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Privotizotion Commission Finonciol Stoternenls for The Yeor Ending 30"'June 2012

VISION AND MISSION STATEMENTS

OUR VISION

An ogent of chonge, implementing o Privotizotion Progromme thot contributes
signiflcontly in tronsforming Kenyo into o vibront economy.

OUR MISSION

To creote ottroctive privotizotlon tronsoctions ond effectively monoge o Privotizotion
Progromme thot meets desired notionol objectives

OUR CORE VATUES

ln order to ochieve the vision ond the mission, we ore guided by the following core
volues:

i. lntegrity - we employ the highest ethicol stondords, demonstroting honesty ond
foirness in every oction thot we toke;

i. Tronspqrency - we ore open in our decisions ond octions.

ii. Accountobility - we toke full responsibility for our octions thot relote to our
customers ond fellow workers. We toke responsibility for our performonce in oll
our decisions ond octions;

iii. Professionolism - We uphold professionol ethics in dischorging our mondote

iv. Foirness - we oct justly, respect people, respect privocy, minimize horm ond
keep our promises.
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COMMISSION REPORT

The Commission hereby submits the report ond oudited finonciol stotements for the
period ending 3Oth June 2012 which shows the stote of offoirs of the Commission.

PRINCIPAT ACTIVITY
The principol octivity of the Commission is to formulote, monoge ond implement the
Government's Privotizotion Progromme.

RESUTTS

income for the yeor wos Kshs 248,538,092 ond the expenditure wos Kshs 142,723,240
thus giving on operoting surplus of Kshs 

,l05,814,852

RESERVES
The fund bolonce of the end of the yeor omounted to Kshs 392,145,05,l.

MEMBERS
The Commission members who remoined in office during the yeor ore shown on Poge
6.

AUDITORS
The Auditor Generol is responsible for the stotutory oudit of Commission's books of
occounts ln occordonce with the Public Audit Act, 2003.

SOTOMON KITUNGU

EXECUTIVE DIRECTOR / CEO

5



COMMISSION MEMBERS

Prof. Peter K. Kimuyu, MBS
Choirmon

Mr. Joseph Klnyuo, CBS
Permonent Secretory, Treosury

Mrr. Esther Kolmetl, CBS
Alternote lo the Permonent Secretory, Treosury

Hon. Prof. Glthu Mulgol
Attorney Generol

Ms. Roselyn Amodl
Alternole lo the Attorney Generol

Mr. Solomon Kllungu
Execulive Director/CEO

*Seven positions for members of the Commission who ore not public servonts ond

ore to be oppointed by the Minister for Finonce ond opproved by the relevont

Committee of Porlioment by virtue of their expertise in such motters os will ensure thot

the Commission ochieves its objectives, remoined vocont. At the end of the yeor,

interviews hod been corried out ond the nomes hod been submitted to Porlioment.
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COMMISSION COMMITTEES

The Commission hos the following Committees

(i) Finonce ond Strolegy Committee

(ii) Audit Committee

(iii) Humon Resources & Risk Monogemenl Commitlee

(iv) Privotizolion Steering Commitlees:

a) Development Bonk of Kenyo Limited

b) Notionol Bonk of Kenyo Limited

c) Public Sector Owned Sugor Componies

d) Kenyo Tourist Development Corporotion Hotels

e) Kenyo Wine Agencies Limited

f) Approved Kenyo Ports Authority Projects

g) Agro-Chemicol ond Food Compony Limited

h) Consolidoted Bonk of Kenyo

i) Kenyo Pipeline Compony Limited

j) lsoloted Power Stotions

k) Kenyo Meot Commission

l) New Kenyo Co-operotive Creomeries Limited

m) Numericol Mochining Complex

n) Kenyo Electricity Generoting Compony Limited

o) Eost Africon Portlond Cement Compony Limited

During the yeor, in the obsence of the non-public service members of the Commission,

none of the Committees wos duly constituted. ln this respect no committee meetings
were olso held.
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MANAGEMENT TEAM

Mr. S. Kitungu

Mr. W. Temesi

Mr. K. Woithoko

Ms. E. Ngeru

Ms. B. Mororo

Mr. D. Ngoromo

Ms. B. Atieno

Mr. G. Muinde

Mr. J. Gichohi

Ms. V. Koriuki

Mr. J. Njogi

Executive Director/C EO

Finonce ond Administrotion Monoger

Legol Affoirs Monoger (up to Nov. 201 1)

lnternol Audit Monoger (up to Feb.2012l

Tronsoction Monoger

Tronsoction Monoger

Corporote Affoirs Offi cer

HR ond Administrotion Officer

ICT Officer

Accountont

Procurement Officer
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CHAIRMAN'S STATEMENT

During the yeor, the work of the Commission continued to be constroined by the
obsence of the seven members whose term hod expired ond were to be oppointed
by the Minister for Finonce and opproved by the relevont Committee of Porlioment.
ln the obsence of o duly constituted Boord, during the yeor, the Commission wos not
oble to oddress institutionol issues thot required its ottention such os the opprovol ond
implementotion of job evoluotion corried out in 2010/201,l. Tronsoction reports ond
proposols required to be submitted to the Government olso remoined of opprovol
stoge. Absence of o duly constituted Boord olso odversely offected stokeholders'
CONSU Itotions which could not go on in the obsence of opprovols necessory prior to
shoring the Commission's work with stokeholders

Nevertheless, work thot remoined within the purview of Monogement continuetl to
be corried out effectively os evidenced by improvement in vorious performonce
indicotors of the end of the yeor.

I therefore toke this opportunity to thonk the Monogement ond stoff for the good
work ond the effort they hove mode to sustoin the Commission's operotions during the
period thot it hos not been hoving o duly constituted Boord.

We look forword to o fruitful implementotion period once the Boord is in ploce ond
the tronsoctions woiting for considerotion of vorious levels ore opproved to enoble
the Country to ochieve the desired notionol objectives expected to occrue from
privotizotion.

r
PROF. PETER K. KIMUYU, MBS
CHAIRMAN
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EXECUTIVE DI RECTOR'S STATEMENT

ln the obsence of o duly constituted Boord ond opprovols for implementotion which

were still pending of vorious levels within Government, the yeor remoined chollenging

os the Commission could not fully deliver its mondote successfully. However,

operotions thot were within the purview of Monogement were cleorly identified in

the Performonce Controct for the yeor ond were implemented successfully.

During the yeor, omong otheroctivities, mojorossignments corried out by Monogement

ore listed below:
(i) Monogement finolized preporotorywork ond prepored droft detoiled proposols

for KenGen ond Consoiidoted Bonk of Kenyo;

(i) Monogement continued coordinoting on-going controcts with respect to which

work on the lsoloted Power Stotions, Eost Africon Portlond Cement (EAPC), ond

Kenyo Meot Commission progressed significontly;

(i) Monogement reviewed the 2008-2012 Strotegic Plon ond olso commenced
preporotion of the 2012-2016 Plon, which is currently on hold to ollow for

Commission members' porticipotion once in ploce;

(i) Monogement continued to provide technicol ond odministrotive support to

the Treosury on generol privotizotion issues ond speciflc issues thot relote to
tronsoctions pending opprovol of vorious stoges;

(i) Monogement identified ond implemented o Records Monogement System

thot would enoble the Commission to reduce cost of printing ond storing of

informotion while of the some time enhoncing documents sofety ond eosing

retrievol of documents;

(i) Monogement fully operotionolized the lntegroted Finonciol Monogement

lnformotion System (lFMlS) ond Electronic Funds Tronsfer using the KCB Quick

Poy System;

(i) Monogement reviewed the Privotizotion Progromme ond submitted its

recommendotion to the Treosury;

(i) Monogement worked with consultonts to finolize job evoluotion work with

respect to which the recommendotions ore currently owoiting Boord opprovol

to implement;

(i) Monogement controcted consultonts ond worked with them to redesign the

Commission Website to enhonce its utility ond oppeol to its torget oudience os

well os to effectively communicote PC's corporote identity;

(i) Monogement disposed of idle ossets os set out in the performonce controct for

the yeor;

r0



(i) Monogement put in ploce o Cor trocking system with o fuel monitoring focility to
enhonce the security, occountobility ond fuel consumption for the Commission
vehicles;

(i) Monogement identified troining needs ond identified oppropriote troining thot
wos ottended by officers concerned;

(i) Monogement undertook sensitizotion on privotizotion processes through vorious

orticles ond odvertisements ploced in notionol ond internotionol print medio;

(i) Monogement corried out o comprehensive orchiving process thot involved
sconning reports ond other Commission documents.

(i) The Commission instolled o wireless internet system to enhonce its internet
ovoilobility.

(i) The Commission corried out on employee ond customer sotisfoction surveys

during the yeor omongst other octivities under the performonce controct
orrongement with the Government.

SOTOMON KITUNGU

EXECUTIVE DTRECTOR/CEO
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PROFILES OF COMMISSION MEMBERS

Prof. Peter K. Kimuyu. MBS - Choirmon
Prof. Kimuyu, 62, holds o Moster of Arts degree in Economics from the University of

Noirobi, o Moster of Science degree in Energy Economics from the University of Surrey,

Englond ond o Doctor of Philosophy degree in Energy Economics. He is o professor of
Economics of the University of Noirobi, where he olso served os Director of Economics,

of the School of Economics. Prof. Kimuyu, o member of the New York Acodemy of

Sciences hos held severol Boord positions, including Export Promotion Council, where

he wos the Choirmon, the Kenyo Commerciol Bonk ond lnoorero University, the lotter

two of which he still seryes on.

Mr. Solomon Kitungu

Mr. Kitungu,5l, is the Commission Executive Director/Chief Executive Officer ond
he holds o Bochelor of Arts (Economics) degree from the University of Noirobi ond o
Moster of Arts (Economics) degree from the University of Monchester, United Kingdom.

Mr. Kitungu olso hos extensive trolning ond experience in public sector, Porostotol ond
infrostructure reforms ond privotizotion. Prior to joining the Commission os its Executive

Director/CEO in 2009, Mr. Kitungu worked in vorious copocities ot the Ministry of
Finonce rising to the position of lnvestment Director (Reforms) in the Deportment of
Government lnvestments ond Public Enterprises in 2003. While working of the Treosury,

Mr. Kitungu represented the Permonent Secretory, Treosury in o number of Boords of
directors of Stote Corporotions.

Mr. Joseph Kinyuo, CBS

Mr. Kinyuo, 61, the Permonent Secretory, Ministry of Finonce holds o Bochelor of
Arts (Economics) degree ond Mosters of Arts (Economics) degree, both from the

University of Noirobi. He hos worked in senior positions in the Centrol Bonk of Kenyo,

the lnternotionol Monetory Fund, Ministry of Plonning ond Notionol Development,
Ministry of Agriculture ond Ministry of Finonce. He is o Director of severol Boords of
Stote Corporotions os well os o Boord member of the Eost Africon Development
Bonk ond the Africon Economic Reseorch Consortium (AERC), omongst other
internotionol orgonizotions.
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Hon. Prof. Githu Muigoi
Professor Githu Muigoi, 53, wos oppointed os Attorney-Generol of the Republic of
Kenyo on 29th August, 2011, ond is the principol legol odviser to the Government.
He holds LLB ond Ph.D. degrees from the University of Noirobiond on LLM Degree from
Columbio University School of Low, New York. He is olso o Fellow of the Chortered
lnstitute of Arbitrotors (UK) ond o member of the Americon Associotion of Triol Lowyers.
He wos colled to the bor in 

.l985. 
ln oddition to the proctice of low, he is on Associote

Professor of Public Low in the School of Low of the University of Noirobi. He is o speciolist
in Public Lowond trons-notionollegolproctice. He is o recognized outhority on business
regulotory motters ond in internotionol commerciol orbitrotion.
Heiso member of the LowSocietyof Kenyo, EostAfricon LowSociety, Chortered lnstitute
of Arbitrotors, Americon Associotion of Triol Lowyers, lnstitute of Public Secretories,
Council of Legol Educotion, lnternotionol Commission of Jurists lnternotionol Bor ond
Associotion ond Commonweolth Lowyers Associotion.

Mrs. Esther Koimett, CBS

Mrs. Koimett, 56, is o holder of o Bochelor of Commerce degree ond o Moster of Business

Administrotion degree, both from the University of Noirobi. She hos held vorious senior
positions in Government ond the Porostotol sector, including being the Permonent
Secretory, Ministry of Tourism. She is currently the lnvestment Secretory, Ministry of
Finonce. Mrs. Koimett represents the Permonent Secretory, Ministry of Finonce on the
Boords of vorious Stote Corporotions.

Ms. Roselyn Amodi
Ms. Amodi, 57, is o lowyer by profession ond holds o Bochelor of Lows degree from the
University of Noirobi. She is on Advocote of the High Court of Kenyo ond o holder of o
Diplomo in Low from the Kenyo School of Low. She olso holds o Diplomo in Corporote
Governonce from KCA University. Ms. Amodi, o Senior Deputy Chief Stote Counsel
of the Stote Low Office is currently the Deputy Heod of the Treoties ond Agreements
Deportment of the Attorney Generol's office. She is olso the Secretory of the Stote
Corporotions Appeols Tribunol.

l3



CORPORATE GOVERNANCE STATEMENT

The Commission's corporote governonce structure oims of ensuring thot the

Commission's internol systems, which include policies, procedures, processes ond
people, serve the interests of the stokeholders ond the communities within which

we operote. The Commission Boord is committed to ensuring thot the orgonizotion's

operotions ore run in o professionol, tronsporent, just ond equitoble monner for the

benefit of its stokeholders including the Kenyon public.

Composition of the Commission Boord

The Commission Boord comprises eleven (1 1 ) members, eight (including the Choirmon)

of whom ore from the privote sector, two from the Government ond the Executive

Director/CEO. The Commission members possess o brood ronge of skills, expertise,

experience ond knowledge of the orgonizotion which ore essentiol to direct the

Privotizotion Commission.

Meetings
The Commission Boord under normol circumstonces meets of leost every two months

for scheduled meetings ond on other occosions os moy be necessory to deol with

specific motters thot require ottention, between the scheduled meetings. Commission

members hove occess to timely informotion so thot they con mointoin fullond effective
control over strotegic, finonciol ond operotionol Commission issues.

The Commission Boord from time to time holds consultotive meetings with the Centrol

Government, the Boord ond Monogements of the entities being privotized ond other

stokeholders in order to seek views on motters in relotion to the vorious privotizotion

tronsoctions.

For the whole yeor no Boord or Boord Committee meetings were held os there hos

been no Boord in ploce since Jonuory 20.l l.

Commission Boord's Responsibilities

The Commission's responsibilities ore set out in the Commission's Boord Chorter.

The Boord Chorter, which incorporotes internotionolly occepted best proctices

in corporote governonce, defines the governonce porometers within which the

Commission exlsts ond operotes ond sets out specific responsibilities to be dischorged

by the Commission, its Committees ond members collectively os well os certoin roles

ond responsibilities incumbent upon directors os individuols.

I
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The Commission Boord's responsibilities include omongst others:

(o)Defining the purpose of the orgonizotion, its strotegic intent, objectives, ond its
volues ond setting ond reviewing the strotegic direction ond odopting the
orgonizotion's business plons ond providing oversight of performonce ogoinst
torgets ond objectives;

(b)Providing stewordship of the orgonizotion ond in dischorge of its obligotions,
ossuming the following responsibilities:

Retoining full ond effective control over the orgonizotion, ond monitoring
Monogement's implementotion of the orgonizotion's plons ond strotegies;

Ensuring ethicol behoviour ond complionce with relevont lows ond
regulotions, oudit ond occounting principles ond corporote policies ond
procedures;

Defining levels of moteriolity, reserving specific powers to the Commission,

delegoting other motters through written outhority ond instituting effective
mechonisms thot monitor the performonce of the monogement teom;

lv. Determining the provisions to be mode for copitol ond recurrent
expenditure ond reseryes;

Receiving ony gronts, gifts, donotions or endowments ond moking
legitimote disbursements there from;

Acting responsibly towords the orgonizotion's stokeholders overseeing the
reporting to stokeholders on the direction, governonce ond performonce
of the orgonizotion; ond

vlt. Being committed to the principles of good corporote governonce.

Conflict of lnterest, Disclosure ond Purchose of Shores

The Commission Boord is cognizont of the prevolence of instonces in which conflict
of interest could orise, leost, not being in motters of purchose of shores of componies
or entities being privotized. The Commission Boord hos thus put in ploce meosures to
ovoid such instonces. These ore:

Eoch Commission member undertokes to fully disclose to the Boord ony reol or
potentiol conflict of interest, especiolly in motters reloting to the Privotizotion

il
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Progromme, which comes to his or her ottention, whether direct or indirect.

2. A Commission member with such o conflict sholl not porticipote in discussion of
ony such topic or vote on it unless the Boord or Boord Committee otherwise directs.

3. With regord to Commission members or their spouses, or children under the oge
of eighteen (18) yeors purchosing shores of componies or entities to be privotized,

when o privotizotion of on entity tokes ploce through on lnitiol Public Offer (lPO)

ond/or sole of shores, Commission members or their spouses, or children under
the oge of lB should not porticipote in thot lPO, though they con purchose the
shores, six (6) months ofter the shores stort troding on the morket. ln the event of
shores held by Commission members in componies prior to the commencemen.
of privotizotion, members will disclose interest.

Seporotion of Roles ond Responsibilities

The roles of the Choirmon ond the Executive Director/CEO ore seporote ond their
responsibilities cleorly defined. The Choirmon provides overoll leodership to the
Commission without limiting the principles of collective responsibility for Commission
decisions. The Commission Boord's outhority for conduct of doy to doy business hos

been delegoted to the Executive Director/CEO by the Privotizotion Act, 2005.

Commission Boord Committees
The Commission hos estoblished committees to ossist it in dischorging its responsibilities

ond obligotions. Eoch committee hos specific terms of reference outlining the scope
of its responsibility ond relevont odministrotive ond procedurol orrongements.

The Commission hos constituted the following committees; Finonce ond Strotegy
Committee, Humon Resources ond Risk Monogement Committee, Audit Committee
ond Privotizotion Steering Committees for specific privotizotion tronsoctions.

The terms of reference of the vorious committees ore os follows:

1. Finonce ond Strolegy Committee (FSC)

The FSC is mondoted to ossist the Commission Boord in dischorging its oversight duties
with respect to the finonciol motters of the orgonizotion, overoll strotegic direction of
the orgonizotion, operotionol performonce, procurement, performonce controcting
ond orgonizotionol heolth.

The Committee comprises six (6) members of the Boord (including the Executive
Director/CEO). The quorum for the FSC is four (4) members or such number os moy
be determined by the Boord from time to time. The Committee meets every quorter
ond on ony other dotes thot moy be determined by the noture of the orgonizotion's
operotions.

t6
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The functions of the Committee ore:

(i) Developing orreviewing the Boord's Chorter (Boord Scorecord) to enhonce
the Corporote Governonce, ethics ond ochievement of the Corporote
Objectives;

(ii) Assisting the Boord in dischorging its responsibilities by reviewing the
odequocy ond completeness of recommendotions ond reports submitted
to the Boord for opprovol;

(iii) Developing orreviewing the Privotizotion Commission's finonciolpolicies ond
moking oppropriote recommendotions to the Boord on issues of strotegy
odjustment.

(iv) Developing or reviewing the progress of the Privotizotion Commission's
execution plons through omong others, identiflcotion of priority oreos;

Monitoring, evoluoting ond overseeing the Privotizotion Commission's
heolth including the review of finonciol ond strotegic plons ond the overoll
Privotizotion Com mission Performo nce Mo nogement System.

(v)

I

I

I
I

(vi) Holding od hoc meetings ond consultotions with strotegic stokeholders on
motters within the Committee's jurisdiction;

(vii) Reviewing ond recommending to the Commission for opprovol the Annuol
Procurement Plon ond reviewing the implementotion of the Annuol
Procurement Plon;

(viii) Reviewing quorterly reports on the procurements done by the Privotizotion
Commission;

(ix) Reviewing ond recommending for opprovol to the Boord, budget
reollocotion for estimoted procurement expenditure not incorporoted in
the Annuol Procurement Plon.

2. Humon Resources qnd Risk Monogemenl Commitlee (HRRMRC)

The HRRMC is oppointed by the Boord primorily to consider oll motters ossocioted
with the policies ond proctices of the Privotizotion Commission in relotion to its

humon resources ond risk monogement motters.

The HRC comprises six (6) members of the Boord (including the ED/CEO) ond the
quorum is four (4) members or such number os moy be os determined by the Boord
from time to time. The Committee meets every quorter ond of such other times os
moy be determined by the noture of the orgonizotion's operotions.

17



The Humon Resources functions of the Committee ore:

(i) Exomining policies ond procedures on employment, extension, development

ond stoff promotion;

(ii) Continuolly exomining the orgonizotion structure, core functions ond stoff

estoblishment, ond if necessory, moking proposols for hormonizotion ond

rotionolizotion in orderto eliminote possiblewostoge orising from redundoncy,

overlops ond duplicotions;

(iii) Exomining the procedures for the ossessment of needs for employment on

stoff development ond procedures forstoff troining foroperotionolefficiency
ond copocity enhoncement for further development ond consultoncy

services;

(iv) Exomining ond reviewing the terms ond conditions of service;

(v) Exomining the odequocy of performonce ond reword system;

(vi) Exomining ond reviewing stoff welfore policies; ond

(vii) Proposing innovotive ideos to enoble the Privotizotion Commission to ochieve

its Mission, Vision ond Strotegic objectives.

The Risk Monogement functions of the Committee ore:

(i) Reviewing ond recommending for opprovol the Commission's risk

monogement policies, processes ond proctices ond ossisting in ensure thot

policies ond processes ore in ploce to monoge the significont risks to which

the Commission is exposed;
(ii) Reviewing ond recommending for opprovol the Commission's risk oppetite

ond toleronces;

(iii) Periodicolly reviewing enterprise-wide risk oppetite ond risk thresholds for

volidity ond recommending chonges os necessory.

(iv) Assessing the results ond effectiveness of the Commission's control self-

ossessment process;

to

(v) Overseeing the development of risk monogement key performonce



I

indicotors, reporting systems ond reports to help provide ossuronce thot
significont risks ore being monitored, ossessed ond oppropriotely escoloted;

(vi) Assessing risks impocting key business octivities of Commission;

(vii) Developing oppropriote responses to unocceptoble risks thot orise on on

emergency bosis, eitheros reported bythe Monogement's Risk Monogernent
ond Business Continuity Committee (MRMBCC) through on eorly worning
process or when o risk indicotor reoches on unocceptoble level;

(viii) Reviewing ond recommending for opprovol, the chorter of the MRMBCC;

ond
(ix) Receiving reports from the MRMBCC regording its octivities ond discussing

motters reloting to such octivities including ony moteriol regulotory issues

ond moteriol emerging risks to the Commission.

3. Audit Committee
This Committee consists of five (5) Members ond the quorum is three (3) members

or such number os moy be determined by the Commission from time to time. The

Secretory of the Committee is the lnternol Audit Monoger.

The Committee meets every quorter ond of such other times os moy be determined
by the noture of the orgonizotion's operotions.

The functions of the Committee ore: -

(i) Assisting the Executive Director/CEO in enhoncing internol controls in
order to improve efficiency, tronsporency ond occountobility;

(ii) Reviewing oudit issues roised by both lnternol ond Externol ouditors;

(iii) Resolving unsettled ond unimplemented Public Accounts Committee
(PAC) ond Public lnvestmenis Committee (PlC) recommendotions; ond

(iv) EnhoncingcommunicotionbetweenMonogement, lnternolond Externol

oudit ond fostering on effective internol oudit function.
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4. Privolizolion Sleering Committees (PSCs)

The PSCs comprise of the members stipuloted in Section 27 of the Act. The quorum
is four (4) members or such number os moy be determined by the Boord from time
to time. Eoch Steering Committee meets of such times os the business of o PSC will

require.
Eoch PSC implements the ossigned privotizotion on beholf of the Commission
subject to ony directions of the Commission.

The functions of the Committees ore:

(i) Lioising with the Monogement ond ogreeing on the necessory work ond
timetoble to implement the privotizotion project;

(ii) Continuolly exomining the tronsoction to ensure its integrity. This will involve
opprovols including but not limited to:

o. Approvol of Terms of Reference for hiring of tronsoction odvisory services;

b. Approvol of detoiled privotizotion proposols ond recommendotion of the
some to the Boord for opprovol ond submission to Minister for Finonce for
submission to the Cobinet;

c. Approvol of bid documents for tronsoction odvisory service;

d. Approvol of prospectus for public offers;

e. Approvol of bids ond recommendotion to the Boord for oword;

f. Negotiotions;

g. Approvol of ollotment of shores for public offers;

h. Providing generol guidonce to the Monogement on the implementotion
of the privotizotion tronsoctions;

Providing generol guidonce to the Monogement on the implementotion of
the privotizotion tronsoction.

20
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Commission Members Remunerotion
Commission members ore poid vorious ollowonces, including sitting ollowonce, lunch
ollowonce ond mileoge expenses when they ottend Commission meetings ond
octivities os well os onnuol directors fees, os ore opproved by the Treosury in line with
the Guidelines from the Stote Corporotions Advisory Committee.

lnlernol Controls
The Commission Boord hos o collective responsibility for the orgonizotion's system

of internol control for the reviewing of its effectiveness. The Monogement hos the
responsibility of estoblishing ond implementing oppropriote systems ond controls in

running the operotions of the orgonizotion ond providing ossuronce to the Commission

thot they hove done so. The system of internol controls in ploce hos defined
operotionol procedures ond finonciol controls to ensure thot ossets ore sofeguorded,
tronsoctions oppropriotely outhorized ond recorded properly ond thot moteriol enors

ond inegulorities ore either prevented or detected within o reosonoble period of time.

The Commission Boord continuously reviews the orgonizotion's system of internol
control ond is sotisfied thot the system is effective. The foregoing notwithstonding,
with o view to testing the effectiveness of the controls of the Commission from time to
time, the Commission hosts the Kenyo Bureou of Stondords to undertoke lSO Quolity
Monogement System surveillonce oudits whose results hove remoined fovouroble to
the Commission.

The Commission Boord continues to refine ond oudit the comprehensive Enterprise Risk

Monogement fromework so os to identify new risks, meosure these risks ond monoge
the risk positions. Risk Registers ore continuously reviewed ond updoted to include
new risks ond their ottendont risk toleronce limits.
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STATEMENT OF COMMISSION MEMBERS' RESPONSIBITITIES

The Stote Corporotions Act (Cop 446, Lows of Kenyo) requires the Commission

members to prepore finonciol stotements for eoch yeor, which give o true ond foir

view of the stote of offoirs of the Commission os of the end of the finonciol yeor ond

of its operoting results for thot yeor. lt olso requires the Commission members to ensure

the Commission keeps proper occounting records, which disclose with reosonoble

occurocy, the finonciol position of the Commission. They ore olso responsible for

sofeguording the ossets of the Commission.

The Commission members occept responsibility for the onnuol finonciol stotements

which hove been prepored using oppropriote occounting policies supported by

reosonoble ond prudent judgments ond estimotes in conformity with lnternotionol
Finonciol Reporting Stondords ond the requirements of the Stote Corporotions Act.

The Commission members ore of the opinion thot the finonciol stotements give o true

ond foir view of the stote of offoirs of the Commission ond of its operoting results for the
yeor ended 3Oth June 2012.

The Commission members further occept responsibility for the mointenonce of
occounting records, which moy be relied upon in the preporotion of flnonciol

stotements os well os odequote systems of internol control. Nothing hos come to the

ottention of the members to indicote thot the Commission will not remoin o going

concern for the twelve months from the dote of these stotements.

Prof. Peter K. Kimuyu, MBS... F.Cnoirmon, Privotizolion Commission

Mr. Solomon Kilungu... ... Executive Director/CEO
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REPORT OF THE AUDITOR GENERAL

Tclcphonc : +254-20-342330

Fax: +23-20-311482

E-mail: cag@kcnYarvcb.com

REPUBLIC OF KENYA

P.O. Box 3008.1-00100

NAIROBI

KENYA NATIONAL AUDIT OFFICE

REPORT OF THE AUDITOR.GENERAL ON PRIVATIZATION COMMTSSION
FOR THE YEAR ENDED 30 JUNE 2OI2

REPORT ON THE FINANCIAL STATEMENTS

I have audited the accompanying financial statements of Privatization
Commission set out on pages 26 to 39, which comprise the statement of financial
position as at 30 June, 2012, and the statement of comprehensive income,
statement of changes in capital and revenue reserves and statement of cash
flows 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 14 of the Public Audit Act, 2003. I

have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit.

Management's Responsibil ity for the Financial Statements

Management is responsible for the preparation and fair presentation of these
financial statements in accordance with lnternational Financial Reporting
Standards and for such 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.

The management is also responsible for the submission of the financial
statements to the Auditor-General in accordance with the provisions of Section
13 of the Public Audit Act, 2003.

Auditor-Genera!'s Responsibility

My responsibility is to express an opinion on these financial statements based on
the audit and report in accordance with the provisions of Section 15 (2) of the
Public Audit Act, 2003 and submit the audit report in compliance with Article
229(71of the Constitution of Kenya. The audit was conducted in accordance with
lnternational Standards on Auditing. Those standards require compliance with



ethical requirements and that the audit be planned and performed with a view to
obtaining reasonable assuran@ about whether the financial statements are free
from material misstatement.

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

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

Oplnlon

ln my opinion, tle ftnancial statements present fairly, in all material respects, the
financia! position of the Commission as at 30 June 2012, and of its financial
performance and its cash flourc for the year then ended, in accordance with
lntemational Financial Reporting Standards and comply with the Privatization
Act, 2005 of the Lav,rs of Kenya.

Edrinrd R.O. Ouko, GBS
AUDITOR. GENERAL

Nalrobl

6 Harch 2013
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STATEMENT OF COMPREHENSIVE !NCOME

FOR THE YEAR ENDED 3OIH JUNE,2012

2011112 2010111

Nole Kshs Kshs

!ncome

Government gronts 3 200,000,000 360,000,000

Other income 4 48,s38,092 4,8I5,453

364,815,453Totol lncome 248,538,092

Expenditure

Stoff cost & benefits 5 84,387,954 103,248,938

Boords expenses 6 2,112,130 15,765,029

Tronsoction odvisory costs 7 r 1,503,235 121,922,828

Operoting expenses B 28,371,477 25,074,881

Depreciotion I 13,057,658 14,484,007

Amortizotion
.l0

2,990,785 2,939,125

Audit fees 2b(iv) 300,000 672,000

Totol expenses 142,723,240 2U,106,807
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2011112 2010111

Note Kshs Kshs

Assels

NON CURRENT ASSETS

I 34,792,815 45,156,017Property Plont ond Equipment (NBV)

IO 170,007 3,005,791lntongible Assets

CURRENT ASSETS

Trode ond Other Receivobles ll 1,462,331 1,287,007

12 656,880 626,035lnventories

Cosh ond bonk bolonces 13 s9,023,253 87,447,314

Short-term coll deposit l3 320,000,000 200,000,000

EQUITY AND TIABITITIES

CAPITAT AND RESERVES

Copitol Gronts 16 3,276,200 3,27 6,200

392,145,051 286,330,199

CURRENT TIABILITIES

17 23,960,23s 5l,l91,965Trode ond Other poyobles

STATEMENT OF FINANCIAT POSITION
AS AT 3OTH JUNE 2012

These Finonciol Stotements were opproved by -

Prof. Peter K. Klmuyu, MBS

Mr. Solomon Kilungu......

Cholrmon, Prlvollzollon Commlssion
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STATEMENT OF CHANGES IN CAPITAT AND REVENUE RESERVE

FOR THE YEAR ENDED 3OTH JUNE,2012

Kshs Kshs KshsKshs

202,345,353202,345,353Reserves os of I't July, 2010

80,748,646 80,708,646Surplus for the yeor

3,27 6,2003,276,200Copitol Gronts

296,330,199202,345,353 3,276,200 80,708,646Al 30th June 201I

286,330.199293,053,999 3,27 6,200Reserves os of 1't July 201 I

105,81 4,852 105,814,852Surplus for the yeor
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STATEMENT OF CASH FTOWS
FOR THE YEAR ENDED 3OIH JUNE 2012

2011/12 2010/11

Kshs Kshs

CASH FLOW FROM OPERATING ACTIVITIES

Operoting surplus for lhe period I05,814,952 80,708,646

Adjustments for;
Depreciotion r 3,052,658 14,484,006

Amortizotion 2,990,785 2,939,I.25
Goin on disposol (106,s63)

Cosh lnflows before working cqpitol Chonges 121,756,732 98,131,777

Working copitol Chonges

(lncreose) Decreose in Trode ond other
Receivobles

(175,326) (25s,088)

( lncreose ) Decreose in lnventories (30,84s) (2se,560)

lncreose (Decreose ) in Trode ond other
poyobles

(27,231,730) 16,193,698

(27,437,9O1) 15,679,050

Nel cqsh generoled from operqlions 94,3r8,830 I13,810,827

!NVESTING ACTIVITIES

Disposol of motor vehicle 200,000

Purchose of furniture (273,400) (268,800)

Purchose of computers (2,499,371) (1,919,000)

Purchose of Office equipment (rs,r20) (53,900)

Purchose of softwore (15s,000) (200,000)

Nel cqsh from lnvesling ocllvllies (2,742,891) (2,M1,7OO)

Net lncreose (decreose) in Cosh ond Cosh
equivolents

91,575,939 117,36?,127

Cosh ond Cosh equivolents of the beginning
of the yeor

287,447,314 176,078,197
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I. GENERAL INFORMATION

Privotizotion Commission is incorporoted ond domiciled in Kenyo underthe Privotizotion
Act, 2005. The core business of the Commission is to formulote, monoge ond implement
Government of Kenyo's Privotizotion Progromme.

2. SIGNIFICANT ACCOUNTING POLICIES

The Principol occounting policies in the preporotion of the finonciol stotements ore set

out below. These policies will be consistently opplied, unless otherwise stoted.

(o) Bosis of Preporotion

The finonciol stotements ore prepored in complionce with lnternotionol Finonciol
Reporting Stondords (IFRS). The finonciol stotements ore presented in the functionol
currency, Kenyo Shillings ond rounded to neoresf shilling ond prepored under the
historicol cost bosed occounting os modified by the revoluotion of certoin fixed
ossets.

(b) Significont Accounting judgments ond estimotes

The preporotion of finonciol stotements in conformity with IFRS requires use of
estimotes ond ossumptions thot offect the reported omounts of revenues ond
expenses during the reporting period. Estimotes ond judgments evoluoted ond
bosed on monogements' experience ond other foctors , including expectotions
of future events thot ore believed to be reosonoble under the circumstonces, thot
hove significont risk of cousing o moteriol odjustment to the corrying omounts of
ossets ond liobilities within the next finonciol yeor ore described below:-

(i) lncome Recognition

The Commission operotions qre finonced by Government Gronts ond
donotions. The gronts ore occounted for on cosh bosis whereos the donotions
ore occrued os oppropriote.

Gronts

Government gronts ore recognized where there is reosonoble ossuronce

thot the gronts will be received ond oll ottoching conditions will be complied
with.

Revenue Gront

Gronts received to compensote expense or for the purpose of giving
immediote support to the Commission with no future reloted costs ore
recorded os income in the income stotement within the yeor of receipt.

Copitol Gront
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Where o gront is reloted to on osset, the osset omount is presented in

the bolonce sheet by deducting the reloted gront in orriving of corrying
omount of the osset.

(ii) Property, Equipment ond Depreciotion

Annuolly, Directors moke estimotes in determining the depreciotion for
property, plont ond equipment using internol technicol expertise. The rotes

used ore set out in the occounting policy for the property ond equipment.
These estimotes ore continuolly evoluoted ond bosed on historicol experience
ond other foctors, including expectotions of future events thoi ore believed
to be under the prevoiling circumstonces.

Depreciotion is colculoted on the stroighi line bosis of onnuolrotes estimoted
to write off the corrying volues of the ossets over their useful lives.

The onnuol depreciotion rotes in use ore:-

I . Motor vehicles 25%

2. Furniture 12.5%

3. Office Equipment I 25%

4. Computers 30%

(iii) lntongibleossets

Computer softwore development costs recognized os ossets ore omortized
using the stroight line method over their useful lives, not exceeding o period
of three yeors.

(iv) Provisions

Provisions ore recognized when the Commission hos o present obligotion
(legol or constructive) os o result of first events, it is proboble thot outflow
or resources embodying economic benefits will be required to settle the
obligotion ond o relioble estimote con be mode of the omount of the
obligotion.

(v) Employee's beneflts entitlements

Entitlements to onnuol leove ore recognized when they occrue to employees.
Provision is mode for the estimoted liobility in respect of onnuol leove occrued
on the bolonce sheet dote.
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3. GOVERNMENT GRANTS

4. OTHER INCOME

5. STAFF EXPENSES

4,176,453

2010/11

2011/2012 2O1Ol11
Kshs Kshs

150,000,000 r 60,000,000Government Gronts-recurrent expenditure

50,000,000 200,000,000Government Gronts-tronsoction Advisory costs

2011/12 2010/11

Kshs Kshs

46,858,760lnterest income
105,500 639,000Sole of tender documents
106,562Goin on sole of Motor vehicle

1,467,270Other income

2011112
KshsKshs

50,192,65245,726,544Bosic solories
7,993,333 9,459,839House ollowonce

960,000 950,000Remunerotive ollowonce
808,042 883,1 36Leove ollowonce

17,323Acting ollowonce
420,000 420,000Responsibility Allowonce

2,452,000 2,943,968Commuter Allowonce
59,000 62,000Employer contribution to NSSF

16,354,94010,614,063Grotuity
7,539,8023,523,425Medicol Scheme

53,800 222,991Domestic trovel & occommodotion

7,225 6,488Foreign trovel & occommodotion
10,441,334 13,183,847Troining expenses including copocity building

124,720135,688Purchose of uniforms & clothing

1,292,500 877,234Welfore expenses

,, #. 41{.
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Privotizotion Com mission Finonciol Stotements for The Yeor Ending 30il'June 20.I2

(o) Stoff expenses
o lncluded in the stoff expenses is Executive Director/CEO solory, ollowonces

ond grotuity omounting to Kshs I 5,669,791
. Bosic solories includes o provision for l3th Month solory for 2011112
. Grotuity expenses include o provision of 31% grotuity poyoble to oll stoff

for the period ending 30th June 2012 which omounted to Kshs 2.9 Million.

(b) The number of employees of the end of the yeor were

(i) By colegory

(ii) By Gender

6. BOARD EXPENSES

7. TRANSACTION ADVISORY SERVICES

The Tronsoction Advisory cost refers to the cost of hiring Tronsoction Advisory Services.
The totol funds received for the yeor of Kshs 50 Million ond the funds brought forword
omounting to kshs 2S4Million thot were directly reloted to Tronsoction Advisory Services

't, 
32
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2011112 2010111

Monogement stoff I ll
Other stoff r3 14

zentfiz 2010111
Mole 59% 62%
Femole 41%l 38%

?olt 112 2010t11
lGhr Kshs

Sitting ond Lunch ollowonce 7,018,000
Honororio 960,m 720,000
Directors fees 1,000,m5 4,000,000

Other Boords expenses 152,125 4,027,029

2011112 2010111

Kshs Kshs

Tronsoction Advisory services I 
,|,503,236

121,922,828



wos not fully utilized due to deloy in the opprovol of detoiled Privotizotion Proposols

hence the reloted deliverobles ond poyments. ln oddition there wos no Commission

Boord in ploce to opprove detoiled privotizotion proposol for submission to Porlioment.

Ihe unutilized bolonce is reflected in the surplus for the yeor ond is corried forword ond
held in the Cosh ond Bonk bolonces.

i3. OPERATING EXPENSES

2011/12 2010111

Kshs Kshs

Telephone expenses 1,076,132 1,273,659
lnternet connections 455,203 365,107

Courier & postol services 17,746 7 6,236
Publishing & printing services 9 r 5,350 246,893
Subscription to newspopers ond mogozines 295,219 264,540

Advertising, oworeness & publicity compoigns 1,403,419 4,008,541

Rent & rotes- non residentiol 4,117,226 3,890,292

Officiol eniertoinment 1,198,675 90s,674
lnsuronce costs 840,487 859,473
Generol office supplies 564,672 671 ,9',29

Supplies & occessories for computer & printers 214,654 400,785
Sonitory & cleoning moteriols 26,983 9,434
,3enerol consultoncy 5,355, r 66 5,70s,840

lRefined fuels & lubriconts 3s6,083 322,597

Bonk service commission ond chorges 60,899 | 44,238

Subscription ond donotions 68,667 372,334
Controcted guord ond cleoning services 559,448 683,583
t.egol expenses 284,516
\{ithholding tox 7,028,814 617,325
Steering Committee & stokeholders workshop
expenses

2,251,319 2,627,099

I'rlointeno nce expenses- Motor vehicle 89,287 r 00,78r

Azlointenonce expenses- Office furniture & fittings 3,450 47,950

Azlointenonce expenses- Office equipment 492,989 509,402

N4ointenonce expenses- lT equip & computers 571,506 842,636

lr,4ointeno nce expenses- buildings 123,567 128,433

Totol 28,371,477 25,074,88',|.
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Motor
Vehicles
Kshs.

Furniture
ond fittings
Kshs.

Equipment
Kshs.

Computers
Kshs.

Totols
Kshs

cosT/ vAtuATroN

At I't July 201 I 13,554,409 57,801,496 3,256,720 10,399,382 85,002,007

Additions during the yeor 273,400 1 5,1 20 2,499,371 2,787,891

Disposols during the yeor (747,500) (747,s00)

As ot 30.6.2012 12,806,909 58,074,896 3,277,U0 12,888,753 87,042,398

DEPRECIATION

1,145,734 9,395,243 3?,845,990As ot 1.07.1 1 8,806,924 21,498,079

Chorge for the Yeor 3,201,727 7,259,362 408,980 2,187,589 r 3,057,658

Dep on disposol (6s4,062) (6s4,062)

As o130.6.2012 ,354.589l1 28,757,41 r,554,714 10,582,843 52,249,587

NET BOOK VATUE

9. PROPERTY, PIANT AND EQUIPMENT
9A: Property, plont ond equipment os of 30th June 2012

Computers include Computers, printers ond other lT equipment worth kshs 6,326,000
thot hod been fully deprecioted os of 1't July 2011 . Although the items ore still useful
to the orgonizotion they were not revolued due to volotile chonges in informotion
technology.

98: Property, plont ond equipment os of 30th June 201 I

Motor
Vehicles
Kshs.

Furniture
ond fittings
Kshs.

Equipment
Kshs.

Computers

Kshs.

Totols

Kshs

cosT/ vAruATroN
At I't July 20]0 13,554,409 57,532,696 3,202,820 8,470,382 82,760,307

Additions
yeor

during the 268,800 53,900 I ,91 9,000 2,241,700

As qi30.6.2010 I3,554,40? 57,801,496 3,256,720 I0,389,382 85,002,007

DEPRECIATION

As ot 1 .07.,l0 5,418,322 14,272,892 738,644 4,932,126 25,361,984

Chorge for the Yeor 3,388,502 7,225,187 407,090 3,463,127 14,484,006

As qt 30.6.2011 8,806,924 21,498,07? 1,145,734 8,395,243 39,845,990
NET BOOK VATUE

As qt 30th June 20.lI 4,747,485 36,303,417 2,110,986 1,994,128 45,156,017

As of 30th June 20.l0 8, r 36,087 43,259,804 2,464,177 3,538,2s5 57,398,323
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IO.INTANGIBLE ASSETS

l0A: lntongible ossets os of 30"' .June 2012

cosT/ vAtuATroN Kshs.

At I't July 2Ol I 8,817,374

Additions during the yeor r 55,000

As ot 30.6.2011 8,972,374

AMORTIZAT!ON
As ot 1.07.1 I 5,8r r,583

Chorge for the Yeor 2,990,784

As ot 30.6.2012 8,902,367

NET BOOK VATUE

As of 30th June 2012 170,007

As of 3Oth June 201 I 3,005,791

lntongible ossets relote to ocquisition of on lntegroted Finonciol monogement
lnformotion system, Microsoft office 2007, Windows XP, Corel Drow Grophics suite ond
Acrobot reoders licenses.

lrJB: lntongible ossets os of 30rh June 20l I

COST/ VALUATION Kshs.

r\t 1" July 2010 8,617,374

Additionol during the yeor 200,000

As o130.6.201I 8,817,374

AMORTIZATION

As ot 1 .02.10 2,872,4s8

Chorge for the Yeor 2,939,125

As o130.6.201I 5,811,583

NET BOOK VALUE

As of 30th June 20l I 3,005,791

As of 30th June 2010 5,744,916

lnrongible ossets relote to ocquisition of on lntegroted Finonciol monogement

ln1'ormotion system, Microsoft office 2007, Windows XP, Development of Website, Corel

Drow Grophics suite ond Acrobot reoders licenses.

I I. TRADE AND OTHER RECEIVABLES

2011/12 2010111
Kshs Kshs

Stoff loon/odvonces 53,893 177,303

lnterest receivoble r,408,438 1 ,109,704
1,462,331 1,287,N7Totol
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12. INVENTORIES

lnventories comprise of stores consumobles items whose turnover is very high. First

in first out voluotion method is used ond the inventories ore stoted in the finonciol
stotements of cost.

The inventories held of the end of the finonciol yeor were clossified os follows:

2O11/12 2O1Ol11

Kshs. Kshs.

Stotionery 515,755 443,07 5

Accessories for computers ond printers 137,625 182,960

Detergents ond cleoning moteriols 3,500

Totol 656,880 626,035

I3. CASH AND BANK BATANCES

Short-term coll deposits were invested in KCB ond Co-operotive Bonks

14. REVENUE RESERVE

I5. CAPITAL GRANTS

2011/12 2O1Ol11

Kshs. Kshs.

Copitol Gronts 3,276,200 3,276,200

Totol 3,276,200 3,276,200

Copitol gronts relote to fixed ossets donoted to Privotizotion Commission during the
yeor 2008/2009.

2011/12 2O1O/11
Kshs. Kshs.

Cosh in Hond 41,970 20,479
Cosh of Bonk 58,98r,283 87,426,835
Short-term coll deposit 320,000,000 200,000,000
Totol 379,023,253 287,4/.7,314

2011 112 2010/11
Kshs. Kshs.

Opening Bolonce 283,053,999 202,345,353

Surplus for the yeor 105,814,852 80,708,646

Closlng Bolonce 388,868,851 283,053,999
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I6. TRADE AND OTHER PAYABTES

2011/12 2O1O/11

Kshs. Kshs.

Trode creditors 1,448,728 14,548,7 61

Provisions 22,511 ,507 36,643,204

Totol 23,960,235 51,191,165

17. CONTINGENTTIABITITI

The Commission hos o pending court cose where by it hos been sued by the former
internol Audit Monoger Esther Wongeci Ngeru for wrongful terminotion of her services.

This is os per IAS 37.

I8. COMPARATIVES

Where necessory, comporotive figures hove been odjusted to conform to chonges in

presentotion in the current yeor.

I9. INCORPORATION

The Commission is o body Corporote estoblished under the Privotizotion Act 2005

20. CURRENCY

The finonciol stotements ore presented in Kenyo Shillings (Kshs).

'1,7
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STATEMENT OF ASSETS AND LIABILITIES

During the flnonciol yeor, no Stote Corporotion wos privotized
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