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Profession
Key qualifications
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Position
Date joined the Authority
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Capital M arkets A uth o rW
D rafi Chai rman's Stqte me nt
For the vearended Zoth tune zo:o

Global economy

The global erconomy is experiencing a broad-based growth slowdown, reinforcing projections in the World Economic Situation
and Prospetts (WESP) 2019 that the current growth cycle has peaked. ln tandem with slowing industrial production,
international trade activity has visibly weakened, magnified by the unresolved trade disputes between the United States of
America and China. Economic sentiment and business confidence indicators have also deteriorated, amid persistent
uncertainty in the international policy environment. ln many developed and developing countries, the moderation in Gross
Domestic Product (GDP) growth has been more pronounced than expected, as some risks to economic activity materialized.
Slackening economic activity and low inflationary pressures have prompted shifts in the monetary policy stances of major
central banks. While looser monetary conditions have contributed to some stabilization in global financial markets and capital
flows, the world economy continues to face considerable downside risks arising from persistent trade tensions, a shutdown of
British marrufacturing operations in Europe and relocation of financial services out of the United Kingdom following uncertainty
over Brexil, build-up of financial imbalances, and intensifiing climate change. Against this backdrop, world GDp is now
expected tO moderate from 3.o Per cent in 2018 to 2.7 per cent in u o:.9 and 2.9 per cent in 2o2o, reflecting a downward revision
from WESP zorg forecasts released in January zorgr

We however see great opportunity for Kenya with these developments. For instance as the United Kingdom,s political
transition cystallizes, this will most likely lead to the renegotiation of trade deals linked to the European Union (EU). The deals
include thc Economic Partnership Agreements, under which developing countries such as Kenya are to be allowed duty free
exports oftea and flowers into the EU and in turn let in manufactured goods. As the Board of the Authority we will advocate for
inclusion of capital market investments in the new trade deal once the negotiations commence as well as engaging relevant
stakeholdcrs to establish the progress of the dual-listing on London stock Exchange (LSE) and Nairobi securities Exchange
(NSE) of the Kenya Upstream oil Company which targets to raise tr billion through a sale of shares in an initial public offering.
We envisage similar opportunities amidst the US-China trade tensions

Africa and the East African Community Region

The economic outlook for Africa remains challenging. While grourth is estimated to pick up, the region faces difficulties in
embarking on a robust and sustained growth trajectory amid a global slowdown, tepid commodity prices and protracted
fragilities in many commodity exPorters. Aggregate GDP growth is projected at 3.2 per cent in zorg and 3.7 per cent in 2o2o,
after an estimated expansion of only 2.7 per cent in zor8. lnflation prospects are improving, due to strong igricultural and food
production and stable exchange rates in most economies. But growth rates are insufficient to absorbi fist-growing labour
force.

East Africa remains the fastest-growing sub region, and the short-term outlook is positive with projected growth as at end of
zorg being 6.4% compared to 3.2% regional average growth. Robust growth in Ethiopia, Kenya and the-united Republic of
Tanzania is underpinned by strong domestic demand and public investments in infrastructure.

On the cppital markets front, the Authority continued to work closely with the East African Securities Regulators. On r3th July
zor8, EffiRA members adopted a regional framework for fit and proper assessments of market practitioners. This is to ensure
that onlll oPerators meeting the highest ethical standards operate regionally. The Authority alsogranted approval for the cross.
listing by introduction of Bank of Kigali Group Plc (BK), a holding company of Bank of Kigali plc, BK lnsurance, BK Capital and
BKTecHouse on the Nairobi Securities Exchange (NSE). This marked the cross-listing of the first Rwandese Company on the
Bourse.

securitics regulators in Africa and Middle East under the chairmanship of Mr. paul Muthaura, the Authority,s Chief Executive,
approved ajoint Project with Financial Sector Deepening Africa (FSDA) to dev€lop strategies to increase listings and the uptake
of capitll markets Products in the region. During the 42nd Meeting of the Africa Middle East Regional Committee (AMERC) of
the lnternational Organisation of Securities Commissions (losco) the members agreed that promoting additional listings was
key to tockling market liquidity challenges faced in multiple markets as well as reinforcing the central role of securities markets
to support sustainable economic arowth through increased market-based financing.

1 world Economic Situation and prospects as of mid-2019

7



Capital M ar kets A uth ority
Drafi Chai rman's Statement (continued)
For the endedaoth June zozq

Domestic Performance and National Outlook

Kenya's economy expanded by between 5.6% and 6% during the period under review as inflation rates and currency rates
remained stable. However there was a slowdown in agricultural production, one of Kenya's economic mainstays, following delay
in the onset of long rains. while manufacturing and construction grew by 3.2 per cent and 6.6 per respectively other sectors
experienced a contraction amid the continued monetary tightening instigated by high borrowing rates. We welcome
Govemment's proposal to remove the interest rate cap during the Budget reading in june 2o1g as it will pave way for the
extension of credit to the Private sector. Further the move by Govemment towards operatio;lizing the Kenya Mortgage
Refinance Company and the Credit Guarantee Fund is an important statement of intent to implement the ..Big 

4" Agenda

I would further wish to laud the unveiling of new generation banknotes as a key national policy measure towards curbing fraud
and money laundering following the pronouncement by Government that the Kshs. :.ooo note will cease to be legal tender by
october zor9. My Board is alert to the possibility that in a rush to meet the deadline for use of the old notes, the Capital Markets
could be susceptible to money laundering attemPts and will continue to engage with market intermediaries such as stockbrokers,
investment banks and fund managers to steP up their Know Your Client (KYC) and customer due dilligence process during
onboarding and execution of instructions in line with the regutatory guidelines on Anti Money laundering & combatting the
Financing of Tenor (AML & CFD. The surveillance teams both at the NSE and CMA will heighten their monitoring of transactions
to pick up any alerts that require further analysis and/or investigations

We will continue to advocate for enhanced intra-African trade following the coming into force of the African Continental Free
Trade Agreement (AcffA) on May 31st 2019, clearing a key procedural hurdle following ratification by the parliaments of z4
countries. The now unified market is expected to be launched in July zo:.9 and its successful implementation portends a continent
with a combined consumer and business spending capacity of *6.7 trillion in zo3o, making Africa home to the world,s largest free
trade area since the establishment of the world Trade organization (wro).

Strategic lnfluence

Driven by our Mission of making Kenya's capital market the premier choice for investors and issuers through robust regulation,
supporting innovation and enhanced investor Protection, we strive to be strategic and responsive in the faces of challlnges as
they arise. True to our resolve to enhance our strategic influence, we signed new cooperation arrangements domestically and
internationally, while implementing already existing partnership agreements in the year.

on January 3oth 2otg, the Capital Markets Authority was admitted to the Global Financial lnnovation Network (GFIN), a move to
support the transformation of the capital markets in Kenya through nurturing innovation. This buttresses the Authority,s efforts
to suPport innovation in the capital markets, noting the important role of financial technology (Fintech) as a key enabler of
performance excellence under the :.o-year Kenya capital Market Masterplan, 2o14-2o23.

During the year, Memoranda of Understanding (MoUs) were also signed with the Kenya Bankers Association (KBA) as well the
Kenya Association of Manufacturers on areas such as joint research and policy formulation as well as product uptake , while
another was initiated with the Kenya Private Sector Alliance (KEPSA). The Authority fufther leveraged its IOSCO networks to lead
delegations comprising its senior staff as well as representatives of the National Treasury and planning, the Central Bank of
Kenya (CBK), the Nairobi Securities Exchange (NSE) and the Central Depository and Settlement Corporation (CDSC) to Brazil and
lndia during the period under review as we moved towards operationalizing Securities Lending and Borrowing and Short Selling
in Kenya following the gazettement of Regulations.

Other Achievements

ln line with the Marrakech Pledge which calls for an increase in the volume, flow and access to finance for climate projects,
alongside improved capacity and technology from developed to developing countries, the Authority launched the framework for
issuance of listed and unlisted green bonds on zoth February zo:.9. lt is expected that over the next five years and beyond, green
instruments will play an imPortant but niche role in driving the growth of Kenya's capital markets. Mobilizing domestic resources
and international capital flows earmarked exclusively for environmentally beneficial investments will support the countq/s
transition to a sustainable economy. Additionally, this will enable investors balance financial returns with environmental benefits
whilst hedging against climate risk.

lnvestor Protection
The Board stewarded the successful investigation of malpractices in the market resulting to sunender of potentially illegal gains
amounting to over Ksh483 million from the investigations into insider trading on Kenol-Kobil during the period under review. A
further Kshs r9 million was recovered through No Contest Settlement Agreements while two prominent individuals were banned
from transacting in the capital markets. Financial penalties of twice the amount of beneflt received from irregular trading by two
fixed income securities traders were imposed as we adopted a more focused and proactive approach to fraud prevention as well
as enhanced regulatory framework to provide for more enforcement powers by the Authority.

8



Capital M a rke's A utho rity
Drafi Chairman's Sfrtement (continued)
For the vear end.ed ,oth tune 2or.s

With the introduction of the Code of Corporate Governance Practices for lssuers of Securities to the Public, zor5 (the Code), the
Authority published the first Corporate Govemance Scorecard. The issuers weighted overall score in the application of the Code was
55%. ln comparison, with the ASEAN Corporate Governance Scorecard Country Reports and Assessments zor4 which indicated that
lndonesia,.Malaysia, Philippines, Singapore, Thailand, and Vietnam scored 43.29%, 62.29v0,48.9o%, 55.67ctt,67.66%and zg.4z%
respectively, this was therefore a fair status.

ln view of the critical contribution to confidence in capital markets made by sound financial reporting, we shall work with relevant
stakeholders to ensure that existing arrangements on sound financial reporting remain as effective ai possible. The Authority will
also adopt new supervisory approaches including encouraging adoption of Regulatory & Supervisory Technology (RegTech and
SupTech) even as we continue strengthening our capacity to pursue actions for serious misconduct and accelerating enforcement
initiatives through greater use of collaboration with the market and peer regulators

Additionally, following the success of the Securities lndustry Certification Program, the Authority in collaboration with the Chartered
lnstitute for Securlties & lnvestment (clSl) and the lnstitute of certified lnvestment & Financial Analysis (lclFA) will finatize a
continuous Development Program (CPD) for industry Practitioners in the coming financial year, in an effort towards further
ensuring that proftssional standards in our markets are constantly in harmony with global standards and evolving domestic trends.

Regulatory responsiveness

The Authority in onjuction with industry continues to implement the ro year Master plan through our Strategic plan zorg-zoz3
launched in July zo:'8 which serves as a strategic Auide to position Kenya's Capital Market as the premier choice for investors and
issuers through rdbust regulation, supportive innovation and enhanced investor protection, The plan provides a blueprint for the
Authority to align its resources to best meet the demands of a more connected, digital and sophisticated capital market in the
country.

Furthermore, the Authority's five year Strategic Plan envisaged a new organisation structure and enhanced resources aligned to the
strategic direction of the Authority. we believe that expedient approvals will greatly help in meeting our overall mandates of
regulation and market development. The implementation of this new structure will also introdr." a paradigm shift in the mannerthe
Authority approaches data analytics and optimizes the use of technology for effective decision making.

To drive forward our regulatory transformation, the Authority has established a Financial Markets Law Review panel. ln selecting
appointees, careful consideration was given to key attributes such as: diversity, technical and professional competence, ,.op" o-6
achievement, engagement with innovation, leadership, independence and integrity. The appointees embody expertise in capital
markets law, conlmercial law, tax law, venture capital or private equity, lslamic finance, legisiative drafting, domestic and regional
investment banking and financial market operations expertise. The Financial Law Review panel will act as an indepe-ndent
committee of the board to deepen our capacity for early identification of potential legislative gaps or challenges that could affect the
functioning of the capital markets including ancillary legislation, and propose legal and ,"grLtory reforms. The panel will facilitate
effective mitigatlon against the risk of new legislation failing to meet its purpose and ensure that existing legislation is fit to deliver
the national devdlopment agenda.

The Authority and the National Council for Law Reporting (Kenya Law) jointly released a premier Digest of capital markets
decisions delivered by Courts in Kenya. This Digest, summarizes critical milestones in capital markets jurisprudence, is the first of
its kind to be prSlished in the financial sector in Kenya. lt covers a ten-year period from zooS to zorS and is indexed into seven
categories covering civil cases, civil appeals, constitutional petitions, judicial review applications, miscellaneous applications, civil
suits and crimital cases. The Authority trusts that this Digest will go a long way to demystifo some of the myths and
misconcePtions on the operations of capital markets as well as supporting greater consistency in judicial decision making. The
Authority is thercfore committed to the regular publication of further volumes as relevant precedentievolve.

Challenges

The unresolved confidence issues emanating from the insolvency issues surrounding the corporate bond market continued to be a
challenge resuhing in reduced interest in corPorate bonds as a debt financing instrument reemphasised the calls for clear settlement
default carve outs across the full scope of capital markets products. To this end the Authority will continue to engage key
stakeholders such as: the Fund Managers Association (FMA); National Treasury and planning; the Kenya Deposit lnsurance
Company (KDIC), the Central Bank of Kenya (CBK); as well as the Nairobi lnternational Financial Centre and Capital Markets Master
Plan National Steering Committees to seek lasting interventions to these uncertainties.
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Capital M arkets Auth o rity
Draft Chairman's Statement (continued)
For the vear ended aoth June zol.q

Other developments and strategic priorities

To achieve our vision and mission, our strategic initiatives for the coming year include:

Support for National Economic Development Objectives
The Vision zo3o Medium Term Plan lll which was launched in November zor8 presents a myriad of opportunities for the capital
markets to actively ParticiPate, especially in the realization of the Big 4 agenda. The plan outlines projects and programmes
earmarked for implementation by Ministries, Departments and Agencies estimated at a total cost of Kshs 11. 5 Trillion, while the
aggregated value of projects outlined in the CIDPs (zor8-zozu) for counties is Kshs. e.4 Trillion. ln total Kshs. rz.9 Trillion, is
required for funding these projects, which are also well aligned to the Government's "Big 4,,Agenda that aims to leverage on food
security, universal heahhcare, affordable housing and the manufacturing sector to transform Kenya,s economy. Noting that a
substantial number of these projects are medium to long-term in nature their funding requirements must be similarly matched, with
the ideal resource mobilization avenue being the capital markets. The Authority will therefore continue engagement with the
National Government, County Governments and State Owned Enterprises to facilitate financing of infrastructure projects through
capital markets products ranging from Corporate Bonds, Green Bonds, County bonds, Asset Backed Securities, Shariah Compliant
Bonds to, Real Estate lnvestment Trusts (RElTs).

Considering its expanded mandate that entails regulating the spot commodities exchanges, the Authority will also seek to facilitate
the growth and efficient oPeration of these markets with the aim of promoting the agricultural sector and specifically food security
by putting in place the requisite regulatory framework.

To deepen the capital markets, the Authority will continue to diversify products and services. These will be informed by demand
assessmentstoensurethatthereissufficientuptakeoftheproductsandservicesoncelaunched. TheAuthoritywillcontinuetowork
closely with the Joint Financial Sector Regulators and the National Treasury in developing the lslamic Financial Markets through
policy and regulatory reforms.

While Kenya enjoys its stature as a hub of innovation, the country's capital markets have some ground to cover in seeking to utilize
the opportunity presented by Fintech innovations to push capital market activity to the next level by broadening product and service
offerings, deepening market participation and liquidity, and driving transformative economic development. ln this regard, and in line
with our strategic objective on leveraging technology to drive the efficiency in the capital markets value chain, the Authority looks
forward to building on the positive strides following the launch of our Regulatory Sandbox to support innovation and development of
new products and services.

Appreciation and Outlook

Finally, the Authority recognizes that building requisite internal capabilities is critical to its mission and vision accomplishment. At
the core of this internal capability building is an organizational culture that supports institutional excellence, timely delivery of
aPpropriate outcomes, effective decision making and high performance. ln this regard we will therefore continue to pursue
implementation of our regulatory excellence dubbed "Uwezo Kipeo" together with organisation restructuring aligned to the
Strategic Plan to ensure adequate capacity to effectively discharge our mandate whilst ensuring efficient utilization of resources.

I wish to acknowledge the Government for the support granted to the Authority through the year which has been critical in achieving
our mandate. lwish to further extend my aPPreciation to the National Treasury and Planning, the entire capital markets fraternity
and our peer Financial Services Regulators, for their immense contribution towards achieving our regulatory and market
development mandate.

Guided by our recently adopted Vision to be an innovative regulator of a robust and globally competitive capital market, the
Authority shall continue to play its critical role in transforming Nairobi into a competitive lnternational Financial Centre and the Heart
of Africa's Capital Markets. This remains attainable due to the commitment of the cMA Board, Management and Staff.

Z
Mr. James Ndegwa
Chairman

The figure is a sum total of the development funding requirements for 44 counties as stipulated tn the 2nd'.dition of the county lntegrated
Development Plans
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Capital M arkets Authorityr
Report of the Clief Executive Officer
For thevear en&d Soth June 2o1.s

Global Capital Market Performance

Globally, equity markets registered weak performance in the first half of the zor8/zor9 Financial Year attributed to the
US inflationary pressure with attendant rate adjustments, coupled with the trade war between the United States
(U.s.) and china and weakness in consumption and industrial production in china.

For most ofthe second halfofthe year global stocks came under heavy pressure as they reacted to the U.S. - China
trade tensions and news of plans to add tariffs on goods from Mexico. Specifically, in early May zoe9, the breakdown in
trade talks with China set-off a shift towards safe haven assets, sending U.S. stocks to their worst May performance in
nine years' . The negative sentiment across global markets manifested itself with developed and emerging market
equities ending lower for the month of May zor9. After losing ground in May zor9, the international equity markets
rebounded in June along with the U.S. market. The S&P 5oo reached an all-time high after the best June for decades,
up 6'9%, and the best first half of the year since 1997. The Dow Jones and NAsDAo also rebounded. Analysts have
attributed the gafns to expectations of an interest rate cut rather than strong Qz corporate earnings expectations as
the markets are widely expecting the Federal Reserve to cut rates in July zor9.

Sovereign Bond yields also fell in major economies as another pointer towards a looming recession, although Central
Banks may step in with lower rates to try to forestall the downward trend'.

Domestically, thQ equities market was on downward trend with the NSE zo declining by 4.Bcrt largely as a result of
declining profitability of blue chip companies, profit warnings and persisted foreign portfolio outflows in search for
yield' There are however high prospects of international investors coming back to our market given indications of
declining perforrnance of both equity and debt returns in the US and Europe towards the end of June zo:.9, based on
fear of recession.

Equity turnover stood at Kshs. r45.5:. billion in zorS/r9 compared with the Kshs 197.89 billion registered in zorTlrg, a
z6,47Vo decline. An 8.5r% 0hdrop was also recorded in market capitalization to Kshs.z,354 billion from Kshs.2,576
Billion recorded ln zor/zor8. The NSE zo-share index was also on a downward trend at zis6.B+points at the end of
April zorg compared to 3285.73 as at April zoeg a 14.g96 decline in the index.

Conversely, therc was a significant riset9.54c!6 in secondary Government bond trading activity in the period under
review, with turnover increasing to Kshs 6o7.+3 billion from the Kshs 5o8.r5 billion recorded in zorTlrg. The corporate
bond turnover however recorded a 25.95 % decline with turnoverfalling to Kshs r.84 billion, as measured against the
preceding Financial Year's Kshs 2.485 billion reflecting depressed corporate bond activity due to wider market
circumstances. ln this context, Treasury bond trading accounted for 99.62V6 of total bond trading during the period
under review, recmphasizing the continued high concentration level.

lmplementation of the Capital Markets Master plan

The capital market remains a key component of the Foundations for National Transformation and was once again
retained as a ViCion zo3o flagship project in the Medium Term Plan lll launched in November zorg. This buttresses the
role of capital markets in bridging the resource gap in funding Vision zo3o Projects through mobilizing savings and
investments to Support Kenya's aspirations to be a upper-middle-income economy. The milestones achieved in the
year under review include:

i' The Nairobi Securities Exchange (NSE) successfully completed a six -month Derivatives pilot Test phase
conducted between July and December zor8. This culminated with the grant of approval to the NSE for the launch
of the deriYatives market in May zor9, following resolution of key issues that emanated from the test phase.
lnitially, the Derivatives Market will offer investors Equity Single Stock Futures (SSF) and Equity lndex Futures (ElF)
and later introduce other financial and commodities derivatives. The Derivatives exchange is scheduled to be
formally launched in July zorg;

ii' Finalization of policy, legal and technical specifications as well as a road map forthe implementation of the Hybrid
Bond MarkEt model that is expected to promote a more efficient and transparent bond market in Kenya;

r http,//rvww.milninv.com/commentary/indcx.html

2 https://ww.u6j.com/articles/worrd-cconomy{omes-to-grips-with-bond-lerd-prunge-u5513,4ro
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iii. ln the zorg Ease of Doing Business Report, Kenya was ranked the seventh most improved country globally in
providing an attractive environment for doing business, recording an improvement of r9 places to position 6r
globally from position 8o in zor8, out of r9o countries. ln zor3, Kenya ranked rzgth, this significant improvement
underscores Kenya's enhanced potential in attracting both domestic and Foreign Direct lnvestmen! a key
prerequisite forjob creation and poverty alleviation; and

iv. The conclusion of a study on Opportunities for Access to Capital Market Financing for National and County
Governments in Kenya which lays the foundation for a framework for facilitating market based financing for
County and National Government projects

Review of the Policy and Regulatory Framework

a. Capital Markets (Amendment) Act, zo:,i

The Capital Markets (Amendment) Act, zorS that was enacted on 3rst December zorS provided inter alia,for penalties
to be imposd on persons involved in embezzlement activities, established clearer offences of front-running and obtaining
gain by fraud and further ensured that the administrative enforcement action process set out is sufficiently explicit in its
applicability to key employees of listed companies.

The Act further provided for payment of reward to any person who provides new and timely information with respect to
market misconduct or breaches of the law leading to the recovery of sums payable to the lnvestor Compensation Fund
(lCF). lt abolished the provisions catering the appointment of an ICF Board noting the same had not been
operationalized since their introduction in zoro due to a change in national policy. ln line wiih the operating practice and
the law since zooo the management of the fund in the ICF was vested back to the Authority. This change wili ensure that
the lnvestor Compensation Fund (lCF) is managed more sustainably by reducing the administrative costs on the lCF. The
Act also established clearer obligations on issuers of securities, licensed and approved persons to maintain a system of
internal controls sufficient to provide reasonable assurances that transactions are recorded as necessary to permit
preparation of financial statements in conformity with the lnternational Financial Reporting Standards (IFRS).

b. Other policy and Regulatory Frameworks

The Authority developed a number of stand-alone policy and legal frameworks to support product development
including:

i. Policy Guidance Note on Green Bonds; and
ii. Policy Guidance Note on the establishment of a Regulatory Sandbox to support FinTech

Additional policies, statutes, and regulations under development that will be finalized in the next financial year include:

i. Capital Markets (Amendments) Bill, zor.9: Targetted to consolidate and refine the extensive amendments made to
the Act.

ii. Commodities Exchange Regulations:
iii Policy Framework on Sponsored Direct Market Access.

At a regional level the Authority together with its peers in the East African Securities Regulatory Authorities (EASRA)
played a pivotal role in the development of the East African Financial Services Policy and Bill, which proposes the
establishment of "Centre-Lite" Model of an East African Financial Services Commission (EAFSC), both of which were
adopted by the Sectoral Council of Finance and Economic Affairs (SCFEA) in May zor9. ln this model, the EAFSC will play
a coordination role in facilitating the development common regulatory principles/rules books, as well as ma*et
development within the financial sectors within Member States

Further, following my appointment as the Chairman of the Africa, Middle East Regional Committee (AMERC) of the
lnternational Organization of Securities Commissions (IOSCO), I received excellent regional suppoft on prioritizing policy
and regulatory matters pertinent to the region and particularly we have progressed work to develop tools to address
challenges relating to low listings and capital raising, identifying the opportunities for building sustainable capital
markets, enhancing investor education and financial literacy as well as stepping up capacity building and the leverage of
financial innovation. Significant work is already going on towards these priority areas, with a direct bearing on tfr"
strategic direction of the Kenyan capital markets as we continue to pursue Morgan Stanley Capital lnvestment (MSCI)
Emerging Market lndex status.
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Financial Highlights

RESULTS

The results for the year are summarised below:-

Total income for the year

Total operating expenditure for the year

Surplus for the year before transfer

Transfer to National Treasury

Surplus for the year

As at 3oth June zoeg
Shs'ooo

1,O44rOg3

(goo,aar)

441,7\2

(gz,Zo6)

sr.,o46 *

As at 3oth June zoe8
Shs'ooo

q6z,a6c

(88q,282)

78,t87

(z:.,tzll

57,o6o
*out ol the surplus for the year, the Authority has allocated Kshzomillion towards the building fund kitty as plans are undetway to
acquire permanent premises upon receipt of necessary approval.

Outlook

The outlook for zo:'9/2o is positive amidst a projected stable economic Arowth, whose forecast for zozo stands at 6.0%3 despite
the anticipated risks t0 this outlook including an escalation of global trade-related tensions, a rise in oil prices and weather related
shocks. From a capital markets development perspectives, I remain upbeat amidst milestones already mentioned above as well
as others such as the NSE'led lbuka incubator and accelerator hosting program; and CMA (Kenya) admission to the Global
Financial lnnovation tletwork (GFIN).

Notably, on r3s June zor9, the Cabinet Secretary, the National Treasury and planning made budget policy pronouncements,
proposing:

i' Measures to enhance transparency and predictability in the issuance and trading process for Treasury Bills and Treasury Bonds;

ii' ExemptionfromtheCapital GainsTaxfortransferofpropertythatisnecessitatedbyrestructuringofcorporateentities;

iii. lntroduction of an amnesty on the tax penalties and interest, on any outstanding tax for two years prior to the listing, for SME,s
that list under the GEMS program to encourage them to list and clean their tax records. The principal taxes shall however be
paid in full;

iv. Empowerment of the Authority to enforce penalties and sanctions on market players who violate laid down rules and
procedures; and

v. Tax neutrality treatment of Special purpose Vehicles used for the issuance of Real Estate lnvestment Trusts (RElTs)

while the actual outcome of these proposals will be known during the first half of the next financial year, the Authority plans to
fully leverage on these incentives and to take advantage of the projected positive macro environment through continued
implementation of itt Strategic Plan zor8-uoz3 to facilitate deeper and more liquid capital markets and position Kenya as the
Heart of Capital Markets lnvestment in Africa, as envisioned in the Capital Markets Master plan. This will be achieved through
reinforcing the tenets of regulatory excellence, investor protection, innovation and overall efficiency in the Authority,s operations.
we will do so by contlnuing to expand our behavioural insights capabilities to better understand our customers and the investors
to drive uptake of ca5$tal markets Products and services. Additionally we shall focus on enhanced market infrastructure oversigh!
strengthen data colleGion and analytics caPacity corporate governance and risk management by issuers of securities to the public
and market intermediaries as well as revolutionise our investor education strategy to facilitate s;f +rotection by investors.

To leverage on Kenya's growing influence on capital markets policy, We will continue to advocate for regional engagements on
work related to Regulatory Technology (RegTech) and Supervisory Technology (SupTech) to complement Fintech facilitation
while taking into accQunt the attendant risks such as cyber security and cyber resilience. I am confident that Kenya will benefit
significantlyfrom these engagements.

I wish to acknowledge that all the achievements during the period under review would not have been possible without the firm
support of the CMA Board. I therefore take this opportunity to sincerely thank them, Our strategic partners and other
stakeholders have also been instrumental and lwish a ppreciate them all for their unrelenting assistance. Special recognition 9oesthe Management and staff of the Authority fortheir commitment and drive to effectively execute our twin mandate of
and of a fair and efficient

Mr. Paul Muthaura, MBS
Chief Executive

3 Wo.ld BankPGr Rclc.$April uotg

capital market.
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Capital Markets Authority
Corporate G overnance Statement
For the year ended 3oth June 20L9

CORPORATE GOVERNANCE STATEMENT

The Board of the Authority (the Board) is responsible and accountable to the Government of Kenya, through The
National Treasury, in ensuring that the Authority complies with the law and the highest standards of corporate
governance.

i) There are eleven members of the Board all of whom, save for the Chief Executive, are non-executive directors.
ii) The Members possess a broad range of skills and competencies, including legal, finance, banking, economics and
iii) During the period under review, the Board met thirteen times.

COMPOSITION OF THE BOARD

During the period under review, the Board was composed as follows:

1. Mr. James Ndegwa

James Ndegwa holds a BA (Hons) and an MA degree from Oxford University. An insurer by profession, he is an
Associate of the Chartered lnsurance lnstitute (UK) and an Associate of the lnsurance lnstitute of Kenya. He is
the Chairman of First Chartered Securities Limited and a director of several companies. prior to his present
position, he was the Managing Director of Lion of Kenya lnsurance Company Limited until zoo3.

z. Dr.Kamau Thugge (Principal Secretary The National Treasury)

Dr Kamau Thugge holds a doctorate in Economics from the Johns Hopkins University. He was appointed an
Economic Advisor to the Treasury in December 2oo5 after seruing as an Economic Affairs Director, Treasury
since July 29, 2oo4. Prior to joining Treasury, he worked at the lnternational Monetary Fund from :.9g5 to zoo4.

3- Alternate to Cabinet Secretary The National Treasury: Dr. Geoffrey Mwau (Director Genera!, Budget,
Economics and Fiscal Affairs, The National Treasury)

Dr Mwau graduated from McGill University in Canada with a PhD in Economics in 1994. He worked as a Senior
Advisor to the Executive Director representing Kenya and zr other African countries at the Executive Board of
World Bank. Prior to joining the World Bank, he was a Senior Regional Advisor on Economic poticy Analysis
with the United Nations Economic Commission for Africa. Previously, Dr Mwau also worked for the
lnternational Monetary Fund (lMF) as an economist for Rwanda, Malawi, Botswana, and Uganda.

4 Mr. PaulKihara Kariuki

Paul Kihara Kariuki is the Attorney General of the Republic of Kenya with effect from April zor8. He obtained a
Bachelor's Degree in Law from University of Nairobi in qV and Post Graduate Diploma in Law from Kenya
School of Law in r978.As The President of Court of Appeal of Kenya, between zor3 and March zor8, he was
instrumental in the decentralization of the Court of Appeal to Malindi, Kisumu and Nyeri Counties. Directed the
development of the blueprint ten-point strategy for the transformation of the Court that culminated in the
Court of Appeal Bill and the Strategic Plan for the Court of Appeal in Kenya. As the first director of the Judiciary
Training lnstitute (zoo9- zor3), Kenya., he was instrumental in establishing all the operational systems for the
technical arm of the judiciary incorporating professional development for alljudges, magistrates and all cadres
of the paralegal staffatthe Judiciary. Mr Kihara also served as Judge in the High Court of Kenya (zoo3- zorr.).
He Served in the Civil and Commercial divisions of the Court and as judge in the Election Court for various
parliamentary petitions. Previously He was a Partner, Messer Ndungu Njoroge and Kwach Advocates, Nairobi
(1986- zooo) and Legal Assistant and Partner, Messer Hamilton Harrison and Mathews Advocates, Nairobi
(rgZ- rgSS).

t4



5

Cap ital M arkets A uth or ity
Corporate Governance Statement (conti nued)
Forthevear ended. loth June zor.s

COMPOSITION OF THE BOARD (Continued)

Alternate to Hon. Attorney General: Mr. Nevis Ombasa

Mr. Nevis Ombasa is a lawyer by profession. He holds a Bachelor of Arts (Econs) degree from D.A.V.V University
lndia and a Bdchelor of Laws (LLB) degree from Karnataka University, lndia. He has previously worked in the law
firm of Maobe Maotsetung & Co. Advocates and Omboga & Co. Advocates. Mr. Ombasa is currently working in
the Office of the Attorney General and Department of Justice as a State Counsel in the Government Transactions
division.

Dr. Patrick l$oroge (Governor, Central Bank of Kenya)

Dr. Njoroge is an economist by profession, and holds a PhD in Economics from the University of yale, USA. He
holds a Masters degree in Economics and a Bachelors degree in the same discipline from the University of Nairobi.
He joined tht Washington-based IMF in 1995 as an economist and rose through the ranks to hold the position of
adviser. Prior to that, he worked briefly in the mid r98os at the Ministry of Planning and as an economist at the
Ministry of Flnance in the r99os.

Alternate to Governor, Central Bank of Kenya: Mr. William Nyagaka

Mr william Nyagaka joined the Central Bank of Kenya in May 1994. He was appointed Director, Financial Markets
Department in May zor8. He previously served as Director, lnternal Audit. He holds an MBA (Finance), and a
Bachelor of Commerce (Accounting) degree from the University of Nairobi. He is a Certified public Accountant
(CPAK) and a ceftified Public secretary (cPsK). Mr Nyagaka also holds a Bachelor of Laws degree (LLB) from the
University of Nairobi and a Diploma in Law from the Kenya School of Law. He is an Advocate of the High court of
Kenya.

Prior to joining the Central Bank of Kenya, he worked with the Kenya Power and Lighting Company Limited as a
financial actountant, in addition to with working with KENAO . He has served in various departments in Central
bank of Kenya, including Finance, Banking, Financial Markets, Bank Supervision and Deposit protection Fund
Board. He llso served, on secondment, at the Kenya Revenue Authority (KRA) during its formative stages.

Mr. MoibiMose

George Moibi Mose is an Advocate of the High Court of Kenya with over fifteen years experience. He is a
Commissioner for Oaths and Notary Public. Mr. Moibi holds a Bachelor of Laws (LLB) degree (Honours) from the
University of Nairobi and is currently pursuing a Master of Laws (LLM) from the same inititution. Mr. Moibi is a
Managing Partner at ongweny & Moibi Advocates with vast experience in Conveyancing, Civil and Commercial
Litigation, Company Secretarial Services, Wills and Estates, Real Estate, Family Court, Election petitions and
lmmigration Law. He previously worked at Sichale & Company Advocates as well as Munoru Kagiri & Wamae
Advocateg.

9. Ms. Christine Okoth

Christine is currently the Managing Director - MAL Consultancy Limited. She is an experienced Human Resource
and Business Leader, with over 15 years of HR and business partnering practice. prior to her current position,
Christine worked at Safaricom Limited where she held several roles including HR Systems and Communications,
Head of Talent and Resourcing and Head of HR Business Partnership. She holds a degree in lnternational Relations
and Marketing from The United States lnternational University. She is a certified Lead and lnternal Auditor, project
Manager, HR lnformation Systems Manager, Competency Assessor, Organization Design Expert, a Leadership
Coach and Mentor. Christine is a member of the lnstitute of Human Resource Management (IHRM) Kenya, and
chartered lnstitute of Personnel Development (clpD) in the United Kingdom.
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Corporate G overnance Statement (contin ued)
For the ended aoth tune zolq

COMPOSITION OF THE BOARD (Continued)

ro. Dr. Thomas Kibua

Dr' Kibua is Director of Academic Programmes at Strathmore University lnstitute of public policy and Governance,
Economic Advisor to the Governor of Makueni County and Partner and Senior Economist with African Developmeni
and Economic Consultants Ltd (ADEC), a Kenyan firm he co-founded in 1979 and which offers advisory services in
economics, management, finance and development. Previously, he served as Director of Health policy and Systems
Research at the African Medical and Research Foundation (April zooS -March zorr); the Executive Director of the
lnstitute of Policy Analysis and Research (IPAR) a non-governmental think -tank specialising in policy analysis and
research (zoo3-zoo8); and Chairman of Egerton University Council (zoo9-zorz). He previously taught for many years
at the Department of Economics, University of Nairobi. He was Deputy Governor of the Central Bank of Kenya for
the statutory period of eight years (e993-zoor), served as Advisor to the President of East and Southern Africa Trade
and Development Bank (zool), worked on long Term Technical Assistance Programme as Economic Advisor to the
Kenyan Ministry of Health (health care financing) (r99r-r993) and sat on several Boards of state corporations
(Capital Markets Authority, Export Processing Zones Authority, Export Promotion Councit and Deposit protection
Fund) and private companies, Dr. Kibua graduated from the University of Nairobi with a Bachelor,s degree and a
Masters degree in Economics in April 1974 and June 1975, respectively; a Master,s degree in Economics from yale
University, USA, in 1979; and a Doctor of Philosophy degree from the University of Nairobi in r9g3. He has extensive
hands-on experience in: (a) the management of macro-economic affairs (especially public finance management), (b)
university teaching, (c) research, research management and capacity building, (d) knowledge management and (e)
and consultancy on development and economic governance and management issues. His areas of specialisation
include development economics, economic governance and management (macroeconomic management and public
finance management) and quantitative methods. He has written extensively on development and economic policy
issues.

rr. Mr. Paul Ngugi (ferm ended 3oth May,2019)

Mr. Paul Ngugi holds a Masters of Social Science (M.Soc.SC) in Development Administration from the University of
Birmingham (UK), a Bachelor of Arts from the University of Nairobi and a Diploma of professional Development in
Management with Specialization in Budgeting and Financial Management from the University of Connecticut (USA).
Mr' Ngugi is a Member of the lnstitute of Directors of Kenya. He has served as Alternate Director to permanent
Secretary, Ministry of Finance in various boards of state corporations including Kenya Roads Board, Housing Finance,
Kenya Meat Commission and National Oil Corporation among others. He also served as Director in Kenya Dairy
Board and Chairman of the Micro and Small Enterprises Authority (MSEA). He has attended a course in Corporate
Governance for Directors and Mwongozo lnduction Programme for Boards of State Corporations, among others. Mr.
Ngugi was a long serving public servant and retired as Director of Budget at the National Treasury in the year zo:.3.

rz Mr. John Birech

Mr. John Birech holds an MA (Economics); B Phil. (Economics) and BA (Economics) from the University of Nairobi. He
is an independent director of the Board and has previously served in various capacities at the Central Bank of Kenya:
His last apPointment being the Ag. Director, Financial Markets Department before his retirement.
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COMPOSITION OF THE BOARD (Continued)

r3. Dr. Freshia Mugo - Waweru

Dr. Waweru earned her Ph.D. in lnternational Finance (Derivatives Trading) from Sogang University in Seoul (South
Korea), a Mastcrs in Business Administration (MBA) and Bachelors of Commerce (Accounting) from Kenyatta
University. She ls also a Certified Public Accountant of Kenya (CPA-K). ln zorz, she was appointed as part of a 16
member steering committee to come up with 10- year Master Plan of the Capital Markets Authority (CMA) of Kenya
which was launched in November zor4. ln January zor5, she was appointed as a member of the Capital Markets
Master Plan lmplementation Committee and the chairperson of the Financial Deepening Committee, especially on
the introduction of derivatives market in Kenya. ln April zo:.5, Dr. Waweru was appointed as a member of the Anti -
Money Laundedng Board where she was a member of the Finance Committee and the Chair of the Human Resources
Committee. ln October zor5, she was appointed as a member of the Nairobi Securities Exchange (NSE) Derivatives
Risk Management Committee.

Dr' Waweru hes extensive training and consultancy experience in different areas like; Corporate Governance,
Leadership, Finance for Non-Finance Directors & Managers, Derivatives Markets & Trading, Financial Management,
,and lnvestment Analysis and portfolio Management.

She is a senior lecturer at Strathmore University teaching Derivatives Markets, Advanced lnvestment Analysis and
Portfolio Management, Managerial Finance, Corporate Finance, lnternational Finance, public Sector Financial
Management Financial and Management Accounting among others.

14 Mr. Peter Murgai(Appointed on 3rd May, zorg)

Mr' Mungai is an Advocate of the High Court of Kenya and holds a Bachelor of Laws Degree (LLB) and a Masters in
Business Administration (MBA) from University of Nairobi (UON). He is currently prrrring a ph.D. in Business
Administration from the same institution. He is a Certified Public Accountant (CpA) and a Certified public Secretary
(CPS) as well an Associate of the Kenya lnstitute of Bankers (AKIB). He also holds a Certificate in Banking and
Financial Services (CBFS).

Mr' Mungai is the Head of Tax for Barclays Bank of Kenya Limited and has over 12 years experience in tax
management and policy. Priorto joining Barclays, Mr. Mungai worked with pricewaterhouseCoopers (pwC) and
KPMG East Africa. He is a Trustee for Barclays Bank Pension Schemes and a Member of the Standards Tribunal. He
has also worked with Diamond Trust Bank (DTB).

r5. Mr. Paul M. Muthaura ( Chief Executive)

Mr' Muthaura is the Chief Executive, Capital Markets Authority. ln his time with the Authority he has held positions
as the Director, Regulatory Policy and Strategy; Head of Legal Framework and Head of Enforcement.

Mr' Muthaura is a member of the Board of the lnternational Organization of Securities Commissions (IOSCO), the
Steering Conmittee of the Growth and Emerging Markets Committee of loSCo, the Financial Stability Board (FSB)
Regional Congultative Group for Sub-Saharan Africa and the Consultative Committee of the East African Securities
Regulatory Ar,rthorities (EASRA). Mr. Muthaura is also an ex-officio member of the Boards of Directors of the
Retirement Benefits Authority, the lnsurance Regulatory Authority and the vision zo3o Delivery secretariat.

He has previously worked as an Emerging Markets Advisor with the General Secretariat of the lnternational
organization of securities commissions (losco). Before moving into the regutatory industry, Mr. Muthaura was a
senior commercial associate with the law firm of Daly and Figgis Advocates.

Mr' Muthauna is an Advocate of the High Court of Kenya and an Honorary Fellow of the lnstitute of Certified
Secretaries' I'le holds a Bachelor of Laws degree from the University of wanarick, a Masters in Banking and Finance
Law from the London School of Economics and Political Science and a Masters in philosophy from the Maastricht
School of Management.
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CORPORATE SOCIAL RESPONSIBILITY STATEMENT

The Authority continues to be a responsible corporate citizen with focus on participation in various initiatives as part of
its corporate social investment strategy and taking responsibility to both its external and internal stakeholders.

ln line with the Presidential directive for State Corporations to plant as part of their Corporate Social
Responsibilities(CSR), the Authority planted 55o indigenous trees in the zor8/r9 Financial year. This was done in a
collaboration agreement with the Kenya Forestry Service(KFS) in an area measuring r/z hectare in the Ngong Forest
Nairobi. The cumulative number of trees planted by the Authority over a two year period is r,55o, and is weil above
ro96 ofthe total Corporate Social lnvestment budget forthe two years.

The Authority has in the last three years sponsored the construction of a multi purpose modern science laboratory for
Nthunguni Secondary School in Machakos County. During the year, the Authority partnered with the Science
Equipment Production Unit (SEPU) Limited to finish equipping of two laboratories (Chemistry and Biology Lab
combined and Physics Lab separate ) at a cost of Ksh. 3.5 million. We are glad that the facilities will be utilized by the
current form four candidates in the School as they do their Science practical examinations in their zorg K.C.S.E.

On the internal stakeholders, the following initiatives have been taken:

The Authority remains keen on compliance with the Occupational Safety and Health Act. This is achieved through
continuous sensitization on safety in addition to initiatives to optimize work place ergonomics and productivity.

The Authority has on regular basis conducted HIV Testing Services as an initiative for HIV/AIDS prevention as well as
establishing access to independent counselling for staff.

The Authority has consistently ensured compliance with the r/3 gender rule, with the current ratio of Female to Male
standing at 4:.:vo: 599/0 respectively thereby exceeding the minimum threshold of 33v0.
The Authority also takes into consideration the Face of Kenya when conducting recruitment and promotions
respectively for various positions in line with the Presidential initiatives on national values.

ln line with the Public Procurement and Asset Disposal Act zor5's requirement on preference and reseruations, the
Authority has ensured that the Access to Government Procurement Opportunities(AGPO), is maintained to above the
minimum 3o% threshold, and runs initiatives to empower Youth, Women and Persons with Disabilities to better
levera ge available opportunities.

The main entrance to the premises remains easily accessible to People With Disabilities(PWD), and deliberate effort is
also made to attract PWDs into employment by sharing information with the National Council of persons with
Disability.
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Capltal
Repnolthc of thc evthorlty
Fortlp

Thc Borrd of thc Authorlrty suknit ttrclr Report togcther wlt'h tie auditcd financial statcments for the ycar cnded
3oth June show the state of the affrirs of the Authority.

Princlprl

Thc Authority and facilitates the developmcnt of an ordcrln fair and efficient capital rnarket in Kenya.

Rrrultr

Thc resutc Authority fior the year endcd 3oth June zor8 are sct orrt on p.ge 29.

Borrd sfth. Authorlty

Thc Borrd of the Authorlty who held office during the year and to the date of tfils report rre set out on psge 3.

rrmbgion

ln accordancc

Consolldated
Scction rr9 (z) of the Public Finrncirl Mrnagcmcnt Act regulrtions, rcAulatory cntitlcs shall rqmit into
nincty Per ccntum of its surplus funds rcported in the audhcd financirl statements aftcr the end of each

financial ycar. Authority rcmits Krh 9e.7 mlllion (FY zorS: Ksh. zr.r mlllion)tothc consolldatcdfund

Audhor

Thc is responsible for the statutory audit of the Authority in accordance wittr Articlc :r9 ofthc Constitution
of Kcnya. 39 (e) of the Public Audit Act 2012, empow€ni the Audltor Gcncral to nominrte othcr auditors to clrry out
the audlt on bchalf,

Mbaya &
Arrthority

Ccrtificd Publlc Accountants were nominatcd by the Auditor General to carry out the audit of the
yeer cnded 3oth Junc zoe9.

By ordrr Boerd

Chlrf

Nrlrobl ................... 2o1g
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Capital M arkets A uth o rity
Statement of the Board M e mbe rs resp o nsibi liti es

tune zotgFor the vear ended. eoth

Board Committees

Subject to fundamental, strategic, policy and formal matters reserved for its decision, pursuant to Section r4 of Capital
Markets Act, the Board works through a number of committees which operate within defined Terms of Reference. Other
committees are formed on ad'hoc basis as need arise. During the period under review, the Board constituted the
following committees:

The Finance and Planning Committee

This committee consists of four members all of whom are non-executive members of the Board. The committee was
chaired by Mr. Paul Ngugi up to May zorg and subsequently by Dr. Thomas Kibua. This committee has oversight on all
financial issues including budgets, financial reporting process and controls and procurement. The committee met four
times during the year and had two special meetings.

The Audh, Corporate Govemance and Risk Management Committee

This committee consists of five members all of whom are non-executive members of the Board. The committee was
chaired by Dr. Freshia Mugo-Waweru. lt has oversight responsibility of reviewing, assessing adequacy and monitoring of
internal controls, risk management and corporate govemance processes; examining internal and external audit reports
and recommendations; overseeing financial reporting and reviewing the accounting principles, policies and practices
adopted in the preparation of financial statements. The committee met five times in the year.

The Human Resource and Communication Committee

This committee consists of five members all of whom are non-executive members of the Board. The committee was
chaired by Ms' Christine Okoth. lt is responsible for human resource matters including recruitmen! management
succession as well as the corPorate communication function. The committee met five times during the year and had one
special meeting.

The Technical and Policy Committee

The committee consists of five members all of whom are non-executive members of the Board. The committee was
chaired by Mr. John Birech. lt is responsible for considering technical and policy matters of the Authority, including
reviewing the Authori!y's strategy and continuous oversight of the review of the capital market legal and regulatory
frameworks. The committee met seven times during the year and had one special meeting.

Ad.Hoc Board Committees

The following were the Ad hoc Committees in the financial year:

i) The lmplementation Committee forthe Capital Markets Master Ptan- Launched in zor5.

ii) The Board established the ICT Adhoc Committee in February zor7. This committee consists of five members three
of whom are recruited from the ICT lndustry with ICT Technical Skills. The committee is chaired by Mr. Moibi Mose. lt
consists of two non executive members of the Board, and three external experts from ICT industry. lt is responsible for
continuous assessment of opportunities/innovation to improve service delivery through lCT, provide oversight and
guidance on the initiative to automate and deliver effective technological solutions to access and provide inputs on
strategies to deliver reliable ICT infrastructure and ensure Security (Confidentiality, lntegrity and Availability) of ICT
systems and to provide strategic guidance to ensure ICT operations, processes and resources are managed prudently..
The committee met three time in the year.

iii) Ad hoc Committee on Kenol Kobil PLC.This committee consisted of eight members four of whom were appointed
from the industry with Finance, auditing & Legal Skills. The committee is chaired by Mr. James Ndegwa. The committee
was appointed by the Board to conduct the enforcement action hearings in the alleged "insider-trading activities" in
Kenol-Kobil PLC shares. The Ad hoc committee metEtimes in the year.

iv) Financial Markets Law Review Panel
The Board of the Capital Markets Authority (CMA), in line with the targets set out in the Capital Market Master Plan
(zor4 - zoz3), established a Financial Markets Law Review Panel of 16 leading domestic and international financial
market lawyers and practitioners. The Panel will play a key advisory role to the Board in exercising its mandate to ensure
that capital markets law remains responsive to market realities and appropriately facilitative to evolving market
expectations from both a domestic and international perspective. The Panel will meet 2 - 4 times annually.
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Capital Markets Avthority
Statement ofthe BoardM embe rs responsi bi lities (Co nti n u e d)

June zotgFor the year ended 7,th

The Board Members are responsible forthe preparation and presentation of the Authority,s financial statements, which
give a true and fair vlew of the state of affairs of the Authority for and as at the end of the financial year ended on 3o,h
June zor9. This respqnsibility includes: (i) maintaining adequate financial management arrangements and ensuring that
these continue to be effective throughout the reporting period; (ii) maintaining proper accounting records, which
disclose with reasonable accuracy at any time the financial position of the entity; (iiij designing, implementing and
maintaining internal controls relevant to the preparation and fair presentation of the financial statements, and ensuring
that they are free from material misstatements, whether due to error or fraud; (iv) safeguarding the assets of the
authority; (v) selecting and applying appropriate accounting policies; and (vi) making accJunting estimates that are
reasonable in the circumstances.

The Board Members accePt responsibility for the Authority's financial statements, which have been prepared using
appropriate accoundng policies supported by reasonable and prudent judgements and estimates, in conformity with
lnternational Public Sector Accounting Standards (IPSAS), and in the manner required by the public Finance
Management Act and the State Corporations Act. The Board Members are of the opinion that the Authority,s financial
statements give a true and fair view of the state of Authority transactions during the financial year ended 3oth June
zor9, and of the Authority's financial Position as at that date. The Board Members further confirm the completeness of
the accounting records maintained forthe Authority, which have been relied upon in the preparation of the Authority,s
financial statements as well as the adequacy of the systems of internal financial control.

Nothing has come to the attention of the Board Members to indicate that the Authority will not remain a going concern
for at least the next twelve months from the date of this statement.

Approval of the financial statements

The Authority's financial statements were approved by the ao"ra on?.?/-O.3..,/. rorrand signed on its behalf by:

_1G-_
Chairman Chief Executive
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Capital Markets Authority
Management Discussion and Analysis
For the vear ended troth tune zote

SECTION A

Operational and Financial performance

The Authority promotes and facilitates the development of an ordinary fair, and efficient Capital Market in Kenya. This mandate has
continued to be delivered in the year. Revenue earned was 8% higher than last financial year with the recurrent surplus of Kshrz3million,
a significant increase from the previous year of 57 million. The increase in the realized revenue and surplus is mainly attributable to the
approval fee earned from the acquisition ofthe Kenol-Kobil by Rubis Energie in the year.

The Authority is in a strong cashflow position capable of meeting obligations as they fall due. The performance at hand has a bearing on
the future market activities. lt is of importance to note that any changes affecting investors in the economic, social and political
environment, has a significant impact on the capital ma*ets industry.

SECTION B

Complia nce with statutory requirements

The Authority is in compliance with all statutory obligations including but not limited to: remittances of pAyE, NHIF, NSSF, VAT, HELB,
Withholding tax etc within the stipulated deadlines.

The Authority being the Capital Markets regulator in Kenya, is subject to legal proceedings in the normal course of business, While it is not
possible to forecast or determine the final results of all pending legal proceedings, the Authority assesses the adequacy of its provisions
periodically against case developments and related legal costs. A full provision has been made in the books, and CMA has a prequalified
list of legal consultants, from which services are sourced competitively from time to time.

sEcTroN c
Key projects and investment decisions being implemented

The following is the major project being implemented at CMA.

SECTION D
Major risks identified in the ERM

The Authority updated its Enterprise Risk Management Framework in zor7, on the basis of which Risk Manangement has been
mainstreamed within the Authority to allow for structured risk assessments on a continuous basis. During the Financial year, the
Authority aligned its ERM Framework to its new zorS-zoz3 Strategic Plan and also automated its ERM Framework with the development
and roll out of a Projects, Performance and Risk Management System.

The Board is responsible for the Authority's risk management and at least once every quarter receives reports to enable the review,
monitoring and evaluation of the implementation and effectiveness of the ERM framework. The Authority in the course of its mandate
identifled key corporate risks, the associated risk levels, and their mitigation strategies as defined below:

r. Financial distress of Iisted companies due to poor governance practices, weak internal controls, and faited str.tegies.
The Authority will mitigate the risk by:
a). Ensuring implementation of the Principles for Financial Markets lnfrastructure and effective business plan by the market players.
(b) Taking enforcement action against violations
(c) Strengthening supervision of Listed Companies.
(d) Verification of data/ information from external sources such as audit and media reports.
(e) Enforcing implementation of the Code of Corporate Governance Practices.

Proiect description lviauiliw Fundinq
Change

Management
(Uwezo Kipeo)

Cultivating a culture of excellence driven by
outcomes, staff empowerment and a
globally benchmarked code of conduct and
ethics. This involves complete review of how
we manage and motivate staff, the single
most important resource in achieving the
mandate of Authority.

More skills, systems, agillty,
and raising the capability of
CMA to regulate the capital
markets, and being readyto
take on new challenges in
making Kenya a great place

to invest.

Donor
Funded/ CMA

The project is fully successful

z4



Ca p ital M a r kets A utho rity
M anagement Discussion and A nalysis
For the vear ended aothlune zorq

z. MajoroutageofmainlTinfrustructure/applicationsthatareoverdueforreptacement.coresystemsarepastendoflifeoronextended
maintenance thus crcating business continuity challenges

The Authority is mitigating this risk by:
(a) Effective Patching of all the operating systems, application and database software nearing end-of-life
(b) Timely replacement of failed hardware infrastructure peripherals such as hard disks and power supply unitse renewal
(c) Timely inititaion of the renewal process of maintenance contracts through procurement
(d) Managed and maintained effective monitoring on the network and server system for proactive resolution of errors, faults, outages and
resource utilization

Acombinationofmacro-economicrpolicy, legal,regulatoryandinstitutionalgapsandobstaclesto uptakeandsustenanceofcapital
markets products and services

The Authority is Positfuely engaging all the interested parties to create awareness on CMA mandate and the benefits to the economy of having
a Spot Commoditles &change.

4' Sub-optimal level of uptake of new and/or existing capital markets products and services
The Authority is mitigating this risk by:
(a) Robust investor education and public awareness initiatives on capital markets initiatives e.g. through University challenge competition and
other target groups
(b) Holding targeted Focus Group Discussions for various entities such as Chamas, Saccos, Pension Funds, Women in Business among others
(c) The CMA - KIPPRA Concept Paper on a 3-year (zor8 - zozr) engagement strategy was developed to guide key research and market
development initiativos going forward.

5. lneffective lnter-govarnmental and stakehotder coordination on COMEX establishment

The Authority Membershir in COMEX and Coffee task-forces has assisted articulataon of our mandate to the other stakeholders.
CMA attended stakeholder engagements at county level in order to gather feedback from the public.

6. Failure to timely det€ct misleading or falsified third party and financial statement information submitted by regulated entities either
publicly or through regulatory filings.

The Authority is addressing this risk associated with the current market state by scaling down budgeted actavities. ln addition to fastracking
sensitization on uptake ofnew products, example, REITS and the launch of new market driven products, example, Derivatives.

7. Cybersecuritythreatt
The Authority is continuously mitigating the risks to its ICT lnfrastructure, lnformation Systems and data by:

(a) Conductinq scheduled preventive maintenance exercise for ICT infrastructure and network components
(b) Conducting failover tests for ICT systems to the hot Disaster Recovery sites
(c) lmPlementing appropriate security measures and controls on the enterprise firewall and network

components.
(d) Restricting access to the Primary data center to authorized personnel and maintaining a server access log
(e) Monitoring and managing the backup process to ensure all critical data is included in the scheduled backups.
(fl Conducting cybers€curity awareness workshops for staff on current threats.

SECTION E

Material arrears in statubry/fi nancial obligations
The Authority has no stltutory arrears and has been prompt to remit all pension deductions to an independent administrator appointed
competitively by the Trustees.

There is an existing engagement with KRA for the latter to grant waiver of penalties and interest in line with prior confirmations being pursued in
conjunction with the Authority's tax consultants.

SECTION F

Financial probity and setious governance issues
There are no issues of financial improbity reported by any board committee or by external auditors. There are no governance issues and no
conflicts of interest at the Board or top management of the Authority.

zs
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Telephone: +254-Qo) 3214ooo
E-mail: info@oagkenya.go.ke
Website: www.oagkenya.go.ke

REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAL

En h a nc i n g A c'c'o un t a b i I i t.t'

HEADqUARTERS

Anniversary Towers
Monrovia Street

P.O. Box 3oo84-o01oo
NAIROBI

REPORT OF THE AUDITOR.GENERAL ON CAPITAL MARKETS AUTHORITY FOR
THE YEAR ENDED 30 JUNE, 2019

REPORT ON THE FINANCIAL STATEMENTS

Opinion

The accompanying financial statements of Capital Markets Authority set out on pages
28 to 56, which comprise the statement of financial position as at 30 June, 2019, and
the statement of financial performance, statement of changes in net assets, statement
of cash flows and statement of comparison of budget and actual amounts for the year
then ended, and a summary of significant accounting policies and other explanatory
information have been audited on my behalf by Mbaya & Associates, auditors
appointed under Section 23 of the Public Audit Act, 2015. The auditors have duly
reported to me the results of their audit and on the basis of their report, I am satisfied
that allthe information and explanations which, to the best of my knowledge and belief,
were necessary for the purpose of the audit were obtained.

ln my opinion, the financial statements present fairly, in all material respects, the
financial position of Capital Markets Authority 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 (Accrual Basis) and comply with the
Capital Markets Authority Act, Cap.485A of the Laws of Kenya.

Basis for Opinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAIs). I am independent of Capital Markets Authority 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 evidence I

have obtained is sufficient and appropriate to provide a basis for my opinion.

Key Audit Matters

Key Audit Matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. These matters were addressed in
the context of the audit of the financial statements, and in forming my opinion thereon,
and I do not provide a separate opinion on these matters. For each matter below, a

Repttrt tl rhe.luditot-Genarul on Cupitul .llarkcts.lutfutrir.t'lbr tha veur antlacl l0.tuna 20t9
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description of how the audit addressed the matter is provided in that context. I have
fulfilled the responsibilities described in the Auditor's Responsibilities for the Audit of
the Financial Statements section of the report, including in relation to these matters.
Accordingly, the audit included the performance of procedures designed to respond to
the assessment of the risks of material misstatement of the financial statements. The
results of the audit procedures, including the procedures performed to address the
matters below, provide the basis for my audit opinion on the accompanying financial
statements.

Key Audit Matters How the Audit Addresses the Key
Audit Maffer

1 Revenue from non-exchange
transaction

Revenue from exchange transactions
amounted to Kshs. 888 million. This
forms 85% of the total revenue
compared to the prior year. This
increase is mainly attributed to increase
in capitalization fees and application
and licensing fees.

This is a key audit matter due to its
materiality and its status as the core
source of income stream to the
Authority.

The following procedures were
performed:

Evaluation of internal controls and
walkthrough procedures on key
control and confirming that they
were adequate.
Performing analytical review items
compared to prior year.
Testing completeness by tracing
revenue earned to the bank
statements.
Verifying that the rates charged on
the fees are as per the Capital
Markets Requlation s, 2002.

a

a

o

a

2 lnvestors' Gompensation Fund (lCF)

lnvestors' Compensation Fund
comprises of marketable securities,
share investment, fees receivables and
bank balance. The Authority holds
lnvestors' Compensation Fund worth
Kshs.3.1 billion. This represents a37o/o
increase from the previous year. This is
attributed to increased investments in
Treasury Bills. ln addition, the ICF fees
from penalties increased from Kshs.42
million to Kshs.552 million in the
fi nancial year 201 812019.

This was considered a key audit matter
given its significance in the financial
statements. Also, the Authority is
required by law to maintain the fund.

The audit procedures included:

o Verifying accuracy of the
lnvestors' Compensation Fund
(lCF) receivables and agreed to
invoices and demand letters.

a Reviewing the annual securities
statement and verifying them
against the books of accounts to
test their accuracy, completeness,
existence and cut-off.

Report of the Auclitor-General on Capital Markets Authoritv./itr the vear ended 30,/une,20 l9
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Other lnformation

The Directors are responsible for the other information, which comprises the statement
of corporate governance, Directors' report and the statement of Directors'
responsibilities. The other information does not include the financial statements and
my auditor's report thereon.

My opinion on the consolidated financial statements does not cover the other
information and I do not express any form of assurance or conclusion thereon.

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 has come to my attention to cause me to believe that public resources
have not been applied laMully and in an effective way.

Basis of Conclusion

High Employees Costs

Contrary to the provisions of Section 26(a) of the Public Finance Management
(National Government) Regulations, 2015, that requires compensation of emfloyees
not to exceed 35o/o of revenue, the Authority employees' expenses amounted to
Kshs.491,668,000 or 47o/o of the total revenue of Kshs.1,043,961,000.

The audit was conducted in accordance with ISSAI 4000. The standard requires that
I 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 OVERALL GOVERNANCE

Conclusion

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

Report o/'the Awlitor-Ganerul on Cupitul Murkets Authorit.v for the veur erulcel 30.lune,20l9
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Basis for Conclusion

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 intemal control, risk management and 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
(Accrual Basis) and for maintaining effective internal control as management
determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error and for its assessment of the
effectiveness of internal control, risk management and governance.

ln preparing the financial statements, management is responsible for assessing the
Authority's ability to continue to sustain its services, disclosing, as applicable, matters
related to sustainability of services and using the going concern basis of accounting
unless the management either intends to liquidate the Authority or to cease operations,
or have no realistic alternative but to do so.

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.

The Board of Directors is responsible for overseeing the Authority's financial reporting
process, reviewing the effectiveness of how the Authority monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relation to 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

Report of'thc Auclitot-Gencrul on Captal lrlarkcts ,4uthoritv for thc .vear ended 30 June. 20 l9
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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 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 govern them and that public resources are
applied in an effective way, in accordance with the provisions of Article 229(6) of the
Constitution and submit the audit report in compliance with Article 229(7) of the
Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the
effectiveness of internal controls, risk management and 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 lnternal Control would not necessarily disclose all matters in
the lnternal Control that might be material weaknesses under lSSAls. A material
weakness is a condition in which the design or operation of one or more of the lnternal
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
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 in accordance with lSSAls, I exercise professional judgement and
maintain professional skepticism throughout the audit. I also:

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.

a

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

Report ty''the Ar.rlittsr-Generul on Capitul ,llarkets Authorit.v- litr the.veur antleel 30,lune,20l9
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a

Conclude on the appropriateness of the management's use of the going concern
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 Authority'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 Authority 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 Authority 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.

From the matters communicated with management, I determine those matters that
were of most significance in the audit of the financial statements of the current period
and are therefore the Key Audit Matters. These matters are described in my auditor's
report unless law or regulation precludes public disclosure about the matter or when,
in extremely rare circumstances, I determine that a matter should not be communicated
in my report because the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such communication.

ungu
AUDITOR.GENERAL

Nairobi

10 August,2020

Rcport ol the Auditot-Gencrul on Cupitul fulurkets Authorit.v./br the.vcur cruled 30.lune, 2019
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Capital Markets uthority
Financial
Forthe tune

STATEMENTOF NANCIAL PERFORMANCE FOR THE YEAR ENDED 3oTH JUNE zorg

Note

Revcnuefrom

Capitalization,

transactions

and new issue fees

Donorfund i

Revenue from

Other income

Total revenue

Expenses

transactions

Operating re z8

Total expenses

Other gains/
(Loss)/Gain on of property and equiPment

Surplus (gross)

Surplus due to N

Net Surplus

10

Treasury

2(,19

Shstooo

zor8
Shs'ooo

7

6

8

re(a)

887,998 8z518z8

?/r,?O?

938,r42 85o,rer

ros,Erg 107,?qq

q5r 967,486

rar)

(9oo,34r) (889,282)

1?2

t43,752 78,:r87

z,lo6l tztl

51046 57,o6o

(.rtl
9

z8

flar.



Cap ital M arkets Aut h o rity
Financial statements
Forthe year ended 3oth tune zo:.g

coNsoLlDATED STATEMENT oF FINANCIAL postfloN AS AT 3oTH JUNE zorg
(INCLUDING TNVESTOR COMPENSATION FUND)

ASSETS
Current assets
lnventories
Trade and other receivables from non exchange transactions
Trade and other recdvables from exchange transactions
Staff loans and advances/guarantee fund
Held-to-maturity i nvestments
Cash at bank and in hand
lnvestors' Compensation Fund

Non-current assets
Property and equi prnent
lntangible assets

Staff loans and advances/guarantee fund
Held-to-maturity i nvestments
lnvestors' Compensalion Fund's investments

Tota! Assets

Liabilities
Cunemliabilhies
Trade and other payafles
Provision for liabilitie3 and charges
lnvestors' Compensatlon Fund
Surplus payable to National Treasury

Non-current liabilhiet
lnvestors' Compensatlon Fund liabilities

Total liabilities

2019
Shs'ooo

zorS
Shs'oooNote

12

13(a)

13(b)

L4

15

r6
a7

t,6zz
45,2o7
:^4,676

50,2O8
L,O29,4ZO

29,5e5
r,934,62r

1638
52,515
12,707

48,548
836,36

42,875
998,149

i5c 1,

r8
19

t4
15

a7

44'3L6
2,3o7

342,568
r4r,86r

38,3r2
4,943

329,858
:.go,476

t,272,6681, r87,tzg

tr7t8,t8t t,836,2E7

20

2t
t7

r:.(a)

zr^6,:,:-z

82,44s
t,934,62r-

92,7o6

r98,7o6

79,o84
998,49

27.,427

a7

2,?zs,88a

t,l.87,:,zg t,272,668

-lr5$e:L 2,569,714

\3ao'537 L,259'49L
Net assets
Funds
Capitalfund
General fund
Building tund

Total Funds

Total Funds and Liabilities

Executive

24

25

z6

27,886

726,588

27,886
595,542

L.

Th2lP1tcialsg5"r1.t set out on pases
.....:....r....;... S.....:._..... 2or9 and were si

41823,55o ?,82q.22q4

z8 to 56 were approved for issue by the Board Members of the Autho rity on
its behalf by:

o.t"...H.:.R..=../c)

i=,ex-re5]la.
Chairman ofthe Board

3^ ,anaCurS-f nS LqD"t"...w../Q.r/zon
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C ap ital M arkets A uth o rity
Financial statements

CAPITAL MARKETS AUTHORITY (CMA) STATEMENT OF FINANCIAL POSITION AS AT 3oTH JUNE zoeg

For the ended June

ASSETS
Current assets
lnventories
Trade and other receivables from non exchange transactions
Trade and other receivables from exchange transactions
Staff loans and advances/guarantee fund
Held-to-maturity i nvestments
Cash at bank and in hand

Non-current assets
Property and equipment
lntangible assets

Staff loans and advances/guarantee fund
Held-to-maturity investme nts

Total Assets

Liabilities
Current liabilities
Trade and other payables
Provision for liabilities and charges
Surplus payable to National Treasury

Non-current liabilities

Total liabilities

Net assets
Funds
Capitalfund
General fund
Building fund

Total Funds

Total Funds and Liabilities

Note

12

13(a)

13(b)

t4
15

r6

!,622
45,2o7
:,4,676

5OrZO8
1,,029,42O

29,6:5

2o1g
Shs'ooo

zor8
5hs'ooo

q538

52,515
L2,7O7

48,548
836,536

42,875

t;.7o,748 81q

r8
19

L4

15

44,3a6
2'3o7

342,558
r4r,86r

38,3r2
4,943

329,858
:^90,476

531,O52

trTotrSoo r,558,4o8

20

21
r:.(a)

24

25

z6

z!6,l,.az
82,44s
gz,7o6

r98,7o5

79,o84
2L,L27

26? z98,gr7

39r,263 zo8-or.z4

1,31Or537 L,259,491

27,886

726,688
555,963

27,885
695,642

53s,95r

The fi nancial statements
,..RQ..:g-..-..

LrlLOrS?7

r.zor.8oo rr558,4o8

set out on Pages z8 to 56 were approved for issue by the Board Members of the Authority on
..zor9 and were its behalf

;P,'€. f-t-)'a
Chairman of the Board

o.,"..*/9.9 /.k!{ ox.....k=R..-/..?
3-35 ;tr.l.erur_$-7

Executive 8rt

3o

Date.
?.5l\



Cap ital M a rkets A uth o rity
Financial statements
For the year endedjoth lune 20L9

INVESTOR COMPENSATION FUND (CF) STATEMENT OF FINANCIAL POSITION AS AT 3oTH JUNE zorg

ASSETS
Current assets

Fees receivable
Cash and cash equivalents
lnvestor Compensation Fund investments Held-to-maturity

Non-current assets

Note
2o1g

5hs'ooo
zoeS

Shs'ooo

a7

a7

a7

a7

a7

44,5].6
t,:r76

:.,888,928

47'242
24'953

925,953

21 149

lnvestments in Listed Companies
lnvestors' Compensation Fund's investments Held to maturity

o","s$ig/n!l o"rc...%.:.t..1

rr9,438 :.67,:,z5
1,10t543

t,l,.87,:,zg 668

Total Assets ?,L2r.,749 2,27o,8l7

The Fund t7 ?,r.21-7aO4, zrz7o,8t7

The Authority is required to maintain a fund to be known as the lnvestors' Compensation Fund for the purpose of granting
compensation to inwstors who may suffer pecuniary loss resulting from the failure of a licensed broker or dealer to meet its
contractual obligations.The Fund value was shs3.:.zbillion (zorg: shz.zTbillion).

ncial statements set out on pages zB to 56 were approved for issue by the Board Members of the Autho rity on
.zor9 and were on

Executive Chairman of the Board

3o Arrc<.--rrz 2^5ra
Date
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Capital M arkets Authorrty
Financial statements
For the year ended 3oth tune zor.g

STATEMENT oF CHANGES tN NET AssETs FoR THE YEAR ENDED 3oTH JUNE zoeg

At est July zorT

Surplus for the year

Transfer to building fu nd

At 3oth June zorS

At rst July zorS

Surplus for the year

Transfer to building fu nd

At 3oth June zorg

Capital
fund

Shs'ooo

27,886

General
fund

Shs'ooo

598,582

57,o6o

(5o,ooo)

Building
tund

Shs'ooo

475,963

6o,ooo

Total
Shs'ooo

7.r202r431

57,o5o

1,2(q.aq1+

L'259,491

51045

27,886 6 963

27,886 695,642

51046

(zo,ooo)

726,688

$5,963

20,ooo

27,886 555,963 7..
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C ap i tal M arkets A uth o rityr
Finqncial statements
For the vear anded loth tune zoro

coNsoLlDATED STATEMENT oF cAsH FLows FoR THE YEAR ENDED 3oTH JUNE zorg

Note
Cash flows from operating activities
Surplus for the year
Adjustments fur:
Tax expense
Depreciation of property and equipment
Amortisation of intangible assets
Deferred donot funded income
Gain on disposal of property and equipment
lnterest incomc
Operating Surplus before working caphal changes
Decrease/(increase) in:

lnventories
Trade and other receivables
Staff loans and advances

lncrease/(decrease) in:
Trade and other payables
Provision for liabilities and charges
lnvestors' Gompensation Fund
Staff benevolent fund

Cash generated from operations

lnterest received

Surplus paid

:.8

19

9
I

2019
Shs'ooo

r43,752

16,939
u,636

r6
5,339

(r4,3lo)

t7,4oG

3,36r
85o,933

8

92L,n4

ro4rro6

(z:-,tz7)

(13,289)

o

478
r6q5o3

(r,o35ut3)
66,496

(2ro,765)

(r,o4r,79o)

(32o36)

6l,8zB

16 3o,l9a

zorS
Shs'ooo

78,:.87

23,594

3,359

Gs6)
4,55a

(7,or9)

3o,o67
(6,7s8)

387,505

to3,972

(5628)
(2,u83)

2()

(48,874)
(3r9,3ro)

82,942
(22r,988)

(92,r54)

r5g,g8z

67,828
@

a7(132)

(ro4,ro6) (103,972)

59,089 r,r85

408Dr5

Net cash generated from operating activities

Cash flows frorh investing activities
Purchase of property and equipment
Purchase of intlngible assets
Proceeds from disposal of property and equipment
Purchase oftreasury bonds from the lnvestors, Compensation Fund
(Purchase)/sale oftreasury bills from the lnvestors, Compensation Fund
(Purchase)/sale of treasury bonds
(Purchase)/sale of treasury bills

Net cash used hr from investing activhies

Net increase/(decrease) in cash and cash equivatents

Cash and cash Cquivalents at start ofthe year

Cash and cash Cquivalents at end ofthe year

atoo4,li3 5r,z,967

r8
19

l
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C ap ital M arkets A uth o rityr
Financiql stdtements
For the ended June

CAPITAL MARKETS AUTHORTTY (CMA) ST.ATEMENT OF CASH FLOWS FOR THE YEAR ENDED 3oTH JUNE zorg

2()1g

Shs'ooo
Cash flows from operating activhies
Surplus for the year
Adjustments for:
Tax expense
Depreciation of property and equipment
Amortisation of intangible assets
Deferred donor funded income
Gain on disposal of property and equipment
lnterest income
Operating Surplus before working capitat changes
Decrease/(increase) in:

lnventories
Trade and other receivables
Staff loans and advances

Increase/(decrease) in:
Trade and other payables
Provision for liabilities and charges
Staff benevolent fund

Cash generated from operations

lnterest received

Surplus paid

Net cash generated from operating activities

Cash flows fiom investing activities
Purchase of property and equipment
Purchase of intangible assets
Proceeds from disposal of property and equipment
(Purchase)/sale of treasury bonds
(Purchase)/sale of treasury bills

Net cash used in from investing activities

Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents at start ofthe year

Cash and cash equivalents at end ofthe year

(ro4,ro6) (ror.ozz)

59,089 1,185

18

19

9
I

rB
19

Note

r6

L43,752

16,939
2,636

(r3z)

r6
5,339

(r,4,37o)

17,4o6

3,361

7o,84:-

ro4,ro6

(z.t,rz7l

r53,8zo

(23,289)

o

478
66,496

(2ro,765)

(16Zo8o)

(r3,259)

42,875

--'z9,51L

2o18
Shstooo

78,t87

23,594

3,359

G:6)
4,55r

(7,o19)

3o,o67
(6,758)

L7

27,,49o

ao3,972

:,-t5,462.

G,628)
(2,283)

20

8z.,g4z
(zzr,q88)

(ra6,crz)

(2a,47s)

6a,lso

42,875
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Cqltql Arrthodty
Hnandal
Forthc tunc

INVESTOR

Clshfown acttvitlct
lnterest lncome
OpGrrtkrg bcfiorc vrorldng crpital chrngcs

Tndeand
ln:
recelvables
in:

ICF Fund

ProvHon

FUND flCF) STATEMENT OF CASH FLOWS FoR THE YEAR ENDED 3oTH JUNE ror.9

and charges

Notc

a7

a7

2O1g

Shsboo

(r63,u6)
(z61er5)

t,726

848,2o7

@
263,u6

8so,933

r6q5o3
(rro3trrl)

(81+,l::ol

(4,m1

24r953

LrL76

-

zor8
5ht'ooo

(2r4,r34)
(zt4,z34l

(r3,535)

40&o4o

473,27a

214,234

Cuhgcrcrred opcretlorc

lnterest

Surplus paid

Nct cerh from opcrrting rctlviticr

Crdrf,owr .ctlvhia3
Purchasc of bonds from the lnvestory Comp€nsatlon Fund
(PurchaseVsale Eeasury bills from the lnvestors, CompensaUon Fund

Nct ca$ uscd irwcstlng actfuidcs

in cash end cerh cqulvelcnts

Crsh rnd cerh rt 
'tlrt 

of thG yc.r

Cerh end ceCr et cnd ofthc ycar

a7

387,qoq

a7

t7
(138,874)

Nrt
Oo,67q)

99632

e4,9Sl
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C a pital M ar kets A uth o rityr
Financial statements
For the year ended joth tune 20L9

STATEMENT OF COMPAR]SON OF BUDGET AND ACTUAL AMOUNTS

Approved
budget Adjustments

(Reallocations)
zorS-zor9

Shs'ooo

Actua! on
comparable

Final budget basis

zor8.ror9 zorS-zorg
Shs'ooo Shs,ooo

zorS-zo:.9
Shs'ooo

553,170
21,5OO

12,752

112.(OO

361,57s
26,676
11r123

a8z.6za

Performance
difference

zor8.zoe9
Shs'ooo

(r85,s9s)

5,46
(r,629)

Revenue
Fee income from NSE
Licenses and permits
Market development Fees
Capitalisation and bond approvals
Fee based income
Donor Funding. gifu and services-in-kind
Finance income - extemal investments
Gains on disposal, rental income and agency fees
Other income

Total income
Expenses
Personnel cost
Rent and maintenance
Equipment maintenance and stationery
Telephone, postage and utilities
Entertainment and public relations
Medical scheme and insurance expenses
Training and conferences
Motor vehicle running expenses
Subscriptions and IOSCO membership
Authority board members' emoluments and
allowance
Professional & consultancy services
Litigation/legal expenses
Market Development & lslamic Finance
Capital Markets Masterplan
Donor Funded Projects
Depreciation of property, plant and equipment
Amortisation of intangible assets
Audito/s remuneration
lnvestors' education and awareness programme
Tribunal expenses

Total expenditure

Surplus for the period

553,17o
21,5OO

1,21752

22

a)
b)
c)

d)

e)

0
e)
h)

150,121
919r922

69,ooo

95,OOO

9,'9r922
69,ooo

95,ooo

887r998

50'444
:,o4,:,o6

132.23

6r,926)
(r8,856)

9rro6
132.23

(rz,8aq)tt.c,6z 14,s62 1.711

r,oq8.a8a 1,Or.r.,oq? (ga,asr)

492'750
43,20o

51r19o
r8,4ro
34,3o9

37,881

70,OOO
6,r8o

14,1O5

39,r8r
34,645
19,2OO

35,453
8,9oo

69,ooo
6o,o86

6,s4:'
2,ogo

33,19o
6.ooz

(4,6oo)

4,6oo

401

492,750

43,2oo

51,19o
r8,4ro
29t709

42,487

70,OOO
6,58r

14,105

49r,568
38,6ro
38rro3
t4,765
:.8,7zG

36,r46
64,s46

5,87o
11139o

31,553
r8,o54
L7,599

:.8,oz.4

7,o3a
5o,539
16,939

2,636
tr7z6

t6,or6

t,o8z a)

4,591 b)
r3,o87

3,645 c)
ro,983 d)

6,14a

5,454
7ra e)

2,715 0

7,628 S)
:.6,59:. h)
t,6or i)

:.:7,4z9 )
r,859 k)

18,46r D

43,147 m)

3,9o5

354

(aor)

39,r8r
34,645
19,2OO

35,453
8,9oo

69,ooo
6o,o86

6,s4:-
2ro9o

33,19o
5,6or lqc

9,a74
s,202

n)
o)

r.o8z.ezo r.o8 2,?20 qoo.?a1 r8r.q7g

r6
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Capital M arkets AUth o rity
Financial statements
For the year end,ed, Soth tune zotg

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS (CONTINUED)
Notes on Significant rariances (ro% and above) between actual and budget.

REVENUE

a) Transaction Fee income from NSE was affected as the market reported low trading volumes for equities dropping from
Kshr97.89billion last yearto Kshr45.5billion in zorS/r9.

b) Licensing fees were above annual budget with the licensing of the Nairobi Securities Exchange (NSE) to operate the
derivatives trading, significantly contributing to this.

c) Market Develofment fee income was below annual budget as the volume of issued and listed corporate bonds was
below budget by 35% with no new issuers coming to the market.

d) Caphalization and bond approvals income was higher than budget mainly due to the one- off transaction for the
takeover of 4ur5,7g,7oo shares of Kenol Kobil by Rubies Energie generating approval fee of Ksh r3rmillion. lncreased
GoK's appetite(4o% above budget) for local borrowing to complete strategic projects has also contributed to this
increase.

e) Donor Fundirp' gifts and services-in-kind was low, as income expected didnt come through due to delayed
Procurement prqcess forthe projects that were envisaged to be completed within the Fyu or8/r9.

g Finance incomc from extemal investments was above budget by ro% as the Authority contiiued investing excess cash
while adhering to a policy for retum optimisation.

g) Gains on disposa! income was due to the receipts from disposal of obsolete assets through competitive bidding.
h) other income rcalized were mainly from the Sponsorships of the Authority programmes by local partners, the main

events being th€ successful University Challenge activity.

EXPENDITURE

a) The Authori!y's staff complement was gradually filled in the year, and the Perconnel cost was well within the approved
budgeted amount.

b) Reduction in rent and maintenance costs is mainly due to the delay in the acquisition of the budgeted offsite storage
space and lowerthan anticipated maintenance costs.

c) Telephone, postage and utithies - was below budget due to cost control strategies that the Authority continued to apply
including leverqing on competitive service provision negotiations for cheaper broad band infrastructure and led
technology among other initiatives. This is commensurate to the "Uwezo Kipeo', culture change project.

d) Advertising and public relations-There has been a shift in strategy on advertising with more focus on Social Media
platforms as opposed to Print Media, as well as conscious cost reduction strategies in the year.

e) Motor vehicle running expenses were within the budget as cost control strategies (e.g. use of fuel cards, negotiated
transport rates, pooling oftaxi cabs) contributed to the low costs.

f) Subscriptions and tosco membership - was below budget as participation of technical staff were scaled down arising
from the previous year,s travel restrictions.

9) At^hority board members'emoluments and allowances were below budgeted level as the Board suspended various
activities like tralnings, as part of own austerity measures to reduce costs based on the market performance er and Oz.

h ) Professional & consultancy services - spent below budget as there were mainly two consultancies in the year, namely:
Leadership devclopment Programme for all staff (KshT.Smillion) and Development of Knowledge and lnformation
Technology Strategy (Ksh4.Smillion) with carry over of some activities into next year.

i) Litigation/legal expenses' were within budget as the Authority replaced previous lawyers and procured new advocates
in the ongoing litigation against the former directors of the defunct Nyaga Stock Brokers.

j) Market Development & lslamic Finance activities in implementing the zorS/23 Strategic plan continues being done by
use of internal lnternal resources, and partnerships. Some of these programmes are, Regulatory Sandbox. M-Akib;
events, lslamic koducts events, among others.

k) caPital Markets Masterptan' Through a more proactive approach all the main activities in the implementation road map
for the year were achieved at less cost and time.

l) Donor Funded Projects cost - were below the anticipated level as lengthy donor procurement processes delayed
finalization of certain planned donorfunded projects and related acquisitions.

m) Depreciation of property, plant and equipment and amortization cost was below budget. Difference was due to assets
not acquired, sec (l) above, during the period as well as assets which were fully depreciated in the year.

n) lnvestors' educltion and awareness Programme expenses were below budget as partnering (cost sharing) with other
stakeholders was improvised for some of the activities undertaken.

o) Caphal Markets Appeals Tribunal expenses remained low against budget as the tribunal membership was not quorate
for the better part of the year and was only constituted in 04.
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Capital Markets Authority
Financial statements
For the vear ended aoth June zo:.g

NOTES

1. Statement of compliance and basis of preparation

The Authority's financial statements have been prepared in accordance with and comply with lnternational public sector Accounting
standards (IPSAS)' The financial statements are presented in Kenya shillings, which is the functional and reporting currency of the authority
and all values are rounded to the nearest thousand (shs 'ooo'). The accounting policies have been consistentiy applied to all the years
presented.

The financial statements have been prepared on the basis of historical cost, unless stated othenvise. The cash flow statement is prepared
using the indirect method. The financial statements are prepared on accrual basis.

The Authority adopted IPSAS in the year :or.4 following the gazettement ofthe Public Sector Accounting Standards Board (pSASB) which
was established by the Public Financial Management Act (PFM) No.r8 of 24th July zorz. psASB issued financial reporting standards and
guidelines to be adopted by all state organs and public sector entities, which the Autirority complies with.

2. ADOPTION OF NEW AND REvlsED STANDARDS

New and amended standards and interpretations in issue but not yet effective in the year ended 3o June uorg

3. Summary of significant accounting poticies

a) Revenue recognhion

i) Revenuefromnon-exchangetransactions

Fees

The Authority recognizes revenues from fees when the event occurs and the asset recognition criteria are met. To the extent that
there is a related condition attached that would give rise to a liability to repay the amount, deferred income is recognized instead of
revenue. other non-exchange revenues are recognized when it is probable that the future economic benefits or service potential
associated with the asset will flow to the Authority and the fair value of the asset can be measured reliably.

Donor lncoma

Donor funds are received through Government supported programmes and other development Agencies. These funds are
recognised at fair value when there is reasonable assurance that the Authority will comply with the conditions attaching to them and
the funds will be received. Donor funds related to purchase of assets are treated as deferred income and allocated to statement of
financial performance lncome overthe useful lives ofthe related assets while grants related to expenses are treated as donorfund
income in the income statement.

ii) Revenue from exchange transactions

The Authority recognizes revenue from rendering of services by reference to the stage of completion when the outcome of the
transaction can be estimated reliably.

Where the contract outcome cannot be measured reliably, revenue is recognized only to the extent that the expenses incurred are
recoverable,

lnterest income

lnterest income is accrued as it is earned over the life of the investments held .

b) Budget information

The annual budget is prepared on the accrual basis, that is, all planned costs and income are presented in a single statement to
determine the needs of the entity. As a result of the adoption of the accrual basis for budgeting purposes, there are no basis, timing or
entity differences that would require reconciliation between the actual comparable amounts and the amounts presented as a separate
additional financial statement in the statement of comparison of budget and actual amounts.

Standard lnt

IPSAS 39:
Employee Benefits

39 was to create convergence to changes in IAS rg Employee benefits. The lpsASB

1gt
to tssueobjective

create IPSASof to athe donemendmentsconvergence 25 tAsto The matn19. tots ensureobjective accurate
information to ansrliabilitiesrelating pension from definedthen9 schemebenefit with thedoingby away

IPSAS 4o: Public
Sector

Combinations

coversstandard sector combinationspublic fromarising tntransactions casewhichexchange are treatedthey
IFRSwith toilarly Business3(applicable acquisitions combinations andonly) combi arisinations from non exchan9

which are covered under Public combinationsSectorpurely as amalgamations.

rst January toeg:
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Cap ital M a rkets Auth o rity
Financial statements
For the vear ended joth tune zots

NOTES (CONTTNUED)

3. Summary of significant accounting policies (continued)

c) Taxes / Surphs due to the National Treasury

The Authority is exempt from income tax vide pFMA regulation no.34 of zo:.5.

On zoth March zor5, The National Treasury issued PFMA Regulation No. 34 which under Section 219 exempts
the Authority from paying taxes in the future. The Authority will however be required to submit 9o% of its
surplus to the National Treasury.

d) Property and equipment

All property and equipment are stated at cost less accumulated depreciation and impairment losses. Cost
includes expenditure that is directly attributable to the acquisition of the items. When significant parts of
ProPerty and equipment are required to be replaced at intervals, the entity recognizes such parts as individual
assets with specific useful lives and depreciates them accordingly. Where an asset is acquired in a non-exchange
transaction for nil or nominal consideration the asset is initially measured at its fair value.

Depreciation is calculated using the straight line method to write down the cost of each asset to its residual
value over its estimated useful life using the following annual rates:

Rate

Motorvehicles 2So

Furniture & fittings L2.yo
Office equipment zoVo
Computers & copiers zpt

Gains and losses on disposal of property and equipment are determined by reference to their carrying amount
and are taken into account in determininq surplus for the year.

e) Leases

Operating leases

operating leaEes are leases that do not transfer substantially all the risks and benefits incidental to ownership of
the leased item to the Authority. operating lease payments are recognized as an operating expense in surplus or
deficit on a straight-line basis over the lease term.

0 lntangible assets

lntangible assets acquired separately are initially recognized at cost. The cost of intangible assets acquired in a
non-exchange transaction is their fair value at the date of the exchange. Following initiil recognition, intangible
assets are calried at cost less any accumulated amortization and accumulated impairmeni losr"r. tntemally
generated intangible assets, excluding capitalized development costs, are not capitalized and expenditure is
reflected in surplus or deficit in the period in which the expenditure is incurred. Amortisation is calculated using
the straight line method to write down the cost of each licence or item of software to its residual value over iti
estimated useful life of three years.

The useful life of the intangible assets is assessed as finite.
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NOTES (CONTTNUED)

3. Summary of significant accounting policies (continued)

g) Financialinstruments

Financial assets

lnitial recognition and measuremen 
IFinancial assets within the scope of IPSAS z9 Financial lnstruments: Recognition and Measurerlnt .r.

classified as financial assets at fair value through surplus or defici! loans anJ receivables, held-to-maturity
investments or available-for-sale financial assets, as appropriate. The Authority determines the classification of
its financial assets at initial recognition.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market' After initial measurement, such financial assets are subsequently measured at
amortized cost using the effective interest method, less impairment. Amortized cost is calculated by taking into
account any discount or premium on acquisition and fees or costs that are an integral part of the effective
interest rate. Losses arising from impairment are recognized in the surplus or deficit.

Held-to-maturity

Non-derivative financial assets with fixed or determinable payments and fixed maturities are classified as held
to maturity when the Authority has the positive intention and ability to hold it to maturity. After initial
measurement, held-to-maturity investments are measured at amortized cost using the effective interest
method, less impairment. Amortized cost is calculated by taking into account any discount or premium on
acquisition and fees or costs that are an integral part of the effective interest rate. The losses arising from
impairment are recognized in surplus or deficit.

lmpairment of financial assets

The Authority assesses at each reporting date whether there is objective evidence that a financial asset or a
group of financial assets is impaired. A financial asset or an entity of financial assets is deemed to be impaired if,
and only if, there is objective evidence of impairment as a result of one or more events that has occuned after
the initial recognition of the asset (an incuned'loss event') and that loss event has an impact on the estimated
future cash flows of the financial asset or the group of financial assets that can be reliably estimated. Evidence
of impairment may include the following indicators:

!) The debtors or a group of debtors are experiencing significant financial difficulty.
ii) Default or delinquency in interest or principal payments.
iii) The probability that debtors will enter bankruptcy or other financial reorganization.
iv) Observable data indicates a measurable decrease in estimated future cash flows (e.g. changes in arrears or

economic conditions that correlate with defaults)

Financial liabilities

lnitial recognition and measurement

Financial liabilities within the scope of IPSAS z9 are classified as financial liabilities at fair value through surplus
or deficit or loans and borrowings, as appropriate. The Authority determines the classification of its financial
liabilities at initial recognition.

All financial liabilities are recognized initially at fair value and, in the case of loans and bonowings, plus directly
attri butable tra nsaction costs.

I
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3. Summary of significant accounting policies (continued)

h) Provisions

Provisions are recognized when the Authority has a present obligation (legal or constructive) as a result of a

Past event, it is probable that an outflow of resources embodying economic benefits or service potential will be
required to settle the obligation and a reliable estimate can be made of the amount of the obligation.

Where the Authority exPects some or all of a provision to be reimbursed, for example, under an insurance
contract, the reimbursement is recognized as a separate asset only when the reimbursement is virtually
certain.

The expense relating to any provision is presented in the statement of financial performance net of any
reimbursement.

Contingent liabilities

The Authority does not recognize a contingent liability, but discloses details of any contingencies in the notes
to the financial statements, unless the possibility of an outflow of resources embodying economic benefits or
service potential is not remote.

i) Employee benefits

Retirement benefit plans

The Authority provides retirement benefits for its employees. Defined contribution plans are post employment
benefit plans under which an entity pays fixed contributions into a separate entity (a fund), and will have no
legal or constructive obligation to pay further contributions if the fund does not hold sufficient assets to pay all
employee benefits relating to employee service in the current and prior periods. The contributions to fund
obligations for the payment of retirement benefits are charged against income in the year in which they
become payable.

The Authority and its employees also contribute to the National Social Security Fund (NSSF), a national
defined contribution scheme. Contributions are determined by local statute and the Authority,s contributions
are charged to the statement of comprehensive income in the year to which they relate.

j) Gratuityobligations

The Authority pays service gratuity to staff on contract under their terms of employment. Employee
entitlernents to gratuity are recognized when they accrue to employees. A provision for gratuity payable is
made in the statement of financial position. The gratuity is not subject to actuarial valuation.

k) Foreign currencytransactions

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on the date of the
transaction. Trade creditors or debtors denominated in foreign currency are reported at the statement of
financial position reporting date by applying the exchange rate on that date. Exchange differences arising from
the settlement of creditors, or from the reporting of creditors at rates different from those at which they were
initially recorded during the period, are recognized as income or expenses in the period in which they arise.

!) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at ban( short-term deposits on call and highly
liquid investments with an original maturity of three months or less, which are r".jiry convertible to known
amounts of cash and are subject to insignificant risk of changes in value. Bank account balances include
amounts held at various commercial banks at the end of the financial year.

The Authority manages the lnvestor Compensation Fund (lCF) and reports the funds held in the bank, call
accounts on behalf of ICF as part of cash and cash equivalents.

4L



Capital M arkets Authority
Financial statements
For the ended June

NOTES (CONTINUED)

3. Summary of significant accounting policies (continued)

m) lnventories

lnventories are stated at the lower of cost and net realisable value. Cost is determined using the first-in first-out
(FIFO) method. Net realisable value is the estimated selling price in the ordinary course of business, less the
estimated costs of completion and selling expenses.

n) Related party

The Authority regards a related party as a person or an entity with the ability to exert control individually or
jointly, or to exercise significant influence over the Authority, or vice versa. Members of key management are
regarded as related parties.

o) Comparative figures

Where necessary, comparative figures for the previous financial year have been amended or reconfigured to
conform to the required changes in presentation.

+. Significantjudgments and sources of estimation uncertainty

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

a) significantjudgements made in applying the Authority.s accounting poticies

The judgements made by the board members of the Authority in the process of applying the Authority,s
accounting policies that have the most significant effect on the amounts recognised in the financial statements
include:

Whether the Authority has the ability to hold 'held-to maturity' investments until they mature. lf the Authority
were to sell other than an insignificant amount of such investments before maturity, it would be required to
classify the entire class as 'available-for-sale' and measure them at fair value.

b) Key sources of estimation uncertainty

Key assumptions made about the future and other sources of estimation uncertainty that have a significant risk
of causing a material adjustment to the carrying amount of assets and liabilities within the next financial year
include:

i) Retirement benefrt obligations

The pensions contributions into the Defined Contribution (DC) Scheme are expensed as incurred in the year

ii) lmpairment losses

Estimates are made in determining the impairment losses on receivables. Such estimates include the
determination of the net realisable value or the recoverable amount of the asset. The movement on the
impairment provision is set out in Note rz.
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5. Risk management objectives and policies

a) Financia! risk management

The Authority's activities exPose it to a variety of financial risks including credit, liquidity and market risks. The
Authority's overall risk management policies are set out by the board and implemented by the managemen! and
focus on the unPredictability of changes in the business environment and seek to minimise the potential adverse
effects of such risks on the Authority's performance by setting acceptable levels of risk. The Authority does not
hedqe aqainst any risks.

i) Credh rirk

Credit risk is the risk that one Party to a financial instrument will cause a financial loss for the other party by
failing to discharge an obligation. Credit risk mainly arises from financial assets, and is managed on a Authority.
wide bacis. The Authority does not grade the credit quatity of financial assets that are neither past due nor
impaired.

credit risk on financial assets with banking institutions is managed by dealing with institutions with good credit
ratings and placing limits on deposits that can be held with each institution.

Credit risk on trade receivables is managed by ensuring that credit is extended to customers with an
established credit history. The credit history is determined by taking into account the financial position, past
experie0ce and other relevant factors. credit is managed by setting the credit limit and the credit perioj for
each customer. The utilisation of the credit limits and the credit period is monitored by management on a
monthly basis.

At 3oth June zorg
Held-to-rnatu rity investments
Staff loans and advances/ fund
Trade receivables
Other receivables
Cash at ban( in hand and deposits

Maximum exposure to credit risk

Fully
performing

Shs'ooo
t,t7t,zB:.

392,T16
4r,589
6,565

2q,l.7q

r.5ar.688

Fully
performing

Shsboo
L,O27,Oa2

378,4o6
48,496

5,o55
42,7?-\

Past due but
not impaired

Shs'ooo

Past due but
not impaired

Shs'ooo

lmpaired
Shs'ooo

Total
Shs'ooo

t,:,-7:,,z8t

392,716
41,589
6,566

2q,l.7q

At 3oth June zoe8
Held-to-matu rity investments
Staff loans and advances/ fund
Trade reCeivables
Other reteivables
Cash at ban( in hand and deposits

Maximum exposure to credit risk , .*
The agelng analysis of past due but not impaired trade receivables is

Over 6 months

lmpaired
Shs'ooo

Total
Shs'ooo

7,,027,OL2

378,405

48,496
5ro55

42.7?.q

o 1.(O1.70a

zorS
Shs'ooo

2019
Shs'ooo

Thepastduedebtorsarenil.AnimpairmentprovisionofShs4,546,ooo1,o.e'ffii,h#
impaired receivables. The Authority does not hold any collateral against the past due or impaired receivables. The
management continues to actively follow up past due and impaired receivables.
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5. Risk management objectives and policies (continued)

a) Financial risk management (continued)

ii) Liquidity risk (continued)

27,t52

3rr9o8
39,244

Less than
one month

Shs'ooo
Year ended 3oth June zoeS
Trade and other payables
Accruals
Provision
Gratuity obligations

Liquidity risk is the risk that the Authority will encounter difficulty in meeting obligations associated with
financial liabilities. The board has developed a risk management framework for the management of the
Authority's short, medium and long-term liquidity requirements thereby ensuring that all financial liabilities are
settled as they fall due. The Authority manages liquidity risk by continuously reviewing forecasts and actual
cash flows, and maintaining banking facilities to cover any shortfalls.

The table below summarises the maturity analysis for financial liabilities to their remaining contractual
maturities. The amounts disclosed are the contractual undiscounted cash flows.

Lessthan Bctween Betwaen Over Total
one month 1.3 months 3-ez months ,. year

Shs'ooo Shs,ooo Shs,ooo Shs,ooo Shs,ooo
Year ended 3oth June zor.9
Trade payables

Other payables
Provision for liabilities and charges
Gratuity obligations

n,8t8
66s

2

4

32,89s _ 37,86s---r3fi6, ----- 

--L39t 
_-ElL -=Gf

Betwoen
1.3 montht

Shs'ooo

11395

Between

3.rz months
Shg'ooo

32,4ao

Over
r year

Shs'ooo

3,r64
z8,o6o

27,454

33,972
44717,22

Total

Shs'ooo

1O,149

7r,36o
92,3o7

24,890

10,131

35,786
2r,833

z4,8go

r8

42,4a4

,r,641 4r,43, 3r,4

iii) Market risk

Market risk is the risk that the fair value or future cash flows of financial instruments will fluctuate because of
changes in market price and comprises three types of risks: interest rate risk, price risk and foreign exchange
risk.

lnterest rate risk

lnterest rate risk is the risk that the interest rate movement may have a significant impact on Authority,s value
of investments .

The Authority's investments in fixed rate bonds expose it to fair value interest rate risk. The Authority has no
interest bearing liabilities. The Authority considers that a change in interest rates of 2 percentage points in the
year ending 3oth June zorg is reasonably possible. lf the interest rates on the Authority's held-to-maturity
investments at the year-end were to decrease/increase by this number of percentage points, with all other
factors remaining constant, the surplus would be lower/higher by Kshsr3million (zor8: Shs r3,ooo,ooo).

Price risk

Marketable instruments held by the Authority include Treasury Bonds and Treasury Bills whose market prices
are subject to change. The Authority review the portfolio, set exposure limits and respond to market price
changes and conditions to secure both fair values and cash flow from such instruments.

Foreign exchange risk

Foreign exchange risk would arise where transactions or bank balances are denominated in foreign currency.

The Authority's transactions and bank balances are denominated in Kenya Shillings. Hence the exposure to
foreign exchange risk does not exist.
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6. Revenue from non - exchangc trunsactions

Fecs incomc

Capitalization, rights tnd new issue fees
Approval for listing of Govemment securities
NSE - transaction fees
Application and licendng fees
Market development fees

lnterest income
Miscellaneous income

2O19

Shs'ooo

L49,7i16

332,848
367,95
26,676
11,12?

zor,8
Shs'ooo

68,o9r
237,424

4go,L76
t7,4lg
12,6q7

88z,ss8

The Authority charget fees on the following basis :

a) Capitalization / rights lssues at a rate ofo.1596 of the value ofthe issue.
b) Approval for listing of Government securities is charged at a rate of o.o75% of the amount raised.
c) New issues / lPOs at a rate of o.t5% of the value of the issue.
e) NsETransactionfeesatarateofo,l2%ofthevalueoftheequitiestradedando.oor5%ofthevalueof bondstraded.
0 lq*::tj91lp^r-!ice-nse.at Kshs z,5oo while annual licensing fees are up to a maximum of shs 25o,ooo.
g) Mafl(et develoPment fees are charged to listed companiis at a rate of o.or% subject to i niinimum of Shs 5qooo and a maximum of Shs

:'OOrOOO Per annum.

7' Donorfund incomc 
shrl::: #:::

Donorfund income _lg:14_ _____3&3gL
The Authority received support worth Shs4u '8 million (ror8:shsz4.8 million) in the year to support institutional capacity for Medium Term
resident advisory on Funding Gap assessmnet in Kenya, Consultancy for the Hybrid Bond Market, to Develop specifications for an
lnformation Repository, system, and advisory for the E-Leaning system and Communications/ lr lnfrastructure for the Capital Market
Authority.

8. Revenucfromcxchangetransactions-othcrincomc 
Shrl::: ,hr1:::

1O4r106

1,n:t
1o3,971

3,18/.

roS,8r9 _-l9z355-

132

-___J1zL

9. (Loss)/Gain on dlsposal of property and cquipmcnt

Gain or (loss) on dispoeal ofobsolete and retired property and Equipment

ro. Surplus

a) hcms charged

The following itenrs have been charged in aniving at net surplus for the year

Depreciation of property and equipment
Amortisation of intangible assets
Authority board members'emoluments, allowances and other Board related expenses
Post employment benefits expense

Provision on Trade and other receivables

Notc

t7
rB
27

ro(b)

13(b)

2o19
Shsboo

16,939
2,636

31,553

3z,r8o
r.oo

ror,8
Shs'ooo

23,594

3,359
3u,298

!4,478
LL1.
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_?r.fo_ al.Lag

The Authority operated an in-house defined benefits pension scheme for its employees and made contributions up to 3r December
u orr. The investment of the scheme's assets is managed by an independent fund manager, GenAfrica lnvestment Management
Limited, on behalf of the Trustees. The DB Scheme has since been wound up and the assets were in the process of being
transferred to the DC Scheme by 3oth June torg.

re a. Transfer of Surplus to National Treasury

NOTES (CONTINUED)

ro b. Employee benefits expense

The following items are included in employee benefits expense:

Retirement benefit costs
Deflned contribution scheme
National Social Security Fund

Total Revenue (Note No.5,7,8 and 9)
Operating Expenses

Surplus before tax
Add back: Depreciation

Amortization
Adjusted Surplus
Transfer from Deferred lncome

Adjusted Surplus
Less: Building fund

Capital expenditure
lntangible Assets

Staff Mortgages net
Staff Car loans net

Net Surplus/ (Deficit)

90%
9o% Surplus due to KRA

2or9
Shs'ooo

3r,8u z

3s8

zorS
Shs'ooo

34,136
347

zotTlzorg
Shs'ooo Shs'ooo

967,469
(889,282)

78,aBl
23,594

3.rsq z6,95z
105,14O

105,14O
(6o,ooo)
(9,666)
(2,283)

(u,3rz)
1,595

(8r,666)
23,474

27.,t27

_?!22L

2o18
Shs'ooo

-----l,glq-

zorE/zor9
Shs'ooo Shs'ooo

&o44,o93
(9oo,34r)

L43,752
15,939

2.616 19,575

r63,328

r63,328
(zo,ooo)
(23,683)

(r6,ssl)
(+s)

(6o,3zr)
ro3,oo6

gz,7o6

_ear9s_

On zoth March zor5, The National Treasury issued PFMA Regulation No.34 which under section 219 exempts the Authority from
Paying taxes in the future. The regulation requires corporations exempted from income tax to remit 9o% of surplus to National
Treasury. The Authority will remit Ksh9z.7 million (FYzor/r8- Kshu:..r million) in the year,

rr b. The Authority is an appointed agent of KRA for withholding agency Tax and withholding VAT respectively. ln the Financial year
zor8/r9 remittances of Ksh. 9.o5 million (FY zorTf.S: Ksh ro.38 million) for Witholding Tax and Ksh. ro.76 million (FY u or7lr8: Ksh
8.58 million) for Witholding VAT were made.

2O19
L2. lnventories Shs.ooo

Consumables _!,622

lnventories consist of stationery and computer consumables required for day to day use by the Authority.
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e3a. Trade and other receivables from non exchange transactions

Trade receivables
Statutory management expenses receivable
Less: Provision for impairment losses

Net trade receivables
Other receivables

Trade and other receivables from non exchange transactions

r3b. Trade and other receivables from exchange transactions

Trade receivables
Less: Provision for impairment losses

Net trade receirables
Prepayments

Trade and other receivables from exchange transactions

Total trade and other receivables from non exchange and exchange transactions

The movement on the provision for impairment losses for non exchange transactions is as follows:
At rst July
Less: Provision utilised as debts written off
Less: Provision rcversed on debt collection

At 3oth June

The movement on the provision for impairment losses for exchange transactions is as folows:
At rst July
Add: Additional provision

At 3oth June

1.4. Staffloansandadvances Non- current

2019 zorS
Shs'ooo Shs'ooo

42t9a 49,936

k,s+6) (q,s+6)

38,o25 45,390
7,r8r 7.:-2L+

aq,zo6 (2.(1/^
4

20r.9
Shs'ooo

zor.8
5hs'ooo

Car loans
Other loans and advances
Staff mortgage back up funds*

Current
2O19

Shs'ooo

r3,827
21213

14,16s

Current
zor,8

Shs'ooo

ur8z8
4,48a

7.2.2LO4

-i!439.

201g
Shs'ooo

r8,255

/.,?1?

3,564 3,ro6

3,564 3,ro6
a:.ar2 q.6or

4

:;,616 a2.7o7

--l9r88r- --Sel

4,546 4lo4

e,st6 L.aoL

(++e)

(++tl

Non-
current Total Total

zoeS 2019 zor8
Shs'ooo Shs,ooo Shs,ooo

2o,2o9 3z,o8z 3zro36
21213 4,48L

309,649 358,482 34r,888

_?rq,&9- aqr.rr6 .r8.""5

5hs'ooo
e8or899

5O,ZO8

*These funds are deposited with the bank to support concessionary interest rate facilities to staff.
Mortgage back up accounts are:
HFC: Mortgage 3oooo13543 and Mortgage uoooog4r6r
KCB Mortgage MMr5o9eoor94
Total t7l,S8z

-$s@_
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r5, Held-to-maturity investments - government securities

Non-current
Treasury bonds
Maturing after four years
Unamortised premium

Treasury bonds
Maturing after one year
Unamortised (discount)/premium

Current
Treasury bonds
Maturing within one year
Unamortised (discount)/premium

Treasury bills
Unamortised discount

20r.9
Shs'ooo

129,950

zoe8
Shs'ooo

t Gt'l
135,OOO

(s,ss+)

:-z:.,t86 rz5,oo6

20,375 6s,484
o (r+)

20,175 6s,47o

r4r,85r r9o,476

4511o
0)

62,976

9

103 62,984

1rO141150 8r8,8oo
(+*z+8)zq,8qc)

1L7 Tn,sqz

1.O2q.a2()+ 816,sa5

z8r L,O27.OLz

The fairvalue of the held-to-maturity assets -treasury bonds and treasury bills at the reporting date were:

Non- current
Held-to-maturity i nvestments rar.85r rqo.az64

Current
Held-to-matu rity i nvestments 1,O2q.4,2()+ 816,sr6
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e5a. Banks

Name of the
Bank

Bank account no. Accountcurrency

2019
Shs'ooo

5,475

1,tlo

24rOOO

2ll.ooo

zq.6rc

24rOOO

5,615
r-rr;76

-___-39291_

z,z7o,8t7

78,033
263,u6

555,286
(s6E)

(+arg5)
(soo)

zorS
5hs'ooo

47,735Commercial Bank
of Africa Limited

658o8roor8

r6b. Cash in hand

Cash in hand

r6c. Shortterm deposits

Commercial Bank
of Africa Limited MM18169ooor5

Total cash in hand and bank

Forthe purpose ofthe cash flow statement, cash and cash equivalents comprise
the following:

Short-term bank deposits
Cash at bank and in hand
lnvestors Compensation Fund bank balance (Note 16) - (KCB)

140

Shs

5hs

Shs

25rOOO

t z.B't<

25rOOO

L7,875
24,S5?

6t,8zBLl. lnvegtors, Compensation Fund

ln accordance with section r8 of Capital Markets Act, cap 4854, the Authority is required to maintain a fund to be
known as the h'rvestors' compensation Fund for the purpose of granting compensation to investors who may suffer
pecuniary loss resulting from the failure of a licensed broker or dealer to meet its contractual obligations. This
requirement was implemented in July 1995.

The fund derives its income from the following sources:
i) lnterest accruing on funds received fromlubscribers to public issues, between the day of closing the issue and

making the refunds.
ii) o.or% of the consideration from sale and purchase of shares through the Nairobi Securities Exchange.iii) o'oo4%oftheconsiderationfromsaleandpurchaseofbondstradJdthroughtheNairobisecuritiesExchange.
iv) lnterest eamed from investment of the funds held in this account.
v) Financial penahies imposed on operators for non-compliance with Capital Markets Authority Rules and

Regulations.
The movement in the fund balance during the year is as shown below:

2or.g zorg
Shs'ooo Shs,ooo

At beginning ofthe year
Nairobi Securitles Exchange transactions fees
lnterest on investments
Financial penalties
Withdrawals (lnvestor Claims)
Gain /(loss)in lnvestment in NSE
Management Fees
Bank Charges

At end ofthe year

(+t)

e,883,3rr
8orz3o

2L4,234

43'o29

50,531
(5oo)
(r8)
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NOTES (CONTTNUED)

e7. lnvestors' Compensation Fund (continued)

The lnvestors' compensation Fund balance is represented by the following assets:

Non-current

Equity investment in the Central Depository and Settlement
Equity investment in the NSE

Treasury bonds
Maturing afterfive years
Unamortised discount(premium)

Maturing after one year
Unamortised discount

Current
Treasury bonds
Unamortised discount

Treasury bills
Unamortised discount

Fees receivable
Bank balance
Call account

2()19
Shs'ooo

L2,25O

ro7,r88

rr9,438

n6,g5o
(ser)

29o,465
78c

297.,254

t,:.87,:-zg

2OTOOO

0)

19,993

1,973,5oo
(eo+,sGs)

7., 858,qas

44,51.6
t,:r76

6qz

t,934,6z:.

1.121.7/^q4

zor8
Shs'ooo

L2,25O

154,875

:.67,:-z5

8ozrooo

8oo,789

303,450
1,3O4

7Sl+

1,105,543

558

94,8oo

q4,9q7

8v,goo
(+5,goa)

83o,995

47'242
24,953

72,L95

998,149

z,z7o,8t6

(r,z:.r)

t9
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Capital M arkets A ttth ority
Financial statements
For the year ended Soth June zog

NOTES (CONTTNUED)

r8. Property.ndequ$ment

Cost
At r.st July zorT
Additions
Disposals

Reversal

At 3oth June 2or.8
Additions
Disposals
Reversal

-l,a-rs
11r3OO

Motor
vehicles
Shs'ooo

z9,8rB

(zt+ssl)
(2,95o)

Computers,
Computer
&Copiers

Shs'ooo

aa4,404

5,r37
Grs)

rrgrzo6
8,o35

(4,598)

o

l97,zn)
(zg8o)

298
(rorrr96o)

O,614)

4,14?

(ro8.z.oo)#

Office
equipment

Shs'ooo

23,o9o

430

23,52o

296
(lggz)

o

(16,o5o)
(:,r45)

(r8rr97)
(2,16+)

1,992

(18.r68)

-EE

Fumhure
& fittings

Shs'ooo

87,968

1,705

91673
101

(L984)

8o.zqr
-#!-

(68,rrg)
(10,S18)

ll8,63.t)
Q,+6rr)

r.8qr

(8r,zo8)
E

Capital
work-in.
Pro9ress
Shdooo

ho37

(t+,oZll

393

3,951
o

(rgr)

--1951

Total
Shs'ooo

259,347

9,565
6rs)

(t ,oll)
264,6r.r

23,683
(8,st+l

(rq:)

-?79/daL

o

o

At3othJunezolg r.r,rr8 rzz,6at zr..gze:::
Depreciation
At 15t July 2017

Depreciation
Accumulated depreciation
reversed on dispotal
At 3oth June 2018
Depreciation
Accumulated depreciation
reversed on dispo3al

At 3oth June rorg

(24,506)
(2,638) o

(zo3,oo3)
(23,59+)

298
(rz6rz99)

(16,939)

o o 8.228

r_ _-ei5t911tJ;,4#,"
Net c.rrying lmdrnt

At3othJunezorg 
-llrgr!- --538L ---IAEL -_gsg:- --_rd51_ _i&rg_

At3othJunezorl --:rlg 
-&!L 

---lalL -E{ga 
-3:lL 

_rqE_
lncluded above in the items of property and equipment is the cost of fully depreciated assets of shs rg536r,o9o (zorg: shs
147,432,o99) whidr are still in use and have not been impaired, work in progress was carried at cost.

work in progress relates to the works on the new employees Lounge on 3rd Floor which was completed by July tor9. The
detailed works arc as follows:

Dexription 
Cost

Ksh'ooo

NewEmployee Lounge on3rd Floor 
3,951

rotal 

=a€EL
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C apital M ar kets A uth o rity
Financial statements
For the ended June

NOTES (CONTTNUED)

19. lntangible assets

Software costs
Cost
At rst July zoeT
Additions
Derecognition of intangible asset
At 3oth June zorS
Additions

At 3oth June zorg

Amortisation
At rst July zo:.7
Amortisation
At 3oth June zorS
Amortisation

At 3oth June zorg

Net book value

At 3oth June zorg

At 3oth June zorS

lntangible
assets

Shs'ooo

165,r8o
2,283

168,453

16o,r5r
3,359

e63r5zo

2,535

166,rs6

2,3o7

4,941
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Cap ital M arkets Autho rity
Financial statements
For the vear ended soth June 2o1.q

NOTES (CONTINUED)

zo. Trade and otherpayabtes

Trade payables
Provisions
Gratuity obligations
Accruals

At rst July zo:.8
Additional provisions raised
Provision utilized/reversed

At 3oth June uorg

Accruals

At rst July zorS
Additional accruals
Accruals realized

At 3oth June zorg

ze. Provision for liabilities and charges

At rst July zorS
Add: Additional provision
Less: Provision written back

At3othJune zorg

r<.ro8

--E- -193914- -1L7,L22-

2O19

Shs'ooo

27,t54
LL7,L22

37,855
33,972

zor8
Shs'ooo

10,149

92,3o7
24,890

7t,260

zt5,r:.3

lncluded under trade and other payables are the provisions for various services whose movement has been
presented below:

Provisions

rq8,zo5

Leave benefits
Shs'ooo

th429
r5rro8

(tt ,t zc)

Performance
5hs'ooo

77,878
24,:-36

Total
Shs'ooo

92,3o7

39,244
(t+,t zsl

Consuhancies
Shstooo

5,908
86s

(s,6qr)

Other
Provisions

Shs'ooo
Total

Shs'ooo

45,847
26,8:.o

(t o,z6l)

5a,755
27,674

(+s,ss8)

r,o8z _--_13399- _31tL

79,o85
31,405

(28,o44)

95,906
44,689

sro)

8z,t t G 79,o85

The Authority belng the Capital Markets regulator in Kenya, is subject to legal proceedings in the normal course of
business. While it is not possible to forecast or determine the final results of all pending legal proceedings, the

Authority assesses the adequacy of its provisions periodically against case developments and related legal costs.
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Capital M arkets A utho rityr
Financial statements
For the ended aothtune zotg

NOTES (CONTTNUED)

zz. Capitalfund

At rst July ror8 and at 3oth June zorg

23. Generalfund

At r July
Surplus forthe year
Transfer to building fund (Note z+)

At 3o June

20r.9

Shs'ooo

22.886

2(,19
Shs'ooo

695,642

5r,o46
(zo,ooo)

226.688

2019
Shs'ooo

348
8,rr79

Srroo

7,727
7.200

_11553_

39,550

a8.oro+

zoeS

Shs'ooo

:u.886:l-:

uorS
Shs'ooo

598,582

57,o60
(6o,ooo)

5q<.6au
J4

uor8
Shs'ooo

4,o44
6,9re

5,740

7,879
to.72t

---l}3eg_

37,a55
10

9,331

a6.ao6:+*IG

capital fund represents the initial contribution by the Govemment of Kenya towards the establishment of the capital
Ma*ets Authority.

General fund represents accumulated surpluses overthe years.

24. Building fund 2or.9 zorS

At r. July shs'ooo Shs'ooo

Appropriation from general fund (Note z3) 535'963 475'963
2o,ooo 5o,ooo

At 3oJune _5s5993- __l35gg3.
Building fund represents an aPPropriation from the general fund towards the construction of the Authority,s future building. The
appropriations are in line with the approved budget for the year.

25. Relatedpartytransactions

i) Board members of the Authority,remuneration

Honoraria
Retainer
Sitting allowances
Training expenses
Others (medical, mileage, bonus)

There were ro board members during the year (zor8:eo)

ii) Key managemcnt compensation

Gross salaries include accrual for increment
Pension-NSSF
Gratuity

10

9,360

There were 4 members of senior management who served during the year
(zor8:4)
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capital Mark ts Authortty
Financial statements
Forthe veaf ended eoth lune zolo

NOTES (CONTTNUED)

26. Commitmcnts

a. Contr.ctcd for but not r.cognlsed

caPital exPenditurc and recurrent expenditures contracted for at the balance sheet date but not recognised in the financial statements is as
follows:

201g
5hs'ooo

4'6t4
2.1A2

2o18
Shsrooo

10,OOO

z?,615

rr,6rs

Tot.l
Shs'ooo

36,387
rro,<<6

---feg*l
commitments.

Capital expendituru contracted for
Recunent expenditure contracted for

b. ltcm dcscripdon

l,t O6

Caphal
Shdooo

Rccurr!nt
Shs'ooo

CCW Surveillanca System

Network Access Gontrol
Fire detection & 9lppression Maintenance
OfBite storage services
Bar Code readbalc tags and scanner
Offi ce renovatior{ repaitin g
Totat

3,952

---t 
qg- 2,792

Oprrltlng l.asc commltmcnts

operating lease commitments repre5ent rentals payable by the Authority for rented office space. Rental expenses during the year amounted to
5hs 35,363,ooo (ror8: Shs36,387ooo).

The frrture minimum lease payments under operating leases are as follows:

1019 rorS
Shs'ooo Shjooo

Not later than I year
Later than r yeat and not later than 5 years

36,163

17q,2?(

6sr 5sl

3,962
6s6

500
594

6g5

500

594
1,OO2 1,OO2

---1406

The board members ofthe Authority are ofthe view that future net revenues and fundin9 will be sufficient to coverthese

Contlngcnt liaHlhler27.

a)

b)

ln the normal cqr6e of oPeration, Kenya Revenue Authority (KRA) had completed a tax audit for the period aooT to zorz and had issued an
assessment notke. The total tax liability arising from the year zorr assessment was Shs 46 million. The Authority in conjunction with its tax
agents has been following up on the outstanding tax issues raised. Principal tax arrearc amounting to shs 1r million were paid in the previous
years and the Authority had aPplied for set-offof tax paid in enor in previous years amounting to Sh5 14.8 million. The Authority had also
applied for waiver of intcrest and penahics amounting to Shs r9 million providing mitigating 

-grounds 
in support of the waiver. The KRA has in

the course ofthe financial year ro15/16 granted full waiver of interest and penalties foithe ye".s zoo3-zoo9 ertimated at shsg.smillion. The
balance on the Statement ofAccount (comprising ofpenalties and interest for the years :oro-:oez1, for which waiver was applied for is being
addressed by KRA. Based on the professional advice received and the mitigating grounds provided, the Authorhy is ofthe opinion that no
materialliability is expected to arise to have an impact on these financialstatements.

ln the course otthe conduct of its regulatory mandate claims for specified and unspecified damages have been lodgcd against the Authority
before the Corrts and the Capital Markets Tribunal and the proceedings are rtill ongoing. ln this regard, as permitted by hS 37.92, in order not
to prejudice thc outcomes ofthe proceedings and the interests ofthe Authority, and noiing the uncertainty regarding the timing or amount of
contingent liaHlities in connection with these cases, the Directors have not made any further disclosures about estimates .
There has been one specified contingent liability of Kshs.95 million arising from a legal case that arose in the previous year. The matter inquestionwasstruckoutatfirstinstanceandalsolaterwhentheplaintifftmovedtothecourtofappealinfavouroftheAuthority. 

Legaladvice
obtained indiotes that it is unlikely that liability forthe Kshs. 95 Million will arise should the matter proceed to the apex court. The directors are
ofthe view that no material losses will arise in respect ofthe legal claim at the date ofthese financial statements and therefore have made no
provision.
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Capital Markets Authorityr
Financial statements
For the year ended 3oth June

NOTES (CONTTNUED)

18 Operatingexpcnditure

z8.r Employment expense

Consolidated pay, leave pay and passages
Staff uniform expenses
Staff weffare and other costs
Staff retirement benefits
Staff gratuity
National Social Security Fund (NSSF)

r8.z Other administrative expenses

Rent and maintenance
Equipment maintenance and stationery
Telephone, postage and utilities
Entertainment and public relations
Medical scheme and insurance expenses
Training and conferences
Motor vehicle running expenses
Subscriptions and IOSCO membership
Authority board members' emoluments and allowances
Professional and market development services
Depreciation of property and equipment
Amortisation of intangible assets
Audito/s remuneration
lnvestors' education and awareness programme
Tribunal expenses
Provision for doubtful debts

Total expenditure

2o1g
Kshs'oo

434,o23
408

tz,z66

3:-,8zz
1.2,791,

as8

zoeS
Kshs'ooo

4ot,697
405

2o376

34,136
44,449

c42

4c1,668

38,6ro
38rro3
:-4,765
:.8,726

36rr46
64,s46

5,87o
11139o

31,553
ttr.,z48
15,939

2,536
t,726

r5ro16

399
o

37tt55
4Z,Ze.6
r5,654
47,231,

32t997
62,849

6roo8

9,854
32,298

rog,98u
23r594

31359
:.r7z6

24,213
113o2

l.lt1,

4o8.671

_j99341_
42o,877
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