn'ere registered in zotz/r3, bringing the total number of operators lo 79, a
positive grortth o{ 7z% o\/er 2orr/rz. During this period, the value of goods impoited
through theAEO's t,r'as Kshs. Brt billjon, rvhich rn,asLo% of total value of imports.'

Enhancentent <lf l{'l-D sen.ices

During the vear. KIt-'\ enhanced the Road Transport sen.ices bl,,partnerlng *,ith the
National lJanl< t:1 I''r'ttta (NRK) 1-he partnership has epabled iarpayers rene\^,their.
rlrjVlns ltcences tr''t1htn thc bilnk's-branches cour-rtnzu,jde. This has .great)1,inrpro,ecl
se n,jce deliver), bv tlcr:orqestrng the bankjng hal) at l-jmes Tou,er.
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RE\'ENUE AD]VIINISTRAI-ION IrIFORM
PnoGRAI\4I\{ E ( I{ARM p) INI',rhTn/t1s

ANTI) M ODERN]ZAT] ON

KJ{A contjnued to scaie up reforms thror-rgh the Revenue Adminjstration Reform and
Modernizatron Programme (RARX4P). Ke1, 1.1orrn measures intplemented during the
)iear included:

Integrated Ta-r Inanagement S1,51sm (iTa;) & Payment gatervay (PG)
rTax is a domestic Taxes system jnitiated in the ,year 2o)2 to provide users with an
integrated rrier,r'of a taxpayer, r,vhich r,r,as not possib)e u,ith the prer.ious S)/stem. Tested
products rt,ere pjloted in the ),ear jncluding the iPage, selected returns and the payment
process. Though the full roll out process has not been executed, taxpa1,s15 are able to
register, file tax returns online through rTax and make onljne payments using the
Pa1,vn.n, Gateu,ay S)/stem. The completed modules, which are under implementation.
rnclude Taxpal,sp Registration (TRE), Tax Returns Processing (TRP), bank collectjons.
securt'tt, management and taxpayer senrices. During the year, KRA successfu))1,
implemented the Pa)/ment Gatertay system to facilitate electronic payments of taxes. A
total of ro banks vvere integrated successfully ruth PG to support e-payments.

General Packet Radio Services (GPRS) - Electronic Tax Register
KR{ is enhancing the Electronjc Tax Register s)/stem to enable data transntission to a
central sen/er through GPRS to facilitate remote monitorjng of ETR usage. The
ittterconnectjvjtv facjlitates tM/o-\^ray communicatjon betu,een taxpayers and KRA. The
enhancenrent enables faster processing of VATrefunds through real-tjrre reconciljatjon
since a bu1,s1'5 PIN is captured into the El-R and sent directly to KRA b), the seller.

SIMBA S),stem Upgrade
The SIMBA is an ott-ljne systenr for processing electronic declaratjons for cargo
clearance. KRA injtiated efforts to upgrade SIMBA to improve its perfor-u,-,ce io
provide internal capaciS, to interrogate declarations. 1-he upgrade rn,ill improve s)/stem
stabiliq, attd securitl,, increase availability and be integrated unth other syJten',s iri Xla
a)lorn,ing for a sing)e rrieu, of the taxpayer.

M anifest Management System
KRA implemented the Manjfest Management System (MN4S) to facjljtate the )odgement
of a common manifest by shipping lines to Kenya Ports Authoritl, and Kenva Revsnug
Authoriq, hence searn)ess)1,allou, for a sing)e rriern,of importers data. During the year
2o12f 2013, the Authorjtv jrnplenrented Phase 1l of MMS r,r,hich focused on exports and
airfreight cargo.
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Shorl Messaging Sen,ice (Sn{S)
KJIA implemented a short messagrng sennce (sN4s) to enable taxpal;g15 to obtajn real
tjme notjficatjon on status of documentatjon for driung )jcences, logbooks and cargo
ciearance, through mobile phones.

Excise Management
KRA jntroduced a modern automated svstem for the real time monitoring of the
production of excisable goods. The s1,51sm uses enhanced paper stamps. rn,hilh has a
digita) code that enables the tracing of stamps and excjsable'goods uiong the supply
chain. Based on enhanced securih, features, retailers and listributori have b;.;
provided tvith a der.ice that enables thenr to validate the stamps and the products before
accepting them into their djstribution and retajl outlets. This s1,51sm addresses varjous
c-hallenges experienced in the old excjse s),Stem including counterfejting of stamps,
difficu)t1' jn the use of stamps as a tax accounting tool, the lack of appiopriate and
affordable mechanism to enable consumers and djstrjbutors to authenticate ihe stampsto assist in enforcement, and inadequate market verification and monitoring
arrangement to ensure compliance.

OTHER ISSUES

I nternational Cooperation

KRA signed a Mentorandurn of Co-operatjon u,ith the South African Revenue Authoritr,
(SAIIS) in Decembel zotz. 'I'he rneirorandum rvill facjlitate exchange of informatioir
and be.st practices on re\/enue modernrzatiorr; prorrision of technicil assjstance and
develollment of contmon approaches tor,r,at'ds risk profi)ing and assessment.

Corporate Soci al Res^ponsibili\, ( Cslty

Corporate Social Responsibility is a prerequisite for good corporate leadership and
go\/ernance and as such is deeply rooted within KRA'5 core yalues. The focus flr the
CSR programme has a]u,a)us targeted to stipport ),outh injtiatives and the under
privileged in socieq,.

l-o this end, KRA held several outreach programmes targeting the neighbori;g
communities and made cash donatjons total)ing I/rsh. r.B rnillron, to five childrei's homE
and one .school for the blind.

I.l

,l



Kf,NYA RE\/ENUE ALTTFI O R] I-\'

'Ia;rpavers' Week

KRA annuallv honours taxparzers for thejr contjnued cxernplal,contributjons to
gorrernment re\/enues and unr,r,averjng dedication to natjon bui)djng. The erient
provides an opportunifi, for KRA staff to conduct ta.xpa_r,er educatton through tax cljnjcs
and lectures to stakeholders jn an effo11 to create a\^,areness and enhance comp)iance.
The taxpa)i€rS' u,eek for FY 2ot2/2013 rn,as held jn October 2013, culminating with
feting of comp)iant taxpairers by hts Exce))enc1, the Presjdent on1'uesday zznd Oitober
2O13.

Tax Clubs

The Authority introduced the School Outreach programme through u,hich, school tax
clubs r,r'ere estab]ished in various secondan,schools across the country. The students
rn,ere taken through the introduction to taxation and the intporlrn.. oi the school tax
clubs. The students r,r,ere also activeli,engaged in tax debates.

Implementation of the Constjtutjon of Ken1,2 2o7o

During the period under rerrieu,, the nranagement commjttee. mandated to ensure all
arms of the Authot'iq,.ornrr,y r,rrith the requirentents of tirc Constituljr)I.t 2oto, carried
oul structured sensitization sessioi-rs to all staff in head office and all the stations. In
addition, the tealn u,as able to identifv various processes anrl )egi.sJations rt'ithirr the
AtrthoritY that reqrrit'e rea)ignr:rents to conlornt to the const jtrrtional rcrluircments.

Kerrya School of Revenue Administration (KL.SRA)

KIISRA of1'ers trainirrg to staff and those fronr the }iast Afrjcan Conrnrurritl, pggje1, on a
regu)ar basis. A Mernotandum o1'Under.standing (Mot-l) rn,as signed rvith fire University
oi Nairobi for KESRA to offer certificate antl post-graduate dip)onras in tax matter.s.

Humarr Resotrrces l{eviera, zotz f zot,.1

One of KI{A's strategic objectives jn the 5th Corporate Plan (zotzlzot3to zot4lzor5) is
the creation of a rt,orkforce that adhere-s to KJLA core values and vjsion. and upgrade of
the u,orl< enr.ironment to enhance staff morale. efficjeltC)/ and effectirreness.
During the 1,g21 2ot2f 2to13, KllA focu-sed on the clevelopment of a professiola) teanr,
cleating an enabling u,ork enr.ironment to facjlitate attraction and retentron of qualir_v
staff, enhancement o1 a culture that supports core values. impJemcntation of }iuman
l'esources best practice and capacitl brrjlrling Sontc of thc l<cv activiltr:s undertaken
\^,ere as follorn,s:-

.l
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.. Job Eva)uatjon and Skills GapAnalysis project

](RA commettced imp)enrentatron of a neu,organizational structure u,hich coiJapsed the
grades from t6 to ro. Other ke1, aspects of the project to be implemented rncjude the
adoptlon of a broad band salan,structure. adoption of ngh, lot tjtles. con,ersion of
managers'terms of service from Permanent to Contractual terms and rer,rer^, of trajntng
arrangements u,rth a rrierr,to majntain effectjve staff development

Table r:KRA StaffCompiiment as at end of 3osJune zol3
Department Number of Staff Percentage of Totai Staff

Custonrs Sen,'ices ),445 30.2

Domestic Taxes 1,4O4 294

Road Transporl 192 4.O

Headquarters 306

Graduate'l'r;rrnees )'71 s.B

Total 4,783 1C)0

1,465

a Staff Motir,;rtional and \Arelfal.e prograrnmes
KRA corrtjnues to adtlrt:sl; stalT motivation through provisjon of \/apous facjlitjes
rnc)uding house rttrrrtgage. car loans and )ap top loans and a comprehensiye
medjcal scheme. Management also implemented various u,elfare piogrurr-.,
inc)uding tealr building events and health promotion events such as heilth talks
on HIV/Aids. Alcohol and Drugs Abuse preventjon among others.

H fV Mrorkpl a ce Programnres
'l'he objecttve of the programme is to establish HIV u,orkplace intel,entions and
provi<le effectjve JJIV management skills in the r,r,ork plac.. A.tj..iti.s undertakenjn the )'ear jnclude Voluntary Counselilrg and Testing (VCT) Sen.jces. Behar.rour
Change Comtnuntcation actir.ities ,rno,.,g staff and Ilehar.jour- Change
Contntunication ar:tir.ities for the youth.

Disabilin, N{ ainstr.ea rr-rinq
ln the t'eal'. Stafl r^,'ere sensrtiz,ed or"i prorasior-r of sen-ices to per solr-s rr,rth
Disabilities ln addition. some of the Staff rryere trained on sign )an.qr:age.

G er r d er' l\11 :r i r-r strca nt i n.g
I(RA slrlYes lrl mecl the Constjtutional benchrrarJ< ol 3o percent gender
t'cpr-escntatton. 'forn,ards this encl. a po)ic1, o11 Gender.N4rrrpstreanti;g r,,,ts
l'eVit:rr'ecl lO ttlt'ltlclel ltt'ovisions fol' r,r'or-1,, place gencler base<l r,j,le,c. an,i- StofI
st,nsili.scrl rrtr thr. s;rnrt,

a

a
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Prevention of Drugs and Substance Abtrsc
KRA imp)emented measures to asstst stafl jnvolved in substance abuse to access
rehabilitatron r^,.ith a vieu, to enablin,q them r:ontribute positive)r, at the

t,r,ork p)ace. Actir,rtjes jncluded. sensjtjzatjon. holdjng of support group meetings,
counse)ing and rehabjl jtatjon.

Competencv Development
Competencv programmes undertaken during the vear jncluded skills and
competenc), needs assessment. evaluatjon of courses altended by staff and
imp)emeritation of the Graduate Trajnee Programme. A total o{ 2,595 staff r,r,ere
trained at a cost o1 Kshs. zt million.

t

Coaching and l\{entoring
A total of 833 staff rvere trained on coaching and mentoring during in the year.
Training of Trajners \^ias lmplemented to facilitate the trajning of coaching and
tnentortng for ljne managers. Pairing of coaches and mentors \^,as also
imp)enrented.

Ft I't'I it{}. O t.t"rl.ooK

lr; llrc conring )/ear 2ot3/14, KRA ra,ill contiriue rt,ith the imp)ernentation of i{evenue
I:.nhanccrrent Injtjatives (REIs) under the Fifth Colporate Plan to ensure rea./enue
l,rrgels are ar:hieved at:cl customer senrjce improved. Some o1'these in jtiatives inclucle:

i'l'ax irnplementatiolr and roll out
'l hc proce.ss r,r,hich comrnenced in the previous financral )/ear is ongoing. rt,ith
inrplr:nrentatiorr of the outstanding Modules. B), January 2cr4 ali Large and Medium
t:rx1,lavers i,r,ill be expected to file returns online through rTax, generate electronic
pa1;nerrt slips and pay taxes through Payment gaterral, (PG) through the apJrointerl
ag,ent banks.

Sinr ba Transformation Project
'l'lre upgrade of the Sinrba sl,stern rn,ill continue in ordel'to integrate Simba u.ith other
l(11,A s-t,-str.:tns including the Irrtegrated Tax J\4anagentent S),stem (ilax). Parrlnent
gatt:nav anrl other stakeholder st,stems. Once implemented. the Simba s),stem r,r,jlj be
;rhle to ('r ()ss'relerence u,jth the database irt rTax.

I):rla \\/are house, Business Intelligence and A:ralvtics (D\ /&IlI)
l)ata js critjcal to the operation oi an1, business. E,ach vcar KRA processes )argc volrrmes
of rlata {rc.rnt 1ax relurns. <'an-ies out rnillions of traltsar'1rols. r'cccives thousancls of
t'nr;rtls attd photte calls. In addition, KllA also receir/es se\/et-al cl;rta scts front thjrds
lr;tt'ttel. K]l.r\ tn.rll nse the I)\A/&Bl and Anah'tjcs fo:'deci,.jon nta)itn,q arnd rr,jll ther-efor-e
('onr nrcr('(' ])r-occss of sr:ltirrg u1t the D\Al&lll sl,stent.

- l7



KRYl i,r'ill al-so cont;nue to le\/L'r-:rge on ihrrci p;-.r-0, in[ornratron anr] suppor-ting iT scluiron.s for
cnhanced re\i enue colicctior, ani stre-.nrlrirr:ri r e\i er-rLje ;rrJ r,-rinr.stration b), aci d i-essing speci[r c

operatlonal challenges such a.s lo',t, cor,'r1r)i.,r-.,ce, tax erzasion, and need [or an elfective
. pei-formance management system.

Ii'l obil e Paym en t G a tevray

KRA rvill provide a payrnent option tJrrough the mobile phone systenr. The Mobile banking and
pavment systems is being set up by integrating the Payrnent Gateway with rnobile banking
operators to facilitate taxpayers ntake pa)inlents through mobile money technologies such as
MPESA and Airtel Ir4one1, among orhers

CONCLUSION

In the Financjal Year 2012/2013, KR/ realj.sed revenue jncrease of Kshs. 93.1 billion reflecting
13.2 percent growtlr. The revenue target for the financjal year 2013/2014 is quite ambitious at
Kshs. 973.5 billion, of rn,hich Kshs. 91?.:l billiorr (94 per cent) is Exchequer revenue and the
balance of Kshs. 67.2 l:tlliorr (6 iter cent) reptesents the various Agency revenues that I(RA
coliects. The estimates for 2013/ 14 requrre that r-evenue gro\^/s by 27.6 per cent which r,r,ill
require highly concerted efforts to addrcss tirt challenges that continue to negatively impacL on
revenue generatiOn.'l-he Ar-rthoritl, ha-s cor.r'rt ult rrriih rcvenue enhancement strategieS tO enSUre
delivery on the cx]lectarjorrs.

ln conclusir.rn, J v',ish to thanl< the Board ol Drrector.s, l(l1A Management and all staff for their due
diligence and hard rarork,',r,hiclr has enabJeci tJre Authority to close the financjal year,"r,,ith
commendable resuits. lal.so thank the CovernmL,nt through the National Treasury, for according
us strong support both rnoially and [ini:ncja)11r. l,a.stly, I thank a]l our taxpayers Ior Lheir
urlwavering support, vvithoul r,vhir.h \^/e \^/ould rrot have achic:ved our objecfives.

Tul ipe U shu ru, Tuj i teg e m ee !

f . K. Njiraini, MBS

COM M ISSI ONL-R G EN EI{A I

29tl' October' 201.1
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S1'A 1'}.,N4 EN T O N C O ]TP O I{A]'E GO\'ERNTANT CE

f
- Corporale gorzernance js the process and structure used to djrect and ntanage the

bustness affairs of the Authoriq, jn order to enhance prosperi[;. corporate performance

and accctunting. The Board of Directors is the supreme forum for formu)ating and

interpreting po)icv and charting out the road map for goal attainment inc)uding plans of

action.

The Board of Djrectors is responsible for the go\/ernance of the KRA and js accountable

to the N4injster for Finance to ensure compliance r,r,ith the KRA Act, best practice anci

busjness ethjcs. The Djrectors altach great importance to the need to conduct the

business and operations of the Authority with integriqr, professionaljsm and in
accorda n ce rvith generalh, accepted international corporate practi ce.

The Board's respolrsibiljtjes are broad)y set out in the Kenva Revenue Authorit_v Act,

CAP q6g Section 6(6) and jnclude:

. Reviern, and approval o1 the po)icies of the Authoriq,.

. Monjtorirrg performance of the Authority in carry.ing out jts functjons.

. Discipline and control of all members of staff of the Authoriq,.

f'he Board meets on a monthll, fs51. to rerrier,r, management perforntance including

revenue collectjon. operational jssues and future planning. The Directors are given

ap;rropriate and timely jnformation to enable them maintajtr full and effective control

orrer strategic, linancia), operationa), revenue and compliance issues. Al) the non-

executive Directors of the Board are independent of Management and free frorn anv

busjness relationship that could material)y interfere rvith the exercise of thejr

independent judgment.

Conrmittees of the board
The Board had five standing committees during the 1,g3p, u,hjch met regularl), un6".,,.,.
ternts of reference set out b), the Board. l'hese Committees \^/ere;

a) Staff Comn'rittee
'fhe Cotnntinee is responsible for monitoring and appraising the perfor"r.n;lnce of Senior

A4anagentent, retrietving of hurnan resource policies. approval of remunerat jon po)icv fot'

c'ttlp)o1'er:s. and rlaking reconrnlendatjons on Sen jor N4anagentent appclntnrents to llre
lloard.'i'he Cont nt it tce nt eets qua r-ter)\, and t he 14entbers \^,et-e;

N4 r' Sa:rrrr:J ()ichtgi (Chatrper.son)

N4 rs Phr'lljs I(anclic (Chairperson)
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14r. Itbuga Karjithj

i',,1)r ]ttiabi K Regjnah

l\4 r. Jame-s Getuno

A4s Mercy Kamau

I\4r Zebedeo John Opore

The Attorney Genera)

b) Finance Committee

The Finance Committee rerriervs the Authority's annual budget and is responsible for the
fjnancjal po)icies of the Authoritlr. The Members rvere;

N4rs Phy)lis Kandie (Chairperson)

Amb. Hassan M.S. Bagha

14r Samuel Gichigi

It4r Kibuga Karijthj

N4s Ii4ercv Kamau

Ir4, Joseph Kjnyua (A reprcsentative from Treasury,)

c) Board of Trustees Committee
'fhe Board of Trustees is charged with the overalJ supen ision, management and
adnr jnistratjon of the KRA Staff Pension Scheme. The Comrrittee meets quarterly and
the N4embers \^/ere;

Amb Hassan M.S. Bagha (Chairperson)

Dr. Krtjabj K. Reginah

I\4r Sanruel Gichigi

14s. N4erc), Kamau

,l) Procurement and Disposal Oversight Comnrittee
l'he Contnrittee is responsible for vettjng the award of contracts bi, management and
ensuring that the procurement regulations as pror.ided for b1, cap 3 of the public
Procurement and Disposal Act. 2oo5 are compiied rn,ith. The Committee meet-s monthlv
attd thc' l\4 enrbers \^/ere:

-20-
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,.,' 
.,. D, Kitiabi K. Reginah (Chairperson)

Mr. Kibuga Karjithj
j\4r. Zebedeo John Opore

Mrs. Ph),llis Kandie

Mr. James Getuno

e) Audit Committee

The Commiftee is responsib)e for rerrieurng audit reports, compljance with relevant
laws, procedures and standards, qualjb, of financral reporting and oversjght on internal
controls among others. The Committee meets quarterlv and the Members \^/ere;

Mr. Kibuga Kariithi (Chairperson)

Mr. James Getuno (Chairperson)

Dr. Kitiabi K. Reginah

Amb. Hassan M.S. Bagha

Mr. Joseph Kinyua (A representatjrre from Treasutr/)

f) Strategy, Policl, and Research Committee
The commjttee is responsib)e for rerrjerving the AuthorjN's strategic implementatjon of
the corporate Plan and Reform Programnre. it also sen,es as a forum to encourage
contjnuous research and rer.ier,r' of tax poljcl, proposa)s; and regu)atory framework for
revenue collection. The Cortrmittee meets quarterll,and the members were;
Mr. Kibuga Kariithi (Chairperson)

Amb. Hassan M.S. Bagha

Mrs. Phyllis Kandje

- 2l
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S l'Al'E M ENI- O Ij n1t Af\IA GEI\{ ENTT,S Il ES p O N S I B ILI TES

I'he Kenya Revenue ALrthorily Act requires Management to prepare financial
statements for each financjal year rn,hich give a true and fair view of the state of
affajrs of the Authority and its operating results for that year. It also requires
Management to ensure that the Authoriry keeps proper accounting records
rn'hich disclose, r,r.ith reasonable accuracy, the financjal position of the
Authori[r. Mana8ernent is a]so responsible for safeguarding t]re assets of the
Authority and maintenance of adequate system of internal financiaj control.

Management accepts the responsibiliq, 1o, the annual financial staternents,
r^"Itich have been prepared using appropriate accounting policies supported b,,
reasonable and prudent judgments and estimates, in accor.dance rt ith
International Irinanr:izrl Ileporting Standards and the requirements of the
Kenya Reveltite Authori[, Act. Management js of the opinion t],rat t]re
finarlcjal statelnents give a true and fair viert, of the state of the financial affairs
of tlre Authority and of its operating results for the year ended 39tl June, 2o)3.

Nothing has come to the attention of Management to indicate that the
AuthoriQ' u'ill not remain a going concern for at least the next ht,elve nronths
from the date of this statement.

J. I(. N.IIITAINI, ]\,IRS

C(]M n{ ISSI ON EII cllN IrtL\L

2()'t-tt OCI'OB I..Il, z o r ;3
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KENYA NATIONAL AUDIT OFFICE

REPORT OF THE AUDITOR-GENERAL ON THE FINANCIAL AND REVENUE
COLLECTION STATEMENTS OF THE KENYA REVENUE AUTHORITY FOR
THE YEAR ENDED 30 JUNE 2013

REPORT ON THE FINANCIAL STATEMENTS

I have audited the accompanying financial statements of Kenya Revenue Authority
set out on pages 23 to 40, which comprise the statement of financial position as at
30 June 2013, statement of comprehensive income, statement of changes in
equity, statement of cash flows and the Authority's Tax Collection Statement 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 Sections 14 and 8 of the Public Audit Act, 2003. 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.

Management's Responsibility for the Financial and Revenue Gollection
Statements

Management is responsible for the preparation and fair presentation of these
financial and revenue collection statements in accordance with lnternational
Financial Reporting Standards and for such internal control as management
determines is necessary to enable the preparation of financial and revenue
collection statements that are free from material misstatement, whether due to
fraud or error.
The management is also responsible for the submission of the financial and
revenue collection statements to the Auditor-General in accordance with the
provisions of Section 13 of the Public Audit Act, 2003.
The management is further responsible for efficient and effective collection of
taxes on behalf of the Government, in line with the Public Finance Management
Act, 2012 and the Kenya Revenue Authority Act (Cap 469) of the Laws of Kenya.

Auditor-General's Responsi bility

My responsibility is to express an opinion on these financial and revenue collection
statements, based on the audit and report in accordance with the provisions of
Section 15(2) of the Public Audit Act, 2003 and submit the audit report in
compliance with Article 229(7) of the Constitution of Kenya. The audit was
conducted in accordance with lnternational Standards on Auditing. Those
standards require compliance with ethical requirements and that the audit be

1
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planned and performed to obtain reasonable assurance about whether the
financial statements and revenue collection statement are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements and revenue collection
statement. The procedures selected depend on the auditor's judgement, including
the assessment of the risks of material misstatement of the financial statements
and revenue collection statement, whether due to fraud or error. ln making those
risk assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation of the financial statements and revenue
collection statement in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Authority's internal control. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the management, as well as evaluating the overall
presentation of the financial statements and revenue collection statement.

I believe that the audit evidence obtained is sufficient and appropriate to provide a
basis for my qualified audit opinion.

Basis for Qualified Opinion

1.0 FINANCIAL STATEMENTS

1.1 Motor Running Expenses

The financial statements of the Authority as at 30 June 2013 reflect motor running
expenses totalling Kshs.178,307,000, as disclosed in Note 6, out of which an
amount of Kshs. 57,567,011 was paid to a firm for the supply of fuel for motor
vehicles and generators. However, there was no evidence that any contract
agreement, for a specific period of time, existed between the Authority and the
firm. There was also no evidence that the firm supplying the fuel was identified in
line with Public Procurement and Disposal Act, 2005. ln the absence of a contract
agreement, it was not possible to confirm the propriety of the fuel expenses
totalling Kshs. 57,567,011 incurred for the year ended 30 June 2013.

1.2 Land without Title Deeds

The financial statements of the Authority reflect land and buildings with a net book
value of Kshs.9,066,467,000 as at 30 June 2013, as disclosed in note 8(i).
lncluded in the Kshs.9,066,467,000 are fifteen (15) parcels of land, in various parts
of the country, valued at Kshs.373,000,000 with buildings valued at
Kshs.829,050,000, which were transferred to the Authority by the Government at
inception in 1995. Further, excluded from the net book value of
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Kshs.9,066,467,000 are three (3) parcels of land in Mombasa, Embu and
Machakos Counties, which have not been valued and which were similarly
transferred to the Authority by the Government in 1995. These eighteen (18)
parcels of land do not have title deeds. The balance further excludes another
parcel of land in Taveta County which also has not been valued and does not have
a title deed, and another one in Shimoni, Kwale County, which is registered in the
name of East Africa Common Services Authority. Although according to
management, these parcels of land are at various stages of registration with the
Commissioner of Lands, it is not clear why it has taken management inordinately
long time to obtain the ownership documents. ln the circumstances, it has not
been possible to confirm the ownership status of the 20 parcels of land, and that
the property, plant and equipment balance of Kshs.12,154,722,000 is fairly stated
as at 30 June 201 3.

2.O REVENUE STATEMENT

2.1 Gustoms Revenue Collection

2.1.1 Diversion of Transit Goods into the Local Market

During the year under review, the Authority collected Customs revenue of
Kshs.220,307,000,000, as per the attached revenue statement. However,
evidence available indicates that various goods which were imported from the
regional market were delivered and received at the Consolidated Tea Transit
Warehouse Number TMSA 138, in Mombasa. However, there were no exit reports
or export certificates indicating that these goods, with a Bond in Force of
Kshs.7,300,488 exited the country, as required under Section 104 (7) and 104 (16)
of the East Africa Community Customs Management Regulations 2010. There was
also no evidence that taxes payable on the diverted goods were paid to the
Authority, and consequently, the Government may have lost revenue amounting to
Kshs.7,300,488.

2.1.2 Uncancelled Security Bonds

Further, evidence available indicates that various transit goods with Bond in Force
of Kshs.22,784,480.20 were imported through the port of Mombasa and cleared
through the Consolidated Tea Transit Warehouse. However, there was no
evidence that these transit goods were exported. Further, the bonds executed as
security on these transit goods had not been cancelled and realized into revenue
by the Authority, even after the twenty one days from the date of entry provided by
regulations, had expired. The Government may have lost revenue totalling
Kshs.22,784,480.20, in the form of the uncancelled and unrealized security bonds.

3



2.1.3 Transit Goods Not Accounted For

ln addition, evidence availed for audit review indicate that transit goods with a
customs value of Kshs.8,696,960 were received into the Consolidated Tea Transit
Warehouse number TMSA138, in Mombasa. However, there was no evidence that
these goods, which attracted import duty of Kshs.524,708 and Value Added Tax of
Kshs.419,475, were exported to their respective destinations, contrary to Section
85 (3) of the East Africa Community Customs Management Act, 2005. The
Government also may have lost revenue of Kshs. 944,183 related to these transit
goods which may have been diverted to the local market without payment of duty.

2.1.4 Diversion of Tax Exempt Jet Fuel into the Local Market

Records maintained in the Simba system 2005, together with those maintained in
the Customs Oil Stocks lnformation System (COSIS), revealed a variance
between the quantity of Jet fuel received at the Kenya Pipeline, Moi lnternational
Airport Mombasa and the quantity of fuel drawn as per the striking entries. This
overdrawn fuel, whose total Bond in Force (8.1.F) was Kshs.19,734,562.55, had
been imported for local use and was duty exempt. ln addition, fuel with a B.l.F of
Kshs.798,254,332 had no ex-warehouse entries in the Simba system and no
documentary evidence to indicate that they formed part of the stock held at the
time of the audit. Further, the Simba system reflected balances of stock with B.l.F
of Kshs.50,042,754.96. However, no documentary evidence was availed
confirming the existence of the stock balance. The Government may have lost
revenue totalling Kshs.868, 031,649.50 related to duty payable on fuel which may
have been diverted to the local market without payment of duty.

2.1.5 Diversion of Transit Tea into the Local Market

Records maintained at the Tea Transit Warehouse (TTW) number TMSA 078 in
Mombasa, and in the KRA Simba 2005 system indicate that tea with a total Bond
in Force (BlF) of Kshs.22,028,676, imported from the regional market in transit to
foreign markets, was delivered and received in the warehouse. However evidence
that the tea, which was not in the warehouse at the time of this audit, was
transferred to other TTWs or exported as exit reports or export certificates in
support of the movement were not availed for audit verification.

Further, tea with a BIF of Kshs. 10,793,691, which had been imported from the
regional market in transit to foreign markets and warehoused at the TTW, was still
outstanding in the register number 59, maintained by the warehouse operator. The
customs duty on these warehoused goods has not been accounted for in the
revenue statement for the year ended 30 June 2013. The Government may have
lost revenue of Kshs.32,822,367 related to these transit goods which may have
been diverted to the local market without payment of duty.

ln the foregoing circumstances, it has not been possible to establish that customs
revenue totalling Kshs.931,883,167 was collected by the Authority and that the
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revenue collection totalling Kshs.800,510,000,000 is fairly stated for the year
ended 30 June 20'13.

Qualified Opinion

ln my opinion, except for the effect of the matters described in the Basis for
Qualified Opinion paragraph, the financial statements and the revenue collection
statement present fairly, in all material respects, the financial position of the Kenya
Revenue Authority as at 30 June 2013, and of its financial performance, its cash
flows and the revenue collection summary for the year then ended, in accordance
with lnternational Financial Reporting Standards, Public Finance Management Act,
2012 and comply with Kenya Revenue Authority Act, (Cap a69) of the Laws of
Kenya.

Edward R.O. Ouko, CBS
AUDITOR- GENERAL

Nairobi

2 May 2014
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KEI\ryA RE\'EN UE AUTH ORITY

STATEMENT OF COMPREHENSNTE INCOME
FOR THE )aEAR ENDED 30 JLrNE 2013

NOTE
INCOME

Agencr, lncome
Other I ncome

Staff Enroluments
Other Operating Expenses
Depreci ation a nd Anr ortj.sation

3
4

2O72/2O73

Kshs'ooo

2077f 2Ot2

Kshs'ooo

1o,648,331
r,277358

73,2O1,23O

1,517,295

t4 r8 2 11,92 5,689

EXPENDI'TURE

B,4t7,7sS

3,O57,303
571,993

1 688 2 12,O 47,O5r

SURPLUS / (DEFICIT) FOR THE YEAR 1 o2 (12r,36,

'l'he Statement of Cornprehensive lncome is to be read in conjuctjon rn ith the notes to and
fornring part of the financial staternents set out on pages 2T to 40.

5
6

7

9,674,62t
3,393,863

6zo,z68

- 23-



KLI{YA RE\A:.NUII ALITHO RI'IY

STAI'EMEN,I' OF FINANCIAL POSITiON
AS A1':lo JIINE 2o1g

Non-Current Assets

Properlv, Plant & Equiprnent

Intangiblc Assets

Amount due from Treasurv

Securiry Deposits

Ctu'rentAssets
Debtors

Cash and Bank Balances

Current Liabilities
Creditors

Prorrisions

Net Cr:rrent Assets
Net As.sets

Represented by:
Non Crrrrent Liabilities
Contribution to Govt Pension Fund

Iiquity
Contribution by the Treasury

Accumuiated Fund

]{evaluation Reserve

Designated Fund

Major (Rtd) Marsden Madoka, EGH
Chairman

10

13

L4

15

NOTE

8

9

11

72

r6

17

8

r8

2072f 2oL3
Kshs'ooo

L2,754,722

36,r58

3,142,677

1,s81,8s2

17.3a5,449

707,875

3.O25.38s

3.7??.260

64t,876

t,274,Oi9

1.q15.q15

t,8li7,345
L9,L32,794

27,O34

12,892,992

L,563,4o5

4389,229
z60.na

19,ros,z6o

zottfzotz
Kshs'ooo

9,8r9,283

9,2L2

2,OOO,gO7

r,89B,zg5

ts,7z7,6gj

351,512

6sa.v6
r,oos.688
r,e36,39s

a4,964,oqt

tt,455,O96

548,270

2,64o,r85

zqt.a6z
14,937,O13

1.9rL32,794 14,964,092

I-he financial statements set out on pages23 to 38 were approved by the Board of Directors on 29tJr October zor3
and were signed on its behalf by: dr,ffi
J. K. Njiraini, MllS
Commissioner General

'lhe Statement of liinancial Position is to be read in conjuction with the notes to and forming part of the
Irjnarrcial Stalenlents set out on pages ?7 ta 40

428,43r
r,Brs,6sz

-24-
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)C.. --.,.1'A RL,\TENUE AUTHORNf'

STATEMENIT OF C}IANIGES IN EQUTTY

FOR THE )aEAR ENDED 30 JUNrE 2or3

NOTE Kshs'ooo Kshs'ooo Kshs'ooo

Contribution by

Treasury

Accumulated

Fund

Revaluation

Reserve

Designated

Fund

Kshs'ooo

r Ju11, 2912

Contribution Ior the year

Charge for the year

Dellcit for the Year

Net Fund.s Received

ro,403,305

r,o5r,79r

669,632 2,jo9,664

(6g,qzs)

( rzr,3 6z)

94,300

l99,762

Tota-l

Frurd

Kshs'ooo

r3,876,9 o l

t,o5t;79 )

(6g,qtg)

(rer,36e)

t9g,t62

At So June 2or2 r r,4.5.5,O96 548,27o z164ort85 2g3,462 r4,93 7. Ot j

Plior Penod Adju.stnrent r9

At r Ju11, eorz (Restared)

Contribution for the year

Charge for the 1,s2v

Deficit for the year

\et fund Morrentenl rS

459,33s

11,914,437

978,5€,r

(rq,6gS) r,84s,s9o

533,632 4,485,775

(g6,sq 6)

1 ,o29,773

293.462

(:'1.:2 8 )

2,29O386

17.227,3Oo

978,56t

(g6,sq6)

1.o29.77:)

(33,328)

\t 3o Ju-rre zor3
-t2,8yr99j_

r,5 63,4 o5 4,389,229

l-he Stalenrenl of Changes ir Lquitl, is to be reat.l in coniuction r+itlr the notes lo and Iornting part of the
iinancjal Statentents.sel ou1 on pag,es 2, 1o 4(,)

2 6o.r:14

-25-
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KLN)'A RE\aENUE AUTH ORIT]'/

._,irATET'ENT OF CASH FLO\A/S
FOR THE )'EAR ENDED 30 JTINE 2013

CASH F]-O\^/S FROT' OPEF.ATING ACTNTITIES

Surp)us / (Deficit) for the vear

Non- cash mo\renrents

Depreci al i on

Anrorltsat ron

Loss /(Ga jn) on disposal of Assets

lncrease in Securih, Deposits

()ncrease) / De crease in Debtors

Increase,/ (Decrease) :n Credrtors

Nel ca.sh flor,,,s fronr operating actiwities

CAS) I } LO\A7S T ]TO]\4 II\T\TESTING ACTIVITIES

Purchas,, ol Properll,, Plant & Equipment

Proccc'ds fronr sale of Properq,, Plant & Equipment

Nel cash flor,r,s from investing activities

CASH -TLO\^/S FROM FINANCING ACTIVITIES

Contribution bv lhe 'Ireasury

Decrease / (lncreasc) in designated Funds

zotzf zot3

NOTE Kshs'ooo

),o29,773

5gg,BB6

2 O,382

2.132

(Bg,s9z)

(l ,4zt ,zl4)

glo.lBz

zott/ zotz

Kshs'ooo

(tzt36z)

s67 sB7

4,606

(z,qzq)

(zo6,rzo)

743,982

Qsl,qbs)

B

9

72

r,o57,544

8 093,loz)

2.658

6q8,ssq

067,t72)

3,868

t7

rB

09t,oqq)

97B,56t

(33,328)

(z6g,goq)

1,051,79I

t99,t.62

Nel cash flor,r,s from finarlcing actiwities 945,233 1,25O,953

NT,']'INCIT.EASE IN CAS]] A}ID CASH EQUN/AIENTS 7,271 ,7 j3 r,r36,zo3

Crsh and cash equivalents at r Jull,zorz r,Br3.65z 6ll,qqg

CrlSI I r\ND CASI-I EQIII/AIENTS AT 3o JTJNE zor3 13 3,o2 5,:l85 r,8 r 3,65 z

'l-he Slate:ren1 of Clashllour-s j5 1o be read in con juction u.it| the ;otes to and 1oruritrg parl of t;e
lrrrrant ial .Slate:rcnls se1 oul olt pages 27 lo 40.
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I< ENryA REVE,NUE, A U'I'I T O RI I-Y

NOI'IIS l-O THE FINANCIAI, Sl-Al-Irl\4lrNl-S

], ESTABL]SHMENT

Kenya Revenue Authoritl, u,as cstabljshed bv an Act of Parlramenl. The Ken1,2 Revenue
Authoritl,Act, and CAP a69. 'l-he AuthorjD,'s oblectr\/es are the assessment and collection
of rerzenue, adminrstration. enforcement of lar^,s relating 1o and accounting for revenue
collected under the Act.

, S T-]l\4 MARY O F S I G N I FI CANT A C C O UAT-]-I N G P O LI C I ES

(a) Basis of Preparation
The financial statements are prepared untier thc hjstorjcal cost basis of accounting as
modified by the revaluatjon of certain jtcnrs ol properi\,. plant and equipment and fair
value adjustments to jnvestments. Thev are presenlecl rn Kenya Shi)lings (Kshs.)
rounded to the nearest thousand shil)ings and comp)1, u,jth the Internatjonal Financial
Reporting Standards (IFRS).

[b)Income Recognition
i) Agency Income

In accordance rt.ith the Kenva Revenue Authoritv Act CAP 469, income to the
Authoriq, is "such amounts not exceediDg 2yo a.s n'ra\/ bc deterntined by the Minister
each financialyear" of the tolal estjmated revcnue to be collectcd by the Authority on
behalf of the Exchequer. ln addition,lhe Authoritv is cntitled to a Bonus of 3% of the
sttrplus revenue collectecl above the eslirnales anrl al.so earns income from other
activities.

ii) Other Income
Interest Income is recognised on a timc basis al ihe clfcctii,e interest rate applied on
the principal amounts oul.st andlng,-
Rental inconte is recogrrised tli accrual basis.
Other incomes ale recogniscd rlhen earned.

(c) Development funding and a.ssel Conlribulions b1, the]'reasury
Contributions by the Treasury in forrrr of assets or fundrng for acquisltion of major assets
or development projecls are rccognized as a financing resen,e u,hen received. No
repayn-rent of the financir:g is cxpecled b), the Authoriq,

(d) Propert5z, PIant and Equiy)tnent
All categories of properh,, plant and cqulpmenl are stated a1 cost or valuation less
accumulated depreciation and anniral impairment losses. I)epreciation is calculated to
r,vrite off the cost or valualion of cach as.sct lo its re.siclual value rn,here applicab)e, o\/er
the expected useful life oi 1hc asscl ln cqual jnstalntents. A full ),eilr's depreciation is
charged in the ),ear of purchasc itut no c),ar,qe is made in thc 1,car of drsposaJ.
f'hc estimated useful l;fe rs .rs follorn,s -

I']lant & I\4achinery, 3r'cars
Irquipmenl/Furniture/Jriltings lJ .\,car.s
Boats 8 r'cars
Motor \lehicles .) \:e3rs (rr'tth a r o% r.esirl rra] r,;tlur:)
Comltuters :1, ),(.,ilrs
Colnputer Softu,ar e .l \.'eril.s
l3ur)rlrngs zl o \JClli S

l.easr:httlcl larrtl Ovct'lhe;e;.t;lini;g )r';tsr,,c,ri,rl



KEI{YA REVE,NUE AUTH ORITY

Gains or losses on properly, plant and equipment are determjned b), reference to thejr
carryzjpg value and arc taken into account in determining the surp)us / (deficit) for the
)rca r'

(e) Intzurgible Assets
Intangib)e assets consist of various computer sof[rryare systems purchased for use b1, the
Authority. The Authoritl, r'..otnises Intangible Assets acquired separately at cost less
accumulated amortisation. Amortisation is charged on a straight-line basis over their
useful lives as estjn-rated by management from time to time.

(O Translation of foreign currencies
Transactions in foreign currencies during the year are converted into Kenya Shillings at
rates ruling at the transaction dates. Assets and liabilities at the balance sheet date.
rt'hich are expressed in foreign currencies, are translated into Kenya Shillings at tl-re ratc
ruling on that date. The resulting foreign exchange gains and losses are recognized on a

nel basis, differences are dealt with in the income and expenditure statement in the
financial ycar in which they arise.

(g) RetirementBenefitsObligations
The Authority operates a hybrid pension scheme with a defined benefit section and a

defined contribution section for the permanent and pensionable employees. The pension
costs relating to this scheme are assessed in accordance with the advice of a quaiified
actuary. J'he assets of the scheme are held in a separate trustee-administered fund. l'he
cost of proriding pension and other post-retirement benefits for employees is charged to
tl-ie incomr: and expenditure account.

(h) Cash and Cash equivalents
For purposes of the cash flow' statement, cash and cash equivalents comprise cash in
hand and short-term deposits held with banks.

(i) Accrued Leave Days Provision
Employce etttitlentents to annual leave are recognised when they accrue to emplolzeg5 4
provision is made for the estimated liability for annual leave as a result of sen ices
rendered by the employees up to the balance sheet date.

(i) Inventories
All consumable stocks held for use in operations are expensed on purchase

3, AGENCY INCOME

zorzf zorg
Kshs'ooo

zorrf zot z
Kshs'ooo

Agcnct, Incorr-lc

Bonrrs
73,2O7,23O r o,648.33r

13,2O1,23O r o,64 8,33r
'l'he Agcncl, Ittcome and Bonus are provided in accordance rvith the provisions of the Kcpyir
Revenue Autl"roriti, Act CAP 469.
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. KEI{YA RE,VENUE AUTHORITY

, 4.OTHER INCOME

2O72f 2ot3
Kshs'ooo

zorrf zotz
Kshs'ooo

Road Maintenace Levy Commission

Petroleum Development Levy Income

Sale of Number Plates

Sale of Tamper Proof Seals

Pubiic Overtime

Document Processing Fees

Aviation Revenue Commission

Air Passenger Service Charge Commission

Sugar Development Levy Commission

Interest Income

Staff Housing Rental Income

Property Rental Income

(Loss) / Gain on disposal of Fixed Assets

Insurance Deductions Commission

Miscellaneous Income **

Salaries and Allowances
Staff Leave Days Provision

500,032

34.030

322,862

I 6.843

2,395

32,994
'11,'178

125,611

43,796

186,484

50,646

8,07 5

2,132

3,161

120,121

489,673

3r,898
287,497

37,563

3,942
29,400
63,ss7

69,2o3

43,t86
101,599

47,739
10,570

2,474

3,254

s6,4o3

71517 '295 r,277358
*+ Miscellaneous income consists of income from sale of tender documents, revenue
stamps, staff identitycards, PSV Badges, training scl-rool activities and road transit toll
collections.

s. STAFF EMOLUMENTS

zotzf zorg
Kshs'ooo

zar.f zor,z
Kshs'ooo

8,355,6o4
62,t53

8,4t7,756

9,485,940
r88,68r

9,674,62t
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KEIVYA RE,VENU E AUTH O RI]Y
6. OTHER OPERATING EXPENSL,S

a

2072f 2073
K.sh.s'ooo

zottf zorz
Kshs'ooo

Travelling and Accomodation
Utilities
Staff Welfare
Medjcal Expenses
Printing & Stationery
Rent & Rates

Consuitancy
Tax Payer Education
Computer Expenses

Training Expenses

Motor Running Expenses

Building repairs and maintenance
Scanner Expenses*
Office Running Expenses

Advertising & Public Relations
Insurance Expenses

Secretarial Expenses
Board Expenses*
Official Entertainment
t)niforms & Laundry Expenses
Consumable Stores
Materials & Supplies
Bank Charges
Security Expenses
Motor Boat Repairs
Container Sealing Expenses
Laboratory Expenses

6.r SCANNER EXPENSIIS

Annual Maintenance Contract
Routine Maintenance Expenscs

4B7,tB4
299,7))
26,4o5

592,656
74,508

)22,O42

45,509
59,761

272,151

)12,5O4
t7B3o7
26,465
t67,9t6
179,438

32,125
55,789

7,835
z6,tt9
14,319

6t7
zz,zBB

3B7,93B
1.229

z3B,zzt

9,756
7,BZt
5,250

3B4,OgO
369,845

9,460
4o6,424
r29,536
1OO,314

z37,Z4B

s6,345
r19,595
r37,r86
r66,6rB
22,453

6zz
r 65,rzB

38,598
69,499
4o,BBz
33,437
rB,B55

7,950
6,t9s

z35,6zo
7,OO7

zTt,oBz
15,659

t3,656
3,393,863 3,057,303

zotzf zot3
Kshs'ooo

t67,9t6

zottf zotz
Kshs'ooo

6zz
t67,gt6 6zz
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KEI\TYA RE,\.L,NUE AUTH O RIry
6.2 BOARD EXPENSES

Monthly Djrectors' fees

Sirting Allort,ances & Honararia
Accomodation & Travel Expenses

7. DEPRECIATION AND AMORTISATION

Depreciation charge on Fixed Assets

Amortjsation of Intangible Assets

PROPERTY, PLAN'I AND EQUIPMENT.

zot zf zor3
Kshs'ooo

r r,9r B

12,OO2

2,799
z6rltg

zott f zotz
Kshs'ooo

t3,46t
)7,794
z,t82

33,437

zorzf zor3
I(shs'ooo

zotr f zotz
Kshs'ooo

5gg,BB6
zo3Bz

s6l,s\l
4,606

6zorz68 57 1,993

8
(i)

r.AND &

BUII.DINGS
I(shs'ooo

PLANT &

I\4AC}JINE,RY

Ksh.s'ooo

MOTOR

VE}IICLES
Kshs'ooo

OFFICE

EQUIPMENT

FURNITURE
Kshs'ooo

CON4PI]TERS

Kshs'ooo

MOTOR

BOATS

Kshs'ooo
\A'l P

Xshs'ooo
1'O1"4L

Kshs'ooo

z-pl4-zcttl
qosT/vAruAl-ION

r Jul zorz

.Additions

Disposals

Prior Period Adj

I'ransfer of WIP

:Jo June zor3

DEPRECIAI-ION

r ,lul zorz
(.-')rarge for Year

7,36o,8oo 2,204,375 585,424

4U.,446

Gt,Bsq)

767,494

212,291

t3Bt,z75

89,o62

8o

6t2,o4o

0,szz)

r,3o8.43o

404,576

r4,2r9.8;3tl

7 4b,:17'.)

(55,4 66)

2,359,o562,359,()56

t,9qt B.zs8 qg,stq)(r

9,72t,i03 2,2O4,375 s'zt.gl6 988,o23 r,6o9,826 604,468 I,563,4-i2 tz,z69,8oz

368,o3q

r z r.BB6

96,546

68.77o

1,4r4,544

r93,oB4

qB5,zq3

23,92o

531,639

82,656

r,335,398

104,793

265,698

73,547

4,400,556

599,u86

96,546

69..70

( co.6;;)(q:,ros) 0,stz)

l)cp. on Rcv

t'r'ior Period Adj.

I)i.sposals

-]o Junc 2or:J

NItIBqQx_YALt ti

'3,O,)une zorJ3

6ss,z:6 1,607,628 466,os8 6ra,z95 t,44o,191 331,67::t s. r ts.ou l

:r73,728 272,j95 r.S63.4:129,o66,467 596,74j rlt,9r8 r69,635 t 2 ,154 .i 22
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2.ot7 / 2L)12

l Jul 2orl

\dditions

l)isposals

.io June 2or2

I)-EI'BEEIA1.IlI

r.Iul zorr

r,'harg,e for Yc:rr

i)cp. on Rev

i)isposals

'lo June 2or 2

E'lllOQli_vr\1.!I

r).rur-92qr-2

LAND &
Bt-llLDIr.\GS

KSIIS'ooo

7.36o.8oo

PLAr'\'f &
I4ACI'll^'[.R)

I$llS'ooo

2 .2o4.375

14O'foR
\/[i I ]ct_[-.s
KSHS'ooo

567 ,324

3O.2 06

(rz.ro5)

OI.-F]CE
EQI.JlPMENTT

KSI lS 'ooo

7oo,B54

66.64o

CO14 PL]-TERS

KSHS'ooo

1.329.7 40

Sr,flto

(zts)

N4C)1'OR

I]OA'IS
KSI1S 'ooo

6t2,o40

wlP

)(SllS'ooo

703,731

6oq,699

'IOTA]-

KSHS'ooo

t3,478,864

753,354

(rz,38o)

736o,8oo z,zo4,3j; S8S,4z4 ?67,494 t 38t,z71 6tz,o4o r3o8,43o t4,2t9,838

r 84.or 4

) t 4.541

69,479

t .t64,454

250.o9O

472,633

23,5()5

(ro.Bqs)

472,o93

59,546

1,289,33 I

46,159

192.15 l

73,547

Gz)

3,774,676

567'38?

69,4?9

(ro,g86)

368,o34 r,414,544 4 8s,243 s:1r,6: g r.33S.398 265,698 4,400,556

6.qq2.16a) z{iq.Bqr roo.rlJr zqs.8ss 45,877 346,342 r,3o8,43o

(ii) I-and & builrlings
l-hc Author-itv received several leaschold properties (land and buildings) frorn the
govcrrnnrent at inception jn r995. The Authorib,*as not required to pay for the properfy
hencc clid not incur arrv cost on the same. To recognize the propcrty in its books, the
Authoritl, did a profcssional valuation of the land and building in r996 and the values
\^,erc adopteci in thc Authority's statement of financial position. 'Ihis u,as done by
recognizing land and bui)dings assets in the statement of Financial Position. l'he
leasehold land u,al; revalued to Kshs 2,3Sg,056 in zorr and a prior period adjustmer-rt has
i een madc ttl recognise the ner,r, values.

'fhc Authoritv is )/et to recei\/e title documents for some 18 pieces of leaschold land
receivecl Government u,hich have buildings with carrying values of Kshs. Bz9,o5o,ooo.
'I-hesc properties are at various stages of registration with the Commissioncr of Lands.
Another tjtle deed is in the name of East African Common Services Authoritl, (EACSA)
and the proccss transfer of the title is ongoing. The Authority also bought one parcel of
land in'faveta in zoto for construction of a border station and is in the process of
obtairring the titlc.

(iii) Ful11, deprcciated assets
Included rn the assets are fully depreciated assets comprising of Motor Vehjcles rn,hose
t,rig,inal cosl \^,as Kslis 245,o85,4r8 u,ith a residual value of IGhs 44,5o8,S4r, Motor
Bo;rts u'hosc cost js Kshs r6,o9t,oB8, Computers u,hose cost is Kshs r,295,447,3go,
Ofllcc lrquipnrent of Kshs 149,BBo,r84. Laboratory Irquipment Kshs ro,rz6.r6o, Plant
and N4acl'rinery ](5|1s 659,7o3,883 ancl lrurniture and Itittings 6f Kshs t59,76t,684 r,r'hose
book value is nil.'l'he total notional deprcciatron charge 1'or the asscts is Kshs
6J2.2r)2g88 (zorz- Kshs SS4,S2g,'t56). N4o.st of these assets are in use lty the ,r\uthoritr,.

9,8 rg,e8.c
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(ir,; Capital \47ork In Progress

Common Cash Reccipting System

Electronic cargo system

Intergrated Tar Management System

Customs Revenue Accounting N4odule

Suppor-t Departments ERP Sl,stem
Valuations Database system

LanBata Staff Houses Renovation

Renovation of Training lnstitute (KESRA)
Renovation of JKIA Offices
Partrtioning of Eldoret Offices
Tinres'fower Ventilation
World Rank Funded Projects
Gymnasium Equipmenl
LAN lnstallation (World Bank)

COST
r July
Additions
30 June

AMOR'I]SATION
rJuly
for the year

30 June

NET BOOK VALUE

3o June

2012t2tt13

Kshs'000

63.69 l
'7't.612

68 4.686
4.664

5.27 6

t't.191
594.436
r r0,065

5.212

2011t2012

Kshs '000

5 8,062

77.612
552,806

4,664

5,2'? 6

8,332
452.104

1.546
300

t 19,571
8,23 8

19,919
r,563,433 I 08,430

Electronic Cargo Tracking System: - Implcnientation of the ECTS stalled due to a

court injunr:tion issued following an appiication made by the Kenya Tran,sport
Association (KTA). The case was withdrarvn in October 2or3 and implementation of the
project is set to continue.

ERP System: - The delay in the implcmentation has been caused by delay in the
delivery of some modules of the system b1, 1-,. Vendors.

Custorns Revenue Accounting Module: - lmplcmentation was temporarily
suspended to enable the revjcrnv of changed uscr reqllirements and to enable its proper
integration with the ongoing reengineering of the SIMBA system.

9. rNI'ANGIBLE ASSETS

zotzf zot3
I(shs'ooo

r B3,oB5

47 328

zott /zotz
Kshs'ooo

t69,267
l3,8tB

2 3O,413

'73.873
zo.13Bz

188,o85

t69,267
4,606

194,255 r73,873

36,t58 9,272

1-he intangible asscts are macle up of tiifl'crent computer softrtarc in use b), the Authoritl,.
Inclucleci itt thc lntangiblr:Assets arc ftrl)1, antortised asscts rn,hose original cost rvas Kshs
t69,z67,oz;, (2o 12- K"shs r 69,2 6Z,ozil.
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ro. DEBTORS

Trade Debtors
Other Agency debtors
Rent Receivable
Interest Receivable

Other Debtors
Staff Debtors
Prepayments
Other Dehtors

Debtors Total

zorzf zot3
Kshs'ooo

23o,240

8,o33

zottf zotz
Kshs'ooo

t6t,Bzz
Bgt
B6s

238,zzq r63,582

9o,r8o
8,256

37t,t66

68,4Bz
z7,z6z

t69,to4
469,6o2 264,848

ol,8zs7 4zB,43r

Other agency debtors represent outstanding commission on collection of revenues on
behalf of other organisations. Staff debtors mainll, comprise of outstanding travel
impre.sts, loans for acquisition of laptops and medical advances.

11. AMOUNT DI]E FROM TREASURY

zorzf zor3 zottfzotz

r July
t\ccrued in the year'

Bonus earned

funount rcccived rn the i,pn1

3o June

Savings & Loan (k) Ltd
I-lousing Frnance

Natronal Bank of Kerrya Ltd

Kshs'ooo

2,OOO,9O7

rlJ,20r,23O

IGhs'ooo
2,912,847

r o,648,33r

(i 2,059,459) (r r,s6o,zzr)

3 2,677 2,OOO,907

The amount reprcsents outstanding agency commission, bonuses earned and payments
on behalf ol the 'l'reasury The Treasury has repaid the past debts up to a total of Kshs.z,
7o8,o3o,ooo over the years 2oo4 I-o 2o1o. However, the debt has increased due to 3%
bonus earned cln surplus collections in years 2oo4,2oo5, zooT zoo8,2oog, zoro and
201.t as providcd for irr the KRA Act Section r6.

rz. SIICURJTY DEPOSITS
2Ot2f 2Ot3

Kshs'ooo

t,466,727

364,gog
r50,256

zottf zotz
Kshs'ooo

1,395,473

352,442
15o.3Br

r,98r,892 r,898,295

The dcposits u,ith Savings & l,oans and Housing Finance are plar:ed as security againsl
stafl'rnortgage aclvanr:t:s, rt,hile the Natronal bank deposits are placements against slrrff
car loans.
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i ,. 13. CASH AND BANK BAI-ANCES

Cash in Hand

Cash at Bank

Fued Deposits

The fixed deposits are made up of one month deposits in commercial banks. The
maturity period for the deposits is between July and August 2013. The deposits are

furt-her analysed as follows:-

National Bank of Kenya

Coopcrative Bank of Kenya

\A/orld Bank project Account - NBK

ra. CREDITORS

'l'rade Pa),ables
Staff Creditors
Pal,roJl Deduction Creditors
'l'a xes

'frade payables represent the outstanding payments to suppliers. Payroll deductions
include ourtstanding amounts for statutory deductions, Ioans SACCOS and others. Staff
creditors comprise of unpaid staff bonus, outstanding payments due to staff and funds
for staff welfare associations.

1S. PRO\TISIONS

Staff Leave Days Provrsion
(lrneral Prclvisions

'1-he genera) prorrisions relate to utilities and staff medical expenses

-35-

zortf zorz
Kshs'ooo

786

324,647
1,48 8,zrg

3,o25,385 t,8tg.6sz

zotzf zo13
Kshs'ooo

355

s66,974
2,458,o56

2ot2f 2Or3
Kshs'ooo

1,227,914

1,221,774

14,i68
2,458,o56

zorzf zor3
Kshs'ooo

3O2,729
306,945

22,OO2
1o,2ot

64r,876

zotzf zorg

t6S,68t
5t O,352

1,274,O39

zol'f zotz
Kshs'ooo

763,598

708,OO8
t6,6r3

r,488,2r9

zottf zotz
Kshs'ooo

224,792
16,637

40,792
69,89r

351,512

zorrf zorz

575,OO6

79,170
654,t76
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16. CONTRIBUTION TO GOVERNMENT PENSION FLIND
2012f 2Or3

Kshs'ooo

27,O79
(qs)

zorrf zotz
Kshs'ooo

27,259
(rBo)

r July
Pa1,mgr1 to the Treasury in the year

3o June

r July
Border Stations & KESRA Rehabilitation
Systems Security Softn,are & Biometric System
Funds for Integrated Tax Management System
Excise Management System
Simba lJpgrade & CSD reforms
RTD Relorms & Modernisation
MTO Offices & Pyschometric Assessment Center
Support Departments ERP System
Information T'echnology Service Management Tools
Leasehold Land (Reinstatement)
World bank funded proJects

3oth ,lune

27,O34

t r,455,O96

441,27O

53,730
45,OOO

4t6,666

459,335
zt,Bg5

., o

zotrf zotz
Kshs'ooo

1O,4 O3,3O5
27O,OOO

15,OOO

Ioo,ooo

155,OOO

5O,OOO
63,5oo

31,500
29O,OOO

76,79t

This amount relates to contributions made to the Government pension during the nine-
month secondment period from October r995 to ,lune ry96 for pensionable staff rryho

were transferred from the
Treasury to the Authority. The amount falls due for payment on retirement of an officer
and is then transferred to the Treasury to facilitate processing of the pension.

17. CONTRIBUTION BY THE TREASURY

zorzlzot3
Kshs'ooo

t2,892,992 ttr455rO96

The arnounts represent assets and asset funds provided by the Treasury. The Treasury
separately funds the major reform and modernization programmes undertaken by the
Authority in all departments for revenue enhancement and efficient service delivery. The
key projects include an Integrated Tax Management System (ITMS) for management of
domestic taxes, upgrading the Simba system in Customs Services Department and ICT
service managernent tools. 'lhe funds r,r,ill also be used in the rehabilitation of the
Authorilv's Training Institute and border stations.
The World Bank funded project comprises laboratory equipment received in the yss1.
The reinstatement of Lease hold land comprise of land donated by the Government in
r996 which had been u,rittcr, offnorv recognised as an asset.
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1 8. DESI GNATED FLI]\TDS

LEGAI CI-A,IM

FTI]\ID

WORLD BANK
Fr-I]\{DS (EAI-[F)

TOTAI

Ikhs'ooo
zg3,46zr July zorz

Funds Received

Interest Earned

Amount Spent

Transfer to Equitl Contributjon

30 June 2013

Leasehold Land
Value - ry96
Revaluation - 2ol1
Total

Amortisation
Prior Period Amortisa tion
For the year

Total

Kshs'ooo
264,6tS

(go,qBg)

IGhs'ooo
28,846

125

(z,q6q)

l,r

(ss,qss)

233,627 26,5o7 260,1J4

The legal claim funds are recejved from the Treasury for settling legal awards against the
Authority in revenue rclatcd court cases.
The World Bank funds are disbursements to the local account for the East African Trade
and Transportation Facilitation Project Fund (EATTF), provided to improve the
infrastructure for monitoring morrement of goods for the facilitation of trade in East
Africa.

r9. PRIOR PERIOD ADJUSI}4ENT
The Authority has recognised leasehold iand as a finance Lease in the Statement of
Financial Position. 'l-he leasehold land had been ornitted from the statement as it r,r,as

received from the Government at no purchase consideration. The land had been valued at
IGhs 459 million in r996 (KRA's Inception) and was subsequently re-valued in zorr at
IGhs 2,359 million.

zorzf zor3
Kshs'ooo

459,335
t,B99,7Zt

zottf zotz
Kshs'ooo

459,335
t,Bgg,7zt

,D
-rr) 9.o56 2,359,o56

68,77o

34,iBs
34,385
34,385

ro3,156 68,77o

3o June 2,255,9oo zrzgorzS6

zO. RETIRE,MENT BENEITIT COSTS

During the 1,p21'endecl 3orh June zorz, Kshs t,o45,768 I\4illion (zorr ICshs.gT),717
Million) n,as paicl as contributions to the staff pensions scheme. The scheme changed
from a defined benefit p)an to a Hi,flid scheme rvitl-i a defined benefit section and a

clefined co:rtributior.r sectiolr r^,,ith ef{ect lrorn t ,Iulv zoo5. Under the defined benellt
schen'ie, the enp)o1,cr contribution on actuarial adrrice rt,as maintajned al t3.zYu par
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rnenrber \t,hile a rate of t4%o vras adopted for thc defined contribution scheme.
Enrp)oyees contribute 7.5% of their salaries for both sections of the scheme.'fhe value
placcd on the existing final assets per the last valuation of 3oth June zorz, was
Kshs.Z.BrT Billion (zorr, Kshs. 6.7o8 Biilion) r^rhile the present value of past service
)iabilities at that date rvas Kshs Z.ZSg Billion (zorr IGhs.6.Sqg Billion).

ZT. CAPITAL COMMITMENTS

2C-L2f 2013
Kshs'ooo

1,075,672

1oB,g3B

20ttf 2072
Kshs'ooo

1,7O2,753

322,640

Approved and contracted

Approved and not contracted

z Z. RECURRENT COMMITMENTS

1,184,61o 1,425',393

zorzf zotg
Kshs'ooo

zottf zotz
Kshs'ooo

l3rr.lrrne rz8,Sor 532,233
l'hc above represents items and activities approved and contracted but not yet delivered

23. EM I']LOYEES

'l-he number of employees at the end of the ycar was,

3o,)une

24. CON'I'INGENT T,IABILITIES

'l'hese include:-
. An amount of IGhs. z million included in utility deposits representing a bank

guarantee to Kenya Power and Lighting for Times Ton er power supply.
. An amount of Kshs t,2g7,7Sg representing a guarantee to Telkom Kenya Limited

for suppll, of telephone facilities in the Times Toner building.
. Pending legal cases and court awards against the Authority estimated at Kshs

2,7o9,832,745 at the financial year end. The Treasury is expected to meet the cost
of settling the arvards should they mater\altze.

25. COMPARATTVES

zorzf zorg

4,783

zottf zorz

4,633

tn!\/here necessan/, comparatives have been adiusted to conform to changes

;lresenlation in the current year.

z6.CllR.IU]NCY

l-)re Frnancial Statenrents are presented in Kenya Shillings (Kshs 'ooo)
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RNVENUE COLLECTION BY DEPARTMENT

EXCHEOUER REVEN{]E COLLECTION

Customs Services Department

Domestic Taxes Department

Road Transport Department

SUB-TOTAL

AGENCY TAXES COLLECTION

Customs Sen'ices Depafiment

Domestic Taxes Department

Road Transport Department

SUB.TOTAI

2ot2/2013

ACTUAL TARGET

IGhs'million' Kshs'million'

zo]-f zorz

ACTUAL TARGET

IGhs'million' IGhs

21o,454

458,433

33,804

1,902

?

NOTE

a

22O,3O7

536,82o

2,407

263,792

576,2o7

5,976

759,534 84s,369

b

c

d

38,409

r,923

64s

33,518

r,799

552

40.q7s, 35,869

GROSSTOTAL Soo,Sro 881,298

NOTES

a) Included in Road Transport Exchequer revenue (Target and Actual) is an amount of Kshs. 29,670,Bc,c (Kshs z96,Soo, go2 in zottf::o 2) collected by

relating to court lines, Iiquor licences and other collections which were baaked in the Registrar of Motor Vehicles account but had no supporting

These have been swept to the exchequer through the trafEc revenue account.

Agency Taxes comprises of the following:-
b) Customs Services Department - Road Maintenance Lely, Aviation Revenue, Petroleum Development Levy, Sugar Levy, Transit Toll among others.

c) Domestic Taxes Department - Sugar development le\y, land Rates, and Kenya Bureau ofstandard (Kebs) levy.

d) Road Transport Department.- Sale of number plates, TLB application fees, Driving test fees,vehicle inspection fees among others.

/
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.BVBNUE COLLECTION MOVEMENT SCHEDULE

20ttf 2Ot22012/2013

CSD , DTD RTD : TOTAL
- - tJns --- -r.stu- _- --it-sts-- . -tiLs-

'rnilliott' 'million' .'mfllion' 'million'

DTD T RlD TOTAL
ftshs r lcshs ' lcshs Icshs

'rnillion' 'milliott' ' 'rnfllion 'million'

CSD

.-- ?19,9-95. :.--.- 536,q-q? !

____._-J-g-

6oz

l,oq_8_.- ._. .-, _ _.. ,491 ,.

_ 13ts1

._-2?o49.7

-.2?1.,395.

---53.9,-qZo-t. ,-
.537,9-8-6 -,-

________Lqq,__._ __3J ___

_ 21c,45.4 
-i ____458.433-.| __$Sq3,

1l

.,--.3992----972fiX.-62t

--__. _i.. __ ___ .

be credited in CBK in the year

Transfers to CBK

EXCHEQUER

in Transit bro. qg!1 !qlwqr_{:-_i J_u!y

transfers

Collections for the

in Transit oth June

Ln arlnsi! b loq g!t! &rryg 4 -. i -Jf,lf_. -

_qLqLt!1g,tg bqcte4lteq !11 _c]Kin_t_irg y:ql _.... __

tmnsferswithin the.),ggr.. . _ ..

in Transit Junc

Transfers to CBK

-thgy_qlr____ -

x9,5t7_ - t,923_-_-_

._-i_?,9-33,, -,_. _

..9rs-l-

293 :

38,i/78 -. - 1-,q9-{

-. .- -584s-: --,- -.---.-.

3-q,499 . - -_. ..-1-'933... -

---.---1,90e' - -q53-, -- 36,,119-

'T---- _-- -_

---L9P?-r...-

l,go2 i

8

-------l-...--

- -813-t - -

_ 34-,_ _

---g-99,.33S- i. -- 3,9-9-;-

, 

-.3'54!- 
i

amounts to be credited in CBK in thqygql _

I ltnsfgls lanls/Pri ncipalq

transfers within the_y_ea-r __ __-

Less: Transfers to CBK

in Transit June

Collections for the vear

brq,gJt!fo.r*_q4 - t{slvIN Transit

9-or_n11-elc.14

-._.- ?5LV.3 _ -_ _ . __- 538,756, ---.

,.oo, I 404

glg5ro

-?5?,923-i .2,94_o_._53q,75q_r

.._ -__._4Ll__2,35L

?sBA7.j_-_5jqr_{3-I_

- -- ?gj.t: - -- 13!--l-

260,913 _:-___F_g9,o()9- 
I

!,

-- - 5.945 r-- ---,:--.-
_3,995 , __

{

NB: Both Exchequer and Agency Revenue for RTD are banked in the Exchequer Account,

t
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