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SUBMISSION OF THE REVISED ANNUAL CONSOLIDATED FINANCIAL
STATEMENTS FOR THE FINANCIAL YEAR 2017/2018

Reference is made to Section 80 of the Public Finance Management (PFM) Act, 2012
that requires the National Treasury to prepare annual financial statements that
consolidate the financial statements prepared by all National Government entities in
accordance with the accounting policies and formats prescribed by the Public Sector
Accounting Standards Board and to submit them to the Auditor General with a copy to
the Controller of Budget and the Commission on Revenue Allocation within four (4)
months following the end of the financial year. Accordingly, the National Treasury
submitted the annual consolidated financial statements on 31%* October 2018.

The National Treasury now has further made further improvements to the consolidated
financial statements and wish to hereby re-submit revised statements. The revision is
informed by changes that have been made by public entities with technical support
from the Directorate of Accounting Services and Quality Assurance at the National
Treasury mainly to adjust for inter-entity transactions as well as pass audit adjustments
where the audit has been concluded. I therefore, have the pleasure to present to you
the revised consolidated financial statements for the financial year 2017/2018.

The revised consolidated financial statements for the financial year ended 30" June
2018 have been prepared in four parts as follows:-

e The Consolidated Fund - this report consolidates the Exchequer Account; the 14
Receivers of Revenue that were designated for financial year 2017/2018; the special
funds that include the Petroleum Development Levy Fund, the Kenya Maintenance
Levy Fund, the Railway Development Fund, African Union Subscription Fund and the
exchequer deposit accounts that include the overdraft account, treasury bonds and
treasury bills accounts; special donor funded project deposit accounts; East Africa
Transit Visa account and e-citizen revenue collection control bank accounts.
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e Ministries, Departments\and Agencies - this report consolidates the financial
statements of 65 voted entities and 4 votes for Consolidated Fund Services. The
report also includes 76 deve!lopment projects that are self-reporting.

. State Corporations, Semi-Autonomous Government Agencies and Public
Funds — this report consolidates the financial statements of 395 entities comprising
of State Corporations, Semi-Autonomous Government Agencies and Public Funds, A
further six (6) entities under this category are not included in the consolidation as
they did not submit their anlnual financial reports to National Treasury.

o County Governments — this report consolidates the financial statements of the 47
County Governments comprised of the financial statements submitted for Executive
and County Assemblies accc;:-mpanied by an annexure consolidating 71 other County
Government entities that mr:ﬁinly comprise of various Funds.

The consolidated financial statements are based on financial statements prepared and
submitted by the National Government entities in accordance with Sections 81 and 82
of the PFM Act, 2012 and by County Governments in accordance with Section 164 of
the PFM Act, 2012, It should be noted that the responsibility of ensuring accuracy and
completeness of the individual entity financial statements rests with the Accounting
Officers of the respective entities.

The individual entities financial statements are based on standards and formats
prescribed by the Public Sector Accounting Standards Board (PSASB) pursuant to its
mandate as provided for under Section 194 of PFM Act, 2012.

Noting that your office has not yet released FY 2016/2017 audited financial statements
for a number of public entities; we could not authenticate the validity of comparative
figures for the affected entities. Accordingly, we shall resubmit to your office a revised
set of consolidated financial statements once we have received the audited financial
statements of the affected entities from your office.

In addition to the consolidated financial statements, the following complementary
reports have been prepared separately by the responsible Directorates within National
Treasury as follows:

o Annual Public Debt Report — this report is prepared annually and submitted to
the. Parliament not later than three months after year end pursuant to Section 100
of the legal notice no. 34 of the PFM Regulations (National Government), 2015. The
report shows how the budget deficit was financed, the total debt stock and its
composition including publicly guaranteed debt, on-lent loans and contingent
liabilities. It also shows the debt strategy and debt sustainability and provides an
outlook of debt for the medium term. Please note that no changes have been made
to this report after submission to your office on 315 October 2018.

« Investment Report — prepared pursuant to Section 89 of the PFM Act, 2012 that
require a consolidated report summarizing the extent of National Government
involvement or investment lin, or funding of, all state corporations and government-
linked corporations report to be submitted to the National Assembly, not later than
four months after the end of each financial year. Please note that no changes have
been made to this report after submission to your office on 31% October 2018.
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« Annual report on waivers — this report accounts for the waivers and variations of
taxes, fees or charges granted by the receiver or collector of revenue during the
year pursuant to section 77 and 82 of the PFM Act, 2012 that require the receiver to
submit annual report to the Auditor General. Please note that no changes have been
made to this report after submission to your office on 31% October 2018.

I am encouraged by the continued cooperation between your office, the National
Treasury, the PSASB, the Controller of Budget, the Commission on Revenue Allocation
and other relevant public organs to enhance transparency and accountability in
management of public finances. My office through the Directorate of Accounting
Services and Quality Assurance will continue to cooperate with your office during the
audit of the financial statements hereby submitted.

I also note with appreciation the efforts and cooperation from the Accounting Officers
of public entities and their staff in the preparation and submission of their individual
financial statements, which forms the basis of preparing the consolidated financial
statements. The National Treasury through the Directorate of Accounting Services and
Quality Assurance continues to build capacity within public entities to enable them
account and prepare credible financial statements at their individual level. It is my hope
that these efforts will continue to reflect positively on the timeliness and quality of
financial statements submitted for audit.

Finally, I commend the Directorate of Accounting Services and Quality Assurance for the
effort and dedication in preparing the revised consolidated financial statements for
financial year 2017/2018 hereby being submitted. This marks the fifth year since
National Treasury started preparing and submitting consolidated financial statements in
line with the requirements of PFM Act, 2012 and is therefore an important milestone.

Yours §:: o _eb

* The Office.of the Controller of Budget
P.0.Box 35616 - 00100
NAIROBI.

The Chairperson

Commission on Revenue Allocation
P.O. Box 1310 — 00200
NAIROBI.
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1 Overview of the Consolidated Fund

1.1 Legal Framework

Article 206 (1) of the Constitution of Kenya established the Consolidated Fund into which shall
be paid all money raised or received by or on behalf of the National Government except money
that:
a) is reasonably excluded from the Fund by an Act of Parliament and payable into another
public fund established for a specific purpose.

b) may, under an Act of Parliament, be retained by the State organ that received it for the
purpose of defraying the expenses of the State organ. Such includes Appropriation in Aid
(AIA).

Section 17 of the Public Finance Management (PFM) Act, 2012 mandates the National Treasury
to account for the Consolidated Fund in the the National Exchequer.

Further, Article 206 (2) of the Constituion of Kenya stipulates that money may be withdrawn
from the Consolidated Fund only:

a) in accordance with an appropriation by an Act of Parliament;
b) in accordance with Article 222 or 223; or
c) as a charge against the Fund as authorised by the Constitution or an Act of Parliament.

Further Section 17 (4) of the PFM Act, 2012 requires the National Treasury to seek approval
from the Controller of Budget for any withdrawal from the Consolidated Fund. The voted
entities that received funds from the Consolidated Fund include National Government
Ministries, Departments and Agencies and County Governments. These entities are responsible
for administration of their respective budgets.

Government Revenue is received through designated Receivers of National Government
Revenue as appointed by the Cabinet Secretary to the National Treasury pursuant to Article 209
of the Constitution. The Receivers of Revenue are responsible for receiving, accounting and
remitting the revenues to the Consolidated Fund. Section 50 (6) of the PFM Act, 2012 also
requires the National Treasury to remit the proceeds of any loan raised under the provisions of
the PFM Act, 2012 into the Consolidated Fund.

Overview of the Consolidated Fund ii




Government of Kenya
Financial Statements for the Consolidated Fund
For the year ended 30" June 2018

1.2 Scope of the Consolidated Fund

This report provides accountability for the Consolidated Fund for the finanical year ended 30™
June 2018 and consolidates the following :

[ ]

The Exchequer account,

The domestic borrowing accounts through which loan proceeds from treasury bonds, treasury
bills, commercial financing are collected before remittance to the Consolidated Fund,

The overdraft account,

The revenue collection accounts,

Special project deposit accounts,

E-Citizen revenue control accounts; and

East Africa Tourist Visa accounts.

The report also includes statement of monies received and paid out of the special funds that are
authorised by legislation other than an Appropriation Act. Funds collected by Kenya Revenue
Authority being the appointed Collector of Revenue are remitted directly to these funds. These
funds include the following:

The Petroleum Development Levy Fund (PDLF) (consolidated within the National Treasury
receiver of revenue financial statements),

The Railway Development Levy Fund (RDLF),

The Road Maintenance Levy Fund (RMLF); and

The African Union and Other International Organization Subscription Fund.

The report also includes financial statements of the various Receivers of Revenue that were
appointed by the Cabinet Secretary, National Treasury to receive National Government revenue
pursuant to Section 75 (1) of the PFM Act, 2012. These are as follows:

R.1071 | Principal Secretary to the National Treasury — Taxes

R.1071 | Principal Secretary to the National Treasury — Resource Mobilisation Department

R.1071 | Principal Secretary to the National Treasury — Public Debt

R.1071 | Principal Secretary to the National Treasury — Pensions

R.1071 | Directot General - Public Investment and Portfolio Management

R.1112 | Principal Secretary to the Ministry of Lands and Physical Planning

R.1094 | Principal Secretary to the State Department for Housing & Urban Development

R.1261 | Chief Registrar - The Judiciary

Mol Eo ol BT =Y P E S S T S

R.1023 | Principal Secretary to the State Department for Correctional Services

R.1252 | Solicitor General, Office of the Attorney General and Department of Justice

—1 =
el =]

R.1021 | Principal Secretary to the State Department for Interior

—
2

R.1201 | Principal Secretary to the Ministry of Tourism

—
8]

R.1164 | Principal Secretary to the State Department for Fisheries and the Blue Economy

(=
=~

R.1191 | Principal Secretary to the Ministry of Mining
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1.2

1.3

1.3.1

SCOPE OF THE CONSOLIDATED FUND (CONTINUED)

The special project deposit accounts are accounts into which development partners deposit
funds before disbursing to the Exchequer accounts for onward transfer to projects or directly to
projects.

The e-Citizen accounts are accounts into which monies are received for public related services
before disbursing to the Receivers of Revenue accounts for onward transfer to the Exchequer
or directly to implementing agencies offering the service.

The East Africa Tourist Visa accounts are accounts into which monies are received from the
Immigration and Foreign Affairs collections departments for the East Africa tourist visa before
being disbursed under an agreed sharing arrangment to the treasuries of the three partner states
i.e the Republic of Kenya, Republic of Rwanda and the Republic of Uganda. The Republic of
Kenya shared revenue is received into the National Treasury Receiver of Revenue account for
onward transfer to the Exchequer.

Overall Performance

Below is an overview of the consolidated fund the fiscal year ended 30" June 2018 and 30th
June 2017:

Opening Balance 108,782 100,187 8,595 9%
Total Receipts 2,246,901 2,086,304 160,597 8%
Transfers from the

Exchequer (2,066,427) (1,996,989) (69,438) 3%
Other Transfers (154,792) (78,812) (75,980) 96%
Prior Year Adjustment (1) (1,908) 1,907 (100%)
Closing Balance 134,463 108,782 25,681 24%

Total receipts increased by 8% from prior year mainly due to increased tax collections and an
increase in external borrowings.

Transfers from the Exchequer also increased by 3% due to increased budgetary allocations.

Receipts

The consolidated fund receipts are derived from domestic and external resources. Domestic
resources mainly comprise of taxes collected by the Kenya Revenue Authority (KRA), being the
principal tax revenue collection agent for the government and remitted to the consolidated fund.
Other receipt sources include domestic and external loans and grants. Domestic and external
loans are treated on a cash basis and are therefore included in the government receipts.
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1.3.1 Receipts (continued)

The total consolidated fund receipts for FY 2017/2018 amounted to KShs 2.25 Trillion, an
increase of approximately 8% from KShs 2.09 Trillion for FY 2016/2017 as analysed below:

Tax Receipts 1,315,544 1,257,226 58,318 5%
Non Tax Receipts 157,993 152,911 5,082 3%
External Grants 16,654 14,372 2,282 16%
External Loans 342,032 246,639 95,393 39%
Domestic Borrowing 414,678 415,156 (478) 0%
Total Receipts 2,246,901 2,086,304 160,597 8%

Tax receipts relate to levies collected by Kenya Revenue Authority and other government
agencies.

Non tax receipts relate to receipts collected mainly by special funds and Receivers of revenue
and that is not directly related to taxation.

The increase in tax receipts by 5% is attributable to growth in consumptive taxes (VAT) by 6.2%,
growth in withholding VAT by 35.7% due to expansion of withholding VAT framework which
encompassed more agents and growth in excise duty on money transfer by 26.4%.

The increase in non tax receipts by 3% is attributed to an increase in profits and dividends from
state corporations and other agencies as well as increased surplus from regulatory authorities.

Domestic borrowings which mainly comprised of Treasury Bonds decreased slightly due to flat
interest rates.

External borrowing increased by 39% mainly from issuance of the second Euro bond to fund the
FY 2017/18 budget.

The diagram below depicts the composition of the consolidated fund receipts for the fiscal year
ended 30" June 2018.

TOTAL CONSOLIDATED FUND RECEIPTS

Domestic Borrowing
18%

External Loans 15% LIS
Tax Receipts 59%

External Grants 1%
Non Tax Receipts 7%
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1.3.2 Transfers from the Exchequer

An appropriation Act and a County Allocation Revenue Act (CARA) is required to authorize
the withdrawal of funds from the Consolidated Fund. The National Treasury is required to seek
the Controller of Budget’s approval before withdrawing from the Exchequer Account to the
respective National and County Government entities bank accounts.

Entities that receive funds from the Exchequer Account include National Government
Ministries, Commissions, Departments, and Agencies (MDAs) and Consolidated Fund
Services (CFSs) in accordance with the Appropriation Act and County Governments in
accordance with the County Allocation Revenue Act (CARA). These entities are responsible
for administration of their respective approved budgets.

The total transfers disbursed to the National Government voted Ministries, Departments and
Agencies (MDAs), Consolidated Fund Services (CFSs) and County Governments from
Exchequer in the fiscal year ended 30" June 2018 amounted to KShs 2.07 Trillion, an increase
of approximately 3% from KShs 2.0 Trillion in the fiscal year ended 30" June 2018, as shown
below:

Transfers to MDAs — Recurrent 890,692 819,941 70,751 9%
Transfers to MDAs —

Development 276,350 394,229 (117,879) (30%)
Transfers to Counties 316,177 284,709 31,468 11%
Transfers to Consolidated Fund

Services 583,208 498,110 85,098 17%
Net transfers from exchequer 2,066,427 1,996,989 69,438 3%

The increase in transfers is attributed to increased budgetary allocation.

Transfers from the Exchequer

Transfers to MDAs -
Recurrent
43%

Transfers to Counties
15%

Transfers to MDAs -
Development
14%
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1.3.3 Other Net Transfers and Payments

Other net transfers and payments include transfers from special funds to public entities, direct
transfers to projects from the special deposit project accounts, exchange differences on
translations of closing balances on special deposit, e-Citizen and East Africa tourist visa foreign
denominated accounts to reporting currency, transfer to counties and other receivers from the e-
Citizen accounts and inter account balances between the overdraft account and Treasury Bills

1.34

and Treasury Bonds.

Transfers from the

Entities

Special Funds to Public

79,032

83,768

(4,736)

(6%)

Other net transfers

75,760

(4,956)

80,716

(1629%)

Total Other net
Transfers and
Payments

154,792

78,812

75,980

96 %

The increase in net transfers is attributed to increased transfers from the Overdraft account to the

Treasury Bonds interest account during the year.

Summary of Financial Results

The table below summarises the actual performance trend for the 5 year period between 30" June
2014 and 30" June 2018:

Tax Receipts 1,315,544 1257226 1,113,163 996,059 889,293
Non Tax Receipts 157,993 152,911 113,892 101,522 03,144
External Grants 16,654 14,372 14,683 6,631 6,431
External Loans 342,032 246,639 182,851 107,569 202,350
Domestic

Borrowing 414,678 415,156 487,154 286,289 211,572

Transfers to MDAs

Total Receiits 2|246|901 2i086|304 1|91 l|’?43 1I498|070 1i402|790

— Recurrent 890,692 819,941 720,284 640,352 601,746
Transfers to MDAs

—Development 276,350 394,229 333,170 270,241 224,356
Transfers to

Counties 316,177 284,709 264,039 229,336 193,346
Transfers to

Consolidated Fund

Services 583,208 498,110 476,248 454,466 258,792

Overview of the Consolidated Fund
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Total net
transfers from
exchequer

2,066,427 1,996,989 1,793,741 1,594,395 1,278,240

Transfers from the
Special Funds to
Public Entities 79,032 83,768 54,898 45,326 32,794

Other net transfers 75,760 (4,956) (21,422) (3,633) (27,512)
Total Other net

Transfers and
Payments 154,792 78,812 33,476 41,693 5,282

The increase in tax receipts over the years is attributable to growth in taxes on income, profits
and capital gains as well as taxes on goods and services. The growth was driven by an increase
in Income Tax from Individuals (P.A.Y.E), Income Tax from Corporations, VAT on Domestic
Goods & Services, VAT on Imported Goods and Services and Excise Taxes. The increase over
the years has been driven by enhanced compliance and tighter enforcement measures.

The increase in non tax receipts is due to increased receipts from Railway Development Levy
Fund and Road Maintenance Levy Fund over the 5 year period. There has also been an increase
in property income and administrative fees collected by the designated Receivers of Revenue
over the 5 year period.

External grants have generally increased over the years due to increased budget support from
development partners in form of foreign governments and international organizations. Foreign
Governments include the Government of Italy, Government of Japan, Government of Denmark
and Govenrment of Sweden. International Organizations include AMISOM, DANIDA, IDA,
The Global Fund and Kenya Devolution Support Project. Some development partners channel
their grants through the Exchequer Account while others channel their grants through the MDAs
as Appropriation in Aid.

External borrowings has relatively increased over the 5 year period mainly due to commercial
financing. The loans were received from Euro Bond, AFREXIM Bank, the syndicated loan,
Eastern and Southern Trade and Development Bank and the Sovereign Bond proceeds. External
borrowing is largely received through the Exchequer. However, the consolidated fund statement
also includes activities of the special project deposit accounts through which some external
borrowings are disbursed.

Domestic borrowing has been fluctuating as well due to varying proceeds from the sale of
treasury bills and treasury bonds as well as redemptions. The sharp increase in the year ending
30th June 2016, was due to new issues of domestic debt amounting to KShs 1,098 Billion against
redemptions of KShs 611 Billion.

The increase in transfers is attributed mainly to increased budgetary allocation.
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The increase in transfers to public entities from the special funds is attributed to increased
collection of the road maintainance levy and the fuel levy over the 5 year period. The transfers
are made to County Governments and State Corporations. In 2017/2018 the transfers from the
special funds decreased by KShs 4 billion. This is becaused an intented transfer of KShs 6 billion
in FY 2017/2018 was delayed and subsequently made in FY2018/2019.

Other net transfers relate to settlement of overdraft accounts, translation gain and (losses) on
special project deposit accounts and the East Africa tourist visa accounts and other transfers to
the E-Citizen revenue control account. The fluctuation over the years has been mainly due to the
net inter account transfers between the overdraft account and the Treasury Bonds Redemption,
Treasury Bonds Interest and Treasury Bills Accounts.

Summary of Financial Results

2,500,000
2,000,000
1,500,000
1,000,000
500,000

0 . - [k == et

FY 2017/2018 FY 2016/2017 FY 2015/2016 FY 2014/2015 FY 2013/2014

H Total Receipts ® Total net transfers from exchequer ® Total Other net Transfers and Payments
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2 Statement of Responsibility

Section 80 of the Public Finance Management (PFM) Act, 2012 requires the National Treasury to
prepare annual financial statements that consolidate the financial statements prepared by all
National Government entities, in accordance with the accounting policies and formats prescribed
by the Public Sector Accounting Standards Board. The National Treasury is required to submit
these financial statements to the Auditor General and a copy to the Controller of Budget and the
Commission on Revenue Allocation by 31% October 2018.

The financial statements for the Consolidated Fund relate to the financial year 2017/2018 and
comprise of the Exchequer account, Receivers of Revenue accounts, the Special Funds (the
Petroleum Development Levy Fund (consolidated within the National Treasury receiver of revenue
financial statements), the Road Maintenance Levy Fund, the Railway Development Levy Fund and
the African Union and Other International Organization Subscription Fund, the Exchequer deposit
accounts (Overdraft, Treasury Bonds and Treasury Bills accounts), the Special Project Deposit
accounts, the e-Citizen revenue control accounts and the East Africa Tourist Visa accounts.

The Consolidated Fund financial statements have been prepared on a going concern basis, and are
based on accounting policies which have been consistently applied and supported by reasonable
and prudent judgments and estimates.

To the best of our knowledge, these statements as set out on pages 1 to 76 are complete and
accurately prepared for the financial year ended 30" June 2018.

-

_—

CPA Bernard Ndungu, MBS

Director General/Accounting Services & Quality Assurance
National Treasury

25t January, 2019

' m g’
___________________ N\
Dr. Kamau ThugdweesCBHE

Principal Secretary
National Treasury
25" January, 2019

Henryﬁch, E

Cabinet Secretary
National Treasury
25 January, 2019
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3 The Statement of Consolidated Fund for the year ended 30" June 2018

This statement represents consolidation of receipts and transfers that are related to the Consolidated

Fund.

Opening Balances 108,781,896,855 100,186,675,344
Receipts

Tax Receipts 6.1.1 1,315,543,558,764 1,257,226,438,919
Non Tax Receipts 6.1.2 157,993,433,455 152,911,382,911
External Grants 6.1.3 16,653,484,279 14,371,810,089
Proceeds from Domestic Borrowings 6.1.4 414,677,871,799 415,155,569,645
Proceeds from External Borrowings 6.1.5 342,032,433,482 246,639,017,867
Total Receipts 2,246,900,781,779 2,086,304,219,431
Transfers

Budgetally Transfers from Exchequer

Transfers to MDAS - Recurrent 6.2.6 (890,692,346,615) (819,940,446,000)
Transfers to MDASs - Development 6.2.6 (276,350,152,444) (394,229,440,637)
Transfers to County Goverments 6.2.6 (316,176,892,960) (284,708,455,000)
Transfers to Consolidated Fund Services 6.2.6 (583,207,916,207) (498,110,300,908)
Net transfers from exchequer (2,066,427,308,226) (1,996,988,642,545)
Other Transfers and Payments

Transfers from the Special Funds to Public

Entities 6.5 (79,031,510,690) (83,768,150,338)
Other net transfers 4 (75,760,256,094) 4,955,804,554
Total Other net Transfers and Payments (154,791,766,784) (78,812,345,784)
Total Transfers (2,221,219,075,010) (2,075,800,988,329)
Prior Year Adjustment - National Treasury

Receivers of Revenue accounts 6.9 (583,073) (1,908,009,591)
Closing Balance 134,463,020,551 108,781,896,855

The accounting policies and explanatory notes to these financial statements form an integral part of the

financial statements. The report covers the twelve months period ende
comparatives cover the twelve month period ended 30" June 2017

e

==r

30 ) J une 2018 and the accompanying

CPA Bernard Ndungu, MBS CPA J ona Wala
Director General, Accounting Services & Ag. Director, Accounting Servnces
Quality Assurance National Treasury

National Treasury 25" January, 2019

25" January, 2019

The Statement of Consolidated Fund Accounts for the year ended 30™ June 2018 1
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Government of Kenya
Financial Statements for the Consolidated Fund
For the year ended 30" June 2018

*#%* Special Project Deposit accounts are CBK or commercial bank accounts through which grants or loan proceeds are received from the development partners and are disbursed
through the Exchequer account and remitted to the beneficiary Project through the respective voted Ministry or Department or at the request of the National Treasury directly to the
project or to the suppliers for payment of goods or services.

**%%% The e-Citizen accounts are accounts into which monies are received for public related services before being disbursed to the Receivers of Revenue accounts for onward transfer
to the Exchequer or directly to implementing agencies offering the service.

*#x#%% The East Africa tourist visa accounts are accounts into which monies are received from the Immigration and Foreign Affairs collections departments for the East Africa tourist
visa before being disbursed under an agreed sharing arrangement to the treasuries of the three partner states i.e. the Republic of Kenya, Republic of Rwanda and the Republic of
Uganda. The Republic of Kenya shared revenue is received into the National Treasury receiver of revenue account for onward transfer to the Exchequer.

Fasmes® Other payment and transfers amounting to KShs 30.9 Billion relates to settlement of overdraft account during the year, translation gain and (losses) on special project deposit
accounts and the East Africa tourist visa accounts amounting to KShs 291.15 Million and KShs 0.027 Million respectively; and other transfers to the E-Citizen revenue control account
amounting to KShs 28.6 Million.

F#w®#EEE This is an adjustment that revises the National Treasury Receiver of Revenue cumulative opening balances from old provisioning balances to actual cash balances.

The Statement of Consolidated Fund Accounts for the year ended 30" June 2018 7



Government of Kenya
Financial Statements for the Consolidated Fund
For the year ended 30 June 2018

5 Significant Accounting Policies

a)

b)

c)

d)

e)

8

h)

Basis of preparation

The Statement of Consolidated Fund Accounts has been prepared in accordance with the cash-
basis International Public Sector Accounting Standards (IPSAS) as prescribed by Public
Sector Accounting Standards Board and set out in the accounting policy note below.

Reporting entity
This report has been prepared by the National Treasury.

Receipts

Receipts include collections by the Receivers of Revenue and deposited in the Consolidated
Fund pursuant to Article 206 of the Constitution of Kenya. This Article requires that all
revenue collected by the National Government shall be deposited in the Consolidated Fund
management through the National Exchequer Account maintained at the Central Bank of
Kenya.

The receipts collected include tax collections, grants from development partners, proceeds
from domestic loans and external lenders and any other revenue that the Receivers of Revenue
have been designated to collect.

Tax receipts collected by appointed agents such as Kenya Revenue Authority are recognized
once they are remitted to the designated Receiver of Revenue.

Grants and loans from Development Partners

Grants and loans received from development partners are recognized as receipts when the
funds are received in the Consolidated Fund. The movement and the balances held in these
accounts, if any, are disclosed by way of notes to the Statement of Consolidated Fund.

Budgetary Transfers

Budgetary transfers relate to disbursements to National Governments voted entities and
County Governments pursuant to the Appropriation Act and the County Allocation of
Revenue Act (CARA) respectively subject to approval by Controller of Budget. These
disbursements are reﬁarded as “transfers” rather than expen!itures. Actual payments against
these transfers are reflected in the financial statement of the entities.

Bank and Cash balances

Bank and cash balances relate to cash equivalent comprising of cash in transit and bank
balances held in the consolidated accounts.
Restriction on Cash

Restricted cash represents amounts that are limited/restricted from being used to settle a
liability for at least twelve months after the reporting period. This cash is limited for direct
use as required by stipulation. There were no restrictions on cash during the year.

Elimination

The financial statements are aggregated on a line by line basis with the inter-entity transactions
of receipts and payment being eliminated at consolidation level to avoid overstatement of
receipts or payments.

Presentation Currency

The financial statements are presented in Kenya Shillings (KShs), which is the functional and
reporting currency of the Government and all values are rounded to the nearest Kenya Shilling.

Significant Accounting Policies 8



Government of Kenya
Financial Statements for the Consolidated Fund
For the year ended 30" June 2018

6 Notes to the Financial Statements
6.1 Receipts in the Consolidated Fund
6.1.1 Tax Receipts

Tax receipts relate to remittances from Kenya Revenue Authority (KRA) to the Principal Secretary
National Treasury being the designated Receiver of Revenue and are summarized below;

Taxes on Income, Profits and Capital Gains

657,186,136,272

627,469,093,794

Taxes on Property

763,288,921

998,065,691

Taxes on Goods and Services

524,881,879,090

504,507,993,930

Taxes on International Trade & Transactions

120,583,725,848

115,645,212,536

Other Taxes

12,128,528,633

8,606,072,968

Total Tax Receipts

1,315,543,558,764

1,257,226,438,919

6.1.2 Non Tax Receipts

Non tax receipts relates to fees and charges collected by designated Receivers of Revenue as

shown below:

Administrative Fees 20,468,139,120 18,455,605,818
Property Income 24,113,343,658 29,152,005,660
Fines, Penalties and Forfeitures 1,123,835,935 1,083,409,439
Sale of Goods and Services 470,507,497 1,034,365,938
Receipts from Railway Development Levy Fund 20,693,095,047 18,939,933,523
Receipts from Road Maintenance Levy Fund 73,744,832,000 69,113,788,000
Receipts from African Union and Other

International Organization Subscription Fund 2,644,297,368 787,939,623
Other Receipts 14,735,382,830 14,344,334,910
Total 157,993,433,455 152,911,382,911

See note 6.3 for a breakdown of the portion of Non Tax Receipts by Receiver of Revenue.

6.1.3 Grants

Some development partners channel their grants through the Exchequer Account while others
channel their grants through the MDAs as Appropriation in Aid. The grants channelled through

the Exchequer Accounts are summarized below:

Grants from Foreign Governments 467,596,710 28,000,000
Grants from International Organizations 16,185,887,569 14,343,810,089
Total Grants 16,653,484,279 14,371,810,089
See note 6.2.3 for a detailed breakdown by development partners.
Notes to the Financial Statements 9




Government of Kenya
Financial Statements for the Consolidated Fund
For the year ended 30™ June 2018

6.1.4 Sale Proceeds from Domestic Borrowings

The following represents borrowings received into the deposits accounts that include the
Treasury Bonds and Treasury Bills.

Domestic borrowing

Treasury Bonds new issues 318,069,451,807 329,143,390,680
Treasury Bills (net) 96,608,419,992 86,012,178,965
Total domestic borrowings 414,677,871,799 415,155,569,645

6.1.5 Proceeds from External Borrowings

The following represents borrowings received into the deposits accounts that include commerial
loans and borrowings from Foreign Governments and International Organisations.

External borrowing -

Commercial Loans 298,084,045,825 186,302,594,108
Borrowings from Foreign Governments and

International Organizations 43,948,387,657 60,336,423,759
Total External borrowings 342,032,433,482 246,639,017,867

External borrowing is largely received through the Exchequer. However, the consolidated
fund statement also includes activities of the special project deposit accounts through which
some external borrowings are disbursed as shown below.

External Borrowings received through the Exchequer 330,757,837,696 224.433,972,940

External Borrowings received via Special Project {
Deposit accounts 11,274,595,786 22,205,044,927 !
Total External borrowings 342,032,433,482 246,639,017,867 |

See note 6.2.5 for a detailed breakdown of external borrowing by development partners
received through the Exchequer.

Notes to the Financial Statements 10
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6.2 Statement of Exchequer Receipts and Transfers

This statement summarizes the receipts and transfers through the Exchequer Account for the

financial year ended 30" June 2018.

The receipts represent Government revenue collected and received by the designated Receivers
of Revenue and deposited into the Exchequer Account. The transfers represent the
disbursements made to National Government Ministries, Departments and Agencies and
County Governments pursuant to an Appropriation Act and CARA respectively.

Opening balance 30,928,022,008 59,808,758,121
Receipts
Income Tax 6.2.2 1,311,692,286,771 1,253,462,715,509
Non Tax Income 6.2.2 58,210,790,822 60,849,307,894
Grants 6.2.3 16,653,484,279 14,371,810,089
Net Domestic Borrowing 6.2.4 420,973,660,000 414,990,100,000
External Borrowing 6.2.5 330,757,837,696 224,433,972,940
Total Receipts 2,138,288,059,568 1,968,107,906,432
Transfers from the Exchequer
National Government Recurrent 6.2.6 890,692,346,615 819,940,446,000
National Government Development 6.2.6 276,350,152,444 394,229,440,637
Consolidated Fund Services 6.2.6 583,207,916,207 498,110,300,908
Total National Government 1,750,250,415,266 1,712,280,187,545
County Governments 6.2.6 316,176,892,960 284,708,455,000
Total Transfers 2,066,427,308,226 1,996,988,642,545
Excess of Receipts over transfers during
the Year 71,860,751,342 (28,880,736,113)
Closing Cash Book balance 102,788,773,350 30,928,022,008
Notes to the Financial Statements 11
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Financial Statements for the Consolidated Fund
For the year ended 30 June 2018

6.2.2 Income Tax and Non Income Tax Receipts

The following analysis shows the types of receipts collected in the National Exchequer account:

Income Tax

Taxes on Income, Profits and Capital Gains 657,233,310,114 627,469,093,795
Taxes on Goods and Services 630,677,412,693 603,046,912,768
Taxes in International Trade and Transactions 23,781,563,964 22,946,708,946
Total income tax 1,311,692,286,771 | 1,253,462,715,509
Non Income Tax

Other taxes 53,623,002,172 51,613,288,614
Fines, Penalties and Forfeitures 2,371,571,437 1,518,212,097
Other Receipts Not Classified Elsewhere 2,216,217,213 7,717,807,183
Total non-income tax 58,210,790,822 60,849,307,894

6.2.3 Grants

The direct budget support received from development partners is channelled through the National

Exchequer Account and is summarized below:

Grants from Foreign Governments 467,596,710 28,000,000
Grants from International Organizations 16,185,887,569 14,343,810,089
Grand total 16,653,484,279 14,371,810,089

The grants received through the National Exchequer Account is summarised below by the

development partners.

Grants from Foreign Governments "
Government of Italy 12,000,000 | 28,000,000
Government of Denmark 191,871,939 -
Government of Sweden 263,724,771 -
Total 467,596,710 28,000,000
Grants from International Organisations

African Union Mission in Somalia (AMISOM) 4,727,513,916 7,335,658,437
Danish International Development Agency (DANIDA) 1,610,335,149 762,678,020
International Development Asssociation (IDA) 3,457,104,457 | 3,245,350,362
The Global Fund 2,741,376,387 | 1,639,199,558
The United Nations Children's Fund (UNICEF) 51,640,150 13,721,280
Swedish International Development Cooperation

Agency (SIDA) - 897,492,985
Japan International Corporation (JICA) - 11,880,000
International Fund for Agricultural Development

(IFAD) .. o 477,130,414 129,969,553
African Development Bank (ADB) 13,825,845 -
United Nations Development Programme (UNDP) 18,716,155 19,999,000

Notes to the Financial Statements
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United Nations Enviromental Programme (UNEP) 14,334,987 | 9,500,000
World Food Programme - 110,000,000
Deutsche Gesellschaft fur Internationale

Zusammenarbet GIZ - 3,985,200
United National Population Fund (UNFPA) . 164,375,694
European Economic Community Funds 340,000,000 -
FINLAND - Water Sector Trust Fund 222,333,626 -
Kenya Devolution Support Project 2,511,576,483 -
Total grants from International Organisations 16,185,887,569 14,343,810,089
Total 16,653,484,279 14,371,810,089

6.2.4 Transfers from Domestic Borrowings Accounts to Exchequer Account

The proceeds from sale of Treasury Bills are booked on a net basis. The proceeds from domestic
borrowings are summarised below:

Treasury Bonds 103,100,000,000 328,990,100,000
Treasury Bills (net) 317,873,660,000 86,000,000,000
Net proceeds 420,973,660,000 414,990,100,000

6.2.5 Transfers of Proceeds from External Borrowings to Exchequer Account
The following loans amount was received through the National Exchequer Account as

summarised below:
Commercial Financing 298,084,045,825 186,302,594,108
Borrowings from International Organizations 32,673,791,871 38,131,378,832
Total 330,757,837,696 |  224,433,972,940

The proceeds from External Borrowings received through the National Exchequer Account is
summarised below by the development partners.

Notes to the Financial Statements 14
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6.2.5 Transfers of Proceeds from External Borrowings to Exchequer Account

(continued)

ommercial Financing

C

African Export-Import Bank (AFREXIM BANK) : 10,114,000,000
Syndicated Loan - 110,969,311,208
Eastern and Southern Africa Trade and Development

Bank 96,103,150,000 65,219,282,900
Sovereign Bond 2018 Proceeds 201,980,895,825 -
Total commercial financing 298,084,045,825 186,302,594,108
Borrowings from International Organisations i

International Development Association (IDA) 28,931,442,185 34,834,808,495

International Fund for Agricultural Development

(IFAD) 1,633,160,800 709,881,493
Agence Francaise de Development (AFD) 116,645,378 -
The United Nations Children's Fund (UNICEF) - -
Japan International Corporation (JICA) 456,447,689 1,394,400,000
Danish International Development Agency
(DANIDA) B - 36,978,144
African Development Bank (ADB) 137,870,686 179,112,321
The Global Fund - 912,842,393
KFW Bank - Government of Germany 309,786,410 63,355,986
NARIGP 1,088,438,723 -
Total borrowings from International
Organisations 32,673,791,871 38,131,378,832
Total 330,757,837,696 224,433,972,940
6.2.6 Exchequer Transfers
The summary details of exchequer transfers per institution are shown below:
National Government Recurrent Appendix 1.1 ~ 890,692,346,615  819,940,446,000
National Government Development Appendix 1.2 276,350,152,444 . 394,229,440,637
National Government CFS | Appendix 1.3 583,207,916,207 498,110,300,908
County Governments . Appendix 1.4 316,176,892,960 .  284,708,455,000
Net Exchequer Transfers 2,066,427,308,226 = 1,996,988,642,545

See Appendix 1 for a detailed analysis of the above exchequer transfers by entity.

Notes to the Financial Statements
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13

Principal Secretary to
the State Department
for Broadcasting &
Telecommunication

14

Principal Secretary to
the State Department
for Public Works

534,500

534,500

(534,500)

15

Principal Secretary -
State Department of
Interior

10,752,953,005

10,752,953,005

(10,748,375,972)

16

Principal Secretary to
the State Department
for Fisheries and the
Blue Economy

1,482,000

181,461,217

181,461,217

(182,943,217)

1,482,000

17

Principal Secretary to
the Ministry of Mining

1,083,881,960

1,083,881,960

(1,073,270,743)

18

Direct Debits to the
Exchequer*

6,253,205,016

6,253,205,016

(6,253,205,016)

Total FY 2016/17

3,954,659,729

(1,908,009,591)

1,257,226,438,919

58,082,039,227

7,496,764,437

601,628,256,608

1,924,433,499,191

(1,923,437,044,449)

3,954,659,729

* Direct Debits are amounts transferred directly to the Exchequer account by voted entities and represent unspent balances as well as commission received on remitting payroll check off deductions to
SACCOs and Insurance Companies.

** Refer to Note 6.3.3 for the reconciliation of collection of revenue by KRA and The National Treasury Receiver of Revenue tax receipt.

*** The Kshs 1,923,437,044,449 transferred to Exchequer includes Kshs 414,990,100,000 relating to domestic borrowing and Kshs 1,508,446,944,449 from the other RoR. See note 4

****This is an adjustment that revises the National Treasury Receiver of Revenue cumulative opening balances from old provisioning balances to actual cash balances. See Note 6.9

#** Investment Secretary - National Treasury is consolidated within the National Treasury receiver of revenue financial statements but has been separated for purposes of disclosure in the above
note.

Notes to the Financial Statements
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6.3.3 Collection of Revenue by KRA

This statement shows the collection of tax receipts by Kenya Revenue Authority (KRA)
summarised into respective tax heads for the fiscal year ended 30" June 2018 and 30™ June 2017.

Opening Balances 18,196,446,382 15,590,549,916
Treasury Collections

g’fﬁg on Income, Profity and Capiial 659,020,850,476 630,466,861,216
Taxes on Property 601,050,598 860,894,102
Taxes on Goods and Services 541,639,686,201 515,772,091,507

Taxes on International Trade and
Transactions

120,106,572,980

111,647,243,398

Other Taxes

15,103,724,114

11,674,521,797

Collection for Railway Development Levy 20,780,085,649 18,902,516,338
Total Gross Treasury Collections 1,357,251,970,018 1,289,324,128,358
Agency Collections 95,004,468,983 92,126,116,068
A-I-A Revenue 85,975,191 83,003,417
Total Gross Revenue Collections 1,452,342,414,192 1,381,533,247,843
Prior years returned payments 1,483,146,236 -
Total Funds Available for Transfer

During the Year 1,453,825,560,428 1,381,533,247,843
Transfer to National Treasury* (1,317,591,996,192) (1,254,892,650,107)
Transfer to Railway Development Levy (20,778,326,200) (18,935,096,554)
Transfers to Principals (95,259,916,612) (89,520,429,665)
Agency Commissions (2,259,576,165) (2,137,325,893)
VAT Refunds (18,251,329,762) (13,358,642,486)
A-I-A Revenue (85,734,675) (83,206,672)
Total Transfers and Commissions (1,454,226,879,606) (1,378,927,351,377)

Closing Balance

17,795,127,204

18,196,446,382

* The reconciliation of KRA’s Transfer to National Treasury Receiver of Revenue is as shown
below.
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Amount available for transfer to Treasury as

per the KRA Revenue Accountability Report 1,317,591,996,192 1,254,892,650,107

Add:

Prior year mispostings between tax heads = 1,678,544,040

Current year mispostings between tax heads 490,263,985 299,368,421

Bank unapplied funds reported in FY 2018/19

(Prior year reported in FY 2017/18) 407,700,461 1,219,335,279

Provision for Refund FY 2017/2018 Excise

(Prior year provision for FY 2016/2017 Excise) 48,000,000 100,000,000

Excise on mobile collections - 90,954,916

Adjustments of understated/ (overstated)

opening balances 1,997,454,484 841,336,804

Less:

Collections received by CBK in July 2017

backdated to June 2017 by Treasury (Prior

year: received in July 2016 backdated to June

2016) (2,392,049,313) (841,075)

Closing cash in transit at the end of the year (2,639,016,689) (1,984,122,116)

Amount recorded by National Treasury

Receiver of Revenue 6.3.1/2 1,315,504,349,120 1,257,137,226,376
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6.4.2 Movement of Domestic Borrowing Accounts for financial year ended 30 June 2017

Opening balance - | 27,435,261,106  (44,203,669,036) | (16,768,407,930)  (36,444,146,763)
Net domestic borrowing

New Issues of Treasury Bonds 329,143,390,680 - - | 329,143,390,680 | 281,361,545,044
Net Borrowing for Treasury Bills (net) - | 86,012,178,965 - | 86,012,178,965  205,792,392,113
Net Borrowing 329,143,390,680 86,012,178,965 - | 415,155,569,645 487,153,937,157
Transfers

Transfer from CFS R50 to Treasury Bills a/c and

Overdraft a/c - - - - 80,267,572,342
Net transfer between Treasury Bills a/c and Overdraft a/c 2 = - - 8,718,789,052
Net transfer between Treasury Bonds Interest a/c and

Overdraft a/c - - | 44,203,669,036 44,203,669,036 (50,219,817,028)
Net transfer between Treasury Bonds Interest a/c and

Treasury Bills a/c - | (13,280,238,907) - (13,280,238,907) -
Net inter-account transfers - | (13,280,238,907) @ 44,203,669,036 30,923,430,129 38,766,544,366
Transfers to Exchequer

Transfer from Treasury Bond to Exchequer a/c (328,990,100,000) - - | (328,990,100,000) : (281,411,581,649)
Transfer from Treasury Bills to Exchequer a/c (86,000,000,000) - | (86,000,000,000) ' (224,833,161,041)
Total transfers to Exchequer (328,990,100,000) ' (86,000,000,000) - | (414,990,100,000) ' (506,244,742,690)
Closing balances 153,290,680 14,167,201,164 - 14,320,491,844 (16,768,407,930)
Represented by: Bank balances 153,290,680 14,167,201,164 - 14,320,491,844 | (16,768,407,930)

Notes to the Financial Statements
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6.5 Statement of Special Funds

Special Funds are entities authorised by legislation other than an Appropriation Act to receive and pay
out money. These funds include the Petroleum Development Levy Fund (consolidated within the
National Treasury receiver of revenue financial statements), Railway Development Levy Fund, Road
Maintenance Levy Fund and the African Union and Other International Organization Subscription

Fund.

Pursant to the enactment of Miscellaneous Fee and Levies Act No. 29 of 2016, the African Union and
Other International Organization Subscription Fund was established in the financial year 2016/17. Out
of the import declaration fee which is 2% of the customs value collected by the Kenya Revenue
Authority, 10% of the fee is paid into the African Union and Other International Organization
Subscription Fund established and managed in accordance with the Public Finance Management Act,
No. 18 of 2012. The monies in the fund are to be used for payment of Kenya’s contribution to the
African Union and any other international organisation to which Kenya has a financial obligation.
There was no disbursement from this fund in the financial year 2016/17 and 2017/18.

This statement summarizes the recelpés and transfers through the three Special Funds for the financial
year ended 30™ June 2018.

=l

Total Opening

Balances 10,663,352,471 24,666,679,000 787,939,623 36,117,971,094 31,044,460,286 ',
Total Receipts 20,693,095,047 73,744,832,000 2,644,297,368 97,082,224.,415 88,841,661,146 ‘
Transfers to ‘
public entities* | (15,557,910,690) | (63,473,600,000) -+ (79,031,510,690) | (83,768,150,338)
Surplus 15,798,536,828 34,937,911,000 3,432,236,991 54,168,684,819 | 36,117,971,094 ‘
Represented ‘
by: )
Bank |
Balances 15,798,536,828 | 34,937,911,000 3,432,236,991 54,168,684,819 | 36,117,971,094 ]

*The table below summarized the transfers made from the Special Funds to the respective public entities:

—\

Railway Development Levy Operations Account 15,557,910,690 23.299,550,338 :
Road Maintenance Levy Fund E
Kenya Roads Board 1,269,472,000 775,027,000 )
Kenya National Highways Authority 21,464,128,000 20,459,228,000
Kenya Rural Roads Authority 11,438,298,000 10,893,617,000 |
Kenya Urban Roads Authority 5,361,702,000 5,106,383,000 J
Kenya Wildlife Service 525,000,000 500,000,000
State Department of Infrastructure 5,250,000,000 5,000,000,000 \
County Governments ** 7,875,000,000 7,500,000,000
Road Annuity Programme 10,290,000,000 9,800,000,000 |
|
Notes to the Financial Statements 24 )



Government of Kenya
[ Financial Statements for the Consolidated Fund
l For the year ended 30" June 2018

e e G P

thers = 434,345,000
! Total 63,473,600,000 60,468,600,000
' Grand Total 79,031,510,690 83,768,150,338

( ** The table below represents a reconciliation of the amounts disbursed by the Road Maintenance
Fund against amounts received and recorded by the County Governments. The resultant variances
are due to timing differences.

Fuel Levy 7,875,000,000 | 10,646,553,032 | (2,771,553,032) | See Note 1 below.

L Nt

i 1. Road Maintenance Levy Fund vs County’s Reconciliation

[ Amounts Disbursed by the
l Road Maintance Levy Fund 7,875,000,000 . As per Road Mainteinace Fund’s financial statements

’| Relates to CARA allocation of financial year 2016/2017 that
l was disbursed in financial year 2017/2018 but was accrued in

Add: 3,193,192,368 | the Fund’s financials in the financial year 2016/2017.

[

[ This had not been disbursed by the Fund as at 30th June 2018
Less: Undisbursed by the but was accrued in the Fund’s financials for the financial year
Fund (421,639,336) i 2017/2018

l Amounts received by the
County Governments 10,646,553,032 | As per County Government financial statements
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6.6

6.6.1

6.6.2

Statement of Special Projects Deposit Accounts

Flow of Donor Funds/Disbursements

The development partners disburse grants or loan proceeds to the government, using a Special
Project Deposit accounts to finance eligible expenditures as they are incurred. These accounts
are maintained either at CBK or commercial banks and are managed by the National Treasury
through Central Bank of Kenya. Upon request by the National Treasury, the funds are disbursed
through the Exchequer account and then remitted to the beneficiary Project through the
respective voted Ministry or Department.

At the request of the National Treasury, disbursements may be made from the Special Deposit
Account directly to the the project or to the suppliers for payment of goods or services.

Summary of movement of funds during FY 2017/2018

During the financial year 2017/2018, the accounts had an opening balance of Kshs 23.7 Billion
(PY: Kshs 21.9 Billion), received Kshs 58.78 Billion (PY: Kshs 66.88 Billion) from the
development partners, disbursed a total of Kshs 59.94 Billion (PY: Kshs 65.43 Billion) and
ended with a closing balance of Kshs 22.11 Billion (PY: Kshs 23.67 Billion).

The summary movement of funds through these accounts are shown below while the detailed
movement indicating the project number is provided under Appendix 2:

Opening balance 23,665,369,284 21,923,878,070

Opening balance adjustments - -

Receipts from development partners* 54,732,955,762 66,875,906,911

Disbursements to projects through the Exchequer Accounts (43,458,359,976) (44,670,861,984)

Payments to supplier or direct transfer to projects (12,438,371,175) (20,754,700,266)
Exchange (loss)/ gain (396,219,862) 291,146,553
Closing balance represented by bank balances 22,105,374,033 23,665,369,284

* Receipts from the development partners is made up of the following:

Grants from international organisations 4.1/4.2 11,925,970,363 6,875,045,652
External borrowings from international

organisations 4.1/4.2 42.806,985,399 60,000,861,259
Total Receipts 54,732,955,762 66,875,906,911
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6.7 Statement of E-Citizen revenue control accounts
6.7.1 Flow of Funds

As part of the transformation in the delivery of Government services, a Presidential Directive
was issued on 30" November 2013 requiring all payments into Government to be digitalized
starting 1% April 2014, this was to enhance the efficiency of service delivery to citizens while
enabling them to pay for the services more conveniently.

Subsequently, a Taskforce on Government Digital Payments was established vide Gazette
Notice No 2725 of April 24" 2014 to spearhead the digitization of Government payments.

The Taskforce set up the e-Citizen portal which was integrated with mobile money and
visa/credit card payment providers to enable citizens make electronic payments for services
requested through the portal. Funds collected from various payment providers are settled into a
collection bank account and the Government revenues transferred to the entities accounts at the
Central Bank of Kenya.

6.7.2 Summary of movement of funds during FY 2017/2018

During the financial year 2017/2018 the accounts had an opening balance of Kshs 703.47 Million
(PY: KShs 185.82 Million), received KShs 14.12 Billion (PY: KShs 9.97 Billion) for public
related services, disbursed KShs 9.47 Billion (PY: KShs 6.09 Billion) to National Goverment
Receivers of Revenue and KShs 3.81 Billion (PY: KShs 3.34 Billion) to County Governments
and other Receivers, incurred other charges amounting to KShs 0.38 Million (PY: KShs 28.64
Million) and ended with a closing balance of KShs 1.54 Billion (PY: KShs 703.47 Million).

The summary movement of funds through these accounts are shown below:

Opening balance 703,467,476 185,823,065
Opening balance adjustment

Receipts

Safaricom Mpesa (Paybill No.206206) 6,306,274,528 5,050,108,850
Visa/ Master Card 1,944,864,064 -
KCB (Cash Deposits & Card Centre) 3,809,295,593 3,048,532,229
KCB — RTGS 1,523,865,230 -
Equity 141,011,833 34,625,897
Pesaflow 136,378,305 -
Airtel 7,649,819 2,215,032
Kenswitch 468,000 202,400
Commission (Convinience fees) 248,773,860 -
KCB (USD Account) - 1,835,333,287
Total Receipts 14,118,581,232 9,971,017,695
Disbursements to National

Government Receiver of Revenues

Principal Secretary - State Department of

Interior (8,413,522,714) (5,687,197,770)

Notes to the Financial Statements
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Office of The Attorney General and

Department of Justice (719,608,564) (252,653,887)

Principal Secretary - Ministry of Land,

Housing and Urban Development (330,073,921) (146,057,390)

Principal Secretary - Ministry of Mining (2,710,860) (865,050)

Total Disbursements to National

Government Receiver of Revenues (9,465,916,059) (6,086,774,097)

Disbursements County Governments

and Other Receivers

National Transport and Safety Authority

(NTSA) (2,732,685,944) (2,638,729,391)

Mombasa County (677,895,643) (546,787,688)

Kisumu County (84,404,776) (73,506,863)

Nyeri County (57,429,872) (78,935,275)

Settlement for 2016/2017 that were paid

in 2017/2018 (259,824,685) -

Total Disbursements to County

Governments and Other Receivers (3,812,240,920) (3,337,959,217)

Other Charges

Convinience Fee (Note i*) = (9,965,000)

Reversals to Customers (Note ii*) - (1,200)

Bank Charges (Note iii*) (375,834) (111)

Exchange Differences (Note iv*) - (1,607,361)

Net Reversals from CBK to KCB

Settlement A/c (Due to Misposting)

(Note v*) - (17,066,298)

Total Other Charges (375,834) (28,639,970)

Closing balance 1,543,515,895 703,467,476

Represented By:

KCB USD account

(PY : $1,553,171.34 * KShs 103.71) - 161,082,040

KCB KShs account - 267,455,305

Visa/ Master Card 160,500,238 -

Safaricom Mpesa (Paybill No.206206) 433,565,735 184,795,204

KCB (Cash Deposits & Card Centre) 207,143,372 87,088,219

KCB — RTGS 75,173,536 2,221,613

Equity 12,712,627 -

Pesaflow 5,294,099 -

Airtel 446,610 825,095

Commission (Convinience fees) 248,773,860 -

Balance B/F 2016/2017 399,905,818 -

Total 1,543,515,895 703,467,476
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Notes*

i.  This amount was paid to the e-Citizen service provider from e-Citizen MPESA pay bill
number as part of the KShs.50 convenience fee charged on KShs transactions.
ii. The amounts were transferred back to customers MPESA accounts by e-Citizen MPESA
pay bill number operator for various reasons including erroneous payment by customers.
iii.  These are bank fees charged by Kenya Commercial Bank (KCB) on the e-Citizen Settlement
accounts.
iv.  There are exchange differences arising out of translation of transaction movements of KCB
USD account to reporting currency.
v.  These were reversals from CBK due to posting errors when sending settlement instructions
to settle money into MDA accounts at CBK.
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6.8 Statement of East Africa Visa Tourist Accounts
6.8.1 Flow of Funds

Following the directives from the first and second infrastructure summits of Heads of state of
the Republic of Kenya, the Republic of Rwanda and the Republic of Uganda held respectively
in Entebbe Uganda on 24th-25th June 2013 and in Mombasa on 28th August 2013, an MOU
was entered into between the parties in order to establish an East Africa Tourist Visa to enable
tourist visit all the three countries with single visa. This is to enhance cooperation and promotion
of tourism of the partner states as a single tourist destination. An East Africa tourist visa (EATV)
is to be issued upon payment of USD 100 or the equivalent foreign currency.

The modalities of sharing revenues from East Africa tourist visa is as follows; 10% to be
retained by the issuing party to support its administration cost including the bank charges
accrued therein while the remaining 90% shall be shared equally among the parties each
receiving 30%.

The Memorandum of Understanding was signed and sealed on 27th October, 2013.

6.8.2 Summary of movement of funds during FY 2017/2018
6.8.2.1 Kenya Partner State

The summary movement of funds below represents Kenya’s partner state, allocated portion, of:

i) Monies received from the Immigration and Foreign Affairs collections departments for
the East Africa tourist visa arising from sticker sales,
ii) Shared revenue received from the respective partner states and;

iii)  Amounts disbursed to the National Treasury Receiver of Revenue account for onward
transfer to the Exchequer.

During the financial year 2017/2018 the accounts had an opening balance of Kshs 3.47 Million
(PY: KShs 37.5 Million), received KShs 54.95 Million (PY: KShs 29.07 Million) for the East
Africa visa sticker sales and shared revenue received from the respective partner states, disbursed
KShs 42.84 Million (PY: KShs 63.13 Million) to National Treasury Receiver of Revenue,
earned/(incurred) net exchange gain/(loss) amounting to KShs (0.23) Million (PY: KShs 0.03
Million) and ended with a closing balance of KShs 15.36 Million (PY: KShs 3.47 Million).

(Refer also to 6.8.2.2 Summary of movement of funds for the East Africa partner states)

The summary movement of funds through these accounts are shown below:

Opening Balances:

From Partner States Share - 26,620,884

Sticker Sales 3,470,268 10,883,119

Total Opening Balances: 3,470,268 37,504,003

Receipts:

Receipts from Sticker sales 54,954,694 29,067,655

Total Receipts 54,954,694 29,067,655

Disbursements:

Disbursements to National Treasury

Receiver of Revenue (42,838,663) (63,128,715)

Total Disbursements (42,838,663) (63,128,715)
Notes to the Financial Statements 30
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Other Charges:

Bank Charges - (450)
Exchange Differences (227,305) 27,7715
Total Other Charges (227,305) 27,325
Closing Balance:

Sticker sales 15,358,994 3,470,268
Total Closing Balances 15,358,994 3,470,268
Represented By:

CBK KShs Account - 1,467,592
CBK USD Account

CY: USD 151,994 @ KShs 101.05

PY: USD 19,310 @ KShs 103.7117 15,358,994 2,002,676
Total 15,358,994 3,470,268

6.8.2.2 East Africa Partner States

The summary movement of funds below represents East Africa partner states, allocated portion,

of:

iv) Monies received from the Immigration and Foreign Affairs collections departments for
the East Africa tourist visa arising from sticker sales,

V) Shared revenue received from the respective partner states and;

vi)  Amounts disbursed to the treasuries of the respective partner states for onward transfer
to the Exchequer.

During the financial year 2017/2018 the accounts had an opening balance of Kshs 8.68 Million
(PY: KShs 48.28 Million), received KShs 137.39 Million (PY: KShs 72.67 Million) for the East
Africa visa sticker sales and shared revenue received from the respective partner states, disbursed
KShs 117.98 Million (PY: KShs 112.34 Million) to the treasuries of the respective partner states,
earned/(incurred) net exchange gain/(loss) amounting to KShs (0.427) Million (PY: KShs 0.069
Million) and ended with a closing balance of KShs 27.65 Million (PY: KShs 8.68 Million).

The summary movement of funds through these accounts are shown below:
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6.8.2.2 East Africa Partner States (continued)

]
|
|
)

A) Summary Movement of funds for the financial year ended 30" June 2018

Opening Balances: .
Sticker Sales 3,470,268 2,603,038 '
Total Opening Balances: 3,470,268 2,603,038

Receipts: {
Receipts from Sticker sales 54,954,694 41,216,046 J
Total Receipts 54,954,694 41,216,046
Disbursements:
Disbursements to Partner States - (37,572,351) '
Disbursements to National Treasury Receiver

of Revenue (42,838,663) - !
Total Disbursements (42,838,663) (37,572,351) |
Other Charges:

Exchange Differences (227,305) (100,064) ]
Total Other Charges (227,305) (100,064) 1
Closing Balance:

Sticker sales 15,358,994 6,146,669 !
Total Closing Balances 15,358,994 6,146,669 |
Represented By: )
CBK USD Account Total USD 273,650 @ ;
KShs 101.05 15,358,994 6,146,669

Total 15,358,994 6,146,669 1

Notes to the Financial Statements
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