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KEI{YA BROADCASTI NG CORPORATIOiI

@@o
STATEMENT OF DIRECTORS R.ESPONSIBILITIES

The corporation's Act requires the directors to prepare financial statements for each financial year which give atrue and fair view of the state of the financial affairs of the corporation as at the end of the financial year and itsoperating results for that period.

It also requires the directors to ensure the corporation keeps proper accounting records that disclose with
reasonable accuracy the financial position of the corporation.

They are also responsible for safeguarding the assets of the corporation and hence taking reasonable steps forthe prevention and detection of fraud and other irregulalities.

The Directors accept responsibility for the annual financial statements and in preparing those financial
statements, they are required to:

(i)

(ii)

(iii)

(iv)

(v)

CHARLES MUOKI
CHAIRMAN

Select suitable accounting policies and then apply them consistently;
Make judgments and estimates that are reasonable and prudent;
Ensure conformity with the intemational accounting standards;
Ensure conformity with the international financial reporting standards;
Prepare the financial statements on the going concern basisunless it is inappropriate to presume

that the Authority will continue in operation.

The Directors are ofthe opinion thar the financial statements give a true and fair view of the financial affairsofthe corporation and its operating results.They further accept responsibility for the maintenance ofaccounting
records' which may be relied upon in the preparation ofthe financial statements as well as adequate systemsof intemal operation.

Nothing has come to the attention of the directors to indicate that the corporation will not remain a going
concem for at least the next twelve months from the date of this statement.

DAVID W. WAWERU

CHIEF EXECUTIVE
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REPUBLIC OF KENYA
Tel: +254 -20-342330

Fax:+ 254-20-311482
Email:cag@kenyaweb.com

P.O. Box: 30084-00100
NAIROBI

KENYA NATIONAL AUDIT OFFICE

REPoRToFTHECoNTROLLERANDAIJDIToRGENERALoNTHEFINANCIAL
STATEMENTS OF THE KENYA BROADCASTING CORPORATION FOR THE YEAR ENDED

30 JUNE 2OO7

I have audited the financial statements ofKenya Broadcasting Corporation for the year ended 30 June 2007

set out on pages 4 to 14 which comprise the balance sheet as at 30 June 2007, the income statement'

statement ofchanges in equity and cash flow statement for the year then ended, and a summary of

significant accounting policies and other explanatory notes in accordance with the provisions of 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

Directors' Responsibility for the Financial Stetements

The directors are responsible for the preparation offinancial statements \ /hich give a true and fair v-iew of

the Corporation's state ofaffairs and its operating results in accordance with the Intemational Financial

Reporting Standards. This responsibility includes: designing, implementing and maintaining intemal controls

relevant to the preparation and fair presentation offinancial statements that are fiee from material

misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies; and

making accounting estimates that are reasonable in the circumstances'

Responsibility of the Controlter end Auditor Generel

My responsibility is to express an independent opinion on the financial statements based on the audit. The

audit was conducted in accordance with the Intemational Standards on Auditing. Those standards require

compliance with ethical requirements and that the audit be planned and performed with a view to obtaining

reasonable assurance that the financial statements are liee fiom 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 auditor's judgement, including the assessment

of the risks of material misstatement of the financial statements, whether due to fiaud or error. In making

those risk assessments, the auditor considers intemal controls relevant to the entity's preparation and fair

presentation ofthe financial statements in order to design audit procedures that are appropriate in the

circumstances, but not for the purpose ofexpressing an opinion on the effectiveness of the Corporation's

intemal controls. An audit also includes evaluating the appropriateness ofaccounting policies used and the

reasonableness ofaccounting estimates made by the directors, as well as evaluating the overall presentation

of the financial statements. I believe the audit provides a reasonable basis for my opinion.
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1. Going Concern

The balance sheet as at 30 June 2007 reflects negative working capital ofKshs. 12,228,224.797 and a negative
net worth of Kshs. 14,926,450,080. Further, the income and expenditure account shows a cle ficit of Kshs. I ,
451,987J02 (2006-Kshs. 1,210,619,381), which brought the cumulative deficit to Kshs. t5,854,93 j,670. The
Corporation was unable to service its current maturity of G.O.K loan amounting to Kshs. l l,l l3.l l0,675 and
couid not remit statutory deductions totatling Kshs. 113,587,425, to various institutions thus exposing the
Corporation to hnes and penalties which have not been provided for in these financial statements. The
Corporatlon is therefore technically insolvent and its continued existence as a going concem is dependent
upon the financial support by its creditors and the Govemmant.

2. Cash and Bank Balances

lncluded in the balance sheet cash and cash equivalents balance ofKshs. 210,119,990 as a1 30 June 2007 are
KCB bank account, balances for Nakuru, Kisumu, Maralal and Eldama Ravine of Kshs. 17 ,413,290.90 Dr
Kshs. 12,045.95 Cr, Kshs. 23,957 .05 and Kshs. 4,151 .95 whose cash books were not produced for audit
verification. Further the cash and cash equivalents balance includes Citi Bank account No. 0300079001 cash
book balance of kshs. I 8, 102,127 .45 Dr which was at variance with the bank reconciliation statement balance
of Kshs. 10,130,817.30 Dr by an unreconciled amount of Kshs. 7,971,310.15. Under the circumstances it was
not possible to confirm the accuracy and validity ofthe cash and cash equivalents balance of
Kshs. 210,I19,990 as at 30 June 2007.

3. Inaccuracies in the Financial Statements

Audit ofthe financial statements balances as at 30 June 2007 revealed unreconciled variances between the
financial statements balances and supporting schedules balances as follows:

Item

I

Net trade debtors

Stocks

Cash and cash

Equivalent at end year

Financial
Statements balance
(Kshs.)

553,444,614

61,385,597

Supporting
Schedules balance
(Kshs.)

45s,907,8't6

77 ,877,882

\ariance

(Kshs.)

97,536,338

16,492,285

2 10,I 19,990 I,466,159,73s t,256.039.745

No efforts have been made by management to reconcile the two sets olrecords. In the circumstances, it was not
possible to confirm the accuracy of the above balances reflected in the financial statements as at 30 June 2007.
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Opinion

Except for the forgoing reservations, in my opinion, proper books ofaccount have been kept and the financial
statemcnts give a true and fair view of the state ofaffairs ofthe Corporation as at 30 June 2007 and of its loss and

cash flows for the year then ended in accordance with the Kenya Broadcasting Corporation Act, (Cap 221 ofthe
laws of Kenya)

P N. KOMORA, C.B.S

CONTROLLER AND AUDITOR GENERAL

Nairobi

25 February 2008
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ASSETS

NON-

Property, plant and Equipment

Investment

CI.JRRENTASSETS

Stocks

Debtors

Cash & Cash Equivalent

TOTAL ASSETS

EOUITY & IABILITIES
Net Equity

Profit & Loss account

NON {URRENT LIABILITIES
OECF (Japan) Loan

CURRENT LIABILITIES
GOK Loan

Creditors

TOTAL EQUITY & LIABILI'TIES

SIGNED BY:-

MR. CHARLES MUOKI

MR. DAVID WAWERLI

KENYA BROADCASTING CORPORATION
BALANCE SHEET

AS AT 3OTH JUNE 2 7

Notes 2006t2007

Kshs.

ASSETS

2,6 3,3t3,919,574

400,000

4

5

7

3

l0

3,3 14,-119.574

61,38s,597

589,O'74,307

210, I I 9,990

860.579,894

4.t74.899.468

928,487,590

( r 5.854.937,670)

( 14.926,4s0,080)

6.0 12.544,857

l l.l l3, t 10.67s

1,9'75,694,016

2005/2006

Kshs.

3.411,780,il5

400,000

-r,412,1E0,645

7 1,961,044

478,7 fi,197

3'76,663,408

927 33s 649

4,339,516,294

928.487,590

( 14.378,358,878)

( t-1,449,871,288)

6.284,352.806

9,658,787,226

1,846,247 ,550

I I,505,034,776

4.339,516.294

r/ r/o1
DATE

DATE,. l lor (oa

It

9

ll
1-1.08tt,804,691

4.t'74,899,468

CHAIRMAN

MANAGING DIRECTOR

CORPORATION SECRETARY

4

7' / luot
MR HEZEKIELOIRA DATE



KENYA BROADCASTING CORPORATION

Statement of changes in Equity

Net Equity

(Kshs.)

928,487,s90

928,487,s90

928.487.590

Profit and Loss A./C

(Kshs.)

( 14,378,3s8,878)

( l ,45 1,987,502)

( l 5,830,346,380)

( 14,378,3s8,878)

Total

(Kshs.)

(13,449,87t,288)Opening Balance

Deficit

As at 30-06-2007

As at 30-06-2006

1.45 l - 7.502)(

( r4.90r.8s8.790)

( 13.449.871.288)

5
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KENYA BROADCASTING CORPORATION
CASH FLOW STATEMENT

FOR THE }'EAR ENDED 3OTH JUNE 2OO7

200611t7

Kshs.Cash flow from operating activities

Loss for the year

Adjustments lbr:
Prior year

lnterest

Drvidend

Depreciation

Foreign exchange gain

Provision for bad debts

Interest on GOK Loan

Operating Gain /Loss before working capital changes

lncrease/Decrease in Debtors

lncrease/Decrease in stocks

Increase in Creditors

Increase in GOK Loan

Net cash flow from operating activities

eagh flow from investing activities

Purchasc of flxed assets

Dividends

Interest

\,let calh 0oLfrom iLye$in€actu{tlict

Cash flow from li lliutclng ctivities

Japanese ioan

Net cash flow tiom linancing activities

Net increase/decrease in cash and cash equivalent

Cash & L'ash equivalent at thc beginning

Cash & cash cquivalent at the end

( 1.45 r.e87.502)

(4,486,667)

(90.000.000)

268.088.286

?3.291,646

I.l tr2,5 I 5,500

(72.s18,736)

( l r0.-r6-3.1r0)

5 I .440.91 t
1,29.146.466

1,454.32-1..14?

1,452,268.980

( r52.691,875)
q0.000"000

4.486.667

l.-19.1.06-1.77 I

2005i06

Kshs.

(I.2r0.6r9,38I)

( 1.s06.803,506)

G 1.65s)

( 112.000,000)

:97.262.746

397.323

21.753.t41

!.!!q12ry9?
( l,340,s70,930)

).257,433

(4.995.621 )

119,612,847

t.l 86,470,402

.11,74t),.19-1

(163.185,010)

132,000.000

3 I .655

-<96,l -18

244,247.231

132,416,t77

376.663.40n

6

( t66.s43,418)

376.663,408

210, l 19,990

I

I



KENYA BROADCASTING CORPORATION
INCOME AND EXPENDITUREACCOUNT
r.oR THE YEAR ENDED 3OTH JUNE 2OO7

Dividend income
Total ross rncome

NOTES 200612001 200512006

INCOME KSHS KSHS
296,517,817 226,546,366

Advertisin Television 417 ,391,'.I45 266,468,316

Casual & Funcral 22,356,202 ?-0,227,357

TechnicaI services 83.536,193 s9,996,770

536,194 623,236

14,983.568
(),136,215

-1 90.000.000 132,000,000

925,322,378 '714,998,260

EXPENDITURE
Board ex enses I 1,576.863 6.t26.484

Personnel emolument 477.714.555 438,492,789

lnsurance eltllum 9.227,063 I 1.558,370

Trans ort o rat ex CNSES t I ,964,108 17.277,703

Travellin & Accommodation Ex NSES I 8,3 10,391 t3,422,117

Official entertainment 4,879,752 2,691,180

Seminars & Conf'erences 121,180

Fees & Commissions t1 ,461,220 5,540,542

Postal & Tele ltls 1515 451

Maintenance of Plant & MachinerY t7,4s2,164
Financial char CS e(l) | ,185,367 ,45'l

14p02,002
r .187,843,310

Telephone expenses I0,959.570 i0,914,798

Electrici , Water & Conservanc 108.074.597 )6,232,029

Training I .981 ,697 'i,232,405

Purchase of consumable Store 1.t28.729

Printin & Statione 10)5 7q5

Advertisin & Publici I 6,983,185

5,246,409
4,235,t01

15,630,511

Rent& rates 1,172,2'78 4,3'73,095

Unifonns & Clothin r It7.807 l16.583

A ellc comllllsslon fr4,58l ,038 s6,463,002
72,938,3t7 84,079,826

Pro e tel hone lines 2t.90'7.642 9.875.635

1.526,847 669,11 I

2 268,081r.286 297,262.746

Mainlenance land & Buildin S 5,028,232 3,048,998

Bad Debts vrslon 5 23.291.646 24,7s3,141
4,003,740 7,003.000

ASK show' 669.627 643.706

Licensin () 385,220

News duction 8, I 37,1 96 t,543,812

Exchan e loss 0 397,323

TOTAL EXPENDITURE 2,377,309,880 2,325.617.641

S lus/ Detlcit t{ (1,4s1,987,502) ( 1,610,61 9.38 I )

7
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Miscellaneous income

Advertising Radio

Greeting cards

I t.ato.ott

Proqramme production exPenses

Miscellineous & other charges

Depreciation

Media Survey



KENYA BROADCASTIN G CORPORATION

FOR THE YEAR ENDED 30 TH JUNE 2OO7

NOTES 2006t2007

Kshs

925J22,378

2005t2006

Kshs

l,l 14,998,260Operating income

Less : operating expenses

Operating income/ loss

Less:

Depreciation

Bad debts provision

Net income/ loss

1 085 929 947 003 601 7542

iI
I

't
(2

5

8

( t,l60,607,s70)

(268,088.2 86)

(23,291,64t,,

015_rp!?faa

(888,603,494)

I

8

INCOME & EXPENDITURE SUMMARY

(297,262,746)

(24,753,141)

{u!_4,0_12i!t)
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THEACCOT]NTS FOR THE YEAR ENDED 3OTH JI]NE 2OO7

Accounting Basis

The accounts have been prepared under the historical cost basis ofaccounting.

Depreciation

Depreciation is provided for on the cost/ valuation of assets on reducing balance method with

effect from I July 1998.

(i) A full year depreciation charges is provided for on fixed assets acquired at least nine (9)

months prior to the end of the financial year.

(ii) The corporation equipments are divided into ten (10) classes listed below and depreciated

at the rates shown against each class.

I

2

L. Land & Building
2. Plant & Machinery
3. TransmitterEquipment
4. Studio Equipment

5. OB Equipment

6. Portable Equipment

7. Programmes Links
8. Fumitue & Fittings
9. Motor Vehicle

10. Offrce Equipment

2.0o/o

6.5%

10.0%

10.0o/o

t0.o%
10.0%

6.0%

12.5%

20.004

t2.s%

3

I

Investment
The corporation owns 407o of the shareholding in Multichoice, which manages KBC Channel 2

Television. The shares are valued at cost.

9

ASSETS CLASS DEPRECIATION RATE
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a. Stocks

The stocks at the end ofthe financial year were valued at the lower ofcost and net realizable val. r.;

They are comprised of

I

I
(

61,385,597 7 t,961,O44

The management is making arrangement to dispose offthe obsolete stocks. The provision for obsolete

stock is 20 percent of the total stocks.

5. Debtors

The credit policy is strictly enforced though some clients default. Authority has to be obtained from

the Board of Directors for any write off after exhausting on chances of uncollectability.

The current debtors are comprised of:

Stocks

Less provision for obsolete stocks

Trade Debtors

Less provision for bad debt

Imprest

Advances to staff: Salary advance

Car Advance .

Prepayments

2006t2007

KSHS.

'/6,731,996

(t5,346,399\

2006t2007

KSHS.

756,61 6,608

(203,17 t,994)

553,444,,614

s,708,662

8,494,213

14,314,101

7,|2,'.717

s89,074,307

200st2006

KSHS.

7 t,961,044

2005/2006

KSHS.

63 I ,616,695

t'79 880 348

451,736,347

1,t2,097

6,496,38s

t7,826,291

1,540,077

478,711,197

l
'1

I

i
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5, Fixed assets

N/B

(i) The corporation shafl update the value of its assets standing in its books of accormts
during any accounting year by enhancing the assets by appropriate factors determined by
itself.

(ii) Provided the physical valuation offixed assets shall be done at least once in every five (5)
vears or a lesser period as management may decide.

(iii) The charges ofdepreciation to the income and expenditure accounts shalr be based on
updated values of assets.

7. Cash And Equivalent

This is comprised of

i

I
I

Bank account

Petty Cash

8. Profit & Loss accounts

Balance B/F

Profit for the year

Profit C/F

200(,t2007

KSHS.

210,093,585

26,405

210,n9 ,990

200st2006

KSHS.

376,517,746

145 662

200st2006

KSHS.

(13,t61 ,739,497)

( l,210,619,38 t )

9. G.O.K Loan

The corporation undertook Radio MW Modernization project under the Japanese Loan guaranteed
by the G.o.k. However, due to its inabirity to meet roan repayment obligation, the corporation
requests Treasury to pay, once the Treasury pays, it treats it as a loan to KBC and therefore expects
reimbursement with interest at market rates. The total accumulated amount paid on behalf of KBC
by Treasury amounts to Kshs. 4,297,633,66g. This is broken down as follows:_

ll

2006t2007

KSIIS.

( 14,402,9s0, 168)

(1 ,45 t ,987 ,s0z\
(15,854,937,670)

376,663,408

(14,37EJsE,87E)



YEAR

twm93
ilr93l94
1994195

t995196
1t996/97

1997/98

t998199

t99912000

200012001

200l/2002

200212003

200312004

200412005

200512006

200612007

TOTAL

(i)

YEAR

AMOUNT PAID

KSHS.

I 33,91 I ,587

208,705,936

l6s,1s0,778

194,427,248

1'14,094,156

117,074,545

43t,617 ,05t
797,090,896

NIL
881,094,743

702,824,823

159,833,955

NIL
NIL

27r,807,948

15,417,006

I
{

4,291,633,668

Treasury has charged interest ofKshs' 6,815,477,006 in the year on the loan repaid by itself on

behalfofKBC.Thisinteresthasbeenchargedovertheyearasfollows:.

INTEREST CHARGE
KSHS

5'1,r09,6f4

127,13',7,301

1'79,085,437

113,434,820

150,220,149

t72,753,171
11< )11 1)q

329,832,369

499,058,076

624,238,969

8'16,480,456

1,031,713,393

1,186,470,402

l ,l 82,5 I 5,500

i
1993194

't994195

1995196

1996/97

t99'.7198

1998/99

1999/2000

2000/2001

200v20n2

2002t2003

20031200/.

200412005

200512006

2006/2007

TOTAL 6,E

t2

i
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10. OECF Loan (Japan)

Kenya broadcasting corporation Modernization project was mooted out ofstudy by the goverrrment in
1987' A request was sent to various donors for funding and the Japanese Government agreed to fi,od it
at Japanese Yen l5.,l4l billion (8,2g7,5g9,39g). The terms are as follows:_
l0 Years Grace period (19g9_June 1999)
20 Years Repayment period (t ggg_2}lg)

I I . Creditors

This is comprised of:

Trade creditors

V.A.T

Statutory Employees deduction

Medical

Insurance

Coop. shares

S.A.YE

Other deductions

Corporation tax
Other accrued liabilities

2006t2007

KSILS.
I,502,337.988

350,9s0.177

t 09,905,865

25,338

80/.,228

12,000

2,281,798

3,681,560

s,695,062

1,975,694,016

2005t20iM

KSHS.

1,434,6t0,479

300,520,830

96,328,249

2,6s7,970

224,760

4,268,279

7,000

1,906,263

3,681 ,s60

2,042,160

1,u6,247,550

t3
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