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Media Council of Kenya which have been relied upon in the preparation of the Media Council of
Kenya financial statements as well as the adequacy of the systems of internal financial control.

Nothing has come to the attention of the Council Members to indicate that the Media Council of
Kenya will not remain a going concern for at least the next twelve months from the date of this

statement.

Approval of the financial statements

The Media Council of Kenya’s financial statements were approved on _{ | ! 2 \ 2024

and signed on its behalf by:

Edward Waswa Kisiang’ani, (Ph. D) Mr. David Omwoyo Omwoyo, MBS
Principal Secretary, State Department CEO & Secretary to the Council

for Broadcasting and Telecommunications

Ministry of Information Communications

and the Digital Economy
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REPUBLIC OF KENYA

Telephone: +254-(20) 3214000
| ail: info@oagkenya.go.ke

HEADQUARTERS
Anniversary Towers
Monrovia Street

OFFICE OF THE AUDITOR-GENERAL P.O. Box 30084-00100
NAIROBI
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Website: www.oagkenya.go.ke

Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON MEDIA COUNCIL OF KENYA FOR THE
YEAR ENDED 30 JUNE, 2023

PREAMBLE
| draw your attention to the contents of my report which is in three parts:

A. Report on the Financial Statements that considers whether the financial statements
are fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements.

B. Report on Lawfulness and Effectiveness in Use of Public Resources which considers
compliance with applicable laws, regulations, policies, gazette notices, circulars,
guidelines and manuals and whether public resources are applied in a prudent,
efficient, economic, transparent and accountable manner to ensure that the
Government achieves value for money and that such funds are applied for the
intended purpose.

C. Report on the Effectiveness of Internal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, risk
management environment and internal controls, developed and implemented by those
charged with governance for orderly, efficient and effective operations of the entity.

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations and that its internal controls, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012 and the Public Audit Act, 2015. The three parts of
the report when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS
Opinion

| have audited the accompanying financiat statements of the Media Council of Kenya set
out on pages 1 to 30, which comprise of the statement of financial position as at
30 June, 2023, and the statement of financial performance, statement of changes in net
assets, statement of cash flows and the statement of comparison of budget and actual
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amounts for the year then ended, and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. | have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

In my opinion, the financial statements present fairly, in all material respects, the
financial position of the Media Council of Kenya as at 30 June, 2023, and of its
financial performance and its cash flows for the year then ended, in accordance with
the International Public Sector Accounting Standards (Accrual Basis) and comply with
the Public Finance Management Act, 2012.

Basis for Opinion

The audit was conducted in accordance with the International Standards for Supreme
Audit Institutions (ISSAls). | am independent of the Media Council of Kenya Management
in accordance with ISSAIl 130 on the Code of Ethics. | have fulfiled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. | believe
that the audit evidence | have obtained is sufficient and appropriate to provide a basis for
my opinion.

Key Audit Matters

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

Other Matter

Unresolved Prior Year Matters

In the audit report of the previous year, several issues were raised under the Report on
Lawfulness and Effectiveness in Use of Public Resources, and Report on Effectiveness
of Internal Controls, Risk Management and Governance. However, Management has not
resolved the issues or disclosed the status of all the prior year matters in the financial
statements as prescribed in the reporting requirements set by the Public Sector
Accounting Standards Board.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matter described in the Basis for Conclusion on Lawfulness
and Effectiveness in Use of Public Resources section of my report, | confirm that, nothing
has come to my attention to cause me to believe that public resources have not been
applied lawfully and in an effective way. ;
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Basis for Conclusion
Failure to Appoint Council Members

During the year under review, the Council operated without Council Members for nine
(9) months since the previous Chairperson and Members were appointed on 3 October,
2019 for a term of three (3) years which lapsed on 4 October, 2022. This is contrary to
Section 7(1) of the Media Council Act, 2013 which states that the Council shall consist
of - a chairperson appointed in accordance with this section; one person nominated by
the Cabinet Secretary; and seven other members appointed in accordance with the
section.

In the circumstances, the Council operated in breach of the law.

The audit was conducted in accordance with the International Standards for Supreme
Audit Institutions (ISSAI) 4000. The standard requires that | comply with ethical
requirements and plan and perform the audit to obtain assurance about whether the
activities, financial transactions and information reflected in the financial statements
comply, in all material respects, with the authorities that govern them. | believe that the
audit evidence | have obtained is sufficient and appropriate to provide a basis for my
conclusion.

REPORT ON THE EFFECTIVENESS OF INTERNAL CONTROLS, RISK
MANAGEMENT AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, | confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and overall governance were not effective.

Basis for Conclusion

The audit was conducted in accordance with the International Standards for Supreme
Audit Institutions (ISSAIs) 2315 and 2330. The standards require that | plan and perform
the audit to obtain assurance about whether effective processes and systems of internal
controls, risk management and overall governance were operating effectively, in all
material respects. | believe that the audit evidence | have obtained is sufficient and
appropriate to provide a basis for my conclusion.

Responsibilities of Management and those Charged with Governance

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

Report of the Auditor-General on Media Council of Kenya for the year ended 30 June, 2023
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In preparing the financial statements, Management is responsible for assessing the
Council's ability to continue to 'sustain its services, disclosing, as applicable, matters
related to sustainability of services and using the applicable basis of accounting unless
Management is aware of intention to terminate the Council or to cease operations.

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

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

Those charged with governance are responsible for overseeing the Council's financial
reporting process, reviewing the effectiveness of how Management monitors compliance
with relevant legislative and regulatory requirements, ensuring that effective processes
and systems are in place to address key roles and responsibilities in relation to overall
governance and risk management and ensuring the adequacy and effectiveness of the
control environment.

Auditor-General’s Responsibilities for the Audit

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

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

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

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

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

e Identify 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 controls.

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

e Conclude on the appropriateness of Management's use of the applicable basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Council’s
ability to continue to sustain its services. If | conclude that a material uncertainty
exists, | 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 Council to cease

to continue to sustain its services.

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

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

e Perform such other procedures as | consider necessary in the circumstances.

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

Report of the Auditor-General on Media Council of Kenya for the year ended 30 June 2023
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| also provide Management with a statement that | 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.

T,

FCPA Na Gathungu, €BS
AUDITOR-GENERAL

Nairobi

18 April, 2024
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14. Statement of Financial Performance for the year ended 30 June 2023

Revenue from non-exchange transactions
Transfers from other governments enrities 6 953,302,500 1,493,290,000
Licenses and permits T 15,595,188 23,971,767
968,897,688 1,517,261,767
Revenue from exchange transactions
Other income 8 598,454 594,250
Total revenue 969,496,142 1,517,856,017
Expenses
Use of goods and services 9 927,244,547 938,033,706
Employee costs 10 238,517,978 221,235,702
Council Expenses 11 24,372,280 32,462,096
Depreciation and amortization expense 12 45,479,873 34,997,856
Repairs and maintenance 13 7,117,433 5,603,738
Total expenses 1,242,732,112 1,232,333,098
Surplus/(deficit) for the period/year (273,235,970) 285,522,919

The notes set out on pages 9 to 24 form an integral part of these Financial Statements.

The Financial Starements set out on pages 1 to 7 were signed on behalf of the

Mr. David Omwoyo

CEO & Secretary to the

. ee
Council Accounts

CPA George Maina

Ass. Director Finance &

ICPAK M/No: 10199

Date“\gk%&T

RN

---------------

Principal Secretary

State Department for

Broadcasting and

Telecommunications

Min. of Information
Communications and the

Date:.....

Digital Economy
\\\ 3 ?Lﬁlf
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15. Statement of Financial Position as at 30 June 2023

Assets

Current Assets

Cash and Cash equivalents 14 36,734,700 334,870,457
Receivables from Non-Exchange Transactions 15 159,771,223 13,579,017
Total Current Assets 196,505,923 348,449,474
Non-Current Assets

Property, Plant and Equipment 16 188,493,559 189,244,283
Intangible Assets 17 27,338,552 30,617,933
Total Non- Current Assets 215,832,111 219,862,217
Total Assets 412,338,034 568,311,691
Liabilities

Current Liabilities

Trade and Other Payables 18 211,104,749 93,842,436
Total Liabilities 211,104,749 93,842,436
Net Assets

Accumulated Surplus 201,233,285 474,469,255
Total Liabilities 412,338,034 568,311,691

The financial statements set out on pages 1 to 7 were signed on behalf of t

by:

-----------

Mr. David Omwoyo

CEO & Secretary to the

Council

Date... .‘.\ 3\???:?‘:“3‘7......

a'e B g

CPA George Maina

Ass. Director Finance &

Accounts

ICPAK M/No: 10199

Date.....i.\.‘ 3 (J_Q;}'b e

2

- Board of Directors

ooooo

s =
Edward W. Kisiang’ani (PhD)
Principal Secretary

State Department for
Broadcasting and
Telecommunications

Min. of Information
Communications and the

Digital Econom

Date....... U‘
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16. Statement of Changes in Net Assets for the year ended 30 June 2023

Kshs

Kshs

As at July 1, 2021

188,946,337

188,946,337

Surplus/ deficit for the year 285,522,919 285,522,919
As at June 30, 2022 474,469,255 474,469,255
As at July 1, 2022 474,469,255 474,469,255
Surplus/ (deficit) for the (273,235,970) 273,235,970)
year

As at June 30, 2023 201,233,285 201,233,285
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17. Statement of Cash Flows for the year ended 30 June 2023

Cash flows from operating activities

Receipts

Transfers from other governments entities 6 953,302,500 | 1,493,290,000
Levies, fines, and penalties 7 15,595,188 23,971,767
Other income 8 598,454 594,250
Total receipts 969,496,142 | 1,517,856,017
Payments

Use of goods and services 9 927,244,547 938,033,706
Employee costs 10 238,517,978 221,235,702
Council Expenses 11 24,372,280 32,462,096
Repairs and maintenance 13 7,117,433 5,603,738
Total payments 1,197,252,238 | 1,197,335,242
Net cash flows from/ (used in) operating activities (227,756,097) | 320,520,775
Cash flows from investing activities

(Decrease)/Increase in receivables and prepayments 15 (146,192,206) (3,249,469)
Purchase of PPE and Intangible assets 16 (41,449,768) |  (75,740,356)
(Decrease)/Increase in trade payables 18 117,262,313 | (68,621,639)
Net cash flows from (used in) investing activities (70,379,661) | (147,611,464)
Net mcrefasef (decrease) in cash & (298,135,757) | 172,909,311
Cash equivalents

Cash and cash equivalents as at 1 July 2022 334,870,457 | 161,961,146
Cash and cash equivalents as at 30 June 2023 36,734,700 334,870,457
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The financial statements set out on pages 1 to 7 were signed on behalf of the Council by:

Mr. David Omwoyo CPA George Maina Edward W. Kisiang’ani (PhD)

Principal Secretary
CEO & Secretary to the Ass. Director Finance & State Department for
Council Accounts Broadcasting and
ICPAK M/No: 10199 Telecommunications

Min. of Information
Communications and the
Digital Economy
i oy
Date“lg\ﬁlﬁlf ])ate{l(glﬂw"?“\F Date“lgjghjqo
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Comparative Analysis of Approved Budget and Actual Expenditure above/Below 10%
Revenues

1. Licenses and permits (accreditation fee)

The positive variance of 60% is as a result a well-coordinated sensitization on the
accreditation process and deployment of efficiency through the use of the self-accreditation
online portal.

The increase in revenue collected within this stream is also attributed to increased demand
for accreditation services by journalists and other media practitioners in preparation towards

the 2022 General Elections.

2. Licenses and permits (subscriptions)

The positive variance of 60% relates to subscription arrears collected from media enterprises
resulting from the Council’s condition to offer media support and grants to journalists and
media enterprises whose accreditation and subscription accounts were up to date.

3. Othe Income

Other income relates to revenues received on disposal of assets and insurance compensation

on lost laptop.

Expenses

1. Consultancy fee

The reported over absorption variance of 9% on the consultancy fee component related to
the expansion of scope on media related consultancies that resulted in a revision of Terms
of References to enable the Council meet the objectives set forth and ensure efficacy of these

consultancies.

2. Office, Consumables and Cleaning Expenses.

The reported over absorption variance of 9% on Office, Consumables and Cleaning
Expenses component resulted from the on-boarding of a new service provider whose

quotation included inflationary costs of the service provided.



ey .



Media Council of Kenya
Annual Report and Financial Statements
for the year ended June 30, 2023

3. Motor Vehicles Fuel and Oil.

The reported over absorption variance of 9% on Motor Vehicles Fuel and Oil

component was occasioned by the general increase in fuel prices within the Country.

4. Insurance Cost
The reported over absorption variance of 2% on Insurance Cost component was as a
result of a reported increase in the number of dependants of staff members (newborn)

who were added to the medical cover.

5. Printing and stationery.

The reported over absorption variance of 8% on the Printing and stationery component

was occasioned by a general price increase on the cost of tonners.

6. ICT, ERP and Office Equipment.
The reported over absorption variance of 8% on the ICT, ERP and Office Equipment

component was due to the inflationary forex costs associated with the renewal of various

software licenses, whose pricing is pegged on the dollar.

7. Travel and Stakeholders forum.

The reported over absorption variance of 4% on the Travel and Stakeholders forum
component resulted from an increase in regulatory engagements developing from the

commencement of the legislative review process.

8. Bank charges.
The reported over absorption variance of 9% on the Bank Charges component was due

to the re-introduction of exercise duty tax by the banking sector.

9. Legal Expenses.

The reported over absorption variance of 5% on the Legal Expenses component related
to costs incurred by the Council on court cases relating to the board recruitment process,

in which it was joined.
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10.

il

12.

13:

14,

13

16.

Accommodation and Conferencing.

The reported over absorption variance of 7% on the Accommodation and Conferencing
component resulted from an upward revision of accommodation and conferencing costs

by service providers.

Staff welfare/training.

The reported over absorption variance of 9% on Staff welfare/training component was
due to funeral and related costs incurred by the Council upon the demise of a staff

member.

Journalist Training.

The reported over absorption variance of 7% on Journalists training component was

necessitated by need to increase election related reporting trainings.

i

Others (Media Awards).

The reported over absorption variance of 7% on Media Awards component was due to

an increase in activities promoting the Council’s signature events, including engagement

in tree planting initiatives, which is a presidential directive and a PC component.

Media Sector Internship Program.

The reported over absorption variance of 7% on Media Sector Internship Program
component resulted from the need for compliance with the governments BETA Agenda

in providing opportunities to the youth through engagement of interns.

Publicity and Advertisement / MOICT.
The reported over absorption variance of 9% on Publicity and Advertising / MOICT

component resulted from the costs of advertising relating to the Council’s recruitment
processes (declaration of vacancies for the Council and Chairman position and the

approved shortlists for both positions).

2022 General Elections Expenses

The reported over absorption variance of 100% on the 2022 General Elections
component relates to relates to funds which had been carried over from the FY

2021/2022.
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17.

18.

19.

20.

21.

Funds had been allocated to the Council and approved for use under the 2022 General
Elections vote. Some of the expenditures were to be incurred during the election period
(August 2022), while some related payments were to fall due within the subsequent

financial period (FY 2022/2023).

Media Monitoring / RRL

The reported over absorption variance of 7% on the Media Monitoring / RRI

component increased due to the expansion of media monitoring components, including
purchase of media clips ad related software and an increase in reports relating to attacks
on journalists that required the deployment of RRI initiatives for timely action.

Council Expenses.

The reported under absorption variance of 3% on the Council Expenses component was
as a result of the expiry of the term of the Council in October 2022, before the end of

the financial year.

Commission Expenses.

The reported under absorption variance of 2% on the Commission Expenses component
was as a result of the application of a hybrid system in conducting Commission hearings
(both physical and virtual) hence leading to reduced costs on transport and mileage

claims by the Commissioners.

Repair and Maintenance.

The reported under absorption variance of 3% on the Repairs and Maintenance
component was due to the Council’s decision to replace obsolete and faulty office
equipment and related components to enable efficiency, thereby reporting a reduction

in the costs of repairs and maintenance.

Postage, Telephone and Internet

The reported under absorption variance of 7% on the Postage, Telephone and Internet
component was due to a reduction in number and frequency of parcel dispatch to the
regional offices.

Accreditation cards, which form the bulk of courier dispatches were delivered by staff

during their visits to various towns and media houses for other official engagements.
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3.

19. Notes to the Financial Statements
General Information

Media Council of Kenya is an independent National institution established by the Media
Council Act, No. 46 of 2013.The principal activity of the Council is setting of Media
standards and ensuring compliance with those standards as set out in article 34(5) of the
Constitution and for connected.

Statement of Compliance and Basis of Preparation

The financial statements have been prepared in accordance with and comply with
International Public Sector Accounting Standards (IPSAS). The financial statements are
presented in Kenya shillings, which is the functional and reporting currency of the
Council. The accounting policies adopted have been consistently applied to all the years
presented. _

The financial statements have been prepared on the basis of historical cost basis except
for the measurement at re-valued amounts of certain items of property, plant, and

equipment. The cash flow statement is prepared using the direct method. The financial

statements are prepared on accrual basis.

Adoption of New and Revised Standards

i.  New and amended standards and interpretations in issue effective in the year ended

30 June 2023.

otandard EIn & and impact:

IPSAS 41: | Appcahle: IJanuary 2023:

Financial The objective of IPSAS 41 is to establish principles for the
Instruments financial reporting of financial assets and liabilities that will

present relevant and useful information to users of financial
statements for their assessment of the amounts, timing and
uncertainty of an Entity’s future cash flows.

IPSAS 41 provides users of financial statements with more

useful information than IPSAS 29, by:

12
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¢ Applying a single classification and measurement
model for financial assets that considers the
characteristics of the asset’s cash flows and the
objective for which the asset is held;

* Applying a single forward-looking expected credit
loss model that is applicable to all financial
instruments subject to impairment testing; and

* Applying an improved hedge accounting model that
broadens the hedging arrangements in scope of the
guidance. The model develops a strong link between
an Entity’s risk management strategies and the
accounting treatment for instruments held as part of
the risk management strategy.

Media Council does not operate financial instrument and

hence did not apply provisions of the revised IPSAS 41.

IPSAS 42: Social

Benefits

Applicable: 1 January 2023

The objective of this Standard is to improve the relevance,
faithful representativeness and comparability of the
information that a reporting Entity provides in its financial
statements about social benefits. The information provided
should help users of the financial statements and general-
purpose financial reports assess:

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

schemes; and
(c) The impact of such social benefits provided on the Entity’s
financial performance, financial position and cash flows.

Media Council does not operate any social benefit and

hence did not apply provisions of the revised IPSAS 41.
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Amendments 10 Applicable: 1st]auary 2023:
Other IPSAS a) Amendments to IPSAS 5, to update the guidance

resulting  from related to the components of borrowing costs which
IPSAS 41, were inadvertently omitted when IPSAS 41 was issued.
Financial b) Amendments to IPSAS 30, regarding illustrative
Instruments examples on hedging and credit risk which were

inadvertently omitted when IPSAS 41 was issued.

¢) Amendments to IPSAS 30, to update the guidance for
accounting for financial guaranteed contracts which
were inadvertently omitted when IPSAS 41 was
issued.

d) Amendments to IPSAS 33, to update the guidance on
classifying financial instruments on initial adoption of
accrual basis IPSAS which were inadvertently omitted
when IPSAS 41 was issued.

Media Council is fully funded by the Government and
does not operate any financial Instruments hence did not

apply provisions of IPSAS 41.

Other Applicable 1" January 2023

improvements to | e IPSAS 22 Disclosure of Financial Information about the

IPSAS General Government Sector. Amendments to refer to the
latest System of National Accounts (SNA 2008).

o IPSAS 39: Employee Benefits. Now deletes the term
composite social security benefits as it is no longer defined
in IPSAS.

s IPSAS 29: Financial instruments: Recognition and
Measurement. Standard no longer included in the 2023

IPSAS handbook as it is now superseded by IPSAS 41

which is applicable from 1¥ January 2023.

14



——




Media Council of Kenya
Annual Report and Financial Statements
Jor the year ended June 30, 2023

IPSAS 43

Apph‘ca:'e I January 2025

The standard sets out the principles for the recognition,
measurement, presentation, and disclosure of leases. The
objective is to ensure that lessees and lessors provide relevant
information in a manner that faithfully represents those
transactions. This information gives a basis for users of
financial statements to assess the effect that leases have on the
financial position, financial performance and cashflows of an
Entity.

The new standard requires entities to recognise, measure and
present information on right of use assets and lease liabilities.

Media Council does not operate any leases and hence will

not be affected by provisions of IPSAS 43

IPSAS 44: Non-
Current Assets
Held for Sale and
Discontinued

Operations

Applicable I* January 2025

The Standard requires,

Assets that meet the criteria to be classified as held for sale to
be measured at the lower of carrying amount and fair value less
costs to sell and the depreciation of such assets to cease and:
Assets that meet the criteria to be classified as held for sale to
be presented separately in the statement of financial position
and the results of discontinued operations to be presented
separately in the statement of financial performance.

Media Council has assets held for sale and does not intend

to discontinue any of its operation, therefore the

provisions of IPSAS 44 will not be applicable.

ii.  Early adoption of standards

The Council did not early — adopt any new or amended standards in year 2022/2023

4. Summary of Significant Accounting Policies

a) Revenue recognition

15
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i) Revenue from non-exchange transactions

The Council recognises revenues from subscription, accreditation, Donations, fines
and other income. The revenues are recognised when the events occur, and the assets
recognition criteria are met. Other non-exchange revenues are recognized when it is
probable that the future economic benefits or service potential associated with the asset

will flow to the entity and the fair value of the asset can be measured reliably.

Fees, taxes and fines

The Council recognizes revenues from accreditation, subscription and fines when the
event occurs, and the asset recognition criteria are met. To the extent that there is a
related condition attached that would give rise to a liability to repay the amount,
deferred income is recognized instead of revenue. Other non-exchange revenues are
recognized when it is probable that the future economic benefits or service potential
associated with the asset will flow to the Entity and the fair value of the asset can be

measured reliably.

Transfers from other government entities

Revenues from non-exchange transactions with other government entities are
measured at fair value and recognized on obtaining control of the asset (cash, goods,
services and property) if the transfer is free from conditions and it is probable that the
economic benefits or service potential related to the asset will flow to the Council and
can be measured reliably. To the extent that there is a related condition attached that
would give rise to a liability to repay the amount, the amount is recorded in the
statement of financial position and realised in the statement of financial performance

over the useful life of the assets that has been acquired using such funds.
ii) Revenue from exchange transactions

Sale of goods
Revenue from the sale of goods is recognized when the significant risks and rewards
of ownership have been transferred to the buyer, usually on delivery of the goods and

when the amount of revenue can be measured reliably, and it is probable that the
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economic benefits or service potential associated with the transaction will flow to the

Council.

b) Budget information

The original budget for the Media Council for the FY 2022-2023 was approved by the
National Assembly in the Month of June. The Budgetary reallocation is amended on
the original budget by the Council upon receiving the respective approvals in order to

conclude the final budget.

The Council’s 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 Council.
As a result of the adoption of the accrual basis for budgeting purposes, there are no
basis, timing or Council differences that would require reconciliation between the
actual comparable amounts and the amounts presented as a separate additional
financial statement in the statement of comparison of budget and actual amounts.

c) Taxes

Current income tax

Current income tax assets and liabilities for the current period are measured at the
amount expected to be recovered from or paid to the taxation authorities. The tax
rates and tax laws used to compute the amount are those that are enacted or
substantively enacted, at the reporting date in the area where the Entity operates and
generates taxable income. Current income tax relating to items recognized directly in
net assets is recognized in net assets and not in the statement of financial performance.
Management periodically evaluates positions taken in the tax returns with respect to
situations in which applicable tax regulations are subject to interpretation and

establishes provisions where appropriate.

d) Property, plant and equipment
All property, plant and equipment are stated at cost less accumulated depreciation and
impairment losses. Cost includes expenditure that is directly attributable to the
acquisition of the items. When significant parts of property, plant and equipment are

required to be replaced at intervals, the Council recognizes such parts as individual assets
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with specific useful lives and depreciates them accordingly. Likewise, when a major

inspection is performed, its cost is recognized in the carrying amount of the plant and
equipment as a replacement if the recognition criteria are satisfied. All other repair and
maintenance costs are recognized in surplus or deficit as incurred. Where an asset is
acquired in a non-exchange transaction for nil or nominal consideration the asset is
initially measured at its fair value.

Property, plant, and equipment are depreciated over their estimated useful life, using

reducing balance method, using the following annual rates:

Furniture, fixtures, and equipment 12.5%
Computers 30%
Motor Vehicle 25%
Media Monitoring System 20%

e) Intangible assets

Intangible assets acquired separately are initially recognised at cost. The cost of
intangible assets acquired in a non-exchange transaction is their fair value at the date
of the exchange. Following initial recognition, intangible assets are carried at cost less
any accumulated amortisation and accumulated impairment losses. Internally
generated intangible assets, excluding capitalised development costs, are not capitalised
and expenditure is reflected in surplus or deficit in the period in which the expenditure
1s Incurred.

The useful life of the intangible assets is assessed as either finite or indefinite, Intangible

assets are amortised using a reducing balance method at an annual rate of 30%

f) Provisions
Provisions are recognised when the Media Council of Kenya has a present obligation
(legal or constructive) as a result of a past event, it is probable that an outflow of
resources embodying economic benefits or service potential will be required to settle
the obligation and a reliable estimate can be made of the amount of the obligation.
Where Media Council of Kenya expects some or all of a provision to be reimbursed,
for example, under an insurance contract, the reimbursement is recognised as a separate

asset only when the reimbursement is virtually certain.
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g)

h)

- a
N

i)

The expense relating to any provision is presented in the statement of financial

performance net of any reimbursement.

Contingent liabilities

The Media Council of Kenya does not recognise a contingent liability but discloses
details of any contingencies in the notes to the financial statements unless the
possibility of an outflow of resources embodying economic benefits or service

potential is remote.

Contingent assets
The Media Council of Kenya does not recognise a contingent asset but discloses details
of a possible asset whose existence is contingent on the occurrence or non-occurrence
of one or more uncertain future events not wholly within the control of the Entity in
the notes to the financial statements. Contingent assets are assessed continually to
ensure that developments are appropriately reflected in the financial statements. If it
has become virtually certain that an inflow of economic benefits or service potential
will arise and the asset’s value can be measured reliably, the asset and the related
revenue are recognized in the financial statements of the period in which the change

occurs.

Changes in accounting policies and estimates
The Media Council of Kenya recognises the effects of changes in accounting policy
retrospectively. The effects of changes in accounting policy are applied prospectively

if retrospective application is impractical.

Employee benefits

Retirement benefit plans

Media Council of Kenya provides retirement benefits for its employees. Defined
contribution plans are post-employment benefit plans under which an entity pays fixed
contributions into a separate entity (a fund) and will have no legal or constructive

obligation to pay further contributions if the fund does not hold sufficient assets to
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I

pay all employee benefits relating to employee service in the current and prior periods.

The contributions to fund obligations for the payment of retirement benefits are
charged against income in the year in which they become payable.

Defined benefit plans are post-employment benefit plans other than defined-
contribution plans. The defined benefit funds are actuarially valued tri-annually on the
projected unit credit method basis. Deficits identified are recovered through lump sum
payments or increased future contributions on proportional basis to all participating
employers. The contributions and lump sum payments reduce the post-employment

benefit obligation.

Related parties

Media Council of Kenya regards a related party as a person or an entity with the ability
to exert control individually or jointly, or to exercise significant influence over the
Media Council of Kenya, or vice versa. Members of key management are regarded as

related parties and comprise the Council members, the CEO, and senior managers.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits
on call and highly liquid investments with an original maturity of three months or less,
which are readily convertible to known amounts of cash and are subject to insignificant
risk of changes in value. Bank account balances include amounts held at the Central
Bank of Kenya and at various commercial banks at the end of the financial year. For
the purposes of these financial statements, cash and cash equivalents also include short
term cash imprests and advances to authorised public officers and/or institutions

which were not surrendered or accounted for at the end of the financial year.

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

Subsequent events

There have been no events subsequent to the financial year end with a significant

impact on the financial statements for the year ended June 30, 2023.
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5. Significant Judgments and Sources of Estimation Uncertainty
The preparation of the Media Council of Kenya financial statements in conformity
with IPSAS requires management to make judgments, estimates and assumptions that
affect the reported amounts of revenues, expenses, assets and liabilities, and the
disclosure of contingent liabilities, at the end of the reporting period. However,
uncertainty about these assumptions and estimates could result in outcomes that
require a material adjustment to the carrying amount of the asset or liability affected
in future periods. MCK in its accounting assumes that the productivity of all its assets
will remain the same during their lifetime and there will be no residual value at the end

of their lifetime.

6. Transfers from Other Government entities

Unconditional Grants

Recurrent Grant 953,302,500 1,493,290,000
Total Unconditional Grants 953,302,500 1,493,290,000

Unconditional grants relate recurrent funds transferred from the National Treasury through
the Ministry of Information Communication and Digital Economy. The difference in
amount is attributed to a one-off funding in support of general elections activities in the FY

2021/2022.

7. Licenses and Penalties

Accreditation 12,470,188 13,886,617
Subscription 3,125,000 10,085,150
Total 15,595,188 23,971,767

Income under this vote line relates to amounts received under accreditation of journalist and

subscription fees from media enterprises.
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B Other Income

Miscellaneous income

598,454

594,250

Total Other income

598,454

594,250

This income relates to income from disposal of assets and compensation of lost assets by the

insurance.

e

Use of Goods and Services

Audit fees 500,000 465,434
Consulting fees 150,431,610 144,848,044
Commission Expenses 19,623,995 23,272,766
Office, Consumables and Cleaning 8,823,938 8,969,356
Fuels and Oil 6,500,000 4,103,000
Insurance Cost 34,798,557 41,558,829
Postage, telephone, and internet 3,750,905 3,308,852
Printing and stationery 7,251,865 5,835,510
ICT, ERP and Office Equipment 10,296,874 6,814,362
Travel and Stakeholders Forums 76,373,219 63,426,022
Bank charges 1,313,107 1,344,152
Accommodation and conferencing 30,036,396 24,117,165
Staff welfare/training 43,729,437 41,255,089
Rental 22,234,852 21,985,507
Training 40,689,259 28,227,424
Legz.l Fees 4,721,827 1,558,185
Media Awards 35,451,861 38,552,850
Publicity and Advertisement 44,873,646 19,455,733
Media Support / Media Monitoring 183,118,489 131,364,933
Elections 180,822,966 313,241,261
Industrial placement 21,901,745 14,329,730
Totals 927,244,547 938,033,706
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10. Employee Costs

Basic Pay 121,550,268 110,735,632
House Allowance 25,116,500 23,586,909
Pension Employers Contribution 5,755,048 5,174,924
Entertainment Allowance 7,080,000 7,080,000
Baggage Allowance 156,100 119,200
Transfer Allowance 312,200 238,400
Telephone Allowance 12,030,000 11,502,455
Acting Allowance 238,365 13,680
Performance Bonus 4,703950 4,421,968
Commuter Allowance 10,695,000 9,076,368
Leave Allowance 9,407,900 8,843,936
Overtime 2,150,856 1,348,449
Salary Arrears _ 2,148,170 1,622,827
Gratuity - 12,053,589 15,294,531
Casual Wages 857,812 1,451,068
NSSF Employer 749,400 260,000
Car Allowance 11,510,824 10,322,717
Responsibility Allowance 5,274,590 4,911,189
Utility 3,701,136 3,552,069
Non-Practising Allowance 495,000 -
Domestic Servant 1,089,000 1,089,000
Nita 305,270 67,100
Service Pay 528,000 -
Security 609,000 523,286
Employee costs 238,517,978 221,235,708
1. Board Expenses
Chairmans’ honoraria 261,000 1,044,000
Sitting Allowances 3,878,700 12,340,000
Travel and Accommodation 20,232,580 19,078,096
Total 24,372,280 32,462,096
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12. Depreciation and Amortization Expense

Property, plant and equipment 37,265,551 32,683,171
Intangible assets 8,214,322 2,314,686
Total depreciation and amortization 45,479,873 34,997,857

The expenditure relates to the charge of wear and tear of the Councils property plant and
equipment’s while amortization expense relates to annual write- off of system software. The

difference is attributed to the charges of new assets acquired during the year.

13. Repairs and Maintenance

Vehicles 5,228,759 3,313,474
Computers and Accessories 530,694 1,082,990
Others 1,357,980 1,207,273
Total Repairs and Maintenance 7,117,433 5,603,737

This expenditure relates to the cost of normal maintenance of capital assets to keep them
in their usual conditional. The increase in cost is attributed to changes of prices for motor

vehicles service and maintenance and service parts.

14. Cash and Cash Equivalents

Current Account 36,734,700 334,870,457

Total Cash and Cash Equivalents 36,734,700 334,870,457

Detailed Analysis of the Cash and Cash Equivalents

Standard Chartered Bank of Kenya 0102096149700 | 25,470,785 | 192,035,471
Standard Chartered Bank of Kenya (Project) 0102096149701 515,696 | 62,617,766
Kenya Commercial Bank of Kenya Main 01288714424 | 10,090,237 | 80,118,550
Kenya Commercial Bank of Kenya (Project) 01288714661 643,782 98,670
Mpesa 14,200 *
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Sub- Total 36,734,700 | 334,870,457
15. Receivables from Non-Exchange Transactions
Staff debtors 3,210,435 1,166,224
Prepayments 6,393,140 8,136,214
Deposits 167,648 4,276,580
Transfers From Government 150,000,000 5
Total receivables from non- exchange transactions 159,771,223 13,579,018
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17. Intangible Assets

Cost

At beginning of the year 29,695,760 7,715,618
Additions 8,171,800 25,217,000
At end of the year 37,867,560 32,932,618
Additions-internal development -

At end of the year 37,867,560 32,932,618
Amortization and impairment - -
At beginning of the year 2,314,628 -
Amortization 8,214,322 2,314,686
At end of the year 10,529,008 2,314,686
Impairment loss -
At end of the year 27,338,552 -
NBV 27,381,074 30,617,933

18. Trade and Other Payables

Provisions for Audit fees 500,000 500,000
Donor Accounts 9,932,415 13,163,307
Other payables 200,672,334 80,179,129
Total trade and other payables 211,104,749 93,842,436

19. Fund Balance

Reserves 474,469,255 188,946,336
Accumulated Surplus (273,235,970) 285,522,919
201,233,285 474,469,255
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20. Related Party Disclosures
Council 24,372,280 32,462,096
Senior Management 89,474,684 72,922,301
Total 113,846,964 105,348,397
21. Currency

The financial statements are presented in Kenya Shillings (Kshs) rounded to the nearest Kshs.
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Appendix II: Projects implemented by Media Council

There were no projects implemented by the State Corporation/ SAGA Funded by development

partners and/ or the Government.
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Appendix II1: Transfers from Other Government Entifies

2-Aug-22 | Recurrent 833,333.00 N/A N/A 833,333.00
2-Aug-22 | Recurrent 68,416,667.00 N/A N/A 68.416.667.00
5-Sep-22 | Recurrent 833,333.00 N/A N/A 833,333.00
5-Sep-22 Recurrent 68.416,667.00 N/A N/A 68.416.667.00
— 6-Oct-22 | Recurrent 833,333.00 N/A N/A $33.333.00
Information 6-Oct-22 Recurrent 68,416,667.00 Alkh N/A 68.416,667.00
Communicati | 1-Nov-22 | Recurrent 2,500,000.00 NiA N/A 2,500,000.00
MHM_ 1-Nov-22 | Recurrent | 20525000000 | VA N/A 205.250,000.00
Hiasioms 6-Feb-23 | Recurrent 2,500,000.00 N/A N/A 2.500,000.00
6-Feb-23 | Recurrent | 205250,000.00|  NA N/A 205.250,000.00
28-Apr-23 | Recurrent 2,275,00000 |  NA N/A 3.275.000.00
28-Apr-23 | Recurrent | 59,259,166.7.00 N/A N/A 59.259.166.7.00
9-Jun-23 | Recurrent | 118,000,000.00 |  N/A N/A 1 18,000,000.00
5Jul-23 | Recurrent |  150,000,000.00 NIA N/A 150,000,000.00
Total 953,302,500.00 N/A XXX XXX N/A XXX 953,302,500.00
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