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ANNUAL REPORTS AND FINANCIAL STATEMENTS FOR THE YEAR ENDED JUNE 30,2OI9

KEY ENTITY INFORMATION AND MANAGEMENT

(a) Background information

The information and communications Technotogy Authority was estabtished in August 2013

by merging the Government lnformation Technotogy Service (GITS), The Kenya ICT Board,

and E-Government services in tine with the Executive Order No.2 of 2013 on the
Reorganization of Government, under Legal Notice No. 183 of 2013. At Cabinet levet, the
ICT Authority is represented by the Cabinet Secretary for lnformation, Communications

and Technotogy who is responsibte for the general poticy and strategic direction of the ICT

Authority.

(b) PrincipaI Activities
The principal activity of the ICT Authority is to rationalize and streamtine the
management of atl Government of Kenya ICT functions. lts broad mandate entaits
enforcing ICT standards in Government and enhancing the supervision of its

etectronic communication. The Authority also promotes ICT literacy, capacity,
innovation and enterprise in line with the Kenya National ICT Masterptan 2017.

ICTA Vision
Be the leader in transforming Kenya into a regiona[ ICT hub and a gtobatty competitive
digitat economy

ICTA llission
To champion and harness ICT for efficient and effective pubtic service detivery,
weatth creation and welt-being of Kenyans

ICTA liandote
Set and enforce ICT standards and guidetines for the human resource,

infrastructure, processes and system and technotogy for the pubtic office and pubtic

service; and

Deptoy and manage atl ICT staff in the pubtic service;
Facititate and regutate the design, imptementation and use of lCTs in the pubtic

service;
Promote ICT literacy and capacity;
Promote e-Government services;
Facititate optimal etectronic, etectronic form, electronic record and equipment use

in public service;
Promote ICT lnnovation and enterprise;
Establish, devetop and maintain secure ICT infrastructure and systems

Supervise the design, devetopment and implementation of criticat ICT projects
across the pubtic service.
lmplement and manage the Kenya National Spatiat Data lnitiative

ll

a



a

THE INFORMATION AND COMMUNICATION TECHNOLOGY AUTHORITY
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(c) Key Management

The ICT Authority management is under the fottowing key organs:
- Board of Directors
- Chief Executive Officer
- Senior Management Team

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

June 2019 and who had direct fiduciary responsibitity were:

Dr. Katherine Getao, EBS Chief Executive Officer (Appointed in December 2018)
John Sergon, EBS Ag. Chief Executive Officer (up to December 2018)

Eunice Kariuki Director Partnerships, lnnovation and Capacity
Devetopment
Pau[ Ronoh Director Programmes and Standards
Rosemary Ndiritu Director Corporate Services (Appointed in Aprit 20191

(e) FiduciaryOversightArrangements

(i) Finance Committee
The Finance Committee of Board ensures effective financial management of the ICT

Authority. They therefore review and monitor the budget of the institution. The

committee atso ensures that the tendering, procurement and disposal of assets are
administered as per Government and Donor regutations. On a quarterty basis, the
management presents a financial report to the committee.

(ii) Human Resource Committee
The objective of the Human Resources Committee is to assist the Board in discharging its
duty to oversee the estabtishment of appropriate Human Resource poticies and strategies
that provides the Authority with the capabitity to achieve its short- and long-term
objectives. The committee reviews, monitors and makes recommendations to the Board

on human resources strategy and poticies that pertain to staffing, compensation, benefits,
and retated issues of strategic importance that directty affect ICT Authority abitity to
recruit, devetop and retain the highty-quatified staff needed for it to achieve its mandate.
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(iii) Audit Committee
The Board has constituted an Audit Committee which meets four times a year or as

necessary. lts responsibilities inctude review of the integrity of the financial statements
and formaI announcements retating to the organizations financiaI performance,
accounting standards and maintaining oversight on internal control systems.

(iv) Project Governance Oversight Committee
The Project Governance Oversight Committee serves as the governing committee for the
work done by the Project Management team at the Authority. The purpose of the
committee is to provide approvals, guidance, resotutions and to review the project
imptementation throughout the lifecycte of each project. The committee ensures good

governance which sets the stage for success of the Project.

(f) EntityHeadquarters

P.O Box 27150-00100

Tetposta Towers
12th Ftoor, Kenyatta Avenue
Nairobi, Kenya

(g) ICT Authority Contacts

Tet: +254-20-2089061

Nairobi, Kenya

Emait: info@ict.eo.ke
Website: www. icta.qo. ke

(h) Entity Bankers

Citibank NA, Citibank House, Upper Hitl Road,

P.O Box 30711-00100
Tet: +254-20-2711221

Nairobi, Kenya

Kenya CommerciaI Bank

Kencom House, Moi Avenue,
P.O. Box 48400-00100,

Nairobi, Kenya
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(i) lndependentAuditors

Auditor General
Office of the Auditor Generat
Anniversary Towers, University Way

P.O. Box 30084-00100
Nairobi, Kenya

(j) Principal Legal Adviser

The Attorney GeneraI
State Law Office
Harambee Avenue
P.O. Box 40112

City Square 00200

Nairobi, Kenya
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THE BOARD OF DIRECTORS

Mr. Njoroge Nani Mungai is the Chairman of the ICT Authority with
effect from the 14th December 2018. Mr. Mungai is a lawyer and a
founding partner of MMC Africa Law, a corporate commercia[ law firm.

He has over 28 years' experience advising both pubtic and private
sector ctients in commercial transactions including
telecommunications, comptiance and regutatory, mergers and
acquisitions, capita[ markets, project finance, energy and
infrastructure projects. He has advised on some the region's largest
lPOs in Kenya and Rwanda.

Nani hlungai

He has advised locaI and internationaI ctients on significant Pubtic, Private Partnership
transactions, the structuring of mixed-use devetopments and has atso represented the owners and
devetopers of wind, solar and geothermal projects in atl aspects of conceptuatization and
devetopment of their energy projects.

Mr. Jerome Ochieng is the Principal Secretary for ICT and
lnnovation. Until his appointment, he was the Director of the
lntegrated Financial Management lnformation System (lFMlS) at the
NationaI Treasury.

*lr. Jerome Ochieng

He has 17 years'work experience in the fietd of information and
communication technotogy in the Pubtic Service at an Administrative
levet, he has served as a Manager ICT with Pubtic Procurement
Oversight Authority for 6 years. At operationat levet, he has a stint
of 8 years' experience rising within the ranks to the position of Asst.
Director ICT in the Department of Government lnformation
Technotogy Services.

He hotds a master's degree in lnformation Engineering from the University of the Ryukyus,
Okinawa, Japan and is undertaking a Master's in Business Administration from (ESAMI). He is a

registered fettow of the Computer Society of Kenya and a Licentiate Member of the lnstitute of
Management lnformation Systems (lMlS), UK.
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Chief Executive Officer

Dr. Katherine Getao, EBS-Untit her appointment, served as the
ICT Secretary at the Ministry of lCT. She has atso held other
senior appointments in government such as ICT Secretary, e-
Government at the Presidency and served in the United
Nations as a member of the Group of Governmental Experts on
Security in the context of lCT.

Among the key contributions Dr. Getao has brought to the
government is spearheading the Huduma Kenya lnitiative that
has brought a raft of government services ctose to the citizens
and has made pubtic service detivery accessible and efficient.

Dr. Kotherine Getoo, EBS

Other strategic initiative that Dr. Getao drove was DLP
business model that led to the provision of devices and
capacity buitding through a consortium approach that
combined a [oca[ university and assembly plant with an
i nternationat technotogy provider.

She is atso a poputar international keynote speaker on topics such as cyber diptomacy, internet
freedom and digital economy. Dr. Getao ptayed a critical role during the formation of the ICT
Authority in 2013 where she provided expert advice on the strategic planning, a rote which saw
three entities merge into one Authority in a seamtess transition process.

Dr. Getao brings to this office immense experience as a researcher, policy maker, expertise in ICT
for education, project management in an ICT environment, among others. She hotds a B.SC (Hons)
in Combined Sciences (Chemistry & Computer Studies) from the University of Brighton, U.K; an
M.SC in lntettigent Knowledge-based Systems from the University of Essex and a Ph. D. in Computing
from Lancaster University, U.K.

Alternate Members

Abraham Ondeng is the atternate to the PS Ministry of lnformation,
Communications and Technotogy. He is the Deputy Secretary in the
State Department of ICT and lnnovations, Ministry of lCT. He has over
15 years' experience in the fietd of administration and project
management in the ministry.

Abraham Ondeng

He has been invotved in the conceptualization and imptementation of
various ICT projects. He has atso been invotved in the preparation of
various poticy documents. He served in Konza Technopotis
Development Authority as Director of Management services and in the
Ministry as Assistant Secretary, Undersecretary before rising to the
position of Deputy Secretary.

He holds a Master's in Business Administration from ESAMI/MAASTRICT School of Management and
currently pursuing a Master's in Project Ptanning and Management from University of Nairobi. He
is a Member of KIM as wetl as a Member for African Association for Pubtic Administration and
Management.
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Mr. Tom Abuta is the alternate to the Principat Secretary State
Department of Lands. He is currentty a Senior State Counsel at the
Ministry of Lands and Physicat Planning. He atso previousty worked as
the Head of Legal Services at the Ministry of lndustry, Trade and Co-
operatives.

He hotds a Bachetor of Commerce from Punjab University, lndia and
a Bachetor in Law and Legistation from South Gujarat University,
lndia. He is atso an Advocate of the High Court of Kenya.

Mr. Tom Abuta

Mr. Abuta was ptayed a key rote in the digitization taskforce that cotlaborated with the ICT

Authority that oversaw the digitization of land records of the Ministry of Lands.

Mr. Stanley Kamanguya is the atternate to the Principal Secretary,
Treasury. He is currentty an Acting Director of lntegrated Financial
Management lnformation System (lFMlS) at the National Treasury. He

has over 10 years of experience in lnformation Technotogy, Project
Management and Business Devetopment. His previous rotes inctude
Consuttancy Services in both the Public and Private Sectors.

hlr. Stanley Kamanguya

He hotds a Bachetor's Degree in Computer Science from Maseno
University. He atso hotds a Master of Business Administration from
the United States lnternational University. He is atso a registered
Project Management Professionat (PMP) with the Project
Management lnstitute.

Mr. Kamanguya has a strong business acumen with great leadership skills and work.

lndependent Members

l(s Jerotich Sirma

Ms Jerotich Sirma is a lecturer of lnformation Systems at Egerton
University, Nakuru Town Campus Cottege.
Ms Sirma has enormous experience spanning over 20 years in the fietd
of information systems. She has worked for IBM Corporation and other
private and public sectors in the United States of America by managing,
deptoying and performing systems integration as wetl as
imptementation and infrastructure anatysis of [arge scale systems.

She is currentty pursuing a PhD in Business lnformation Systems in the
Schoot of lnformatics and lnnovative Systems at Jaramogi Oginga Odinga
University of Science & Technotogy.

She hotds an MBA from Howard University, Washington D.C. and BS in Computer lnformation
Systems from South-eastern University, Washington D.C. Ms Sirma has atso pubtished in different
journats in the area of Cyber Security/lnformation Security. She is a member of lnstitute of
Etectrical and Etectronics Engineers (IEEE).
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Ms Mercy Pendo is an Accountant at the Matindi Water and
Sewerage Company Sacco. She previousty worked as an Assistant in
the lnternat Audit Department of the same organisation. She hotds
a Bachelor's Degree in Economics and Finance from Kenyatta
University

lvls liercy Pendo

Eng. John Kipchumba is currentty the Co- founder and Chief Executive Officer
of INFONET Group (Africa and lnternationat.) He brings over'11 years of
experience working in the Non-Profit Sector and Government in shaping the
lnformation and Communications Technotogy Poticies. For the last 6 years he
has been activety preparing and presenting sectorat poticy briefs to both the
government and internationaI agencies in Kenya.

Eng. John K,

He hotds a Bachelor's Degree in Computer Science from the University of Nairobi. He atso studied
Cyber Security, lnnovations and Driving Government Performance at Harvard Kennedy School of
Government.

CPA Mwabu Dominic Muriungi is currentty a senior Accountant
and Systems Support at Jubitee lnsurance Company. He has over
20 years' experience in accounting and economics after working
with both AON Minet lnsurance and Agha Khan University Hospitat.

He hotds a Bachetor of Economics and Sociotogy from the
University of Nairobi. He is atso a certified accountant by the
lnstitute of Certified Public Accountants of Kenya (ICPAK)

He possesses strong teadership skitls, and probtem-sotving skitts.

1

CPA tlwabu Dominic Muriungt
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Ms. Veronica Thiga has an expansive work experience in
consutting and management of lnformation Systems both
locatty and internationalty. She has also worked in commercial
banking, microfinance, higher education and the non-profit
sectors.

She hotds a BSc. degree in Mathematics from Kenyatta
University and a MSc. Degree in Computer Science from
University of Victoria, Canada. Her thesis was based on project
research focusing on Technotogy Transfer issues in Sub-Saharan
covering Kenya, Uganda, Rwanda and Ethiopia. Veronica is
currentty working as an lndependent Consuttant

lls. Veronico Thiga

lmmedi ate Former lvlembers

Hon. Edwin Yinda was the Chairman for ICT Authority up to 13th

December 2018. He is a businessman and a former Member of
Partiament. He has worked for various shipping companies. He has
hetd various positions inctuding; Managing Director and
sharehotder of Span Freight Shipping Ltd, Director and Shareholder
of Cent Savvy lnvestments Ltd, Chairman and Main shareholder
Venus Tea Brokers Ltd, Chairman and Executive Director Suppty
Linkages Ltd, Board Member 5t. Andrews schoot, Turi and Trustee
of Wema Centre

He holds a diploma in Port and Shipping Administration from the
University of Wates, United Kingdom

Hon. Edwin Yindo

Eng. Eliud Waithaka was the atternate to the PS Ministry of Land,
Housing and Urban Devetopment until October 2018. He is the
Acting Chief Engineer (Etectricat) in the Ministry of Land, Housing
& Urban Devetopment.

He has worked in the Ministries of Transport and Communication,
Pubtic Works and Lands, Housing and Urban Devetopment for 32
years.
He hotds Bachetor of Science in Etectrical Engineering from
University of Nairobi. He is atso a registered Etectricat Engineer
and an associate member of the lnstitution of Engineers of Kenya
(rEK)

x

Eng. Eliud Waithaka
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MANAGE,UENT TEAM

Dr. Katherine Getao, EBS-Untit her appointment, served as

the ICT Secretary at the Ministry of lCT. She has atso hetd other
senior appointments in government such as ICT Secretary, e-
Government at the Presidency and atso served in the United
Nations as a member of the Group of Governmental Experts on
Security in the context of lCT.

Among the key contributions Dr. Getao has brought to the
government is spearheading the Huduma Kenya lnitiative that
has brought a raft of government services ctose to the citizens
and has made pubtic service detivery accessibte and efficient.

Other strategic initiative that Dr. Getao drove was DLP

business model that ted to the provision of devices and
capacity buitding through a consortium approach that
combined a locat university and assembty ptant with an

Dr. Kotherine Getoo, EBS international technotogy provider'

She is atso a poputar internationat keynote speaker on topics such as cyber diptomacy, internet
freedom and digitat economy. Dr. Getao ptayed a critical rote during the formation of the ICT

Authority in 2013 where she provided expert advice on the strategic ptanning, a rote which saw
three entities merge into one Authority in a seamless transition process.

Dr. Getao brings to this office immense experience as a researcher, poticy maker, expertise in ICT
for education, project management in an ICT environment, among others. She holds a B.SC (Hons)

in Combined Sciences (Chemistry & Computer Studies) from the University of Brighton, U.K; an
M.SC in lntettigent Knowtedge-based Systems from the University of Essex and a Ph.D. in Computing
from Lancaster University, U.K.

Mr. John Sergon, EBS was appointed as the Ag. Chief Executive
Officer with effect from 22nd March 2018 up to December 10, 2018.

He hotds MSc. Management lnformation Systems (MlS) from Bowie
State University, Mary Land USA and a Bachetor of Business

Administration (Accounting Option) from the University of District
Cotumbia, Washington DC, USA in 1988. He sat for his A Level
Certificate in 't981 from A[tiance High School and atso sat for his O
[eve[ certificate from the same institution and attained Division 1.

He has served a Director ICT in the Ministry of ICT since 2013.
Previousty he served as Director in the directorate of e-
Government, cabinet officer from Aprit, 2008 to September, 2013.
He worked in the National Security lntettigence, MIS

Speciatist/Consuttant parastatal reforms program, a Computer
Programmer at Kenya Commercial Bank Limited, part-time lecturer
at Moi Universitv and Strathmore Cotteqe

lir. John Sergon, EBS

xl
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Kipronoh Ronoh Paul- Director Programmes and Standards
Pau[ has hetd key senior positions as Head of ICT and Quatity
Management system at Kenya Urban Roads Authority and Head of ICT
at Civit Aviation Authority.

He hotds an MBA and B.Sc. in Computer Science from the University of
Nairobi. He atso holds professional quatifications in Microsoft certified
Systems Engineer (MCSE) and Cisco Certified Network Associate
(ccNA).

Eunice Kariuki-Director Partnerships, !nnovation and Capacity
Development

Eunice was the Marketing Director at Kenya ICT Board and doubted up
as a Deputy CEO for 7 years. She has worked for Microsoft as a Pubtic
Sector Account Manager. She also worked for Records & Archives
Management Systems company, Eastman Kodak Avro lnternational
Aerospace, UK.

Eunice hotds an MBA in Strategic Management, B.Sc. in Business
Studies, a Higher National Diptoma in Business lnformation Technotogy
and Chartered lnstitute of Marketing (ClM) Diptoma. She is a member
of the CIM and institute of Directors.

Rosemary Ndiritu-Director Corporate Services

Rosemary is a hotder of Corporate Finance (CF), MBA, CPA (K) and
BCom. (Accounting) professional quatifications. She has, in her
extensive career, hetd a number of Senior Leadership positions
within the private and pubtic sectors at both Executive
Management and Board Levets, in multipte roles as Corporate
Leader, Executive and Corporate Finance Practitioner.

The Director has significant hands-on sotid experience in the
formutation, devetopment and imptementation of organization,
business and financial strategies and in managing operations
(Administration, Finance, Audit, Tax, HR, Risk & Comptiance and
Performance-retated activities). She has been invotved in key
mitestone corporate finance transactions in the region, with

speciatization in M&A transactions, capital raising, transaction advisory, corporate restructuring,
financiat and investment advisory. Rosemary is also a Certified Retirement Benefits Fund Trustee
and a member of the lnstitute of Directors (lOD) Kenya, the Faculty of Corporate Finance at the
lnstitute of Chartered Accountants in Engtand and Wates (ICAEW) and of the lnstitute of Certified
Pubtic Accountants of Kenya (ICPAK) professional bodies.
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CHAIRMAN'S STATEMENT

The ICT Authority in cottaboration with various stakehotders is spearheading the detivery
of ICT services to the citizens. This is in conformity with Smart Africa 2063 agenda, the
Constitution of Kenya 7010, the country's economic btueprint Vision 2030, the Big Four

Agenda, the Nationat ICT Master Ptan, the Cybersecurity strategy and the Government of
Kenya Digitat transformation strategy.

The Authority is tasked with rationalizing and streaming the management of att

Government of Kenya ICT functions. lts broad mandate entaits enforcing ICT standards in

Government and enhancing the supervision of its etectronic communication. The Authority
atso promotes ICT literacy, capacity, innovation and enterprise.

To achieve our vision of detivering trustworthy and transformative ICT leadership we are
guided by the Strategic Ptan (2019-20221 that is under review and the Nationat ICT

lnfrastructure Master Plan (2019-2029). The two documents detail what we need to do for
Kenya to become a digitat economy and our vision to use ICT to transform lives.
The documents also identify ICT as being a key foundation and enabter in driving the
devetopment agenda of the Kenyan nation and ptays a big rote in the attainment of the
economic devetopment, social wettbeing and job creation.

ln the financia[ year 201912020, the Authority is reviewing its Strategic ptan.The reviewed

Strategic Ptan witt be guided by the fottowing themes; Shared services; ICT lnnovation and

Enterprise; lnformation Security; ICT Human Capitat and ICT governance. The main

programmes and projects the Authority is rotling out during this period inctude: Digitat

Literacy Programme (DLP), Presidentia[ Digitatent Programme (PDTP), County

Connectivity project and Nationa[ Optic Fibre Backbone (NOFBI).

To achieve our goats, we continue to work with our development partners like Wortd Bank

through the Eastern Africa Regional Transport, Trade and Devetopment Facititation
(EARTTDF), numerous other private sector stakehotders and the academia.

As we look to the next fiscal year, we are committed to continue detivering on our
mandate and strategic ptan. We witt continue to work on many of the projects from the
previous year, white buitding momentum on new ones.

We atso ptan to ensure that the Authority work is wetl understood and communicated
among the various stakehotders. The Authority witt atso undertake quarterty monitoring
and evatuation of these priority projects in order to ensure that the comptetion rate and

cost efficiency of each project is 100%. Our main chaltenge stitt ties in inadequate funding
of our operations and projects. As per our detivery modet, we ptan to work ctosety with
atl partners and especialty the ICT businesses and academia.

xiii
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We appreciate the support, advice and encouragement that we have received
look forward to much improved partnerships.
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REPORT OF THE CHIEF EXECUTIVE OFFICER

The ICT Authority is the teading pubtic sector organization with responsibitity for
harnessing information and communication technotogy to increase the efficiency and
effectiveness of government operations as wetl as citizen service delivery.

To futfit this mandate we have focused on four areas: (a) the provision of secure and
retiabte ICT infrastructure (b) building the capacity of citizens and government officiats
to use lCTs (c) supporting the development and use of lCTs in the pubtic sector to provision
e-Government services and (d) the performance of research, innovation and enterprise in
order to foster continuous improvement and increase jobs, productivity and wealth.

ln the area of infrastructure, the ICT Authority has devetoped a National ICT lnfrastructure
Master Ptan(2020-24).This document witt guide and spur the growth of fibre backbone
infrastructure with international submarine cabtes and redundant cross connect points to
att neighbouring countries. The Master Ptan atso spetts out strategies that witl facititate
and increases the efficient provision and use of data centres.

ln support of the Master Ptan, the Authority is atready partnering with agencies in the
Road sector and other major ptayers in infrastructure. The aim of this partnership is to
create and implement poticies that witt streamline the devetopment of the country's
infrastructure. This wit[ then address chattenges such as damage to infrastructure through
competing developments. It witt atso enhance the cost effective devetopment and
management of new infrastructure. The ICT Authority, in cooperation with sister agencies,
has atso embarked on a major rationatization and upgrading of data centres. The Authority
is currentty project managing the devetopment of NOFBI 2E, over 2500 km of Fibre
connecting sub county headquarters, and the rehabititation and upgrading of over 600km
of fibre countrywide.

On Capacity Devetopment, the Authority is the key agency that is imptementing and
managing the Digital Learning Programme (DLP) which is set for Phase !1. Through DLP,

the Authority has delivered over one mittion digitat devices to over 22,000 pubtic primary
schoots in att parts of Kenya. We have also deptoyed human capacity through the regional
and County ICT Officers who are the first line support to the teachers and chitdren using
the devices for teaching and learning.

A monitoring and evaluation report compited by the Kenya lnstitute of Curricutum
Devetopment (KICD) in 2018 tinked the use of the digitat devices to improved learning
outcomes, increased enrolment and reduced absenteeism especiatty in the arid and semi-
arid areas as wet[ as other rural parts of the country. The Authority witt continuousty
imptement interventions to ensure maximum utitization of the digitat devices and so

entrench the use of ICT for teaching and learning in Kenya.

The ICT Authority has devetoped a capacity buitding framework that devetops the digitat
citizen from an earty age (6 years) up to working tife. We have atigned two programmes
with this framework. These are Ajira (an online work programme) which we support and
the Presidential Digitat Tatent Programme (PDTP) through which we on-board 400 interns
every financial year. They are trained for 12 catendar months and during that period they
receive hands-on ICT skitts as they intern in both pubtic and private sectors.
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ln the area of e- Government services, the Authority is supporting secure Government
communications and connectivity. This is to enabte pubtic sector organizations share voice
and data communications. lt has atso served publ.ic servants to work from both the office
and home. The Authority has redesigned the security architecture for increased security.
We are supporting the detivery of 10 GBPS lnternet to pubtic agencies. We havr: atso
reorganized and moved the Government etectronic mail and websites to more s;ecure
location and management.

On research, innovation and enterprise, the Authority has developed a partnership with
ten universities. This partnership witt facititate the execution of research that is rel.evant
to our programmes and the specific challenges that have been reveated througlh our
monitoring and evatuation efforts. We have atso devetoped an innovation deveto;lment
framework and portal named Whitebox. We are using this ptatform to harness the ideas
and products of young innovators and bring them to market. We have several ,active
partnerships with large and smatl ICT companies and cottaborate in issues such as thought
leadership, capacity buitding of young Kenyans and testing of emerging technology. We
atso assist corporates and pubtic agencies through consuttancy, standards and comptiance
and accreditation of ICT companies.

Att these efforts are aimed at positioning Kenya as a reliabte regional and gtobat
information and communications technology hub. lt is our commitment as the ICT
Authority is committed to enhancing the success and robustness of the ICT sector in Kenya
and enabting the achievement of Vision 2030 and the Government's Big 4 Agenda.

Dr. Katherine W. Getao, EBS

CHIEF EXECUTIVE OFFICER
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CORPORATE GOVERNANCE STATEMENT

The Board of the ICT Authority is responsibte for the overatt management of the
organization and is accountabte to its stakehotders for ensuring that the organization
compiles with the law and the highest standards of best practices in corporate governance

and quatity service detivery. The Authority's Board is committed to integrity in accordance
with the generatty accepted corporate practices and endorse the devetoped principtes of
good corporate governance.

The Board
The Board is made up of 10 Members representing various stakehotders. The Board consists

of the fottowing members
(a) Non-executive chairman
(b) Principa[ Secretary, Ministry of lnformation, Communication and Technotogy
(c) Principat Secretary, The Nationa[ Treasury
(d)Principal Secretary, Ministry of Land, Housing and Urban Devetopment
(e)Six persons appointed by the Cabinet Secretary by virtue of their speciatist

Knowtedge and distinguished service and experience in matters relating to
information and communication technotogies, e-government-commerce, [aw,
finance or human resources.

The conduct of the Board is governed by the terms of a Board Charter ensuring that its
rote is independent from that of management. lt covers Board responsibitities, the conduct
of meetings, conftict of interest, Board effectiveness and evatuation and information
confidentiatity among other matters.
The Board meets quarterty or more often if business so dictates. During its meetings it
considers reports from the various board committees and matters retated to the general
strategy of the Company.

Committees of the Board
The Board has four standing committees, which meet regutarty under the terms of
reference set by the Board. They are:
i. Human Resource Committee
ii. Finance Committee
iii. Programs & Standards committee
iv. Audit Committee

The mandate of each committee is exptained in part I (e) above.

Board Meetings
The Board has a work ptan in place. Meetings of the fut[ Board are hetd at teast once every
quarter. The notice agenda and Board papers are circutated in advance of each meeting.
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MANAGEMENT DISCUSSION AND ANALYSIS

1. Financial Performance

For the year ending 30 June 2019, the total income was KShs 6,641,257,212 which

comprised of grants of KShs 6,598,813,196 from the Parent Ministry (MolCT), KShs.

37,489,278 pubtic contributions and donations for the 2018 Connected summit, KShs.

3,200,000 for Whitebox project, interest income of KShs 264,126 f rom the Escrow Account

and the foreign exchange gain for the year was KShs 4,690,612.

Total expenditure for the year was KShs. 1,788,612,775 compared to the previous year

which was KShs 6,277,850,952. This was a decrease of 72% from the previous year's totat
expenditure. This can be attributed to the project funds being reteased in the tast month

of the financial year thus detay in undertaking the set activities for the year under review.

2. Operational Performance
The Authority is tasked with the responsibitity of rationatising and streamtining the

management of a[[ Government of Kenya ICT functions. Our broad mandate entails

enforcing ICT standards in Government and enhancing the supervision of its etectronic
communication. We atso promote ICT literacy, capacity, innovation and enterprise in line

with the Kenya National ICT Masterplan 2017.

Some of the core functions and from which the performance indicators are derived from

include:

o Set and enforce ICT standards and guidelines for the human resource,

infrastructure, processes and system and technotogy for the pubtic office and pubtic

service inctuding deployment and management of atl ICT staff in the pubtic service;

. Facititate and regutate the design, imptementation and use of lCTs in the pubtic

service;

. Promote ICT literacy and capacity;

o Promote e-Government services;

o Facititate optimal etectronic, etectronic form, etectronic record and equipment use

in pubtic service

o Promote ICT lnnovation and enterprise;

o Estabtish, develop and maintain secure ICT infrastructure and systems

. Supervise the design, development and implementation of criticat ICT projects

across the pubtic service.

o lmplement and manage the Kenya National Spatiat Data lnitiative
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3. Key projects

a) NOFBI -National Optic Fiber Backbone lnfrastructure Project

Project Background

NOFBI - has been imptemented in three phases to date
. NOFBI Phase 1- From 2005 to 2008, the government has [aid 4,300 KMs of 24 core

fiber across the country and passing through 56 major towns in Kenya. This phase

of the project was expected to supplement the existing tetecommunications
infrastructure while comptementing other forms of infrastructure such as roads,
raitways and power tines in national devetopment.

. NOFBI Phase 2 - From 2014- 2017 and its scope inctudes 2,100KM fiber links and
lP equipment to att the 47-county headquarters, buitding of metropotitan area
networks in atl 47 county Headquarters and making them access the nationat
backbone.

. NOFBI Phase ll Expansion- 2017 - to date, the government is buitding NOFBI 2E

network with a scope of 2500KM fiber tinks and lP equipment majorty covering
sub-counties and creating many sub-rings to further increase redundancy.
lnstaltation of Access points in 290 sub counties

Project undertaking

To ensure connectivity to atl government buitdings in the country ensuring timety
and enhanced service detivery to the citizens, efficiency and productivity of GOK

emptoyees.

Achievements
o Network of 9000kms built country wide
. Use of NOFBI lnternet services in att 47 county head quarters
o Transmission equipment instatted in2551290 sub counties

il.

lmpact on the society
Kenya has since achieved a more retiable, stabte and efficient national backbone
network that is being used by the Government at the National and County levets
resutting in improved service delivery.
Besides meeting the government's own needs, it is atso availabte for use by other
operators for the detivery of connectivity services and provide alternative faitover
routes.
As a neutral shared government infrastructure, NOFBI has great potential to address
the market demands from Tetco's and lSPs to extend broadband connectivity across

the country.

t.

ilt.
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b) Eastern Africa RegionalTransport, Trade and Development Facilitation Program
(EARTTDFP)

The South Sudan - Eastern Africa Regional Transport, Trade and Devetopment

Facititation Program (EARTTDFP) is a regional initiative to facititate efficient
movement of persons, goods and services between Kenya and South Sudan. The

project aims at facititating and lowering the cost of intra-regiona[ trade to support

regional cooperation and integration of economies in the sub-region. ln addition,
the project witt focus on making the North Western part of Kenya and South Eastern

part of South Sudan more accessibte via a road and internet connectivity.

Project Objectives

Through the lnformation Communication and Technotogy component of the
EARTTDFP project, the Government of Kenya aims at achieving the fottowing

devetopment objectives:

i. Contribute to extend the geographic reach of broadband networks inctuding

enhanced international connectivity for both South Sudan and Kenya; and

ii. Contribute to improved detivery of pubtic services.

Achievements so far
The rehabititation of the existing Optic Fibre Cabte has commenced. The Optic Fibre

Cable from Etdoret to Kapenguria is currentty carrying internet traffic;
The technical specifications for the Etdoret- Nadapat/ Nakodok route have been

devetoped. ICTA plans to advertise this bid during the month of August 2019.

c) Digital Literacy Programme (DLP)

The Government of Kenya (GoK) has undertaken integration of ICT across atl levets of
education through the Digital Literacy Programme (DLP) in order to prepare learners for
the digitat and competitive knowtedge economy. The objective of the Programme is to
impart required skitts and attitudes that inctude criticaI thinking, creativity,
communication, cottaboration, and innovation aimed at preparing learners to
competitivety participate in a knowtedge-based economy.

ln order to achieve above, GoK initiated ongoing DLP in 2015 where it is being

imptemented through mutti-government agencies (Ministry of Education, Ministry of lCT,

MOEP, MOITC, The National Treasury, OAG, KISE, KICD, KP, REA and TSC) in phased out

approach titl learners in basic education are covered. lt is important that as learners'

transit from one stage to another, they have access to requisite skitts and toots to be abte

to participate effectivety in the current digitat wortd.

ii
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DLP Deployment Model

Technolo6y

Oblectlve

Rrrpose

Taryet 6roup

Deployment model

rlllJt II

Lower Primary (Grade 1-3)

"Learnlng to Use" the
technology

Expose Learners to friendty
technotogy to encourage early
adoption

Shared attractive tablets with
touch screen features
appropriate technology for
young leamers

"Virtuat Lab" with Shared
and toots

Advanced Learners (Above
Grade 7)

"Using to Produce" the
technology

Facilitate learners shape their
concepts towards production

Advance technotogy with toots to
enabte mentorship of ideas and
production. Enhance toots for
creativity and critical thinking

Advanced Labs with tools to enabte
prototyping ofdesigning

products

Upper Primary (Grade 4-5)

"Uslng to Lelrn" the technotogy

Expose Learners to technologica[
tools for leaming to enhance
creativity and innovation

Enhanced devices with keyboard and
appropriate software tools to enabte
creativity and innovation

A " Shared Smart Lab" with required
tools

Phase I Phase lll

DLP De lo ment Model

Achievements

20,54 pubtic primary schoots representing95.T4 % of the contracted2l,729 schoots
under DLP Phase I have been supptied with 1,114,558 devices. lnstattations for the
remaining 1,035 schoots is ongoing.
113,223 teachers have been trained on CBC and 93,009 teachers have been trained
on ICT integration and device utitization.
19,023 pubtic primary schoots have been connected to power by nationat grid and
3,241 pubtic primary schoots have been connected to power by solar.
An improved enrotment of pupit's enrotment in pubtic primary schoots has been
reatized, including improved attendance.
Two [oca[ device assembty ptants have been estabtished, one at JKUAT and another
one at Moi University.

. The production capacity for the Moi University device assembty ptant is 1200

LDDs per day operating in two shifts of 8 hours each.
. The production capacity for the JKUAT has two assembty lines with daity

production capacity of 600 LDDs each per shift.
A mechanism for DLP technical support has been estabtished across the country.
The ICT Authority has estabtished 8 regional offices, 47 county offices and sub-
county offices and officers posted at these levets to support the Programme.

a

a

a

a
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The number of students both at master's and PhD levets have shown interest in
studying various aspects of the DLP for research purposes in Universities.
Several countries have sought to benchmark with Kenya on how to imptement
various aspects of ICT integration in education (e.g. Zambia, Zimbabwe, and
Mozambique).
Lessons have been learnt on how to cottaboratively imptement government
programmes.

4. Compliance with statutory requirements

Authority is futty compliant with the statutory laws and regutations. There are no major
non-comptiance concerns that may expose the entity to potentiatcontingent liabitities.

ln addition, The Authority has futty comptied with att statutory requirements. This
inctudes timety submission of PAYE June 30, 2019.

a

a

a

5.

i.

ii.

iii.

iv.

Major risks facing the entity,

Credit Risk- the risk of financial loss to the Authority if counter parties fail to meet
their contractuat obtigations when they fatt due. The authority's credit risk is

primarily attributabte to its bank batances. The credit risk on tiquid funds with
financial institutions is [ow, because the counter parties are banks with high credit-
ratings

Liquidity risk-the risk of the Authority not being abte to meet its obtigations as

they fatt due. The Authority's approach to managing tiquidity risk is to ensure that
there is sufficient cash and cash equivatents are avaitabte to meet its tiabitities
when due, without incurring unacceptabte losses or risking damage to the
Authority's reputation. Prudent tiquidity risk management strategies that the
Authority has put in ptace inctudes (i) prospectivety assessing the need for funds to
meet obtigations and (ii) ensure the avaitabitity of cash to futfit those needs at the
appropriate time by coordinating the various sources of funds avaitable to the
Authority under normat and stressed conditions

Operational risks from the execution of the Authority's day to day functions
towards achieving its objectives. Examptes of such risks inctude cyber risk, data
security, lT Faiture, insufficient internal controts etc. The fottowing measures have

been put in ptace to mitigate such risks: (i) enhanced organizational capability in
ensuring safety of staff (ii) staff sensitization on adherence to internat poticies

under various departments such as Finance, Human Resources and
Procurement(iii)continuous upgrade of current infrastructure to prevent and
minimize lT retated risks such as computer hacking.

ReputationaI risk due to the high pubtic interest in the national projects
imptemented by ICTA and our invotvement in government cybersecurity and
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v.

vi.

strategic systems.

Unctosed historical projects with procurement process chaltenges.

Faiture to achieve mandate due to competing demands from muttipte stakehotders.
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CO RPORATE SOC IAL RESPON S I BI LITY STATEMENT/S U STAI NAB I LITY REPORTI N G

This is about how ICTA takes account of its economic, social and environmental impact in
the way it operates as a pubtic organization. By demonstrating our commitment to
corporate social responsibitity (CSR), we aim to atign our values, purpose and strategy
with the needs of our emptoyees, Local community and society at large, white embedding
such responsibte and ethicat principtes into everything we do.

Though the Authority does not have a CSR poticy in ptace, we endeavour to have one in
ptace in the near future. Neverthetess, as a parastatat, our dealing with our ctients,
suppliers and the l,ocal community principtes in an effort to support reducing our energy,
procurement, transport, water use and other business usage to reduce our carbon
footprint and environmental impact.

We endeavour to reduce the environmental impact by reducing atl our transportation
requirements whether possibte and use such facitities as web-ex and conference catl
facitities. We use vehictes that are regutarly services and checked with regards to their
emission levets and economicatty use their fuet. We atso source and buy our requirements
locatty to promote the local industries. We have atso sensitized staff to ensure that atl
tights and equipment is switched off when not required and ensuring that water is used

efficientty. Other measures inctude printing in doubte sided and recycting waste.

On [oca[ community, the authority ensures that our work with the [oca[ community
invotves working and supporting local and national charities and encouraging votunteer
work in community activities. The Authority witt atso ensure that we deal responsibty,

openty and fairty with supptiers by ensuring that we use [oca[ supptiers as much as possibte

and that we wi[[ endeavour to pay them on time. The Authority wit[ continue to forge
pubtic private partnership when undertaking the activities in order to ensure we make a

significant positive difference in the society.
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REPORT OF THE DIRECTORS

The Pubtic Finance Management Act, 2012 and the State Corporations Act Cap 446, require
the Directors to prepare financial statements in respect of the ICT Authority, which give

a true and fair view of the state of affairs of the authority for period ended June 30, 2019.
The Directors atso ensure that the Authority keeps proper accounting records which
disctose with reasonabte accuracy the financial position of the Authority. The Directors

are responsibte for safeguarding the assets of the Authority.

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 ICT Authority is to rationatize and streamtine the management
of atl Government of Kenya ICT functions. lts broad mandate entails enforcing ICT

standards in Government and enhancing the supervision of its etectronic communication.
The Authority atso promotes ICT literacy, capacity, innovation and enterprise in line with
the Kenya National ICT Masterptan 2017.

Results
The resutts of the entity for the year ended June 30, 2019 are set out on page 1 to 41.

Directors
The members of the Board of Directors who served during the year are shown on page vi-
x. During the year ending June 30,2019 one director retired (Eng. Etiud Waithaka), one

director resigned (lsis Nyongo) and Mr. Njoroge Nani Mungai was appointed Chairman of
the Authority with effect from 14th December 20'18 reptacing Hon. Edwin Yinda who was

reappointed Chairperson of the Board of the Postal Corporation of Kenya.

Dividends/Surplus remission
ln accordance with Section 219 {2) of the Pubtic Financial Management Act regutations,

regutatory entities shatl remit into Consotidated Fund, ninety per centum of its surptus

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

The entity did not make any surptus during the year and hence no remittance to the
Consotidated Fund.

Auditors

The Auditor General is responsibte for the statutory audit of the Authority in accordance

with Article 229 of the Constitution of Kenya and the Pubtic Audit Act 2015 to carry out

the audit of the entity for the year ended June 30,2019.
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STATEAAENT OF DIRECTORS' RESPONSIBILITIES

section 81 of the Pubtic Finance Management Act, 2012 and the state corporati'ns Actcap 446 require the Directors to prepare financial statements in respect of lcr Aut.hority,which give a true and fair view of the state of affairs of the authoiity at the end of thefinanciat year, and the operating results for that year. The Directors are atso required toensure that the Authority keeps proper accounting records which disctose with reasonabteaccuracy the financial position of the Authority. The Directors are atso responsirbte forsafeguarding the assets of ICT Authority.

The Directors are responsibte for the preparation and presentation of the Authority,sfinanciat statements, which give a true and fair view of the state of affairs of the Authorityfor and as at the end of the financial year ended on June 30, 2019. This responsibitityinctudes: (i) maintaining adequate financial management arrangements and ensuring thatthese continue to be effective throughout the relorting period; (ii) maintaining properaccounting records, which disctose with reasonable accuracy at any time the financiatposition of the entity; (iii) designing, imptementing and maintaining internal controtsrelevant to the preparation and fair presentation of the financiat statements, and enrsuringthat they are free from material misstatements, whether due to error or fraucl; (iv)safeguarding the assets of the Authority (v) setecting and apptying appropriate accountingpoticies; and (vi) making accounting estimates that are reasonabte in the circumstances.

The Directors accept responsibitity for the Authority's financiat statements, which havebeen prepared using appropriate accounting poticies supported by reasonabte and prrudentjudgements and estimates, in conformity with International pubtic sector Accountingstandards (lPsAs), and in the manner required by the pFM Act, 2012 and state corporationsAct cap ll$'fl1s Directors are of the opinion that the Authority,s financiat statements givea true and fair view of the state of the Authority's transactions during the financial yearended June 30, 2019, and of the financiat position as aLih;a;il iie oirectors furtherconfirm the completeness of the accounting records maintained for the Authority rvhichhave been retied upon in the preparation of the Authority,s financiat statements as wall asthe adequacy of the systems of internal financiat control.

Nothing has come to the attention of the Directors to indicate that the Authority wilt notremain a going concern for at teast the next twelve months from the date of this statenrent.

Approval of the flnanclal statements
The s financiat statements were approved by the Board on
2019 its behatf by:
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAL

Enhancing Accountabi lity

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-ooroo

NAIROBI

REPORT OF THE AUDITOR.GENERAL ON INFORMATION AND COMMUNICATION
TECHNOLOGY AUTHORIW FOR THE YEAR ENDED 30 JUNE, 2019

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of lnformation and
Communications Technology Authority set out on pages 1 to 53, which comprise of the
statement of financial position as at 30 June, 2019, statement of financial performance,
statement of changes in net assets, statement of cash flows and the statement of
comparison of budget and actual amounts for the year then ended, and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit.

In my opinion, except for the effects of the matter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the lnformation and Communication Technology
Authority 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 comply with Legal Notice No.183 of 2013 and the Public Finance
Management Act, 2012.

Basis for Qualified Opinion

1. Unsupported Prior Year Adjustments

The statement of changes in net assets reflects prior year adjustments balance of
Kshs.966,237,911. However, Note 29(b) to the financial statements reflects prior year
adjustments of Kshs.992,899,745 resulting to an unreconciled variance of
Kshs.26,661,834. Further, the balance has not been accounted for in line with IPSAS 3-
Accouting policies, changes in accounting estimates and errors, where prior year
adjustments are allowed only in cases where there is a change in accounting policy or
changes in accounting estimates arising from new information or new development and
that restatement be done in the year it first occurred and the comparatives in the current
year be restated.

Report of the Auditor-General on Information and Communication Technologt Authority for the year ended
30 June, 2019



Consequently, the accuracy of prior year adjustments of Kshs.996,237,911 reflected in
the statement of changes in net assets as at 30 June, 2019 could not be confirmed.

2. Unauthorized Project Expenditure

The East Africa Regional Transport, Trade and Development Facilitation Project
(EARTTDF IDA Project) is funded by the World Bank. As disclosed under Note 19 to the
financial statements, the statement of financial performance reflects a balance of
Kshs.124,499,336 in respect of the EARTTDF project. However, Management did not
provide a 'no objection' letter for the annual work plan and budget by the donor, as
required under section ll F(1) of the financing agreement, for audit verification.

Further, the statement of comparison of budget and actual amounts reflects a balance of
Kshs.3,406,797,318 as payments during the year which includes payments of
Kshs.1,384,583,478 for Letters of Credit (LCs) and an advance payment of
Kshs.192,691,381 all totalling to Kshs. 1,577 ,274,859 that were made to various suppliers
though not included in the budget for the year 201812019.

ln the circumstances, the validity of the expenditure could not be ascertained

3. Unsupported Depreciation Expense

As disclosed under Note 11 to the financial statements, the statement of financial
performance reflects depreciation expense of Kshs.26,957,200. However, the
recomputed balance amounts of Kshs.31 ,827,796.20 resulted in an unreconciled
variance of Kshs.4,870,596. The brought forward balance of property, plant and
equipment of Kshs.116,145,692 could not be confirmed since there was no
comprehensive fixed asset register.

Consequently, the accuracy and completeness of depreciation charge of
Kshs.26,957,200 reflected in the statement of financial performance for the year ended
30 June, 2019 could not be confirmed.

4. Unsupported Rent and Parking

As disclosed under Note 13 to the financial statements, the statement of financial
performance reflects general expenses of Kshs.62,527,743, which includes rent and
parking of Kshs.38,131,158, out of which expenses amounting to Kshs.1,116,712 was
not supported by a signed lease agreement.

Consequently, the accuracy and validity of rent and parking expenses balance of
Kshs.1,116,712 for the year ended 30 June,2019 could not be confirmed.

5. lnaccuracy of Presidential Digital Talent Program

As disclosed under Note 16 to the financial statements, the statement of financial
performance reflects Presidential Digital Talent Program balance of Kshs.117,814,0'11.
However, the approved project progress report, availed for audit review, reflected actual
expenditure of Kshs.133,673,844 resulting to an unreconciled and unexplained variance
of Kshs.15,859,833.

Report of the Audilor-General on Information and Communication Technologt Authority for the year ended
30 June, 2019
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Under the circumstances, the accuracy and validity of the Presidential Digital Talent
expenditure of Kshs.117,814,011 reflected in the statement of financial performance for
the year ended 30 June, 2019 could not be confirmed.

6. Unsupported Special Grants Expenses

As disclosed under Note 17 to the financial statements, the statement of financial
performance reflects special grant expenses of Kshs.1,162,405,194. The following
observations were noted :

6.1 Shared Services

The balance includes payments totalling Kshs.18,534,541 in respect of maintenance of
government data centre equipment contract. Review of records revealed that the
maintenance contract commenced on 28 September, 2015 and expired on
27 September, 2016. However, the contract was extended on two occasions upto
31 March, 2018. Subsequently, the contract was again renewed on 18 June, 2018for a
further period of one year. Documentation in support of the procurement process for the
contract extension and renewal were not provided for audit verification.

Further, the balance includes National Optic Fibre Backbone lnfrastructure Project,
NOFBI project of Kshs.40,638,599 out of which a balance of Kshs.21,029,390 was in
relation to travel expenses through imprests issued to staff from the Authority as well as
the State Department for lCT and lnnovation although the project was being implemented
by the State Department. Further, no documentation such as approved workplan/activities
for the project, an agreement with the State Department to undertake the monitoring and
evaluation activities was provided for audit review. There was no operational framework,
annual monitoring and evaluation plan between the State Department detailing when and
where the activities were to be undertaken.

In addition, the balance includes County Connectivity Project, CCP costs amounting to
Kshs.115,936,321 for undertaking monitoring and evaluation of the project. Expenses
amounting to Kshs.2,499,100 related to NOFBI project without an approval for
reallocation. Examination of records revealed that imprests were issued to officers of the
Authority as well as officers from the State Department for ICT and lnnovation even
though the project is implemented by the State Department. Further, supporting
documents such as engagement agreement between the State Department and the
Authority to undertake the monitoring and evaluation activities, operating framework,
annual monitoring and evaluation workplan.

Under the circumstances, the accuracy, completeness and validity of expenditure
amounting to Kshs.42,063,031 included under special grant expenses balance of
Kshs.1 ,162,405,194 for the year ended 30 June, 2019 could not be confirmed.

9. Unsupported Connected Summit Expenses

As disclosed under Note 20 to the financial statements, the statement of financial
performance reflects connected summit expenses amounting to Kshs.46,032,526.
However, the Management did not provide supporting documents such as approved
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budget and workplan and the procurement process for audit verification. Further, two (2)
suppliers were not in the prequalified list of suppliers, three (3) suppliers were paid
approximately 82% of total expenditure with one getting Kshs.29 ,417 ,330 or 640/o, yet this
was not a specialized service.

Under the circumstances, the validity of connected summit expense of Kshs.46,032,525
for the year ended 30 June ,2019 could not be confirmed.

10. lnaccuracy of Presidential Digital Talent Program

As disclosed under Note 22 (a) to the financial statements, the statement of financial
position reflects cash and cash equivalents of Kshs. 4,868,186,440. The balance includes
Presidential Digital Talent Program balance of Kshs.46,947,693. However, progress
report on the program reflects a balance of Kshs.3,007,187 resulting to an unreconciled
variance of Kshs.43,940, 506.

Consequently, the accuracy of Presidential Digital Talent Program, cash and cash
equivalents balance of Kshs.46,947,693 reflected in the statement of financial position as
at 30 June, 2019 could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the lnformation and Communications
Technology Authority Management in accordance with ISSAI 130 on Code of Ethics. !

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

Key Audit Matters

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

Other Matter

1. Budgetary Control and Performance

The statement of comparative budget and actual amounts reflects final receipts budget
and actual on comparable basis of Kshs.7,119,116,766 and Kshs.6,641,257,212
respectively, resulting to an under-funding of Kshs.477,859,554 or 6.7o/o of the budget.
The under-funding mainly occurred under the donor funded programmes. Similarly, the
Project expended Kshs.3,406,797,318 against an approved budget of
Kshs.7,119,116,766 resulting to an under-expenditure of Kshs.3,712,319,448 or 52o/o of
the budget. The under-expenditure occurred under the programs and purchase of fixed
assets.

The underfunding and underperformance affected the planned activities and may have
impacted negatively on service delivery to the public.
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2. Unresolved Prior Year Mafters

ln the previous years' audit reports, several issues were raised. However, although the
Management has indicated that the issues have been responded to, the matters have
remained unresolved as the Public lnvestments Committee finalized hearings on the
same.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on Lawfulness
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 lawfully and in an effective way.

Basis for Conclusion

1. Unsupported Transparency and Communication lnfrastructure Project, TCIP
Expenses

As disclosed under Note 18 to the financial statements, the statement of financial
performance reflects Transparency and Communication lnfrastructure Project, TCIP
expenses amount of Kshs.55,962,008. !t was noted that the Authority used part of the
proceeds of TCIP Project funds financed by the World Bank for the supply, installation,
configuration and commissioning of a Resource Management System (RMS). The
budgetary allocation as per TCIP procurement plan was Kshs.71,400,000. The supplier
was awarded the contract at a contract price of Kshs.62,954,452.60 and the contract was
signed on 15 April, 2016. The implementation period was agreed to be three (3) months
upon submission of an agreed project plan. However, during the audit review, three (3)
years after the contract was signed, the operational usage of the system was at only 9.7
% with human resource module not signed-off completely. Total amount of
Kshs.50,363,562.04 had already been paid to the supplier with an outstanding balance
of Kshs.12,590,890.52 as at 16 February, 2018. The Management has explained that the
system had not been handed over and the issues noted had not been resolved at the time
of audit.

Further, the amount includes payment to seven (7) consultants working on lntegrated
Financial Management lnformation System (lFMlS) and information security system.
However, the Management did not provide, for audit review the consultants' contract and
pre-agreed performance indicators. Further, documents availed for audit indicate that
TCIP project came to an end on 31 December,2016 with a grace period of four (4) months
to ensure closure and continuity.

Under the circumstances, it was not possible to confirm the value for money in respect of
TCIP expenses totalling Kshs.55,962,008 for the year ended 30 June,2019.
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2. National Optic Fibre Backbone lnfrastructure Project, NOFBI Loan

The NOFBI project is implemented by the State Department for ICT and lnnovation and
funded by Export lmport Bank of China at approximately Kshs.16,500,000,000. Although
the Authority has started repayment of the loan, the loan has not been recorded in the
Authority's financial statements. Further, although the NOFBI Project network is being
used by most of the data service providers in the country, the Project Manager did not
also availfor audit review, the billings done in the last four (4) years of which the proceeds
should fund the loan repayments. Management did not also provide the service provision
framework in place between NOFBI Project Managers and the user audit review. The
Government has therefore, been funding the operation of private commercial entities
without recovering the cost. This amounts to imprudent use of public resources. No
explanation has been provided for the exclusion of the loan in the accounting records.

Under the circumstances, the Management has not effectively managed public resources
and value for money on the investment could not be ascertained.

3. Slow Project Funds Absorption

The East Africa Regional Transport, Trade and Development Facilitation Project
(EARTTDF IDA Project) which started in November,2015 with an estimated completion
date of December, 2021 had notably consumed 60% of its lifecycle to completion.
However, the estimated budgeUfunding for the project amounts to approximately
Kshs.2,979,795,000 while accumulated expenditure as at 30 June, 2019 amounts to
Kshs.182,905,071 (6.130/o of the estimated budget of the entire project). At the current
project funds absorption level, the project life will lapse without full absorption of the
project financing.

ln the circumstances, it has not been possible to determine whether the Project's
objectives will be met and whether value for money has been achieved.

4. Non-Recovery of Outstanding Pasha Loans

The statement of financial position reflects Pasha Fund asset of Kshs.45,193,389. The
balance represents loans advanced to entrepreneurs to set up information hubs to be
repaid within nine (9) years. However, the balance is in arrears and there has been no
collection during the year under review. No provision for impairment of this asset has
been created in the financial statements even though recovery is clearly doubtful.
Additionally, there has been no interest charged on the revolving fund balance even
though the loan has remained unpaid for twelve (12) months.

!n the circumstances, it has not been possible to confirm whether Management has
prudently managed public resources.

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
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govern them. I believe that the audit evidence I have obtained is sufficient and appropriate
to provide a basis for my conclusion.

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, I confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and overall governance were not effective.

Basis for Conclusion

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

Responsibilities of Management and Board of Directors

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public SectorAccounting 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
the Management is aware of the intention to liquidate the Authority orto 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
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
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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 materialmisstatement 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
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, ! 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
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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.

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 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 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 I consider necessary in the circumstances.

! 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 controlthat 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
and other matters that may reasonably be thought to bear on my independence, and
where applicable, related safeguards.

AUDITOR.GENERAL

Nairobi

21 July,2021

Report of the Audilor-Generol on Information and Communication Technologt Authority for the year ended
30 June, 2019

9



THE INFORMATION AND COMMUNICATION TECHNOLOGY AUTHORITY
ANNUAL REPORTS AND FINANCIAL STATEMENTS FOR THE YEAR ENDED JUNE 30, 2OI9

STATEMENT OF FINANCIAL PERFORMANCE

FOR THE YEAR ENDED 30 JUNE 2019
2018-2019

Pubtic Contributions & Donations

Grants income

Revenue from exchange transactions

Other income

Total revenue

Expenses

Emptoyee costs

Directors costs

Depreciation expense

Routine maintenance

General expenses

Miscettaneous Expenses

Finance costs

Presidentiat Digitat Tatent program

Other Expenses

Special Grant Expenses

TCIP Project Expenses

EARTTDF IDA Grants Expenses

Connected Summit expenses

Taxes

Total expenses

Surptus/(deficit) for the period

4,954,738 10,186,031

6,641,257,212 6,862,621,038

Note KShs

37,489,278

6,598,8'13,196

2017t2018

Restated

KShs

5,616,529

6,846,818,478
6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

167,540,197

20,985,5't5

26,957,200

2,430,928

62,527,743

195,845,352

12,720,908

13,352,114

1,139,478

88,534,660

9,698,118

898,064

125,376,143

5,691,081,576
71,614,971

40,927,785

1,378,880

117,814,011

1,162,405,194

55,962,008

124,499,336

46,032,526

79,736

1,788,612,775 6,251,189,119

4,852,644,437 611,431,920

The notes set out on pages 9 to 38 form an integral part of these Financial Statements

I

Revenue from non-exchange transactions



TEE INT'ORMATION A}iD COMMUhICATION TECHNOLOGY,A.UTEORITY
ANTIVU,q,L RDPORTS AND FINAT{CIAI, STATEMENTS FOR TEE YEAR ENDED JT]IYE 30, 2019

STATEAAENT OF FINANCIAL POSITION
AS AT 30 JUNE 2019

Assets

Current assets

Cash and cash equivatents
Receivabtes from exchange transactions
Pasha Fund

Prepayments

Non-current assets

Property, plant and equipment

Total assets

Llabllltles
Current llabllltles
Payabtes from exchange transactions

Non-Current Llabilitles
NOFBI Il Expansion Escrow Account

Total llablllties

Net assets
Accumutated (Deficit) /Surptus

Total net assets and llabllltles

6,492,038,8U 1,7ti0,261,185

67,269,010 52,027,967

Note

22

23

24

25

26

29

2018t2019

KShs

4,868,186,440
3,479,754

45,193,389
1,575,180,301

2017t2018
Restated

lGhs

t338,916,929

1176,150,967

45,193,389

6,559,307,895 1,812,289,152

27

28

941,194,344 2,1)17,748,562

366,309,916 361,619,3U

1,307,504,260 2,379,367,E66

5,251,803,635 (567,078,7141

6,559,307,895 1,812,289,152

The Financial Statements set out on pages 1 to 8 were signed on behatf of Board of Drectors
by:

c.E.o
Dr. Katherlne Getao, EBS

oat"9.*..A.V.CI *o?A

Head of Finance
CPA Otiver Pyoko
ICPAK M.No.12558
Date................

Chait
Nani

Date.

the
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THE INFORMATION AIYD COMMUMCATION TECHNOLOGY AUTHORITY
AIYNruAL REPORTS AND FINAI\CIAL STATEMENTS FOR THE YEAR ENDED JUI\TE 30,2019

STATETAENT OF CHANGES IN NET ASSETS
FOR THE YEAR ENDED 30 JUNE 2019

Note:
1. Prior year adjustment: Note 29(o)-This is o write off .

3

(1,178,51O,633)At July 1,2017 (1,178,51O,633)

Total comprehensive income 6'11,431,920 611,43',1,920

1567,078,7141At June 30, 2018 Rstated (567,O7E,7141

At July 1,2018 (567,O7E,7141 (567,078,7141

Prior year Adjustments 966,237,911 966,237,911

4,852,W,437Total comprehensive income 4,852,U4,437

At June 30, 2019 5,251,E03,635 5,251,803,625

Ordlnary
share capltal

Rerraluation
reserve

Fair valuo
adlustment

naserve

Retalned
earning

Proposed
dividends

CapltaU
Development
C*ants/Fund

Total



THE INFORMATION AND COMMUNICATION TECHNOLOGY AUTHORITY
ANNUAL REPORTS AND FINANCIAL STATEMENTS FOR THE YEAR ENDED JUNE 30,2OI9

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2OI9

Cash flows from operating activities

Surplus for the year before tax 4,852,644,437 z3611, 7,911

Adjusted for:

Depreciation 76,957,700 13,357,114

Payabtes 966,737,917

5,845,839,549 624,784,034

Working capital adjustments:

Decrease/ (lncrease) in receivabtes (702,508,088) (824,687,968)

lncrease/ (Decrease) in payabtes (1 ,07 1 ,863 ,607 ) 730,841,270

Net cash flows from operating activities 4,071,467,854 530,937,336

Cash flows from investing activities
(47,198,243) (76,661,834)Purchase of property, ptant and equipment

Net cash flows used in investing activities (42,198,2431 (26,661,834)

Net increase/(decrease) in cash and cash equivatents 4,029,269,611 504,275,502

334,641,327Cash and cash equivatents at 1 Juty 838,916,829

838,916,829Cash and cash equivatents at 30 June 4,868,186,440

4

2018-2019 2017-2018

Restated

KShs KShs



THE INFORMATION AND COMMUNICATION TECHNOLOGY AUTHORITY
ANNUAL REPORTS AND FINANCIAL STATEMENTS FOR THE YEAR ENDED.IUNE 30,2OI9

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL A,\ OUNTS
FOR THE YEAR ENDED 30 JUNE 2019

2018-2019 2018-2019 20r8-2019 2018-20192018-2019 2018-2019

KShs KShs o//oKShs KShs KShsRevenue
(2s) 0%(5,756.900) 292,088,100 282.088.075GOK Recurrent 287,845,000

(600) o%136,680,000 (2,733,600) 133,946,400 133,945,800
Presidential Digital Talent
Programme

o%550,000,000 550,000.000Shared Services 550.000,000

o%100.000,000 100,000,000NOFBI 100.000.000

I 15,000,000 I 15,000,000 o%I 15,000,000County Conrtectivity Project

5,250,000,000 (466,500,000) -8%I 1,933,000,000 (6.216,500,000) 5,7 r 6,500,000Digital Literacy Programme

42,220.936 (7,999,994) -1,6%16,000,000 34,220,930 50,220,930TCIP IDA Funds

(45,802,951 ) -21%(28,638,664) 171 ,361 ,336 125,558,385EARTTDF IDA Funds 200,000.000

o%37,489,278 37,489,278Contributions & Donations

o%4,954,738 4,954,738Other incomes

(6,219,408,234) 7,119,116,766 6,641,257,212 (477,859,554)Total income 13,338,525,000

Expenses
167,540,197 20,914,941 11%197,955,138 (9,500,000) I 88,455,1 3 8E,mployee costs

20,988,51 5 4,014,485 t6%15,000,000 10,000,000 25,000,000Directors costs

o%26,957,200 (26,957,200)Depreciation expense

7%(6,100,000) 2,600,000 2,430,928 169,072Repairs and maintenance 8,700,000

o%(756,900) 62,573,460 62,527,743 45,71763,330,360General expenses

I ,3 78,880 221,120 1.4%1,000,000 600,000 1,600,000Finance costs

I I 7,814,01 I 16,132,389
12%136,680,000 (2,733,600) 133,946,400Presidential Digital Talent

program
79,237 (79,237) o%Taxation paid

Other Expenses
-6%550,000,000 582,126,782 (32,126,782)Shared Services 550,000,000

600/o100,000,000 40,638,599 59,361,401NOFBI 100,000,000

I 15.000,000 115,936,321 (936,321)I 15,000,000County Connectivity Project

5

-t%

Original budget
Supplementary I

&II Final budget
Actual on

comparable
basis

Performance
difference

Performance
difference 7o



THE INFORMATION AND COMMUNICATION TECHNOLOGY AUTHORITY
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Digital Literacy Programme I 1,873,323,000 (6,225,800,000) 4,070,248,141 423,703,492 3,646,544,649 90%

TCIP IDA Funds r6,000,000 34,220,930 50,220,930 ss,962,008 (5 ,7 4l ,07 8) -LT%

EARTTDF IDA Funds 200,000,000 (28,638,664) 171,361,336 124,499,336 46,862,000 27%

Connected Summit 46,032,526 (46,032,526) o%

Sub-Total expenditure 13,276,988,498 (6,228,708,234) 5,471,005,405 1,789,612,775 3,682J92,630

Other not in Finance Performance

Variance Explanations

a) TCIP Funds- 2nd hatf grants of KShs 8 Mittion was not received from The Ministry of lCT.

b) EARTTDF IDA Funds-the funds were not received from The Ministry of lCT.

c) Contributions and Donations -these were funds donated to sponsor the connected 2018 summit and the Whitebox
project.

d) Emptoyee costs- the positive variance is because att the positions have not yet been fitted up.
e) Director's costs-the positive variance is due to not atl directors attended training during the period under review.
f) Routine Maintenance- No major repairs were conducted during the period under review.
g) Fixed Assets- the procurement process detayed thus assets not purchased ad budgeted for.
h) Finance costs- the charges were proportionate to the transactions.
i) PDTP-the Cohort lll interns finished their tenure in Aprit 2019, there were no inters for 2 months hence the positive

variance.
j) NOFBI expenses-Due to detay in retease of funds, the activities set witt be conducted in the first quarter of 2019/20

FY.

k) Digitat Literacy Programme (DLP)- Due to detay in retease of fund, the signing of contract for the devices detayed
thus the activities wilt be undertaken in the first quarter of 2019120 FY

6

Purchase of Fixed Assets 1,859,502 1,859,502 138,250 1,421,252 76%

Digital Literacy Programme
(DLP) Fixed Assets 59,677,000 9,300,000 68,977,000 40,471,433 28,505,567 47%

1,384,583,478 1,384,583,478 0Letters of Credit (LCs) o%

192,691,381Advance Payment 192,691,381 0) o%

Sub-Total expenditure 61,536,502 9,300,000 1,648,lllJ6l 1,618,184,543 29,926,818

Total Expenditure 13,338,525,000 (6,219,408,234) 7,1l9,l16,766 3,,406,797,318 3,712,319,449

Net Surplus (0) 0 3,234,459,894 3,234,459,894
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t) TCIP- this was to pay for the IFMIS and lnformation Security consuttants whose payments were denominated in dottars

and varied due to different exchange rates.
m) EARTTDF IDA Funds-the ctient detayed in submitting invoices in time, the expenses witl be accounted for in the next

financiaI period.

n) Connected Summit- the summit is hetd on a yearly basis and it's sponsored by contributions and donations.
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THE INFORMATION AND COMMUNICATION TECHNOLOGY AUTHORITY
ANNUAL REPORTS AND FINANCIAL STATEMENTS FOR THE YEAR ENDED JUNE 30, 20I9

NOTES TO THE FINANCIAL STATEMENTS

GENERAL INFORMAT!ON

The ICT Authority is estabtished by and derives its authority and accountabitity
from Legal Notice No.198 amended order 2013. The Authority is whotty owned by

the Government of Kenya and is domicited in Kenya. The Authority's principa[

activity is to rationatize and streamtine the management of atl Government of
Kenya ICT functions. lts broad mandate entaits enforcing ICT standards in

Government and enhancing the supervision of its electronic communication. The

Authority atso promotes ICT literacy, capacity, innovation and enterprise in line

with the Kenya National ICT Masterptan 2017.

2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

The financia[ statements have been prepared on a historical cost basis except for
the measurement at re-vatued amounts of certain items of property, ptant and

equipment, amounts and actuarialty determined tiabitities at their present vatue.

The preparation of financial statements in conformity with lnternational Pubtic

Sector Accounting Standards (IPSAS) attows the use of estimates and assumptions.

It atso requires management to exercise judgement in the process of apptying the

Authori ty's accounti ng poticies.

The financia[ statements have been prepared and presented in Kenya Shittings,

which is the functional and reporting currency of the Authority.

The financial statements have been prepared in accordance with the PFM Act, the

State Corporations Act and lnternationat Pubtic Sector Accounting Standards

(IPSAS). The accounting poticies adopted have been consistentty apptied to at[ the
years presented.
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THE INFORMATION AND COMMUNICATION TECHNOLOGY AUTHORITY
ANNUAL REPORTS AND FINANCIAL STATEMENTS FORTHE YEAR ENDED JUNE 30,20I9

NOTES TO THE FINANCIAL STATEMENTS (Continued)

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 lmpact

IPSAS 40:
Pubtic Sector
Combinations

Applicabte: 1't January 2019
The standard covers pubtic sector combinations arising from
exchange transactions in which case they are treated similarly
with IFRS 3(appticabte to acquisitions onty). Business

combinations and combinations arising from non-exchange
transactions are covered purety under Pubtic Sector
combinations as amatgamations.
(The Stondard hos no impact to the Authority)

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:
IPSAS 41:
FinanciaI
lnstruments

Applicabte: 1't January 2022:
The objective of IPSAS 41 is to establish principtes for the
financial reporting of financia[ assets and tiabitities that wit[
present retevant and usefu[ information to users of financial
statements for their assessment of the amounts, timing and

uncertainty of an entity's future cash ftows.
IPSAS 41 provides users of financial statements with more useful
information than IPSAS 79, by:-

. Applying a singte classification and measurement modet
for financiaI assets that considers the characteristics of the
asset's cash ftows and the objective for which the asset is
hetd;
. Apptying a singte forward-tooking expected credit [oss

modeI that is appticabte to att financiaI instruments
subject to impairment testing; and
. Apptying an improved hedge accounting model that
broadens the hedging arrangements in scope of the
guidance. The model devetops a strong tink between an

entity's risk management strategies and the accounting
treatment f or instruments held as part of the risk
management strategy.

(The Standard hos no impoct to the Authority).
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THE INFORMATION AND COMMUNICATION TECHNOLOCY AUTHORITY
ANNUAL REPORTS AND FINANCIAL STATEMENTS FOR THE YEAR ENDED JUNE 30, 20I9

NOTES TO THE FINANCIAL STATEMENTS (Continued)

Standard Effective date and impact:
IPSAS 42:
SociaI Benefits

Applicable: 1't January 2022
The objective of this Standard is to improve the retevance, faithful
representativeness and comparabitity of the information that a

reporting entity provides in its financial statements about sociat

benefits. The information provided shoutd hetp users of the financial
statements and generat-purpose financiaI 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 financiat
performance, financiat position and cash ftows.
(The Standord has no impact to the Authority.)

iii. Early adoption of standards

The entity did not earty - adopt any new or amended standards in year 7019.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a) Revenue recognition

i) Revenue from non-exchange transactions
Transfers from other government entities
Revenues from non-exchange transactions with other government entities
are measured at fair vatue and recognized on obtaining control of the asset
(cash, goods, services and property) if the transfer is free from conditions
and it is probabte that the economic benefits or service potentiat retated
to the asset wi[[ ftow to the entity and can be measured retiabty. Recurrent
grants are recognized in the statement of comprehensive income.
Devetopment/capitat grants are recognized in the statement of financial
position and realised in the statement of comprehensive income over the
useful tife of the assets that has been acquired using such funds

ii) Revenue from exchange transactions
Rendering of services
The entity recognizes revenue from rendering of services by reference to
the stage of comptetion when the outcome of the transaction can be

estimated retiabty. The stage of comptetion is measured by reference to
labour hours incurred to date as a percentage of total estimated labour
hours.

l0
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THE INFORMATION AND COMMUNICATION TECHNOLOCY AUTHORITY
ANNUAL REPORTS AND FINANCIAL STATEMENTS FOR THE YEAR ENDEDJUNE 30,20I9

NOTES TO THE FINANCIAL STATEMENTS (Continued)

Where the contract outcome cannot be measured retiabty, revenue is

recognized onty to the extent that the expenses incurred are recoverabte.

Sale of goods
Revenue from the sale of goods is recognized when the significant risks and

rewards of ownership have been transferred to the buyer, usuatty on

detivery of the goods and when the amount of revenue can be measured

retiabty and it is probabte that the economic benefits or service potential
associated with the transaction wit[ ftow to the entity.

!nterest income
lnterest income is accrued using the effective yietd method. The effective
yietd discounts estimated future cash receipts through the expected tife of
the financiat asset to that asset's net carrying amount. The method appties
this yietd to the principal outstanding to determine interest income each
period.

Dividends
Dividends or simitar distributions must be recognized when the
sharehotder's or the entity's right to receive payments is established.

Rental income
Rental income arising from operating leases on investment properties is

accounted for on a straight-tine basis over the lease terms and inctuded in
revenue.

b) Budget information

The original budget for FY 2018-7019 was approved by the National Assembty.

Subsequent revisions or additional appropriations were made to the approved

budget in accordance with specific approvats from the appropriate authorities.
The additional appropriations are added to the original budget by the entity
upon receiving the respective approvats in order to conctude the final budget.

The entity's budget is prepared on a different basis to the actuat income and

expenditure disclosed in the financia[ statements. The financiat statements
are prepared on accrual basis using a ctassification based on the nature of
expenses in the statement of financial performance, whereas the budget is

prepared on a cash basis. The amounts in the financial statements were recast
from the accrual basis to the cash basis and rectassified by presentation to be

on the same basis as the approved budget. A comparison of budget and actual

ll
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THE INFORMATION AND COMMUNICATION TECHNOLOCY AUTHORITY
ANNUAL REPORTS AND FINANCIAL STATEMENTS FOR THE YEAR ENDEDJUNE 30,2OI9

NOTES TO THE FINANCIAL STATEMENTS (Continued)

amounts, prepared on a comparable basis to the approved budget, is then
presented in the statement of comparison of budget and actua[ amounts.

ln addition to the Basis difference, adjustments to amounts in the financial
statements are atso made for differences in the formats and ctassification
schemes adopted for the presentation of the financial statements and the
approved budget.

c) Taxes

Current income tax
Current income tax assets and tiabitities for the current period are measured

at the amount expected to be recovered from or paid to the taxation
authorities. 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 Entity operates and generates taxabte income.
Current income tax relating to items recognized directty in net assets is
recognized in net assets and not in the statement of financial performance.
Management periodicatty evatuates positions taken in the tax returns with
respect to situations in which appticabte tax regutations are subject to
interpretation and estabtishes provisions where appropriate.

Deferred tax

Deferred tax is provided using the tiabitity method on temporary differences
between the tax bases of assets and tiabitities and their carrying amounts for
financiaI reporting purposes at the reporting date.

Deferred tax liabitities are recognized for atl taxabte temporary differences,
except in respect of taxabte temporary differences associated with
investments in controtled entities, associates and interests in joint ventures,
when the timing of the reversal of the temporary differences can be controtted
and it is probabte that the temporary differences will not reverse in the
foreseeabte future.

Deferred tax assets are recognized for atl deductibte temporary differences,
the carry forward of unused tax credits and any unused tax losses. Deferred
tax assets are recognized to the extent that it is probabte that taxabte profit
witt be avaitabte against which the deductibte temporary differences, and the
carry forward of unused tax credits and unused tax losses can be utilized,
except in respect of deductibte temporary differences associated with
investments in controtted entities, associates and interests in joint ventures,
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ANNUAL REPORTS AND FINANCIAL STATEMENTS FOR THE YEAR ENDEDJUNE 30,20I9

NOTES TO THE FINANCIAL STATEMENTS (Continued)

deferred tax assets are recognized onty to the extent that it is probabte that
the temporary differences witl reverse in the foreseeabte future and taxabte
profit wi[[ be avaitabte against which the temporary differences can be

utitized.

The carrying amount of deferred tax assets is reviewed at each reporting date
and reduced to the extent that it is no longer probabte that sufficient taxable
profit will be availabte to atlow atl or part of the deferred tax asset to be

utitized. Unrecognized deferred tax assets are re-assessed at each reporting
date and are recognized to the extent that it has become probabte that future
taxabte profits witl attow the deferred tax asset to be recovered.

Deferred tax assets and tiabitities are measured at the tax rates that are
expected to appty in the year when the asset is reatized or the tiabitity is

settled, based on tax rates (and tax [aws) that have been enacted or
substantivety enacted at the reporting date.

Deferred tax retating to items recognized outside surptus or deficit is

recognized outside surptus or deficit. Deferred tax items are recognized in
corretation to the undertying transaction in net assets.

Deferred tax assets and deferred tax tiabitities are offset if a tegatty

enforceabte right exists to set off current tax assets against current income

tax tiabitities and the deferred taxes retate to the same taxabte entity and the
same taxation authority.

Soles tox

Expenses and assets are recognized net of the amount of sates tax, except:

r When the sates tax incurred on a purchase of assets or services is not
recoverable from the taxation authority, in which case, the sales tax is

recognized as part of the cost of acquisition of the asset or as part of the
expense item, as appticabte

'F When receivabtes and payabtes are stated with the amount of sates tax
inctuded

The net amount of sates tax recoverabte from, or payabte to, the taxation
authority is inctuded as part of receivabtes or payabtes in the statement of
financiaI position.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
d) lnvestment property

lnvestment properties are measured initialty at cost, inctuding transaction
costs. The carrying amount inctudes the reptacement cost of components of an

existing investment property at the time that cost is incurred if the recognition
criteria are met and exctudes the costs of day-to-day maintenance of an

investment property.

lnvestment property acquired through a non-exchange transaction is measured

at its fair vatue at the date of acquisition. Subsequent to initial recognition,
investment properties are measured using the cost model and are depreciated
over a 3O-year period.

lnvestment properties are derecognized either when they have been disposed

of or when the investment property is permanentty withdrawn from use and no

future economic benefit or service potential is expected from its disposat. The

difference between the net disposal proceeds and the carrying amount of the
asset is recognized in the surptus or deficit in the period of de-recognition.

Transfers are made to or from investment property onty when there is a change

in use.

e) Property, plant and equipment
Atl property, plant and equipment are stated at cost [ess accumutated

depreciation and impairment losses. Cost inctudes expenditure that is directty
attributabte to the acquisition of the items. When significant parts of property,
ptant and equipment are required to be reptaced at intervats, the entity
recognizes such parts as individuat assets with specific usefut lives and

depreciates them accordingty. Likewise, when a major inspection is

performed, its cost is recognized in the carrying amount of the ptant and

equipment as a reptacement if the recognition criteria are satisfied. Att other
repair and maintenance costs are recognized in surptus or deficit as incurred.
Where an asset is acquired in a non-exchange transaction for niI or nominal

consideration the asset is initiatty measured at its fair vatue.

Depreciation

Depreciation on Fixed Assets is calcutated to write down their cost over their
useful lives on a straight-tine basis at the fottowing rates:

Asset Percentage (%)

Motor vehicte 75.0

Furniture and fittings 12.5

Computers and lT equipment 30.0
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

f) Leases

Finance [eases are [eases that transfer substantiatty att of the risks and benefits
incidental to ownership of the teased item to the Entity. Assets hetd under a
finance lease are capitatized at the commencement of the lease at the fair
vatue of the leased property or, if lower, at the present vatue of the future
minimum [ease payments. The Entity atso recognizes the associated lease
tiabitity at the inception of the lease. The tiabitity recognized is measured as

the present vatue of the future minimum tease payments at initiat recognition.

Subsequent to initial recognition, lease payments are apportioned between
finance charges and reduction of the lease tiabitity so as to achieve a constant
rate of interest on the remaining batance of the tiabitity. Finance charges are
recognized as finance costs in surptus or deficit.

An asset hetd under a finance lease is depreciated over the usefut tife of the
asset. However, if there is no reasonabte certainty that the Entity witl obtain
ownership of the asset by the end of the lease term, the asset is depreciated
over the shorter of the estimated useful life of the asset and the lease term.
Operating leases are leases that do not transfer substantiatty att the risks and

benefits incidental to ownership of the leased item to the Entity. Operating
lease payments are recognized as an operating expense in surptus or deficit on

a straight-tine basis over the [ease term.

g) lntangible assets

lntangibte assets acquired separatety are initiatty recognized at cost. The cost
of intangibte assets acquired in a non-exchange transaction is their fair value
at the date of the exchange. Fottowing initiaI recognition, intangible assets are
carried at cost [ess any accumutated amortization and accumutated
impairment [osses. lnternatty generated intangibte assets, exctuding
capitatized devetopment costs, are not capitatized and expenditure is

reftected in surptus or deficit in the period in which the expenditure is

incurred.

The useful life of the intangibte assets is assessed as either finite or indefinite.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

h) Research and development costs

The Entity expenses research costs as incurred. Devetopment costs on an

individual project are recognized as intangibte assets when the Entity can

demonstrate:

', The technical feasibitity of compteting the asset so that the asset witl be

avaitabte for use or sate

h) Research and development costs (Continued)

Fottowing initial recognition of an asset, the asset is carried at cost less any

accumulated amortization and accumutated impairment losses. Amortization
of the asset begins when development is comptete, and the asset is avaitable
for use. lt is amortized over the period of expected future benefit. During the
period of devetopment, the asset is tested for impairment annuatly with any

impairment losses recognized immediatety in surptus or deficit.

i) Financial instruments

Financiol ossets

lnitial recognition ond meosurement

Financial assets within the scope of IPSAS 29 Financial lnstruments:
Recognition and Measurement are ctassified as financiat assets at fair vatue

through surptus or deficit, loans and receivabtes, hetd-to-maturity
investments or avaitabte-for-sate financial assets, as appropriate. The

Entity determines the ctassification of its financiaI assets at initiat
recognition.

Loans ond receivobles

Loans and receivabtes are non-derivative financial assets with fixed or
determinabte payments that are not quoted in an active market. After
initial measurement, such financial assets are subsequently measured at
amortized cost using the effective interest method, less impairment.
Amortized cost is catcutated by taking into account any discount or
premium on acquisition and fees or costs that are an integral part of the
effective interest rate. Losses arising from impairment are recognized in

the surptus or deficit.

l6
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

Held-to-maturity

Non-derivative financial assets with fixed or determinabte payments and

fixed maturities are classified as hetd to maturity when the Entity has the
positive intention and abitity to hotd it to maturity. After initial
measurement, hetd-to-maturity investments are measured at amortized
cost using the effective interest method, less impairment. Amortized cost
is calculated by taking into account any discount or premium on acquisition
and fees or costs that are an integral part of the effective interest rate.
The [osses arising from impairment are recognized in surptus or deficit.

lmpairment of financial ossets

The Entity assesses at each reporting date whether there is objective
evidence that a financia[ asset or an entity of financial assets is impaired.
A financia[ asset or an entity of financial assets is deemed to be impaired
if, and onty if, there is objective evidence of impairment as a resutt of one
or more events that has occurred after the initiat recognition of the asset
(an incurred'toss event') and that loss event has an impact on the
estimated future cash ftows of the financial asset or the entity of financial
assets that can be retiabty estimated. Evidence of impairment may inctude
the fottowing indicators:

'F The debtors or an entity of debtors are experiencing significant financiat
difficutty

reorganization

cash flows (e.g. changes in arrears or economic conditions that corretate
with defautts)

Finoncial liabilities

lnitial recognition and meosurement

Financial liabitities within the scope of IPSAS 79 are ctassified as financial
tiabitities at fair vatue through surptus or deficit or [oans and borrowings,
as appropriate. The Entity determines the ctassification of its financiaI
tiabitities at initia[ recognition.
At[ financiat tiabitities are recognized initiatly at fair vatue and, in the case

of loans and borrowings, plus directty attributabte transaction costs.

t7
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
Loans and borrowing

After initiat recognition, interest bearing toans and borrowings are
subsequentty measured at amortized cost using the effective interest
method. Gains and losses are recognized in surptus or deficit when the
liabitities are derecognized as wet[ as through the effective interest method
amortization process.

Amortized cost is catculated by taking into account any discount or
premium on acquisition and fees or costs that are an integral part of the
effective interest rate.

i) !nventories

lnventory is measured at cost upon initiat recognition. To the extent that
inventory was received through non-exchange transactions (for no cost or for
a nominal cost), the cost of the inventory is its fair value at the date of
acquisition.

Costs incurred in bringing each product to its present tocation and conditions
are accounted for, as fottows:
'r Raw materiats: purchase cost using the weighted average cost method

'/ Finished goods and work in progress: cost of direct materiats and labor and

a proportion of manufacturing overheads based on the normal operating
capacity, but exctuding borrowing costs.

After initiat recognition, inventory is measured at the lower of cost and net
reatizable vatue. However, to the extent that a class of inventory is distributed
or deptoyed at no charge or for a nomina[ charge, that ctass of inventory is
measured at the tower of cost and current reptacement cost.

Net reatizabte vatue is the estimated setting price in the ordinary course of
operations, less the estimated costs of comptetion and the estimated costs

necessary to make the sate, exchange, or distribution.

lnventories are recognized as an expense when deptoyed for utitization or
consumption in the ordinary course of operations of the Entity.

j) Provisions

Provisions are recognized when the Entity has a present obtigation (tegal or
constructive) as a resutt of a past event, it is probabte that an outftow of
resources embodying economic benefits or service potentiat will be required
to settte the obtigation and a retiable estimate can be made of the amount of
the obtigation.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

Where the Entity expects some or atl of a provision to be reimbursed, for
exampte, under an insurance contract, the reimbursement is recognized as a
separate asset only when the reimbursement is virtuatty certain.

The expense retating to any provision is presented in the statement of financiaI
performance net of any reimbursement.

C onti ngent li o bi I iti e s

The Entity does not recognize a contingent tiabitity but disctoses detaits of any
contingencies in the notes to the financial statements, untess the possibitity of
an outflow of resources embodying economic benefits or service potential is

remote.

Contingent assets

The Entity does not recognize a contingent asset but disctoses detaits of a

possible asset whose existence is contingent on the occurrence or non-

occurrence of one or more uncertain future events not whotly within the
control of the Entity in the notes to the financia[ statements. Contingent assets

are assessed continuatty to ensure that developments are appropriatety
reftected in the financial statements. lf it has become virtualty certain that an

inftow of economic benefits or service potentiaI wit[ arise and the asset's vatue

can be measured retiabty, the asset and the related revenue are recognized in
the financia[ statements of the period in which the change occurs.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

k) Nature and purpose of reserves

The Entity creates and maintains reserves in terms of specific requirements.

l) Changes in accounting policies and estimates

The Entity recognizes the effects of changes in accounting poticy

retrospectively. The effects of changes in accounting poticy are apptied
prospectivety if retrospective apptication is impracticat.

m) Employee benefits

Retirement benefit plans

The Entity provides retirement benefits for its employees and directors.
Defined contribution ptans are post-emptoyment benefit ptans under which an

entity pays fixed contributions into a separate entity (a fund) and wi[[ have no

[ega[ or constructive obtigation to pay further contributions if the fund does

not hotd sufficient assets to pay atl emptoyee benefits retating to emptoyee

service in the current and prior periods. The contributions to fund obligations
for the payment of retirement benefits are charged against income in the year

in which they become payabte.

Defined benefit ptans are post-emptoyment benefit ptans other than defined-
contribution plans. The defined benefit funds are actuariatty valued tri-
annuatty on the projected unit credit method basis. Deficits identified are
recovered through lump sum payments or increased future contributions on

proportionat basis to at[ participating emptoyers. The contributions and lump

sum payments reduce the post-emptoyment benefit obligation.

n) Foreign currency transactions

Transactions in foreign currencies are initialty accounted for at the ruting rate
of exchange on the date of the transaction. Trade creditors or debtors

denominated in foreign currency are reported at the statement of financial
position reporting date by apptying the exchange rate on that date. Exchange

differences arising from the setttement of creditors, or from the reporting of
creditors at rates different from those at which they were initiatty recorded
during the period, are recognized as income or expenses in the period in which

they arise.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

o) Borrowing costs

Borrowing costs are capitatized against quatifying assets as part of property,
ptant and equipment.

Such borrowing costs are capitatized over the period during which the asset is
being acquired or constructed and borrowings have been incurred.
Capitatization ceases when construction of the asset is comptete. Further
borrowing costs are charged to the statement of financiaI performance.

p) Related parties

The Entity regards a retated party as a person or an entity with the abitity to
exert control individualty or jointty, or to exercise significant influence over
the Entity, or vice versa. Members of key management are regarded as related
parties and comprise the directors, the CEO and senior managers.

q) Service concession arrangements

The Entity anatyses atl aspects of service concession arrangements that it
enters into in determining the appropriate accounting treatment and

disctosure requirements. ln particutar, where a private party contributes an

asset to the arrangement, the Entity recognizes that asset when, and onty
when, it controts or regulates the services the operator must provide together
with the asset, to whom it must provide them, and at what price. ln the case

of assets other than 'whote-of-tife' assets, it controts, through ownership,
beneficial entittement or otherwise - any significant residual interest in the
asset at the end of the arrangement. Any assets so recognized are measured
at their fair vatue. To the extent that an asset has been recognized, the Entity
also recognizes a corresponding tiabitity, adjusted by a cash consideration paid

or received.

r) Cash and cash equivalents

Cash and cash equivatents comprise cash on hand and cash at bank, short-term
deposits on catl and highty tiquid investments with an original maturity of three
months or [ess, which are readity convertibte to known amounts of cash and

are subject to insignificant risk of changes in vatue. Bank account batances
inctude amounts hetd at the Central Bank of Kenya and at various commercial
banks at the end of the financial year. For the purposes of these financiat
statements, cash and cash equivatents atso inctude short term cash imprests
and advances to authorised pubtic officers and/or institutions which were not
surrendered or accounted for at the end of the financial year.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

4 SUi{MARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

s) Comparative figures

Where necessary comparative figures for the previous financiaI year have been
amended or reconfigured to conform to the required changes in presentation.

t) 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.

5 SIGNIFICANT JUDGMENTS AND SOURCES OF ESTIMATION UNCERTAINTY

The preparation of the Entity'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
disctosure of contingent tiabitities, at the end of the reporting period. However,
uncertainty about these assumptions and estimates coutd resutt in outcomes that
require a materiat adjustment to the carrying amount of the asset or tiabitity
affected in future periods. State att judgements, estimates and assumptions

made: e.g

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 tiabitities within the next
financial year, are described betow. The Entity based its assumptions and

estimates on parameters avaitabte when the consotidated financial statements
were prepared. However, existing circumstances and assumptions about future
devetopments may change due to market changes or circumstances arising beyond

the control of the Entity. Such changes are reftected in the assumptions when they
occur. IPSAS 1.140

Useful lives and residualvalues

The useful [ives and residuat vatues of assets are assessed using the fottowing
indicators to inform potentia[ future use and vatue from disposat:

the Entity

technotogy and processes

22
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

Provisions

Provisions are measured at the management's best estimate of the expenditure
required to settte the obtigation at the reporting date and are discounted to
present vatue where the effect is materiat. ICT Authority did not make any

provisions for bad nor provisions of obsotete stocks as it's not appticabte.

6 PUBLIC CONTRIBUTIONS & DONATIONS

The ICT Authority organizes the Connected Kenya Summit every year since 2009. The

objectives of the summit inctudes:
. To review progress and cetebrate achievements in the ICT sector in the last

decade
. To share knowtedge, case studies, best practice and tessons learnt based on

experiences in the area of the lCTs for economic devetopment and prosperity

especiatty the Big 4 Agenda i.e. food security, universat heatth, housing and

manufacturing
. To devetop and recommend poticy, regutatory and operational interventions

necessary to ensure management of citizens' data for mutuaI benefit
(Government and Private Sector)

r Charter a future Kenya of economic prosperity using lCTs based on review of

achievements and lessons learnt in both pubtic, private sector and academia and

in tight of new and emergent technotogies

2,250,000Huawei Technotogies
776,231Avanti-for Connected Summit

2,590,298SAP East Africa Limited-for PDTP

Operations
Connected Summit Contributions 34,789,278

3,200,000Communications Authority of Kenya
5,616,52937 ,489,278

Reconciliation of public contributions
and donations
Batance unspent at beginning of
quarter

5,616,57937 ,489,278Current year receipts
Conditions met - transferred to revenue

37,489,278 5,616,529Conditions to be met - remain liabitities

23
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

Provide a ptatform for meaningful networking that witt resutt in fruitful
retationships that contribute to economic devetopment.

a

7 TRANSFERS FROM OTHER GOVERNMENTS

7b) TRANSFERS FROM MTNtSTRtES, DEPARTMENTS AND AGENCTES

8 OTHER INCOME

Unconditional grants
GoK Recurrent Funds 282,088,075 755,795,000
Shared Services 550,000,000 475,750,000
GoK NOFBI 1 00,000,000 120,600,000
TCIP 47,220,936 70,000,000
County Connectivity Project 1 15,000,000 38,750,000
Presidentiat Digitat Tatent Programme 1 33,945,800 1 02,51 0,000
Digitat Literacy Programme 5,250,000,000 5,783,413,478
EARTTDF IDA Grants 125,558,385
Total 6,598,813,196 6,846,818,478

1. Ministry of
lnformation
Communication
and Technotogy

6,558,198,142 40,615,054 6,598,813,196
6,598,813,195

Total 6,558,198,142 40,615,054 6,598,813,196 6,598,813,196

lnterest lncome -Digitat Vittage
Revotving Fund
lnterest lncome (Banks) 764,126
Exchange Gain/(Loss) 4,690,612 10,186,031
Total other income 4,954,738 10,186,031

24

2018-2019
KShs

2017t2018
KShs

Name of the
Entlty sendlng
the grant

Amount
recognized to
Statement of

Comprehenslv
e lncome

KShs

Amount
deferred

under
deferred

lncome
KShs

Amount
recognis

ed in
capital

fund.

Total grant
income durlng

the year

KShs

2018-2019 2017-2018
KShs KShs
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

9 EMPLOYEE COSTS

10 DTRECTORS COSTS

11 DEPRECIATION AND AMORTIZATION EXPENSE

17 ROUTINE MAINTENANCE

80,802,977 111,693,629Sataries and wages
71,543,47446,102,511Housing benefits and attowances
6,301,719Other Staff Costs 5,101,102

38,315,923
17,593,365

Employee retated costs - contributions
to pensions and Gratuity

14,297,946 17,990,657MedicaI Expenses
1,877,813Group life insurance/WIBA
1 ,819,483Recruitment

167,54O,197 195,845,352Employee costs

194,667273,548Chairman's Honoraria
9,463,575 6,654,778CEO Satary

2,396,0004,983,984Sitting Attowances
7,264,408 3,475,463Other attowances

12,720,9O820,985,515Total director emoluments

13,352,11426,957,700Property, ptant and equipment
13,352,11426,957,2OOTotal depreciation and amortization

1,482,426 946,717Vehictes
71,760748,340Furniture and fittings

700,162 1 3,500Computers and accessories
108,000Other

1,139,4782,43O,928Total repairs and maintenance
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Description 2018-2019 I 2017-2018
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2018-2019 2017-2018
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

1 3 GENERAL EXPENSES

88,534,660

14 MISCELLANEOUS EXPENSES

15 FINANCE COSTS

10,678,9155,549,151Travet, motor car, accommodation,
subsistence and other atlowances

1,607,613 3,509,771Advertising, Printing and Suppties

185,610 45,700Membership fees, dues and
subscriptions

696,000Audit fees 1 ,160,000
6,613,8464,459,794Hospitatity supplies and Services
3,477,8743,044,450Contracted and Utitities Supplies

4,474,609 9,352,572Office and GeneraI Suppties
1,000,3581,299,287Fue[ and oil
2,370,000LegaI expenses

45,547,93738,1 31 ,1 58Rent & Parking
5,241,7872,596,677Training

43,394Motor Vehicte lnsurance
62,527,743Total general expenses

3,723,708PersonaI Emotuments
5,974,410TraveI Costs

9,698,118Total Unexplained Expenses

998,064Bank Charges 1,378,880
898,0641,378,880Total finance costs
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2018-2019 2017-2018
Restated

Kshs 
I

KShs

2018-2019 2017-2018
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

16 PRESTDENTTAL DtGtrAL TALENT PROGRAM (PDTP)

17 SPECIAL GRANTS EXPENSES

18 TCIP EXPENSES

TCIP Pro

19 EARTTDF IDA GRANT EXPENSES

90,193,579 85,163,257
Presidentiat Digitat Talent Program -
I nterns
Presidentiat Digitat Tatent Program -
Operations 77,620,487 40,712,885

Total PDTP Expenses 117,814,O11 125,376,143

Shared Services (Government lnternet
Connectivity) 582,126,782 537,913,070
NOFBI Project 40,638,599 26,855,707

134,645,512 4,973,578,056Digitat Literacy Program - Devices

Digitat Literacy Program - Operations 289,057,980 185,778,078
County Connectivity Project Expenses 115,936,371 17,057,166

5,691,O81,577Total Special Grants Expenses 1,162,405,194

Category 3 (Consuttants) 55,962,008 71,614,921

Total project costs 55,962,008 71,614,921

EARTTDF IDA Grants 124,499,336 40,927,785

124,499,336 40,927,785Total EARTTDF IDA Grants Expenses

Connected Summit Expenses 46,032,576
46,032,526Total Connected Summit

27

20 CONNECTED SUMMIT EXPENSES

Description 2018-201e 
I

2017-2018
KShs KShs

Descrlption I 2018-2019 2017-2018
Restated

I KShs 
I

KShs

2018-2019
KShs

2017-2018
KShs

Description 2018-2019 I 2017-2018
Kshs I KShs

2018-2019 2017-2018
KShs KShs
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

21 TAXAT!ON

22 CASH AND CASH EQUTVALENTS

22 (a). DETAILED ANALYSIS OF THE CASH AND CASH EQUVALENTS

KCB -Escrow Account 79,736
Total with-Hotding Tax 79,236

Current account 4,501,876,5?3 477,297,574
361 ,619,304Escrow Account 366,309,916

Totalcash and cash equivalents 4,868,186,440 838,916,829

a) Current account
Citi Bank GOK Account 30008501 6 4,431,177,933 1 35,352,803

32,983,089Citi Bank PDTP Account 300085024 46,947,693
18,190,14830008503s 19,749,197

Citi Bank Project(TCIP) 300085005

Citi Bank DLP Account (USD) 300085043 4,501 ,018 147,021,485
Kenya Commerciat bank (KShs) 1219615692 684 143,750,000
b) Escrow Account
Kenya Commercia[ bank (USD) 12191 30680 366,309,916 361 ,619,304
c) Others(specify)
cash in hand

Grand total 4,868,186,44O 838,916,829
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2018-2019 2017-201

Description 2018-2019 2017-2018
KShsKShs

Description 2018-2019 2017-2018

Financial institution Account
number

KShs KShs

Citi Bank EARTTDF
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

23 RECEIVABLES FROM EXCHANGE TRANSACTIONS

24 PASHA FUND

25 PREPAYMENTS

Current receivables
474,490Staff Advances 423,844

1,463,0003,054,350Deposits
874,763,477Grants Receivabte

560lmprests
3,478,754 876,150,967Total current receivables

45,193,389 45,193,389Digitat Vittages Revotving Fund
45,1 93,38945,1 93,389Total Revolving Fund

192,691,381Devices Advance payment-
985,028,034Letters of Credit-JP 5A Couto
397,460,887Letters of C redit- Positivo

1,575,180,301TotaI Prepayments
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2018-2019 2017-2018
KShs KShs

2018-2019 I 2017-2018
KShs KShs
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KShs

2018-2019
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

26 PROPERTY, PLANT AND EQUIPMENT

Note: The additions on motor vehictes and computers in the year 2017/2018 were received at
the end of the financia[ year and inspected in the year 2018/19 thus depreciation was not
catcutated in the year 2018/19.

27 TRADE AND OTHER PAYABLES FROM EXCHANGE TRANSACTIONS

At 1 Juty 2017 10,719,2O0 20,143,O01 85,283,491 116,145,692
Additions 71,972,000 4,689,834 26,661,834
Disposats

Transfers /adj ustments

24,832,835 85,283,491 142,807,526At 30th June 2018
Restated

32,691,2O0

42,198,243Additions 38,380,800 1 12,833 3,704,610
Disposats

Transfer/adjustments
At 30th June 2019 71,O72,00O 24,945,668 88,988,1 01 185,005,769
Depreciation
At lJuty 2017 7,645,500 16,672,919 53,1 09,025 77,427,444
Depreciation 1,204,500 1,487,178 10,660,436 13,352,114
lmpairment

63,769,461 90,779,558At 30 June 2018 8,850,000 18,160,097
12,843,500 3,406,779 10,706,921 26,957,200Depreciation

Disposats

lmpairment
Transfer/adjustment

74,476,382 117,736,758At 30th June 2019 21,693,500 21,566,876
Net book values
At 30th June 2019 49,378,500 3,379,792 14,511,719 67,269,O11
At 30th June2018 1,869,200 1,982,904 21,514,O3O 52,027,968

Trade payabtes 913,237,808 7,013,886,579
Audit Fees 928,000 1,392,000

27,078,536 2,469,983Staff Gratuity
Totaltrade and other payables 941,194,344 2,O17,748,562

30

Motor
Vehlcles

Computers
and Other

IT
Equlpment

Furniture and
Flttings Total

Cost KShs KShs KShs KShs
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

28 NOFBI II EXPANSION ESCROW ACCOUNT

29 ACCUMULATED SURPLUS/ (DEFICIT)

29(b) PRIOR YEAR ADJUSTIilENTS

30 EMPLOYEE BENEFIT OBLIGATIONS

The entity operates a defined benefit scheme for atl futt-time emptoyees from March

1,2018. The scheme is based on 10 percentage of basic satary of an emptoyee at the

time of retirement

The entity atso contributes to the statutory Nationat Social Security Fund (NSSF). This

is a defined contribution scheme registered under the Nationat Socia[ Security Act. The

entity's obtigation under the scheme is [imited to specific contributions legistated from

time to time and is currentty at KShs 200.00 per emptoyee per month.

361 ,619,304
Kenya Commercial Bank (USD) (A/C
No.1 21 91 30680) 366,309,916

361,619,304366,309,916Total NOFBI ll Expansion Escrow A/C

(1,178,510,633)(567,078,714)Accumutated Surptus/ (Deficit) b/d
4,852,644,437 611,431,920(Deficit)/Surptus for the year

966,237,911Prior Year Adjustments
(567,O78,71415,251,803,635Accumu lated (Deficit)/Surplus c/d

992,899,745Trade Payables
992,899,745Total Adjustments

3l

Descrlption 2018-2019 2017-2018
KShs KShs

2018-2019 2017-2018
Restated

KShs KShs

Descriptlon 2018-2019 2017-2018
I KShs
I

KShs
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NOTES TO THE FINANCIAL STATE,UENTS (Continued)

31 FINANCIAL RISK MANAGEMENT

The entity's activities expose it to a variety of financia[ risks inctuding credit and

tiquidity risks and effects of changes in foreign currency. The entity's overatl risk
management programme focuses on unpredictabitity of changes in the business

environment and seeks to minimise the potentiat adverse effect of such risks on its
performance by setting acceptabte tevets of risk. The entity does not hedge any risks

and has in ptace poticies to ensure that credit is onty extended to customers with an

estabtished credit history.

The entity's financiaI risk management objectives and poticies are detaited betow:

(i) Credit risk

The entity has exposure to credit risk, which is the risk that a counterparty
witt be unabte to pay amounts in futt when due. Credit risk arises from cash

and cash equivatents, and deposits with banks, as wetl as trade and other
receivabtes a nd avai [a bte- for-sate fi nancia I i nvestments.

Management assesses the credit quatity of each customer, taking into account
its financial position, past experience and other factors. lndividua[ risk timits
are set based on interna[ or external assessment in accordance with timits set
by the directors. The amounts presented in the statement of financial position
are net of atlowances for doubtfut receivabtes, estimated by the entity's
management based on prior experience and their assessment of the current
economic environment.

The carrying amount of financial assets recorded in the financial statements
representing the entity's maximum exposure to credit risk without taking
account of the vatue of any cottateral obtained is made up as fottows:

At 30 June 2019

Receivabtes from
exchange transactions 1,623,852,444 1,577,195,495 46,656,389

Bank batances 4,868,186,440 4,868,186,440

Total 6,497,038,884 6,445,381,935 46,656,389

At 30 June 2018

Receivabtes from
exchanqe transactions 9?-1,344,356 874,687,967 46,656,389

Bank batances 838,916,829 695,166,829

46,656,389Total 1,760,261,185 1,569,854,796

32
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The credit risk associated with these receivabtes is minimal and no provisions

has been recognised in the financial statements. The entity has significant
concentration of credit risk on amounts due from Pasha Fund.

The board of directors sets the entity's credit poticies and objectives and lays

down parameters within which the various aspects of credit risk management

are operated.

(ii) Liquidity risk management
Uttimate responsibitity for tiquidity risk management rests with the entity's
directors, who have buitt an appropriate tiquidity risk management framework
for the management of the entity's short, medium and long-term funding and

tiquidity management requirements. The entity manages tiquidity risk through

continuous monitoring of forecasts and actual cash ftows.

The tabte betow represents cash ftows payabte by the entity under non-

derivative financiaI tiabitities by their remaining contractuaI maturities at the
reporting date. The amounts disctosed in the tabte are the contractual
undiscounted cash ftows. Batances due within 12 months equal their carrying
batances, as the impact of discounting is not significant.

(iii) Market risk

The board has put in ptace an internal audit function to assist it in assessing

the risk faced by the entity on an ongoing basis, evatuate and test the design

and effectiveness of its interna[ accounting and operationaI controts.

Market risk is the risk arising from changes in market prices, such as interest
rate, equity prices and foreign exchange rates which witl affect the entity's
income or the vatue of its hotding of financial instruments. The objective of
market risk management is to manage and control market risk exposures within

At 30 June 2019

477,424,005 941,194,344Trade payabtes 463,770,339

Total
477,424,O05 941,194,344463,770,339At 30 June 2018

2,017,748,5621,144,967 ,506Trade payabtes 872,781,056

2,O17,748,5621,144,967,506Total 872,781,056

JJ

Less than 1 month
Between 1-3

months
Over 5
months Total

KShs KShs KShs KShs
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acceptabte parameters, white optimising the return. Overa[[ responsibitity for
managing market risk rests with the Audit and Risk Management Committee.

NOTES TO THE FINANCIAL STATEMENTS (Continued)

The entity's Finance Department is responsibte for the devetopment of
detaited risk management poticies (subject to review and approvat by Audit
Committee) and for the day to day imptementation of those poticies.

There has been no change to the entity's exposure to market risks or the way
it manages and measures the risk.

a) Foreign currency risk

The entity has transactional currency exposures. Such exposure arises

through purchases of goods and services that are done in currencies other
than the tocal currency. lnvoices 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 prevaiting exchange rate.

The carrying amount of the entity's foreign currency denominated monetary assets and

monetary tiabitities at the end of the reporting period are as fottows:

The entity manages foreign exchange risk form future commercial
transactions and recognised assets and tiabitities by projecting for
expected sates proceeds and matching the same with expected
payments.

Foreign currency sensitivity anatysis

The fottowing tabte demonstrates the effect on the entity's statement of
comprehensive income on apptying the sensitivity for a reasonabte

possibte change in the exchange rate of the three main transaction
currencies, with atl other variabtes held constant. The reverse woutd atso

Financial assets

4,501 ,018 4,501 ,01 8Cash- DLP USD Account

4,501,018 4,501,018Total financial assets

Financial Liabilities

366,309,916Cash- NOFBI ll escrow Account 366,309,916

366,309,916 366,309,916Total financial liabilities

(361,808,899)
Net foreign currency
asset/(liability) (361,808,899)
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occur if the Kenya Shitting appreciated with atl other variabtes hetd

constant

NOTES TO THE FINANCIAL STATEMENTS (Continued)

31 FINANCIAL RISK MANAGEMENT (Continued)

Foreign currency sensitivity analysis (Continued)

b) lnterest rate risk

lnterest rate risk is the risk that the entity's financial condition may be

adversety affected as a resutt of changes in interest rate levels. The

entity's interest rate risk arises from bank deposits. This exposes the
entity to cash ftow interest rate risk. The interest rate risk exposure arises

mainly from interest rate movements on the entity's deposits.

lAonogement of interest rate risk
To manage the interest rate risk, management has endeavoured to bank

with institutions that offer favourabte interest rates.

Sensitivity onolysis

The entity anatyses its interest rate exposure on a dynamic basis by

conducting a sensitivity anatysis. This invotves determining the impact on

profit or loss of defined rate shifts. The sensitivity anatysis for interest
rate risk assumes that att other variabtes, in particular foreign exchange

rates, remain constant. The anatysis has been performed on the same

basis as the prior year.

Using the end of the year figures, the sensitivity anatysis indicates the
impact on the statement of comprehensive income if current ftoating
interest rates increase/decrease by one percentage point as a

decrease/increase of KShs 3,708,109 (2018: KShs 5,086,407).. A rate
increase/decrease of 57o woutd resutt in a decrease/increase in profit
before tax of KShs 18,540,547 (2018 - KShs 75,437,039)

2019

10% 37,081,093 37,081,093USD

2018

50,864,079 50,864,079USD 10%
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

31 FINANCIAL RISK MANAGEMENT (Continued)

iv) Capital Risk Management

The objective of the entity's capita[ risk management is to safeguard the
Board's abitity to continue as a going concern. The entity capitaI structure
comprises of the foltowing funds:

32 RELATED PARTY BALANCES

Nature of related party relationships

Entities and other parties retated to the entity inctude those parties who have

abitity to exercise control or exercise significant inftuence over its operating and

financiaI decisions. Retated parties inctude management personnet, their
associates and ctose family members.

Government of Kenya

The Government of Kenya is the principal sharehotder of the entity, hotding 1007o

of the entity's equity interest. The Government of Kenya has provided fult
guarantees to atl long-term lenders of the entity, both domestic and externat.
Other retated parties inctude:

i)
ii)
iii)
iv)

The Nationat Government
The Ministry of lnformation Communication and Technotogy

Key management
Board of directors

5,252,533,139 (593,740,5471Retained earnings

Total funds 5,252,533,139 (593,740,5471

Less: cash and bank
batances (4,868,186,4401 (838,916,879\

(1 ,437,657 ,376',)

Net debt/ (excess cash and
cash equivalents) 384,346,699

Gearing
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

33. RELATED PARTY BALANCE (Continued)

Government of Kenya (Continued)

33 CONTINGENT ASSETS AND CONTINGENT LIABILITIES

The performance guarantee retates to amounts paid by the Digitat Literacy Program

consortiums for devices.

34 DIVIDENDS/SURPLUS REAAISSION

ln accordance with Section 719 (2) of the Pubtic Financial Management Act

regulations, regutatory entities shatI remit into Consotidated Fund, ninety per

centum of its surptus funds reported in the audited financiaI statements after the
end of each financial year. The entity did not make any surptus during the year

(FY 2018t19) as att the funds were committed, hence no remittance to the

Consotidated Fund.

a) Grants from the Government

6,846,818,478Grants from Nationat Gov't 6,598,813,196
6,846,818,478Total 6,598,813,196

b) Key management compensation
2,590,6675,757,532Directors' emotuments

10,664,649 6,654,778Compensation to the CEO

15,394,09217,806,647
Compensation to key management
staff

24,639,53733,728,823Total

64,000,00064,000,000Court case Osano against
the company

1,821,937,551Performance Guarantees
s 17,810,047

64,000,0001,821,937,551 64,000,000Total
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

35 TAXATION

The tax is from interest income earned from the NoFBI escrow account maintained at
KCB.

36 EVENTS AFTER THE REPORT!NG PERIOD

There were no material adjusting and non- adjusting events after the reporting
period.

37 ULTIMATE AND HOLDING ENTITY

The entity is a State Corporation under the Ministry of lnformation Communication
and Technotogy. lts uttimate parent is the Government of Kenya.

38 Currency

The financiat statements are presented in Kenya Shittings (KShs).

At beginning of the year

79,236
lncome tax charge for the year
(note 21)

lncome tax paid during the year 79,236

At end of the year 79,236
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APPENDIX 1: PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

The fottowing is the summary of issues raised by the external auditor, and management comments that were proyided to the auditor. We
have nominated focat persons to resotve the various issues as shown below with the associated time frame within which we expect the
issues to be resotved.

Reference
No. on
the
external
audit
Report

lssue / Observations from
Auditor

Management comments FocaI Point
person to
resolve the
issue (Nome
and
designation)

Status: (Resolved
/ Not Resolved)

Timeframe:(Put
a date when
you expect the
issue to be
resolved)

1 1.1 Cash and Cash
Equivatent

The cash batances were anatysed and

reconciled.
Management Resolved

1.2. Board of Survey-Cash
Batance

The Board of survey was conducted on 77 July
2018 for the period ending 30th June 2018.

CFO & MFA
ICTA

Resolved

2 Unexptained and Unsupported
Adjustments

The movements on accounts batance
between the first set and the final have been
supported by the journals passed and

exptanations

MFA Resolved

3 Pubtic Contributions and
Donations

The contracts/ letters were provided to the
auditors

MFA Resotved
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4 Digitat Vittage Revotving Fund The fund was renamed to Pasha Fund as it's
no [onger revotving. Fottowing the closure of
the KTCIP project and subsequent

termination of the contract with Famity Bank,

the KShs.45,193,389 outstanding has been

declared as unrecoverable by Famity bank

MFA Resotved

5 Emptoyee Costs. The reduction of KShs.49,719,247 of
emptoyee costs from KShs.1 61 ,417,876 in the
year 201612017 to KShs.111,693,629 is due to
staff betonging to the e-Government Director

that were absorbed in the Ministry of ICT due

to the merger of the three institutions namety

the Kenya ICT Board, The E-Government and

GITS to Form ICT Authority hence the
reduction in the emptoyee wages. The

Authority became responsible for merger

sataries untiI PSC decided that the ICT

officers were to return to the Ministry. This

ted partty to the reduction in sataries.

The contracts for Director Corporate Services

and the finance team were atso terminated
during the financial year hence a further
reduction in the sataries

MFA Resotved

6 NOFBI Escrow Account The escrow account emanated from a

contract between the Export-lmport Bank of
China, The Nationa[ Treasury, The Ministry of
ICT and ICTA. The money is transferred from

MFA/PMO Resotved
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Ministry of ICT to the Authority to enabte the
Authority to futfit the requirements of the
contract. The financial statements of the
Authority do not have a borrowing component
on its statement of financia[ position because
that ICTA is the operator white the borrower
is the Ministry of ICT through the National
Treasury as per the Contract

7 Transparency Com m unication
lnfrastructure Project (TCIP)

This retates to payment to consultants who
are managing the IFMIS System and the
lnformation Security Officers on account of
salaries after the ctosure of the TCIP project.
We recommend that the account be renamed

CFO & MFA
ICTA

Resotved

8 Payabtes from Exchange
Transactions

The 201 6117 payabtes a list and invoices were
avaited while the 2017118 audit fees were for
that financia[ year as ICTA uses accrual basis

of accounting. The debits are the b/t
payabtes that had been paid within the
financiaI year.

MFA ONGOING

9 National Optic Fibre
lnfrastructure (NOFBI )

The [oans are with the Ministry of ICT who is
the borrower through the National Treasury.
The Authority is the operator for the Ministry
as per the Escrow Account Agreement for the
NOFBI ll Expansion Project

CFO & MFA
ICTA

10 The Miscettaneous Expenses relates to
amounts deemed lost at the Authority which
are under investigation by the DCl. This has

CEO/MFA &
DCI

ONGOING
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been expensed as it was done the previous

year due to the fact that if the money is

recovered by the DCl, the monies will not be

remitted to ICTA but to the National
Treasury.

11 Unappropriated Expenditure The respective surrenders are attached which

were incurred on ICT Authority retated
activities. The Cabinet Secretary had gone for
the Bienniat US Africa Business summit on

digitat transformation agenda which ICT

Authority is imptementing on behatf of
Government. The rest are ICTA staff who

were attending ICT Authority strategic
management workshop

MFA Resotved

17 Property, Ptant and
Equipment

The ctient for the NOFBI is the Ministry of ICT

and the NOFBI inventory has been avaited.
The management is in the process of putting
in ptace a framework to commerciatize the
NOFBI infrastructure.

MFA/PMO ONGOING

13 13.1 NOFBI Project Expenses The respective contracts have been avaited.
Att the travel requisitions are supported, and

the surrenders avaited.

MFA/PMO Resotved

1 3.2 County Connectivity
Project Expenses

The Authority is devetoping an etaborate
project management/ operational framework
to guide its interactions with the Ministry.
The funds are transferred from the Ministry

to the Authority to enable the Authority make

MFA/PMO
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approved payments as we manage and

operate the project on behatf of the Ministry.
the expenditures were requested by the
Ministry of ICT as per the provided [etters.

13.3 Digitat Literacy
Programme (DLP)

The vehictes have been recognised as fixed
assets. The 2017118 financiats have been
restated to indicate the adjustments.

MFA/PMO RESOLVED

13.4 Shared Services i. The contract for the operation and

maintenance of IRU Bandwidth was USD 764,

094 per year. The contract was for a period
of 1 5 years (Annex 70).
ii. Maintenance of Government Data Centre
Cooting System contract and documentation
for the procurement process to support the
extensions have been avaited for audit
examination (Annex 20)
iii. Equipment Maintenance contract and

documentation for the procurement process

to support the extensions have been availed
for audit examination (Annex 20)

iv. Government MDAs and counties are the
beneficiaries of the 2.4G internet capacity.
The information indicating that 1.2G was sotd

to Tetkom is not correct as none of this
bandwidth is used by any other organization
apart from government. The 2.4G capacity is
used by government organization as we[[ as

MFA/DSS/PMO RESOLVED

44



THE INFORMATION AND COMMUNICATION TECHNOLOGY AUTHORITY
ANNUAL REPORTS AND FINANCIAL STATEMENTS FOR THE YEAR ENDED JUNE JO,20I9

the counties and the list of these

beneficiaries are hereby attached. ICT

Authority atso produces daity reports on the

usage of the bandwidth by att the
beneficiaries and some samptes of these daity

usage reports were avaitable to the Auditors.

14 Eastern Africa RegionaI
Transport, Trade and
Devetopment Faci [itation
Project

The annual work ptan and budget were not
forwarded to donor for approvat. Going

forward, the annual work ptan and Budget for
2018-2019 has been forwarded to the donor
for approval as per the attached
correspondences

MFA/PMO RESOLVED

14.2 Unrealistic Budget The budgets going forward wi[[ be reatigned

with activities and salaries for the staffs
MFA/PMO RESOLVED

14.3 Detayed Project
lmptementation

There has been some extensive ground work
which has been ongoing before the actual
activities commences. The ICT component of
the project was to commence after the work

being undertaken by KENHA who were to do

the road design under the road project was

finatized. ICTA used the road design to
devetop the fibre route from Etdoret to
Nadapat. The project is ongoing, and it witt
meet the timetines as per the attached
imptementation plan. Going forward we

intend to use the Project Management

Framework to ensure that projects are

MFA/PMO ONGOING
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property designed, imptemented and

operated by the Authority.
15 1 5.1 Going Concern The Authority manages targe strategic

projects for GOK which require ongoing
support for sustainabitity. lnvoices amounting
to KShs.Z bittion for DLP were recognized as

expenses since ICTA uses Accrual basis of
Accounting which recognizes expenses when
they are incurred rather than when payment
is made. The amount of KShs. 3 bittion ref.
FT17716L8WT[ was received in August 2017

from the Ministry of ICT to pay for the DLP

lnvoices. This was as a result of detays in
exchequer

MFA Resotved

1 5.2 Unsupported Grants
lncome

The ICT Authority recognizes income as

received in its bank accounts. Letters from
the Ministry of ICT and a schedule from the
Treasury confirming the amount of money
sent to the Authority for the year agree with
the reported income in the accounts. A letter
has been written to the Ministry hightighting
the anomaty and the reconciliation is

ongoing.

MFA

15.3 Other lncomes Management confirmed that the interest was
received from Famity Bank in retation to
Pasha Project funds and the bank statements

MFA Resotved
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from Famity Bank. The anatysis has been

avaited

15.4 Directors Cost The register of attendance, Board minutes

and the payment vouchers have been avaited

to the Auditors covering the period under

review

MFA Resotved

1 5.5.1 Unsupported Payment
of Legal Fees

The analysis and invoices for the [ega[

services have been avaited for Audit.
However, the Authority had not obtained
permission from the Attorney Generat to
engage the [ega[ firm. The contract to the [aw

firm has hence been terminated and the
Authority has hired legal officer

MFA Resotved

1 5.5.7 Unsupported Travel
Expenditure

The surrenders from the staff have been

avaited for Audit purposes

MFA Resolved

1 5. 5.3 Unexptained Expenses Expenses that are reported as unexptained (in

the 2017/7018 financial year renamed as

Miscettaneous) are the subject to
investigations by the investigating agencies.

The Authority is awaiting reports on the
same. The suspects were arraigned in court
on 15.01 .7019

CEO/MFA &
DCI

Ongoing

1 5.6 Unsupported/ lrregular
Trave[ Costs

The work tickets and payment vouchers have

been availed for audit review.
MFA Resotved

1 5.7 Persona[ Emotuments Expenses that are reported as unexptained (in

the 701717018 financial year renamed as

Miscettaneous) are the subject to

MFA Ongoing
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investigations by the investigating agencies.
The Authority is awaiting reports on the same

1 5.8 County Connectivity
Project and NOFBI Project
Expenses

Expenses that are reported as unexplained (in
the 201712018 financial year renamed as

Misceltaneous) are the subject to
investigations by the investigating agencies.
The Authority is awaiting reports on the
same. The suspects were arraigned in court
on 15.01 .2019.

MFA/PMO Ongoing

15.9 Digitat Literacy Program
(DLP) Operations

The KShs 13,009,628 in the 701617017

financial year are the subject to
investigations by the investigating agencies.
The Authority is awaiting reports on the same

MFA/PMO Ongoing

1 5. 10.'l Digitat Literacy
Programme - Devices

The letters of credit have been avaited
including the statement of account from the
contractors as well as ICTA to ascertain that
funds went to the right account and atl the
devices were received

MFA/PMO Resotved

15.10.2 DLP proof of Concept The devices that were fautty were onty some
LDD parts and the two contractors do have a
ptan to reptace att the fautty devices as per

the attached annex 72.10.2. The project is
still under implementation and the ptans to
replace the faulty devices has been part of
the support and maintenance schedutes

MFA/PMO Resolved

15.11 Cash and Cash
Equivatents

Cash books and bank reconcitiations have
been avaited. The KShs 122 overdrawn from

MFA/PMO Resolved
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TCIP account were as a result of bank charges

charged at the end of the month of June. The

bank statement showing the charges is
attached

15.12 Unctear TCIP
Expenditure Paid at the
NationaI Treasury

The ICT Authority provided a statement from
the NationaI Treasury confirming the amounts

paid on behatf of the Authority. This

reconcited with what the Authority reported
in its books.

MFA/PMO Resotved

15.13 Payabtes from Exchange
Transactions

The anatysis of the payabtes was provided

both as schedule and as notes to the account.
The invoices have been avaited for audit

MFA Resolved

15.14 Statement of Cash
Flows

the cash ftows were recomputed and availed

to the auditors for review.
MFA Resotved

15.15.1 Provision of
Dedicated Hosted Hardware
lnfrastructure Tender No.
ICTA/ KTCI P / DP / 03 I 701 6.
7017;

Procurement for the Wortd Bank funded
projects was done as per the contract
between the Treasury and the Wortd Bank.

The contract stated that the procurement

method to be used is the Wortd Bank

procurement guidetines of 7011. ln the
previous years, the Auditor General has been

apptying the Wortd Bank regutations 2011 but
in the year under review, the Auditor Genera[

apptied the Pubtic Procurement and Asset

Disposal Act 201 5.

MFA/PMO Resotved

15.15.2. lmptementation of
Framework Contracts and
Shared Services Ptatform

Procurement for the Wortd
projects was done as per

Bank funded
the contract

MFA/PMO Resotved

49



THE INFORMATION AND COMMUNICATION TECHNOLOGY AUTHORITY
ANNUAL REPORTS AND FINANCIAL STATEMENTS FOR THE YEAR ENDED JUNE 30,20I9

Tender No.
tcTA/TCt P/ tCB I DC I 2 I 701 6

between the Treasury and the Wortd Bank.

The contract stated that the procurement
method to be used is the Wortd Bank
procurement guidetines of 2011. ln the
previous years, the Auditor General has been
apptying the Wortd Bank regutations 2011 but
in the year under review, the Auditor General
apptied the Pubtic Procurement and Asset

Disposal Act 201 5.

15.15.3 Provision of Hardware
Licenses-Shared Services
Ptatform-Tender No.
tcTA/TCrP/DCt1t7016

Procurement for the Wortd Bank funded
projects was done as per the contract
between the Treasury and the Wortd Bank.

The contract stated that the procurement
method to be used is the Wortd Bank
procurement guidetines of 7011. ln the
previous years, the Auditor General has been
apptying the Wortd Bank regulations 2011 but
in the year under review, the Auditor General
apptied the Pubtic Procurement and Asset

Disposal Act 201 5.

MFA/PMO Resotved

15.15.4 Suppty of
Geographica[ I nformation
System and Cloud Hosting for
ICTA Tender No.
tcT A lT CtP I DC / 03 t 201 6-7017

Procurement for the Wortd Bank funded
projects was done as per the contract
between the Treasury and the Wortd Bank.

The contract stated that the procurement
method to be used is the Wortd Bank
procurement guidetines of 7011. ln the
previous years, the Auditor Genera[ has been

MFA/PMO Resotved
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apptying the Wortd Bank regutations 2011 but
in the year under review, the Auditor General

apptied the Pubtic Procurement and Asset

Disposa[ Act 2015.

1 5.1 5.5 Procurement of
Consuttancy Services-Tender
No. ICTA.TCIP I RFP I 28 / 7015 -

7016

Procurement for the Wortd Bank funded
projects was done as per the contract
between the Treasury and the Wortd Bank.

The contract stated that the procurement

method to be used is the Wortd Bank

procurement guidetines of 2011. ln the
previous years, the Auditor General has been

apptying the Wortd Bank regutations 2011 but
in the year under review, the Auditor Genera[

apptied the Pubtic Procurement and Asset

Disposat Act 2015.

MFA/PMO Resotved

15.15.6 Lack of Support
Documents

Under the financing agreement, direct
method was one way of making payments to
the supptiers. The supporting documents and

analysis have been avaited for audit review

MFA/PMO Resotved

15.15.7 Faiture to Withhold or
Remit VAT-

Documents have been availed f or audit
review

MFA/PMO Resotved

15.15.8 Unclear Refund of
PAYE

The consuttant had been erroneousty
deducted PAYE on top of VAT and WHT.

MFA/PMO Resotved

15.15.9 Unsupported
expenditure

Certificates for the training have been

avaited for audit review
MFAi PMO Resolved

5l



I

THE INFOR]VIATION AND COMMUNICATION TECHNOLOGY AUTHORITY
ANNUAL REPORTS AND FINANCIAL STATEMENTS FOR THE YEAR ENDED JUNE 30,2OI9

15.15.10. Unclear Cash
Transactions

The first amount of KShs.1,778,875,000 on

1810712016 was not a withdrawat but a

purchase of US Dottars for the purpose of
payrng for the devices. The transaction can
easity be traced to the dotlar account whose

bank statement was provided for audit. The
second amount of KShs. 1,540,500,000 on

2210112016 was not a deposit but an in and

out. The amount was withdrawn and

deposited back on the same day. The
Authority fotlowed up with the bank and the
bank exptained that it was a mistake and the
email was provided for audit.

MFA Resotved

Transfer of Ksh.85,9M,541 from project
account to ICT Authority account was for the
payment of withhetd VAT of 6% on payments

that were paid directty from the Treasury.
The anatysis and detaits were avaited for
audit.
The Ksh.6,892,088 was part of the Ksh.15M

that the authority was granted by the Bank to
use on the consuttancy fees for the project
team that remained behind to ctose the
project.
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Guidonce Notes:

(i) Use the same reference numbers as contained in the extema( audit report;

(ii) Obtain the "lssue/Ob6ervation" and "management comments", required above, from final external audit report that is signed by
Management;

(iii) Before approving the report, discuss the timeframe with the appointed Focal Point persons within your entity responsibte for
imptementation of each issue;

(iv) Indicate the status of "Resotved" or "Not Resotved" by the date of submitting thi to National Treasury.

C.E.O Boa

Date. A.4,..*t}.G...2.Q*.9...... Date

Ch
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APPENDIX ll: PROJECTS IMPLEA ENTED BY THE ENTITY

Projects

Projects implemented by the State Corporationi SAGA Funded by devetopment
partners

Status of Projects completion

Project title Project
Number

Donor Period/
duration

Donor
commitment

Separate
donor
reporting
required as
per the
donor
agreement
(Yes/No)

1. East Africa Regional
Transport, Trade and
Devetopment
Facititation Project
(EARTTDF)

!DA
Credit
No.:
5638-KE

World
Bank

6 years
Yes

4% 171,361,336 124,499,336
Wortd
Bank1

East Africa
RegionaI
Transport,
Trade and
Devetopment
Facititation
Project
(EARTTDF

2,950
Mittion 124,499,336
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ENTITY NAME: ICT AUTHORITY

Break down of Transfers from the State Department ICT of lnnovation for 201812019 FY

a Recurrent Grants

Bank Statement
Date

Amount (KShs)
lndicate the FY to
which the
amounts retate

Recurrent Grants/PDTP 23t08/2018 106,131,250 7018/2019

Recurrent Grants/PDTP 9/11/2018 97,640,750 7018/2019

Recurrent Grants/PDTP 19 /02/2019 1 08,253,875 2018/2019

Recurrent Grants/PDTP 26/06t2019 104,008,000 2018t2019

Total 416,033,875

b Development Grants

Bank Statement
Date

Amount (KShs)
lndicate the FY to
which the
amounts relate

Q1/Q2 SHARED SERVICES 31 / 10/2018 275,000,000 2018/2019

Q1/Q2 NOFBI/CCP 31t10t2018 1 07,500,000 7018t2019

Q1/Q2 DLP 3/ 1 /2019 2,750,000,000 2018t2019

Q1/Q2 TC|P 14/01/2019 g,ooo,ooo 2018/2019

Q3/Q4
NOFBI /CCPlTCIP/SHARED
SERVICES/ DLP 7/6t2019

2,916,720,936 7018t7019

Total 6,057,220,936

c. Direct Payments

Bank Statement
Date

Amount (KShs)
lndicate the FY to
which the
amounts relate

Total

d. Donor Receipts

Bank Statement
Date

Amount (KShs)
lndicate the FY to
which the
amounts retate

EARTTDF IDA GTants

/ ROC /00000001 2 1 -EARTTDF

FUNDS 9t7 /7018
40,615,054 2018t2019

/ ROC/00000001 53-EA FUNDS 11t3t2019 5,729,053 2018t2019

/ ROC /0000000217 -EA FUNDS 3t5t2019 79,714,278 2018/7019

Total 1 25,558,385
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The above amounts have been communicated to and reconcited with the parent
Ministry

Finance Manager
ICT Authority

Sign

Head of Accounting Unit
Ministry of ICT

Sign--------------

lil
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APPENDIX !V: RECORDING OF TRANSFERS FROM OTHER GOVERNMENT ENTITIES

Name of the
MDA/Donor
Transferring
the funds

Date
received

as per
bank

statement

Where Recorded/recognized

Nature:
Rec u rrent/Development/Others

Total Amount
- KES

Statement of
Financial

Performance

Capital
Fund

Deferred
lncome

Receivables

Others
- must

be
specific

Total
Transfers

during the
Year

Ministry of
ICT-State
Department
of ICT &
lnnovation 23t08/7018

Recurrent 106,131,250 106,131,250 106,131,250

Ministry of
ICT-State
Department
of ICT &
lnnovation 9t11/7018

Recurrent
97,640,750 97,640,750 97,640,750

Ministry of
ICT-State
Department
of ICT &
lnnovation 19 t02/2019

Recurrent
1 08,253,875 1 08,253,875 108,253,875

Ministry of
ICT-State
Department
of ICT &
lnnovation 76/06/2019

Recurrent 104,008,000 104,008,000 104,008,000

Ministry of
ICT-State
Department
of ICT &
lnnovation 31t10t2018 Development

275,000,000 275 000 000 275,000,000

Ministry of
ICT-State
Department
of ICT &
lnnovation 31t10/2018 Devetopment

1 07,500,000 1 07,500,000 107,500,000
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t
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(

Ministry of
ICT-State
Department
of ICT &
lnnovation 3/1t2019 Development

2,750,000,000 2,750,000,000 2,750,000,000

Ministry of
ICT-State
Department
of ICT &
lnnovation 14/01t2019 Development

8,000,000 8,000,000 g,ooo,ooo

Ministry of
ICT-State
Department
of ICT &
lnnovation 7/6t2019 Devetopment

2,916,720,936 2,916,770,936 2,916,720,936

Ministry of
ICT-State
Department
of ICT &
lnnovation 9/7 t2018 Devetopment

40,615,054 40,615,054 40,615,054

Ministry of
ICT-State
Department
of ICT &
lnnovation 11/3t2019

Donor Fund
5,229,053 5,729,053 5,229,053

Ministry of
ICT-State
Department
of ICT &
lnnovation 3t5t2019

Donor Fund 79,714,278
79,714,278 79,714,278
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