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ENTITY INFORMATION AND MANAGEMENT

information

Communications Authority of Kenya was incorporated/ established in 1998 by an Act of

liament through Kenya Information and Communications Act, 1998 (Cap 4llA). The

is domiciled in Kenya with its headquaners in CA Centre, Waiyaki Way and has

offices in Mombasa; Eldoret; Kisumu; and Nyeri.

(b) Activity

principal activity of the Authority is facilitating the development of the information and

sectors including; broadcasting, cybersecurity, multimedia,

unications, electronic corrmerce, postal and courier services on behalf of the

of Kenya. The Vision of the Authority is; A Digitally Transformed Nation. Its

is "Building a connected society through enabling regulation, pannership and

(c) Management

Authority's day-to-day management is under the following key organs

a) Board of Directors;

b) Director General; and

c) Head of Departments and Divisions

I

(a)
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KEY ENTITY INFORMATION AND MANAGEMENT (Continued)

(d) FiduciaryManagement

The key management personnel who held office during the financial year ended 30th June

2019 and who had direct fiduciary responsibility were:

No. Designation Name

I Director General Mr. Franci.s Wangusi

2 Director, Finance & Accounts CPA Joseph Kimanga

J Ag. Assistant Director, Procurement M/s. Jane Rotich

4 Director, Risk Management & Internal Audit CPA Rosalind Murithi

5

Director, Legal Services
Mr. John Omo retired on 31't

December 2019

Director, Legal Services
Ms. Mercy Wanjau effective

1't January 2019

6
Ag. Director Universal Service Obligation and

Funding
CPA. Maxwell Mosoti

7 Director, Human Capital & Administratlon Mr. Juma Kandie

8 Director, Frequency Spectrum Management Mr. Tom Olwero

9 Director, Licensing, Compliance & Standards Mr. Christopher Kemei

l0 Director, Competition, Tariffs & Market Analysis Mr. Matano Ndaro

1l Director, Consumer and Public Affairs Mr. Christopher Wambua

t2 Director, Multimedia Services Eng. Leo K. Boruett

l3 Director, Information and Technology Mr. Michael Katundu

t4 Assistant Director, Cyber Security and E-Commerce Mr. Vincent Ngundi

lll
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KEY ENTITY INFORMATION AND MANAGEMENT (Continued)

(e) Fiduciary Oversight Arrangements

The Board of Directors have the responsibility of acting in the best interest of the Authority.

They are expected to act with due professional care and make good decisions; ensuring there

is no conflict of interest. To enhance efficiency and effectiveness, the Board constituted 5

standing committees with clearly defined terms of reference relating to key areas of the

Authority. The committees operate on delegated authority without diluting the Board's

accountability

Finance Committee

The Finance Committee is established to give recommendations and advise the Board on

financial management strategies and objectives to foster growth and development of the

Authority.

Audit and Risk Committee

The Audit and Risk Committee is created to provide oversight by offering objective advice

and recommendations to the Board on whether the Authority's governance, risk management,

and internal control processes are suitably designed and working as intended to achieve

objectives. The membership is Non-executive/independent board members.

Staff and Administration Committee

The Staff and Administration Committee is established mainly to give'recommendations and

advise to the Board on personnel matters, policies and procedures and on issues of

administration of the assets of the Authority.

Technical Committee

The Technical Committee is established mainly to give recommendations and advise to the

Board on Technical and Regulatory matters in the ICT sector.

Broadcasting Standards Committee

The Broadcasting Standards Committee is established to give recommendations and advise to

the Board on all broadcasting matters.

IV
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(e) 's Headquarters

P O Box 14448 - 00800

Centre

aiyaki Way

bi, KENYA

(f) thority's Contacts

(2s4) 703 042 000

: info@ca.go.ke

ebsite: www.ca.go.ke

G) s Bankers

Kenya Commercial Bank

Sarit Centre Branch

P O Box 30081

Nairobi, 00800

Nairobi, Kenya

Co-operative Bank of Kenya

Westlands Branch

P.O. Box 66589

Nairobi, 00800

Nairobi, Kenya

CitibankNA Kenya

Head Office, Upper Hill

P.O Box 30071

Nairobi,00100

Nairobi, Kenya
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KEY INFORMATION AND MANAGEMENT (Continued)

Auditors

General

National Audit Office

versary Towers, University Way

P . Box 30084

P 00100

bi, Kenya

Legal Adviser

Attorney General

Law Office

Avenue

P O. Box 40112

Square 00200

bi, Kenya
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II. THE BOARD OF DIRECTORS

Mr Ngene B. Gituku; (Born in
1955) is the Chairman of the
Communications Authority of
Kenya (CA) Board of
Directors. He served as CA
chairman from 2014 to 2017,
prior to which he was the

Chairman of the defunct Communications
Commission of Kenya (now CA) for a period of
one and a half years.

He has served as Board member at Kenya
Broadcasting Corporation (KBC) and Kenya
Pipeline Company (KPC).

He holds a BSc. Degree in Mathematics and
Meteorology from the University of Nairobi and
Diploma in Marketing.

Mr. Gituku was re-appointed to the position on
l8th April 2018 for a three-year term.

Dr. Karanja Kibicho (Born
in 1967) is the Principal
Secretary State Department of
Interior.

He holds a doctorate in
Mechanical Engineering from

the University of Cape Town, South Africa, a
Masters of Science (MSc) degree in Mechanical
Engineering and a Bachelor of Science (BSc) in
Mechanical Engineering.

Dr. Kibicho has taught in various institutions of
higher learning, including Jomo Kenyatta
University of Agriculture and Technology
(JKUAT) where he served as the chairman and
senior lecturer in the department of Mechanical
Engineering. He has served as an external
examiner at the University of Dares Salaam,
visiting lecturer at the Central University of
Technology, Free State, South Africa and a part-
time Lecturer at the University of Cape Town.

Mr. Francis Wangusi,
MBS; (Born in 1958) is the
Director General of the
Communications Authority
of Kenya (CA). He has been
in the position since 2012
and currently serving his

second term. Mr. Wangusi has over 33 years'
experience in the ICT sector. He has presided
over landmark projects that have revolutionized
the sector, the most recent being the successful
transition to digital broadcasting in Kenya. He
has previously served as Director in the
departments of Broadcasting and Licensing
Compliance & Standards respectively at CA.
Mr. Wangusi is currently pursuing a PhD in
Management. He holds a Masters Degree in
Space Sciences (Satellite Communications);
BSc degree (Telecommunications Engineering);
Charted Engineer-UK Certificate and Global
Executive Masters Degree in Business
Administration (GEMBA).

Mr. Jerome Ochieng is

the Principal Secretary
for ICT and Innovation.
Until his appointment,
Mr. Ochieng was the
Director of the
Integrated Financial
Management
Information System

(IFMIS) at the National Treasury and a

member, Board of Directors at the Information,
Communication Authority.
Mr. Ochieng has 17 years' work experience in
the field of information and communication
technology in the Public Service. Mr. Ochien'g
has also served as ICT Manager with Public
Procurement Oversight Authority for 6 years.
He holds a Masters' Degree in Information
Engineering from the University of the
Ryukyus, Okinawa, Japan. He is a registered
fellow of the Computer Society of Kenya and a
Licentiate Member of the Institute of
Management Information Systems (IMIS), UK.

vll
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Dr. Kamau Thugge is the
Principal Secretary al the
National Treasury. He was
appointed to this position on
7'h June 2013. He serves in
the Communications
Authority of Kenya Board in
his capacity as Principal

Secretary at the National Treasury

Dr. Thugge holds a Doctorate of Philosophy (PhD)
in Economics from Johns Hopkins University,
Master in Economics from Johns Hopkins
University, USA and Bachelors of Arts
(Economics) from Colorado College, USA

Mr. Paul Kukubo, MBS
(Born in 1967) is a consultant
with vast experience in the
local and regional ICT sector.

Mr. Kukubo holds Global
MBA from United States

international University (USIU-Africa) and a

Bachelor of Arts in Economics and Sociology
from the University of Nairobi. A former chairman
of the Marketing Society of Kenya, Mr. Kukubo is
also a member of the International Association of
Business Analysis and has previously served a
chairman of the National ICT Master Plan
committee, the Task Force on Creative Industries
and a board member of Multimedia University.

He was appointed to the Communication Authority
of Kenya (CA)'s board on 29th April 2016 for a

period of three years and exited CA Board upon
expiry of the term on 29th April 2019. He served as

the Chairperson of Technical committee.

Mr. David Kitur (Born
in 1963) is businessman
and an engineer with
interests in the
technology industry. He
is the Executive Director
of Microlan Africa.

He has vast experience
in the ICT industry having worked as an

engineer at the then Voice of Kenya (now
KBC), Kenya Railways, Kenya Power, Amarco
and Umeme Services. He holds a Master of
Science (MSc.) degreE in Software Systems
Technology from Sheffreld University, UK and
a BSc. in Electrical and Electronics Engineering
from the University of Nairobi.

Mr.Kitur has attended short courses in Public
Procurement and Corporate Governance,
among others. He was appointed to the CA
Board on 29th April 2016 tbr a term of three
years and exited CA Board upon expiry of the
term on 29th April 2019.

Mr. Christopher Guyo
(Born in 1967) is a seasoned
Human Resource
professional with over 22
years' experience. He has
vast experience in Oil & Gas
lndustry (Caltex/Chevron

Oil Kenya Ltd and Kenya Petroleum
Refineries) and Banking sector (Barclays Bank,
Dib Bank Kenya and Postbank) having served
in various senior management capacities. He is
curently the Senior Technical Advisor to the
CS - Labour and Social Protection.

He holds MBA in Human Resource
Management from the. University of Nairobi
and currently pursuing his Doctor in Business
Administration at the Catholic University of
Eastern Africa.

He also holds a Bachelor of Education (Arts)
degree from Moi University, Higher National
Diploma in HRM, and Practitioners Diploma in
Executive Coaching from Academy of
Executive Coaching and an Advanced
Certificate in Strategic HR Management from

,g
t-.
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tr

Mr. Mugambi Nandi (Born
in 1971) is an advocate of
the High Court of Kenya,
with many years' experience
in corporate and commercial
law. He is the Senior Partner
at KN Law LLP, Advocates
& Notaries Public, where he

acquisitions, private equity, capital market
transactions and energy law. He was cited as a
Recognized Practitioner in Corporate and
Commercial Law rankings for Kenya by Chambers
Global in2017 and 2018.He holds a Bachelor of
Laws degree and a Master of Business
Administration degree from the University of
Nairobi, and a Diploma in Financial Management
from the ACCA.

He currently sits on a number of boards, including
Mayfair Bank Limited. He has previously served
on the Boards of the Privatization Commission,
Seriani Asset Managers Limited and Council fbr
Kenyatta University. He was appointed to the
Board of Communications Authority of Kenya in
April 2016 for a period of three years and exited
CA Board upon expiry of the term on 29th April
2019.

Cornell University, USA.

He was appointed to the CA board on 29th
April 2016 for a period of three years and
exited CA Board on resignation in September
2018. He served as the Chairperson of Staff
and Administration Committee until September
2018.

Ms. Patricia Kimama
(Born in 1973) has over 20
years' experience in career
spanning the banking,
telecommunication and
water industries. She has
held roles in business
transformation, project,

She is currently the Transformation Lead at the
Commercial Bank of Africa where she is
charged with the responsibility of driving and
implementing a legacy-setting strategic
transformation project for the CBA Group.

She holds' a Masters in Business
Administration (Strategic Management) from
Daystar University, a Masters Certificate in
Project Management from George Washington
University as well as Senior Management
Leadership training from Strathmore
University. She was appointed to the CA Board
on 29th April 2016 for a period of three years
and exited CA Board upon expiry of the term
on 29'h April 2019. She served as the
Chairperson Staff and Administration
committee from October 2018.

specializes in mergers &. sales, service and operational management.

I

I
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Prof. Levi Obonyo (Born in
1966) is an Associate
Professor of Communication
and Media Studies, and also
the Dean of the School of
Communication, Language
and Performing Arts at
Daystar University.

Prof. Obonyo holds a PhD in Mass media and
Communications from Temple University
Philadelphia, USA. He also holds a Postgraduate
Diploma in Tertiary Education from
Potchefstroom University for Christian Higher
Education, South Africa.

He is a former Chairman of the Media Council of
Kenya. He currently serves as a member of the
Advisory Council to Kenya National Commission
to I-INESCO (KNATCOM) specializing on
communications.

He joined the CA Board in May 2014 and
reappointed in29th April 2016 for a fur"ther term
of three years and exited CA Board upon expiry of
the term on 29th April 2019. He served as the
Chairperson of Finance committee.
ALTERNATE BOARD DIRECTORS

Mr. Peter Wanjohi (Born
in 1965) is the alternate
Director to the Principal
Secretary, Interior and
Coordination of National
Government. He is a

holder of MBA in Ethno-
Musicology from
University of South Africa

(LNISA) and a Bachelor Business Administration
degree from New Port University. He has
extensive experience in planning and coordinating
international, regional and local conferences as the
current Director of State functions.

He has also been a member of several committees
such as member of Kenya Vision 2030, National
Communication Dissemination Strategy and also a
member of the Task force on restructuring of
Human Resource requirement of the perrnanent

x

Ms. Kentice Tikolo,
OGW (Born in 1964) is a

communications expen
with over l5 years'
experience in Strategic
Corporate Communications
and Public Relations.

She is the founder and
Managing Director of Impact Africa Limited, a

strategic Public Relations & Communications
firm, based in Nairobi, Kenya. Prior to going to
private business, Ms. Tikolo worked at the
Kenya Wildlife Service as the Head of
Corporate Communications.

Ms. Tikolo holds a Master of Science degree in
Public Relations from the University of Stirling
in Scotland, and a first degree in Education
from Kenyatta University.

She was appointed to the Communications
Authority of Kenya's Board on29th April 2016
for a period of three years and exited CA Board
upon expiry of the term on 29th April 2019. She
served as the Chairperson of Audit and Risk
Management committee.

Ms. Judy Munyinyi
Mumo (Born in 1971) is
the Acting Secretary for
Information and the
altemate to the Principal
Secretary, State
Department of
Broadcasting and
Telecommunications,

Ministry of Information, Communications and
Technology (ICT), at the CA Board.

She has over 13 years experience in
communication, spec'ifically in Government
communication, print media, broadcast media,
digital media and development communication.

Until her appointment to the current position,
Ms. Munyinyi was Director of Research in the
Presidential Strategic Communications Unit
(PSCU), based at State House, Nairobi.
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Presidential Music Commission, 2006.

Mr. War{ohi was appointed on 7th February 2018

Ms. Munyinyi holds a Bachelor's Degree from
Daystar University and is currently pursuing her
Masters in Diplomacy and International Studies
at the University of Nairobi.

Mr. Festus King'ori (Born in 1963) is the Alternate to the Principal
SecretaryAtrational Treasury. He holds a Bachelor of Commerce degree from
the University of Nairobi and is finalizing an MBA from JKUAT.

He also holds a post graduate certificate in Investment Appraisal and
Management from Harvard University, among others.

He has also undergone extensive training in general management, strategic
leadership and financial management.

He has extensive experience in public policy, panicularly with regard to public
investments, gained form local and international institutions, having worked on secondment by the
GoK to the World Bank.

Mr. Kingori was appointed on 1Oth May 2011.

\
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to
III. MANAGEMENT TEAM

Mr. Francis Wangusi,
MBS is the Director
General of the
Communications Authority
of Kenya.

Mr. Wangusi is currently
pursuing a PhD in

Managoment. He holds a Masters Degree in Space

Sciences (Satellite Communications); BSc degree
(Telecolnmunications Engineering); Charted
Engine0r-UK Certificate and Global Executive
Masters Degree in Business Administration
(GEMBA).

CPA Joseph Kimanga is the
Director, Finance & Accounts,
at the Communications
Authority of Kenya.

He holds a Masters degree in
Business Administration
(Finance) and a Bachelor of
Education (Arts) degree in

& Business Studies. He is a Certified
Public Accountant of Kenya-CPA (K)

Mr. Christopher Kemei is
the Director, Licensing,
Compliance and Standards at
the Communications
Authority of Kenya.

M/s Mercy Wanjau is
the Director, Legal
Services at the
Communications
Authority of Kenya.
Mercy is a graduate of
the University of
Nairobi (LLB) Hons.,
University of Cape

Town (LLM) and the Strathmore Business
School (AMP). She is a Certified
Governance Auditor with ICPSK, an
associate of the Chartered Institute of
Arbitrators and an advocate of the High
Court of Kenya.

She has previously served as a non-executive
director at the ICT Board and the Council of
Multi Media' University. Currently, she
serves on the Board of Trustees for SOS
Villages Kenya. She is also an Eisenhower
Fellow (USA).

Mr. Juma Kandie is
the Director, Human
Capital &
Administration at the
Communications
Authority of Kenya.

He holds Msc. in
Human Resource Management, a Bachelor
of Commerce degree as well as a Post
Graduate Certificate in Strategy.

Mr. Tom Olwero is the
Director, Frequency
Spectrum Management
at the Communications
Authority of Kenya.

He holds a B.Sc. rn
Electrical Engineering

and a Masters' of Business Administration
(Management).

He holds an
Operational

Msc.in

l
/!

I

Telecommunications, and Bsc.in Physics
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Mr. Matano Ndaro is the
Director, Competition, Tariffs
and Market Analysis at the
Communications Authority of
Kenya.

He is currently pursuing a

Maters of Business
Administration degree and holds a Bachelor of
Arts degree in Economics and a Post Graduate
Diploma in Regulation of Telecommunications.

Mr. Michael Katundu is
the Director, Information
Technology and Enterprise
Resource Management at
the Communications
Authority of Kenya.

He is a holder of a MSc. in
Computer Science and a

BSc.in Computer Science.

Mrs. Jane Rotich is the Ag.
Assistant Director,
Procurement at the
Communications Authority
of Kenya (CA).

She holds a Masters degree
in Business Administration (Strategic
Procurement), a Masters degree in Business
Administration; Bachelor of Arts degree and a

Postgraduate diploma in Purchasing and Supplies.

Mr. Christopher
Wambua is the Director,
Consumer and Public
Affairs at the
Communications
Authority of Kenya.

He holds a master's
degree in International Studies, a

postgraduate diploma in Mass
Communications, a post-graduate diploma in
Public Relations from the Chartered Institute
of Public Relations and a degree in
Education.

CPA. Rosalind
Murithi is the Director,
Risk Management and
Internal Audit at the
Communication
Authority of Kenya.

She holds a Master of Business
Administration, and Bachelor of Commerce
Degree. She is a Certified Public Accountant
of Kenya - CPA (K).

Mr. Vincent Ngundi
is the Assistant
Director, Cyber
Security and E-
Commerce at the
Communications
Authority of Kenya

(CA). He holds a Bachelor of Science degree
in Computer Science, and a Global
Executive MBA.

Eng. Leo K. Boruett is the
Director, Multimedia services.
He holds a MPhil Degree in
Information Engineering; BSc
Degree in Electrical and
Electronics Engineering;
Registered Professional
Engineer-EBK; and Executive

Mr. John Omo is the
Director, Legal
Services at the
Communications
Authority of Kenya.

He holds a Masters of
Laws degree, a

Bachelors of Law degree as well as

Diplomas in Law and.Legal Practice Ethics.
Mr. Omo retired on 31't December 2018.

ct

L.r

Masters Degree in Business Administration
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CPA Maxwell Mogaka Mosoti is the Ag. Director, Universal Service
Obligation and Funding at the Communications Authority of Kenya (CA). He
is Certified Public Accountant of Kenya and has been a registered member of
the Institute of Certified Public Accountant (ICPAK) for over 18years. He has

over 29 years' experience in financial management, financial reporting and
budgeting management.
Mr. Mosoti holds a Master of Science in Finance degree from the University
of Nairobi. He also holds a Bachelor of Business Administration degree and
has also attended several courses in in financial management, leadership and

management of public finances and financial reporting.
He is currently the Chairman of the Business Process Reengineering and Automation Committee
(BPRAC). He is also Chairman of the CCK Staff retirement pension benefits scheme. He was also
nominated as an advisor to the Public Sector Accounting Standard Committee of ICPAK. He also
holds other community leadership position.
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IV. CHAIRMAN'S STATEMENT

I am pleased to present to you, on behalf of the Board of Directors, Management and Staff of the

Communications Authority of Kenya, the Annual Report for the year ended 3Oth June, 2019. This is

in accordance with Section 22 (l) of the Kenya Information and Communications Act, 1998.

The Authority is the regulator of the Infbrmation and Communications Technology (lCT) sector, a

key enabler of gromh in all other sectors of the economy and one of the foundations of national

transformation in the Vision 2030. The Authority is committed to supporting the realization of

Vision 2030 that aims to create "a globally competitive and prosperous country with a high quality

of life by 2030". The Authority, in the first year of implementation of its strategic plan for the

period 2018- 2023, facilitated rapid growth of the ICT sector and supported the realization of the

Government's Big 4 Agenda by fast-tracking ICT related regulatory and universal access initiatives.

These initiatives supported access to universal health services: grouh of the manufbcturing sector;

access to affordable housing, and achievement of food and nutrition security for all.

The Authority continued to ensure the achievement of universal access to ICT services by the

citizens, institutions and businesses in Kenya, by implement the Education Broadband and The

Voice Infrastructure Projects. These were geared towards bridging the gap in the provision of ICT

services in the country. Additionally, The Authority continued to implement forward-looking

regulation to foster competitive and efficient markets in the ICT sector. A competitive and robust

ICT sector contributes to the national economy, and has the potential to transform traditional

economies into digital economies.

The Authority has a responsibility to enhance online security, by addressing the threat of the rapid

evolution of the global cyber threat landscape, which is fueled by cyber attackers ever evolving

schemes. In this regard, the Authority enhanced the capabilities of the National KE-CIRT/CC,

broadened multi-stakeholder engagement, undertook technical training for the local Sector

Computer Incident Response Team (CIRTs), and promoted a national culture of cyber security

through various public awareness and engagement activities. These initiatives enhanced Kenya's

proactive response to cyber threats.

xv
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S STATEMENT (continued)

is committed towards transformation of the lives of Kenyans through the continuous

of an enabling environment for provision of quality ICT services. This will greatly

benefit as well as further the growth and increased contribution of the sector towards the

s GDP.

the guidance of the Board of Directors, leadership of the Management Committee and

of members of Staff of the Authority for their resilience to deliver and the

thereof. I look forward to an even more exhilarating 2019-20 in the ICT sector.

Mr. N Gituku

of the Board

The

I

t
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V. REPORT OF THE DIRECTOR GENERAL

The year under review has seen noticeable changes in the country's ICT sector, key among them

being the introduction of a new numbering level (0100) with a capacity of 100 billion numbers to

cater for the envisioned Machine-to-Machine services. Ten million numbers in this new numbering

level were assigned.

In cognizance of its role to enable seamless interconnectivity amongst telecommunication service

providers and provision of end-user services. The Authority assigned nine mobile National

Destination Codes (NDCs) to facilitate mobile telephony services, as well as one Central Office

Code (CoC) for fixed telephony services. Other resources assigned included fbur (4) Short Codes

and one Mobile Network Code fbr data services.

In order to increase competition among the service providers, as well as increase the customer

choice, wallet-to-wallet interoperability of person-to-person (P2P) mobile money transfer was

launched in Kenya. This enables customers of a mobile service provider to receive money sent to

them from customers of a diff'erent service provider, directly into their mobile wallets.

During the year, more Kenyans continued to access ICT services with mobile telephony subscribers

rising to 52,168,066 from 45,568,924 recorded in the previous year. This represented a growth rate

of 14.48 per cent, which is slightly higher than 13.2 per cent exhibited in the previous year. The

total broadband subscriptions grew by 8.08 percent to stand at 22.2 million up fiom 20.5 million

recorded in the previous year. Mobile broadband and fixed broadband subscriptions grew by 8 per

cent and 42 per cent, respectively.

Globally, mobile-cellular subscriptions grew from 7.81 billion in 2017 to 8.16 billion in 2018,

which is equivalent to 107.0 subscriptions per 100 inhabitants. This was largely driven by

significant growth in subscriptions in Asia-Pacific and Commonwealth of Independent States.

In a bid to promote the use and adoption of the dot KE country code top-level domain (ccTLD), the

Authority, in consultation with the industry developed a Restricted and Reserved Name List

(RRNL) fbr the Dot KE country code Top-Level Domain (ccTLD) namespace. This is aimed at

curbing abusive domain name registrations, which may facilitate brand and identity theft among

other forms of cybercrime.
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REPORT OF THE DIRECTOR GENERAL (Continued)

As the number of people accessing the internet grows, the number of cyber security incidences is

also on the rise. During the year, the Authority undertook various activities aimed at enhancing the

national cyber readiness and resilience. This entailed among others, the enhancement of the

capabilities of the National KE-CIRT/CC, broadening multi-stakeholder engagement, technical

training for the local Sector Computer Incident Response Team (CIRTs), and promoting a national

culture of cyber security through various public awareness and engagement activities.

In its effort to empower consumers, the Authority availed consumer advisory information targeting

users of mobile, internet and postal and courier services. In addition, the Authority availed

information on e-waste and guidelines fbr the Child Online Protection (COP). The Authority also

held a County ICT Consumer Forum dubbed 'Kikao Kikuu ' in Kisumu County. This forum

provided a platform to engage ICT service providers, consumers of ICT and the County

Government.

To guide its operations for the next five years, the Authority finalized the development of its 4th

Strategic Plan 2018-23 .The Strategic Plan which re-focuses the Authority's strategic direction fbr

the period 2018-23 is aligned to the Vision 2030, MTP III, Big Four Agenda, Africa Union Agenda

2063 and the United Nations (LN) Sustainable Development Goals (SDGs).

In conclusion, the year under review has been one of accomplishment for the ICT industry. These

achievements would not have been possible without the Authority's dedicated statf and partners. I

also wish to express my gratitude to the Authority's Board of Directors and the Ministry of

Information, Communications and Technology for their continued support.

Mercy Wanjau
Ag. Director - General
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L
VI. CORPORATEGOVERNANCESTATEMENT

The Board and management of the Communications Authority of Kenya (CA) is committed to

maintaining the highest standards of corporate governance. This statement describes how

CA's Board has applied the principles set out in The Code of Governance fbr State

Corporations (Mwongozo), State Corporations Act, Cap.556 Laws of Kenya, the Kenya

Information and Communications Act and other relevant laws. The Board is collectively

responsible for the long term success of CA as a regulator. Its role is essentially threefold - to

provide leadership, to oversee management and to ensure that the CA achieves its mandate.

Good corporate governance enables effective and effrcient decision making and gives a

sffuctural aid for the Directors to discharge their duty to promote the success of CA as a

regulator of the ICT sector, taking into account the interest of all stakeholders. Effective

governance is achieved through a combination of strong policies, process and structures,

underpinned by the right values and culture. The Board recognizes that for governance to be

effective, it must be realized through leadership and collaboration, with the Board at the helm

leading by example to compliment the senior management. The Board has complied with the

provisions of the Mwongozo Code of Governance for public corporations as indicated below:-

THE BOARD

BOARD COMPOSITION, APPOINTMENT AND SIZE

The size, composition and appointments of the Members of the Board are prescribed in the

Kenya Information and Communications Act. The Communications Authority Board

comprises of eleven (11) members, seven of whom are competitively recruited. The President

appoints the Chairperson of the Board. The other three members are the Principal Secretaries

from the Ministry of Infbrmation Communications & Technology, The National Treasury and

Ministry of Interior and Coordination of National Government. The Current Board

Chairperson Mr Ben Ngene Gituku was reappointed as the Board Chairperson on 18th April

2018. The members are appointed by the Cabinet Secretary and the appointments are gazetted.

Each member serves fbr a maximum of two terms of (3) years each. The Director-General of

the CA also serves as an ex-officio member of the Board with no voting rights.
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CORPORATE GOVERNANCE STATEMENT (Continued)

The Board is well composed in terms of range and diversity of skills, knowledge, d5e,

competencies, gender and experience in various sectors, which makes it eff'ective and provides

an appropriate balance fbr the oversight and achievement of the Board's mandate and long-

term goals. The Board is composed of eight (8) male directors and three (3) female directors.

A member of the Board may resign or vacate office under the conditions stipulated in the

Kenya Infbrmation and Communications Act and Mwongozo. The Board may recommend the

removal of a member based on non-performance, gross misconduct, non-attendance of

meetings, unethical conduct or as set out in any constitutive documents or applicable law. The

term of 6 Board members expired on 29th April 2019 while one Director resigned in

September 2018. The said Directors are yet to be replaced.

INDEPENDENCE AND SEPARATION OF ROLES & RESPONSIBILITIES

The roles and responsibilities of the Chairperson of the Board and the Director-General

remain distinct and separate which ensures a balance of power of authority and checks and

balances. The Board sets out the strategic direction of the organization, oversees

implementation of policies and evaluates the performance of CA. The Chairperson provides

overall leadership to the Board without limiting the principles of collective responsibility fbr

Board's decisions. His roles are clearly set out in the Board charler.

BOARD RESPONSIBILITIES
The principal role and responsibility of the Board is that of establishing the long-term goals of

the Authority and ensuring that efl'ective plans are developed and implemented within a

commonly agreed organizational structure. The Board is charged with the fbllowing

responsibilities:-

a) Exercising leadership, enterprise, integrity and judgement in directing the Authority;

b) Determining the vision, purpose and values of the Authority;

c) Developing a strategy to achieve the Authority's purpose and to implement its values

to ensure that it survives and thrives;

d) Putting in place policies and structures including organization systems, technology and

staff to achieve the Authority's purpose and objectives;
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f e) Identifying and managing of key risk areas by overseeing the implementation of

adequate control systems and relevant compliance with the law, governance,

accounting and auditing standards;

D Setting targets, monitoring performance and determining the key performance

indicators of the Authority;

g) Exercising objective judgment, independent from management but with sufficient

management information;

h) Ensuring the preparation of annual financial statements and reports, communication,

and disclosure of information to the stakeholders.

i) Guiding the implementation of strategic decisions and actions and advising

management as appropriate;

j) Determining the broad policies of the Board including policies on the frequency,

purpose, conduct and duration of its meetings and those of its Committees;

k) Assessing its performance and effectiveness as a whole, and that of individual

directors, including the Director-General;

l) Ensuring that procedures and practices are in place to protect the Authority's assets

and reputation;

m) Ensuring that the Authority has developed succession and exit plans for its senior

management;

n) Ensuring that the Authority has developed effective corporate social and

environmental responsibility programmes;

o) Regularly reviewing processes and procedures to ensure the effectiveness of the

Authority's internal systems of control;

p) Meeting at least once a quarter as circumstances may require and disclosing in the

annual repon the number of board and comminee meetings held in the year and the

details ofattendance ofeach director; and

q) Review, evaluate and approve the overall organizational structure, the assignment of

senior management responsibilities and plans for senior management development and

successlon.
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CORPORATE GOVERNANCE STATEMENT (Continued)

BOARD AND BOARD COMMITTEE MEETINGS
The Kenya Infbrmation and Communication Act empowers the Board to create standing as

well as ad hoc committees depending on the need and the prevailing circumstances. This is

also in line with statutory and corporate governance best practice requirements. The quorum

tbr Board meetings is seven members excluding the Director-General. In case of non-

attendance of a member due to other commitments, such infbrmation is communicated to the

chairperson and the secretary prior to the date of the scheduled meeting. If the chairperson is

absent, the members present shall appoint one of their members to preside over the meetings.

BOARD COMMITTEES AND RESPONSIBILITIES
The Board has delegated certain functions to well-structured committees but without

abdicating its own responsibilities. The Board has developed a committee structure that assists

in the execution of its duties, powers and authorities. Each committee is guided by prescribed

Terms of Reference contained within the Board Charter. The Committees are appropriately

constituted drawing membership from amongst Board members with appropriate skills and

experience.

The committees operate transparently and also conduct themselves within the rules and

procedures set out by the Board. Reports of matters deliberated by the Committees are

presented to the Board by the respective chairpersons at the preceding board meeting. The

Board Committees are Finance Committee, StafT and Administration Committee, Technical

Committee, Broadcasting Standards Committee and Board Audit & Risk Committee.

Finance Committee
The Finance Committee is established mainly to give recommendations and advise the Board

on financial risk management strategies and objectives to foster growth and development in

the Authority. Prior to reconstitution of Board Committees on 26th April 2018, the Finance

Committee was previously Finance & Risk Management Committee.
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CORPORATE GOVERNANCE STATEMENT (Continued)

Staff and Administration Committee
The Staff and Administration Committee is established mainly to give recommendations and

advise to the Board on personnel matters, policies and procedures and on issues of

administration of the assets of the Authority.

Technical Committee
The Technical Committee is established mainly to give recommendations and advise to the

Board on Technical and Regulatory matters in the ICT sector.

Broadcasting Standards Committee
The Broadcasting Standards Committee is established mainly to give recommendations and

advise to the Board on all broadcasting matters.

Audit & Risk Management Committee
The Audit Committee is created to provide oversight by offering objective advice and

recommendations to the Board on whether the Authority's governance, risk management, and

internal control processes are suitably designed and working as intended to achieve objectives.

Prior to reconstitution of Board Committees on 26th April 2018, the Audit & Risk

Management Committee was previously the Audit Committee.

BOARD CHARTER AND WORK-PLAN

A Board charter is a policy document that clearly defrnes the respective roles, responsibilities

and authorities of the Board of Directors, both individually and collectively and management

in setting the direction, the management and the control of the Authority. The Authority has in

place a Board charter. The Board Charter is closely aligned with the strategic objectives of the

Authority and the same is constantly reviewed in order to raise the director's awareness of the

Authority's overall policy framework.

Board members prepare an annual work plan. The work plan focuses at a mlnlmum on a

review of the management's implementation of strategies, policies and plans; risk assessment

and management, budgeting and financial management, quality assurance processes, Board

evaluation, governance and compliance, competence development fbr its members; strategic

planning, amongst others.
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CORPORATE GOVERNANCE STATEMENT (Continued)

BOARD INDUCTION AND TRAINING

Board Induction
A Board induction is a structured way of providing new Board, Members with all the

information and support they need to be confident and productive in their new role. On

appointment, Directors have the benefit of an induction programme aimed at deepening their

understanding of the Authority and the business environment and markets in which the

Authority operates. The induction entails background materials, meeting with senior

management and visits to the Authority's facilities.

For the financial year under review the Board was able to induct two new appointees to the

Board; Mr Festus Kingori appointed as an alternate director to the Principal Secretary in the

ministry for the time being responsible fbr finance and Mr Peter Wanjohi who was appointed

as the alternate director to the Principal Secretary, Interior and Coordination of National

Government.

Board Training
Management ensures that a competence needs assessment is carried out and an annual

development programme is carried out fbr the Board members. The Board receives

briefing/training on programs aimed at enhancing their understanding of the Enterprise Risk

Management, Iaw/regulations, business and political environment in which the Authority

operates. The Board members attended various training and development programs in risk

management, telecommunications. corporate governance and participated in various policy

meetings and conferences to ensure they update their skills, knowledge, build partnerships and

keep abreast with the developments in industry from other jurisdictions.

CONFLICT OF INTEREST
Board members are required to inform the Board of conflicts or potential conflicts of interest

they may have in relation to particular items of business. Board members are required to

abstain from discussions or decisions on matters in which they have an interest, unless

resolved otherwise by the remaining members of the Board. The Board Secretary maintains a

register of the conflict of interests declared, fbr accountability purposes.
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CORPORATE GOVERNANCE STATEMENT (Continued)

BOARD EFFECTIVENESS AND EVALUATION
In order to assess and improve the capacity, functionality and effectiveness of the Board and

its committees, an annual evaluation is undertaken within the widely accepted principles of

corporate governance. Each Board member monitors and assesses the collective performance

of the Board as well as the performance of individual directors and the Director-General. The

evaluation reviews the General orientation of the Board, Board structure/composition,

selection, appointment, induction, development, rotation and succession of directors, Board

effectiveness, strategic direction, stewardship of resources, assessing performance, risk

management, legal compliance and accountability.

BOARD REMUNERATION
Remuneration of members of the Board is guided by section 10 (1) the State Corporations Act,

Cap 446 and the Kenya Information and Communications Act, 1998. Remuneration includes

sitting allowances or other remuneration as the Board may, within the scales of remuneration

specified from time to time by the State Corporations Advisory Committee and the Salaries

and Remuneration Commission, approve. The Chairman is paid a monthly honorarium and

each Director is paid directors' fees once the Authority's accounts fbr the year have been

audited and with concurrence with the National Treasury. The allowances of the Board

Members are paid out of the funds of the Authority.

ETHICS AND CONDUCT
The Board of Directors has a Code of Conduct that governs the activities, behaviour and

conduct of directors. Members of the Board as well, owe the Authority a fiduciary duty to act

honestly and in the best interest of the Board. The Board provides effective leadership based

on ethical foundation and ensures all deliberations, decisions and actions are based on the

Board's core values underpinning good governance.

SUCCESSION PLANNING
Succession Planning is vitally important for ensuring the continued success of the Authority,

in identifying and developing the talent which will fill critical roles in the future, or in times of

crisis. Succession planning by definition, is critical to ensure that key positions, if suddenly

vacant, can be filled by qualified candidates. This can be done by identifying talent internally,

that can be coached, nurtured and trained to step into the said slots when the opportunity

presents its self.
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CO TE GOVERNANCE STATEMENT (Continued)

Board has put in place a succession plan to ensure smooth transition with the least

of disruption in case a position becomes vacant. There is a succession plan in place

the Director-General and other senior management staff. The Authority has engaged the

authority with a view of staggering the appointment for Board Members in future.

ANCE AUDIT
govemance audit of state corporations is facilitated by the State Corporations Advisory

on an annual basis. The purpose of the Audit is to ensure that the Authority

to the highest standards of good govemance. The Authority as well on its own

engages consultants to conduct a Legal and Governance Audit of the Authority to

its compliance with the law.
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VII STATEMENT OF RISK MANAGEMENT AND INTERNAL CONTROL SYSTEMS
The Authority's Board is charged with the responsibility of ensuring that management

maintains an eft'ective system of risk management and internal controls fbr reviewing its

effectiveness. This system is designed to manage the risk of failure to achieve the Authority's

objectives and to provide reasonable assurance against material misstatement or loss.

Risk Management

The Authority updated and continued to implement its Risk Management Policy Framework

which clearly defines the oversight responsibilities of the Board Audit and Risk Committee

who are supported by the Management Committee chaired by the Director General and

support functions including lnternal Auditors and Risk Champions to enable effective risk

identification, evaluation and management. The Authority also ensured the procedures and

risk registers were reviewed and aligned to the current strategic plan and objectives. Training

was also conducted to the Board, Management and StafTon risk management practices.

The Authority is exposed to a variety of risks that could have financial, strategic and

operational impact on our organizational perfbrmance, reputation and operations. The Board is

committed to ensuring embedding of risk management into the daily operations of the

Authority from setting of strategic objectives, to financial planning and through to

departmental activities aimed at ensuring the Authority achieves its strategic objectives.

Internal Control Systems

Intemal controls are processes designed to provide reasonable assurance regarding the

achievement of objectives, relating to efficiency and effectiveness of operations, reliability of

financial reporting, and compliance with applicable laws and regulations.

The Authority's Senior Management has the responsibility of proper stewardship of State

resources. To achieve this, they have put in place systems of internal control, which include

approved policies and procedures that detail the operational and financial controls in place.

These systems are not a periodic compliance exercise, but fbrm an integral part of the

Authority's day-to-day business processes. This helps in ensuring that the Authority's assets

are saf-eguarded, transactions are authorized and accurately recorded and that any material

errors and irregularities are either prevented or detected within reasonable time.
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VI[. MANAGEMENT DISCUSSION AND ANALYSIS

Operational and financial performance

The Authority continued to discharge its mandate of regulating and'facilitating the development of

the Information and Communications sectors including; broadcasting, multimedia,

telecommunications, electronic commerce, postal and courier services; through licensing and

issuance of frequencies.

As at 30th June 2019, the total Revenue earned was Kshs. 9.38 billion against a revised budget of

Kshs. 9.02 billion. This represents a positive variance of 5o/o. The income of the Authority is

majorly earned from Frequency utilization fees and Annual operating license fees, which account

for 80% and 15oZ respectively; of the amount earned as at the end of the year. These revenue

streams are invoiced at the beginning of the financial year. Interest Income is the third revenue

source contributing 5% of the total income earned as at end of the year.

The total Operating Expenditure for the period ended 30th June 2019 was Kshs.4.12 billion

compared to a budget of 4.30 billion. The resultant surplus was is Kshs.5.26 billion.

Compliance with statutory requirements

The Authority has complied with statutory requirements and there are no known non-compliance

issues that may expose the Authority to potential contingent liabilities. There are ongoing litigations

out of the ordinary course of the business of the Authority. The litigations are part heard and

accordingly, no contingent liabilities are anticipated in respect of the same that may be quantified;

except for the following:

i. High Court Civil Case No. 2071 of 2000: M-Link Communications Limited vs. CCK &

Telkom Kenya Limited. The plaintiff is seeking damages based on a Trial Agreement with

the defunct.

The directors believe, based on the information currently available, that the legal matter above is not

likely to have material effect on the results of the Authority's operations, financial position or

liquidity. Therefore, no contingent provision has been made in the financial statements.

xxvllr



I

Communications Authority of Kenya
Draft Annual Report and Financial Statements
For the year ended June 30, 2019

MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

Key projects

The Authority's projects for the F/Y 20l8ll9 are aimed at facilitating the Authority achieve its

mandate. These projects were budgeted for and their budget allocations approved by the CA Board

of Directors and subsequently by the National Treasury. Funding of these prqiects is from internally

generated funds and are therefore sustainable. AII the projects are aimed at meeting the 3'd Strategic

plan 2018-2023.

Some of the major projects initiated during the year 20l8l19 include.

No. Name of the Project Link to Strategic Plan Amount

Kshs. (000)

449,995Strategic Objective:

Enhance Institutional

Capacity and Performance;

Expand Spectrum

Management systems and

tools for increased

compliance

Strategic Objective:

Modernizing Internal

Systems and Processes

Strategic Objective;

Ensure Quality ICT Systems

and Services

87,1,93

40,940

Supply, Delivery, Installation,

Training and Commissioning of

Radio Spectrum Monitoring and

Direction finding

Supply Installation And

Configuration Of A High

Availability Enterprise Class

Storage

Supply, Delivery, Installation,

Configuration and Maintenance of

IT Security Information and Event

Management

)

3.
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Major risks

The Authority developed and implemented the ERM framework as per guidelines based on ISO

31000 International Standard - Risk Management Principles and Treasury Circular No. 3.2009,

Institutional Risk Management Framework. Further in FY 20l8ll9 the authority undertook a risk

assessment review of the authority strategic/operational risks.

Arising from the Authority's risk management fiamework, the following are the major risks facing

the Authority:

External interference ;

Poor project management and implementation;

Low uptake of technology;

Non-compliance by licensees;

Cyber & information security threats;

Inordinate delay in legislative issues lLegal Framework;

Inadequate public awareness on CA's Mandate;

Weak governance systems e.g. Automation and integration;

Litigations;

Reputation risk and Perception; and

Lack of Business continuity plan in case of business disruption.

Materiel arrears in statutory/financial obligations

The Authority has continued to honour its financial obligations as and when they fall due.

Remittance of statutory deductions, payment for supplies, staff payments and payment of other dues

was done promptly; consequently, the Authority does not have material arrears as at 3Oth June 2019.

l.

ii.

iii.

iv.

vi.

vii.

viii.

ix.

x.

xi.
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t
Ix. CORPORATE SOCIAL RESPONSIBILITY STATEMENT

In executing its mandate, the Authority is committed to contributing to economic development

while improving the quality of life of local communities and the society at large.

The Authority, through its Corporate Social Responsibility and Sponsorship programmes,

invests in the community as a responsible corporate citizen. CA carries out CSR activities

related to the ICT sector as well as other areas as guided by the CSR policy.

The Authority supported a number of industry events including the East Africa Digital

Farmers Conference & Exhibition, Connected Kenya Summit, Media Council of Kenya's

Annual Journalism Excellence Awards (AJEA), Kalasha International Awards and the Annual

PR Summit and gala hosted by the Public Relations Society of Kenya (PRSK). The Authority

also sponsored the Western Kenya Creative Camp, an authoritative and dynamic art platform,

that brought together more than 50 Youth drawn fiom colleges and theatre groups within

Western Kenya region.

The creative Camp provides an advertising avenue for products and services, and is being

established as an authoritative industry platform with an eye for qualitative content, cultural

promotion, skills imparting presented in a manner so as to attract viewership and sales. CA

also supported Endarasha Secondary School through equipping their computer laboratory with

computers, printers, and internet connectivity. The Authority also supported a rehabilitation

initiative at Friends Boys High School, Namwela in Bungoma County and constructed two

classrooms at Meguarra Primary School in Kajiado County.

The Authority continued with its sponsorship of Talanta Football Club which provides a team

of 24 young men aged between 77 to 24 years with an opportunity to not only nurture their

talents but also make a living off their skills. During the year, the Authority supported social

causes through Mater Heart Run, an initiative meant to assist children with heart ailments.

Further, in recognition of Kenyan sports men and women, the Authority supported the Sports

Man of the Year Awards (SOYA). The Authority shall continue to forge public private sector

partnerships to ensure that it uplifts the society.
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X. REPORT OF THE DIRECTORS

The Directors submit their report together with the audited financial statements for the year

ended June 30, 2019, which show the state of the Authority's affairs.

Principal activities

The principal activity of the Authority is facilitating the development of the information and

communications sectors including; broadcasting, cybersecurity, multimedia,

telecommunications, electronic commerce, postal and courier services on behalf of the

Govemment of Kenya.

Results

The results ofthe entity for the year ended June 30, 2019 are set out on page I to 32

Directors

The members of the Board of Directors who served during the year are shown under part II

above. During the year Director Christopher Huka Resigned in September 2018 whereas

Directors Mugambi Nandi, David Kitur, Kentice Tikolo, Patricia Kimama, Prof Levy Obonyo

and Paul Kukubo ended on 29th April 2019 after serving for a term of (3) years since 29'h April

2016.

Dividends/Surplus remission

In accordance with Section 219 (2) of the Public Financial Management Act regulations,

regulatory entities shall remit into Consolidated Fund, ninety percent (90%) of its surplus funds

reported in the audited financial statements after the end of each financial year.

Auditors

The Auditor General is responsible for the statutory audit of the Communications Authority of

Kenya; in accordance with Public Audit Act 2015 section 3 which empowers the Auditor

General to appoint an auditor too audit on his behalf.

By Order of the Board

Ag. Director General

Nairobi

Date: 30th September 2019

\
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xI. STATEMENT OF DIRECTORS' RESPONSIBILITIES

Public Finance Management Act 2012 Section 84(O) of the Kenya Information and

Communications Act of 1998 (CAP 41 1A), and the Public Audit Act 2015, require the Directors to

prepare financial statements in respect of the Authority, which give a true and fair view of the state

of affairs of the Authority at the end of the f-rnancial yearlperiod. The Directors are also required to

ensure that the Authority keeps proper accounting records which disclose with reasonable accuracy

the operations of the Authority. The Directors are also responsible for safeguarding the assets and

funds of the Authority.

The Directors are responsible fbr the preparation and presentation of the Authority's frnancial

statements, which give a true and fair view of the state of affairs of the Authority as at the end of the

financial year (period) ended on June 30, 2019. This responsibility includes: (i) maintaining

adequate financial management arrangements and ensuring that these continue to be effective

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

reasonable accuracy at any time the financial position of the Authority; (iii) designing,

implementing and maintaining internal controls relevant to the preparation and fair presentation of

the financial statements, and ensuring that they are free from material misstatements, whether due

to error or fraud; (iv) safeguarding the assets of the Authority; (v) selecting and applying

appropriate accounting policies; and (vi) making accounting estimates that are reasonable in the

circumstances.

The Directors accept responsibility for the Authority's financial statements, which have been

prepared using appropriate accounting policies supported by reasonable and prudent judgements and

estimates, in conformity with lntemational Public Sector Accounting Standards (IPSAS), and in the

manner required by the KICA Act, PFM act and the Public Audit Act. The Directors are of the

opinion that the Authority financial statements give a true and fair view of the state of Authority's

transactions during the financial year ended June 30. 2019, and of the Authority's financial position

as at that date. The Directors further confirm the completeness of the accounting records maintained

for the Authority, which have been relied upon in the preparation of the Authority's financial

statements as well as the adequacy of the systems of intemal financial control.
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OF DIRECTORS' RESPONSIBILITIES (Continued)

N has come to the attention of the Directors to indicate that the Authority will not remain a

gomg for at least the next twelve months from the date of this statement.

of the linancial statements

The s financial statements were approved by the Board on 30th September 2019 and signed

on lts by:

k*'
Ag General Director Finance & Accounts Board Chairman
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REPUBLIC OF KENYA

OFFICE OF THE AUOITOR GENERAL

Il n h u nt' i ttg A c'cou n tu hi I i ty

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-oo1oo

NAIROBI

REPORT OF THE AUDITOR.GENERAL ON COMMUNICATIONS AUTHORITY OF
KENYA FOR THE YEAR ENDED 30 JUNE 2019

REPORT ON THE FINANCIAL STATEMENTS

Adverse Opinion

I have audited the accompanying financial statements of Communications Authority of
Kenya set out on pages 1to79, which comprise the statement of financial position as at
30 June, 2019, the statement of financial performance, statement of changes in net
assets, statement of cash flows and statement of comparison of budget and actual
amounts for the year then ended, and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the PublicAuditAct,20l5. lhave obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

!n my opinion, because of the significance of the matters described in the Basis for
Adverse Opinion section of my report, the financial statements do not present fairly, the
financial position of the Communications Authority of Kenya as at 30 June, 2019, and of
its financial performance and its cash flows for the year then ended, in accordance with
lnternational Public Sector Accounting Standards (Accrual Basis) and do not comply with
the Kenya lnformation and Communications Act, Cap 411A of Laws of Kenya and the
Public Finance Management Act, 2012.

Basis for Adverse Opinion

1. Unexplained Restated Comparative Balances

The financial statements presented for audit includes restated comparative balances for
201812019 financial year as detailed below: -

t-$
)' '{.

Account details

Audited Balances
for the year Ended

30 June, 2018
(Kshs.)

Comparative
Balances in the

Financial Statements
(Kshs.)

Variance
(Kshs.)

Statement of Financial
Performance
License Fees 7,620,184,000 7,635,830,000 (15,646,000)

Finance lncome 1,298,357,000 1,297,301,000 1,056,000

Other lncome 70,000 596,000 (526,000)

Report of the Auditor-General on Communicqtions Authority of Kenya for the year ended 30 June, 201 9



Account details

Audited Balances
for the year Ended

30 June, 2018
(Kshs.)

Comparative
Balances in the

Financial Statements
(Kshs.)

Variance
(Kshs.)

Employee Costs 1,140,209,000 1,118,101,000 22,108,000

Remuneration of Directors 53,995,000 51,454,000 2,541,000
Depreciation and
Amortization

376,498,000 459,636,000 (83,138,000)

Repairs and Maintenance 204,835,000 271,357 ,000 (66,522,000)

General Expenses 1,928,358,000 2,096,823,000 (168,465,000)

Gain on sale Of Assets 783,000 774,000 9,000

Gain/Loss on foreign
Exchanqe Transactions

3,413,000 (1,782,000) 5,195,000

Bad Debts Recovered 86,639,000 (86,639,000)

Statement of Financial
Position
Cash and cash equivalents 12,903,177,000 12,896,166,000 7,011,000

Receivables from non-
exchanqe transactions

863,537,000 969,640,000 (106,103,000)

Receivables from
exchanqe transactions

574,798,000 574,792,000 6,000

Property, plant and
equipment

2,980,782,000 3,040,148,000 (59,366,000)

lntangible Assets 834,408,000 677,196,000 157,212,000

Provisional Dividend 4,068,151,000 3,890,870,000 177,281,000
Trade and Other Payables 897,145,000 1,054,018,000 (156,873,000)

Payments received in
advance

26,479,000 52,895,000 (26,416,000)

Accumulated surplus 12,422,963,000 12,418,194,000 4,769,000

The reasons for the restatements and details of the adjustments were not provided for
audit review. Further, the differences were not reconciled or explained.

Under the circumstances, the accuracy and validity of the balances reflected
financial statements for the year ended 30 June,2019 could not be confirmed.

2. Receivables from Non-Exchange Transactions

in the

As disclosed in Note 19 to the financial statements, the statement of financial position
reflects a balance of Kshs.1,112,216,000 under receivables from non-exchange
transactions as at 30 June, 2019. The following observations were made:-

2.1. Third Party Confirmations

During the year under review, a sample of 100 licensees were circularized but only four
responded. However, three respondents confirmed balances which differed with those in
the Authority's records as detailed below:

Report of the Auditor-General on Communications Authority of Kenya for the year ended 30 June, 20 I 9
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Debtor

Balance as per
Debtor Listing

(Kshs.)

Balance
Confirmed

(Kshs.)
Variance

(Kshs.)

Kenya Ports Authority 1,878,132 0 1,878,132

Telkom Kenya Limited 732,039,294 775,602,175 43,562,881

Smart Application I nternational
Limited

2,711,683 0 2,711,683

Total 736,629,109 775,602,175

No reconciliations or explanations have been provided for the above variances

Consequently, it was not be possible to confirm the accuracy and fair statement of the
reported receivables balance from exchange transactions of Kshs.1 ,112,216,000 as at
30 June, 2019.

2.2. Unsupported and Long Outstanding Debts

The receivables from non-exchange transactions balance of Kshs.1,112,216,000 is net
of accumulated provision for bad and doubtful debts of Kshs.1,176,170,000. However,
included in the latter balance is an amount of Kshs.318,413,690 relating to old debts
which have been outstanding for over 20 years. The balance further includes an
unsupported amount of Kshs.102,374,753 which has been outstanding from one of the
security agencies. Although the debts have been provided for, no documents were
provided to indicate how the Authority has been following up on the recovery of the debts.

ln view of the foregoing, the accuracy and validity of the provision for bad and doubtful
debts amounting to Kshs.1 ,176,170,000 as at 30 June, 2019 could not be confirmed.

3. Trade and Other Payables-Third Party Confirmation

The statement of financial position reflects a balance of Kshs.1 ,137,874,000 under trade
and other payables which, as disclosed in Note 24 to the financial statements, includes
trade payables of Kshs.268,414,000. The trade payables includes an amount of
Kshs.4,178,830 owed to a construction company as at 30 June, 2019. However,
confirmation from the construction company revealed that the Authority owed nothing as
at 30 June, 2019.

Under the circumstances, the accuracy, validity and propriety of trade and other payables
balance of Kshs.1,137,874,000 as at 30 June, 2019 could not be confirmed.

4. Revenue from Non-Exchange Transactions

The statement of financial performance reflects an amount of Kshs.8,525,314,000 being
revenue from non-exchange transactions which, as disclosed in Note 6 to the financial
statements, comprised of Kshs.7,111,816,000, Kshs.1 ,410,445,O00, Kshs.2,995,000 and
Kshs.58,000 in respect of annual frequency license fees, annual operating license fees,

Report of the Auditor-General on Communicotions Authority of Kenya for the year ended 30 June, 2019
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application fees, and approval and registration fees, respectively. However, it was
observed that forty (40) annual operating licenses for various operators invoiced at a total
of Kshs.106,018,499 were not based on the most recent financial statements of the
licensee.

Consequently, the accuracy and completeness of the reported revenue from non-
exchange transactions of Kshs.8,525,314,000 for the year ended 30 June, 2019 could
not be confirmed.

5. General Expenses

As disclosed in Note 14 to the financial statements, the statement of financial
performance reflects an expenditure of Kshs.1,962,978,000 in respect of general
expenses. The following unsatisfactory issues were observed:

5.1. Unsupported Consultancy Services

The expenditure of Kshs.1,962,978,000 under general expenses includes an amount of
Kshs.229,073,000 in respect of consultancy fees. Examination of this account indicated
that amounts of Kshs.14,750,000 and Kshs.3,360,409 were paid for digital forensic and
national addressing system and e-commerce trainings, respectively. However,
documents supporting the procurement method used in the selection of the service
providers were not provided for audit verification.

Consequently, the accuracy and propriety of the expenditure of Kshs.18,110,409 on
consultancy for the year ended 30 June,2019 could not be confirmed.

5.2. Corporate Affairs

The expenditure of Kshs.1,962,978,000 under general expenses also includes an amount
of Kshs.44,334,000 in respect of corporate affairs out of which an amount
Kshs.40,720,914 was paid as support for activities or sponsorship programmes that were
not in the work plan for the Corporate Affairs Department. However, the selection criteria
of the corporate affairs projects were not provided for audit review. Further, the amount
of Kshs.4O,720,916 was mis-posted to corporate affairs as there is a separate corporate
social responsibilities account under the general expenses.

ln view of the foregoing, the accuracy and propriety of the corporate affairs expenditure
of Kshs.44,334,000 for the year ended 30 June,2019 could not be confirmed.

6. Unresolved Prior Year Mafters

Various prior year audit issues, as detailed under the progress on follow up of auditor's
recommendations section of the financial statements remained unresolved as at
30 June, 2019. Management did not provide reasons for the delay in resolving the prior
year audit issues.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (!SSAls). I am independent of the Communication Authority of Kenya

Report of the Auditor-General on Communicotions Authority of Kenya for the year ended 30 June, 20 I 9

4



Management in accordance with ISSAI 130 on Code of Ethics. I have fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I believe
that the audit evidence ! have obtained is sufficient and appropriate to provide a basis for
my adverse audit opinion.

Key Audit Mafters

Key audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. I have determined that there were no
key audit matters to report in the year under review.

REPORT ON LAWFULNESS
RESOURCES

AND EFFECTIVENESS IN USE OF PUBLIC

Gonclusion

As required by Article 229(6\ of the Constitution, based on the audit procedures
performed, except for the matter described in the Basis for Conclusion on LaMulness and
Effectiveness in Use of Public Resources section of my report, I confirm that, nothing else
has come to my attention to cause me to believe that public resources have not been
applied lavrrfully and in an effective way.

Basis for Conclusion

Employee Costs-Acting Allowance

As disclosed in Note 10 to the financial statements, the statement of financial
performance reflects an expenditure of Kshs.1,196,080,000 under employee costs.
Examination of this account revealed that an amount of Kshs.15,000,000 was paid as
acting allowances for thirty-seven (37) officers who have been acting in positions that fell
vacant, with some dating far back as 2015. This is contrary to the Authority's Human
Resource Management Policy and labour laws which require one to serve in an acting
capacity for periods not exceeding six months.

Consequently, the validity of the acting allowance payments amounting to
Kshs.15,000,000 could not be confirmed.

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

comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govem them. I believe that the audit evidence I have obtained is sufficient and appropriate
to provide a basis for my conclusion.
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the matter described in the Basis for Conclusion on
Effectiveness of lnternal Controls Risk Management and Governance section of my
report, I confirm that, nothing else has come to my attention to cause me to believe that
internal controls, risk management and overall governance were not effective.

Basis for Conclusion

lnternal Audit-Limitation of Expertise

The Internal audit reports presented for audit review did not cover key areas like
broadcasting, frequency, broadband and lT, which represents the core business of the
Authority. Due to the nature of the Authority's business and being a technical sector, the
lnternal auditors appeared to be limited in the requisite technical expertise and may
therefore not give adequate and useful reports to guide in the operation of the Authority.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overallgovernance were
operating effectively, in all material respects. ! believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and the Board of Directors

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards
(Accrual Basis) and for maintaining effective internal control as Management determines
is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal control, risk management and overall governance.

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

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

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
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in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

The Board of Directors is responsible for overseeing the financial reporting process,
reviewing the effectiveness of how the Authority monitors compliance with relevant
legislative and regulatory requirements, ensuring that effective processes and systems
are in place to address key roles and responsibilities in relation to overall governance and
risk management, and ensuring the adequacy and effectiveness of the control
environment.

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with lSSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
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inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

a

a

a

a

a

a

o

Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances and for the purpose of
giving an assurance on the effectiveness of the Authority's internal control.

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

Conclude on the appropriateness of the Management's use of the applicable basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Authority's
ability to continue as a going concern or to sustain its services. lf I conclude that a
material uncertainty exists, I am required to draw attention in the auditor's report to
the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify my opinion. My conclusions are based on the audit evidence
obtained up to the date of my audit report. However, future events or conditions may
cause the Authority to cease to continue as a going concern or to sustain its services.

Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Authority to express an opinion on the financial statements.

Perform such other procedures as ! consider necessary in the circumstances

I communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that are identified during the audit.

I also provide Management with a statement that I have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships
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Communications Authority of Kenya
Draft Financial Statements
For the year ended June 30, 2019

X[. STATEMENT OF FINANCIAL PERFORMANCE
FOR THE YEAR ENDED 30 JUNE 2019

Note

7
20r9

Kshs'000

201 8

Restated
Kshs'000

2018

Audited
Kshs'000

Re ve nue fiom non-e xchange transactions
License Fees

Revenue fmm exchange transactions

Finance income

Rental Revenue fom frcilities

Other lncome

Total revenue

Expenses

Employee costs

Remmeration of Directors

Deprec iation and Amortization Expense

Repain and maintenance

General expenses

Provision for Bad & doutfi.rldebts

Total Expenses

Other gains(losses)
Gain on sale ofassets

Gair/(Loss) on foreigr exchange transactions

Bad Debts recovered/Reversal of Bad debt Provisions

Surplus forthe year

Remission to National Treasury

Net Surplus for the year

6 8,525,314 7,635,830 7,620,184

7

8

9

85 r,645

4,204

1,297,301

4,039

596

1,298,357

4,093

7093r2

858,780 1,301,937 1,302,519

9,384,094 8,937,767 8,922,703

r0

ll
t2

l3
t4
l5

l,196,080

38,3 85

407,042

284,025

1,962,978

279,254

t,t40,209
53,995

376,498

204,935

1,928,3 s8

702,837

l,l l8,l0l
5t,454

459,636

271,357

2,096,823

702,837

4,167,763 4,700,208 4,406,732

l6
17

r7(b)

28

4

I ,415
0

774

(1,782)

86,639

783

3,413

0

5,217,750

4,695,975

4,323,189 4,520,167

3,890,870 4,068,15I

521,775 432,319 452,017

The notes set out on pages 6 lo 32 form an integral part of these Financial Statements

1



Communications Authority of Kenya
Draft Financial Statements
For the year ended June 30, 2019

XIII.

ASSETS

Current Assets
Cash and cash equivalens

Receivab les liom non- exchange transactions

Receivables liom exchange transactions

Total Currtnt Assets

Non Currcnt Assets
Property. plant and equipment

lntangible Assets

Total N orCurr€nt Assets

TOTAL ASSETS

LIABILITIES
Current Liabilities
Provisional Dividend/Remittance S urplus
'frade and other Payables liom exchange transactions

Payments rcceived in advance

Total Cument Liabilities
TOTAL LIABILITIES

Net Assets

Owners Equity

Accumulated Surplus

Revaluation Reserve

Total Net assets and Liabilities

Ag. Director General

Name: Mercy Wanjau

Date: 3Oth September 2019

STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2019

Note

18

19

20

2019

Kshs'000

10.000.681

1 .112.216

646.3 86

20r 8

Restated
l(shs'000

20r 8

Audited
Kshs'000

r 2.896. r 66

969.640

574.792

12.903.t77

863.537

574.798

t 1.7 59.284 14.440.598 14,341.5t2

2t
22

19. r 98.932

752 r50

19,95 t,082

3,040. I 48 2.980,782

834,408677 t96
3,717,344 3,815, r 90

3l,710,366 18,157,942 18,156,702

23

24

25

26

26

27

8.586.845

t.t37.874
49.544

3,890.870

1.054.0 r8

52,895

4.068. r51

897. I 45

26.479

9.774.263 4,997,783 4,991.774

9,774,263 4,997,783 4,991,774

2 1 ,936,1 03 l3,l 60,1 59 13,164,928

7 41.965

5.r77.8r6
16,016.322

74t.965
12,418.t94

7 41.965

12.422.963

2l,936,103 13,160,159 13,164,927

The Financial Statements set out on pages 1 to 32 were signed on behalf of the Board of Directors
by,

k*'
Head of Finance

Name: Joseph M Kimanga
ICPAK Member No. 4341

Date: 30th September 2019

Chairman of the Board
Name: Ngene Gituku

Date: 30th September 2019
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Communications Authority of Kenya
Draft Annual Report and Financial Statements
For the ended June 30,2019

xIV STATEMENT OF CHANGES IN NET ASSETS
F'OR THE YEAR ENDED 30 JUNE 2019

Ownen
Equity

Note Kshs'000

Revaluation
Resewe
Kshs'000

Accumulated

Surplus

Kshs'000

Total
Reserves

Kshs'000

At July 1,2017 741,965 - 11,989,535 12,731,500

Surplus 4,520,167 4,520,167
Remmitance to Treasury - Paid (4,188,975) (4,1 88,975)

At 30 June 2018 741,,965 - 12,320,727 13,062,692

At July 1,,2017 Restated
Directors Fees

Surplus for the year

Remmitance to Treasury - Provision 23

741,965 11,989,415

(3,540)

4,323,189
(3,890,870)

12,731,500

(3,540)

4,323,189
(3,890,870)

At 30 June 2018 Restated 741,965 12,418,194 13,160,278

At July 1, 2018

Surplus for the year

Prior year adjustments

Remittarce to Treasury - Provision 23

Add itional Remmittance to Treas ury- Paid

Revaluation Surplus 27

741,965 12,,418,,194

5,217 ,7 50

237,848
(4,695,97 5)

(8,000,000)

13,160,278

5,217,750

237,848
(4,695,975)

(8,000,000)

16,016,32216,016,322

At 30 June 2019 741,965 16,016,322 5,177,917 21,936,103
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OF'CASH FLOWS
THE YEAR ENDED 30 JT]NE 2019

ACTIVITIES
Cesh ge rrted frony'(used in) Operrtions

to Tte Natbnal Treasury

Directors

Net gcne rrted fmrr'(ured in) Ope rations

ACTIVITIES

2019

Kshs'000

5,154,830 4,189,746 4,280,696

Draft
For

Purcbase

Procceds

Interest

Net cas

Note

28

2t
r6
7

(8,000,000)

0

2018

Resttted

Kshs'000

(4, I 88,975)
(7,500)

20r8
Audited

Ksts'000

(4,188,97J)

(7,500)

(2,845,170) (6,728) 84,221

property, pbm and equipnent

dbposal ofassets

nerated fronr(used in) Investing activities

(820,870)

710,550

(776,692)

714

1,283,824

(87s,172)

783

r,298,357
4

(50,3r6) 507,906 423,96'.1

IN ECREASE) IN CASH AND CASH EQUIVALENTS (2,895,486) 501,178 508,188

CASH CASH EQI.IIVALENTS AT BEGINNING OF YEAR 12,896,166 12,394,988 12,394,988

CASH CASH EQUVALENTS AT END OF YEAR 18 10,000,681 12,E96,166 12,903,176

The flow statement is to be read in conjunction with the notes to the financial statements as set
out on 6to 32
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Communications Authority of Kenya
Annual Report and f inancial Statements
For the year ended June 30, 2019

XVII. NOTES TO THE FINANCIAL STATEMENTS

1. GENERAL INFORMATION

Communications Authority of Kenya is established by and derives its authority and

accountability from Kenya Information and Communications Act, 1998 (Cap 41lA). The
Authority is wholly owned by the Government of Kenya and is domiciled in Kenya. The
Authority's principal activity is licensing and regulation of the communications sector on

behalf of the Government of Kenya.

2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

The Authority's financial statements have been prepared on a historical cost basis except
for the measurement at re-valued amounts of certain items of property, plant and
equipment, and financial instruments at fair value, impaired assets at their estimated
recoverable amounts and liabilities at their present value. The preparation of financial
statements in conformity with International Public Sector Accounting Standards (IPSAS)
allows the use of estimates and assumptions. lt also requires management to exercise
judgement in the process of applying the Authority's accounting policies.

The financial statements have been prepared and presented in Kenya Shillings, which is

the functional and reporting currency of the Authority.

The financial statements have been prepared in accordance with the PFM Act and
International Public Sector Accounting Standards (IPSAS). The accounting policies
adopted have been consistently applied to all the years presented.

3. ADOPTION OF NEW AND REVISED STANDARDS

i. Relevant new standards and amendments to published standards effective for the
year ended 30 June 2019

Standard Impact

IPSAS 40:

Public Sector

Combinations

Applicable: l't January 2019

The standard covers public sector combinations arising from
exchange transactions in which case they are treated similarly with
IFRS 3(applicable to acquisitions only). Business combinations and

combinations arising from non-exchange transactions are covered

purely under Public Sector combinations as amalgamations.

r
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Communications Authority of Kenya
Annual Report and Financial Statements
For the year ended June 30, 2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)

ADOPTION OF NEW ANID REVISED STANDARDS (Continued)
ii. New and amended standards and interpretations in issue but not yet effective in

the year ended 30 June 2019

Standard Effective date and impact:
Applicable: I't January 2022:
The objective of IPSAS 4l is to establish principles for the financial
reporting of financial assets and liabilities that will present relevant

and useful information to users of financial statements for their
assessment of the amounts, timing and uncertainty of an entity's
future cash flows. .

IPSAS 41 provides users of financial statements with more useful

infbrmation than IPSAS 29,by:
. Applying a single classification and measurement model

for financial assets that considers the characteristics of the

asset's cash flows and the objective for which the asset is

held;
. Applying a single forward-looking expected credit loss

model that is applicable to all financial instruments subject

to impairment testing; and
. Applying an improved hedge accounting model that

broadens the hedging arrangements in scope of the guidance.

The model develops a strong link between an entity's risk
management strategies and the accounting treatment for
instruments held as pan of the risk management strategy.

IPSAS 41:

Financial

Instruments

IPSAS 42:

Social Benefits

Applicable: I't January 2022

The objective of this Standard is to improve the relevance, faithful
representativeness and comparability of the information that a

reporting entity provides in its financial statements about social

benefits. The information provided should help users of the financial
statements and general purpose financial reports assess:

(a) The nature of such social benefits provided by the entity;
(b) The key features of the operation of those social benefit

schemes; and

(c) The impact of such social benefits provided on the entity's
financial performance, financial position and cash flows.

iii. Early adoption of standards

The Authority did not have early adoption of any new or amended standards in year
2019.

7
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Communications Authority of Kenya
Annual Report and Financial Statements
For the year ended June 30,2019
NOTES TO THE FINANCIAL STATEMENTS (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a) Revenue recognition

i) Revenue from non-exchange transactions

License Fees

The Authority recognizes revenues from license fees. The income is recognised

upon issuance ofan annual operating license and frequency licence fees.

Type approval and other fees are recognized as and when realised. Other non-

exchange revenues are recognized when it is probable that the future economic

benefits or service potential associated with the asset will flow to the Authority and

the fair value of the asset can be measured reliablv.

ii) Revenue from exchange transactions

Interest income

The net Interest income includes interest realised on government securities,

placements, and bank balances.

Other Income

Type approval, penalties and other fees are recognized as and when realised. This
recognition is when the outcome of the transaction can be estimated reliably. Where

the contract outcome cannot be measured reliably, revenue is recognized only to the

extent that the expenses incurred are recoverable.

b) Budget information
The annual budget is prepared on the accrual basis, that is, all planned costs and

income are presented in a single statement to determine the needs of the Authority as

well as the revenue to be generated. As a result of the adoption of the accrual basis for
budgeting purposes, there are no basis, timing or differences that would require
reconciliation between the actual comparable amounts and the amounts presented as a

separate additional financial statement in the statement of comparison of budget and

actual amounts.

c) Taxes

The tax rates and tax laws used to compute the amount are those that are enacted or
substantively enacted, at the reporting date in the area where the Authority operates

and generates taxable income. The Authority is tax exempt as per the Public financial
Management Act 2012 Regulations 2015 (219) (3). Management periodically
evaluates positions taken in the tax legislations with respect to situations in which
applicable tax regulations are subject to interpretation and establishes provisions where

appropriate.

8



Communications Authority of Kenya
Annual Report and Financial Statements
For the year ended June 30,2019
NOTES TO THE FINANCIAL STATEMENTS (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
d) Property, plant and equipment
All property, plant and equipment are stated at cost or valuation less accumulated
depreciation and impairment losses. Cost includes expenditure that is directly attributable
to the acquisition of the items. When significant parts of property, plant and equipment are
required to be replaced at intervals, the Authority recognizes such parts as individual assets

with specific useful lives and depreciates them accordingly. Likewise, when a major
inspection is performed, its cost is recognized in the carrying amount of the plant and
equipment as a replacement if the recognition criteria are satisfied. All other repair and
maintenance costs are recognized in statement of financial performance as incurred.
Depreciation is charged on a straight Iine basis over the estimated useful lives of the assets.

The rates of depreciation used are based on the following estimated useful lives:

Tangible Assets

. Buildings and improvements

. Plant & machinery

. Radio equipment

. Telecommunications equipment

. Computers

. ICT Regulatory systems

. Motor vehicles

. Office furniture and fittings

. Office equipment

Useful life
40 years

I 0 years
1 0 years
I 0 years
3 years

5 years
5 vears

8 years

5 vears

Rate
2.5%
t0%
10%
t0%
) ).)70
20%
20%
12.5%
20%

e)

Financial assets

Initial recognition and measurement
Financial assets within the scope of IPSAS 29 Financial Instruments: Recognition and
Measurement are classified as financial assets at fair value through statement of financial
performance, loans and receivables, held-to-maturity investments or available-fbr-sale
financial assets, as appropriate. The Authority determines the classification of its
financial assets at initial recognition.

Receivables

Receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. Receivables are stated at original invoiced amounts,
less an estimate made of losses arising from impairment and recognized in the statement
of fi nancial performance.

Impairment of financial assets

The Authority assesses at each reporting date whether there is objective evidence that a

financial asset or an entity of financial assets is impaired. A financial asset or an entity of
financial assets is deemed to be impaired il and only if, there is objective evidence of
impairment as a result of one or more events that has occurred after the initial recognition

Financial instruments

9



Communications Authority of Kenya
Annual Report and Financial Statements
For the year ended June 30,2019
NOTES TO THE FINANCIAL STATEMENTS (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

of the asset (an incurred'loss event') and that loss event has an impact on the estimated

future cash flows of the financial asset orthe entity of financial assets that can be reliably
estimated. Evidence of impairment may include the following indicators:

D The debtors or an entity of debtors are experiencing significant financial difficulty

) The probability that debtors will enter bankruptcy or other financial reorganization

) Observable data indicates a measurable decrease in estimated future cash flows (e.g

changes in arrears or economic conditions that correlate with defaults)

Financial liabilities
Initial recognition and measurement

Financial liabilities within the scope of IPSAS 29 are classified as financial liabilities at

fair value through statement of financial performance or loans and borrowings, as

appropriate. The Authority determines the classification of its financial liabilities at initial
recognition.

All financial liabilities are recognized initially at fair value and, in the case of loans and

borrowings, plus directly attributable transaction costs.

f)Provisions

Provisions are recognized when the Authority has a present obligation (legal or
constructive) as a result of a past event, it is probable that an outflow of resources

embodying economic benefits or service potential will be required to settle the obligation
and a reliable estimate can be made of the amount of the obligation.

Where the Authority expects some or all of a provision to be reimbursed, reimbursement is

recognized as a separate asset only when the reimbursement is virtually certain. The
expense relating to any provision is presented in the statement of financial performance net

of any reimbursement.

Contingent lia bilities
The Authority did not recognize a contingent liability, but discloses details of any

contingencies in the notes to the financial statements, unless the possibility of an outflow
of resources embodying economic benefits or service potential is remote.

Contingent assets

The Authority did not recognize a contingent asset, but discloses details of a possible asset

whose existence is contingent on the occurrence or non-occurrence of one or more
uncertain future events not wholly within the control of the Authority in the notes to the

l0



Communications Authority of Kenya
Annual Report and Financial Statements
For the year ended June 30, 2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

financial statements. Contingent assets are assessed continually to ensure that

developments are appropriately reflected in the financial statements.

If it has become virtually certain that an inflow of economic benefits or service potential

will arise and the asset's value can be measured reliably, the asset and the related revenue

are recognized in the financial statements of the period in which the change occurs.

g) Nature and purpose ofreserves

The Authority creates and maintains reserves in terms of specific requirements. All
reserves are stated and outlined as per IPSAS 17 and IPSAS L

h) Changes in accounting policies and estimates

The Authority recognizes the effects of changes in accounting policy retrospectively.
The effects of changes in accounting policy are applied prospectively if retrospective
application is impractical.

i)Employee benefits

Post-employment benefi ts

The Authority's employees are eligible for retirement benefits under a defined contribution
plan provided through separate funds.

Contributions to defined contribution plan are charged to the income statement as incurred.
Any difference between the charge to the income statement and the contributions payable
is recorded in the balance sheet under other receivables or other payables.

i) Foreign currency transactions

Transactions in foreign currencies are initially accounted for at the prevailing rate of
exchange on the date of the transaction. Bank balances denominated in foreign currency
are reported at the statement of financial position reporting date by applying the

exchange rate on that date. Exchange differences arising from this running balance in the

cashbook and the bank balance, are recognized in the statement of financial performance

in the period in which they arise.

j)Intangible assets
Intangible assets acquired are initially recognized at cost. The cost of intangible assets

acquired is their fair value at the date of the exchange. Following initial recognition,
intangible assets are carried at cost less any accumulated amortization and accumulated

impairment losses. The useful life of the intangible assets is assessed as either finite or



Communications Authority of Kenya
Annual Report and Financial Statements
For the year ended June 30, 2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

indefinite. The rates of amortization used are based on the following estimated useful

lives:

Intangible Assets Useful life Rate
o ICT General Office Software 3 years 33.3%
o ICT regulatory software 5 years 20%
. Telecommunications software l0 years 10%
o Radio Monitoring software l0 years l0%

k) Related parties

The Authority regards a related party as a person or an Authority with the ability to exert
control individually or jointly, or to exercise significant influence over the Authority, or
vice versa. The Government of Kenya is the principal shareholder of the Authority,
holding 100% of the Authority's equity interest.

l) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, shoft-term deposits

and liquid investments with an original maturity of twelve months or less, which are

readily convertible to known amounts of cash and are subject to insignificant risk of
changes in value. Bank account balances include amounts held at various commercial

banks at the end ofthe financial year.

m) Budget information

The annual budget is prepared on the accrual basis, that is, all planned costs and income

are presented in a single statement to determine the needs of the Authority as well as the

revenue to be generated. As a result of the adoption of the accrual basis for budgeting
purposes, there are no basis, timing or differences that would require reconciliation

between the actual comparable amounts and the amounts presented as a separate additional

financial statement in the statement of comparison of budget and actual amounts.

n) Comparative figures

Where necessary comparative figures for the financial year 2018 have been restated to

conform to the required changes in presentation due to data reconciliation and validation
from I't July 2017 due to automation of the financial system.

o) Subsequent events

There have been no events subsequent to the financial year-end with a significant
impact on the financial statements for the year ended June 30, 2019.
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Communications Authority of Kenya
Annual Report and Financial Statements
For the year ended June 2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)

4 SIGNIFICANT JUDGMENTS AND SOURCES OF ESTIMATION UNCERTAINTY

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

Estimates and assumptions
The key assumptions concerning the future and other key sources of estimation

uncertainty at the reporting date, that have a significant risk of causing a material

adjustment to the carrying amounts of assets and liabilities within the next financial year,

are described below. The Authority based its assumptions and estimates on parameters

available when the consolidated financial statements were prepared.'

However, existing circumstances and assumptions about future developments may

change due to legislations, market or circumstances arising beyond the control of the

Authority. Such changes are reflected in the assumptions when they occur. IPSAS 1.140

Useful lives and residual values

The useful lives and residual values of assets are assessed using the following indicators

to inform potential future use and value from disposal:

o The condition of the asset based on the assessment of experts employed by the

Authority.

The nature of the asset, its susceptibility and adaptability to changes in

technology and processes.

o

The nature of the processes in which the asset is deployed

Availability of funding to replace the asset.

Changes in the market in relation to the asset

Provisions

Provisions were raised and management determined an estimate based on the information
available. Provisions are measured at the management's best estimate of the expenditure
required to settle the obligation at the reporting date, and are discounted to present value

where the effect is material. Assumptions were used in determining the provision for bad

debtors based on long outstanding non-payment and various cancellations and

revocation.

a

a

a
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unications Authority of Kenya
Report and Financial Statements

Fo the r ended June 30, 2019

TO THE FINANCIAL STATEMENTS (Continued)

5 REVALUATION OF ASSETS

The Board of Directors approved the revaluation of assets report for adoption as at I't
July 2018.
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Communications Authority of Kenya
Annual Report and Financial Statements
For the year ended June 30,2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)

6 REVENUE FROM NON-EXCHANGE TRANSACTIONS

This is income derived from regulating the communications sector in Kenya including;
broadcasting, multimedia, telecommunications, electronic commerce, postal and courier services

7 REVENUE FROM EXCHANGE TRANSACTIONS

This is interest income derived from investments in term and call deposits

8 REVENUE RENTAL FROM FACILITIES

The Authority's residential properties are owner occupied and the rentals charged based

staff/economic rates.

Description
20 l 8-20r 9 2017-2018

Restated
2017-2018

Kshs (000) IGhs (000) Kshs (000)

Annual liequency license tbes 7,111.816 6.326.33 5 6.223.t52
Annual operating license tbes t.410.445 r.305.5 r7 r.392. l 03

Application Fees ? qqs 3.492 ? isq
Type approval & Reeistration fbes 58 486 2,569
Total Revenue from Non-exchange Transactions 8,525,314 7,635,830 7,620,184

Description
2018-2019 20r7-2018

Restated
2017-2018

tGhs (000) Kshs (000) lGhs (000)

Cash lnvestments and ti\ed deposits 998.359 t.522,972 t.524.017
Ta,res -t46.714 -225.671 -225.660

Total Revenue from exchange Transactions 85t,645 1,297,307 1,298,357

Description
2018-20r 9 2017-2078

Restated
20r 7-201 8

IGhs (000) lGhs (000) Kshs (000)

Rental Income 4.204 4,039 4.093

Total Other Income 4,204 4,039 4,093

l5



Communications Authority of Kenya
Annual Report and Financial Statements
For the year ended June 30, 2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)

9 OTHER INCOME

This refers to
regulations

other unclassified income and penalties charged on contraventions of

IO EMPLOYEE COSTS

II REMUNERATION OF DIRECTORS

Description
2018-2019 2017-2018

Restated

2017-2018

Kshs (000) Kshs (000) Kshs (000)

Sale of tender documents 7l 22 l3
Penahies 2.652 208 57

Other Income 208 366

Total Other Income 2,931 596 70

Dcscription
20r8-20r9 2011-20t8

Restated
2017-2018

Kshs (000) IGhs (000) Kshs (000)

Employee related costs - salaries and wages 850.899 792.372 809.r r3
Contribution to pens io ns 101.097 87.51 I 89.807

Travel and other allowances r r 9.304 I 15,850 I 17.3 r0
Housing benelits and allowances 124;779 r22.367 t23.9',79

Total Employee Costs I,196,080 I,l l8,l0l 7,140,209

Dcscription
2018-2019 2017-2018

Restated
2017-2018

Kshs (000) Kshs (000) Kshs (000)

SiEing allowance 10,013 12.231 1 3.1 64

Monthly fees 6,043 0 195

Telephone allowance 1.t22 t,714 3.351

Traveling Expenses t7 ,97 5 26,625 r 9.599

Board Wel&re 2,296 534 994
Training- Directors 936 7.288 16,692

Director fbes 0 3.060

Total Director emoluments 38,385 51,454 53,995
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Communications Authority of Kenya
Annual Report and Financial Statements
For the year ended June 30,2019

NOTES TO THE FINANCIAL STATEMENTS (Continued)

12 DEPRECIATION AND AMORTIZATION EXPENSE

13 REPAIRS AND MAINTENANCE

14 GENERALEXPENSES

Description
201 8-20 l 9 2017-2018

Restated
2017-2018

Kshs (000) lGhs (000) Kshs (000)

Depreciation & Amortization fbr the year 407,042 459.636 366,674

Pension Amortization 0 9,823 9,823

407,042 469,459 376,498

Dcscription
2018-20r 9 2017-2018

Restated
2017-20t8

ltuhs (000) Kshs (000) IGhs (000)

Property 12,015 50, l 96 67.960
Equipment 266.774 214.870 r3r.r37
Motor Vehicles 5.235 6.291 5.739

Total Repain and Maintenance 284,025 271,357 204,835

Description
2018-20r9 2017-2018

Restated
2017-2018

Kshs (000) Kshs (000) Kshs (000)

Training 141,965 142,746 139,766

Enforcement & Compl iance 95.774 81,036 100,607

Computer software 120,814 143,038 | 19,77 4

Corporate affairs 44,334 44,637 36,221

Consumer Affairs 139,902 130,743 97,570

Medical Expenses 68,660 69,218 70,903

Advertising 45,560 104,867 74,820

Meetings and conferences 295.487 282,818 281,202

Exhibitions 6.147 52,481 54,970

Utilities 44.546 46.240 39.632

Postage and telephone 17.291 22.677 22.753

Rent and Rate 26,902 22,540 28.387

Consultancy fees 229,073 209,285 175,355

Accrued-Audit fees 1,491 1,491 1,49t

Legal fees 37,305 61,53 8 63,613

Bank charges 2.022 1,949 1,946

Security 65.392 7 t ,534 65.948

Insurance 24.418 35.377 26.591

Printing and stationery 8,1 65 r 8,634 25.977

17



House keeping 7.189 10.372 9,277

Periodicals and publ ications 9.6s9 7.546 9,923

Staff welfare 120.778 I4l. 195 77.515

Transport Expense 27.154 20,747 23.552

Subscriptions 65,462 100,25 I 106,055

Sporting Activites 28,191 17,673 19,444

Comorate Social responsibility 42,295 s6,898 51,033

Universal Service Oblieation 24,t99 3t,756 4t.843
National Communications Secretariat 170,000 120,000 120,000

Communications Appeals Tribunal 2,680 80 0

Digital Migration Expenses 1,193 860 0

Universal Advisory Council 48,932 46,754 42,190

Total seneral expenses 1.962918 2{96.823 1.928.358

Communications Authority of Kenya
Annual Report and Financial Statements
For the ended June 30,2019

15 PROVISION FOR BAD & DOUBTFUL DEBTS

Description
2018-201 ,l 2011-2018

Restated
20t7-2018

Kshs (000)l Kshs (000) IGhs (000)

Bad & Doubtful Debts 279,2541 702,837 702,837

This refers to general provisions on licensees based on the debt management policy, over I year

25yo,l-2 years 5002, Above 3 years 100%

16 GAIN ON SALE OF ASSETS

Description
20r8-20rel 2017-2018

Restated
2017-2018

Kshs (000)l IGhs (000) IGhs (000)

Proceeds tom disposal 4l 774 783

Totrl Gain on sale of assets 4l 774 783

l8



Communications Authority of Kenya
Annual Report and Financial Statements
For the year ended June 30,2019

NOTES TO THE FINANaIAL STATEMENTS (Continued)

17 GAIN ON FOREIGN EXCHANGE TRANSACTIONS
The Authority is exposed to foreign exchange risk arising from currency exposures,

primarily with respect to US dollar. Such transactions lead either a gain or loss.

17(B) RECOVERY OF BAD DEBTS AND PROVTSTONS

Description
20r 8-20 r 9 2017-201

Restate
8l

dl

2017-2018

tGhs (000) tGhs (000)l }tuhs (000)

Recovery of Bad Debts/Reversal ol-Provisions 0 86.63e1

Total recovery ofbad debts 0 86,6391 0

The Auditor General Report FY 2015/16 reported that the Authority had written off Bad debts

without approval from The National Treasury. During the Public Investment Committee sitting
of 4th August 2019 the Management resolved to write back the bad debts until approval from

The NationalTreasury is granted.

18 CASH AND CASH EQUIVALENTS

Description
20r8-20r 9 201 7-2018

Restated

20r7-2018

IGhs (000) Kshs (000) IGhs (000)

Cain/Loss on fbreign Exchange - 1,415 1,',782 3,4 t3
'lotal gain on tbreign exchange transactions -l,415 1,782 3,413

Description
20r8-20r9 2017-2018

Restated
2017-2018

lGhs (000) IGhs (000) Kshs (000)

Current Account 5.3 r8.050 99,969 148.t35

Short term deposits 4.682.63t t2.096.197 t2.055.042

Trcasury Bills 0 700.000 700.000

Petty Cash 0 0 0

Total Cash and Cash Equivalent 10,000,681 12,896,166 12,903,177

l9



Communications Authority of Kenya
Annual Report and Financial Statements
For the year ended June 30,2019
NOTES TO THE FINANCIAL STATEMENTS (Continued)

18(A) CASH AND CASH EQUIVALENTS DETAILED ANALYSI

l8(B) SHORT TERM DEPOSTTS

l8 (a) Detailed Analysis

Financial Institution and Account Number
20r 8-20r 9 20r7-20r8

Restated
2017-2018

tGhs (000) IGhs (000) Kshs (000)

Kenya Commercial Bank (A/c Number I106738608)
Cwrrent Accormt 221,628 80.366 t28.648
Flred deposits 4.232,631 7 ,24t,155 7,200.000

SubTotal 4,454,259 7,321,521 7,329,649

Citibank N.A. (A/c Number 30004201 S)-KES

Cument Account t22.s24 r 5.023 15.023

Treasury Bills 0 700.000 700,000

FLred deposits 0 0

SubTotal 722,524 715,023 7l 5,023

Citibank N.A. (A/c Number300042007)-USD
Cument Account 2 r 8.601 4"070 3.953

Sub-Total 218,601 4,070 3,953

Co-operative Bank of Kenya (A/c Number0l 136151735800)

Cument Account 4.755.296 5r0 510

Fixed deposits 450.000 4.855.042 4.855.042
SubTotal 5,205,296 4,855,553 4,855,553

Dcscription
20r 8-20r 9 2017-2018

Restate d

20r7-20r8

Kshs (000) IGhs (000) IGhs (000)

Kenya Commercial Bank 4.232.631 7,24t.t55 7.200.000

Cooperative Bank 450.000 4,855.042 4,855.042
Treasury Bills 0 700.000 700.000

Total 4,682,631 12,796,197 12,755,042
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19 RECEIVABLES FROM NON EXCHANGE TRANSACTIONS

20 RECEIVABLES FROM EXCHANGE TRANSACTIONS

2I PROPERTY, PLANT & EQUIPMENT

Description
20r8-2019 2017-2018

Restated

2017-2018

tGhs (000) IGhs (000) Kshs (000)

Licensee fte receivables 2,288.386 l,866.556 t,760,453
Accumulated Provision fbr bad and doubtful debts - t.t7 6.17 0 -896,916 -896,9t6
Total non-cune nt re cievables l,ll2,2l6 969,640 863,537

Dcscription
20r8-201 9 2017-2018

Restated
2017-2018

Kshs (000) Kshs (000) Kshs (000)

Deposits 8,563 7.563 7.563

Peosion Prepaid 0 0 0

Arpunt due from USF 6.504 9.923 9,923
Odrer Receivables 550,225 543.828 543,834

Accrued lnterest 81,094 13,477 13,477

Total receivables from exchange transactions 646,386 574,792 574,798

Dcscription
2018-20r 9 2017-2018

Restated
2017-20t8

Kshs (000) IGhs (000) Kshs (000)

Pmperty Plant & Equipment 19.466.082 4,403,598 4,331,367
Accumulated depreciation -267,150 - r,363.450 - l,350.585
Total non-current assets l9,r 98,932 3,040,148 2,980,782

2l
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22 INTANGIBLE ASSETS

22(B) INTANGIBLE ASSETS

23 REMMITTANCE TO THE NATIONAL TREASURY

Description
201 8-20r 9 2011-2018

Restated
2017-2018

rGhs (000) tGhs (000) Kshs (000)

lntangibh software 892.026 r. r02.83 I 1.179.7 t7

Accumulated depreciation -139.876 -425.635 -345.309

Total non-current intangible assets 752,1 50 617,196 834,408

Intansible Assets at Cost

20ta-2019

I(shs (OO0)

20r7-2018
Restated

I(shs (OOO)

2017-20t4

I(shs (OOO)

Cost
At the beeiruline of the year 9t8.235 394.641 923,396
Additions 0 523,594 821,933
Re-classifications to Fixed Assets -304,374
SubTotal As s et Retir.e ment 613,860

Asset Revaluration 660,9s3
At the end of the year 660,953 918,235 1,745,329

Works In Progress
At the beginning ofthe year r69,243 574,729
Additions WIP 6 r,830 84,560
Asset Capitalized -490.O45 -565,612
At the end of the year 231,O73 169,243 -565.6t2
Total Intangible at the end of the year 492,026 t.o87.477 1,179,717

Amortization and I mpairment
At the beginnine of the year 4ro.28t 177,472 192,826
Reclassification to Fixed Assets -224,283
SubTotal Asset Retirement 185,999

Amortization for the vear 139,876 232,809 | 52,483
Amortization at the end ofthe year 139,876 4lO,28l 345,309
Net Book Values at end ofthe Year 752,150 677,196 834,408

Dcscription
20r8-20r 9 2017-2018

Restate d

2017-2018

Kshs (000) tGhs (000) IGhs (000)

Provisbnal Remittance to The Natbnal Treasurv - Prior vear 3,890.870

Provisional Remittance to The National Treasurv - Current vear 4,695.97 5 3.890.870 4,068. r 51

Total Remittance to The National Treasury 8,586,845 3,890,870 4,068,151
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24 TRADE AND OTHER PAYABLES

Description
20r 8-2019 2017-20t8

Restated
2017-2018

tGhs (000) Kshs (000) Ituhs (000)

Trade payables 268.4t4 878, r 67 69 r.3s8

Universal Service FLrnd Lew - 8.505 r 59.528 t58-743
'l'he National Treasury 252.t25 0 0

Accrued ExDenses 589.095 2.982 1.085

Employee Remmittances 36.7 45 13.34 r 43.938

Accrued Taxes 0 0 2.022
Total tnrde and other payables 1,137,874 1,054,0 I 8 891,145

The Authority accrued contractual obligations totalling Kshs. 585,155,169 for the supply of ERP

system Ksh. 68.4 million, Quality of Service system Ksh. 66.7 million and Radio Spectrum

system Kshs.449.9 million expected completion and payment within (12) months. The amounts

due to the National Treasury relate to initial Iicense fee Kshs.252.1 mitlion that was remitted

paid after end of the year.

25 PAYMENTS RECEIVED IN ADVANCE

Description
20r 8-20 r 9 2017-2018

Restated
2017-2018

IGhs (000) IGhs (000) Kshs (000)

Payments received in advance 49,544 52,895 26.479

26 ACCUMMULATEDSURPLUS

Description
20r8-20r9 2011-2018

Restated
2017-2018

[Ghs (000) Kshs (000) Kshs (000)

Accumulated surTlus at I July 2018 12,418,194 l l ,989.41 5 r 1.989.535

Sumlus tbr the year 5.2t7 .7 50 4.323. r 89 4.520,16',7

Prior year adiustments 237 -847

Payments liom retained eamings -3.540 - r 8.589

Additional Remmittance to Treasury -8.000.000

Provisional Remmittance S urp lus ( 90%) -4.695.97 5 -3,890.870 -4.068. r 5 r

Accurnulated surplus at 30 June 2019 5,177,816 12,418,194 12,422,963

27 REVALUATION SURPLUS

Description
2018-2019 2011-2018

Restated
2017-2018

Kshs (000) Kshs (000) tGhs (000)

Newvalue of Assets 19,364,357

Original value of Assets -3.348.03 5 0 0

Revaluation surplus at 30 June 2019 16,016,322 0 0
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Description
20r 8-20r 9 2017-2018

Restated

2017-2018

IGhs (000) Kshs (000) ltuhs (000)

Surplus before rcmmittances 5,217,750 4,323, t 89 4,520,167

Adiustmens fbr:

Depreciation of property, plant & equipment 407.042 459.636 366.674

Loss/Gain on sale of assets -4 -77 4 -783

ForeLTr Exchange Gain or Loss - 1.415 t.782 -J.+ I J

Amortisation of Pension 0 9.823 9.824

lnterest Received -85 1.645 -1,297,301 -1.298,3s7

Increase in Provisions fbr bad debs 279.254 702.837 702.837

0 -86.639 0

5,050,982 4,112,554 4,296,950

Working capital ad.iustments

(Decrease)/lncrease in receivables liom non-exchange transactions -142.57 6 - r 06.1 03 -434. I 30

(Decrease)/lncrease in receivables liom exchange transactions -'11.595 6 -30.0 r6

(Decrease)/lncrease in payments received in advancc -3.351 26.416 7.054
(Decrease)/lncrease in trade and other payables 321.370 I 56.873 440.838

Net Working Capital Changes r 03,848 77,192 -16,254

Net cash flows from operating activities 5,154,830 4,189,746 4,290,696

NOTES TO THE FINANCIAL STATEMENTS (Continued)

28 CASH GENERATED FROM OPERATIONS

Bad Debs recovered/Reversal ofBad debt Provisions

29 CREDIT RISK

(i) Credit risk

The Authority has exposure to credit risk, which is the risk that a counterparty will be

unable to pay amounts in full when due. Credit risk arises from cash and cash equivalents,
and deposits with banks, as well as trade and other receivables.

The amounts presented in the statement of financial position are net of allowances for
doubtful receivables, estimated by the company's management based on prior experience
and their assessment of the current environment. The carrying amount of financial assets

recorded in the financial statements representing the Authority's maximum exposure to
credit risk without taking account of the value of any collateral obtained is made up as

follows:

The board of directors sets the company's credit policies and objectives and lays down
parameters within which the various aspects of credit risk management are operated.
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2e(B) LTQUIDTTY RrSK

(ii) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the Authority's directors, who

have built an appropriate liquidity risk management framework for the management of the

Authority's short, medium and long-term funding and liquidity management requirements. The

Authority manages liquidity risk through continuous monitoring of forecasts and actual cash

flows. The table below represents cash flows payable by the company under non-derivative

financial liabilities by their remaining contractual maturities at the reporting date. The amounts

disclosed in the table are the contractual undiscounted cash flows. Balances due within 12

months equal their carrying balances, as the impact of discounting is not significant.

Description

Total Amount , Fully
Performins

Past Due

Kshs (000) IGhs (000) IGhs (000)

At 30 June 2019

Receivables liom non-exchange transactions t.n2,2t6 r.000,995 t|,222
Receivables liom exchange transactions 565.292 508.763 56.529

Total 1,677,509 I,509,758 167,751

At 30 June 2018 (Restated)

Receivables liom non- exchange transactions 969.640 872,676 96.964

Receivables liom exchange transactions 561.315 505. I 83 56.1 3 1

Total I,530,955 1,377,859 I 53,095

At 30 June 2018

Receivables liom non- exchane.e transactions 863.5 3 7 777.183 86.354

I{eceivables tiom exchange transactions 57 4.798 5r7.318 57.480

Total I,438,335 1,294,501 I 43,833

Description

Less than I

Month
l-3Months Over 5 Months

ltuhs (000) Kshs (000) Kshs (000)

At 30 June 2019

Trade payables and other payables 1,t37 .87 4 1,024,086 l r 3.787

Sumlus Remittance 4.695.97 5 0

Total 5,833,849 I,024,086 I 13,787

At 30 June 2018 (Restated)

Trade payabhs r.054.0 r8 948.6 r6 r05.402

Surplus Remittance 3.890.870 0

Total 4,944,888 948,616 105,402

At 30 June 2018

Trade payables 897 -145 807.430 89.7 14

Surplus Remittance 4.068.1 5 1 0

Total 4,965,295 807,430 89,714
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29(C) FORETGN CURRENCY RrSK

(iii) Market risk

Market risk is the risk arising from changes in market prices, such as interest rate, equity prices

and foreign exchange rates which will affect the Authority's income or the value of its holding

of financial instruments. The objective of market risk management is to manage and control

market risk exposures within acceptable parameters, while optimising the return.

There has been no change to the Authority's exposure to market risks or the manner in which it

manages and measures the risk.

a) Foreign currency risk

The Authority has transactional currency exposures. Such exposure arises through purchases

of goods and services that are done in currencies other than the local currency. Invoices

denominated in foreign currencies are paid after 30 days from the date of the invoice and

conversion at the time of payment is done using the prevailing exchange rate. The carrying

amount of the Authority's foreign currency denominated monetary assets is as follows:

Description
2018-201 9 2017-2018

Restated

2017-2018

usD (000) usD (000) usD (000)

At 30 June 20 I 9

Current Account Balance - Citibank 2,220 4.070 38

The Authority manages foreign exchange risk form future commercial transactions by

projecting for expected revenues and matching the same with expected payments and

maintaining a minimal balance in the foreign currency.
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b) Interest rate risk

Interest rate risk is the risk that the Authority's financial condition may be adversely affected

as a result of changes in interest rate levels. The company's interest rate risk arises from

bank deposits. This exposes the company to cash flow interest rate risk. The interest rate risk

exposure arises mainly from interest rate movements on the company's deposits. To manage

the interest rate risk, management has endeavoured to bank with institutions that offer

favourable interest rates and are regulated by the Central Bank of Kenya.

30 CAPITAL RISK MANAGEMENT

iv) Capital Risk Management

The objective of the entity's capitalrisk management is to safeguard the Board's ability to

continue as a going concern. The growth largely due to the net effect of the revaluation

reserveofKshs. l5.6billion. Theentitycapital structurecomprisesofthefollowingfunds

Description
2018-20I 9 2017-2018

Restated
2017-2018

Kshs (000) Kshs (000) Kshs (000)

Retained eamings 5,177,817 t2,418,194 12,422.963

Capital reserve 16,758,287 741,965 74t,965

Total funds 21,936,104 13,160,159 13,164,927

Total borrowings 0 0 0

Less: cash and bank balances 10,000,68 r 12,896,166 12,903,177

Net debV(excess cash and cash equivalents) 0 263.993 26t.750
Gcaring 0 0 0
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31 RELATED PARTY TRANSACTIONS

In the course of the Authority' operations the Authority enters into transactions with related
parties. These entities have ability to exercise significant influence over its operating and
financial decisions. These include

i) The National Government;
ii) The Ministry of Information Communications and Technology;
iii) The National Treasury;
iv) Board of directors;
v) Management

Government of Kenya

The Government of Kenya is the principal shareholder of the Authority, holding 100% of the
Authority's equity interest.

32 CAPITAL COMMITMENTS

Description
2018-2019 2017-20r8

Restated
2011-2018

Kshs (000) tGhs (000) Kshs (000)

Transactions with related parties

a) Key management compensation
Directors' emoluments 3 8.3 85 5 l-454 53.995

Compensation to the CEO 23.422 23.t9t 23.t91
Compensation to key management 88.949 87.204 8',7.204

Loans to CEO and key Management 8 r.502 67.9t8 67.918

SufTotal 232,2s8 229,767 232,308

b) Other Entities
Amount due to CA-Universal Service Fund - 8,s05 159,528 I 58,743

The National Treasury 252,t25 0 0

SubTotal 243,620 r 59.528 r58,743

Amount receivable tom USF 6,504 9.923 9.923

SubTotal 6,504 ,9,923 9,923

Total 482,382 399,217 400,974

Description
20r8-20r 9 2017-2018

Restated
2017-20r8

tGhs (000) IGhs (000) lGhs (000)

Authorised fbr s99.960

Authorised and contracted fbr 0

Total s99,960

3r
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

33 CONTINGENT ASSETS AND CONTINGENT LIABILITIES
There are on-going litigations out of the ordinary course of the business of the Authority.

The litigations are part heard and, accordingly no contingent liabilities are anticipated in

respect of the same that may be quantified. The cases below may incur some costs in the

litigation processes.

a) High Court Civil Case No. 2071 of 2000; M-Link Communications Ltd vs. CCK &

Telkom Kenya Ltd. The plaintiff is seeking damages based on a Trial Agreement with the

defunct.

b) Miscellaneous Civil Application No.49412017; Airtel Networks Kenya Ltd vs.

Communications Authority of Kenya. The plaintiff disputes the payment of Frequency

Fees of USD 20,025,000 being initial license fees. A decision in favour of the Authority

will occasion an asset to the Government of Kenya.

The directors believe, based on the information currently available, that the legal matters

above are not likely to have a material effect on the results of the Authority's operations,

financial position or tiquidity. Therefore, no provision has been made in the financial

statements.

34 SURPLUS REMISSION
In accordance with the Public Financial Management Act 2012 Regulations 2015 (219)

(3), regulatory entities shall remit into Consolidated Fund, ninety per centum of its surplus

funds reported in the audited financial statements after the end of each financial year.

35 EVENTS AFTER THE REPORTING PERIOD

There were no material adjusting and non- adjusting events after the reporting period

36 ULTIMATE AND HOLDING ENTITY

The Authority is an Independent Government Agency under the Ministry of Information

Communications and Technology. Its ultimate parent is the Government of Kenya.

Owners'equity of Kshs. 741.935 million is comprised of the net of assets and liabilities

vested to Communications Authority of Kenya by the Government of Kenya following the

split of the defunct Kenya Posts and Telecommunications Corporation through legal notice

Number 155 of 5th November 1999.

37 Currency
The financial statements are presented in Kenya Shillings (Kshs.)

)/.
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mmunications Authority of Kenya
ual Report and Financial Statements
the ended June 2019

II: PROJECTS IMPLEMENTED BY THE ENTITY

the year under review, the projects implemented by the Communications Authority of

were fully funded through intemally generated revenue. There were no projects funded

neither state corporations nor development partners.

IX III: INTER.ENTITY TRANSFERS

the Financialyear 2018119, the Communications Authority of Kenya did not receive

nor development grants, direct receipts nor direct payments form other entities.

TV: RECORDING OF TRANSFERS FROM OTIIER GOVERNMENT

the year under review, the Communications Authority of Kenya did not receive any

from other government entities, therefore records ofthe same are not provided.
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