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l. Asorrymr Abbrevlrtlonr and Gloraty of Termr

ls Arronymr rnd Abbmdatloru

cEo
CRA

EFAB

EF

NT
ocoE
OAG
PFM

PPE

ICPAK

Chief Executive Officer
Commission on Revenue Allocation
Equalisation Fund Advisory Board

Equaliration Fund

National Treasury

Office of the Controller of Budget

Office of the Auditor Ceneral

Public Finance Management

Property Plant & Equipment
lnstitute of Certified Public AccountantJ of Kenya

B: Glosrery of Tcrmr

Fldudary ManrgCmcnt. Members of Management directly entrutted with the retponribility

of financial resourcei of the organisation.
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2. l(ey Entity lnfonnation rnd Management

(a) Backgroundlnformatlon

the year ended 3Oh June 2O24.

The Equalisation Fund was ertablished under chapter l2 Article 204 (l) ofthe consrirution of
Kenya. Up to November 2019 the Equarisation Fund was administered directly through rhe
defunct Equaliration Fund 6uidelines published in the Gazette Notice No lTll dated l3^
March. 2015.

However. on 5'h November, 2olg the High court made a ruling on petition no.2g2 0f 2016.
The ruling declared the Equalisation Fund guiderines ar unconrtitutional, null and void. This
in effect disbanded the EFAB and stopped any further expenditure from Equaliration Fund.

The National Treasury was directed to develop a itatutory instrument for the adminiJtration
of the Equaliration Fund within rix months and it is on this basil, a multi-agency committee
wa, put in place to develop new Equalisation Fund rtatutory inrtrument.

The committee deveroped the pubric Finance Management (Equarisation Fund
Adminirtration) Regurations 202r which was pubrished through Kenya gazette ,upprement
No 69. Legal Notice No 54 of 29'r Aprir, 2o2r and subsequentry approved by the parriamenr.
The publication and approval of the Regulations paved way for the operationalization of the
Equalisation Fund.

Accordin8 to Article 204(5) of the conttitution Kenya, lection rg (6) of the pubric Finance
Management Act, 2or2 and Reguration 3o(5) of the pFM (Equariration Fund Adminirtration)
Regulationr 2o2l' EF unutilized or unspent barances do not rapre at the end of the ftnanciar
year but are retained in the EF accounts for the purposer for which the Fund was established.

The Public Finance Management (Equarisation Fund Adminirtration) Regurations, 202r.
provides for the establishment of an unincorporated board, the Equalisation Fund Advisory
Board (EFAB) to: provide guidance on the adminirtration and manatement of the Fund:
provide for the withdrawars from the Fund; provide for compretion of ongoing projects
under the fir't policyi provide for imprementation of new projects under a[ subsequent
policies; and provide for the procedures in relation to winding up of the Fund.

The main source of funds for the Equariration Fund ir stipulated by Articre 204 (r) of the
conrtitution of Kenya. i.e. ir. one harf per cent (o.5o/o) of aI the revenue colected by the
National Government each year, calculated on the basiJ of the most recent audited revenue
received' al approved by the National Assembly. lt iJ worth noting that, another source of
funds for the EF toing forward is the unutilized cumulative amount of revenue from the
previous financial year'5 entitlement and allocation.

lIl
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The Equalisation Fund is domiciled in Kenya and is one of the entitier under the National
Treasury and Planning. It is located at the National Bank Building on the 8th Floor, Harambee
Avenue. Nairobi.

(b) Prlnclpal Acttuitier

The principal mandate of the Equalisation Fund i5 itipulated under Article 2O4 (2) of the
ConJtitution of Kenya to provide funding to rupport the provision of basic rervices including
water, roadt, health facilities and electricity to marginalized area, to the extent necessary to
brinS the quality of thore servicei in those arear to the level generally enjoyed by the rert of
the nation, so far as possible.

(c) Vidon

lmproved accesi of baric JerviceJ for the marginalized

(d) Mision

To provide adviJory on prioritization and dirbursementJ of the Equalisation fundr,
oversight project implementation and foster collaboration between the National
and County Covernmentr.

(e) Corr Values

To achieve its misrion and vision, the Fund is committed to the following: -

l) lnclusivity
2) Transparency and Accountability
3) Collaboration
4) Professionalism
5) Teamwork

(f) Core Objectivcs

l) Equitable provision of baJic rervices

2) Engage in participatory development that will promote the attainment of equity through
communities' participation in local level planning proceJses.

lv
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(g) Key Management

The Equalisation Fund's day-to-day management is under the following key organs:

. Equalintion Fund Advirory Board
The Fund is governed by an Advisory Board charged with the responsibiiity of providing
policy and ,tratetic direction. The Board as outlined in section 4 (l) of the EF Regulations
2021 comprises of a maximum of ten (10) members.

. The Administrator of th€ Fund
Purruit to section l8(1) and Section 24(5) of the public Finance Management Act 2012, rhe
Adminiitrator of the Fund wal appointed by the cabinet Secretary. National rreasury and
Planning.

. Equalisation Fund Sesstariat
The Board is supported in the discharge of it, function, by a secretariat conJtituted by the
chief Executive officer (cEo) as provided under section 22 of the Equalisation Fund
Administration Regulations, 2021. To effectively discharge it, function5, the secretariat is

orSanized into:
- Two (2) Divisions: (fechnical Services Division and Finance and Administration Division)
- Two (2) Units: supply chain Management and lnternal Audit unit, that are independent

of the two Divisions

(h) FidudaryManagement

The key management personnel who held office during the financial year ended 3o'h June
2024 and who had direct fiduciary retponsibility were:

No. Dedgn tiorr/tole Name
1) Chief Executive Officer/Fund Admini5trator Mr. Cuyo Boru
2) Ag. Head, Finance and Administration Mr. Benson Gichohi
3) Ag. Head, Technical Services Donald Matumaini
4) Ag. Head Supply Chain Manatement Mr. Caleb Adongo
s) A8. Head

Administration
Human Resource and Mrs. Regina Dennis
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(l) Fldudary Ovenlght Arrangements
Besides the Parliamentary Oversight, The Equalisation Fund (EF) management har conrtituted
four (4) different Board committeeJ ar per the EF Board Charter and pursuant to PFM (EF

Administration) Regulations 2021 Regulation 9 which provides for the establishment of
committeeJ for the b€tter performance of the Board functions and the exercise of its powers.
Diversity of experience. skills. educational qualifications and other factors form the baris in
constiluting these committeei.
The Fiduciary overright arrantements at EFAB are outlined below: -

i. Audh and Rl* Committee
The Audit and Risk Committee arristr in fulfilling the following key overright rerponsibilitiet
among others: internal control and risk manatement: external audit oversight: disclosure

mattert and financial reportin8 and internal audil function.

ll. TechnicalCommlttee
The Technical Committee considers management'r proposals: provide oversiSht to
manatement and recommend to the Board on matterJ relating to EF's strategic direction and
technical rervicer.

lll. Flnance and C;eneral-Rrrpose Commlttee
The Finance Committee considers all matterr of financial Jtrategy and poliry, financial

forecastr. annual budgets and reviewing expenditures/ procurements for each quarter of the

financial year.

iv. Human Resource Commlttee
The Human Resource Committee Reviews and recommendl different Human Resources

Policies and handling all other human resource matters ar prescribed in the EF Human

Resource lnstruments.

Notwithstanding the above, Regulations 8(i) of the PFM (Equalisation Fund Administration)
Regulations 2O2l provider for EFAB to review and propose the annual estimate, of
expenditure of the Fund for approval by the Cabinet Secretary. Thus, transfers to defray the

expensei in rerpect of the administration of the Fund are approved by the Advirory Board at

the rtart of the rerpective financial year.

Section 4(l) of the EF Appropriation Act of 2018 provider for multi-year implementation.
which stipulates that the Appropriation Act of 2018 does not lapre until all projectt identified
in each county are fully implemented. Further, the EFAB dweloped EF APProPriation Act

2O23 which was enacted on 3Oh June 2023 lo facilitate implementation of Second

MarginaliJation Poliry. The Fund is also in receipt of office of Controller of BudBet guidelines

and procedures on exchequer issue from the Equaliration Fund.
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0) Entlty H!.dqlrrrtlr,
P.O. Box 3OOO7 - OOIOO

National Bank Building, 8rh Floor,
Harambee Avenue
Nairobi, Kenya

(k) Entlty Conhctr
Telephone: (254) 20 225A2X)
E-mail: Equalirationfu nd@treasurv.go.ke

0) Entlty Banlcrr
Central Bank of Kenya
Haile Selasrie Avenue
P.O. Box 60OOO

City Square OO20O

NalroH. lbnya

National Bank of Lenya
Harambee Avenue
P.O Box 72866
City Square OO20O

Nalrobl, K:nya

(m) lndcpendent Adttorr
Auditor General
Office of the Auditor General
Annivenary Towerr. Univerity Way
P.O. Box 3OO84

GPO 00to0
N.trobl. Xllrry!

(n) Prlndpal kgrl Advl*r
The Attorney General
state Law office
Harambee Avenue
P.O. Box 40112

City Square OO2OO

Ndtobl. l(rn),.
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3. The Equaliration Fund Advirory Board

Olredon I oaatt
Amb (Eng) Mahboub Mohamed was appointed the Chairman of the
Equaliration Fund Advisory Board on ln November 2021.

Amb (EngJ Mahboub ir a career civil tervant with exPerience tPahniiS
Four decader. He ha, a vart working experience in pr.:blic tervice
in(ludin8: Permanent Secretary, Mininry of Slate for tpecial
Programmes. Oifice of the Prerident. Permanent Secretary. Minitlry of
Water and lrrigation. Executive Secretary. lnter-C,overnmeolal
Authority on Development (l6AD). Chairman. Kenya Power and

LightinS Company. Executive Oirector Saharan Rerearch 6rotrp in

Nairobi and Chairman. Jomo Kenyatta Univertity of Atriculture and
Technology (JKUAT) Council.

M.. Joreph Mbatha war appointed on lo'i March 2022. at an

alternate Director. repretentint the Principal ,ecretary 'National
Trearury and Planning.

M.. Mbatha hat a vatt workint exPerience havint worked in Public
rervice lor over 20 yearr. He i! currently ,ervin8 at a Senior Deputy
Director. lntergovernmental Fitcal Reiation5 DePartment (lC,FR.O) at

the Natignal Trearury. He has held other lenior potitiont including
town clerk and county,/municipal treajurer at the defunct Minittry oF

Local Covernment and variour county Sgvernmentt. He holds a

Marter of Burinerr-Finance degree and a Bachelorr' of Commerce
degree from the Univeriiiy oF Nairobi, He is a mernber of Kenya

ln5titute of Management and Public Relationt SocietY of Kenya'

Amb (EngJ Mshboub ,vtohamcd
BSc (Civ. Eng.), MSc (Civ. Eng.), R-

Eng.. MIEK

I,tr Jorcph Mbatha

Amb (En0 Mahboub holdr Matter of Science and Bachelorr of 5cience

degreer i-n Crvil EngineerinS from Texas A&l Univertity in USA. He ir 
i

a regiriered Engineer with lhe Kenya Engineerl'ReSlttration Board. a

member of the lnrtitute of Engineeru of Kenya and an attaciate
rnember of the American tociety of Civil Engineers. Amb Mahboub is

a recipient ot the CBS. OGW and Hero of lndependence (Hol) l

(Djibouti).

M, Tamima Ahmed Ali wa, appointed an Equalitation Fund board
member on 25lh Febt rary 2022.

Mr. Tamima i, currently the Deputy CEO at Frontier Countiet
Development Coun€il. She hat previoutly been the Head of
lnterSovernmental and donor relationt and Chief of Staff to lhe
6overnor. Mandera County. Mr. Tamima hat vatt experience in
devolved governance. policy formulation. gender poli(y. peace'
building, coherion and intetralion. refutee and ditplaced papulation.
and comrnunity panicipation. Mi. Tamima har a decade of experience
in humanitarian work both in Kenya and U5A. She also har experience
working wirh community groupr, non'p.ofit organitationt. national
and couhty tovernmenlr.

Mr. Tamima hat a Marterr of Social Work and Public Adminittration
degree from Arizona State Univerrity. USA, a pott Sraduate certificate

| .n 6lobal ,vlental Health: Refugee Trauma and Recovery from

Mr Tamlru Ahmcd All

v t
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I Harvard Medica
Management fro

Lchool and Bachelors of Science degree in Suriner
m Univergity of Phoenix, Arizona. USA.

Mr Jane Bokayo Sora war appointed an Equalisation Fund board
member on ln November 2021.

She har a vart working experien(e having worked in community
development for over 15 yeary. 5he ha erved in different Non-
Covernment Organizationr with locur on governance, conflict
prevention, peace building. coherion and women/youth
empowerm€nt. 5he ir an expert in result bared programme
management, derign, implementation, monitoring and reporting. lnl

Mrr Jane Bokalo tor.

Mr Vldor Odrn8s

her (apacity, Mr. Bokayo har coordinated and collaborated with
different partneff to link and harmonize approachej and ptomote
innovationg and lerrons in achievement of common rerultr. Her
interert coverr a wide tpectrum of community development.

Mr. Bokayo holdJ a Marter of Artr in Development ,tudie, degree
from 5r Paulr Univerrity and Bachelorr of Artr in Sociology degiee
from the Moi Univerrity.

Mr. Victor Odanga war appointed an Equalisation Fund boald
member on 25,h February 2O22.

Mr Odanga. ir a public rclicy rpecialirt with over lO year of practical
experience in public policy related matterr including fublic Finance
Managqrnqng (PFM) and Devolution. Currently, Mr. Odanta i, the
CEO of Expertire Global Conrultint Umited (E6CL). a pFM conrulfing
firm. He har experience workint in inrtitutionr ruch aJ the Constituiio;
lmplementation Committee (ClC) and the Council of Governor
(CoG) which are hithly political environment! that require precire and
expert communi<ation. negotirlion. conrenru, building, analytical and
p.oblem-,olvint rkillr,

Mr, Odang. holdr a Marterr'degree in public policy and Management
f.om the Strathmore Univerrity. Eachelor of Commerce degree from
the Univerrity of Nairobi lnd ir cunently purruing a post graduate
diploma in Tax Admini(.ation from the Kenya fchool of Revenue
Adminirtratidn

Mr. Lemgosa i, <urrently working with th€ County Govemment of
Samburu. 

'he 
har a wealth of experien(e in the bankint indunry

having worked with the Conrolidated Bank of Kenya Limited for i
period of five yearr. She hat alto worked with Kenya Electricity
Tran:misrion Company Umited (KETRACO) for a period of one year.
Ms. Lemoora ir .ctively involved in community development 6nd
rocial work in her home County of Samburu. Baragoi- South Hon,
having being engaged in World Food programme.

Mr. Flavia Lemoosa Ralia war appointed an Equaliration Fund board
member on l{ November 2021.

Mr. Flrvh tcrnoot! Rllia

II
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Mr Abdlrtzack Gollcha

Mr Abdullahl A Xhallf

Mr. lv{eurice

Mr. Lemoora holdr a Bachelorr of Commerce Accounting and Finance
degree from K€nyatta Univerrity. She i! in the procerr of attainint CPA
cenification.

Mr Abdirizack Colicha wal appointed an Equaliration Fund board
member on I'r November 2021.

Mr. Golicha har over l0 yearr' experience in finance. accountinS and
adminirtration. Mr. Golicha it clrrently employed ar a flnance and
admioirt.ation officer at Merti lnteSrated Development Programme
(MlD-p) which i, bared in lriolo aod workt in variouJ ,ectort including
education. climate change. livelihood. governance etc. During the
period 2012-2017. he worked al Red Sea Central Ltd. Juba South
sudan ar Finance and Adminidration Officer.

He holds a Bachelor of Commetce (Accounting Option) degree and i!
a CPA Finalin.

Mr Abdullahi A. Khalif wat aprcinted an Equaliration Fund board
member on 25ti February 2022.

Mr. Khalif hat extentive experience in working for teveral conttruction
flrmr aod NGO' and ha, overreen tuccettful imPlementation of
govemment project, in liairon with ,everal Sovemment atencie, and
development partnert. Mo( of the projectt he had overri8hted have

Sreatly benefi ted marginalized communitiet.

Mr. Khalif holdr a Bachelor of Economict and Bachelor of Lawt from
the Univer!ity of Nairobi.

Mr. Maurice OSola wa, appointed a Director on 29th March' 2023 a,
an alternate to the Principal secretary. State Department for
Devolution.

Mr. Ogola har vast experience in Public Servi(e tpanninS for over 20
yearr. He ir currently a Director. in chaBe of Policy and Retearch at
well ar Co-Ordinltor of Donor Fundt at State Department for
Devolution.

He har previously been a Town Clerk in Variout Municipalitiet a5 well
ar a County se(retary in the new ditPenration making him an all-
rounded exped in 5ub-National Governance. Mr. OSola hat a

Master'r Detree in Eutine$ Adminitt.ation from Eterton Univertity.

He ir alro a member of African Arrociation for Public Adminittration
and Management (AAPAM). He brings to the Board a wealth of
experien(e in managing Devolution

x



Equalira tion Fund
Annual Report and Financbl StatemenE For the year ended 3Oh .lune 2O24.

Mr 6uyo 8orr.: il Chief Executive Officer and Secretary to Equalization
Fund Advirory Eoard and Fund Adminijtrator -Equalizatioo Fund.

He wa, previourly Head of Equalisation at National Treasury and
Planning from December 2020 with key hishliShts of rerponribility
being lo operationalize the Fund, adminirter and manage the Fund on
day-fo-day barir, ertablirh the Fund 8oard, rtructure a mechanirm for
implementing the Fund amont othe. rerponribitity.

With appointment of 8oard. h€ was appointed the Intertm CEO and
Secretary to lhe Eoard on 25.h November 2O2l and eubrequently
appointed sub(antive CEO effective 30$ rune 2022.Mr Guyo Eoru

, He later ioin€d Co-operative Bank of Kenya ar Relationrhip manager in 2OO9 with rerponribility of malatint
i and growing corporate arret finance portfolio befo.e he wal tapped for branch manager trainee during tjent

rianagement exercite.
i

I Mr 8oru rerued at the Office of the Controller of Budget between 2Ol2-2O2O with main rerponribility for
overteeing and monitorinS the utilization of public fundr irrued to tpending entitieJkounty and exchequer
irsue management by pro(e$int requertr for approval from exchequer requen for county governmentr. '

I

He ha5 al,o ,erved in the Board of Special Economic zone Authority ar well ar Artr. sport and Social
Devel6rpms6l Fund OvertiSht Eoard at an alremate member to Principal recretary -Nationil Trea:ury and
Planning and hat terved a, a member of variou, 8oa.d Committeer of borh the Board. Mr Boru has attended
niimerout traininSt in Public finance mana8ement, 5trategic governance. renior lerderthip and manaEement.
among otherr both locally and internationally.

Mr. 8oru has Bachelor of Science (Hont) degree and MBA'Finan(e degree f.om Univerrity of Nairobi, Marter.t
Degree in Public Poricy and Management from srrarhmore univerrity (ongoind and ir cpA finalirt.

Mr Boru har a wealth of experiencer with a career rpanning over 16 yearr both in corpoGte and public,ector
of which a decade har been rpent in public finance management He rtarted hil career in 2006 ar graduate
treinee at Earclayi Bank (Now Abra) where he worked and gained rignificant exp€.ience In operation
manatement with focur oo operation procerr efficiency. proce:t re-engineering and rirk management for retail
burinerr op€ration among other role,

xt
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5. Chairman'rStatement
On behalf of the Board of Directorr of the Equalisation
Fund Advisory Board (EFAB), I am delighted to share the
Third Equalisation Fund Annual Report and Financial
Statement for the year ended 30rh June 2024. under the
Public Finance Management (Equalisation Fund
Administration) Regulation5. 2021

The Equalisation Fund was eitablirh€d under Chapter l2
Article 2O4 (l) of rhe Constitution of Kenya to provide
funding for the development of basic services including

areas to the extent neceiJary to
water. roads, health facilities and electriclty to marginalized

bring the quality of those services in thoje areaj to the level
generally enjoyed by the rert of the nation, jo far ar porsible.

The publication and approval of the Public Finance Management (Equalisation Fund
Administration) Regulations. 2021, paved way for the formation of the EFAB to advije the
cabinet Secretary on the proper and effective adminirtration of the Fund, ensure completion
of ongoing projects identified under the First policy of Martinalization, as well as impiement
new proiects identified under all rubJequent policies.

Pursuant to the PFM (Equalisation Fund Administration) Retulations, 2021, the EFAB
membership is comprised of: the chairperion appointed by the cabinet secretary:
repreJentative of the Principal Secretary to the National rreasury: a person from a partoralist
community nominated by the National Assembly: nominees from senate and council of
6overnors; the chief executive officer,/ secretary and three other perjon, nominated from
organizationr working in Equalisation Fund beneficiary counties and rpecial interert groupJ.

The Board held several meetintJ during the period under review whereby pertinent isJues
were agreed upon and roadmaps drawn. The Board has engaged EF projeas imprementing
Miniitries Departmentr and Agencies in a bid to complete and handover projecti from the
First Marginalization Policy.

The Board approved the proiect identification and approval checklist was uied to review and
approve county Technical committeer project proposals. Durint the period under review.
the Board considered, reviewed and approved r,24g project propoJarr from 3r out of 34
countier. The Board resolutions were communicated tc the rerpedive counties to comm€nce
proiect implementation and comply with the conditions set for the utiliration of Equalisation
Fund. Additionally' the Board did varioul courtesy calls to some Countiet to discuss various
challenges encountered during proiect identification and implementation.

ln compliance with the Public Service commission performance Manatement Regurations.
2021, which rtipulate that every public body shall develop and impleme-nt a strateJc plan in
line with the guidelinel irsued, the EF board commenced the proceir of developi'ng'the EF
five-year strategic plan which was finarised during the period under review and is iwaiting
sub.jection to Jtakeholder validation.

xl ll
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On behalf of the Board of Director. I would like to recognire and appreciate all our
5takeholder for their tupport, We abo wish lo recognize and celebrate our recretariat for their
continued agility and resilience throughout there difftcult times.

I would also like to thank my fellow Board memben for their unwavering rupport and
dedication throughout the year and for delivering a rtront corporate tovernance
environment-

AttiB. (E}.16.) rv{ H8OuB M. lr/tMU^( CB5. OGtil
Ctl^TRIIAN
EOUAUSATION FUND AM4SORY BOARD

xlv
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6. R€port of the Chief Exea.rtiv€ Officer

It it with great plea5ure and honour that I present the
Equalisation Fund Annual Report and Financial Statement,
for the year ended 30,5 )une 2024.

ln compliance with the Publi< Finance Management Act
2012. the Fund has prepared a report of itj operations for
the FY 2023/24. This report is based on work programme
implemented within the year. lt highlights the Fund's
performance driven by a professional. committed
workforce, steered by the Board of Directorr.

During the year. additional critical human rerourcs personnel were deployed from various
Ministrier to ioin the recretariat and the Board approved employment of 5 additional
perJonnel on one year contract.

As part of the Fund'J operationalization, the secretariat har ret up the accounting and
procurement systemJ in line with the PFM Act 2012 and the public pro(urement anJAss"r
Disposal Act 2ol5 respectively.Tg support the Fund's operationr, the EFAB's recurrent budtet
and procurement plan for FY 2oz3/24 was approved by the cabinet Secretary Natiolar
Treasury and Planning al stipulated in the Equalisation Fund Regulations 2021.

Acknowledging the iuccejs in the payment of pending bills relating to Equalisation Fund
proiects identified under the First policy of Martinalization, the iecretaiiat engaged EF
proiects implementing Minirtries Departmenti and Agencier to ertablirh the piojects'
implementation rtatui with a view of facilitating payment of pending bills and compietion of
First Marginalization Policy projectr a5 appropriated under the Equalisation Fund
Appropriation Act of 2olB. Additiondlly. the recretariate in together with Minirtry of public
works and the Ministry of health conducted verification 

"*"r.ir"s 
for the health projectr to

arcertain rhe progress 0f completion. out of the health projects verified. 54 out of i34 projeas
are complete and ready for handover.

During the period under review. the secretariat received project proporals from 3l our of i4
counties which were reviewed, anarysed and submitted to the Board for approval. Moreover,
rhe Secretariat conducted variouJ courtery callr to counties to discus5 and piovide solution on
various challenges encountered in proiect identification.

Notwithrtanding the above progresr, the recretariat facel the following challenges which may
impact negatively on itr p€rformance; Delays in acceJsing the o.5olo 

"ntitl"."ni", outlined in
Article 204 of the conJtitution hence obscuring accerJ to the 3olo authorised for the
administration of the Board and ,ecretariat: and timery identification of projects proposars
given that the Fund has under 6 yearJ to implement proiectJ.

ln the 2o24/25fina ncial year. the_secretariat targeS to: rubject the s-year itratetic plan to
,takeholder validation and thereafter launchl Cairy out verification/ M'&f ana ha-ndover forthe pro.iects implemented under the First Marginarization poriry and the se€ond
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Marginalilation Policy; capacity build counties on proiect implementation and reporting and
revierar various operational guidelines, conditionr and standards for the implementation of
the Fund'r Regulationr 2O21.

Further, the recretariat intendr to purchase and inJtall the E-Board loftware and Enterprise
Resource Planning (ERP) software to attain efficiency and effectivenesJ in iB operationr and
management.

The Board and Secretariat look forward to continued support and cooperation from
stakeholders and other tovemment agencies in order to expedite the full operationalization
and implementation of the EF as enrhrined in Article 204 of the Kenyan Conrtitution.

&
GI,.IYO BORU
CEOAECRETARY AIID FUND ADMINSTRATOR
EOI.,AI.J'ATION FUND N)VISORY BOAND

xvt



Equalhation Fund
Annual Report and Financial Staten entt For the War endd 3@ June 2024.

7. Statem€nt of Performance agalnst Predetermined Objectfuel for W 2OBn4

The publication and approval of the PFM (Equalisation Fund Administration) Regulationr.
2021, paved way for the appointment of the Equalisation Fund Advisory Board (EFaB; and
its functionr and the ertablishment of the secretariat and its functions to facilitate
adminirtration of the Fund.

The Equalisation Fund remains committed to its mandate to provide fundint to rupport the
provirion of basic rervices including water, roads, health facilities and electricity to
marginalized areai to the extent necesrary to bring the quality ofthole services in thore area,
to the level generally enjoyed by the relt of the nation, Jo far as possible. Regulation lo(2) of
the PFM (Equalisation Fund Administration) Regulation 2o2l rtipulates that expenditure
incurred on the Fund shall be on the basis of and limited to annual work programmes and
budtet ertimater prepared by the Secretary and approved by the Board at the beginning of
rhe financial year to which they relate. Pursuant to the Regulation. the Board appioredlhe
Equaliiation Fund annual workplan, annual budget and procurement plan at the beginning
of the financial year 2023/2024 based on the Board'r implementation matrix.

ln the period under review the Secretariat successfully carried out a rerier of activities as per
the implementation matrix and the EFAB's Fy ZO23/24 Work programme.
Key activities include:

l. The Equalisation Fund Advisory Board is in the proceJr of winding up the implementation
of projects in Firlt Marginalization Policy as provided in Rryulation i(d) of the public
Finance Management (Equalisation Fund Adminirtration) Regulatio ns, 2021. To fast tract
the completion of the projeas the Secretariat:

r. Communicated to implementing MDA' to enrure completion of ongoing
Equalisation Fund projects under the First Marginalization poliry ar appropriated
in the Equalisation Fund Appropriation Act of 2Ol8 and

b. commence Exchequer irsues to facilitate completion of payment of pending billl
for Equalisation Fund projectj, as appropriated in the Equalisation Fund
Appropriation Act of 2O18.

Moreover. to enhance tranrparency and accountability in completion of the projectJ, the
Secretariat held two retreatr with the Minirtry of Health and Ministry of Water to:

r. conJolidate project implementation rtatus report and rtatus of payment of pendint
bills for projectr under the Firrt Marginalization policy:

b. Consolidate the challenger faced during implementation of First poliry: and
c Proposed way forward for completion and handover of the projects.

During the period under review, the total number of projects reported to be complete and
ready for handover were 253 out of 359.
ln order to enrure Jmooth handover and operation of the completed projectr, the secretariat
oqganired a verification exercire together with the state department of Medical Jervices and
State Department of Public works to arrerr the rtatuJ of implementation of the health proiectt
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in preparation of the handover framework to handover the proiectr to the rerpective
Countier and communities. The verification was al follows:

a. Arrerrment exercire for two complete proiectr in WeJt Pokot implemented by the
Minittry of Health in preparation for handover to the County Government-

b. Conducted phale one of the physical verification exercise for Equalisation Fund
health projects under the First Marginalisation Policy implemented by the State

Department for Medical Services. During phare one. 29 projects spread in four
Countier: Talta Taveta. Kwale, l(llfi and bmu were verified and reported.

c. Conducted phar€ ttrro of the phyrical verification exercise for Equalisation Fund

health projects under the First Marginalisation Policy implemented by the State

Department for Medical Jervices. During phase tu/o. I0 proiectJ Jpread in two
Countie5: lriolo and Marsabit were verified and reported.

d. Conducted phate tht€e of the physical verification exercise for Equalisation Fund

health projeas under the Firt Marginaliration Poliry implemented by the State

Department for Medical Jervicei. During phare thrce. 15 projecti in Narck County
were verified and reported.

2. To ensure tmooth operations and execution of the Equalisation Fund mandate ar

stipulated in the Constitution of Kenya. the Secretariat commenced the development of
the Equalitation Fund S-year Strategic Plan. The Strategic planning which is a component
of results-based manaSement frams,vork will aim at eniuring that Equalisation Fund

Advisory Board properly defines its strategic directions and make appropriate deciiionJ on
retource allocation towardr administration of the Fund. During the period under review,

the secretariat in consultation with the Kenya School of Covernment has progressed with
the development of the Equalisation Fund S-year Strategic Plan which is in the final stages.

3. The Second Marginalisation Poliry will be implemented by County Governmentt. The

County Technical Committee and all other Committees a5 itipulated in PFM (Equalisation

Fund Adminlrtration) ReSulationr, 2o2l ertablished in the 34 beneficiary countiet were
requetted to tubmit proiect proporals for implementation of the Second Marginalisation
Poliry. During the p€riod under review. several countieg had not complied. therefore the
secretariat undertook follow up exercires, courtety calls and deliberation meetings with
the County Commiriioner and CECM-Finance to provide any necessary technical support
and guidance.

During the period under review, the manatement received project proporals from 3l
countl€r: Barlngo. Buda. Bgeyo Manknet, Homa Bay, talklpla, Man&ra, A4.r.blt,
tti.ch.ko6. Irtlcru, Mwang'a Nandl. Narolq Samburu. Slaya, Tana Rlv6. WcJt Pokot.
Kwale, Tharaka Nlthl, Lamu, Mlgorl. Burgoma, Tana Rlver, VlaXr, Nakuru. Tranr Nzola,
lslolo, lbflado. Klllff. Turkana, Talta Taveta lnd Kltui.
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4. Additionally, Regulation 30(4) of the pFM (Equalisation Fund Administration)
Regulations. 2o2l provide for beneficiary countieJ to open Equalisation Fund spending
accountr. ln view of above. the Secretariat communicated with the beneficiary counties
to open special Purpose Accountr- During the period under review, 22 counties: Baringo,
Elgqro Marahra, Homa Bay, ldolo, lGjiado. Klsumu, Kwale, [amu, Mandera, I,t rr.bh,
,vladukor' Meru' Migori, Murag'a, Nakuru. sia,ya. Tanr Rlver. wert pokot, Thanka Nithi,
Trans Nzoia. lsiolo and raha Trveta have complied and opened the account, at the
Central Bank.

5. During the period under review the management received, reviewed and analysed 16g9
projects received from 3l counties outlined above againrt the EqualiJation Fund project
proposal checklist. out of the 16gg proJectl 1432 were tabled to rhe EFAB Technical
committee and the Board for conrideration and approval. The Board considered and
approved 1,248 projea proposals and resolved that the respective counties should
commence project implementation. Following the Board's reJolution, the resetariat
communicated the Board Resolutionr to 3l beneficiary countier to commence proiect
implementation for the approved project5, provide additional information for the
conditionally approved projects before commencement of proiect implementation and
propose alternative proiects to replace the project, which were declined due to non-
compliance with the EFAB project proposal checklist.

6. The Public Finance Management (Equaliiation Fund Administration) Regulations, 2021
provide that the Equalisation Fund will be administered indirectly throuth county
government. ln order to enSure prudent and transparent ule of public retouraer through
increared visibility of financial tranractionr by the Government, the lntegrated Financial
Management System (lFMlS) would be used in dirbursing the Equalisation Fund to
beneficiary counties. This will enable integration with the county government, hen(e
enabling cross referencing of data to reduce any opportunitie, for fraud. During the period
under review. the recretariat in consultation with the National rreasury-lFMls department
commenced the proces of onboarding Equalisation Fund projects in the lFMlJ.

7. The secretariat appointed members of the Human Relource Management Advrsory
committee (HRMAC) and conducted induction and training of memberr to build capacity
in their new role. Additionally, the HRMAC in conrultation with technical officers from
the Ministry of state for Public service and Kenya school of Government dweloped an
induction manual to guide in induction of new employees.

8. The Equaliratlon Fund has its officer housed at sh floor of the National Bank Budling. The
first phare of office partitioning war completed at the end of the last financial year. During
the period under review, the Bes of the second phare were done. tendering proce$
completed and the partitioning works commenced.
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8. Corporate C-ornrrane Statemcnt

corporate governance ir the exercise of ethical and effective leaderhip by the governing body
towardt the achievement of governance outcome, namely: ethical cultures. good
performance, effective control and legitimacy.

Being an unincorporated board. the responsibility of goveming the Equaliration Fund lies with
the Advisory Board and the National Treasury and Planning. The EFAB has put in place
,yttemr to enrure that high standardi of corporate govemance are maintained at all levels in
the Fund.

Thit ttatement of corporate governance provides an update of Equalisation Fund governance
performance to date.

8.1. Statement d Compllance

The Board of Directors upholds the tenets of good govemance as guided by the following
documents:

8.2. Boad Chertcr

The EFAB developed, approved and adopted a Board Charter that provides all members with
a high-level policy document to guide and direct them a, they undertake their mandate. The
Charter allows Board members to think creatively and critially about how their rtrategi<
direction and operational plans align with the organization's govemance expectations.
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The charter documents the Board'5 composition, roles and rerponjibilities, the powers fo
establish Board committeei, the ieparation of roles between the Board and Management, as
well as the Board's corporate governance policies and practicer.

The charter is complimentary and does not intend to change or interpret any jtatute law or
regulation. All Board memberc have accer to it.

8.3. Conrtlfirtlon of the Board

Regulation 4 (l) of the PFM (Equalisation Fund Administration) Regulationr, 2o2l establisher
the Equalisation Fund Advisory Board which comprises of:

l) The Chairperson appointed by the Cabinet Secretaryi
2) The Principal Secretary to the National rreasury or his repreJentative designated in

writing:
3) The Principal Secretary responsible for matter5 relating to devolution or his or her

representative designated in writing:
4) One pe on from a pastoralist community nominated by the National furembly;
5) One person nominated by the Senate;
6) one person nominated by the council of Covernors drawn from the arear defined as

marginalized;
7) The Chief Executive Officer who shall be the Secretary to the Board; and
8) Three other perron, nominated from organizationr working in Equalisation fund

beneficiary countier and rpecial interert group. appolnt€d by the Cabinet Secretary.

The Board therefore has ten (10) members.

As at 30'h )une 2024, EFAB had ten (10) directors, nine (9) of whom are non- executive and
one (l) executive member. out of the nine (9) non-exe(utiver, seven (g) director5 are
expected to hold office for a non-renewable term of six (6) year;.

8.4. Procesl of Appointment

Regulation 5 of rhe PFM (Equalisation Fund Admini*ration) Regulations, 2021 provides that
a person is qualified for appointment as a board member if that perJon meet, the following
requirementr:

l) ir a citizen of Kenya;
2) holds a degree from a univerrity recognized in Kenya:
3) har at least five years' professional experience in a relevant field: and
4) meetr the requirements of Chapter six of the Constitution.

Regulation 6 of the PFM (Equalintion Fund Administration) Regulations, 2o2l rtipulate, that
the Board memberr shall hold office for a period not exceedingfsix (5) years non-renewable.
Apart from the Ps representative'r other appointment shall be by name and by notice in the
Kenya Gazette. The chief Executive officer has enrured that a record of the appointment
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letter, gazette notice and written acceptance by the Board member are kept in the personal
file of the Board member.

8.5. Removal of Dlrcdotr

According to Regulation 7 of the PFM (Equalisation Fund Adminirtration) Regulationr, 2o2l:

A member of the Board, other than ex-officio member, may-
l) at any time resign from office by notice in writing to the appointing authorityi
2) be removed from office by the appointing authority, if the member-

(a) has been abrent from three conrecutive meetings of the Board without permission from
the chairperson:

(b) is adjudged bankrupt or enters into a composition scheme or arrangement with his
creditors:

(c) is convicted of an offense involving dirhonesty or fraud:
(d) ir convicted of a criminal offence and rentenced to imprijonment for a term exceeding

six months:
(e) iJ incapacitated by prolonged physical or mental illnerr: or
(f) is otherwise unable or unfit to dirchaqge his functions.

Apart from the Ps reprerentatives, any removal of a Board member. shall be through formal
revocation.

8.6. Dirrctor Appolntmentr and Chrrtfic.tlon

ln the year under review, the Cabinet Secretary, National Treasury and Planning. appointed
the EFAB memben for a non-renewable term of six years purJuant to the PFM (Equalisation
Fund Adminirtration) Regulations, 2021. The members and appointment dater are tabulated
below:

EFAB lvienrbcn ard Eftcttve Date

e)

Mr Cuyo Boru was appointed as the Chief Executive Officer, administrator of the Fund and
Secretary to the Board from 25h November 2021.

DhGdd EftahrcDae
r) ng.) Mahboub MaalimAmb. E ln November 2O2l

MJ. LemooJa Ralia ln November 2O2l
3) Mr. Abdirizack 6olidra l, November 2O2l
4) Ms. Jane Bokayo l" November 2021

Mr. Victor Oda5 a '14'h December 2O2l
5) M5. Tamima Ali 25'h February 2022
7) Mr. Abdullahi Khalif 256 February 2022
8) Mr. Joreph Mbatha lOrh March 2022

Mr. Maurice Ogolla 29'i March 2O2l
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EQUALISATION FUND ADVISOEY BOARD

8.7. Functlonr of the Board

The functions of the Board with regard to the Fund, ar outlined in Section 8 (a) - fi) of the
PFM (Equalisation Fund Administration) Regulations. 2021, include:

1) Advise and make recommendation, to the cabinet secretary on the dirtribution of
reiourcei for the provision of the basic ,ervices to the marginalized areas under Article
204 of the Conrtitution:

2) Appraise and evaluate proiectJ proposed under the workplanJ rubmifted by county
technical committees to eniure compliance with the Conjtitution and the
recommendations issued by the Commisrion on Revenue Allocation:

3) Make recommendations on the priority areas requlring financing and implementation in
accordance r,vith the workplans considered under paragraph (2):

4) oversee, in conrultation with the county governments, the implementation of the projects
to ensure compliance with the Conititutioni

5) Monitor and evaluate the projectr implemented by county governmentJ uJing EqualiJation
funds to determine their impact in addressing the factorr contributing to the
martinalization of the areas identified in the counties:

CHIEF EXECUTIVE OFFICER/SECRETARY

Mr. 6uyo Boru
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5) Put in place measures to €nsure traniparenry and accountability in the implementation of
Equali;ation fund proiect, by county governmentr:

7) Establish a framework for collaboration between the national government and county
Sovernments in the implementation of proiectr in line with the Constitution:

8) Review the consolidated quarterly reports prepared by the Secretary on the
implementation of the projects and make recommendation, to the Cabinet Secretary on
performance improvementi

9) Review and propose the annual estimater of expenditure of the Fund for approval by the
Cabinet Secretary; and

lO) Undertake proiect public participation in line with Article 2Ol of the Conrtitution.

8.8. Capadty Bulldlng fior ttre Board

ln adherence to the beJt practice. the Fund develops an induction program for new Board
members which entails the directori' receiving knowledge about the Fund through
interactions with Management and rtaff, regular in-depth reports and prerentationi.

The CEO also ensures that management updates the Board on matterJ relevant to Fund't
business, changes in law and regulation including government accounting policies through
briefs and board papers during board meetings.

The management ir in the process of retting up an annual development program for all its
Board members to improve on their individual capacity. Board members are ako encourated
to undertake continuous professional development in their respective profersional bodier.

During the year. the EFAB members attended variouJ training programs and retreats to
enhance their knowledSe and understanding in various facetr thut ,trengthening their
oversight and advisory role in the Fund. The trainints attended were 36O Board Development
Programme and an lnduction Workshop for Board Memberr conducted by the lnstitute of
Certified Secretaries

8.9. Board and Menrb€r Performance

Board meetings are conttituted in accordance with the constitutive document and are held at
least four (4) time, a year with a period of at mort four (4) months between meetings.

Noticer of meetings are issued by the secretary. The Board papers/board packs are circulated
in advance to enable the directorJ prepare adequately for the meetingr. Special Board or
Committee meetings are held when critical and urgent matterr ariie. These special meetingt
only cater for the specified agenda matterr.

The quorum for a Board meeting ir five (5) memberr while for the Board Committeei i5 (3)
members. Senior staff or heads of units are invited by the Secretary to the board to attend
Board or Committee meetinsJ whenever considered necerJary.

During the period under review, the EFAB members held seven (7) meetings which were
attended as follows: -
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T/N9 Nrns"of Onoor BoeqlE=&?fi
'i!

l) Arnb. (Eng.) Mahbub Maalim Chairman 7 5
2',, Mr. Joreph Mbatha Director 7 7
3) Mr. Victor Odan Director 7 7

Mr, Tamima Ali Diredor 7
Mr. Abdullahi khalif Director 7 7
Mr. Lemoora Ralia Director 7 7

7) Mr. Abdlrizak 6olidra Director 7 6
8) Mr. Jane Bokayo Director 7 7
9) Mr. Maurice Ogola Director 7 7
lo) r\4r- 6uyo Boru cEo 7 7

!
,t.l 'ji;

r,t '

74

6

The Board ha5 conrtituted 4 board committees
l. Tedrnical Commlttee

. Ms. Jane Bokayo- Chairperson
o Mr. Victor Odanta
o Mr. Abdullahi Khalif
o Mr. Joseph Mbatha
o Mr- Maurice Ogola

2. Flnance Committee
. Mr. Victor Odanga-Chairperson
. Mr. Abdullahi Khalif
o Mr. Joseph Mbatha
. Mr. Maurice Ogola

3. Audlt lnd Rlrk Commmce
. Mr. AbdulrazakGolicha-Chairperson
o Ms. Lemoora Ralia
o Ms. Jane Bokayo
o Mr. Joseph Mbatha

4. Human Rrrourrc Conrmlttce
o Ms, Tamima Ali-Chairperson
r Mr. Abdulrazak Golicha
. Ms. Lemoosa Ralia
o Mr. Joseph Mbatha

The committees have held variour meetings as outlined in the table below during the year
under review.
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Commlltr3Erdr[
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3'r Rnru
cdllil$rmrtt!
hdd oh 26,92023
4r'Huu
Corrnntr mrrtt!
hdd olt 26lO.3Gl3

hdd cr

5c FbrrE
Colllmltbm.dng

".AudrdI*c.onnntf mrffig

ln Hurur
Corunlttrc tnrctU|
hdd on l0.lOr0B

Not* There was no Human Rerource Committe€ meeting held during the ftnancial year under
re\riwr.

S.lO. Borrd Rfiinrl'atlon

Board members are remuncrated for their servlces ln accordance wlth the prevalllng relevant
legiCative provkioru and guldance cirqrlarr i$ucd from time to time from the relevant
authorltier. The regular allourancer for tloard chairpcnons and bo*d members are as
tabulated belour. The rater arc bared on drarlar Rsf. No. PSCIHR^/I/I 2 V/ 153't dated l6rh
May 2Ol8 on revired remuneration guidelines for board members
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Nd;
l) Monthly honoraria Ksh 80,000 per month N/
2l Sitting Allo^rance Ksh 2O,0OO Der rittinc KJh 20,OOO ritti
3) Accommodation

allowances
K5h 18,20O per day KSh l8,2OO per day

4) Telephone
terv icerlAirtime

KSh.l0,0OO per month N/A

5) Accommodation
lnternational Travel

on A5 rtipulated in Circular Ref. OP|SCAC.9QIqA dated 76
December 20O9

5) Lunch KSh.2,000 per day subjea to meeting extending to lunch hourj
(lpm - 2pm). lf lunti, provided the allort/ance ir not payable.

7) Transport allowance Determined by prevailing govemment guidelineJ: currently
National Treasury Circular of 2O15. Paid at the current prevalling
Automobile Association of lcnya (M) rates.

8) Medical insurance lnpatient KSh. 2 million per annum
Outpatient KSh. l0O,0O0 per annum
Lart expenre (relf) K5h. l0O,0O0

8.11. Conllid of lntatn

Board member are required to avoid conflict of interert in any matter that relater to the
Fund. Board mem&rr are expected to declare any real or perceived conflict of interert with
the Fund upon appointment to the Board. A Board member who Jubrequently identifier an
area of conflict lhall be required to di5Elose any actual or potential conflict of intereJt to the
Board. and provide all relevant information and abrtain from decilion making where conflict
exirts.
Declaration of conflict of interest is a rtandard agenda item which is addressed at the onret of
each Board and committee meeting. EFAB directon declare conflict of interert Et the
beginning of each and every Board and committee meetingr and immediately thereafter slgn
in the regirter of conflict of interest.

No conflicts of interert were declared or reported by DirectorJ in the year under review.

8.12. Borrd tucerrlon

The Board will put in place a succe;sion plan for the Board and review the same regularly.

8.13. Governance Audlt

The Board will ensure that a tovernance audit of the Fund is undertaken on an annual basir.
The purpose of the govemance audit will be to enrufe that the Fund conforms to the hithest
itandardr of good govemance. The govemance audit wlll cover the followlng parameter
amont othert.

l) Leadership and stratetic managementi
2) Traniparency and Disclosure;
3) Compliance with Lawr and Regulations:
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4) Communication with stakeholderr:
5) Board independence and governance:
6) Board rystemi and procedures;
7) Consirtent shareholder and rtakeholders' value enhancement: and
8) Corporate social responsibility and invertment.

During the time period under consideration. there war governance audit performed. The
following were the auditorr' recommendationi:

i. The Board should develop a Risk Management Framework

Management Discussion and Analyrij

The Equalisation Fund was establirhed by the Constitution of Kenya under Chapter l2 Article
2O4 (1) to facilitate the development of marginalized counties. However, the
operationalization of the Fund did not take place immediately in 20'13 until l3,h March, 2O15
when Equalisation Fund Gazette Notice No. lTll was publithed providing Guidelines for the
Adminirtration of the Fund to the beneficiary countier.

The Fund was firrt operationalized by the National Treasury under the lntergovernmental
Fiscal Relations Department using Guidelines on Adminirtration of the Equaliration Fund that
establiJhed unincorporated Board comprising of Principal Secretaries from implementing
Agencies and four (4) member; ouride the Civil Service appointed by the Cabinet secretary.
The Secretariat comprised of technical omcerJ from implementing Agencies including public
works, water, energy and education, and the National Treasury's lntergovernmental Fiscal
Relations Department'r officers who provided fiscal and adminittrative lupport. The
adminittration of the Fund was therefore, a function of the lntergovernmental Fiscal Relations
Department.

The Equalisation Fund was administered through Guidelines on Adminirtration of Equalisation
Fund Gazette Notice No.l7ll until 5!h November. 2019 when the High Court ruling on
Petition No. 272 of 2016 declared the Equaliration Fund Guidelines ar unconstitutional, null
and void. This in effect disbanded the Equalisation Fund Advisory Board (EFAB) and stopped
any funher expenditure from Equalisation Fund.

The Court directed the National Treasury to develop a rtatutory inJtrument on the
adminittration of the Equalitation Fund within ,ix monthr and it is on this basis, that a multi-
agency committee compriring of reprerentatives from National Treasury. National Assembly,
Senate, Council of Governors, Commission of Revenue Allocation and Controller of Budget
was put in place to develop new Equalisation Fund Jtatutory inrtrument.

Thir team developed the Public Finance Management (Equaliration Fund Administration)
Regulations 2021 which har tince been publithed through Kenya gazette rupplement No 69,
Legal Notice No 54 of 29rh April,2021 and subsequently approved by the Parliament. The
publication and approval of the Regulations paved way for the operationalization of the EF
with the appointment and inauguration of the netv EFAB.
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9..l. hgrl and Policy Framcrro*

ln appropriating the Fund, the following legal and policy documents provide the framework
for the operationalization of the Equalisation Fund:

9.1.1. Constltutlon of Kenya 2OlO
Artlcle 204. Stipulater that:
clause (l): There is established an Equalisation Fund into which shall be paid one-half percent
of all the revenue collected by the national tovernment each year calculated on the'bash of
the moit recent audited accountr of revenue received, ar approved by the National Assembly.
clause (2): The National Government shall use the Equaliration Fund only to provide baric
tervices including water, roads, health facilities and electricity to martinalized areal to the
extent necerrary to bring the quality of thore services in those areas to the level generally
enjoyed by the reJt of the nation, ,o far ar possible.

Clause (3): The National Government may use the Equalisation Fund-
(a) only to the extent that the expenditure of thore funds has been approved

Appropriation Bill enacted by Parliament: and
(b) either directly, or indirectly through conditional grants to counties in

marginalized communitier exirt.

ln an

which

clause (4): The commission on Revenue Allocation shall be consulted and its
recommendationr considered before Parliament parreJ any Bill appropriating money out of
the Equaliration Fund.

clause (5); Any unexpended money in the Equaliiation Fund at the end of a particular
financial year shall remain in that Fund for ule in accordance with clauses (2) and (3) during
any tubiequent financial year.

clause (6): This Article laprer twenty years after the effective date. subiect to clause (7).

clause (7): Parliament may enact legirlation luspending the effect of clause (6) for a further
fixed period of years, rubiect to clause (8).

clause (8): Legirlation under clause (7) lhall be supported by more than half of all the
memberr of the National Arsembly, and more than half of all the county delegations in the
Senate.

claule (9): Money shall not be withdrawn from the Equalisation Fund unless the controller
of Budget has approved the withdrawal.
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9.,l.2. The hrbllc Financc lvlanagement Act, 2012
Section 18 of rhe PFM Act 2Ol2 rtipulatej that:

tectlon t8 0)
The National rreasury rhall adminiJter the Equaliration Fund in accordance with Article 2o4
of the ConJtitution.

Sedlon l8 (2)
The National rrearury lhall keep the Equaliration Fund in a reparate account maintained at
the Central Bank of Kenya and shall: -

(a) tranrfer into that Equalilation Fund all revenues payable into the Fund under Article
204(l) of the Constitution; and

(b) tranlfer from that Equalisation Fund. without undue delay, all money for purposes
specified in Article 204(2) of the Constitution.

tectlon 18 (3)
The National rreasury shall ensure that the Equaliration Fund Account ir not overdrawn at
any time.

Sedlon 18 (4)
Where a withdrawal from the Equaliration Fund is authorized under an Act of Parliament
that approvet the appropriation of money, the National Treasury shall make a requirition
for the withdrawal and submit it to the Controller of Budget for approval.

Sectlon 18 (5)
The approval by the Controller of Budget of a withdrawal from the Equalisation Fund,
together with written inrtructions from the National Treasury requestint for the withdrawal,
shall be sufficient authority for the Central Bank of lGnya to pay amounts from the
Equalisation Fund Account in accordance with the approval and inrtructionr tiven.

Sectlon 18 (5)
Any unutilized balancet in the Equalisation Fund shall not lapje at the end of the financial
year, but rhall be retained for use for the purposes for which the Equalisation Fund was
established.

9.1.3. The PFM (Equallntlon Fund Admlnlrtrlflon) R4ulations, 2O2l
According to Regulation 3 of the PFM (EF Administration.) Regulations. 2O21, the Fund was
ertablished to: -

(a) establilh an unincorporated Board to advise the Cabinet Secretary on the proper and
effective performance of the Fund;

(b) provide guidance on the adminirtration and manatement of the Fund:
(c) provide for the withdrawall from the Fund;
(d) provide for completion of ongoing proiectr under the first poliry:
(e) provide for implementation of new proiectr under all subsequent policies: and
(fl provide for the procedurer in relation to winding up of the Fund
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9.1.4. lvlarglnallzatlon Policy
Article 215 of the Constitution of Kenya establirhes the Commisrion on Revenue Allocation
(CRA). Further. at a precondition to the allocation and utilization of the Equalisation Fund,
Article 216(4) of the Conrtitution requirer that the CRA determines, publishes and regularly
reviews a policy in which it Jett out the criteria by which to identi6/ marginalized areas

The CRA Marginalization Policy also provides a framework that guider in the planning.
implementation. monitoring and evaluation the use of the Equaliration Fund. ln ,ettint out
the criteria for identifying marginalized areas, the Commission has so far developed and
reviewed two (2) policy frameworks namely:

(i) The First Marginalization Poliry; and
(ii) Second Marginalization Policy.

The First Marginalization Policy war developed In 2013 and approved by parliament in
December 2014. The Policy was to be effective for three financial years from the date of itt
approval rhar ir (2014/15: 2015/16/ 2Ot5/17). The Policy identified fourreen (14) counties as
marginalized and have benefited from the Fund namely: Klllfi, Kwale Tatta Trv€tr, Cr.rtJa.
Manden. Wtilr. Tana Rtver, Manabh, lriolo, Samburu. Narch Turkana, Vhst Pokot and
lamu

The Second Policy was developed and published in 2O18. The Policy identified wards/areas
as planning unitr 5pread in 34 counties in total (1,424 marginali5ed areas). The Second poliry
will be uted to rhare revenues for FYs 2Oll/12: 2012/13: 2013/14: 2017 /18: 2018/19 2O19/2O:
2020/21.

9.2. A Report on the Fund'l Operational and Finandal Pcrfonnrnce
The Equalisation Fund facilitates the identification, implementation and monitoring and
evaluatlon of proiectr. The implementation of the projectr ir the rerponribility of the
implementing agencies and beneficiary countier. ln carrying out itr mandate. the Equaliration
Fund has made the following milestoneJ:
9.2.1 Approprlatlon lnto the Equallsatlon Furd to datc

The dirburrementr made up to date are based on the Firrt Policy on Marginalization which
identified 14 counties ar marginalized areas. The poliry also recommended the criteria for
sharing revenue among the l4 marginalized counties for three consecutive financial years.
namely, 2Ol4ll 5 , 2ol5n6 and 2016/17 .

The Equalisation Fund entitlement and allocation rince
Constitutlon 2010 is as rhown in Table I below: -

promulSation of the Kenya
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Table l: llntlon Fund Enfltlement and Allocatlon rlncc tn

lource: Division ol RetEnue Act, 2024. 2023, 2022, 2021, 2O2O. 2019, 2018. 2O17. 2016. 2Ol5 & 2014.

l. There was no allocation in the firrt three financial yearr i.e., 2011/12. 2012/13 and 2Ol3/14
tince the Firrt Policy identifyint the marSinalized arear had not been put in place by the
CRA.

2. The total entitlement to the Fund since inception is KSh 62.403,758.050. The total
allocation to the Fund (approved by Parliament) rince inception is l(Sh. 33.597.717,437.
Out of thir, KSh.l2,.rcO,0OO,0CX) was appropriated through the Equalisation Fund
Appropriation Act 2Ol8 and Krh. 1O,330.317.,f33 appropriated in the Equaliration Fund
Appropriation Act 2023

tvlon rslcnt audhed tlrr€nuel
apprct €d by thc Natlonal ArrcmHy

Finandal
Year

Bare YG!? for
rnort ,GCnt
audhld
EVtnuet
apprcved by
Natlonal
AjrmUy

AudttGd md
approved ra/cnrE
by Natlonal Asembly
(Krh.)

Equlllr.tlon Fund
Allocnbn 06h.)

Equaliriiion Fund
Entldrr nt (O-5cr5

of moJt |tclnt
audhcd and
appovrd
rewnues) (Kih.)

AtrEmt
R!trGded ln th.
DOMt,al

(a) (b) (c) (e)(d)
r) 20rn2 2008/2009 468.151.970.000 2.340.7 59.850 0

2) 20t2n3 2009/201o 529,300.000.000 2.546.500.OOO o

3)
2013/i4 2009/2010 5 2 9. 300.000.000 2.646.500.OOO o

4)
2014/15 2@9/2010 529,300.0@.000 2.646.500.OOO 3.400,000,ooo400.000.000

s)
2015n6 20t2not3 3.884.500.000 6.000.000.000776.900.OOO.OOO 6.OOO.OOO.O@

6l
2016/17 2013/2014 935.653.000.000 6.000.o00.000 4-679.265.4OO 6.O00.000.000

7)
2017 A8 2013/2014 935.653,000.OOO I 4.67A,255,OOO 7.727.OOO,OOO

8)
2018n9 4.700.000.0002013/2014 935.653.00O.000 I 4.678.265.OOO

e)
2019/20 2014/20t5 r.0 38.03 5.OOO.O00 I 5.190.175.000 5,760.000,ooo

lo)
2020/21 6.788.490.OOO2016/2017 L357.698,000.0oo 6.788.490.000

6.825.317.433
I l)

2021/22 2016/2017 r.357.698.OO0.O00 3.261.943.222 6.788.490.OO0

12)
7.06A-474.2112022/23 2017 /2018 r.413.694.840.OOO 7 .068 ,47 4,211 7.064.47 4.200

t3l
2023/2.4 20t9/20 1o.857.400.ooo 8.3 58.5 74. OOO 8.358.574.OOOl.673.7l5.OOO.OOO

GMND TOTAL 6L1or,758.OrO 6t2,6r1,855,W14,051,1r4,755,Or't ,r.597 .717 .437
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3. The Ksh. 10.330,317.433 appropriated in the EF Appropriation Act 2023 was allocation
for Ff 2O21f2O22 (Ktr3261,843A22) and FY 2OZ2AO23 (Krh.7,6S.474,2il).
However, in the FY 2022/23 Supplementary ll, the National Treasury revised the
Equaliration Fund allocation to zero due to the following reasons;

i. The National Treasury encountered shortfall in financing rince the revenue
collection was below target by over Klh.l0O billion:

ll. The National Treasury were not able to raise all the projected borrowing: and
iil. By the time of supplementary budget ll. the Equaliration Fund Appropriation Bill

2023 had not been approved and arsented, therefore. the National Treasury did
not have authority to expense the funds.

In view of above the National rreaiury committed to conrider and allocate the xsh.to,3
blllion in FY 2023/24 first supplementary budget. However, the amount wa, not allocated
in the FY 2023/2024 rupplementary budgeB and the National rreasury guided that the
Equalisation Fund to utilize Ksh. 10.867.4@,000 being allocation for F't zo2j/2o24 for
implementation of the EF Appropriation Ad 2o2). The pro,iect implementation of approved
pro.iectr for Equaliration Fund Appropriation Act, 2023 is ontoing and at different rtages of
implementation.
Additionally, the National Treasury vide letter Ref: TNTZZ/8I nl4lE Q4) dated l9s May,

2023 to the clerk of senate, commifted to pay the Equaliiation Fund arrear ar per the

table below.

Table 2: Proposed Plan on Appropriatlon of Equaltratlon Fund Anear
Financial Ycar (A) Budga E tlrutcr O) Equelkatlon Fund Atrsrr (C)

4.368,574.OOO

2024ns 8.368,574.000 9.976.766.OOO

2025n6 9,590,O00.ooo 9,976,766.0c,0

r0.960.ooo.ooo 9.976.766.000

r4.393.OO0,OOO 9.976.766.WO

6rand Total 51,680.148.o00 39,907,W.W

I zoztn+

2026127

2027n8

9.2.2. Dlrbunern ntr ftom ttre Equallrflon Fund to date

Ai mentioned above. a total of 1(sh.12.4 billlon on Equaliration Fund entitlementi relating to
financial vears 2014/15.2015/16 and 2016/17 have been allocated and appropriated to fin;ce
proiecti identified in l4 marginalized counties and for the purpose of administrative expensej.

of rheJe funds, the Equalisation Fund has ro date disburred a total of KIh. lo4lg,1l3.g2g in
Financial Years 2016/17, 2OVng, 2O1g/19. 2OZ2/23 and 2023/24 to rhe 

'Minirtriej.
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Departments and Agencies (MDAs) implementing the identified proiectr in rhe t4
marginalized counties as rhown in tables 3. 4, 5. 6 and 7 below:

TaHc 3: Dltbur€rn nR ln FY 2016fl7 In

T.HG + Disbun mcntr ln At 2o,17ng in

9,.'l6.106.0 ,0.0q).@0.rD

t0.@.@_o 16.@,@.@
rllt C-.r, ,.rgr.qx),ao

to.@.@6
o.@.@@
,.o@.dto 6
16.000.@0 @

rt.@0_000 @

r 0r,7t2,l !l.oo

l!4s.r@ (x,a.rr-20 @ 7.tt-m0o r66lQ.@00 El.rt5.fio00 r@,llt.lll,,(. It Jqlu,.q,

lar.6ta&r m lt.m.m.o t|r,J20,o6 ,o,m.mm
lid!Crt .5.ril.7J..m .50J0,0@ m l(6m,m.m10.m,@.m

6.m,u.orlli Cat t(aua6 @ J6,:raJ6rO rfi.zr.6ro&
7l.m.dlmXd.C-t l5.rct5J{0 uuso@ , rr.,75,11!.6

lr- Cdrt ll,t r.r2.00 tt.066.9(!.o t9J6r.1210 r,l,t0JJ00 60ro,0.m
rlrr70J116 ,0u.m.dr 2r.m.e.oh&tCrlt lujr2r0.o r?q6o.mo

16.m,m.fl)r06rtm0 a6,rtqlIt.0 9{.9,100.00 r.r.gzdoo.m

Itidr CFlt tr"mja!.o orljsr6 lm.$a.tas.o

I r l.E@.000.mSrlbfl Co{lt !0J.010.16'r.00

xrSt!5.m rll.x!.m.o tJ.m.m.@T-rr trrtCor, ro.125.m o
IE lur., Cnt 20ar7.0c,.m lr,t7lJ09.m rr.m0,m.00

,,,l1$t n u.rt0,m.o r20,6,56Lu)

289.49 r91 6 lalrm,mo o,m,mm
W.rI t*n Cr.t l2,ral22.o ]{rm,m6 at?rrJ.m.m
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Tablc 5: Dbbursncntl ln FY 2Ol atg

Table 6; Dlrbsrem.ntr ln FY202:2n3 it,ln

ln

Orirtt Oody ,,j[62Jt.m
Liolo Oorty J6J6l,40l50

'9,750,m.m16li6 Co@t! r01J76.r1"20 a,&JJrrm a.ms.m
Ki.h Cosrly 42,071.6@m r,lr&750.0 i0,fio,m.m
lrtrr Coutl 5Jr2,6E4.m i 9 t,.160, t0 t.m t,ID4,94{m

lttrdn Curaq t2iJ2&6n60 ,,tI2,9()0.m

Itt'!tht ro0ltt ll9Jr],m6.r0 Jll,Il],12J0 121,496,{0.m

t{rrol Co{rt} { l925,lr6.Jn IIt 929,9&m

S.Dh.l| Couty 214.M.{66.10

Trib Tr.b C.lEh ii.mJ.$l.m l.nJ.m.m
Trnt niEr Coooty rt 0J9,r0r.10 6t99t 119J5 o,0@.0m.00

Tu.ltlr a6rd, lrrotr65.r0 6rjm.ffo.o

Wrir rcllq 7fi17J1Lfr r51m,m.0
W.tt Polot Coo f 40,0?tJat.m rl,m,m.o

C..lr,r 4.{€0.965.16
Eolo o
lllifi 4t -122.501.24 t7.380.475.@
frs& $.724.q)1.5

77.U2.536.09
Mladna 0
M.rr-lt 55,852.t77.95
Nan L 30.985.859.@
tunburu 62.908,798.00
Lih
Trrta

66.179,5r7 .&

T.lra f,hrrr 60.51 5,5,r8.9O
Turbra r07.350.03t.44
U,rrrll 69.@7,076.*)
Utl
H4

| 9.16/r.544.m
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Garlna

r8.485:96.m t8.{85.296.00
hmu 13.96t.003.80 13. t.003.80
KiIifi 68,268-16.m 68-268.336.00
Irlolo

M.,r.tit
N.rol 8.417.Uz.h 8-.{17.842.90

r3.77250.OO 13.nl.25o.@
f.fti ftveta

Tana River 27.58t.452.6 27 .683.152.6

Tu.lan.
w.ilr 5.60r.851.@ 5.60r.8r.m
W€rt Pd(ot

Tlb{c 7: Dl6urrrnsrt ln FY 2O2 h

KwrL

9.2.3. Sffiur of Prorcd Urdcrtaft:n by lmplcmcnttg MDAr tdcnt!frcd tn Ftn ndrl YGIr!
20l6ll7,2Ot7l18 .nd 2OlUl9 ]n thc 14 Colrrtcr

Since the commencement of the Fund. projectl identified for funding from the Fund have
been in the 14 countie, identified by the first marginalization poliry. These projectr were to
be financed to thelr completion. from allocations to the EF for the FY 2Ol4/15,2O15fi6 and
2016/17 and ai appropriated in EF Appropdation Act of 2O18. As such. prorects have only
been identified once and the same have been under implementation since then. New projects
will only be identlfied based on the recond policy on marginalization.

The projects, as per EF Approprlation Act of 2Ol8 are implemented by rpecific MDAs who
periodically forward rtatu, reportr on these proiectr to the National Treasury. Bared on
rubmirrion by MDAs. there are a total of 360 projects. financed by the EF and are at different
ttatut of implementation ar rhown in Table 8 below:

Tabk 6: stltur ofall [tG !r.t 3@ 2Ut4.

Mdnrydtlcdth 84 t5 I 8 53ttn D.Prfmatt loe lnllrstructur:,
thExrth rcRRA

u '16 3 I &
tm. DcFrtm.rtr fc lrttlsr 30 0 to l9

5rtrhlonof Vhcr ud 127 l4 ll 9 93

Vqtlonrl
smc Deprrtmrrt br Tcdrdcal rrd 4 4 0 o

Itrtc Dryrrtnrnt fa Ertly Lanhf BUc
Edr.ltlon

lo 3 0 2 5

Iti&rl,trv of lnsrv 20 0 0 r9
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9.3. Equallntlon Fundr compllancr urlth rt!tutory ttqulEmrntr

During the year ended 30'h June 2024, the Fund complied with all its statutory obligationr to
tax authoritieJ, the National Trearury, the office of the Auditor 6eneral and all other rtatutory
entities.

9.4. lvlaterial Arrean ln Strtutoty and Othcr Flnandrl Oblltatlonr,

No material arreart in ttatutory or other financial obligations had been identified a5 at 3oth
)une 2024.

9.5. Ov€r.ll Challenger Encountend

The Fund was operationalized in the FY 2015/16 and projectj to be financed from the Fund
were identified in December 2016. The operationalization and implementation of the Fund
has faced the following challenges since inception to date; -

l) ln 2019 the High Court on itr rullng on Petition oo.272 of 2016 directed the National
Treasury to develop new rtatutory inJtrument on the adminirtration of the Equalisation
Fund and the lengthy nature of the proceJr of developing new statutory inrtrument caured
more delays in operationalizing the Fund:

2) Delayed disbursement of funds into the Equalisation Fund has slowed down
implementation:

3) TiSht fiscal lpace to allocate and appropriate all Equalilation Fund entitlement resulting in
Fund arrears;

4) Revirion of EF allocation long after the enactment of the EF Appropriation Actr have
caused challenges in resourcing/funding of the EF appropriation;

5) Delays in approval of Equalisation Fund annual budget by the Cabinet Secretary National
Trealury relulting in delays in Fund's op€rationri

5) Court cases: Petltlon number N, 6 2023 in the High Court of Kenya at Carirra and courr
order dated 3l rt May. 2023 and Pdifion 4 of 2023 in the High Court of Kenya at Garirsa.
This relulted in rertricting of withdrawals from Equalisation Fund delaying timely
implementation of proiectr:

7) The shift of unit of coniideration for marginalization from county to lub location in the
second Policy reiulted in identification of 1,424 areas as MarginaliJed rerulting to thinly
spread of resources. Therefore, the impact of the Fund on the malginalised communitie,
may not be immediately felt and doubtful in mort infiances;
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8) There are 2 marginaliration policier currently running concurrently, thir has made it
difficult to conduct impact assessment/ evaluation of the policies and cRA is developing a
third marginalization. Need to have one marginalization poliry in place for at leart 5yea'rJ:

9) The EF Appropriation Act, 2023 did not provide for administration cort5 for beneficiary
county Governments and county Technical committees resulting to challenges in project
identification and oveBight at the county level:

l0) Delays in rubmi$ion of project proposals identified by the county Technical comminee
by the county Executive committee Members for Finance for the rerpective beneficiary
counties: and

ll) Litigation: and multi legislative injtrumentr in National Assembly and Senate

9. Envlronmental and Surtalnablltty R€portlnt

The subjea of environmental and sustainability reporting and it, relation between their
financial performances continue to gain traction. The Equalisation Fund is committed to
facilitatint development of basic rervices including water, roadr, health facilities and electricity
in marginalized areas to the extent necerrary to bring the quality of those servicer in those
arear to the level generally enjoyed by the rest of the nation. ro far as possible.

The Fund take, cotnisant in nurturing friendly co-exirtence in an environment that supportJ
socio economic development and JuJtainability ar advocated for by sustainable Development
6oals No. 3 on good health: No. 6 on provision of clean water and lenritization: No. 7 on
provision of affordable and clean energy and No. lO on reducing inequality.

The Fund committ to comply to all relevant national and international environmental and
other ttatutory regulatory provisions. best practicer and standards. The Fund will ensure that
its environmental and social management/ monitoring plans are anchored and comply with
all the relevant regulations and standardl.

l.l. Employee welfare
ln order to Suide management of staff. attain optimal staffing levels and attract and facilitate
appointment and retention of suitably qualified officers, the Fund has developed varlour
Human Resource lnrtruments namely: organizational structure and staffing: Job Descriptions
and Specification Guidelines: Human Resource Policies and Procedurec Manual; and Salary
Structure for EFAB Secretariat-

Durint recruitment and management of staff, the Fund will strive to adhere to its human
reJourceJ policies. procedures and guidelines while taking into account the gender ratio,
regional balance and lpecial groups. Addltionally, the Fund will continually provide a
conducive work environment and facilitate staff to undertake continuoui training and skill
development. Finally, the Fund will procure a medical and inrurance cover to take care of
any uncertainties.
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To enhance effective delivery of its broad mandate the Fund recognizes the need for
employees training and lkill development. During the period under review. the Fund
conducted a training need asreJrment and analyris and sponrored employees for the
following courses:

o Senior Management Course - Kenya School of Government

. Records Management Courre - Kenya 5chool of 6overnment

Advanced Leadership Programme- EaJtern and Southern Africa Management lnrtitute
(ESAMI)

1.2. Market place pr.ctlcer

ln sourcing for goods, works and rervices, the Fund shall comply with the provisionJ of public
Procurement and Asset Disposal Act 20.I5 and other enabllng legirlationr. Under the
preference and reservations cchemel, the Fund shall allocate 3@/o of iti procurement
opportunities to firms owned by the afflrmative action groupJ (youth, women and persons
with dirability).

Moreover, following laid down procedures and guidelines. the Fund shall adopt bert practicet
and endeavour to honour contractual obligationr to supplier/contractors by making timely
payment for goods, work and services. The Fund shall appralre itr supplien/contractors of
goodr. works and services to develop and regularly update itr suppliers' database.
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13. Corporlo# kfoffiy/Gmffi ffi*
The Fund commltr to undctlkc CtL rctl&r. Corporam Sodal lm/GJtment lnd othar brms
of communlly an8|t?nrmB ln the naxt finandal years.
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10, kpofi of thc Dlrcctor
The Directors submit their report totether with the audited financial rtatementJ for the year
ended June 30, 2024, which show the rtate of the Fund's affairs.

l) Prlndpal acttyltlcr
The principal activitier of the entity are on page (iil).

ll) Resultr
The r€rultr of the entity for the year ended June 30,2024, are ret out on page I to g.

lll) Drsctor'
The members of the Board who served durlng the year are shown on page Xlii.

tu) Audttrors
The Auditor General is responrible for the rtatutory audlt of the Fund ln accordance wlth
Article 229 ofthe Conrtitution of Kenya and the Public Audit Act 2015.

By Order of the Board

Gryo Bofli
Secrrtuy to the Boad
o*e: lXl1!2ow1
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ll. Statement of Dir€ctorr Responslbllhler
Section 8l of the Public Finance Management Act, 2012 requires the Directors to PrePare
financial statements in retpect of that Fund. which give a true and fair view of the state of
affairs of the Fund at the end of the financial year and the operating result5 of the Fund for
that year. The Directorr are also required to enJure that the Fund keepr proper accountint
recordr which disclose with reasonable accurary the financial Position of the Fund. The
Directors are also responsible for rafeguarding the arsets of the Fund.

The Director are responsible for the preparation and presentation of the Fund's financial

rtatements, which give a true and fair view of the rtate of affairs of the Fund for and a5 at the
end ofthe financial year ended on June 30. 2024. This reJPonJibility includes: (i)Maintainint
adequate financial manatement arrantementr and ensuring that thete continue to be effective

throughout the reporting period; (ii)Maintaining proper accounting records, which disclose

with reasonable accurary at any time the financial position of the Fund; (iii)Desi8ning.

implementing and maintaining internal controlr relevant to the PreParatiOn and fair
prerentation of the flnancial rtatements, and ensuring that they are free from material

mitstatementr. whether due to error or fraud; (iv)Safeguarding the attett of the Fund:

(v)selecting and applying appropriate accounting policies; and (vi)Making accounting

estimatei that are reatonable in the circumstancet.

The Directors accept responribility for the Fund's financial ttatementt, which have been

prepared uting appropriate accounting policies supported by reasonable and prudent
judgements and estimates. in conformity with International Public Sector Accountint Standards

(lP5A5). and in the manner required by the PFM Acl,2012. The Directort are of the opinion

that the Fund', financial statementJ give a true and fair view of the state of Fund't transactiont

during the financial year ended June 3O,2024. and of the Fund's financial PoJition a5 at that

date.
The Directors further confirms the completeners of the accounting records maintained for the

Fund, which have been relied upon in the Preparation of the Fund's financial statementt at

well a; the adequacy of the rystemt of internal financial control.

Nothing has come to the attention of the Directors to indicate that the Fund will not remain a

going concern for at leatt the next twelve months from the date of thit ttatement'

Approval of the ffnandal rtat€menB

The Fund's financial statements were approved by the Board on 22d July, 2024 and signed on

its behalf by:

-/
dro

Name Amb. (Eng.) Mahbub Maallm
Chairman of the Boad

Name: Guyo Boru
CEO/Fund Admlnirtrator

xlii
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OFFICE OF THE AU DITOR.GEiIERAL
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REPORT OF THE AUDITOR-GENERAL ON EQUALISATION FUND FOR THE YEAR
ENDED 30 JUNE, 2024

PREAMBLE

I draw your attention to the contents of my report which is in three parts:

A. Report on Financial Statements that considers whether the financial statements are
fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevanl laws and regulations that have a direct effect
on the financial statements.

B. Report on LaMulness and Effectiveness in the Use of Public Resources which
considers compliance with applicable laws, regulations, policies, gazette notices,
circulars, guidelines and manuals and whether public resources are applied in a
prudent, efficient, economic, transparent and accountable manner to ensure the
Government achieves value for money and that such funds are applied for the
intended purpose.

C. Report on Effectiveness of lnternal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, risk
management environment and internal controls, developed and implemented by those
charged with governance for orderly, efficient and effective operations of the entity.

A Qualified Opinion is issued when the AuditorGeneral concludes that, except for
material misstatements noted, the financial statements are fairly presented in accordance
with the applicable financial reporting framework. The Report on Financial Statements
should be read together with the Report on Lawfulness and Effectiveness in the Use of
Public Resources, and the Report on Effectiveness of lnternal Controls, Risk
Management and Governance.

The three parts of the report aim to address the Auditor-General's statutory roles and
responsibilities as provided by Article 229 of the Constitution, the Public Finance
Management Acl,2012, and the Public Audit Act, 2015. The three parts of the report
when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Equalisation Fund set out on
pages 1 to 24, which comprise of the statement of financial position as at 30 June,2024,

HEADOUARTERS
Anniversary Towers

Monrovia Street
P.O Box 3oo84-ooroo

NAIROB I
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and the statement of financial performance, statement of changes in net assets,
statement of cash flows and the statement of comparison of budget and actual amounts
for the year then ended, and a summary of significant accounting policies and other
explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, except for the effects of the matter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Equalisation Fund as at 30 June,2024, and of its
financial performance and its cash flows for the year then ended, in accordance with the
lnternational Public Sector Accounting Standards (Accrual Basis) and comply with the
Public Finance Management Ad, 2012.

Basis for Qualified Opinion

Unsupported Transfers to Other Government Entities

The statement of financial performance reflects expenditure on transfers to other
Governmenl entities of Kshs.156,137,032 as disclosed in Note 10 to the financial
statements. The expenditure relates to transfers to the Ministry of Water, Sanitation and
lrrigation for projects implemented under the first policy of the Equalisation Fund. Review
of the transfers revealed various anomalies as highlighted below.

An amount of Kshs.16,105,440 was transferred towards payments for the supply
and installation of electromechanical items for Baricho Water Treatment Plant in
Mombasa County. However, the certificate of works attached to the payment
voucher revealed that only an amount of Kshs.2,496,432 was certified leaving a
balance of Kshs.13,609,008 not certified and therefore not supported.

An amount of Kshs.9,042,200 was transferred towards payments for the drilling of
eight (8) boreholes in Lungalunga in Kwale County, However, records indicate that
the project had been fully paid for before the amount was transferred. The amount
transferred was therefore unsupported.

o

lt

An amount of Kshs.5,603,851 was transferred towards payment for the
construction of Madhalibah Water Pan in Wajir South, Wajir County. However, the
project whose contract sum was Kshs.24,364,570 had been completed and fully
paid for before the amount was transferred. Consequently, the amount transferred
was unsupported.

ln the circumstances, the accuracy and validity of the transfers to other Government
entities of Kshs.'156,137,032 could not be confirmed.

The audit was conducted in accordance with lnternational Standards for Supreme Audit
lnstitutions (lSSAls). lam independent of the Equalisation Fund Management in

Rq.,rt ol the.lu.litor'-Oenertl on F-clrutlisutitn f-und.fir thc.t'ear anded 30.|urc, l0lJ
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accordance with ISSAI 130 on the 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 qualified 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. Except for the mafters described in
the Basis for Qualified Opinion section, I have determined that there are no other key
audit matters to communicate in my report.

Other Matter

Low Allocations Under the Second Policy

Review of allocation of funds for financial years 202112022 and 202212023 under the
Second Policy revealed that a total of Kshs.10,020,407,910 was allocated lo 1,424
marginalized areas identified under the Policy. The amounts allocated per area ranged
from between Kshs.5 million and Kshs.9 million. Although the coverage forthe funds has
increased under the Policy, the amounts allocated may not have an impact on the
marginalized communities due to the low allocation levels. Further, there was no evidence
that an impact assessment on the projects implemented under the First Policy was done
to determine lessons learnt and guide on projects' choice and location in the Second
Policy.

The low allocation may result in the Fund's objectives not being realized.

Other lnformation

The Management is responsible for the other information set out on page iv to xlii which
comprise of Key Entity lnformation and Management, Chairman's Report, Report of the
Chief Executive Officer, Statement of Performance Against Predetermined Objectives,
Corporate Governance Statement, Environmental and Sustainability Reporting, Report of
the Directors, and Statement of Directors Responsibilities. The Other lnformation does
not include the financial statements and my audit report thereon.

ln connection with my audit on the Fund's financial statements, my responsibility is to
read the other information and in doing so, consider whether the other information is
materially inconsistent with the financial statements or my knowledge obtained in the audit
or otherwise appears to be materially misstated. lf based on the work I have performed, I

conclude that there is a material misstatement of this Other lnformation, I am required to
report that fact. I have nothing to report in this regard.

My opinion on the financial statements does not cover the Other lnformation and
accordingly, I do not express an audit opinion or any form of assurance thereon.

Repon 4 lhe ludi,otAeneral on Equulisation Fund.for the year cnded 30 June. 2021
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the effect of the matters described in the Basis for Conclusion on
Lawfulness and Effectiveness in the 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 for Conclusion

1. Non-Compliance with the Constitution

Article 204(1) of the Constitution of Kenya, 2010 requires that one half per cent (0.5olo) of
all the revenue collected by the National Government each year, calculated on the basis
of the most recent audited accounts of revenue received as approved by the National
Assembly, be paid into the Equalisation Fund.

As reported in the previous year, review of the financial statements for the
Equalisation Fund for the year ended 30 June,2024 revealed that only an amount of
Kshs.13,430,000,000 out of the expected Kshs.59,954,788,050 of the total entitlement
from the financial years 2011120121o 202312024 had been transferred to the Equalisation
Fund Account as tabulated below:

Financial Year

Approved Audited
Revenues

(Kshs.)

Amount of
Equalisation

Fund Entitlement
(Kshs.)

Amount
Transferred to

the Fund
(Kshs.)

20't112012 468,1 51 ,970,000 2,340,759,850
2012t2013 529,300,000,000 2,646,500,000
20't3t2014 529,300,000,000 2,646,500,000
2014t2015 776,900,000,000 3,884,500,000 6,400,000,000
2015t2016 776,900,000,000 3,884,500,000
2016t2017 776,900,000,000 3,884,500,000 6,000,000,000
2017t2018 776,900,000,000 3,884,500,000
2018t2019 776,900,000,000 3,884,500,000
2019t2020 776,900,000,000 3,884,500,000
202012021 1 ,357,698,000,000 6,788,490,000
2021t2022 1 ,357,698,000,000 6,788,490,000
2022t2023 I ,41 3,694,840,000 7,068,474,200
2023t2024 1 ,673,71 5,000,000 8,368,574,000 1,030,000,000

Total 1 1 ,990,948,810,000 59,954,788,050 13,430,000,000

Report ol thc ,4uditor-Guval on Equulisatktn Fundlor thc ycar endcd 30 .lunc, l02J
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The National Treasury had not remitted the outstanding balance of Kshs.46,524,788,050
to the Fund as at 30 June,2024. Further, it is not clear if the Fund wlll receive the accrued
share of revenue tabulated above. Lack of disbursements casts doubt on realisation of
the Fund's intended objective of providing basic services to the marginalized areas.

ln the circumstances, The National Treasury was in breach of the law.

2. Lack of Value for Money in Projects Under the First Policy

Field verification of sampled projects implemented under the First Policy on Equalisation
in the month of December, 2024 revealed various anomalies as listed in Appendix l.
Further, review of the status report revealed that fifty-seven (57) projects initiated more
than five years ago under the Policy were significantly delayed, with estimated completion
levels below 50%. No explanation has been provided by Management on the measures
to be taken to ensure that funds disbursed from the Fund are utilized as per the law and
that projects implemented by various agencies are completed to achieve the objective of
the Fund.

ln the circumstances, value for money utilized on the respective projects could not be
confirmed.

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require 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 comply 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 THE EFFECTIVENESS OF INTERNAL CONTROLS, RISK
MANAGEMENT AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015 and based on the 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.

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 internal controls, risk management and overall governance
were operating effectively in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and the Fund Advisory Board

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards (Accrual

Report ol thc .4utlitttr-Geucral on Equtlisotktn ['und.fitr thc y'cor endcd 30 ,lune. 2021
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Basis) and for maintaining effective internal control as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal control, risk management and overall governance.

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

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

ln addition to the responsibility for the preparation and presentation of the Fund's 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 Fund Advisory Board is responsible for overseeing the Fund's financial reporting
process, reviewing the effectiveness of how Management 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 overall
governance and risk management and ensuring the adequacy and effectiveness of the
control environment.

Auditor-General's Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
lnternational Standards for Supreme Audit lnstitutions (lSSAls). The standards require
that, in conducting the audit, I obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the Public Audit Act, 2015. Reasonable assurance is a high level of assurance but is
not a guarantee that an audit conducted in accordance with IFPP will always detect a
material misstatement 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 conducting the audit, Article 229(6) of the Constitution also requires that I express a
conclusion on whether or not 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. ln addition, I

consider the entity's control environment in order to give an assurance on the

Repo o{ t hc ,4 udit(v-C enerul on Etluulisution Fund.for the yeur ended 30.lune. 2021
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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.

Further, I am required to submit the audit report in accordance with Article 229(7) of the
Constitution.

Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at: https://www.oaqkenva.qo.ke/auditor-oenerals-
responsibilities-for-audiV. This description forms part of my auditor's report

FC , cBs
AUDITOR-GENERAL

Nairobi

27 December,2024

Report ol the Atditor-General on Equalisotion Fund for the yeor ended 30 June. 2024
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Appendix I - Proiects Status under the First Policy on Equalisation

Project
Level of
completion

Contract
sum

(Kshs.)

Amount
transferred

to date
(Kshs.) Status

Expansion of Butiye, Manyatta
and Heilu water supply in
Moyale County

1O0o/o 77,780,647 68,854,927 The project was done
under two phases.
Project not in use due
to a breakdown of
electrical installations
and the pipeline to
Moyale town has been
vandalized due to
ongoing road
construction. For
phase ll, the water
treatment masonry
tank has leakages and
therefore not in use,
siltation has also
occurred at the earth
dam, thus there is no
water going in for
treatment.

Water piping from Kubi Qallo
to Boru Harro, Guaqarsa to
Rukesa and Mayatta Jillo in
Saku Marsabit County

100o/o 45,974,291 45,974,291 The water pipes and
one Booster pump
have been vandalized.
The three masonry
tanks are wasting away
together with the 2
remaining booster
pumps. Project not in
use.

Construction of maternity wing
at Jirime dispensary in Saku
Marsabit County

lOOo/o 16,680,975 16,628,037 The project was
complete but not in use
for the intended
purpose. The maternity
wing is not equipped
and has been turned
into a store room.

Report ofrhe Auditor-General on Equalisation Fundfor the .y'ear endcd 30 June, 2021
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Project
Level of
com pletion

Contract
sum

(Kshs.)

Amount
transferred

to date
(Kshs.)

Proposed upgrading of Merti
Health Centre to a Level 4
Hospital

lOOo/o 92,982,139 66,830,562 The project is complete
but not in use as it is
not equipped

Baricho Water Project
C\ A/[/DA/RT/G I 1 8 N2022' 2023 -
Supply and lnstallation of
Electrical ltems Lot2A

82o/o 28,210,041 23,538,860 The project is not
complete and items
worth Kshs.28,210,041
were to be delivered by
17 October, 2023.
However, to date
goods worth
Kshs.4,236,876.80 are
yet to be delivered. The
stores ledger cards for
verification of delivered
items were not
provided.

Baricho Water Project
c\ MDA/RT/G t't8Bt2022-
2023- Supply and lnstallation
of Electrical ltems for Water
Treatment Plant

58o/o 7,788,770 4,515,796 The project is partially
done and items worth
Kshs.3,270,460.64 are
yet to be delivered.

Baricho Water Project
c\ MDA/RT/G t 1 I t2022-2023-
Supply and lnstallation of
Electro-Mechanical ltems

40o/o '16,879,466 3,364,864 The project is not
complete and goods
worth
Kshs.3,270,460.64 are
yet to be delivered. The
stores ledger cards for
verification of delivered
items were not
provided.

Baricho Water Project
c\ A/yDtuRT/G I 20 I 2022-2023 -
Repair and Service of l MVA
Transformers and Malindi
Pumps at Baricho Water
Treatment Plant

1O0o/o 1,200,730 1,200,730 The transformer has
never been used since
the time the repairs
were done thus casting
doubt on the need to
have the transformer
repaired. The stores
ledger cards for
verification of delivered
items were not
provided.

Status

Report ol the Auditor-Generul on Equulisotion Fund ltr the .t'ear ended 30 .lunc. 2021
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Project
Level of
completion

Contract
sum

(Kshs.)

Amount
transferred

to date
(Kshs.) Status

Baricho Water Project
cwwDtuRT/G t22t2022-2023 -
Supply of Valves and Water
Meter

33% 27,500,607 ?4j08,240 The project is not
complete and goods
worth
Kshs.2"l ,707,503.49
are yet to be delivered
yet transfers towards
payment has already
been done. The stores
ledger cards for
verification of delivered
items were not
provided.

Tabora Dam 1lOYo 39,825,787 39,825,787 Completion certificate
was not provided and
the contractor had
abandoned his
equipment on site. An
interview with the
Chairman of the
committee revealed
that the contractor did
excavation but dumped
the soil and stones nert
to the dam, resulting to
being washed into the
dam, the issue has
been communicated in
writing by the
Committee to the
Coast Water Agency
with no response.
Further, review of the
project file revealed the
inspection and
acceptance committee
report was missing
casting doubts on the
completion status..

Total 354,823,453 294,842,094

Report o.f the Autlitor-Gcnerul on Equulisation FundJbr rhe year ended 30 June, 202,1
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Equaliration Fund
Annual Report and Financial ttatementt For the year endd 3Oh June 2O24.

13. Stttemcnt of Finrncil Performsn ? for the Year Ended 3(F June 2O24

The Financial Statements ret out on pager I to 7 were signed on behalf of the Board of DirectorJ by

&
Eenson K Glctrohl Gtryo Boru

CECI/ Fund Adminlrtrator

Amb. (ErUJ tvtahbonb M.
Marllm CBS, OGW

Chairman of the Board
Heod of Flnance

ICPAKWNo:25O13

o"".ilt1/.:!*.ry D,t .'.?.I{!.{2...Y1 D,t"...4J.{r?..ry

Not r )u*24 Jun-23

lGhr Krtu

Revenue from nor€xchante tnnractlont

Transfers from other governments entities 6 1.o30.o00.000

Total rwenue r.030.000.@o

Expenset

Employee Cost 7 8.282.285 4.855.294

Use of goods 8 121.O87.123 86,127,243

Board Expenses 9 14.705.148 25.7 51.817

Transfers to other 6overnment entities lo 156.137.O32 585.228.546

Depreciation Expense 14 11,000.454 7,992,288

Tot l Expendttur€ 3|212.&2 709,955,188

Surplu/(defidt) tbr the pcdod n8,7e7,958 rr09,955.t88)



Equalisation Fund
Annual Reporl and Financial Statemcnts Fot theyear ended 30h June 2024.

14, Strtement of Financhl Podtlon ar at 3Oi June 2O24

The Financial statement, set out on pages i to 7 were signed on behalf of the Board of Dire€tors by

Benrcn K Gldrotrl

Head of Flnane
ICPAK ltllDlo: 5Ol3
oile.htrl.t.{.nry

&
Gulto Boru

CEO/ Fund Mminirtrator

D*".2,il.t.iw
2

Arnb. (En8J Mrhboub M.
Maalim CBJ OGW
Chalrman of thc Boerd

Notet )U,,,21 Jun'.23

Kdrr Krht
fu*tr
Current fusac

Calh And Cash Equivalents ll 2.305.729.O96 1.536,847,858
lnventory t2 834,651

Total Curent fusets 2.306,563,747 1,63aU7.858

Non<uFent Arretr

Property and Equipment r3 107.O19,976 53.781.r63

Total Non-Cun ent fur€tr 107.019.976 53.781.163

Total fur€tt 2,413.583.723 1.690.529,02r

Nct Als€ts and Liabilitier

Current LlaHlttles

Trade Payables 1E 5.809.O74 1,642,330

N€t furetr
Accumulated Fund Balance 2.407.774.649 1.688.986.691
Totrl Nct furctt 2.413.583.723 t,690,629,021

oate..k7. 2- .-r



Eqwlitatton Fud
Anaul Reoorl and Fhaaci*l Stairr;r;llrr For the yctt cttdd 3* fuac 2021.

15, $*rrrrt of Chen6rr ln N.t Asu for tlx Yc End:d !t(F Jurc 20ll

Amrndihd FundEqhecr
Ar at July l. 2Ol2 a3!r&9{1.t79
Surplur/ d€trcit for the Perlod (7@.955,r88)
Ard.km 30,2@3 t,688.946,891

Al at July l. 20113 r,688,rE6,6?r
Surplur,/ deficit fot thc period 718,787,958

&*s6t$0. 2,&?,rn,64t

The Financial stat€rnentr ret out on pageJ I to 7 were signed on behalf of the Board of
Directors bry:

&
Ecosn K GUrold

Herd of Flnrnc:

ICPN( t{/}to: 25011

*z{r{.o.r

Grr1,o Boru

CEO/ hmd A&nlnHrator

&nb. (En3)Mahbonbl,l"
lvtaallm CBi OGiBr

Chatrnm of th: Boerd

Dritw,...q./t{-r-.r nr/Arx
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Equalbation Fund
Ann ual Repo and Financial Statements For the year ended 30h June 2024.

15. Statern€nt of CaJh Flc 
^rr 

for the Year Ended 3@ June 2024

Noter

Cash flo,vs from operating activitler

I r.rnsfers from other governments entitiet

Klhr lkhr

R€cei Pt5

6

Total receiptJ

Paymentt

Employee Costs

Use of 6oods and Services

Transfer to Other 6ovt Entitie,

Total payments

Net carh floril from op€rating activitie,

Carh flo^,s from investing actlvitiej

j NA carh florlr from lnvestlng actlvifles

Cash florur from flnandng actMtler

Financing activitieJ

Net carh florrr from financing Actlvitier

Net increarey'(decreare) in carh & Cash
uivalents

Cash ard carh equfualentr at l! July.2o23

Carh and carh equlvalentr at 30tt June. 2024

r.030.0@,000

8,346,544 4,773.132

r r 9,5r 1.845 84.567.O75

14,545.148 | 2s.751.817

156,137,O32 s85.228.546

298,W$70 7@.320.570

16 731.459,430 (7fi,32O,s7O)

(36,r90,r r3)

(62,578.r93)

668,88r.238 9136.sr0.683)

l

Ju*24 Jun-23

Board Expenser

r.030.000.000

Purchase of PPE l3 (62,s78.193)

(36,1eo,r3)

r.536,847.858
ll 2,305.729.W 1,636,8.+7,858

2,373.358



Equalbatloa Fund
Annual ond Fhancbl Stotcnenls For ,he endcd 3F Juae 2021.

The Financial Statement, ret out on pages r to 7 were rigned on beharf of the Board of
Directors by:

&
B.nson K Gldohl

l{..d of Fharn

C{.no 86u

CEO/ hnd Artnlnlar*or

Arnb. (Ery!) lYlaltoub lut
Mrdlm CBJ OGU,

Chrlnnan of flu Sorrd

Datc

ICPAL MT?$:2li0l3
D,Eru{.2:vl "*..*flr/.:r -*t/r.y'r*r
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Equa lisation Fund
Annual Repoft and Finandal ttatementt For the year ended 3Oh lune 2O24.

17. Statcrnent of Comparircn of Budget & Actual &nountr for thc Ycar Ended 30t, June 2024

BudSet noteJ

l) The Fund had an approved recurrent budget of Krh. 380.922.580.

ii) Personal emolument involved monthly salary for the CEO and other rtaffJ. Maiority of the ftaff are on

deployment term, from other State DepartmentJ

6

Ortglnal
budpt MiuJtm€ntt Flnal budgct

Actual on
compattble

brrir

Perfurmance
dtfrcrcnce

%ol
utlllrdion

Kshr Krhs tths lGhr Krh,

A b C=(a+b) d g= (cd) F=Uc

Revenue r.030.0(x),(m 1,030,00,000 'I,030,0@,@0

Fund Balance
BlF

1,636,U7.858 1,636,U7,858 r,636,847.858 looq6

Transfers
From Other
6overnments
Entitie5

Total
Rcrrenue

2,&,U7,858 2,ffi.U7.858 2.ffi.U7.858 l(xxh

Expcnrer

Employee
Cost

56.r 32.580 56.132.580 8,282,285 47 .850.295 14.75%

Use of goods 179,790,O0O 179.790.O@ 121.087.t23 58,702,877 67.35%
Board
Expenses

30.000.000 30.000.000 14,705,148 15.294.852 49.O2olo

Transfers to
other
Covernment
entitier

156,137,O32 156.137,O32 156.137.O32 l0096

Capital
Expenditure

n 5.000.000 I r 5,000.000 62.578.193 52.421.807 54.42o(o

Totd
Exxndlturc 537.o59.612 537.o59,5t2 #2,759,7U 171269,8rO 67.55%

Balance 2.129.7',,,,246 2,129,788,216 2.3(X.O58.076 074.269,810)



Eq ualitatioa Fund
nnuol rt and Finaaciol Staenea* For the r ended 3Ah tuac 2021.

iil) Rcondlhtlqr Bsturcm surilur Er pcr shtemcnt d corparrrar of gudsa & Actu.r .mcunt ,.d
Jtltemmt d Fhilndrl Fcriomrana.

Ex lained

SlNo. Dctalll Amount (ltfir)
I 5u lus ar r Statement of Com son & Actual Amountr 2,304.058.O76
2 r Statement of Financial performaLesr: Su lus as nce 718.787 .9s8
3 Dlfiercncc 3,022,846.O34

4 r Statement of Com & Actual Amount,5u lus as arison of Bu 23U,O5e.O76
5 iture/Purchase of fu retrAdd: tal 62.578.193
6 reciationLess (ll,0oo,4s4)
7 balance b/fLess: Un

0,535.847,858)I !r pcr ttdcnrant of Fftundal Monnencelu
718.787 .958
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Equalintia Fund
Annual Reprts and Financial Jtatementt For the laar end 3@ June 2024.

18. Note, to the FlnaMrl StaterE i,
l. Gcnerd lnSormation

The Equalilation Fund ir ertablirhed by the Connitution of Kenya under anicle 204 and derive;

irr authority and accountability from PFM (EqualiJation fund adminirtration) regulationr 2O2l

and other related legitlations. The Fund is wholly owned by the Govemment of l"enya and is

domiciled in Kenya. The Fund's principal aaivity it to Provide funding for the development of

basic Jervicer including water. roads, health facilitier and electricity to marginalized areai.

2. Statcrnctt of Compllanc! ard Basil of Prcparatlon
The financial ,tatementJ have been prepared on a hittorical coJt batit. The preparation of

financial rtatements in conformity with lnt€rnational Public Sector Accounting Standards (IPSAS)

allowl the use of egtimateJ and artumptions. lt also requiret management to exercite iudgement

in the proceir of applying the Fund'5 accounting policies. The areas involving a higher degree

of judgement or complexity, or where airumption, and ettimatet are ,iSnificant to the financial

rtatementJ. are disclosed in Note 5 of these financial statementr.

The financial ttat€ments have been prepared and Prerented in Kenya ShillinSs. which iJ the

functional and repo(in8 currency of the Fund.

The flnancial ttatementJ have been prepared in accordance with the PFM Act' the State

Corporationr Act and lnternational Public Sector Accounting Standards (IPSAS). The accountinS

policie, adopted have been consi(ently applied to all the yea Pretented.

3. Adof,tlon of Na^, and Revired Stan&rds

i) New and amenM ttandatdt and interPrctatlont in bue effdive in the Wdr endd 30

June 2O22.

IPSASB deferred the application date of standards from lu lanuary 2022 owing to COVID 19. This

was done to provide entities with time to effectively apply the standardt. The deferral wat tet for
'lu January 2023.

8



Equalisatlon Fund
Annual Reprtt and Enanabl ttatefirentr For the laar mdd 3O June 2O24.

ir) New aN anendd sbndadt and lnterrytztiot t in ttflE hn nd ,et efulve ln the ,/st etdd
3@ Junc n24-

IPlltl4r:
Financial

ln ttrumentr

lr Jmrrry 2(It3:

The objective of IPSA5 4l k to ertablirh principler for the financiat

reportinS of financial asrtl and liabilitier that will prejent relevant and

ureful information to ulerr of financial ,tatementr for their aJJesgment of
the amountr. timing and uncertainty of the Fund's future cash flows.

IPSAS 4l provider ureB of financial rtatement, with more ureful

information than lP5A5 29. by:

. ApplyinS a ringle clarsification and mearurernent model for financial

atretJ that conriderr the characterirtic, of the aJset'J carh flowr and the

objective for which the arret it held;

. ApplyinS a ringle forward.looking expected credit lo$ model th.t it
appllcable to all financial initruments rubiect to impairment terting: and

. ApplyinS an improved hedge accounting model that broadens the

hedging arrangementJ in scope of the guidance. The model dwelopl a

ttrong link between an entity'r rirk manatement rtrategieJ and the

accounting treatment for inttrumentJ h€ld ar part of the riJk management

,trategy.

ThG rtrnd.d h.r no ltfprd m tfic Frd

Strndard El|khrc &tr .nd lmp.d:

lElAJ4il:

Social Benefitt The objective of thir Standard ir to improve the relevance, faithful

reprerentativener and compaIability of the information that a reportlng

entity provide, in itr financial rtatementr about rodal benefits- The

information provided rhould help ure$ of the financlal Jtatementr and

Seneral-purpore financial repofts aJteri:

a) The nature of ruch loci8l b€nefitr provided b^/ the Fund.

b) The key featurer of the operation of thore rocial benefit schemes: and

c) The impa(t of sudr social benefltl provided on the entity'! financial

performance, financial puition and cath flows.

Applklbl€: lr J.nurry 2&1,

9



Equalietlon Fund
Annual Repoftt and Finandal StaterTrcntt Fot the

Amendmentt

to Other

IP5A5 rerulting

from IPSAJ 41.

Financial

lnstrumentt

Other

improvementt

to lPtA5

qrdd 3(7 Junc 2024.

App[clHG: lrt J.nulry 2fi13:

a) Amendmentr to IPSAS 5. to update the guidance related to the

component, of borrowinS cortr which were inadvertently omitted

when lP5A5 4l was isrued.

b) Amendments to IP'AS 30. regardin8 illurtrative examples on hedging

and credit rirk which were inadvertently omitted when lP5A5 4l was

iirued.

c) Amendments to lPSA' 30, to update the tuidance for accounting for

financial Suarantee contractJ which were inadvertently omitt€d

when lPtAt 4l war igued.

Amendments to IPSAS 33. to update the Suidance on clarrifyint financial

in5trument, on initial adoption of accrual barir lP5A5 which were

inadvertently omitted when lP5A5 4l wal iJrued.

Th€ Sttnd d do6 not havc an lnpoct on iE Rrd.

stlndrrd Efflcthre d.tc ard imp.ct

Thc tt rdrrd h!, rE lmplct qr thc Fl.rd.

Appllcable F )anuary 2023

. lPSAt 22 Dirclosure of Financial lnfoflnation about the Aeneral

6ovemment Jector.

Amendmentr to refer to the latert syjtem of Nltional Accounts (tNA

20o8).

c IPSA! 39: Employe Senefitr

No\,, delete. the t€.m compo.ite rocial rccurity benefitJ aJ it i, no longer

defined in |PJAS.

r lPlAi 29 FIn rd.l lnfir.rEntt: Rrco3nttba md }{aolrrnrt
Slandard no longer includ€d in the 2O2l lP5A5 handbook a! it ir now

ruperreded by IPSAS 4l which took effect as from l( January 2023.

ThG Stlndrrd doG, not hrw m lmFct o.l tr! Fund.

IPSAJ 43 Appllcrbh ts Jrnurry 2025

The ttandard retr out the principler fo. the recognition. mearurement,

prejentation, and disclorure of learej. The obiective i, to enrure that

lerJeer and leisoB provide relevant infonnation in a manner that failhfully

represent, those trdnractionr. Thil information giveJ a barir for users of
flnancial ,tatement, to arseiJ the efe(t that learer have on the ,inancial

posilion. flnancial performance and calh floyl of the fund.

The neqr standard requirej entitieJ to recognise, mearure and preJ€nt

information on right of uJe aJJetr and lease liabilities.

l0



Equalbatlon Fund
Annual Rrynt and Finanatal itateflEntt For the anded 3@ June 2O24.

Etrcctlw daic lnd lmF€t

lP5A5 44:

Non. Currenl

AJretr Held

for Sale and

Dircontinued

Operationj

Appllceue lr Jrnrcry 2OZ5

The 5t!ndard requireJ.

AtJetr that meet the criteria to be clarrified a3 held for rale to be mearured

Et the lower of canylng amount and fair value lelr cortj to rell and the

depreciation of 5uch artets to ceare and:

ArJetr that meet the criteria to be clarrified ar held for sale to be prerented

,eparately in the rtatement of financial porition and the rerultr of
dircontinued operdtionJ to be prerented reparately in the rtatement of
flnancial performance.

Th. 
'tlndrrd 

does not hlva rn lmpet on the Fund.

A Eady adoption afttandatdt

The Fund did not early - adopt any n6/, or amended ,tandardr in yeai 2023/2O24.

4. Sunrnrry of Slgnif,clnt Accounflrg pcilidct

E) Ra/enue rscotnltlon

i) Rcrrcntrc ftrom mrrc(dl.nta ttansactbnr

TranrfaB from other rot emrncnt srtltir'
Revenuet from non-exchange transactionr with other government entitie, are measured at

fair value and recognized on obtaining control of the arret (cash, goods, servicer and

property) if the transfer is free from conditionr and it ir probable that the economic benefits

or tervice Potential related to the asset will flow to the Fund and can be measured reliably.

Recurrent tranti are recognized in the rtatement of comprehensive income.

Developrnent/capital SrantJ are recognized in the ttatement of financial porition and realired

in the Jtatement of comprehenslve lncome over the ureful life of the asJetr that has been

acquired using such funds.

thnd!rd

d doer not haac rn Lnp.d on ttt Furd.Th€ 5trnd.
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Equalintion Fund
Annual Repftt and Financial Statementt For the yarenN 3@ June 2O24.

b) Budget lnforrnrtion

The Equalisation Fund Appropriation Act. 2023 was approved by the National Assembly in

June 2023 and is still in place to date. subiequent revirionr or additional appropriations

were made to the approved bud8et in accordance with ,pecific approval, from the

appropriate authoritier. The additional appropriationr are added to the original budget by

the Fund upon recelving the rerpective approvalt in order to conclude the final budget.

Accordingly. the Fund recorded additional appropriations budget following the goveming

body's approval.

The Fund's budget is prepared on a different basir to the actual income and expenditure

disclosed in the financial ,tatementJ. The financial ,tatementr are prepared on accrual baJis

using a clalrification bared on the nature of expenset in the Jtatement of financial

performance, whereal the budget ir prepared on a cash basis. The amountr in the financial

ttatementJ were recatt from the accrual baris to the cash basis and reclarrified by prerentation

to be on the iame baris aJ the approved budget. A compariion of budget and actual amount!.

prepared on a comparable barir to the approved budga, ir then prerented in the rtatement

of comparison of budget and actual amountr.

ln addition to the Basit difference, adiurtment! to amountr in the financial ,tatementJ are

alto made for differenceJ in the formatr and clarrification schemeJ adopted for the

pretentation of the financial statement, and the appro\red budget.

c) Ploperty, Ptant and EsJlprncnt

All property. plant and equipment are rtated at cost lesr accumulated depreciation and

imPairment lossel. Cost includet expenditur€ that ir directly attributable to the acquirition of
the itemr. \X/hen iignificant parts of property, plant and equipment are required to be replaced

at intervals, the Entity recognizet such pans ar individual arJetJ with specific useful lives and

depreciates them accordingly. Lik6^rire. when a major inJpection ir performed, itJ cost it
recognized in the carrying amount of the plant and equipment aJ a replacement if the

recognition criteria are ftirfied. AII other repair and maintenance cortr are recognized in

rurplu, or deficit as incurred. Where an aJret it acquired in a non-exchange tranraction for nil

or nominal conJideration the arret ir initially measured at It, fair value.

Asreti are depreciated in accordance with the National Asrets and Liabilitig Management

approved guideliner and aJrets acquired during the year are depreciated on a pro-rata basir aJ

followr:

t2



Equalitation Fund
Annual Repr$ and Financial ttatementt For the year endd 30 June 2O24.

Motor Vehicle - 12.5olo

Furniture and Fittingr - 12.5olo

ICT Equipment - 3oo/o

ArJet, acquired within a quarter will be depreciated in the rucceeding quarter.

d) Nature and purporc d r€rervc'

The Fund creater and maintainr rerervet in termr of;pecific requirementj.

Fund Balance/Accumulated surplus is the reridue of funds received from The National Treasury

and Secretariat expenJe! and the tranJferr to the implementing agencieJ.

e) Charu!, ln accountlrE polkier .rd r$lrnat6
The Fund recosnizeJ the effectr of change, in accounting poli€y retrorp€ctively. The effectr ofchanges

in accountinS policy are applied prospectively only if retrospective application i, impractical.

f) REldcd partlc'

The Fund regards a related party aJ a p€rron or an entity with the ability to exert control individually

or jointly. or to exercise significant influence over the Fund, or vice versa. Members of key

management are regarded ar related parties and comprire the Directorr. the cEo and senior

Managers.

g) Carh and carh Gquhrakntt

Cash and caJh equivalents comprlrc cash on hand and carh at bank. Jhort-term depositr on call and

highly liquid invertments with an original maturity of three month, or less. which are readily

convertible to known amountt of caJh and are subiect to inrignificant risk of change, in value. Bank

account balanceJ include amountt held at the Central Bank of Kenya and at variour commercial bankt

al the end of the financial year. For the purporer of there financial rtatementr, carh and carh

equivalentJ Slro includa Short term cath imprertJ and advances to authorlSed public officers and,/or

inrtitution5 which were not rurendered or accounted for at the end of the financial year.

h) lrvcntorlcr

lnventory is measured at cost upon initial recognition. To the extent that inventory was received
through non-exchange tmnractions (for no cort or for a nominal cort), the cort of the inventory it
it, fair value at the date of acguisition. Costr incurred in bringing each product to iB prerent
location and condition, are a€counted for, as followt:

l3



Equalitation Fund
Annual Repfis and Financial ttatenBntt For the ryar endd 3@ )une 2O24.

Raw materials: purchare cort using the weighted average con method.
Finirhed EoodJ and work in progrerr: cort of direct materialJ and labour and a proportion of
manufacturing overheads bated on the normal operating capacity but excluding borrowing
corti-

i)

ti)

After initial recognition, inventory is measured at the lower of cott and net realizable value.
However, to the extent that a clarr of inventory ii dinributed or deployed at no charge or for a

nominal charge, that cla$ of inventory is measured at the lower of cost and current replacement

cott. Net realizable value is the estimated selling price in the ordinary courJe of operationr, leJJ the

ertimated cortr of completion and lhe eJtimated costs necessary to make the 5ale, exchange, or
dirtribution. lnventoriet are recognized as an exp€nJe when deployed for utilization or
consumption in the ordinary courre of operationr of the Fund.

l) Comptntlve flguer

Where necessary comparative figures for the prwiour financial year have been amended or

reconfigured to conform to the required changes in preientation.

j) Sub6equ{t arrntt

There have been no events iubJequent to the financial year end with a rignificant impact on the

financial Jtatementr for the year ended June 30, 2024.

5. ,tnmc.nt Judgn€ntl snd SourEE €f Ertlmction Uncrtalnty

The preparation of the Fund's financial statements in conformity with IPSAS requireJ management to

make judSments, egtimatet and assumptions that affect the reported amounts of revenuer, expenres,

arJets and liabilitier, and the dltcloiure of contingent liabilities, at the end of the reporting period.

Howarer, uncertainty about thete atrumptionr and eJtimater could rerult in outcomer that require a

material adjuitment to the carrying amount of the aJret or liability affected in future periods-

Enlrnat.' ud Arlumptlons

The key aJtumptions conceming the future and other key iources of ertimation uncertainty at the

rePortinS date, that have a tignificant rirk of cauring a material adjurtment to the carrying amountJ

of assetj aM liabilitieJ within the next financial year, are detcribed below. The Fund based its

arrumption5 and estimateJ on parametert available when the conrolidated financial rtaternent, were

prepared. However. existing circumrtancer and aJrumptiont about future developments may change

due to market changes or circumttancer ariring beyond the control of the Fund. Such changet are

reflected in the arsumptionr when they occur. IPSAS l.l40

l4



fuDlMloa Fttt d
Anuil tndFWtlfutsfr tut* dWilFJurrul

Ugtd lJtl:rud Ra[Ard \ldue
'rh€ ureful llves and reridral valucs of ar*$ arc rnrrr€d urrnt thc fdburlnt tndc&on to tnform
p€tentlal futurc use and vdue fiom dpocrl:
a) Th€ cordhton of thc ar*t bared on ttn anaafnmt of opert cnrplol@ bry the Fund,
b) Th€ n8ture of ttre€$ar. ttt nrr€ptlbuiry rnd gdwteHaty to 6.rrge' in tcdrnology end procerser
c) The nature of the procc$el tn urtrldr th. a&at lr @lol/€d.
Q Availabllhy of futxCirg to raptsca tlre E rrt.
c) Charges ln the mntet ln r€ldlon fp tfu lfjst

l5



Equaliation Fund
Annual Rqortt and Firancial ttttenentt Fot the endd 3@ )une 2024.
6. Tr.nrfcrr from Othe? Crvemrngit Entltb

The National Treasury

MDAs (Refund of unspent balances)

7. Employc€ Con

lAllowancer

Penrion Contribution

Staff Medical lnrurance

8. Ura of C,oodr and Scdcts

Eranding and Publicity

Airtime, Telephone & lntemet

Courier and Pottal Servicet

i Cleaning Servicet
i

Contracled Guardr and Cleaning 5ervicel

Conference and seminar

Domertic rubrirtence allowances

Travel Cortt

Foreitn Travel and allowancet

Fuel and Lubricantr

Purchase of Uniform & Clothing

6eneral Office Supplie,

Monitoring and Evaluation

Jun-2,t1

I,O30,OOO,ooO

9.240.500

r.32s,855

tu*23

Kdn l(dtr

1.o30,@0.moTotel

Jun 24 Ju123

Iti$ Krh,

Basic 5alary 4,380,660 4.805.294

3,354,450 50,0o0

79.1r0

468.055

Tdal 8282,,85 4.855.294

hnt-21 Jun 2!

frbKrhr

936,750 2.738.478

2,470,222

l65,OOO

r,r03,200 1.495.o54

322,431

3.912.600

18.078,r0o 20,o22,534

3.063,rlo 3.05t.735

920.900 12,633,2a4

2,591,O37 r.134.556

267,OoO

t7.t52,120 3.645,191

9,350.800 12.200.620

r,062.400Admin Feer for MDA'' & County CommitteeJ

l6



Equaliotion Fund
Annual Repftt a nd Fi na a cial .ftatenen tt Fot the t/ear eflH 30 June 2024.

I Senritization on Fund Regulation

Development of Guidelines & Policier

Memberrh ip feer to Profeirional bodiet

lHorpitality & Entertainment

tta ff training & lnternrhip

PrintinS &. Publirhing

Bank Charger

I Proiect ldentifl cation

Devel opment of Strategic Plan

Td.l

9. Borrd Epcnscs

5itting Allowancet
4.3€,OOO

Mileage

185.400

EA':?,2U

2.180.OO0

7.539.600

9.981,200 1 .329.200
5ubtcription to Clubi & Newspapers 125,000

67,800

t,?67.016 r,r99.839
R€nt 7,683,840 7.683.A40
Repairr and Maintenance 3.65).777 561.869
Parking Feer 835,200 696.OOO

4,457.523 4.61O.454

515.055

15,907 45.O80

lnstallation of CCTV Camera 1.500.@0

ro.045,600
,enritiration of
Developed

TemplatetCountiei on
439.600

13.789.660

l2t,ort,t23

JuF24 .,un-2t

KJfu Kshr

Chairman's Honoraria
r.or0.@o.00 960.000

Airtime
160.ooo.00 r20.000

M€dicol lnrurance
931,9r5 805.231

1.406,384 1.825.346
Travel Cortr

546,785 2.751.670
lnduction And Training

960.OOO
2,OO7.760

Conference and Seminarr 785.720
Local Travel and Accommodation

5 041,400 6.379.OOO

Foreign Travel and Accommodation 7.721.240
Other board Exp€njeJ

208,665 2r 5.850
Totrl

r.1.705.148 25,75t,A17

l1



I

EcuWonMd
Annd@ed &zlndsrmarndr{s$pt*r atNtrJtlipA&r*

t{r.Trrr*rFd[6orumaffi

ll. c.rit .Dd €l!il Esnd.tl6

12. Irr,.oEry

,S'.fr45.f6Minirtry of \*ratcr. &nlt'thn lnd tfitndon

r.6ltdtail831000lerza,Equallzatlon Fund Aeolnt
70,415r0003#u56Equalizatbn Fqnd S€cr6fii.t CBK Ay'C

r,1&#al.fr0g*a6x#00Equallzalon Fund r\dvkory Botrd Nm

rsigtCornumabler

r8



Equallntlon Fund
Annual Reprts and Flmncial Stabmentt For tllr t/ear en& 3@ Jme 2O24.

13. Property, Pl6nt and Equlpment

14. Depreciation ExpenJe
Airet deprecation was done in accordance to the National AJsett and Liabilitiet Management
6uidelines as follows:

Motor Vehicle - 12.5 0/o

Furniture and FittinSJ - 12.5o/o
ICT Equipment - 3oolo

Jun-23

Ksfu

I,597,500

ICT E s.098.548

fl,000

Motor
Vehides

Fumiturt,
fitting: and

Off,ce
Equlpment

tcT
Equlpm€nt

lntanSible
Arret

Total

CoJt Krhr Kshs Krhs Krhs l&hs

12.5@h 0.50q6 3Oo/o 12.50o/o

tu At lr Jul 2022 12.780,000 1,976,820 10,826,5r8 25.583,338

Additionr 28.900.423 7.289.690 36.190.113

Disposals

Tranrfer/AdiuJtments

As At 3@ Jun 2023 12,780,mo 30,877243 t8,116,208 61,773,451

D€pr€dltlon And lmprirment

As At l" July 2022

Charge for the Period r.597.500 2.O53.379 4.341.409 7.992.288

As At 3O'h )un 2023 1,597J@ 2.O53,379 4,341,&9 0 7,99.2,288

€ost tu At l, Jul 2O23 t2,780,000 30.877243 18,il6,208 61.773,451

Additions 9.733.171 35.t25.372 ts.219.650 t,500.000 62,578.193

Disposals

Transfer/Ad.iustments

tu At 3(F Jun 2O24 22,513,ln 67.002,615 33.335.858 1,500,000 124,351,W

As At l" July 2023 1,597,500 593,522 4,1&,@2 6,331,215

Charge for the Period 1.597.500 4,304.306 5.O98.648 il.000,454

As At 30" )un 2024 3.r95,000 4.897.929 9.238.740 t7 .331.668

Net Book Valu6

tu At 3OG Jun 2024 19.318.171 65,672.503 20,529,302 t.500.000 107.O19,976

ls At 30r' Jun 2O23 il.r82.500 30283.621 13.976,116 53.78r.163

Jun-24

khr

2.O53.379mentOffi ce Furniture, Fittin s&E ul

Motor Vehicle r.597.500

4.304.306

4.341.409

Total

UI ment

l9

454 7.992,288



Equallatbn Fund
Annual RWrfi ard Fitpnciat ftatenwtts For the yar enH 3@ Jme 2O24.

15. Payabler

Ceneral Office 5u lies

16. Net Clth from Operutlng Acfivltle,

Ju*24 Jutl23
Kstu Krhs

Conference & Seminar 922.414

Office Partitioni 3.757.293 1.261.668

Travel Costs 777 .24s 298.s00

Em e Cost 18.003 82.162

Parkin Feer

106.573

14.400

ttaff Trainin 1o.299

Cleanin Services 2,O43

Maintenance and R airs 6.119

Office Lease 33.120

Fuel and Lubricant r.565

Board Ex te 160.000

Total 5,&9,O74 1,642.330

Jun-24 Jun-23

Kstr lchr
Surplus br the yelr b€br€ tax 718.787.958 r/09.955,188)
Adiusted for:

Depreciation il,000.454 7.992.288
Working capital adiustmenrr

lncreale in inventoriet (834.651)

lncrease in receivables

lncrease in payables 4.166.744 1.642.330
Net cash fial lirom op€r.tlng &tMtl6 733,120,5U r/m320,s70)
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Othcr Dlrdoar.t'

17. Flnancirl RI* Management

The Fund's activitiet exPote it to a variety of financial risks including credit and liquidlty rijkr and
effects of changes in foreign currency. The Fund'r overarr risk management programme focurei on
unPredictability of changes in the businetJ environment and Jeekr to minimire the potential adverse
effect of such rirkJ on itr performance bv retting acceptable revels of rirk. The Fund does not hedge
any riskt.

The Fund's financial riJk managem€nt ob.iective, and policie, are detailed below:
i) Crldt Rirk

The Fund has exposure to credit risk, which is the risk that a counterparty will be unable to pay
amountt in full when due. Credit risk arises from cash and carh equivalentr, and depoJits with bank.
as well as trade and other receivable;.

iD ljquldlty ruAt feanafsrnar

Ultimate rerponsibility for liquidity risk management rerts with the Fund's Directorr, who have built
an aPproPriate liquidity risk management framework for the management of the Fund's short.
medium and long-term funding and liquidity management requirementr. The Fund manageJ
liquidity riik throuth continuous monitoring of forecart, and actual carh flowr.
iii) t{.rkt nir&

The Fund PurpoJet to put in place an intemal audit function to aJriJt it in arreJring the rirk faced by
the Fund on an ongoing ba s. evaluate and tert the derign and effectiveners of iti internal accounting
and operational control5.

Market risk i, the rirk ari5ing from changes in market prices, Juch ar interejt rate. equity pricer and
foreign exchange rate, which will affect the Fund'r income. The objective of market rirk management
is to manaSe and control market ritk exposurer within acceptable pararneters, while optimising the
return. overall responsibility for managing market rirk rertJ with the Audit and Ri* Management
Committee.

The Fund'l Finance DePartment is rerponsible for the development of detalled rirk management
policies (rubiect to revi6^, and approval by Audit and Risk Manatement committee) and for the day-
today implementation of thore Policies. There has been no change to the Fund'J exporure to market
ritkr or the manner in which it manater and mearure, the rirk.

zt
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a) Foreign Cunenqy Risk

The Fund hal no transactional currency exporurer. Such exposure arirei lhrough purchases of goodj

and rervices that are done in currencies other than the local currency. lnvoices denominated in

foreign currencies are paid after 30 days from the date of the invoice and converrion at the time of

payment is done using the prevailinS exchange rate.

iv) Caphal RI* ,v{snagcnr€nt

The obfective of the Fund'r capital risk management is to safeguard the Fund's ability to continue as

a going concern. The Fund capital rtructure comprirer of the following fundr:

Jun-23

Retained Earnings 2.407,774,649

Total BorrowingJ

LerJ carh and Bank Balances

Geartng 096

18. R.clated Party Dlrdoorrej

Natur€ of r€lated p.rty r€latioruhlpJ

Entities and other partieJ related to the Fund include thote partiet who have ability to exercise

control or exercire rignificant influence over itJ operating and financial deciiionJ. Related parties

include manatement per'onnel, their atJociates and close family membert.

Go\rcrnrncnt of X€nyE

The Govemment of Kenya ir the principal shareholder of the Fund, holding l0oo/o of the Fund't

equity interett.

Oth6 r€lltcd p.rthr idud.:
i) The Parent Minirtry.

ii) County 6overnments

iii) Key management.

iv) Board of directorr.

Jun-24

l(*r l(dlt

1.688.986.691

2,&7,774,49Total 1,688,986,69r

Oq,6
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othrDecbanr (Contrnrd)

rur&H3A Junc 2(8L

19. furntr rttcr the Rrportlry pcrlod

There were no material adiusting and non- adiuning event, after the reportlng period.
20.Uhlm.t Ard t{oldnS fund
The Fund is a Semi- Autonomous covemment Agency under The Natronar rrearury. ltr urtimrte
parent b the CJovemmcnt Of Kenya.

21, Curnncy

The financial ,tatement, are preJented in Frenya Shilllngs (lshs).

,tlr{.f Jrfi*I,
l(ftTnruldhuw6rrdd F.d!t

r) Tnndrn tqrTrun rh
Tranrfen from nationat tort
franrfen to MDtu

585,228.546

b) xcy m.,lltmt.'* comP.itdon
Dlrectof'' emolurncntr

25,751.817
Compenration to key tnanatement

IL
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E lpllettu Fturd
Am@lk?ortt ,rrd Fltpttddtt HrEnttFortlEtlaterrd W JUP n24,
D. fgprndcrr
App.,l&. L P$ogtn or Folor rp of Au&or nlolnltl.rddor!

-rffifrffit.-
iq$fliir*ntu'

comralt S!0!l Tla:iffalr:

oAGm.|T ftQFnoat 132)

frtrtr

Non remittance of
Equaliratlon Fund

entillernent from FY

zonnon|p2021n2

Ttre Cat net
serrdary. National

Trearury vide letter
Ref. No.
TN.||/ZZtg\lot4lE
(74) committed to
appropriate
Equallsation Fund

cnlhlentent over the
nexl four financial
year from FY

2G24t25 to
N?t27n8.

Pwca,ritdi-**Ual

Not Rerohred

&
GtryoBotrr

CEQFundAdnffinrmr

I
I

a

ou..?.il.l.t lr,
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@nfbdott Fund
fumd RcwrRatdFhund lbatrutts F*ttpyar&diilFhte2O24.
Appadb. U: nqrld, krrpl.rEl$ld

TlEt uuu m Plqfct lmphmcntrd by ttr ryldn Fund.

Appcndr l0: mrrFmd Trr&, tltaJlltlS

The above srnountr have been ommunicsted to €nd reconci.led with the Parcnt Mlnlsry

H..d of Fhna
Eancn I.Cldrohl
EryddonRrd

-.1

H dTru*l fionrOp NrbadTlrry

TE*r fs*$rhrth Amqrftdull.
ES.5r[on Fud.lodo.E 6tl,rf&, LOro.m.qD ft2,a,/2t
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