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REPORT OF THE CONTROLLER AND AUDITOR GENERAL ON THE
FINANGIAL STATEMENTS OF KENYA BROADCASTING CORPORATION
FOR THE YEAR ENDED 30 JUNE 2OO2

I have examined the financial statements of Kenya Broadcasting Corporation for
the year ended 30 June 2002 in accordance with the provisions of Section 29 of
the Exchequer and Audit Act (Cap 412).1 have obtained all the information and
explanations considered necessary for the purpose of the audit. Proper books of
account have been kept by the corporation and the financial statements which
have been prepared under the historical cost convention are in agreement
therewith and comply with the Kenya Broadcasting Act, Cap 221.

RESPECTIVE RESPONSIBILITIES OF THE DIRECTORS AND THE
CONTROLLER AND AUDITOR GENERAL

The directors are responsible for the preparation of financial statements which
give a true and fair view of the company's state of affairs and its operating results.
My responsibility is to express an independent opinion on the financial statements
based on my audit.

BASIS OF OPINION

The audit was conducted in accordance with the lnternational Standards on
Auditing, Those standards require that the audit be planned and performed with a
view to obtaining reasonable assurance, that the financial statements are free from
material misstatement. An audit includes an examination on a test basts, of
evidence supporting the amounts and disclosures in the financial statements. lt
also includes an assessment of the accounting principles used and significant
estimates made by the Directors as well as evaluating the overall financial
statements presentation. I believe my audit provides reasonable basis for the
opinion.

1. FINANCIAL POSITION

During the year ended 30 June 2002 the Corporation recorded a net loss of
Kshs.599,263,809 which brought the accumulated deficit to Kshs.7,060,483,312.
Further, the Corporation's Balance Sheet reflects a negative working capital of
Kshs. 3,714,656 ,222. The Balance Sheet also shows negative net worlh of Kshs.
6,131 ,995,722 as at the same date. As disclosed in note 9 to the financial
statements, the Corporation was unable to pay Japanese loans used in the Radio
[/W modernization Project totalling Kshs. 3,163,166,942 and interest on the same
totalling Kshs. 536,967,192 which the Treasury had to pay on behalf of the
Corporation. Evidently the Corporation was technically insolvent and the financial
statements have been prepared on a going concern basis which assumes
continued support from Government and other creditors.
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2. FIXED ASSETS

As previously reported the Corporation did not maintain any fixed assets register
contrary to Section 43 of Kenya Broadcasting Corporation Act (Cap 221), and
although the Corporation indicated that valuation of its assets has stafied, the

exercise was hindered by liquidity problems mentioned in paragraph 1 above.

Under the circumstances it was not possible to confirm the correctness of

Non-Current Assets balance of Kshs. 4,465,539,969 as at 30 June 2002.

3. IRREGULAR PAYMENTS

The former Managing Director gave notice of resignation on 27 July 2002 to vie for

a parliamentary seat and subsequently left office on 14 August 2002, in effect
giving notice of resignation of less than 3 months period as required by his terms
of service. On leaving employment, the officer was paid a total of Kshs.1 ,000,000
being 3 months salary in lieu of notice at Kshs.200,000 per month and additional
Kshs.400,000 to cater for transport. Although the Corporation explained that the

officer could not give adequate notice due to Government directive which required
public officers intending to seek elective posts to resign by 15 August 2002, the
directive should not by itself have varied terms of the employment contract.
Consequently the officer should have forfeited his salary in lieu of notice. Further,

the payment of Kshs. 400,000 for transport is questionable since the officer was

not in the service of the Corporation. !n addition, all the payments were made

without deducting Pay As You Earn taxes in accordance with the lncome Tax Act.

Under the circumstances it was not possible to confirm the propriety of the
payment of Kshs. 1,000,000.

4. OPINION

Except for the reservations set out in the foregoing paragraphs in my opinion, the

financial statements when read together with the notes thereon present fairly the

financial state of affairs of the Corporation as at 30 June 2OO2 and of its loss and

cash flows for the year then ended.

E

CONTR LLEB AND AUDITOR GENERAL

Nairobi
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KENYA BROADCASTING CORPORATION
BALANCE SHEET

AS AT .IUNE 2OO2

Notes 200u2002

Kshs

4,465,139,969

400,000

2000t2001

4,826,664,612

400,000

Kshs

ASSETS

NON.CURRENT ASSETS

Fixed Assets

Investments

CURRENT ASSETS

Stocks

Debtors

Cash & Cash equivalent

Total Assets

EOUITY & LIABILITIES
Net equity

Profit & Loss Account

NON-CURRENT LIABILITIES
OECF(Japan) Loan

CURRENT LIABILITIES
GOK Loan

Creditors

Total equity & Liabilities

SIGNED:-

MI{ JAMIlS KANGWANA

2,6

J

ll

l0

9

4,465,539,969 4,827,064,672

4

5

7

86,764,033

488,780,s03

(t3,348,147)

90,206,392

395,849,069

(17,234,727)

562,195,799 468,820,734

5,027 ,735,758 5,295,885,346

8

928,487,590

(7,060,483.3 l2)
928.487.590

(6,46 r.219,503)

(6,131,995,722) (5,532,731,913)

6.882,879.470 7.543.422,t21

3,700,134,t34

576,717.871

2,819,0-15,380

466.159.7-s8

4,2761952,011 3,285,195,I39

5,027,735,759 5,295,995,346

CHAIIIMAN

MANAGIN(i DIRE('TOR

SECRETARY

l)-lo* L*f

DAl'11
9.rO-OY

DATE

WACHIITA WART]RU

EZEKIEI- OIRA DA'fE

4
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KENYA BROADCASTING CORPORATION

CASH FLOW STATEMENT

FOR THE YEAR ENDED 3OTH.IUNE 2OO2

Cash flow from operatins activities

Profit for the year

Adjustments for:

- depreciation

- gain on sale offixed asset

Provision for bad debts

Operating Gainfloss before working capital changes

Increase/Decrease in debtors

Increase in stocks

Increase in creditors

Increase in GOK Loan

Net cash flow from operating activities

Cash flow from investinq activities

Purchase of fixed assets

Sale of fixed assets

Cash flow from Financins activities

Loan repayment

Net increase/I)ecrease in cash & Cash equivalent

Cash & Cash equivalent at beginning

Cash & Cash equivalent at end

2001t2002

Kshs

(599,263,809)

406,031,909

884,713

20,980,465

200012001

Kshs

(510,333,848)

443,328,799

(325,662)

16,482,883

(171,366,722)

(92,93r,434)

(3,442,359)

I10,558,119

881,098,754

(50,847,788)

(16,4t3,331)

(5,308,231)

113,214,547

723,916,358

(44,507,22/v)

884,7t3

660,542,651

40,645,197

(35,472,766)

398,260

3,885,980

(17,234,727)

(2t,389,733)

(4,155,006)

(13,348,747) (17,234,727)
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KENYA BROADCASTING CORPORATION

INCOME & EXPENDITURE SI]MMARY

FOR THE YEAR ENDED 3OTH.IUNE 2OO2

200u2002

Kshs

942,700,664

(r,0l4,g52,ogg)

Operating Income

Less: Operating expenses

Operating Income/Loss

Less:

Depreciation

Bad debts provision

Net income/Loss

(172,251,435)

(406,031,909)

(20,990,465)

2000t2001

Kshs

708,444,700

(758,966,967)

(50,s22,167)

(443,328,799)

( 16,482,993)

(599,263,909) (510,333,849)
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INCOME
Advertising Radio
Advertising Televison
Licensing

Casual & Funeral

Technical services

Greeting cards

Miscellaneous income
Rental income

Disposal income
Dividend inconte
Exchange _qain

Total 
-9r'oss Income

EXPENDITURE
Board expenses

Pcrsonnel cntolunrent
[nsurancc prentiunt

Triursl'rort o1;crati ng cxpcn scs

TruvcIIine,& accortrrlclation Experrscs

BROAD TIN CORPORA TION
A CC

200u2002

Kshs
423,053,293

259,252,093

70,296,977

6t,135,279

1 1,593,799

2,969,17 t
3,280.097

2,081,690

88+.7 t 3

8.100,000

73.363

32-5.621

8J2.700.66J 708.JJJ.70I

-

T

2000t2001

Kshs

354.294,126

185.277.612

7l,200,803

-56,63-+.580
g,906,0l g

2.505.9-59

28.309.3E0

Ol'l'icill cntcrlli rr rncnt

Sc nri nars ct conl'cr-crrcc.s

Fccs ct Crtrnnrissiorrs

Postll ct lclcgritrns
Muirrtcnuncc ol' Plirnl ct Machincr.v
Irirr:rncial churgcs
'l'c Icphorrc c \pcltscs
Irlcctricity. Wltcr- & conscr.r,irrrcY
'['r'iu rri rrg

I)trrchlsc. ttl' ctlrrsr.rrrrtrltIc strlr.c

I)r irrtirrg & stutittncr.\,

,,\tlvcrl isr ng & IrubliciIv
Ilcnt & r'atcs

t Irrrlirrnrs & (-lotlrrrrq

i\gcncv ctlnrnu ssitlrr

I)rtrqrltntrttc prtlcltrctrort c\l)cllscs
I)nrgrrrrrrlnc tclclllrtlnc l r ncs

Mrscclllrncorrs & tlthcr. chlr-gcs
l)cllrce rtrtrorr

[\'llrrrt(.lllllcc I:rntl & l]uiltlrrr{s
I Jlttl rlclrts I)r'()\,lst()lr
Nlctlur Srrrvcv

r\.S l( Slrou,
(iltut or ltlss rrr lirclrlrrrllc
'l'( )'1",\ l, l,l\ l,l,lN l)l'l't I lt t,l
Surplus/l)e licil (599.26J.8(X))

8l r.:lE7

3 77.78E.76(r

-5,63(r. l(rE

I l.+0i.1-rE
I l.+79.tE7

1.73t.599

70.e.r0

6.-13-t.-l l0
1.789.000

3 I,717.9(r0

ttl.E7l. I00
l-1..517..i 12

67.-r58.i71

I .07S. t6 I

(r.019.99S

l0.E-50.(xx)

r .7s7.0I l
10.-109..50.5

.5l-1.0(x)
()1.+l S.()0S

9(r.()-l().S(r9

tl.7s().971
I .-5 10..197

-l(Xr.0-l I.()0()

l.-l-r.r.90.5

10.()S0.-l(r5

I ..r9.l.tttttt
e-17.0-l-t

i(.ll.ll I

36.r.$6-1.2111

6.(rE9.-lli
10.-{.5-5.7.1(r

10.(r(r5.-t l8
t.-i I l.s3s

17.t00

19. l.)S.0(X)

1.8 7-1..r-5 7

lE..l7l.l1()
I . 1.56.+++

l7..l7s.7.ll
7.i.-l.ll.l.il

(r70.9.r0

.s.E+s.-5 7e

1.277.fi]
.r.09t.9t9

ls.ss-r.06.r

l.s()1.990
77.S0+. I l6
s7.s07.7S 7

6lt.()s6
1.60t.+(x)

-t-1.1..1I s.7e9

l..loE.(rq.i

I (.r.-lSl.SS.l

1..51t.9-50

6-50.11.1

1.0e5..i5-+
l.{{ 1.9(r{.{7J l.2 t 8.77tt.5.19

7
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1. Accounting Basis

The accounts have been prepared under the historical cost basis of accounting'

2. DePreciation

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

balance method with effect from l't July 1998'

(i) A full year depreciation charges is provided for on fixed assets

acquired at least nine (9) months prior to the end of the financial year.

(ii) The Corporation equipments are divided into ten (10) classes listed

below and depreciated at the rates shown against each class.

ASSETS CLASS DEPRECIATION RATE

2.070

6.57o
lO.OVo

l0.O7o
lO.07o
l0.O7o
6.lvo
12.57o

20.O7o

t2.570

1. Land & Building
2. Plant & Machinery
3. TransmittcrEquiPment
4. Stu;fo EQuiPment

5. OB EquiPment
6. Portable EquiPment
7. Programmes Links
8. Furniture & Fittings
9. Motor Vehicle
10. Office EquiPment

4

3. Investment

The corporation owns 40?o ofthe shareholding in Multichoice, which manages

KBC Channel 2 Television. The shares are valued at cost'

Stocks

The stocks at the end of the financial year were valued at the lower of cost and net

realizable value.

8



5 Debtors

The Credit Policy is strictly enforced though some clients default. Authority has
to be obtained from the Board of Director. for ury write off after exhau.tin! on
chances of uncollectabil ity.

The current debtors are comprised of:

KSHS

Trade Debtors
kss Provision for bad debt

Imprest
Advances to Staff
Prepayments

577,494,956
(89.612.222\
467,972,634

1,794,471
4,51 1,906

14.601.592
489.790.503

6. Fixed Assets

N/B
(i)

(ii)

(iii )

The corporation shall update the value of its assets standing in its books of
accounts during any.accounting year by enhancing the asseis by
appropriate factors determined by itself.

Provided the physical valuation of fixed assets shall be done at least once
in every five (5) years or a Iesser period as management may decide,

The charges of depreciation to the income and expenditure accounts shall
be based on updated values ofassets.

7. Cash And Equivalent

This is comprised of:

Bank Account
Petty Cash

KSHS
(13,377,762)

.0r5
r13,349.7471

9
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8. Profit & Loss accounts

Balance B/F
Profit for the Year
Profit C/F

1992193
t993194
r994195
1995196
t996197
t997198
r998199
t99912000
20001200r
200U2002

KSHS.

(6,461,2L9,503)
(599.263.809)

(7.060.483.312)

9. G.O.K. Loan

The corporation undertook Radio MW Modernization Project under the Japanese

Loan guaranteed by the G.o.K. However, due to its inability to meet loan

n"pufrr"rt obligaiion, the Corporation requests Treasury to pay, Once the

rreusury pay; it treats it as loan to KBC and therefore expects reimbursement

with inierlsi at market rates. The total accumulated amount paid on behalf of

KBC by treasury amounts to Kshs. 3,163,166,942. This is broken down as

follow:-

YEAR AMOUNT PAID
KSHS

133,911,587
208,705,936
165,150,778
194,427,248
r74,094,156
t77,074,545
431,617,053
797,090,896
NIL
881,094,743

(i) Treasury has charged interest of Kshs. 536,967,192 in the year on the loan

repaid by itself on behalf of KBC. This interest has been charged over the

Year as follows:-

10
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YEAR

1993/94
1994/95
t995/96
1996/97
t997t98
t998t99
t999t2000
2000t2001
200t/2002

10 Years
20 Years

Grace Period
Repayment Period

(ii) No interest was charged since 1997198. The charge was not accrued as the
treasury did not charge but if it charges, it will be provided then.

OECF Loan (Japan)

Kenya Broadcasting Corporation Modernization Project was mooted out of study
by the government in 1987. A request was sent to various donors for funding and
the Japanese Government agreed to f und rt at Japanese yen 15.441 billion
(8,287,588,398). The rerms are as follows;-

INTEREST CHARGE
KSHS

57,t09,634
t27.337,301
179,095,437
173,434,920
NIL
NIL
NIL
NIL
NIL

(1989-June 1999)
(1999-2019)

I l. Cr.editors

This is comprised o1'

Trade Creditors
Income Tax
L.A.S.C.
Medical Fund
NACC Programmes
Insurance
V.A.T
Other accured Iiabilities

KSHS.
353,656,121

3,005,490
213,479
l92,l1g

3,069,000
129,024

202,706,491
t3,746,163

576,717.977
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