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Communications Authority of Kenya
Financial Statements for the year ended 30 June 2017

IV. CHAIRMAN'SSTATEMENT

Irt is with great pleasure that I reflect on the achievernents of the Atrthority during the Financial

Year2016l17.On behalf of the Board of Directors and in accordance with the Kenya lntbnnatiort

And Communications Act, 1998, I hereby present this Annual Report.

As the regulator of the ICT sector, the Autlrority continued to create atr enablittg environrnent. ln
pursuit of this, the Authority cornmitted to facilitate access to and use of ICT services by all in
Kenya. In this regard, the Universal Service Fund was operationalized to bridge access gaps in

unserved and underserved areas in the country.

The Authority launched the KUZA Awards irr recognition of broadcasters that cornplied with the

Programming Code. These Awards will be arr annual event to recognize otttstanding rnedia

houses in various parameters provided for in the Code.

It is our cornmitment to ensure that Kenya rernains the leader in ICT clevelopment in the

continent. To this end, Kenya successtllly operationalized the autornated rnail quality

measurernent system that relies on Radio Frequency Identifrcation (RFID), ellectively becoming

the first country in Africa to use the tool tbr regulatory purposes.

As the ICT regulator, we look at our mandate from a broad perspective incorporating tlte socio-

economic development needs of the communities in which we operate. lt is in this spirit that the

Authority continued sponsorship of IrC Talanta, a youth football team. These youth ref'lect tlre

drearns, innovation and opportunities of our country's fitture which is in line rvith our goal of
tianstbrming lives.

I would like to assert that the targets aftained in the year 20l6l17 would not ltave been achieved

without the support and engagernent of our stakeholders. 'fhis reflects the Authority's
deterrnination towards transfbrming the lives of Kenyans tltrough the thcilitation of an enabling

environrnent for provision of quality ICT services. This will positively impact tlte corrtribution of
tlre sector towards the country's GDP.

The Authority continues to be a powerlul agent for protection ol' ittterests of citizens and ICT

consumers through education and public awareness. We will corrtinue to work towards the

reduction of anti-competitive belraviour in the ICT industry and to develop new models fbr
promoting a sound, fair and competitive ICT sector in tlre cottntry.

I take this opportunity on behalf of tlre Board, to applaud the mernbers of Staff tbr their
professionalism and dedication in the delivery o1- the aforementioned attainntents. I also wish to
extend our gratitude to the Ministry of lnlbrrnation. Cotnmunicatiotts and Tecltnology fbr their
support. I look forward to a more productive FY 2017-18.

Mr. Mugambi Nandi
For : Board of Directors
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V. REPORT OF THE DIRECTOR GENERAL

Jhe Kenyan ICT sector continues to record growth with signiticant increase in the number of
Kenyans accessing various ICT services. The Autlrority through variotts initiatives. has spurred

the uptake of ICTs with greater plans urrderway to

puring the 201612017 financial year, the Authority began the operationalization of the Universal

Service Fund (USF), established to enhance availability of ICT services in areas where there are

little or none. The implementation is inforrned by an ICT Access Gaps Study carried out by the

Authority in 201 5.

The study provides for a gradual irnplernentatiorr of various projects, with two projects identifled

for the initial phase: Voice Infrastructure Project fbr 2G mobile services in selected sub-locations

and the Education Broadband Connectivity Project geared towards providing high-speed Internet

connectivity to learning institutions in the country.

In the period under review the Authority rolled out the Educatiorr Broadband Connectivity project

(argeting 896 beneficiary secondary schools across the country. The schools have been connected

with 5Mbps Internet.

In terms o1'the sector perfbnnance, as at the end of the financial year, there were 39. I rnillion
pobile subscribers in Kenya, compared to 39.1 rnillion subscribers in the preceding year. The

decline was occasioned by changes in the regulatory requirement olr reporting by operators with
h'espect to active subscribers as well as review of tlre country's population to 45.4 rnillion up frorn

44.2 million as per the Economic Survey 2017. Subsequently, rnobile perretration in the period

pnder review stood at 86.2 per cent compared to 90 per cent in the previous financial year.

Data/lnternet subscriptions stood 25.7 rnillion subscriptiotts. The nttmber of rnobile money

subscriptions stood at 27.5 million subscriptions whereas the number of active rnobile money

transfer agents was registered at I 74,01 8.

The financial year also saw the number of broadband subscriptions reach 13.7 rnillion
subscriptions up from 10.8 rnillion in the previous year. Subsequently, broadband penetration

level increased to 30.3 per cent up frorn 24.5 per cent recorded at the end of the previotts financial
year.

With respect to the number of .KE dornain narnes. the period under review ended with about

65,255 domains compared to 58,201 6 in the preceding year.

The digital broadcasting signal covered 75 per cent o1'the Kenyan population, which was an

increase when compared to last qttarter's coverage of 66 per cent.

The nurnber of free to-air TV channels on the digital terrestrial platforrn now stands at 60 while
the number of FM stations was recorded at 178.

[n order to create greater awareness on the Authority's mandate, a nutnber of consrtnrer awareness

initiatives were carried out within he period. Tlre Authority continued with the County ICT
Consumer fbrums, Kikao Kikuu in three counties, namely, Bungotna, Busia and Makueni Kwale
counties.sofartheAuthorityhasvisited l4counties,withtheultinrategoal beingtoreachallthe
4Tcounties. Within the period, the Authority also launched its service charter to the public. to

enable ollr customers know our cotnmitments to service delivery.
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'llhe Programming Code for Free-to-Air radio and TV came into eft-ect on lst July 20l6.Sinve
tfrcn, the Authority has been monitoring compliance of rnedia houses to the Code which
prescribes standards and manner of broadcasting services. To incentivise rnedia houses that are

*orking hard to meet the provisions of the Code, the Authority launched KUZA Awards that will
riow be held annually to recognize outstanding media houses in various parameters provided for
in the Code.

,l

Iln the 201612017 financial year, Kenya successfully implernented and launched an automated

rpail quality measurement system, effectively becoming the first country in Africa to use the tool

{a regulatory purposes.

tThe Communications Authority of Kenya (CA) achieved the milestone that has now made it
gasier to track mail movement within the nrail processing chain at the Postal Corporation of

K.nyu (PCK). The gadgets have been installed at 21 postal offices across the country. The

lmplementation of the Global Monitoring Systems (GMS) that relies on Radio Frequency

ldentification (RFID) was realized through technical support from the Universal Postal Union

(uPU).

it is also during this period that the Authority published the first ever report on extent of
deployment and use of ICTs in public institutions and private enterprises. The report done in

pollaboration with the Kenyan National Bureau of Statistics (KNBS) indicates that a majority of
bublic and private enterprises have embraced ICTs in offering services and in their operations.

iThese significant achievements point towards a positive future for the ICT sector in Kenya.

Francis W. Wangusi, MBS
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VI. CORPORATEGOVERNANCE
The Board and management of the Comrnunications Authority of Kenya (CA) is cotnmitted to

maintaining the highest standards of corporate governance. This statentent describes how CA's

Board has applied the principles set out in The Code of Governance tbr State Corporatiotts

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

Comrnunications Act and other relevant laws. The Board is collectively responsible lbr the long

term success of CA as a regulator. lts role is essentially threefold - to provide leadership, to

oversee management and to ensure that the CA achieves its rnandate.

Good corporate governance enables effective and efficierrt decisiolt rnaking and gives a strttctural

did forthe Directors to discharge tlreir duty to prornote tlte success of the CA as a regulator of the

tplecommunications sector, taking into accouttt the interest of all stakeholders.

Effective governance is achieved through a combination ol'strong policies, process and structures,

rrrnderpinned by the right values and culture. The Board recognizes that fbr governance to be

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

leading by exarnple to compliment the senior rranagement. 'Ihe Board has cornplied with the

provisions of the Mwongozo Code of Covernance for public corporatiorrs as indicated below:-

THE BOARD

BOARD COMPOSITION, APPOINTMENT AND SIZE
The size, composition and appointrnents of the Members of the Board are prescribed in the Kenya

lnfonnation and Comrnunications Act. The Communications Authority Board comprises of
eleven (ll) members, seven of whom must be independent. The Chairperson of the Board is
appointed by the President. The mernbers are appointed by the Cabinet Secretary and the

hppointments are gazetted. Each member serves fbr a maximurn of two terms of (3) years each.

The Director-Ceneral of the CA also serves as an ex-officio rnernber of the Board witlt no voting
rights.
The Board is well composed in tenns of range and diversity of skills, knowledge, age,

competencies, gender and experience in various sectors which makes it effective and provides an

appropriate balance for the oversight and achievenrent of the Board's lnandate and long-term
goals. The board is composed of eight (9) males directors and trvo (2) f'emales directors as well as

two (2) female alternate directors and one (l) rnale alternate director.
A mernber of the Board may resign or vacate oflice under the conditions stipulated irr the Kenya

Infonnation and Communications Act and Mwongozo. The Board rnay recolnlnend the removal

of a member based on non-perfonnance, gross misconduct, non-attendance of meetings, unethical

conduct or as set out in any constittttive documents or applicable law.

INDEPENDENCE AND SEPARATION OF ROLES & RESPONSIBILITIES
The roles and responsibilities of the Chairpersorr of the Board and the Director-General remain

distinctand separate which ensures a balance of powerof autlrority and checks and balances. The

Board sets out the strategic direction of the organization, oversees itnplementation of policies and

evaluates the performance of CA.
The Chairperson provides overall leadership to the Board witltout lirniting tlre principles of
collective responsibility for Board's decisions. His roles are clearly set out in the Board chafter.

BOARD RBSPONSIBILITI ES
The principle role and responsibility of the Board is that of establishing the long-terrn goals of the

Authority and ensuring that effective plans are developed and implernerrted within a commonly
agreed organizational structure. The Board is charged with the fbllowing responsibilities:-
(a) Exercising leadership, enterprise, integrity and judgernent in directing the Authority;
(b) Determining the vision, purpose and values of the Authority;
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(p)

(d)

(e)

Developing a strategy to achieve the Authority's purpose and to implernent its values to

ensure that it survives and thrives;
Putting in place policies and structures including organizatiott systelns, technology arld staff
to achieve the Authority's purpose and objectives;
Identifying and managing of key risk areas by overseeing the irnplernentatiott of adequate

control systems and relevant compliance with the law, governance, accollnting and auditing

standards;
Setting targets, monitoring perfbnnance and deterrnining the key performance indicators of
the Authority;
Exercising objective judgment, independent from managetnent but with sufficient
management infonnation;
Ensuring the preparation of annual financial statements and reports, cotntnttttication. and

disclosure of infonnation to the stakeholders.

Guiding the implementation of strategic decisions and actions arrd advising matragernent as

appropriate;
Determining the broad policies of the Board including policies on the fiequency, purpose,

conduct and duration of its rneetirrgs and those of its Cotnnlitteesl
Assessing its performance and efl'ectiveness as a whole, and that of individual directors,

including the Director-General;
Ensuring that procedures and practices are in place to protect the Authority's assets attd

reputation;
Ensuring that the Authority has developed succession and exit plans for its senior

management;
Ensuring that the Authority lras developed effective corporate social and environlnetttal
responsibi I ity programmes;
Regularly reviewing processes and procedures to ensure the elfectiveness of the Atrthority's
internal systems of control; and

Meeting at least once a quarter as circumstances may require and disclosing irr the attttual

report the number of board and committee meetings held in the year and the details of
aftendance of each director;
Review, evaluate and approve the overall organizatiortal structure, the assigntlent of senior

managernent responsibilities and plans for senior managernent developrnent and sttccession.

0

(e)

(h)

(i)

fi

(k)

(l)

(m)

(n)

(o)

(p)

(q)

SOARD AND BOARD COMMITTEE MEETINGS
the Kenya Information and Comnrunication Act empowers the Board to create standing as well
as ad hoc comrnittees depending on the need and the prevailirtg circumstances as well as due to

dtatutory and corporate governance best practice requirements. TIte quorum for Board meetings

is seven members excluding the Director-Ceneral. In case of non-attendance of a Inernber due to

other commitmellts, such infonnation is comrnunicated to the chairperson and the secretary prior
to the date of the scheduled meeting. lf the chairperson is absent, tlte members present shall

ir members to preside over the rneetings

availed to the members at least seven days befbre the date of the rneeting. The
r ended 3Orh Junetable below analyses the attendance of board meetings during the financial yea

2017. During that tinancia l, atotalof ten full board meetings were held on the fbllowingdates: 8'h

4ppoint one ofthe
$oard papers are

July 2016, 26th July
2"',J

2016, 29th Septernber 2016,26'h October 2016, Sth December 2016, l3'h
l4'h March 20l 7 23tlr March 20ll,27th A t 20t7

o//al

Attendance
Attended
Meetinss

CA Board Alternate Members

JLrdy Munyinyi Mumo 8 80%I Sammy ltemere
7 70%Kamau Thusse Beatrice Gathirwa
7 80%3 Karania Kibicho Mwenda Nioka/ John Nloroge

December 201 Fe 2011
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4. David Kitur l0 1000/,

5. Kentice Tikolo 6 60%

6. Levi Obonyo 8 80%

Patricia Kimama q 90%

8. Paul Kukubo 7 70%

9 MusambiNandi l0 t000/0

t0. Christopher Guyo Huka I 90%

ll Ben N. Gutuku l0 t00%

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

its own responsibilities. The Board has developed a conrmittee structttre that assists irr the

execution of its duties, powers and authorities. Each comrnittee is guided by prescribed Terrns of
lRef-erence contained within the Board Charter. The Cornmittees are appropriately constituted

drawing membership from amongst Board mernbers with appropriate skills and experience.

The cornmittees operate transparently and also conduct themselves within tlte rules and

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

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

Comrnittees are Finance and Risk Managernent, Staff and Adrninistration, Technical Commiftee,

Broadcasting Standards Committee and Board Audit Comrnittee.

Finance and Risk Committee
The Finance and Risk Management Conrmittee is established rnainly to give recotntnendations

and advise the Board on financial risk rnanagement strategies attd objectives to fbster growth and

development in the Authority.

Staff and Administration Committee
The Staff and Administration Committee is established rnainly to give recornlnendations and

advise to the Board on personnel mafters, policies and procedures and on issttes of administration
of the assets of the Authority.

Technical Committee
The Technical Committee is establislred mainly to give recornnretrdations and advise to tlte Board

on Technical and Regulatory matters in the ICT sector.

Broadcastins ards Committee
The Broadcasting Standards Cornmittee is established rrainly to give recotntnetrdations and

advise to the Board on all broadcasting nratters.

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

recornmendations to the Board on whether the Authority's governance, risk lnanagetnent, and

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

BOARD CHARTER AND WORK-PLAN
The Board has developed a board charter which defines tlre role and responsibilities and functions
of the board in line with the governance of the Communications Authority. The Board Charter is
reviewed periodically.
Board members prepare an annual work plan. The work plan fbcuses at a rninimurn on a review
of the managetnent's implementation of strategies, policies and platts; risk assesstnent and
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management, budgeting and financial rnanagernerlt, quality assurallce processes, Board

evaluation, governance and cornpliance, cornpetence developntent lbr its ntembersl strategic

plann ing, amongst others.

DIRECTORS INDUCTION AND CONTINOUS SKILLS DBVELOPMENT
On appointment to the Board, directors have the beneflt of att induction progratnrne airned at

deepening their understanding of the Authority and the business etrvirotrtnent and markets itl

which the Authority operates. The Board also carries out a needs assesslnent and develops art

annual development programme for its members.

Additionally, the Board receives briefing/training on prograrns airned at enhattcitrg their

understanding of the Enterprise Risk Management, law/regulatiotts, bttsiness and political

environment in which the Authority operates.

BOARD EFFECTIVENESS AND EVALUATION
lln order to assess and improve tlre capacity, functionality and el'fbctiveness of the Board arrd its

cornmittees, an annualevaluation is undertaken within the widely accepted principles olcorporate
governance. Each Board member rnonitors and assesses the collective perlbrrnance of the Board as well

as the perfbrmance of individual directors and the Director-General. The evaluation reviews the General

orientation of the Board, Board structure/composition, Selection, appointtnent, induction, development,

rotation and succession of directors, Board eff-ectiveness, Strategic direction, Stewardship of resources,

Assessing performance, Risk managernent, Legal cornpliance and Accotrntability.

REMUNERATION OF THE BOARD
Remuneration of members of the Board is guided by the State Corporatiotts Act, Cap 446 arrd the

Kenya Infbrmation and Communications Act, 1998. Remuneration includes sitting allowattces or

other remuneration as the Board rnay, within the scales ttf rernttneration specified fiom titne to
time by the State Corporations Advisory Cornmittee and the Salaries and Retntttreratiott

Commission, approve.

ETHICAL LEADERSHIP AND CORPORATE CITIZENSHIP
Members of the Board lrave a fiduciary duty to act honestly and in the best interest o1'the Board.

The Board provides effective leadership based on ethical fbundation and ensures all deliberations,
decisions and actions are based on the Board's core values underpinnittg good governance.

SuccBssroN PLANNING
Succession planning is an ongoing process of systetnatically identifying, assessing and

developing talent and capacity to ensure continuity in specitic positions witlrin the organizatiott.

A succession plan is designed to identify and prepare candidates lbr positions that becotne vacant

due to retirement, resignation or death.
The Board has put in place a succession plan to ensure smooth transition with the least likelihood
of disruption in case a position becornes vacant. There is a successiotr plan in place fbr the

Director-General and other senior managelnent staff-.

GOVERNANCE AUDIT
A governance audit of state corporatiorrs is tacilitated by the State Corporations Advisory
Committee on an annual basis. The purpose of the Audit is to ensure that the Authority cotttbnns
to the highest standards ofgood governance.
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RATE SOCIAL RESPOSIBILITY

the Communications Authority of Kenya is committed to behaving

, to contribute to economic development while improving the quality of
and their families as well as the local community and the society at large.

main focus of our Corporate Social Responsibility (CSR) activities and

of promoting the uptake of ICT. Our CSR policy also covers community
events, educatiolt, support to national disaster mitigation efforts and sports.

's most notable CSR activities include, facilitating access to ICT services
(PWDs). The Authority has rolled out a Kshs.32 million project to
for PWDs with assistive ICT equipment with a view to ensuring

persons with special needs. The project covers eight institutions spread across

nurturing sporting talent among the youth through its sponsorship of Talanta
uthority in partnership with the United Nation's Children Fund (JNICEF) is

from the National Youth Talent Academy since July 2012. The Authority
and especially football for its universality and ability to bring people from all

continue to forge public private sector partnerships to ensure that it uplifts the
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nnr{nT OF THE DIRECTORSvIII.

Directors
June 2017

su[nit their report together with the

whiph show the state of the Authority

activitibs

audited financial statements for the year ended

's affairs.

of the Authority are and continue to be licensing and regulation of the
on behalf of the Government of Kenya.

principal

results of entity for the year ended 30 June 2017 are set out on page I to 25

of Directors who served during the year are shown above. During the

John Njoroge ceased to be alternate for the PS Ministry of Interior and

Government and replaced with Mr. Mwenda Njoka with effect from

uditor - General is responsible for the statutory audit of the Authority in
20 of the Kenya Information and Communications Act, 1998

Order of+. Board

w MBS
ral

ONS AUTHORITY OF KENYA
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IX. STATEMENT OF DIRECTORS' RESPONSIBILITIBS

Section 20(2) of the Kenya Information and Cornmunications Act of 1998 (CAP 4llA), Public

Financial Management act of 2012 and the State Corporations Act (CAP 446), require the

f)irectors to prepare financial statements in respect of that Authority, which give a true and fair
view of the state of affairs of the Authority at the end of the financial yearlperiod and the

operating results of the Authority for that yearlperiod. The Directors are also reqtrired to ensure

t$at the Authority keeps proper accounting records which disclose with reasonable accuracy the

flnancial position of the Authority. The Directors are also responsible fbr saf'eguarding the assets

of the Authority.

'llhe Directors are responsible fbr the preparation and presentation of the Authority's financial

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

end of the financial year (period) ended on 30 June 2017. This responsibility includes:

(i) Maintaining adequate flnancial managernent arrangemerrts and ensttring that these

continue to be effective throughout the reporting period;

(ii) Maintaining proper accounting records, which disclose with reasonable accuracy at any

time the financial position of the Authority;
(iii)Designing, implernenting and maintairring internal controls relevant to the preparatiotr and

fair presentation of the financial statements, and ensuring that they are fiee fiorn material

misstatements, whether due to error or fraudl
(iv)Safeguarding the assets of the Authority;
(v) Selecting and applying appropriate accounting policies; arrd

(vi)Making accounting estirnates that are reasonable in the circuntstances.

The Directors accept responsibility for the Authority's flnancial statetnents, wlrich have been

frepared using appropriate accounring policies supported by reasonable and prudent judgernents

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

ih the manner required by the KICA Act and the State Corporations Act. The Directors are of the

opinion that the Authority's financial statements give a true and fair view of the state of Authority's
transactions during the financial year ended 30 June 2017, and of the Authority's financial position

as at that date. The Directors furlher confirm the cornpleteness of the accounting records maintained

for the Authority, which have been relied upon in tlre preparation of the Atrthority's fittancial

statements as well as the adequacy of the systems of internal financial control.

l^,lothing lras come to the attention of the Directors to indicate that the Authority will not retnain a

going concern for at least the next twelve months tiom the date of this statement.

Approval of the financial statements

The Authority's financial staternents were approved by the Board on 28'h Septernber 2017 and

Eigned on its behalf by:

Ag. Director Finance & Accouttts For: Board of Directors
ICP/.K Member No: 25 l9

1

Director General
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REPUBLIC OF KEI\-YA

Telephone:
Fax: +
E-mail:
Website:

1482
P.O. Box 300t4-00100

NAIROBI

OFS'ICE OF THE AUDITOR.GENERAL

OF THE AUDITOR.GENERAL ON COMMUNICATIONS AUTHORITY OF
A FOR E YEAR ENDED 30 JUNE 2017

PORT ON THE FINANCIAL STATEMENTS

ified Opinion

Kenya
dited the a
set dut on pages 1 to 28, which comprise the statement of financial posation

au ccompanying financial statements of Communications Authority

at 30 June 2017, and the statement of financial performance, statement of
ges in net assets, statement of cash flows and statement of comparison of

adtual amounts for the year then ended, and a summary of significantdget and
pqlicies

of Article
nting and other explanatory information in accordance with the

SIONS 229 of the Constitution of Kenya and Section 35 of the Public
it Act, 2015. I have obtained all the information and explanations which, to the
of my knora/edge and belief, were necessary for the purpose of the audit.

my opinion, bxcept for the effect of the matters described in the Basis for Qualified
ion sectiqn

, the fln
of my report, the financial statements present fairly, in all material
ancial position of Communications Authority of Kenya as at 30 June

17, and of its financial performance and its cash flows for the year then ended, in
ance lnternational Public Sector Accounting Standards (Accrual Basis)

the Kenya lnformation and Communication Act., Cap 411A Laws ofcomply

addition, aS required by Article 229(6) of the Constitution, except for the matters
bed in the Basis for Qualified Opinion and Other Matter sections of my report,
on the procedures performed, I confirm that nothing has come to my attention

tb believe that public money has not been applied lawfully and in an
way.

for Qu4lified Opinion

lrreg u lar Procurement Methods

1 Event Mhnagement Services

disclosed ln Note 12to the financial statements the genera! expenses figure of
n respect of consumer
,302,560 being cost of
held on 11 November

6 whose sprvice provider was identified through request for quotations method of
rement yet the tender amount exceeded the allowable threshold of Kshs.2

illion. This is contrary to Public Procurement and Asset Disposal Act,2015. ln

with
wiIrr

cause me

3() .luna l0

Prcmoting Accountability in the Public Sector



addition, no signed formal contract between the Authority and the service provider
was availed for audit review. Further, the figure of Kshs.95,408,000 includes an
amount of Kshs.20,130,998 paid to another firm in respect of event management
services for Kikao Kikuu in Busia without a signed contract agreement contrary to
section 44(1)(f) of the public procurement and asset disposal Act, 2015 which
requires an accounting offlcer to approve and sign all contracts of the procuring entity.

ln the circumstances, it has not been possible to confirm the propriety of expenditure
totalling Kshs.33,433,557 for the year ended 30 June 2017.

1.2 Design, Printing, Supply and Delivery of Branded ltems

Further, the general expenses figure of Kshs.1,969,111,000 includes an amount of
Kshs.95,408,000 in respect of consumer affairs under note 12 to the financial
statements. The amount of Kshs.95,408,000 also includes Kshs.1 1,977,070 for the
design, printing, supply and delivery of branded give away including umbrellas and
spiral notebooks by three firms identified through request for quotations instead of
open tendering method for a contract of such magnitude.

However, available information revealed that on 21 June 20'17 all the three firms
which were awarded the tender were notified further changes affecting their contracts
from one off supply to a framework contracUagreement. The change to framework
contract was done contrary to sectionll4(1) of the Public Procurement and Asset
Disposal Act 2015, which provides that a framework contract can only be entered into
through open tender and when the required quantity of goods, works or non-
consultancy services cannot be determined at the time of entering into the agreement.

Consequently, the Authority is in breach of the law and the propriety of expenditure
totaling Kshs.1 1,977,070 for the year ended 30 June 2017 could not be confirmed.

1.3 Unclear Excessive Procurement of Brochures

As disclosed in note 12 to the statements financial statements the general expenses
figure of Kshs.1,969,111,000 includes an amount of Kshs.95,408,000. The amount
of Kshs.95,408,000 also includes Kshs.13,862,670 in respect of a contract for supply
of various brochures awarded to a firm on 4 November 2015 at a contract sum of
Kshs.7,675,538 for a period of one year, with a performance bond ol 5o/o equivalent
to Kshs.383,776.88. However, available information indicate that on 5 April 2016 and
13 October,2016 the Authority wrote to the above supplier to quote and supply
additional brochures worth Kshs.9,292,500 and Kshs.5,683,485 through direct
payment. The supplier was subsequently paid for the additional brochures vide
Payment Voucher. No.s VB/C/2006112114958 dated 18 August 2016 and
VB/C/2006112113271 dated 23 December 2016 respectively. This was contrary to
section 106(2)(b) of Public Procurement and Asset Disposal Act 2015 which requires
that the request shall be given to as many persons as necessary to ensure effective
competition and shall be given to at least three persons, unless that is not possible.

cnrlctl ?0 .lrrne )O I 7
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,,A physical visit to the store one year later in December 2017, revealed that a total of
tgg,ZSO child online brochures worth Kshs.12,323,625 were still lying in store
unutilized. ln the circumstances, it has not been possible to confirm the propriety of
gxpenditure totalling Kshs.1 3,862,670 for the year ended 30 June 2017 and that the
Authority was in breach of the Law.

1.4 Supply of Computers to Schools and E Resource Centers

ln addition included in the general expenses figure of Kshs.1 ,969,1 1 1 ,000 under note

ll2 is an amount of Kshs.95,886,000 in respect of universal service obligation. The
hmount of Kshs.95,886,000 also includes Kshs.58,577,271 paid to a firm for supply
of computers to schools and E-resources centres out of which Kshs.55,035,471 was

for supply and installation of computers, Kshs.2,934,800 for annual computer
hardware maintenance and Kshs.607,000 for annual renewal fees for anti-virus for a
period of two (2) years and three (3) months.

ko*"r"r, examination of available records revealed that the supplier attached a
manufacturer authorization letter which had a disclaimer on warranty of the products
in place of the Standard Manufacturer's Authorization form/letter specified in the
tender documents where Quality of the Product is guaranteed by the manufacturer.

Although the management explained that they intended to award the tender to more
than one bidder as a way of extending the opportunities to the women, youth and
persons with disabilities in order to minimize the risk of any possible setback to the
pntire project in the event that a single bidder experienced challenges that may affect
the delivery of goods and services, the maximum number of lots that were to be
awarded to any one bidder were three (3) out of the total five (5) lots. However, this
was not the case as the above supplier was awarded all the five (5) lots.
bon."qr"ntly, the Authority is in breach of the law and the propriety of expenditure
of Kshs.58 ,577,271 for the year ended 30 June 2017 could not be confirmed.

b, Unaccounted for Expenditure

lncluded in the general expenses figure of Kshs.1,969,111,000 under note 12 is an
pmount of Kshs.54,786,000 in respect of corporate social responsibility. The amount
of Kshs.54,786,000 also includes Kshs.23,000,000 being sponsorship of the National
Youth Talent Academy. The sponsorship was on furtherance of 28 June 2012
hgreement between the Authority and UNICEF Kenya to sponsor the National Youth
Talent Academy boys football team established by the government through the
Ministry of Sports, Culture and Arts at a cost of Kshs.17,763,250 per year for three

fears, with a commencement date of 28 June 2012. The agreement was later
renewed on 9 May 2016 for a total sum of Kshs.69,000,000 for period of three
financial years with effect from June 2016 to 2019 at Kshs.23,000,000 per annum.
However, the Kenya Academy of sports has not submitted any returns and financial
reports of the football club (Talanta) or accounted for the grants or the donations as
per agreement between the two parties.

Further, according to the agreement, the utilization of the funding was to be subjected
to an annual external audit by the Auditor General. The Authority was also mandated

r,ntil,tl lO .ltttt,' 1l) l'
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to call at any time for any of the financial accounting and other project records
maintained by Kenya Academy of Sports in pursuant to the agreement and subject
the records to an audit process of its choice. However, no evidence to show that the
financial records of Kenya Academy of Sports were subjected to any audit was
availed for audit review.

ln addition, it was noted on 13 December,2016 the acting Director Corporate
Services for Kenya Academy of Sports wrote to Director General Communication
Authority of Kenya through letter Ref. No: KAS/A/13(21) requesting for a change in
remittance of the second instalment of Kshs.23,000,000 for the football club
(Talanta), from the old account No. 0260500659 at Equity Bank as per the agreement
to a new account at Jamii Bora Bank account No.1001823633002. The request was
honored on 20 January,2017 without authority from the parent Ministry and the
National Treasury.

Further, Communications Authority of Kenya did not notify Kenya Academy of Sports
and the Ministry of Sports, Culture and Arts of the transfer of the funds.

Consequently, it has not been possible to confirm the propriety of expenditure totalling
Kshs.23,000,000 transferred to Jamii Bora bank account for the year ended 30 June
2017.

3. Directors Expenses

3.1 lrregular Payments to Directors

lncluded in the directors expenses figure of Kshs.47,211,000 under note 10 is an
amount of Kshs.1,656,000 in respect of board welfare. The amount of
Kshs.1,656,000 also included Kshs.1,200,000 being Christmas Shopping vouchers
worth Kshs.100,000 to each Board director. The Universal Service Advisory Council
members were also given Christmas shopping vouchers worth Kshs.900,000 which
is included in note 12 under universal advisory council of Kshs.47,261,000. The
payment of christmas shopping totalling Kshs.2,100,000 was made without parent
Ministry and National Treasury approval. This was done contrary to provisions of
circular ref OP/CABgl2ll2AlLll/43 dated 24 November 2004: Guidelines on terms
and conditions of service annex lV paragraph (i) at page 42 that provides that any
other benefits that are not provided in annex iv do not apply. Consequently, the
management was in breach of the Law and the propriety of expenditure totaling
Kshs.2,100,000 for the year ended 30 June 2017 could not be confirmed and was not
a proper charge to public resources.

3.2 lrregular Disposal of MacBook laptops and IPADS to Directors

Examination of available record revealed that Authority assets including macbook
laptops and IPADs held by the former directors were un-procedurally disposed off to
the individual directors. The nine (9) MacBook laptops with net book value of
Kshs.466,551, nine (9) iPads with net book value of Kshs.160,515, ten (10) iPads
with net book value of Kshs.200 and fourteen (14) laptops with net book value of
Kshs.280 all totalling to Kshs.627,553 were offset with the directors' fees due to the

Rcporl ol lhe,4tultlor-Gcnerul on the Finuttc'tul Stutananls rtf ('onrntunit'cttions.4ulhorilv ol Kcn.t'u frtr lhe veur
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former directors. Offsetting of said assets was done contrary to Section 164(3) of the
Fublic Procurement and Asset Disposal Act 2015 which states that there shall be a
tEchnical report where appropriate by a relevant expert of the subject items for
disposal that takes into account the real market price and in so doing the technical
dxpert shallset up a reserve price which shall be the minimum acceptable price below
real market value of the boarded items.

ponsequently, the Authority was in breach of the law and the propriety of
Kshs.627,546 for the year ended 30 June 2017 could not be confirmed.

4. Disputed Contract Payments

As previously reported, on 29 November 2002, the Authority awarded the tender for
supply and installation of demountable office partitions to a firm at a contract sum of
Kshs.45,195,200. The Authority also awarded the tender for supply and installation
of carpets and vertical window blinds on a sub-contract agreement with the first firm
at a tender sum of Kshs.12,619,846, resulting to a total contract sum of
Kshs.57.865,046. Although the project was supposed to be completed on 14 July
2003, it was completed one year later on 23 June 2004. The payments to the
contractor were based on work done as per the project quantity surveyor's, the
Architect's valuations and the Architect's certificates. After the final payment of
Kshs.1,286,319.45 in September 2005, the contractor raised a dispute claiming
Xsns. 1,277,961.90 being interest on delayed settlement of interim certificate No.6.
The management has explained that the delay had been occasioned by a dispute
over the material used by the contractor, which the project manager noted differed
from those specified in the Bills of Quantities.

Further, on 5 December 2006 the contractor wrote to the Authority(Commission)
claiming Kshs.51,378.300.40 in respect of purported losses and expenses incurred
on the project due to delay of 45 days. The Authority disputed the claim and the
contractor subsequently lodged an arbitration claim before an arbitrator.

Consequently the Arbitrator ruled that the Authority was to pay Kshs.47,284,879.45
for the claims and costs of arbitration of Kshs.2,783,370 all totalling
Kshs.50,068,249.45, failure to which the amount shall attract simple interest at a rate

',of 18o/o per annum until payment is made in full. On 5 March2015 the Board approved
release of Kshs.51,860,882.75 held in the Escrow account and undertook to pay other
outstanding sums of money amounting to Kshs.18,103,040 all totalling
Kshs.69,963,922.75. A review of the matter in February 2018 revealed unchanged
position.

ln the circumstances, it has not been possible to confirm that Kshs.69,963,922.75 is
a proper charge to public resources.

The audit was conducted in accordance with lnternational Standards of Supreme
Audit lnstitutions (lSSA|s). I am independent of Communications Authority of Kenya
in accordance with ISSAI 30 on Code of Ethics. I have fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical

t,nrl,,rl l0 .lrutt, )0 I -
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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 judgment, are of most
significance in the audit of the financial statements. Except for the matters described
in the Basis for Qualified Opinion and Other Matter sections of my report, I determine
that there were no Key Audit Matters to communicate in my report.

Other Matter

Budgetary Contro! and Performance

The Authority had a total expenditure budget of 3,581,946,000 approved for the
financial year 201612017. The budget absorption was as follows:

From the above analysis, the Authority underutilized the budget under repairs and
maintenan ce by 37o/o. The under absorption of the approved budget is an indication
of activities not implemented by the authority which implies non delivery of goods and
services to the Kenyan Citizens for the year ended 30 June 2017.

Responsibilities of Management and Those Charged with Governance for the
Financial Statements

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

r,nrlcrl lO lrrne )Ol-
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Item Budget
2016-2017

Actuals
2016-2017

Under
Expenditure

Absorption

(Kshs.) (Kshs.) (Kshs.) otto

Personnel Emolument 1,193,382,000.00 1,193,354,000 00 28,000 00 1000

Board Expenses 55,000,000 00 47,211,000.00 7,789,000.00 860/"

Operating/Adminrstratron 2,207 ,750,000.00 89o/o

Expenses 1,969,111,000.00 238,639,000.00

Reparrs and
Maintenance

3,623,963,000.00 3,31 5,098,000.00 308,896s,000.00 63%

105,422,000.00 62,409,000.00

Grand Tota! 3,623,963,000.00 3,315,098,000.00 308,865,000.00 91%



I

ln preparing the financial statements, management is responsible for assessing the
Authority's ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless the
management either intends to liquidate the Authority or to cease operations, or have
no realistic alternative but to do so.

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
,{ct, 2015.

Jnose charged with governance are responsible for overseeing the Authority's
flnancial reporting process.

Auditor-General's Responsibilities for the Audit of the Financial Statements

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
eror, 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 of Kenya. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with lSSAls will always detect a material misstatement 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
qconomic decisions of users taken on the basis of these financial statements.

J,
i,1,0

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

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

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

Conclude on the appropriateness of the management's use of the going concern
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

r,nrletl ll) .lrtnr, )l) I -

7

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

a

a
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o

o

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

Evaluate the overall presentation, structure and content of the financial
statements, including the disclosures, and whether the consolidated and separate
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.

o Perform such other procedures as I consider necessary in the circumstances.

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

I also provide management with a statement that I have complied with relevant ethical
requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on my
independence, and where applicable, related safeguards.

FCPA Edward *. O. Ouko, CBS
AUDITOR.GENERAL

Nairobi

10 May 2018

enrlerl lo lrlt,,1ol-
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of Kenya
the ended June 30,2017

ial Pedormance
30 June 2017

fmm nge transactions

Fees

fiom u*{n"ng" transactions

rrconE

Irrconr

rtvenue

nses

costs

ard

tement of
the Year

ad
expenses

Expenses

on sale of
on foreign

2017

Kshs'000

2016

Ksts'000

6

Note

9

l0

26

il
l2

7361,t59 6,613,933

7

I
l,l 10,283

3t5,271

l',010,964

198,319

11425,554 1,209283

8,796,713 7,8232t6

Experse

1,193,354

47,211

352,609
105,422

969 lll
3,667,707

1,164

35,608

1,173,479

52,213

305,956

99,838

1,912,904

3,544J90

)

trarsactions

l3

27

29

774

(46)
(36,227)bss

tulde Surphs

forthe ol"ou

statenpnt of perbrnnrrce it to be read in conjrctbn with ttrc

to and part ofthe fnurrbl statenEnts set ou on pages 6 to 25.

23

5,155,778

4,1881975

4,243328

2,828,586

966,803 1,414,742



ment of
et 30 June

Cunrnt Assets

Current Assets

NorCuntnt

Liabilities

received in

Net assets and

Arsets

Fitancial

Assets

ard cash

ASSETS

and other

Cunent

Equtry

Suphs

from

from

plarf and

Assets

W. Warewi,
Gerrcral

of Kenya
the ended June 30, 2017

Position
t7

Note

tarsactions

trarsactbns

le(b)

2017

Ksts'000

2016

Kshs'000

t4

l5

l6

t2,i94,988
1,145,722

53 r,305

10,278,052

1,764,8t3
477.425

r4,072,015 12,520,290

l9(a) 2,594,525

730,570

2,471,647

281,994

ets 3,325,096

l7,391,110

Surphs 4, I 88,975

tom exchange

1',? 456,306

19,425

4,664,706

4,664,706

12,732.404

74t,965
tt,990,439

t2,732,404

set or,t on pages I to 25 were sigrrd on behalfofthe Board ofDirectors by:

Ag Director Finance and Accowrts

CPA. MaxwellM. Mogaka

ICPAK Membership No25 I 9

2.753.641

15,273,931

23 2,828,586

588,367

82,9s2

3,499,905

3,499,905

11,774,026

20

25

741,965

l r ,032,061

11,774,026

.F

For: Board ofDirectors

Mr. MugmbiNadi

2

Date. Date



of Kenya
$tatements the ended June 2017

ment of Changes in Net Assets

the Year bnded 30 June 2017

Note

2015

30 June 2016

Fees

July 1,2016

dttance

A

Ownen
Equity

Kshs'000

741,965

741,965

Revaluation
Reserve
Kshs'000

Accumulated

Surplus

Ifths'000

Total
Resenes
Kshs'000

7741 I
4,243,328 4,243,328

23

30

11,032,061

(9,780)
11,774,026

(9,780)

55

11,765,601

5,155,778

nts I I
1l,023,636

5,155,778

23

74 ll30 June 2017

3



Commu of Kenya
the r ended June30,2017

tement of
the Year

bash FIow
Ended30June 2017

2017 2016

Note Kshs'000 Ksts'000

TIIt{G ACTIVITIES

generated

Remittance Treasuy PalI

in) Operatiom 2t(a)

l9
l3
7

I 3,811,571

30fees

(2,828,586)

(9,780)

(2,838,366)

(3,147,721\

Q,147,721)

ct Cash g"ouof"O fronr(used in) Operatiom

rcnJrnns

AND clsn]rourvALm{rs

1,919,866 663,850

(9t4,377)
1,164

l,l10,283

(574,200)

774

1,010,964

cash gene fmnr(used in) Investing activiths

IN CASH AND CASH EQT]IVALUYN

197,070 437,538

2,116,935 1,101,388

l4 10,278,052 9,176,664

l4 12,394,988 10,278.052ANI) CASHIEQI.N

ATBEGINNING OF YEAR

VALAryS ATE{D OF YEAR

with the mtes to and

pages 6 to 25
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Communica(ions Authority of Kenya
rinancial nts for the ended June 30,2017

StatJnrent of Comparison of Budget and Actual Amounts

Forlhe YearEnded 30 June 2017

Original Budget Re-Allocations Final Budget

Actual on

Comparable

Bas is

Pedormance

Difference Note

R.".J,r
tntemf [y Gerrcrated Reventn

Recurynt

Total Revenue

Operqthg Expe nses

PersoJrtl Ennlurtnt
Board &penses

Operqtbg/Adminbtratbn Expenses

RepaiJs arxl Maintenance

Deprephtbn and Amortizatbn

Total Cipe rating Expe nse s

oper{drry Pmfit (Loss)

Firange Charges

Corpontbn'Iar
Net darnings
Distributhn to National Exchequer

Retriired Earnings

20t6-2017

Kshs'000
6,698,815

804.302

2016-2017

Kshs'000

2016-2017

Kshs'000
6,698,8 I 5

804.302

20t6-2017

Kshs'000
7,36 t,1 59

1.462,326

2016-2017

Kshs'000
(662,344\
(658,024)

t

2

7,503,1 t7 7,50J,1 l7 8,823,485 (1,320,368)

l, I 93,382

55.000

2,207,750

r 67.83 I

297,207

r.r93.382'
55,000

2,20',7,750

167.831

29'7.207

I,t93,354
47 ,21I

1,969, t I I

t05.422

352,609

28
'1,',l89

238,639

62,409
(55,402)

3

J

5

6

1

3,g2l,l1l 3.92t.t7t 3,667,707 253,.t64

3,581,946 3,581,916 5,r55,778 (1,573,831)

3.581.946 3.58r.946 5.155.778 ( I .573.831 )

3.261,553 3.26 t.553 4.188.975 (927,1221

320,393 J20,393 966,803 (2,501,253)

Notqs to the Butlget:

l. TL frvourabb variance is clrc to inoreased collectbrs of reventp as a resuh ol'enhanced

mlrDgenEnt ofttre billing system and rrcw networks applicatbns

2. de targeted perlornranoe was surpassed dLe to flavourabb prevailing interest rates and tlrc

cdsh balances that were avaihble.

3. Tfu budget was duly achbved as per the estimates and strbt adherance to tlre exbtirrg policy

4. A rnajor u,orkshop ufiich lrad been anticipated touards the end ol'tlre linarrialyear u'as

pdgponed to the folbwing financial year

5. Tfu budget was mt fully utilbed drc to rniligating lactors srch as tlre ebctbns that disrupted

u[fiulrt. such as consunrcr educatbn programs that rvere to take phce in varkru-s coLmtbs.

6. A] najor relirbbhnrcnt and repair of the Natbnal Cornmunicatkrns Secretariat was not linalized

a1 at end ofthe year hence the bw expendinne.

7. lrl 0E prevbu year all assets were brouglrt ot use and hence an enhanced depreciation in the

cr{rrents year as opposed to the prevbus year.

5



Com ns Authority of Kenya
Statements for the r ended 30 June 2017

otes to the Financial Statements
or the Year Ended 30 June 2Ol7

I. GENERAL INFORMATION

munications Authority of Kenya is established by and derives its authority and accountability

Kenya Information and Communications Act, 1998 (Cap 41lA). The Authority is wholly owned

the Government of Kenya and is dorniciled in Kenya. The Ar"rthority's principal activity is

ng and regulation of the communications sector on behalf of the Governlrent of Kenya.

2. STATBMENT OF COMPLIANCE AND BASIS OF PRBPARATION

Authority's financial statements have been prepared in accordance with and comply with

rnational Public Sector Accounting Standards (IPSAS). The financial statements are presented in

ya shillings, which is the functional and reporting currency of the Authority and all values are

to the nearest thousand (Kshs.000). The accounting policies have been consistently applied

all the years presented

financial statements have been prepared on the basis of historical cost, unless stated otherwise.

cash flow statement is prepared using the indirect method. The financial statements are prepared

accrual basis.

3. ADOPTION OF NEW AND REVISED STANDARDS

t. Relevant new standards and amendments to published standards effective for the

year ended 30 June 2017

Standard Impact

IPSAS 33: First

time adoption of
Accrual Basis

IPSAS

(Effective for annual periods beginning on or January 1,2017)

In January 2015, the IPSASB pLrblished IPSAS 33, First-time

Adoption of Accrual Basis IPSASs. IPSAS 33 grants transitional

exemptions to entities adopting accrual basis IPSASs for the first

time, providing a major tool to help entities along their journey to

implement IPSASs. It allows first-time adopters three years to

recognize specified assets and liabilities. This provision allows

sufficient time to develop reliable models for recognizing and

measuring assets and liabilities during the transition period.

The Authority adopted IPSAS in the year ended 30 June 2014 and

therefore provisions of first time adoption of accrual basis does not

apply to the Authority.

6



Commqnications Authority of Kenya
Financial Statements for the vear ended 30 June 2017

Notes to the Financial Statements (Continued...)
For the Year Ended 30 June 2Ol7

u New and amentled standards antl interpretations in issue but not yet effective in the

year ended 30 June 2017

Standard Effective date and impact:

IPSAS 39:

Ernployee Benefrts

Applicable: I't January 2018

The objective to issue IPSAS 39 was to create convergetrce to

changes in IAS l9 Ernployee benefits. The IPSASB needed to

create convergence of IPSAS 25 to the amendtnents done to

IAS 19. The nrain objective is to ettsure accttrate irrfbrrnatiorr

relating to pension liabilities arising fiorr tlre defined benetit

scherne by doing away with the corridor approach.

IPSAS 40: Public

Sector

Combinations

Applicable: I't January 2019:

The standard covers public sector cotnbinatiotrs arising fi'orn

exchange transactions in which case they are treated sinrilarly

with IFRS 3(applicable to acquisitions only) Business

combinatiotrs and combinatiolts arising from non-excllange

transactions which are covered purely under Public Sector

combinations as amal garnations.

Revised Standards

IPSAS 2I:
lmpairrnent of
Non-Cash-

Generating Assets

Applicable: 1'r January 2018:

The arnendrnent which was contained in Exposure draft 57 that

arnerrded the standard so that assets measured at revalued

amounts under tlte revaluatiott rnodel in IPSAS 17, Property,

Plant and Equiprnent, and IPSAS 31, lntangible Assets, are

within the scope of IPSAS 2l .

IPSAS 26:

lmpairrnent of
Cash-Generating

Assets

Applicable: I't January 2018:

The arnendtnent which was contained in Exposure draft 57 that

amended the standard so that assets tlteasured at revalued

arnounts under the revaluatiott tnodel in IPSAS 17, Property,

Plant and Equipment, and IPSAS 31, lntangible Assets, are

within the scope of IPSAS 26.

The amendments are corrtained in Exposure Drafl 59 which

proposes to align IPSAS 25, Ernployee Benefits with IFRS i.e.

to be converged with the underlying IAS l9 on Ernployee

Benef its.

IPSAS 25:

Employee
Benefits

Early adoption of standards

The Authority did not early - adopt any new or amended standards in year 201 7

1

llI.



Commrf nications Authority of Kenya
Financial Statements for the year ended 30 June 2017

Notes to the Financial Statements (Continued...)
il'or the Year Ended 30 June 2017

.. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a) Revenue recognition

' i) Revenue from non-exchange transactions

License Fees

t'he Authority recognizes revenues from license fees. The income is recognised upon issuance of
licence for annual operating and / or payment offrequency licence fees. Type approval and other fees

,d when realiqed Other non-exchanse r( ed when it isdre recognized as and when realised. Other non-exchange revenues are recogniz

probable that the future economic benefits or service potential associated with the asset will flow to

the Authority and the fair value of the asset can be measured reliably.

ii) Revenue from exchange transactions

lnterest income

The net Interest income includes interest realised on government securities, placements, and bank

ilrlun""r.

pttrer Income

Type approval, penalties and other fees are recognized as and when realised. This recogttition is when

dhe outcome of the transaction can be estimated reliably. Where the contract otltcome cannot be

r,*a.rr.d reliably, revenue is recognized only to the extent that the expenses incurred are recoverable.

b) Budget information

'[he annual budget is prepared on the accrual basis, that is, all planned costs and income are presented

in a single statement to determine the needs of the Authority as well as the revenue to be generated.

]As a result of the adoption of the accrual basis for budgeting purposes, there are no basis, timing or

differences that would require reconciliation between the actual comparable amounts and the amounts

presented as a separate additional financial statement in the statement of comparison of budget and

hctual amounts.

c) Taxes

iThe tax rates and tax laws used to compute the amount are those that are enacted or substantively

bnacted, at the reporting date in the area where the Authority operates and generates taxable income.

The Authority is tax exempt as per the Public financial Management act of 2012. Management

furiodically evaluates positions taken in the tax legislations with respect to situations in which

applicable tax regulations are subject to interpretation and establishes provisions where appropriate.

8



Communications Authority of Kenya
Financihl Statements for the year ended 30 June 2017

Notes to the Financial Statements (Continued...)
For the Year Ended 30 June 2Ol7

d) Property, plant and equipment

dll property, plant and equiprnent. are stated at cost or valuation less acctttnulated depreciation and

impairment tosses. Cost includes expenditure that is directly attributable to the acquisition of the

itelns. When significant parts of property, plant and equipluent are required to be replaced at

ihtervals, the Authority recognizes such parts as individual assets with specific usetirl Iives and

depreciates them accordingly. Likewise, when a rnajor inspection is perfbrrned, its cost is recognized

in the carrying amount of the plant and equipment as a replacemerrt if the recogttition criteria are

satisfied. All other repair and maintenance costs are recognized in staternerrt of tlnancial perfbrmance

as incurred. Depreciation is charged on a straight line basis over the estitnated usetirl lives of the

assets. The ratesof depreciation used are based on tlre fbllowingestitnated useful lives:

Buildings and irnprovements
Plant & machinery
Radio equipment
Computers
Motor vehicles
Office furniture and fittings
Office equiprnent

40 years
I 0 years

I 0 years

3 years

5 years
8 years

5 years

e) Financialinstruments
Finonciil fissets

lnitial recognition and measurernent

Financial assets within the scope of IPSAS 29 Financial Instrurnents: Recognition attd Measuretnent

are classified as financial assets at fair value through statement of flnancial perfbrtnance, loans and

receivables, held-to-maturity investments or available-for-sale tlrtancial assets, as appropriate. 'fhe

Authority determines the classification of its tirrancial assets at initial recognitiort.

Receivables

Receivables are non-derivative llnancial assets with tlxed or deterrninable payments that are not
quoted in an active market. Receivables are stated at original invoiced atnounts, less an estirnate rnade

of Losses arising from irnpairment and recognized in the statenrent of finatrcial perfornlaltce.

Impo irme nt of fi n o n c i a I us s ets

The Authority assesses at each reportirrg date whether there is objective evidence that a flnancial asset

or an entity of financial assets is irnpaired. A flnarrcial asset or an entity of firrancial assets is deetned

to be impaired it and only if, there is objective evidence of inrpairment as a result of one or rnore

events that has occurred after the initial recognition of tlre asset (an incurred'loss event') and that

loss event has an impact on the estimated future cash flows of the tjnancial asset or the entity of
financial assets that can be reliably estinrated. Evidence of itnpairmellt Inay include the fbllowing

indicators:

I



Communications Authority of Kenya
Financial Statements for the year ended 30 June 2017

Notes to the Financial Statements (Continued...)

{or the Year Ended 30 June 2017

) The debtors or an entity of debtors are experiencing signiticant flnancial difficulty

i The probability that debtors will enter bankruptcy or other financial reorganizatiott

i Observable data indicates a rneasurable decrease in estitnated future cash tlows (e.g. changes

in arrears or econornic conditions that correlate with defhults)

i) Financiol liabilities
Ikltitrl recognition ond meusurement

Financial liabilities within the scope of IPSAS 29 are classifled as flnancial liabilities at l'air value

through statement of financial performance or loans and borrowillgs, as appropriate. The Authority

determines the classification of its financial liabilities at initial recognition.

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

plus directly attributable transaction costs.

f) Provisions

P[ovisions are recognized wlren the Authority has a present obligation (legal or constructive) as a

result of a past event, it is probable that an outf'low o1'resources ernbodying econotnic benefits or

service potential will be required to settle the obligatiott and a reliable estimate can be rnade of the

amount of the obligation.

Where the Authority expects some or all of a provisiorr to be reimbursed, for exatnple, under an

insurance contract, the reilnburselnent is recognized as a separate asset only when the reimburselnent

is virtually certain. The expense relating to any provision is presented in the statetnent of financial

performance net of any reimbursement.

Contingent liabilities
llhe Authority does not recognize a contingent liability, but discloses details of arry contingencies in

the notes to the financial statelnents, unless the possibility o1'arr outf'low of resottrces embodying

economic benefits or service potential is remote.

Contingent assets

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

existence is contingent on the occurrence or non-occurrence of one or more uncerlain fitture everrts

not wholly within the control of the Authority in the notes to the tlnancial statements. Contingetrt

a$sets are assessed continually to ensure that developments are appropriately reflected in tlre tlnancial

slatements. lf it has become virtually certain that an intlow of econotnic benefits or service potential

will arise and the asset's value oan be measured reliably, tlte asset and the related revenue are

recognized in the financialstaternents of the period in which the change occurs.
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Communications Authority of Kenya
Financipl Statements for the year ended 30 June 2017

Notes to the Financial Statements (Continued...)
For the Year Ended 30 June 2Ol7

g) Nature and purpose of reseryes

The Authority creates and maintains reserves in terrns of specific requirements. All reserves are stated

ahd outlined as per IPSAS l7 and IPSAS l.

h) Changes in accounting policies and estimates

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

i) Employce benefits

Post-employment benefi ts

The Authority's enrployees are eligible for retirenrent benefits ttnder a defined contribution plan

provided througlt separate funds.

Contributions to defined contribution plan are charged to the income staterrlent as incurred. Any
(ifference between the charge to the income statement and the contributions payable is recorded itt

the balance sheet under other receivables or other payables.

j) Foreign currency transactions

transactions in foreign currencies are initially accountecl tbr at the prevailing rate of excltange on the

dafe of the transaction. Bank balances denominated in foreign currency are reported at the statetnent

qf financial position reporting date by applying the exchange rate on that date. Exchange differerrces

arising from this running balance in the cashbook and the bank balance, are recognized in the

statement of financial performance in the period in whiclt they arise.

k) Intangible assets

lntangible assets acquired are initially recognized at cost. The cost of intangible assets acquired is

their fair value at the date of the exchange. Following initial recognition, intangible assets are carried

at cost less any accumulated arnortization and accumulated irnpairtnent losses. The usefirl lil'e ol'the

intangible assets is assessed as either finite or indefinite. The rates ol'amortization used are based on

lhe following estimated useful lives:

. Software 3 years

l) Leases

Finance leases are leases that transfer substantially all of the risks and benefits incidental to

6wnership of the leased itern to thc Authority. Assets held urrder a flnance lease are capitalized at the

qommencement of the lease at the fair value of the leased propefty or, if lower, at the present value of
the future rninimum lease paytnents.

lt
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TIrc Authority also recognizes the associated lease liability at the inception of the lease.'fhe liability

recognized is measured as the present value of tlte ftrture tninimttm lease paytnents at initial

recognition.

Subsequent to initial recognition, lease payrnents are apportioned between finance charges and

reduction of the lease liability so as to achieve a constant rate ol'interest ort tlre remaining balance of
the liability. Finance charges are recogrrized as flnance costs in surpltts or deficit.

An asset lreld under a finance lease is depreciated over the useful lil'e of the asset. However, if there is

no reasonable certainty that the Authority will obtain ownerslrip of the asset by tlte end of the lease

terrn, the asset is depreciated over the shorter of the estinrated uselll life of the asset and the lease

tenn.

Operating leases are leases that do not translbr substantially all the risks and benefits incidental to

ownership of the leased item to the Authority. Operating lease payments are recognized as an

operating expense in statement of tinancial pertbrnrance on a straight-line basis over the lease term.

m) Related parties

The Authority regards a related party as a person or an Authority with the ability to exert control

individually or jointly, or to exercise significant influence over tlte Authority, or vice versa. The

Government of Kenya is the principal shareholder of the Authority, holding 100% of the Authority's equity

interest.

n) Cash and cash equivalents

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

liquid investments with an originalmaturity of twelve months o,'less, which are readily convertible to

known amounts of cash and are subject to insignificant risk of changes itr valtte. Bank accout.tt

balances include amounts held at various comrnercial banks at the errd of the financial year.

o) Comparative figures

Where necessary comparative figures fbr the previous flnancial year have been atnended or

reconfigured to conform to the required changes in presentation.

5. SIGNIFICANT.IUDGMENTS AND SOURCES OF ESTIMATION UNCI'RTAINTY

The preparation of the Authority's financial statements in confbrmity witlt IPSAS requires

management to make judgments, estimates and assumptions that attbct the reported amounts of
revenues. expenses, assets and liabilities, and the clisclosure of contingetrt liabilities, at the end of the

reporting period. However, uncertainty about these assutnptions and estimates could result in

outcornes that require a material adjustrnent to the carrying arnount of the asset or liability affected in

future periods.
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{stimates and assumptions

Jlre key assumptions concerning the future and other key sources of estimation uncertainty at the

rgporting date, that have a significant risk of causing a material adjustment to the carrying amounts of
alsets and liabilities within the next financial year, are described below. The Authority based its

aLsumptions and estimates on parameters available when the consolidated financial statements were

frepared.

Hlowever, existing circumstances and assumptions about firture developments may change due to

lpgislations, market or circumstances arising beyond the control of the Authority. Such changes are

rpflected in the assumptions when they occur. IPSAS I . 140

bsefut lives ond residuul vllues
'i'he useful lives and residual values of assets are assessed using the tbllowing indicators to inform

$otential future use and vatue from disposal:

- The condition of the asset based on the assessment of experts employed by the Authority

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

processes

The nature of the processes in which the asset is deployed

Availability of funding to replace the asset

Changes in the market in relation to the asset

[ovisions

ftovisions were raised and management determined an estimate based on the information available.

hovisions are measured at the management's best estimate of the expenditure required to settle the

bbligation at the reporting date, and are discounted to present value where the effect is rnaterial.

,Assumptions 
were used in determining the provision for bad debtors based on long outstanding non-

payment and various cancellations and revocation.

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 30 June 2016

l3
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h

2017

Ksls'000

2016

Kshs'000

5,569,607

1,040,420

1,739

2,167approval ftet

Employee osts

transactiom

sahrbs and wages

and nrcdbal

6,213,714
1,142,890

2,420
136

7 159 6,613,933

1,299,594

(189,31 I )

1,238,819

(227,855)

1,110.283 1,010,964

39

4,005

311,227

74

4,178
194,068

r98"319315,271

costs -
to

ard other

benefts albwarrces

Costs

w

881,835

88,240

108,079

I 15,200

805,396

172,269

94,528
101,286

1r1 93J54 1,173,479

14,356

880

4,297

21,545

1,656

4,477

16,763

960

3,114
19,091

2,352
9 933

47,211 s2,213
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June 2017
2017

Kshs'000'

2016

Kshs'000'

43,5t7

53,863

8,043

33,998

58,1 l9
7 721

105,422 99,838

Generrl 
"*p"to"t

aftirs
Aftirs

and

and

ard Rate

charges

keeping

Staffwelfire

Srbscrftiom

Sporthg

Corporate Social

Universal Service

Natbnal

Expenses

fees

and

conrefences

169,791

64,606

77,951

50,839

95,408

55,508

50,269

330,574

54,975
3 r,182

25,790

1 9,1 38

256,867

1,491

38,470

t,202
61,566

25,618

40,31 I

7,760

6,651

62,01 8

21,073

t09,6r4

29,529

54,786

95,886

80,000

2,236

742

47,26t

143,t22
75,735
46,064

48,800

202,450

55,681

76,420

247,670

68, I 43

35,653

1 3,1 87

r 3,350

207,657

1,491

59,603

2,516

64,087

20,653

16,877

9,962

6,354

90,638

19,953

105,661

26,t65
39,016

97,t95
120,000

fees

and

Secretariat

TnbtnalCornrnunicatbns

Digital Migratbn

Universal Corurcil

Total general es

I

13. Gain on sah of assets

Property Phnt ad Equiprnent

16,657

37,825

1,969,1I I 1,968,585

15

I,164 774
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20t7
Kslrs'000

2016

Kslrs'000

i4. Castr and Cash Equivalents
drrrent Account

Stort term deposits
'frcasu'y Bilh

{) Dctailed Analysis

fcnya Commertial Bank (A"/c Number I l0(i738608)

Currrent Accornt
Fixed deposits

$ubTotal

btibank N.A. (A/c Number3000420l 5)

Cument Account

lrixed deposils - 'Ibills

SrbTotal

qtibank N.A. (A/c Numbcr300042007) tlSD

purrrent Account

puFTotal

'C-o-oprative Bank of Kenya (A,/c Number I I067J8608)

Currrent Account

Fixed deposits

Sut>Total

15. Receivables from non-exchange transactions

Treasury receivables

Licensee lbe receivabbs

Accunuhted Proviskm fbr bad and doubtfuldr:bts

Total non-current recievables

16. Receivables from exchange transactions
Deposits

Pemion Prepaid

Annunt due liom USF

Other Receivables

I-otal rtceivables

17. Trade and Other Payables
Trade payabbs

Universal Service Fund toy
Accrrcd Expenses

Empkryee Remmittances

18. Payments received in advance

Annual Iieqrcncy licerse lbes

Annual operating license lbes

82. I 07

l I .01 2,88 r

l,300,000

223.894

8,614, r 58

1,440,000

r 2,394,988 10,278,052

4.444
6,360,789

2 r 6,020

4, t 5l,577
6.36s.2tJ 4,367,591

69.32s

1.300.000

r 20,837

r,440,000

I,J69,325

4.532

1,560,EJ7

r 2,.1.]3

{,532 r 2,333

3.807

4.652.092

2tt,2 t 5

4,309,070

4,655,898 .285

0

r.339.800
( 194.079)

436.626

1,522,266

(t94,079)

r,145,722

7,563

9,823

513 918

531,J05

t,764,8 r 3

7,563

t9,64'7

452

449,762

471,425

278.3'72

104.992

I ,491

7 t,451

5 l4,96tl

4,898

6tt,50l

456,306 588,367

t4.3'14

5.050

6l ,384

21,567

t6

l1),425 82,952
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Forthe YearEnded 30 June 2017

t Properfy, Plant and Equipment and Intangible Assets

r) Property Plant and equipment

Freehokl

hnd

Kshs'(m0

Buildings

offl
(livil Wor*s

lGhr'fi)0

Plant

and lllotor
Machirrery Vehicles
Kshs'0fi) Kshs'fi)0

(lomputeN

& Reloted
Equipment
ltuhs'fiX)

Oflice
Equiprnent,

F-umiturc and

Fittings
Kstu'fi)o

Capital

Worlt
ln Pmgrcss

Kshe'000

'fotal

Kshs'mO

l, , ,,,r r0,,
Addiirns
horcfers/edjrstnrnts

698,723

l7t 174

594,531

I 9.,19 I

212,515

I 2.596

7t,1,590

809,148
21,168 135,725 438,40e 2,815,662

(41tr,409) 574,200

Er.*r
htt.tulyuolo 869.897 6tt,022 2r.r68 135.725 22S.r r I 0 3J89,861

flddlom
Rrvahatbru

ilporuu

r82 80,483 24,350 I 7.654 221.805 346.475

(1,322) (2,0q5) (5,4t7)

869,897 6r{,20s 2r,168 212,886 247,366 1,541,s93 223.805 3.730.920

Impaimlent

90, t 60

t7,244

I 0,53 I
15tq

80,7{,1

I 8,550

r 0,6,2sr

5l.130
407,895

r 12 989

695,582

222,633

107.404 13.0s0 99291 157.582 5{0.885 91 8.214

Al 30 June 20t7

Deprcciation and

Al I July 2015

Dpreciatbn
lrtparrrEnt

ftposab
Al 30 June 2016

Dprecratbn
IrpairErx
[tisposab

At 30 June 2017

Net Booh Values

ft 30 June 2017

At30Jurc 2016

I 5,e64 I .525 I 6,178

(3.322t

49,8-) I

tt,957\

139 762 223,459

(5.279)

t23J68 14,374 I t2.3s0 205.456 680.6.t6 1.t 36J94

869.897 490,837 6,s94 100,535 41.9t I 860.946 223.805 2.S94.s2s

869.897 506,6t9 8,1 19 J6,410 67.529 983.054 o 2.471.641

b) lnrangibh Assers

Ar I July 2016

Addnkrrs

W.I,P
levahutbrs
Dbposab

At 30 June 201 7

Deprcciathn and lmpalrnrnt
At I July 2016

Depreciatbn

lrrpainrent
Dbposab

At 30 June 201 7

2017

Kshs'fiX)
3 55,494

5,962

56 I .q40

921,J96

?3,S00

I I S,326

192,826

2016
Kshs'UX)

35s.494

355,.194

73,500

73,S00

,8l,t r.t

I

Nel Book Valres

t7

730,570
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Owners Eqfitv

Notes to thd Statement of Cash Flow

a Crsh gene fronr(used in) ope rrtions

before

for:

, plznt &, equipnrrt
on sale of

Exctwgg or loss

Ioss
Received

capital

from exclange tarsactions

fom rrcrr excharge trarsactiots

received in advancem

in ard other payables

Wodring Changes

cash flouc operating activities

equty of 741,965,632 b conprbed ofthe net ofassets and liabiltties vested to Conrruricatbrs

ofKenya the Govemnpnt of Kenya fu[owing the split ofthe defunct Kenya Posts and

througfr Lepl Notice Nrrnber 155 of 5 Novenber 1999'

2017

Kslrs'000

5,155,778

342,785
(1, r 64)

(35,608)

9,824

(l,l 10,283)

2016

Ksts'000

4243528

296,132
(774)

46

9,824
36,227

(l,010,964)

(669,509)

3.573.818

(23,878)

29,927

69,120

162,584

237,752

3,811,571

(794,446)

4,36t332

m (53,880)

646,367

(63,s27)

(l 32,06 I )

m

396,900

l8
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22. Investmenb
Authority has inveslnents in cash deposits and in T-bills all ofwhom are short term in nature with a

perion of less than l2 (twelve) months

rt Term Deposits 2017

Kshs.'000'

6,360,789

4,652,092

r.300,000

Comnrercial Bank

Bank

Bilb

Total 12,312,881

23. Taxation and Remiffance of certified Audited net surplus to Treasuty

TtE Arrthority remis 90% ofthe surplus otithe Audited financial statements to The National Treasury as

per ttrc guidelines proviJed by the Public Financial Management Act

2016

Kshs.'000'

4,151,577

4,309,070

l,440,000
g,goo,647

- Surylus

fee receivables

ury receivables
Licensee fee receivables

2017

Kshs.'000'
5,1 55,778

(t,t4s,722)

(0)

644,36t

2016

Kshs.'000'
4,243,328

( 1,328, 1 87)

(436,626)

664,359

uplus
Rerrunittance surp lus (90%)

D hide nd/Re mittance S urplus 4,188,975 2.828.586

24. Contingent Liabilities

Tbre are ongoing litigations out of the ordinary course of the business of the Authority. The

litigations are part heard and, accordingly no contingent liabilities are anticipated in respect of the

same that may be quantified. The cases below may incur some costs in the litigation processes.

High Court Civil Case No. 2071 of 2000; M-Link Communications Ltd vs. CCK & Telkom

Kenya Ltd. The plaintiff is seeking damages based on a Trial Agreement with the defunct

Miscellaneous Civil Application No.494l201 7; Airtel Networks Kenya Ltd vs.

Communiqations Authority c,f Kenya. The plaintiff disputes the payment of Frequency Fees of
USD 20,025,000 for license renewal.

lre directors believe, based on the infonnation currently available, that the legal matters above are

il likely to have a materialeffect on the results of the Authority's operations, financial position or
quidity. Therefore no provision has been made in the tlnancial statements.

4,654,416
4, t88,975

3,142,873
2.828.586

T
n

ti

t9
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p5. Accumulated Surplus
2017

Kshs.'000'

2016

Kshs.'000'

$t June 30, 2016 (As per note 24 below)

FrtpL"
Remittance SurpLs

Net Surplus as at June 30 2017

26. Depreciation and Amortiz^tion Expense
Depreciation for the year

Pension Arnortization

I I,023,636

5, r s5,778

(4, r 88,e7s)

9,617,320
4,243,328

(2.828.s86)

I t,990,439 I1,032,061

20t7

tr(shs.'000'

342.785

9,824

20t6

Kshs.'000'

296.132

9,824

352,609 133,252

27. Financial risk Management Objectives And Policies

The Board have a responsibility for overseeing risk managernent within the Authority by determining

drat appropriate risk management strategies and policies are in place, and that processes established

are adequate and effective. The Authority has implemented a risk management framework. The

framework is largely adopted from ISO 31000 Risk Management standard. The key approach to risk

management is to provide reasonable assurance to stakeholders that the organization's business is

adequately controlled is the development of a comprehensive system of management controls,

accounting and internal controls, security and safety procedures and other sound policies and

procedures that clearly instruct employees how to conduct tratrsactions and incorporate effective

internal control measures.

The Authority's risk management frarnework lras categorised the various risks in five broad

categories as below

Strategic Risk

The risk of:
a. Choosing and continuing to follow sub optimal strategies to meet objectives,

b. Not executing the strategies successfully, and

c. Changing the business as usual risks differently frorn expected.

Operational Risk

The risk of loss from inadequate failed processes, people, systerns or external events

20
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Financial Risk:
The Authority's financial risk rnanagernent objectives and policies are detailed below:

i) Credit Risk

fhe Authority has exposure to credit risk, which is the risk that a counterparty will be unable to pay

4mounts in full when due. Credit risk arises from cash and cash equivalents, and deposits with banks,

as well as trade and other receivables.

f,h" u*ounts presented in the statement of financial position are net of allowances for doubtful
receivables, estimated by the company's managernent based on prior experience and tlreir assessnrent

bf the current environment. The carrying amount of financial assets recorded in the financial

Ftatements representing the Authority's maximum exposure to credit risk without taking account of
the value of anv collateral obtained 

'lffitflnlo"o*t' ,r,,, past due rmpaind

Peilorming
KslN Kshs Kshs Kshs

At 30 June 2017

Rece ivables from non- exchange

hansactbns

Receivab les from exchange

transactbns

Total

1,339,800 1,145,722 1q4.078

531,305 53 I ,305

1,871,105 1,677,027 194,078

At 30 June 2016

Receivables from non-exchange tra 1,958,892 1,764,813 230,305 36,227

ffiilllff 
llomexchange 4'ti'42s 477'42s

Total 477,425 477,425

The board of directors sets the company's debtor management policies and objectives in line with
The National Treasury Cuidelines as per the PFM act 2012.

ii) Liquidity risk management

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

built an appropriate Iiquidity risk management framework for the management of the Authority's
short, medium and long-term funding and liquidity management requirements. The Authority
manages liquidity risk through continuous monitoring of forecasts and actual cash flows.

'i'he table below represents cash flows payable by the company under non-derivative financial
liabilities by their remaining contractual maturities at the reporting date. The amounts disclosed in the

table are the contractual undiscounted cash flows. Balances due within l2 months equal their
carrying balances, as the impact of discounting is not significant.

2t
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At 30 June 2017

frade payables

P*ph Remittance

Ifotal

At 30 June 2016

Trade payables

Suph;s Remittance

Total

I month l-3 months

Kshs Kshs

176,443 278,372

176,443 278,372 4,190,466 4,645,281

68,501 514,968

Over 5

months

Kshs

1,491

4,188,975

Total
Kshs

456,306

4,188,975

4,898

2.828.s86

588,367

2.828.586

68,501 514,968 2,933.484 3,416,953

!i0 Market risk

]Market risk is the risk arising from changes in market prices, such as interest rate, equity prices and

foreign exchange rates which will affect the Authority's income or the value of its holding of
flnancial instruments. The objective of rnarket risk management is to manage and control market risk
'exposures within acceptable parameters, while optimising the return.

There has been no change to the Authority's exposure to market risks or the manner in which it
rnanages and measures the risk.

a) Foreign currency risk
The Authority has transactional currency exposures. Such exposttre arises through purchases

of goods and services that are done in currencies other than the local currency. Invoices

denominated in foreign currencies are paid after 30 days frorn the date of the invoice and

conversion at the time of payment is done using the prevailing exchange rate.

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

USD
Total in
[Cshs

At 30 June 2017

Current Account Balance - Citibank $ 43,697.82 4,531,975.20

The Authority manages foreign exchange risk form future commercial transactions by
projecting for expected revenues and matching the same with expected payments and

maintaining a minimal balance in the foreign currency.
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b) Interest rate risk

Interest rate risk is the risk that the Authority's financial condition rnay be adversely affected

as a resutt of changes in interest rate levels. The company's interest rate risk arises from bank

deposits. This exposes the company to cash flow interest rate risk. The interest rate risk

exposure arises mainly from interest rate movements on the cotnpany's deposits. To manage

the interest rate risk, lnanagement has endeavoured to bank with institutions that offer
favourable interest rates and are regulated by the Central Bank of Kenya and offer favourable

interest rates.

Sqperuisory Risk (Business Risk)

The risk of non-compliance with ICT industry laws and regulations by the ICT industry players. The

Authority has ensured that it has continually complied with all industry legislations and regulations.

Compliance/Regulatory/Legal Risk
The risk of non-compliance with laws and regulations by the Authority. lt also includes

Environmental Risk and Political Risk. The Board manages legal risk through the Board Audit
Cpmmittee', legal function, legal risk policies and procedures and the effective use of internal

cdntrols and external lawyers.

28. Cain on foreign exchange transactions 2017 20t 6

on Foregn Exclrange

Kshs.'000'
35,608

Kshs.'000'
(46)

3s,608

d" n,,ttority b exposed to lbreign exchange risk arising liom currency exposures, prirnarily, wilh

..lp""t to the US dolhr. DLning the year the Authorify received a hrge anxrutt of IISI) prirnarity

liorn the payment ol4G license fees which resuhed hr a gairr.

zf. Impairment loss 2017

Kshs.'(ll)0'

bss

In tlr current year m inpairnrent has been ascetairrcd hence none has been acotutted lbr. Horvever in llr prevbus [;Y

The impainrrnt krss rehles lo l,ocal krop Operators (Ll,O) and satellitc tracking. 'llre l,LO services rrver picked trp irr

as envisaged. The aflbcted finns thus tenninated their intentions to roll out services under l,LO.

(46)

2016

Kshs.'000'
(36,227 )

(36,227\
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30. Related Party Balances

a) Nature of related party relationships

In the course of the Authorify' operations the Authority enters into transactions with related parties.

Tfrese entities have ability to exercise significant influence over its operating and financial decisions.

Tlnese include
i) The National Government;
ii) The Ministry of Infonnation Communications and Technology;

iii) The National Treasury
iv) Board of directors;
v) Management

Directors Emoluments
2017 20t6

b)

Sifthg Albrvarrce

N4"nftty Honorarh

Dioctors Fees

c) Key management remuneration

Rernrureration

d) loans to Management

ldans to Managenrff

31. Work in Progress

l. National Intrusion, Prevention and Detection System

2. Commercial Premises Improvements
3. Enterprise Resource Planning Software
4. Telecommunications Equipment

Kshs.'000'
r4,356

880

14,356

I17,941

ll7,94l

78,985

78,985

2017
Kshs
'000'

490,045
146,517
71,895
26,192

Kshs.'000'
16,763

960

s.780

27.503

Ir.lanagement 122,3t0

122,310

85,460

85,460

2016
Kshs
'000'

769,177

The Authority, in line with its legal and regulatory mandate and strategic plan, is deploying a

National Intrusion Prevention and Detection System (NIPDS) to enhance the operations of the

Authority's National Kenya Computer Incident Response Tearn - Coordination Centre
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(National KE-CIRT/CC). The NIPDS will enhance the country's ability to monitor cyber
threats and response to incidences while at the same time promoting confidence in the use of
e-transactions and cyberspace in general. The NIPDS will detect cyber-aftacks targeted at

critical national infrastructure before they occur; analyze cyber-attacks and generate reports
for remedial measures.

2. The Authority launched its 3rd strategic plan during the year and one of strategic goals is

opening up of the regional offices and securing the assets of the Authority is currently
refurbishing two offices (Nyeri and Kisumu), installation of CCTV cameras and fencing of
Kahawa radio monitoring station,

3. The Authority through its strategic plan pillar on institutional capacity embarked on

modernization of its internal process. The Authority has Legacy systems some of which are

out of date and are faced with periodic failures. The implementation of tlre Enterprise

Resource Planning tool will speed up service delivery.
4. The Authority is in the process of implementing centralized dev ice registry for counterfeit and

sub-standard device. This is meant to curb use of counterfeit product in the

telecommun ication industry.

1
3. Events after the reporting period

There are no nraterial rron-adjusting events alier the reporting clate

34.Ultimate and Holding Entity

The Authority is an Independent Government Agency under the Ministry of lnformation
Communications and Technology. Its ultimate parent is the Government of Kenya.

35. Currency

The financial statements are presented in Kenya Shillings (Kshs).
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