






















































































































































































































































































































































































































































































































































































366,

367.

7,060,483,312. This is due to the huge amounts debited in the profit and loss account relating
to depreciation (Kshs 406,031,909) as aresult of old equipment, rising electricity costs (Kshs
67,358,371), and the high wage bill (Kshs 377,788,766).

Further, it was stated that the negative working capital of Kshs 3,714,656,222 (current assets
and current liabilities) for the year 2001/2002 was attributable to the total GoK loan plus
interest charged to KBC cumulatively since the government committed to repaying the
OECF Japan loan (the loan is explained below) on KBC's behalf. Both the repayment and
interest are treated as current liabilities, therefore greatly affecting the financial position of
the corporation. The financial statements reported negative net worth of Kshs 6,131,995,722,
The interest that the Government has charged KBC over the vears totalling kshs 536,976,
192 15 debited to the profit loss account therefore contributing to the negative net worth.
The management further submitted to the committee that to address the technical insolvency
problem of KBC, it contracted Delloitte to provide consulting services for the transformation
of the organization. The consultancy firm finalized the transformation report in August 2015
The report was presented to the Board of Directors, who approved it in September 2015.
Consequently, a cabinet paper was prepared for submission to the Cabinet to approve the
transformation recommendations. Therefore, upon obtaining Cabinet approval,

implementation will commence in order to transform KBC into a profit-making entity.

Committee observations

iL.

iii.

The Committee observed that the corporation’s corporate governance is considerably weak
thereby exposing the corporation to potential losses in addition to reputational and
operational risks.

The Corporation is technically insolvent and its existence as a going concern is dependent
upon the support from the Government and its creditors. The financial position of the
Corporation is weak and if strategies are not put in place to reverse the position, the
Corporation may not be able to meet its financial obligations as and when they fall due,
The explanation by the management that corporation made a loss due to the huge amounts
debited in the profit & loss account relating to depreciation because of old equipment,

rising electricity costs and the high wage bill is unsatisfactory since these are operational
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v,

costs that directly relate to revemue generation. This may point to possible revenue
leakages.

Arising from consultancy services of Deloitte Kenya a Cabinet memo on transformation
of KBC was developed in 2015 and as of 2023 when the management appeared before the
Committee, the Memo was still awaiting Cabinet’s approval. However, it was not certain

how long it would take to implement the recommendations of the memo.

Committee Recommendations

ii.

tii.

Within three months after the adoption of the Report the Ethics and Anti-Corruption to
investigate whether there are any financial leakages/ financial impropriety. Should any
person/officer be found culpable, the DPP should initiate legal action with a view to
holding the responsible persons accountable for the financial leakages/ financial
impropriety.

Within three months after the adoption of this report, the MD KBC in collaboration with

the PS Broadcasting and Telecommunication and the PS National Treasury to expedite the
approval process for consequent implementation of the CAB memo with a view to
instituting transformative business turn around strategies to facilitate improvement of
solvency status of KBC.

Within three months after the adoption of this report, the MD and the Beard of KBC submit
to the National Assembly, documented revenue generation and competition strategies
implemented intended to be implemented by the corporation in order to diversify its

revenue base and reduce over reliance on the Government support.

2.0 Fixed Assets

368. The Committee heard that, as had been previously reported, Corporation did not mamtain

any fixed assets register contrary to Section 43 of Kenya Broadcasting Corporation Act (Cap
221), and although the Corporation had indicated that valuation of its assets had started, the
exercise was hindered by liquidity problems mentioned in paragraph 1 above. Under the
circumstances, it was not possible to confirm the correctness of the Non-Cwrent Assets
balance of Kshs.4,465,539,969 as at 30" June, 2002.
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Management Response:

369. The management informed the committee that, during the financial year that ended 30th June

2001, the Corporation did not maintain an assets register. However, had problem had been
resolved. The Corporation valued its assets in November 2014 and developed assets register,

Committee observations

1i,

1L

i

The Corporation did not maintain a fixed assets register contrary to Section 43 of the Kenya
Broadeasting Corporation Act (Cap 221) which requires maintenance of proper books and
records of accounts of assets and Section 161 of the Public Procurement and Asset disposal
Act CAP 412C,

The Corporation had title deeds for eight parcles of land with another 32 parcels which
does not have title deeds or other legal documents of ownership. However, the title deed
for LR.NO. 209/5918 -Broadcasting house Nairobi measuring 2.8 acres in which the KBC
headquarters are situated, was in the name of CHIEF SECRETARY, COLONY AND
FROTECTORATE OF KENYA a body corporate duly established by the chief secretary
{incorporation) ordinance 1958, Further, out the seven allotment letters KBC claimed to
have, only one was provide but was in the name of KOMAROCK Ranching Company. It
was not clear how KBC claimed ownership of the same and the status of the other six
parcels allotment letters.

The Corporation hired consultants (conveyance lawyers) in 2012 te survey the unsurveyed
parcels of land and process the remaining title deeds. However, except for the status report
given of 6 January 2014, not further, correspondences thereafter were presented before the
committee and the terms of engagement between KBC and the conveyance lawyers, the

timelines and the cost of the services were unknown,

Committee recommendations

Withmn three months upen adoption of this report, the Accounting Officer, KBC should
submit to the National Treasury and the Auditor-General the updated fixed asset register

detailing all the assets of the company with the respective details that needs to be disclosed
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iil.

in the asset register in accordance with the disclosure requirements set by the National
Treasury and the Accounting standards Board.

The committee reprimands the Corporation Accounting Officer for the failure to maintain
a fixed assets register contrary to Section 43 of the Kenya Broadcasting Corporation Act
{Cap 221) which requires maintenance of proper books and records of accounts of assets
and Section 161 of the Public Procurement and Asset disposal Act CAP 412C.

Within three months upon adoption of this report, the Accounting Officer-KBC in
collaboration with the National Land commission should expedite the processing of the
Corporation’s title deeds for all the parcels of land owned by KBC.

iv.  Within three months upon adoption of this report, the Auditor-General should review the
procurement process for the hired consultants (conveyance lawyers-J. Thongori &co) in
and the status of payments so far made to the lawyers and the milestones achieved.

3.0 Irregular Payments

370. The Commitiee heard that, the former Managing Director gave notice of resignation on July

371.

27, 2002, to vie for a parliamentary seat and subsequently left office on August 14, 2002, in
effect giving notice of resignation for less than 3 months’ period as required by his terms of
service, Additionally, on leaving employment, the officer was paid a total of Kshs.
1,000,000, including 3 months' salary in lieu of notice at Kshs. 200,000 per month and an
additional Kshs, 400,000 to cater for transport. Although the corporation explained that the
officer could not give adequate notice due to a government directive that required public
officers intending to seek elective posts to resign by August 15, 2002, the directive should
not by itself have vaned terms of the employment contract. Consequently, the officer should
have forfeited his salary in lieu of notice.

Further, the Committee was informed that that the payment of Kshs. 400,000 for transport
is questionable since the officer was not in the service of the corporation. In addition, all the
payments were made without deducting pay-as-you-earn taxes in accordance with the
Income Tax Act. Under the circumstances, it was not possible to confirm the propriety of
the payment of Kshs. 1,000,000
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Management Response:

372. The management submitted to the Commuttee about the resignation of Mr. Joseph M. Hamisi
- P/No. 006310, It informed the Committee that:

i}

if)

11i)

the payment of two months' basic salary for transportation and travel expenses is normally
paid to an officer who is either proceeding on retirement or is compelled by circumstances
and not on his own volition but in the interest of the corporation or the government to retire
or resign. Therefore, the Managing Director, Mr. Hamisi, was forced to resign through a
government circular that required all officers intending to vie for elective positions in the
2002 elections to resign and vacate public offices from their employment by 15 August,
2015.

the payment of three months' basic salary in lieu of notice was necessary since Mr. Hamisi
could not serve the mandatory three months’ notice period due to the conditions given in
the government circular; therefore, the corporation had to pay him three (3) months' salary
in lieu of notice. This allowance was paid to Mr. Hamisi as a result of the compelling nature
of his resignation, as he could not have ordinarily served the entire three-month notice
period.

the Payment of PAYE on the transportation and travel allowance (on exit) were and are
still not taxable as they do not tantamount to earnings and are payable particularly to
retirees on exit to assist and facilitate in the transportation of their personal belongings and
relocation of family members upon leaving the corporation. If an actual transpont facility
(e.g., a lorry /van) was provided by the corporation, then PAYE could still not have been
deducted. This is normally the same scenario with funeral allowances. Other deductions
relating to PAYE in respect of Mr. Hamisi covering the days worked up to 15th August,
2002, and payment of gratuity were affected and remitted as required.

Committee Observations

The committee observed that
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i) The former Managing Director on his volition gave notice of resignation on July 27, 2002,
to vie for a parliamentary seat and subsequently left office on August 14, 2002. The notice

of resignation was less than 3 months’ period required by his terms of service.

ii) The former Managing Director was irregularly paid a total of Kshs. 1,000,000, comprising
of 3 months' salary in lieu of notice at Kshs. 200,000 per month and an additional Kshs.
400,000 to cater for transport, Despite the fact that the officer could not give adequate
notice due to a government directive that required public officers intending to seek elective
posts to resign by August 15, 2002, he should have forfeited his salary in lieu of notice
rather than being irregularly compensated by the corporation.

iii) The payment of Kshs. 400,000 for transport was irregular and not payable since the officer
was not in the service of the corporation to warrant facilitation.

iv) All the payments were made without deducting pay-as-you-earn taxes in accordance with
the Income Tax Act.

Committee Recommendations
The committee recommends that;

Within three months after the adoption of this report, the MD — KBC in collaboration with the
Attorney Geeneral and the inspector General state corporation should recover the amount of Kshs.
1,000,000 plus interest at the prevailing CBK rates from Mr. Hamisi and the other officer involved

in paying the irregular allowances.
Financial year 2002/2003
1.0 Financial Position

373, The Committee heard that, during the year ended 30" June, 2003, the corporation
incurred a net loss of Kshs. 1,126,929,499, which brought its adjusted accumulated
deficit to Kshs. 8 186,128,261, Further, the balance sheet reflects a negative working
capital of Kshs. 605,314,911 and a negative net worth of Kshs. 7,257,640,671 as of the
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same date. Consequently, as disclosed in Note 9 to the financial statements, the
Corporation was unable to pay foreign loans used in the Radio Modernization Project
totalling Kshs. 3,865,991,765 and interest on the same totalling Kshs. 5§36,947,192,
which the Treasury had to pay on its behalf, Evidently, therefore, the corporation is
technically insolvent, and its continued operation on a going concern basis is dependent

on government support.

Management Response:

374.

373,

376,

377.

The management informed the Committee that, during the year in question, the corporation
made a net loss of Kshs 1,126,929.499, bringing the accumulated deficit 1o Kshs
8,186,128,261. This was due to the huge amounts debited in the profit & loss account relating
to depreciation in Kshs 373,234,736 as a result of old cquipment, rising electricity costs in
Kshs 94,839,974, and the high wage bill in Kshs 394,618,131,

It was also pointed out that the negative working capital of Kshs 605,314,911 (current assets
and current liabilities) for the year 2002/2003 is attributable to the total GoK loan plus
nterest charged to KBC cumulatively since the government committed to repaying the
OECF Japan loan (the loan is explained below) on KBC's behalf Both the repayment and
mterest are treated as current liabilities, therefore greatly affecting the financial position of
the corporation.

The Committee was also informed that the financial statements reported a negative net worth
of Kshs 7,257,640,671. The interest that the government has charged KBC over the years,
totalling Kshs 536,976,192, is debited to the profit and loss account, therefore contributing
to the negative net worth.

The management, in their submissions, informed the Committee that to address the technical
insolvency problem of KBC, it contracted Delloitte to provide consulting services for the
transformation of the organization. The consultancy firm finalized the transformation report
in August 2015. The report was presented to the Board of [hrectors, who approved it in
September 2015, Consequently, a cabinet paper was prepared for submission to the Cabinet

to approve the transformation recommendations. Therefore, upon obtaining Cabinet
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approval, implementation will commence in order to transform KBC into a profit-making

entity.

Committee observations

fii.

The Committee observed that, the corporations corporate governance is considerably weak
thereby exposing the corporation to potential losses in addition to reputational and
operational risks.

The Corporation is technically insolvent and its existence as a going concern is dependent
upon the support from the Government and its creditors. The financial position of the
Corporation is weak and if strategies are not put in place to reverse the position, the
Corporation may not be able to meet its financial obligations as and when they fall due.
Arising from consultancy services of Deloitte Kenya a Cabinet memo on transformation
of KBC was developed in 2015 and as of 2023 when the management appeared before the
Committee, the Memo was still awaiting Cabinet’s approval. However, it was not certain

how long it would take to implement the recommendations of the memo.

Committee Recommendations

1)

1)

Within three months after the adoption of this report, the MD KBC in collaboration with
the PS Broadcasting and Telecommunication and the PS National Treasury to expedite the
approval process for consequent implementation of the CAB memo with a view to
instituting transformative business turn around strategies to facilitate improvement of
solvency status of KBC.

Within three months after the adoption of this report, the MD and the Board of KBC subrmit
to the National Assembly, documented revenue generation and competition strategies
implemented intended to be implemented by the corporation in order to diversify its

revenue base and reduce over reliance on Government support.

2.0 Fixed Assets

378. The Committee heard that, as had been pointed out in the previous report, the Corporation

did not maintain a fixed assets register for the assets reflected in the balance sheet at
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379,

380,

381

382.

Kshs.4,144,871,879. Consequently, it was not possible to confirm whether the carrying
values as stated in the financial statements reflected the fair values of fixed assets at the
balance sheet date. Included in the Corporation’s assets were 33 parcels of land in various
parts of the country whose value had not been determined. Land parcels numbering 23 out
of 33 had no title deeds and had not therefore been registered in the Corporation’s name.

The unregistered land includes KBC Headquarters Complex LR 15090 (40.47 ha), Karen
LR 10956 (10 ha) and KBC Norfolk 209/10370(0.0061 ha). Under the circumstances, it had

not been possible to confirm the ownership and security of those parcels of land.
Management Response:

The management informed the Committee that during the financial vear that ended on 30th
Tune 2001, the Corporation did not maintain an assets register. However, this problem has
been resolved. The Corporation valued all its assets in November 2014 and developed an

assels-carrying register,

. The Corporation had obtained 8 title deeds for its parcels of land as detailed below:

i} LR.NO. 205/5918 Broadcasting house Nairobi measuring 2.8 acres.
1) LR NO.1476/1 Nyali measuring 22.85 acres.

1) LR. NO. 1932/4 kitale measuring 200 acres.

v} LR, NO. Mange/ dawida/ 908 Vuria Hill 2.88 acres.

v} LR. NO. Block 104/519 Ushirika Flats Nirobi 0.3875 acres,

vi) LR. NO. Ndivisi/ Mihuu/ 1973 Webuye 2.96 acre

vii} . LR. NO. Nyaribari Chache/ Borabu' 5924 kisii 2,08 acres..

vii) LR. NO. Ntirimti Settlement Scheme/ 153 Marani Meru 238.45 acres,

The Corporation hired consultants (conveyance lawyers in 2012 to survey the unsurveyed
parcels of land and process title deeds. The consultant is making progress in securing title
deeds.
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Committee observations

1l

The Corporation did not maintain a fixed assets register contrary to Section 43 of the
Kenya Broadcasting Corporation Act (Cap 221) which requires maintenance of proper
books and records of accounts of assets and Section 161 of the Public Procurement and
Asset disposal Act CAP 412C,

The Corporation had title deeds for eight parcles of land with another32 parcels which
does not have title deeds or other legal documents of ownership. However, the title deed
for LR.NO., 209/5918 -Broadcasting house Nairobi measuring 2.8 acres in which the KBC
headquarters are situated, was in the name of CHIEF SECRETARY, COLONY AND
PROTECTORATE OF KENY A a body corporate duly established by the chief secretary
(incorporation) ordinance 1958. Further, out the seven allotment letters KBC claimed to
have, only one was provide but was in the name of KOMAROCK Raching Company. It
was not clear how KBC claimed ownership of the same and the status of the other six
parcles allotment letters.

The Corporation hired consultants (conveyance lawyers) in 2012 to survey the
unsurveyed parcels of land and process the remaining title deeds. However, except for
the status report given of 6 January 2014, not further, correspondences thereafter were
presented before the committee and the terms of engagement between KBC and the

conveyance lawyers, the timelines and the cost of the services were unknown.

Committee recommendations

Within three months upon adoption of this report, the Accounting Officer, KBC should
submit to the National Treasury and the Auditor-General the updated fixed asset register
detailing all the assets of the company with the respective details that needs to be disclosed
in the asset register in accordance with the disclosure requirements set by the National
Treasury and the Accounting standards Board.

The committee reprimands the Corporation Accounting Officer for the failure to maintain
a fixed assets register contrary to Section 43 of the Kenya Broadcasting Corporation Act
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iil.

1v.

(Cap 221) which requires maintenance of proper books and records of accounts of assets
and Section 161 of the Public Procurement and Asset disposal Act CAP 412C.

Within three months upon adoption of this report, the Accounting Officer-KBC in
collaboration with the National Land commission should expedite the processing of the
Corporation’s title deeds for all the parcels of land owned by KBC.

Within three months upon adoption of this report, the Auditor-General should review the
procurement process for the hired consultants (conveyance lawvers-J. Thongori &co) in

and the status of payments so far made 1o the lawyers and the milestones achieved,

3.0 Debtors

383,

384,

The Commuittee heard that, the debtors figure of Kshs. 55,420,873 in the balance sheet
includes debts totalling Kshs 396,722,458 or 87% which are aged over 120 days. Included
among the debtors is advertising firm which owes the Corporation a total of Kshs.
38,638,324, The firm is no longer in existence and its business has been taken over by
another firm. It is not clear whether the new firm took over the debts owed to KBC. It has
not been possible to confirm whether, and if so, when the Corporation will be able to recover
these amounts. Any additional provision that would have been necessary in relation to this

uncertainty has not been mcorporated in these financial statements.

Management Response

The management informed the Commuittee that the debt of Kshs. 38, 638, 324 was owed by
Meann Erickson advertising agency. The advertising agency was bought by Scanad
advertising agency. Scanad advertising agency took over the debt of Mann Erickson and paid
KBC.,

Committee observations
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i, The Corporation has not demonstrated the efforts made to recover the long outstanding
debts. Despite the explanation by the corporation management that they employed several
debt management strategies including the utilization of a panel of external debt collectors
to collect the overdue debts there was no evidence of any effective recovery.

ii. The bad debts provision made by the Corporation on the long outstanding debts appear
to be inadequate.

Committee Recommendation

i,  The Accounting Officer - KBC should pursue the recovery of all the outstanding debts.

ii, Within three months upon adoption of this report, KBC should submit comprehensive
progress report to the National Assembly and the Auditor-General detailing the recoveries
made.

4.0 Cash and Cash Equivalent

385. The Commitiee heard that, as disclosed in note 7 to the financial statements, Cash and Cash
Equivalent negative balance of Kshs. 15,736,351 consist of bank overdraft balance of Kshs.
15,737,183 which includes a Broadcaster bank account balance of Kshs.2,898,692 whose
bank reconciliation statement could not be prepared due to missing bank statements. Also
included in the cash balance are reconciling items described as dishonored cheques totalling
Kshs. 29,316,798.86,

186. The dishonored cheques amount relate to period before 1991 during the Voice of Kenya era
and could not be verified, Under the circumstances, it is not possible to confirm the accuracy
of Cash and Cash equivalent overdraft balance of Kshs.15,736,451 as at the balance sheet
date.
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Management Response

387. The management informed the committee that, the Copies of missing statements for the
Broadeaster magazine bank account were requested from the bank and reconciliation was
eventually done. The dishonored cheques totalling to Kshs 29,316,798.86 were amount
received from our debtors in terms of cheques but which cheques had been returned unpaid,
Some of the dishonored cheques were replaced in subsequent year. The balance amount of
dishonored cheques was reverse and reinstated under debtors. External debt collector were

given the cheques to follow the drawers for replacement.
Committee observations

1. The committee observed that the bank reconciliation statement for the Broadeaster bank
account was not prepared due to missing bank statements as at the time of audit.

ii.  There were dishonored cheques relating to the period before 1991 during the Voice of
Kenya era that could not be verified.

i,  KBC Management indicates that the dishonored cheques were replaced in subsequent
year and the balance amount of dishonored cheques was reversed and reinstated under
debtors. However, there was no documentary evidence of the replacements, reversals and
reinstatements under debtors.

Committee recommendations
The committee recommends that;

[) Within three months upon of this report, the EACC should investigate whether the
dishonored cheques were due to fraud and whether public funds may have been lost and
irregular debts concealed as dishonored cheques, Should any personfofficer be found
culpable, the DPP should initiate legal action with a view to holding the responsible
persons accountable for the financial leakages/ financial impropriety.

i) The Accounting Officer KBC should ensure compliance with Section 68(2)k) of the
PFM Act Cap 412A by providing supporting documentation to the Auditors General on
time.
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4.0 Stocks

188, The Committee heard that, the stocks balance of Kshs, 73,863,929 was not physically verified
as at 30" June 2003. There were no certificates confirming the value and existence of the
items making up the stock balance reflected in the balance sheet.

389, Consequently, it is not possible to confirm whether the carrying values as stated in the

financial staterments reflect the fair value of the stock as at balance sheet date.
Management Response:

390. The Management informed the committee that the he stock value of Kshs 73,863,929 was
fully supported by the stock take values.

Committee observation
The Commiitee observed that

The stock was not physically verified and there were no stock take certificates confirming the

value and existence of the ilems.
Committee recommendations

Within three months upon adoption of this report, the Accounting should submit to the National
Assembly and the Auditor — General the stock take certificates reflecting the items in the stock at

the close of the financial year under review.
Financial Year 2003/2004

1.0 Going Concern

301, The Committee heard that the corporation realized a deficit of Kshs, 1,489,786,321 (2003-
1,126,929,499) during the year which brought the cumulative deficit to Kshs.
11,675,377,227 as at 30, 2004. The balance sheet also reflected a negative working capital
of Kshs. 8,274.792,069 and negative net assets of Kshs. 10,746,889,637.
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392, The addition, the corporation was unable to service the eurrent maturity of the long-term

government loan of Kshs. 7,440,603,431 (2003- Kshs. 4,402,958.957), creditors of Kshs.
1,467,451,857, and has failed to remit the statutory value-added tax (VAT) of Kshs.
46,442,678, bringing the cumulative VAT due to the Kenya Revenue Authority to Kshs.
274,519,467. Evidently, the corporation is techmically insolvent, and its continued existence
85 & going concern is dependent upon the continued financial support of the government and

its creditors.

Management Response:

393,

394,

395.

196,

The management informed the committee that during the vear in question, the corporation
made a net loss of Kshs 1,489,786,321, bringing the accumulated deficit to Kshs
11,675,377,227. This was due to the huge amounts debited in the profit and loss account
relating to depreciation (Kshs 337,331,248) as a result of old equipment, rising electricity
costs (Kshs 80,807,851}, the high wage bill (Kshs 435,015,909), and GOK interest on OECF
Japan loan repayments (Kshs 876,480,456).

It was also pointed out that the negative working capital of Kshs 8,274,792 069 {curmrent
assets and liabilities) for the year 2003/2004 is attributable to the total GoK loan plus interest
charged to KBC cumulatively since the government committed to repaying the OECF Japan
loan (the loan is explained below) on KBC's behalf. Both the repayment and interest are
treated as current liabilities, therefore greatly affecting the financial position of the
COrporation.

The Committee was also informed that the financial statements reported a negative net worth
of Kshs 10,746,889,637, The interest that the government has charged KBC over the years,
totalling Kshs 3,414,777,711, is debited to the profit and loss account, therefore contributing
to the negative net worth.

The management, in their submissions, informed the Committee that to address the technical
insolvency problem of KBC, it contracted Delloitte to provide consulting services for the
transformation of the organization. The consultancy firm finalized the transformation report
in August 2015. The report was presented to the Board of Directors, who approved it in

September 2015, Consequently, a cabinet paper was prepared for submission to the Cabinet
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to approve the transformation recommendations. Therefore, upon obtaining Cabinet
approval, implementation will commence in order to transform KBC into a profit-making

entity.

Committee observations

i)

The Committee observed that, the corporation’s corporate governance is considerably
weak thereby exposing the corporation to potential losses in addition to reputational and
operational risks.

The Corporation is technically insolvent and its existence as a going concern is dependent
upon the support from the Government and its creditors. The financial position of the
Corporation is weak and if strategies are not put in place to reverse the position, the

Corporation may not be able to meet its financial obligations as and when they fall due.

iii) Arising from consultancy services of Deloitte Kenya a Cabinet memo on transformation

of KBC was developed in 2015 and as of 2023 when the management appeared before the
Committee, the Memo was still awaiting Cabinet’s approval. However, it was not certain

how long it would take to implement the recommendations of the memo.

Committee Recommendations

Within three months after the adoption of this report, the MD KBC in collaboration with
the PS Broadeasting and Telecommunication and the PS National Treasury to expedite the
approval process for consequent implementation of the CAB memo with a view to
instituting transformative business turn around strategies to facilitate improvement of
solvency status of KBC.

Within three months after the adoption of this report, the MD and the Board of KBC submit
to the National Assembly, documented revenue generation and competition strategies
implemented intended to be implemented by the corporation in order to diversify its

revenue base and reduce over reliance on Government suppor,
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2.0 Fixed Assets.

397.

308,

The Committee heard that the Corporation did not maintain a fixed asset register. Although
the Corporation explained that the problem had been inherited from the Ministry of
Information and Broadcasting which did not hand over proper records of assets taken over
by the Corporation at its incorporation. In the absence of an appropriate fixed assets register,
it was not possible to confirm whether all fixed assets as repotted in the financial statements
reflected the fair values of fixed assets as at the balance sheet date.

Management Response:

The Management informed the Committee that during the financial year that ended 30th
June 2001, the Corporation did not maintain an asset register. However, that problem had

been resolved. The Corporation valued all its assets in November 2014 and developed assets

Tegister,

Committee observations

1L

The Corporation did not maintain a fixed asset register contrary to Section 43 of the Kenya
Broadcasting Corporation Act (Cap 221) which requires maintenance of proper books and
records of accounts of assets and Section 161 of the Public Procurement and Asset disposal
Act CAP 412C,

The Corporation indicated that the problem had been inherited from the Ministry of
Information and Broadcasting which did not hand over proper records of assets taken over

by the Cerporation at its incorporation.

Committee recommendations

Within three months upon adoption of this report, the Accounting Officer, KBC should
submit to the National Treasury and the Auditor-General the updated fixed asset register
detailing all the assets of the company with the respective details that needs to be disclosed
in the asset register in accordance with the disclosure requirements set by the National

Treasury and the Accounting standards Board.
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ii. The committes reprimands the Corporation Accounting Officer for the failure to maintain
a fixed assets register contrary to Section 43 of the Kenya Broadeasting Corporation Act
(Cap 221) which requires maintenance of proper books and records of accounts of assets
and Section 161 of the Public Procurement and Asset disposal Act CAP 412C.

3.0 Debtors

399, The Committee heard that, the debtors balance of Kshs.460,773,451 as disclosed in Note 5
to the financial statements include net trade debtors of Kshs.429,115,721 afier providing for
doubtful debts of Kshs. 132,551,088, Age analysis of Trade Debtors indicate that a total of
Kshs.369,002,626 or 80% are between 1 and 5 years old and 48% are over 5 years old. It has
not been possible to confirm whether the Corporation will be able to recover these debts.
Any additional provision that would have been necessary in relation to this uncertainty has

not been incorporated in these financial statements.

Management Response:

400. The Management informed the Committee that the debtors balance of Kshs 460,773,451
included staff debtors of Kshs 17,503,949 that were fully recovered by the following
financial year.

401, In order to manage debtors and collect outstanding debts efficiently, KBC management has
put in place the following strategies:

i) Developed and implemented a credit policy in 2008,

i) Utilize a panel of external debt collectors to collect overdue debts.

iii) Utilize a panel of external lawyers to follow up and take legal action on defaulting debtors.
iv) KBC legal department issuing notices to overdue debtors.

v) Five KBC staff that collect debts on a daily basis with a monthly individual target to be

met.
Committee observations

i.  The Corporation has not demonstrated the efforts made to recover the long outstanding
debts. Despite the explanation by the corporation management that they employed several
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debt management strategies including the formation of a debt recovery committee in 2005
to recover the debts, there was no evidence of any effective recovery.

i The bad debts provision made in the financial year 2003/2004 accounts by the Corporation
on the long outstanding debts appear to be inadequate.

Committee Recommendation

i The Accounting Officer - KBC should pursue the recovery of all the outstanding debts.

i Within threc months upon adoption of this report, KBC should submit comprehensive
progress report to the National Assembly and the Auditor-General detailing the recoveries
made.

Financial Year 2004/2005

L0 Going Concern

402. The Committee heard that, during the year under review, the Corporation realized a deficit
of Kshs. 1,487,298,332 (2004-Kshs, 1,489,786,321), which brought the cumulative deficit
to Kshs. 13,185,183,311 as at 30 June 2005. The balance sheet also reflects negative working
capital and net assets of Kshs. 9,518,601.298 and Kshs. 12,256,695,721, respectively.

403. Further, the corporation was unable to service its current maturity of a long-term
government loan of Kshs. 8,472,316,824 and could not remit Kshs. 296,210,178 in statutory
VAT to the Kenya Revenue Authority. The corporation is technically insolvent, and its
continued existence as a going concern is dependent upon the continued financial support of
its creditors and the government. The corporation attributes its poor performance to the fact
that it offers 68% of its operations to the public without generating any revenue and that its
equipment is old and dilapidated.

Management Response:

404. The management informed the Committee that it had addressed the audit query during the
financial year that ended on 30™ June,2001.

Committee observations
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The committee observed that the issue was deliberated in the committee report for the
financial year 2000/2001 and observed as follows

i.  The Kenya Broadcasting Corporation took a loan from the Overseas Economic Co-
operation Fund (OECF) Japan in 1989. The National Treasury has over the years serviced
on behalf of the corporation.

ii., The OECF Japan loan was received in the form equipment’s which were rendered
obsolete because of the liberalization of the electronic industry in Kenya in the 1990s
and the migration to FM radio transmission leading to the loss of value for money on the
investment. Arising from the foregoing, it meant that the Management of KBC did not
carry-out a proper Feasibilty study or there was laxity on those charged with governance
having approved the loan without due diligence.

iii. The Corporation was then unable to meets its tax obligation of Kshs189,412,509 of VAT
payable to KRA which had increased to Kshs. 296,210,178 in the year under review.
This was contrary to the provisions of the VAT Act CAP476.

Committes recommendations
The committee recommends that;

Within three months of adoption of the report, the Accounting officer-KBC should submit to the
National assembly and to the auditor General a comprehensive report with details of the payees
and the corresponding documentary evidence of settlement of the obligations relating to KRA. The
Auditor General should review and report the findings in the subsequent audit cycle,

1.0 Property Plant and Equipment

405. The Committee heard that, as had been previously reported, , the Corporation did not
maintain a register of its properties, plant and equipment. In the absence of an appropriate
fixed assets register, the Corporation was in breach of section 43 (1) of the KBC Act, Cap
221 which stipulated that the Board shall cause to be kept proper books and records of
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account of assets among other things. Under the circumstances, it was not possible to
confirm whether the carrying value of Kshs. 3,545,858, 382 reflected in the balance sheet was
fairly stated.

Management Response:

406. The management informed the committee that, that issue had been responded to in the vear

i1

that ended 30™ June, 2001.

Committee observations

1.

The Corporation did not maintain a fixed assets register contrary to Section 43 of the
Kenya Broadcasting Corporation Act (Cap 221) which requires maintenance of proper
books and records of accounts of assets and Section 161 of the Public Procurement and
Asset disposal Act CAP 412C.

The Corporation indicated that the problem had been inherited from the Ministry of
Information and Broadeasting which did not hand over proper records of assets taken over

by the Corporation at its incorporation.

Committee recommendations

Within three months upon adoption of this report, the Accounting Officer, KBC should
submit to the National Treasury and the Auditor-General the updated fixed asset register
detailing all the assets of the company with the respective details that needs to be
disclosed in the asset register in accordance with the disclosure requirements set by the
National Treasury and the Accounting standards Board.

The committee reprimands the Corporation Accounting Officer for the failure to maintain
a fixed assets register contrary to Section 43 of the Kenya Broadcasting Corporation Act
(Cap 221) which requires maintenance of proper books and records of accounts of assets
and Section 161 of the Public Procurement and Asset disposal Act CAP 412C.
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2.1 Generators

407. The Committee heard that, during the power crisis in the country in the year 2000, the
Corporation loaned five generators valued at Kshs.29 Million to KenGen following a request
by its Parent Mimistry that KBC assists in alleviating the temporary power crisis. Although
the crisis was long gone, the generators had e not yet been returmed to KBC. KBC had also
not been compensated for the generators in any way, No indication had been seen on how or

when these generators were likely to be returned or compensation for them received.
Management Response

408. The management informed the committec that that issue had been responded to in the year
that ended 30™ June, 2001.

Commitiee observations
The Committee observed that;

The Corporation at the direction of the Government loaned its five power generators valued at
Kshs. 29,000,000 to KENGEN to alleviate the power crisis during 2000/2001. However, the
generators had not been returned to the Corporation, despite several reminders and demands by
the Corporation to KENGEN, The Corporation had not done enough to follow on the return of the
generators and there was loss incurred in respect to the leaned generators wvalued at
Kshs. 29,000,000

Committee recommendations
The Committee Recommendations

Within three months after the adoption of this report, EACC to initiate investigations into how the
loaned generators to KENGEN were procured, whether there was any malpractices in the initial
procurement and that the generators were idle at the time of loaning and submit its findings to
DPP for a possible prosecution of those found culpable.
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3.0 Inaccuracies in the Financial Statements

409. The Committee heard that, the cash flow statement presented had some anomalies, notably,
a prior year adjustment of Kshs. 11,075,490,047 for which disclosure regarding nature and
period have not been made as required by 1AS 8.

410. Further, although the cash and cash equivalent shown in the balance sheet 15 Kshs,
132,416,177 as at 30 June -20035, the cashflow statement shows Kshs, 132,373,225 leading
to unexplained difference of Kshs. 42,952, Other anomalies noted during the andit were
differences between the ledger/financial statements balances and schedules presented for
audit as indicated below: -

Ttem Financial Statement/ | Ledger balance( kshs) | Difference (kshs)
Schedule
Balance(kshs)
Debtors 480,968,630 443,907,297 35,061,333
Cash and cash | 132,416,177 155,062,953 22,646,776
equivalents
411. Further review of the financial statements revealed that the deficit figure of

Kshs.13,145,273,368 shown in the statement of changes in equity as at 30 June 2005 differ
by Kshs.39,909,948 which has not been explained. In addition, the net loss in the Income
and Expenditure summary statement is Kshs_ 1,487,298,332 while the statement of changes
in equity reflects Kshs 1445549462 resulting in an unexplained difference of
Kshs.41,479,870. In view of the inaccuracies noted, I am unable to confirm the balances as

reported in these financial statements are fairly stated as at 30 June 2005.
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Management Response

412.

413.

414,

415.

416,

The management informed the Commuttee that, prior year adjustment of Kshs.
1,075,490,047 appearing in the cash flow statement relates to a change of the depreciation
policy of the Corporation from straight line method to reducing balance method with effect
from 1st July 1998 in line with [AS.

The difference in cash & cash equivalent between the cash flow statement and balance sheet
of kshs 42,952 was corrected. The difference in debtors of kshs 35,061,333 between the
financial statements and schedules was corrected.

The difference of kshs 22,646,776 between financial statements and schedules was
corredted.

The difference of kshs 39,909,948 in the deficit amount between the statement of changes in
equity and balance sheet was corrected.

The difference of kshs 41,478 870 in net loss between the income & expenditure statement
and statement of changes in equity was corrected.

Commitiee observations

The committee observed that there glaring inaccuracies in the financial statements,
However, although the accounting officer indicates that the errors were corrected, the point
in time when they were corrected and the documentary evidence of the corrections were
not submitted to the committee. Therefore, the errors might have remained uncorrected
and could have resulted from manipulation of financial records.

The explanation that a prior year adjustment of Kshs. 11,075,490,047 appearing in the cash
flow statement related to a change of the depreciation policy of the Corporation from
straight line method to reducing balance method with effect from 1st July 1998 in line with
IAS was unsatisfactory. Cashflow statements presents cash related items rather than non-

cash items as explained.
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Committee recommendations
The committee recommended that;

Within three months upon of this report, the Auditor-General should review the causes of
the anomalies, how they were corrected in the subsequent financial years, whether they
were deliberate/ intention and/or whether money may have been Jost and concealed as
errors by the accountants. The Auditor-General shall report the findings in the subsequent

Year Audit report.

4.0 THE OVERSEAS ECONOMIC CO-OPERATION FUND (OECF) - Japan Loan

417.

418.

The Commuttee heard that, the Corporation’s Balance Sheet as at 30 June 2015 reflected two
loans of Kshs 8,472,316,824 and Kshs. 6,284,352.806 from the Government of Kenya and
the Overseas Economic Corporation Fund (OECF) of Japan respectively which were also
disclosed in notes 9 and 10 to the financial statements. The OECF loan which had been
guaranteed by the Government in 1989 funded the Kenya Broadcasting Corporation’s
modernization programme, a project mooted out of a study by the Government in February
1988. Subsequently in 1991, the Corporation contracted a Japanese firm to undertake the
modernization project at a sum of Japanese Yen 11,904,566,500 with a Kenya Currency
portion of Kshs 98,507,000 both of which represented equipment supply and installation
under what was termed as package "A’".

The contract further included civil works under package 'B' at a cost of Kshs.251,500,000.
A physical verification of 7 out of 10 modernization stations, however, showed that nearly
50% of the equipment supplied are not in use though installed, and in some instances only
25% of installed capacity was being used with the result that the targeted radio coverage to
facihtate dissemination of government policies as envisaged in the study was not achieved.
Although the management explained that the superfluous equipment supply represented
standby equipment, the explanation is untenable considering that some of these have never
been used for over 10 years since their installation and may, with time, be rendered obsolete
and thus irrelevant due to rapid changes in radio communication technology. In view of the

foregoing the propriety of the expenditure ncurred on the modernization project of
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Kshs.8.472,316,824 (principal and interest) already settled by Government and the

contimued repayment of the loan by Government could not be ascertained.

Management Response:

419. The management informed the committee that, the issue had been responded to in the year
that ended30™ June 2001,

420. The management for the year ended 30" June 2001 indicated that the outstanding OECF
Japan loan was Kshs 7,543,422,121 as of June 30™ 2001. The medium-wave radio
transmitters that were procured with the proceeds of the OECF Japan loan are now obsolete
with the migration to FM radio transmission, which is efficient, high-quality, and cost-

effective.
Committee ohservations

. The OECF loan had been guaranteed by the Government in 1989 funded the Kenya
Broadcasting Corporation’s modemnization programme, a project mooted out of a study
by the Government in February 1988, However, arising from the status of the project, the
study might have been misleading.

1. Some of the equipment supplied were never used though installed, and in some instances,
only an msignificant capacity of the installations was being used. Therefore, the targeted
radio coverage to facilitate dissemination of government policies as envisaged in the
study was not achieved.

. Some of the superfluous equipment supplied were said to be standby equipment.
However, the explanation is untenable considering that some of these have never been
used for over 10 years since their installation and with time, have been rendered obsolete

and thus wrrelevant due to rapid changes in radio communication technology.
Committee Recommendations
i.  Within three months upon adoption of this report, the EACC should investigate the officers

involved in acquiring and approving the loan and those involved in the pre-requisite study
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by the Government in February 1988 with a view to establishing any economical crimes in
relation to providing misleading economic information for the officr’s own benefit or that
of a third party that led to the loss of the initial loan of Yen 15.441 billion, equivalent to
Ksh 8,287,588,398, Should any person/officer be found culpable, the DPP should initiate
legal action with a view to holding the responsible persons accountable for the financial
leakages! financial impropriety.

ii.  Within three months upon adoption of this report, the Accounting officer-KBC should
provide a comprehensive report to the National Assembly and the Auditor-General on the
status of the equipment’s, including their location and current economical value. The

Auditor-General shall review the report and report the findings in the subsequent audit
cycle.

Financial Year 2005/2006

1.0 Going Concern

421. The Committee heard that, during the year ended 30" June 2006, the Corporation realized a
deficit of Kshs.1,210,619,381 which brought the cumulative deficit to Kshs, 14,378,358,878.
The balance sheet also reflects negative working capital and net assets of
Kshs.10,577,699,127 and Kshs. 13,449,871,288 respectively. The Corporation was unable
to service its current maturity of G.0.K loan amounting to Kshs 9,658,787,226 and could
not remit statutory deductions to various bodies totalling Kshs. 100,603,528 exposing the
Corporation to fines and penalties which have not been provided for in these financial
statements. The corporation is technically insolvent and its continued existence as a going

conéem 15 dependent upon the financial support by its creditors and the Government.

Management Response

422. The management informed the Committee that, the matter was responded to in the year
ended 30™ June 2001.
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Committee observations

The Committee observed that, the issue of Going concern had been discussed in the previous years

report and the following observations made;

I.  The corporation’s corporate governance is considerably weak thereby exposing the
corporation to potential losses in addition to reputational and operational risks.

ii.  The Corporation is technically insolvent and its existence as a going concern is dependent
upon the support from the Government and its creditors. The financial position of the
Corporation is weak and if strategies are not put in place to reverse the position, the
Corporation may not be able to meet its financial obligations as and when they fall due.

iii.  Arising from consultancy services of Deloitte Kenya a Cabinet memo on transformation
of KBC was developed in 2015 and as of 2023 when the management appeared before the
Committee, the Memo was still awaiting Cabinet's approval. However, it was not certain

how long it would take to implement the recommendations of the memo,
Committee Recommendations

i Within three months after the adoption of this report, the MD KBC in collaboration with
the PS Broadcasting and Telecommunication and the PS National Treasury to expedite the
approval process for consequent implementation of the CAB memo with a view to
instituting transformative business turn around strategies to facilitate improvement of
solvency status of KBC.

i.  Within three months after the adoption of this report, the MD and the Board of KBC submit
to the MNational Assembly, documented revenue generation and competition strategies
implemented intended to be implemented by the corporation in order to diversify its

revenue base and reduce over reliance on Government support.

2.0 Stocks

423. The Committee heard that, stocks of Kshs.71,961,044 at 30" June, 2006 includes spare
parts valued at Kshs. 45,947,314 or 66% lying at Lang"ata transmission station. These spare

parts are mainly part of the 1991 Japanese loan for modernization project that has remained
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stagnant for many vears and are apparently obsolete because they were meant from medium
wave transmilters service which has since changed to FM. The management however, insists
that the spare parts are useful and therefore no specific provisions has been made in these
financial statements to recogmze the possibility of obsolescence of the spare parts and other
stocks. Consequently, it was not possible to express an opinion on the stocks balance of
Kshs.71.961,044 as at 30 June 2006.

Management Response

424. The management informed the Committee that the spare parts valued at Kshs.45,947 314
were meant for medium wave transmitters and are still usefil since not all radio
transmissions are done on FM. Modemization of radio stations from medium to FM is an
ongoing project and as at the present transmission in Wajir, Garissa, Marsabit, Maralal,

Ngong and Kapsimotwa are still on medium wave,
Committee ohservation
The Committee observed that:

The obsolete spare parts were useful for transmission in Wajir, Garissa, Marsabit, Maralal, Ngong
and Kapsimotwa which were still on medium wave and that part of the obsolete stock was
tecognized m the annual accounts for the year ended 30™ June 2007. However, there was no
evidence of the disposal process of the obsolete stock or the issuance of the useful transmission

spare parts to the stated stations,
Committee Recommendations

Within three months upon the adoption of this report, the Accounting Officer of KBC should
constitute a disposal Committee to identify and verify all unserviceable, obsolete and surplus assets
and recommend the best method of disposal in compliance with the Public Procurement and Asset
Disposal Act CAP 412C. comprehensive report on the same to be submitted to the National
Assembly and the Auditor-General.
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3.0 Overseas Economic Cooperation Fund (OECF)-Japan Loan

425.

426.

The Committee heard that, the Corporation’s Balance Sheet as at 30™ June, 2006 refleeted
two loans of Kshs. 6,284,352,806 and Kshs.9,658,787,226 from Overseas Economic
Cooperation Fund (OECF) of Japan and Government of Kenya respectively which are also
disclosed in notes 9 and 10 to the financial statements. The OECF Loan which was
guaranteed by the Government in 1989 funded Kenya Broadcasting Corporation
modernization programme, a project mooted out of a study by Government in February
1988, Subsequently in 1991, the corporation contracted a Japanese firm to undertake the
modernization project at a sum of Japanese Yen 11,904,566,500 with a Kenyan portion of
Kshs.98,507,000 both of which represented equipment supply and installation under what
was termed as package ‘A’. The contract further included civil works under package 'B" at
a cost of 251,500,000. A physical verification of 7 out of 10 modernization stations however
showed that nearly 50% of the equipment supplied are not in use though installed and in
some instances only 25% of the installed capacity was being used with the result that the
targeted radio coverage to facilitate dissemination of Government policies as envisaged in
the study was not achieved. Although management explained the superfluous equipment
supply represented standby equipment, the explanation is untenable considering that some
of these have never been used for over ten years since their installation and may, with time
be rendered obsolete and thus irrelevant due to rapid changes in radio communication
technology. In view of the foregoing, the propriety of the expenditure incurred in the
modernization project of Kshs.9,658,787,226 (Principal and interest) already settled by the
Government and the continued repayment of the loan by the government could not be

ascertained.

Management Response

The management informed the Committee that, the issue was responded to in the year ended
30™ June, 2001.
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Committee observations

The committee observed that the matter was discussed in the previous vear and the following

observations and recommendations made:

111,

The OECF loan had been guaranteed by the Government in 1989 funded the Kenya
Broadcasting Corporation’s modernization programme, a project mooted out of a study by
the Government in February 1988, However, arising from the status of the project, the
study might have been misleading.

Some of the equipment supplied were never used though installed, and in some instances,
only an insignificant capacity of the installations was being used. Therefore, the targeted
radio coverage to facilitate dissemination of government policies as envisaged in the study
was not achieved.

Some of the superfluous equipment supplied were said to be standby equipment. However,
the explanation is untenable considering that some of these have never been used for over
10 years since their installation and with time, have been rendered obsolete and thus

irrelevant due to rapid changes in radio communication technology.

Committee Recommendations

L

Within three months upon adoption of this report, the EACC should investigate the officers
mvelved in acquiring and approving the loan and those involved in the pre-requisite study
by the Government in February 1988 with a view to establishin g any economical crimes in
relation to providing misleading economic information for the officr’s own benefit or that
of a third party that led to the loss of the initial loan of Yen 15.441 billion, equivalent to
Ksh 8,287,588,398. Should any person/officer be found culpable, the DPP should initiate
legal action with a view to holding the responsible persons accountable for the financial
leakages/ financial impropriety.

Within three months upon adoption of this report, the Accounting officer-KBC should
provide a comprehensive repart to the National Assembly and the Auditor-General on the

status of the equipment, mcluding their location and current economical value. The
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Auditor-General shall review the report and report the findings in the subsequent audit
cyele.

4.0 Property Plant and Equipment

4.1 Generators

427. The Committee heard that, as had been previously reported, during the power crisis in the
country in 2000, the Corporation loaned five generators to KenGen valued at Kshs.29
Million following a request by its parent ministry that KBC assist in alleviating the
temporary power crisis. Although the crisis was long gone, the generators had not yet been
returned to KBC. KBC had also not been compensated in any way. No indication had been
given as to how or when these generators were likely to be returned or compensation for

them received.
Management Response:

428. The management informed the committee that, the issue had been responded to in the year
that ended 30% June 2001.

Committee observations
The Committee observed that;

The Corporation at the direction of the Government loaned its five power generators valued at
Kshs.29,000,000 to KENGEN to alleviate the power crisis during 2000/2001. However The
generators had not been returned to the Corporation, despite several reminders and demands by
the Corporation to KENGEN. The Corporation had not done enough to follow on the return of the
generators and there was loss incurred in respect to the loaned penerators valued at
Kshs. 29,000,000
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Committee recommendations
The Committee Recommendations

Within three months after the adoption of this report, EACC to initiate mvestigation into how the
loaned generators to KENGEN were procured, whether there was any malpractices in the initial
procurement and that the generators were idle at the time of loaning and submit its findings to DPP

fur a possible prosecution of those found culpable.
3.0 Inaccuracies in the Financial Statements

429. The Committee heard that, the audit verification of the end of the year balances revealed
differences between the financial statements and schedules presented for audit as indicated

below:
o] orting  Schedule
PP B e Difference
Balance Financial Statement
Item [shs. Balance Kshs. Kshs.
| Debtors 478,711,197 472 828,015 (5.882,282)
Cash and Cash
Equivalents 376,663,408 416,174,412 39,511,004
Stocks 71,961,044 68,717,904 (3,243 1400

430. Further the cash flow statement reflects a prior year adjustment of Kshs.1,506,803,506
whose nature and period of the adjustment has not been disclosed and explained by
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management. Under circumstances, it was not possible to confirm the correctness and
accuracy of the above balances in these financial statements as at 30 June 2006.

Management Response

431, The management informed the committee that, the difference in debtors of Kshs. (5,882,282)
between financial statements and supporting schedules was corrected.

Committee observations

i, The committee observed that there glaring inaccuracies in the financial statements. However,
although the Accounting officer indicates that the errors were corrected, the point in time
when they were corrected and the documentary evidence of the corrections were not
submitted to the committee. Therefore, the errors might have remained uncorrected and

could have resulted from manipulation of financial records.
Committee recommendations
The committee recommended that;

Within three months upon of this report, the Auditor-General should review the causes of the
anomalies, how they were corrected in the subsequent financial years, whether they were
deliberate/ intention and/or whether money may have been lost and concealed as errors by the
accountants. The Auditor-General shall report the findings in the subsequent Year Audit report.

6.0 Budgetary control

432, The Committee heard that, the corporation overspent its budgetary provision by
Kshs.1,298,014,923 or 263% in ten (10) items of expenditure for which Kshs.492,837,000
was provided. Although the management has explained that the corparation was faced with
operational instability due to inflation in the oil industry, necessary approvals from the parent
Ministry and the Treasury were not obtained contrary to the provisions of section 12 of the
State Corporations Act {Cap 446). The Corporation was, therefore in breach of the law.
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Management Response:

433. The management informed the Committed that, the excess expenditure was due to the
operational instability due to inflation in the oil industry. However, measures had since been
taken to ensure that expenditures were within the budget. The Management further informed

that KBC’s annual budgets were consistently approved by Treasury on time.
Committee observations

The commiitee observed that KBC was in breach of Section 12 of the State Corporations Act
Cap.446 which states that no state corporation shall, without the prior approval in writing of the
Minister and the Treasury, incur any expenditure for which provision has not been made in an

anrual estimate prepared and approved in accordance with section 11,
Committee recommendations
The committee recommended that;

The Committee reprimands the then Accounting Officer for the breach of Section 12 of the State
Corporations Act Cap.446 which states that no state corporation shall, without the prior approval
m writing of the Minister and the Treasury, incur any expenditure for which provision has not been

made m an annual estimate prepared and approved in accordance with section 11,
7.0 Procurement Procedures

434. The Committes heard that, in August 2000, The Corporation contracted a firm to supply
station indent accessaries for the metro TV logo at a negotiated price of Kshs. 155,000 per
indent with the total cost amounting to Kshs. 1,940,000. The contract was single-sourced as
no quotations from other suppliers were invited. Further, available evidence shows that the
quoted amount of Kshs. 155,000 for each indent was grossly inflated especially in view of
the fact that on 15 September 2000, the Corporation bought 3 indents from another supplier
at a cost of Kshs.145,410 which translated to Kshs 48,470 per indent leading to a price
differential of Kshs. 106,530 for each indemt, which management has not explained.
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Subsequently, an inspection carried out in March 2006 revealed that while payments
totalling Kshs. 1,940,000 were made by the corporation in respect of Metro TV Logo indents,
only deliveries for a value of Kshs.735,000 were received by the Corporation resu lting in a
difference of Kshs.1,250,000. Although the Inspector General of State Corporations
recommended it his report of March 2006, that is surcharge and recovery of Kshs. 1,205,000
be made from the former Managing Director and others, no such recovery has been made 1o
date.

Management Response:

435, The management informed the Committee that, the officer who handled this matter of
procuring the Metro TV Logo indents was disciplined by being demoted. Subsequently, the
officer left the Corporation.

Commitiee observations

The committee observed that;

i The supply of the indents was single-sourced.

ii.  The quoted price of Kshs.155,000 for each indent was grossly inflated in that on 15
September 2000, there were 3 indents acquired from another supplier at a price of
Kshs.48 470 per indent leading to a price differential of Kshs. 106,530 for each indent.

jii.  Although KBC made payments totalling Kshs.1,940,000 in respect of Metro TV Logo
indents, only deliveries for a value of Kshs.735,000 were received by the Corporation
resulting in a difference of Kshs, 1,250,000.

iv.  The Inspector General of State Corporations had recommended in his report of March
2006, that is surcharge and recovery of Kshs. 1,205,000 be made from the former Managing

Director and others, no such recovery has been made to date.
Committee recommendations

The committee recommended that;
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L. Within three months upon adoption of this report, the Accounting officer- KBC should
surcharge and recover Kshs.1,205,000 from the then former Managing Director, supplier
and others involved in the irregularity,

. Within three months upon adoption of this repart, the EACC should investigate the
conduct of the procurement officer and others involved in the procurement process of the
indents with a view to establishing any economic crimes perpetuated by the officers with
respect to single sourcing and inflation of the indent prices by Kshs.1 06,530. Should any
personfofficer be found culpable, the DPP should initiate legal action with a view to
holding  the responsible persons accountable for the financial leakages’ financial
impropriety.

Financial Year 2006/2007

1.0 Going Concern

436. The Committee heard that, the balance sheet as at 30™ June, 2007 reflected a negative
working capital of Kshs.12,228,224,797 and a negative net worth of Kshs.14,926,450,080.
Further, the income and expenditure account showed a deficit of Kshs, | A51,987,502 (2006-
Kshs.1,210,619,381), which brought the cumulative deficit to Kshs.15,854,937.670. The
Corporation was unable to service its current maturity of G.O.K loan amounting to
Kshs.11,113,110,675 and could not remit statutory deductions totaling Kshs. 113,587 425 to
various institutions thus exposing the Corporation to fines and penalties which had not been
provided for in these financial statements. The Corporation was therefore technically
msolvent and its continued existence as a going concern is dependent upon the financial
support by its creditors and the Government.

Management Response

437. The management informed the committee that, the issue had been responded to in the year
that ended 30" June, 2001.

Commitiee observations
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The Committee observed that, the issue of Going concern had been discussed in the previous years
report and the following observations made;

i, The corporation’s corporate governance is considerably weak therchy exposing the
corporation to potential losses in addition to reputational and operational risks,

ii.  The Corporation is technically insolvent and its existence as a going concern is dependent
upon the support from the Government and its creditors. The financial position of the
Corporation is weak and if strategies are not put in place to reverse the position, the
Corporation may not be able to meet its financial obligations as and when they fall due.

ii.  Arising from consultancy services of Deloitte Kenya a Cabinet memo on transformation
of KBC was developed in 2015 and as of 2023 when the management appeared before the
Committee, the Memo was still awaiting Cabinet’s approval. However, it was not certain

how long it would take to implement the recommendations of the memo.

Committee Recommendations

i Within three months after the adoption of this report, the MD KBC in collaboration with
the PS Broadcasting and Telecommunication and the PS National Treasury to expedite the
approval process for consequent implementation of the CAB memo with a view to
instituting transformative business turn around strategies to facilitate improvement of
solvency status of KBC,

{i.,  Within three months after the adoption of this report, the MD and the Board of KBC submit
to the National Assembly, documented revenue generation and competition strategies
implemented intended to be implemented by the corporation in order to diversify its

revenue base and reduce over reliance on Government support.

2.0 Inaccuracies in the Financial Statements

438. The Committee heard that, the audit of the financial statements balances as at 30" June,
2007 had revealed unreconciled variances between the financial statements balances and

supporting schedules balances were as follows: -
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Item Supporting Financial statement | Variance(kshs)
schedule balance(kshs)

l halance(kshs)

i !
Net trade debtors 553,444 614 455,907,876 97,536,338
Cash and cash | 77,877 882 61,385,597 16,492,285
tquivalent at end year
Stocks 1,466,159,735 210,119,990 1,256,039,745

439. No efforts have been made by management to reconcile the two sets of records. In the
circumstances, it was not possible to confirm the accuracy of the above balances reflected in

the financial statements as at 30 June 2007,
Management Response

440. The management informed the Commitiee that, the difference of Kshs. 97,536,338 between
financial statements and supporting schedules was corrected. That the difference of Kshs
16,492,285 between statements and supporting schedules had also been corrected.

441. The difference of Kshs. 1,256,039.745 in stocks between financial statements and

supporting schedules was corrected.

Committee observations

The committee observed that there were glaring inaccuracies in the financials statements.

However, although the Accounting officer indicates that the errors were corrected, the point in
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time when they were corrected and the documentary evidence of the corrections were nol
submitted to the committee, Therefore, the errors might have remained uncorrected and could have

resulted from manipulation of financial records.
Committee recommendations
The committee recommended that;

Within three months upon of this report, the Auditor-General should review the causes of the
anomalies, how they were corrected in the subsequent financial years, whether they were
deliberate/ intention and/or whether money may have been lost and concealed as errors by the
accountants. The Auditor-General shall report the findings in the subsequent Year Audit report,

3.0 Cash and Bank Balances

442. The Committee heard that, included in the balance sheet cash and cash equivalents balance
of Kshs. 210,119,990 as at 30" June 2007 are KCB bank account balances for Nakuru,
Kisumu, Maralal and Eldama Ravine of Kshs.17,413,290.90, Kshs.12.045.95,
Kshs.23,957.05 and Kshs.4,151.95 whose cash books were not produced for audit
verification. Further, the cash and cash equivalents balance includes Central Bank Account
No. 0300079001 cash book balance of Kshs.18,102,127.45 Dr which was at variance with
the bank reconciliation statement balance of Kshs.10,130,817.30 Dr by an unreconciled
amount of Kshs.7,971,310.15, Under the circumstances it was not possible to confirm the
accuracy and validity of the cash and cash equivalents balances of Kshs.210,119,990 as at
30% June, 2007,

Management Response:

443, The management informed the Committee that, the KCB bank accounts for Nakuru, Kisumu,
Maralal and Eldama Ravine were opened to serve KBC's district offices in -the mentioned
stations. The cash books of the stated were later availed for audit verification. KBC has no
account at the Central Bank of Kenya but the mentioned account is at Citibank NA, which
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15 the Corporations main account. The un-reconciled amount of Kshs 7,971,310.15 was

reconciled and the balances harmonized.
Committee observations

1. The committee observed that KBC had no account at the Central Bank of Kenya instead it
was at Citibank and the bank reconciliation was prepared and balances harmonized.
However, there was no documentary evidence that the cash book balance which was at

variance with the bank reconciliation statement was eventually reconciled.

ii.  The cash books for Nakuru, Kisumu, Maralal and Eldama Ravine were not availed for audit
verification as at the time of audit contrary to Section 68(2)(k) of the PFM Act Cap 4124
by providing supporting documentation to the Auditors General on time.

Committee recommendations
The committee recommends that;

Within three months upon of this report, the Auditor-General should review the bank accounts
maintained by the entity and identify whether the Central Bank Account No. 0300079001 existed
and the cause of the unreconciled cashbook and bank statement balance. The Auditor-General shall
report the findings in the subsequent Year Audit report.

L The Accounting Officer KBC should ensure compliance with Section 68(2)(k) of the PFM
Act Cap 412A by providing supporting documentation to the Auditors General on time.

Financial Year 2007/2008

1.0 Going Concern

444. The Committee heard that, during the year under review, the Corporation had realized
realized a deficit of Kshs.425,144,997 (2007 Kshs.1,451987,502), which brought the
cumulative deficit to Kshs. 16,280,082 666 as at 30 June 2008, In addition, the balance sheet
reflected a negative working capital of shs.12623,781,846 and a negative net worth of
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Kshs.15,351,595,076. Further, the Corporation had been unable to service its current
maturity of G.O.K loan amounting to Kshs.12,459,366,792 and remit statutory deductions
totalling Kshs.362,899,152 to various institutions as disclosed in Note 10 to the financial
statements. The Corporation to fines and penalties which have not been provided for in these
financial statements.

445. The Corporation was therefore technically insolvent and its continued existence as a going

concern was dependent upon the financial support of its creditors and Government.

Management Response

446. The management informed the committee that, the issue had been responded to in the year
that ended 30™ June, 2001.

Committee observations

The committec observed that the issue was deliberated in the committee report for financial year

2000/2001 and observed as follows

i, The Kenya Broadcasting Corporation took a loan from the Overseas Economic Co-
operation Fund (OECF) Japan in 1989. The National Treasury has over the years serviced
on behalf of the corporation.

ii. The OECF Japan loan was received in the form equipment’s which were rendered
obsolete because of the liberalization of the electronic industry in Kenya in the 1990s
and the migration to FM radio transmission leading to the loss of value for money on the
investment. Arising from the foregoing, it meant that the Management of KBC did not
carry-out a proper Feasibilty study or there was laxity on those charged with governance
having approved the loan without due diligence.

iii. The Corporation was then unable to meets its tax obligation of Kshs189,412,509 of VAT
payable to KRA which had increased to Kshs, 362,899,152 in the year under review. This
was contrary to the provisions of the VAT Act CAP476.
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Committee recommendations

The committee recommends that;

Within three months upon adoption of the report, the Accounting officer-KBC should submit to

the National assembly and to the auditor General a comprehensive report with documentary

evidence of settlement of the obligations relating to KRA. The auditor General should review and

report the findings in the subsequent audit eycle.

1.0 Property, Plant and Equipment

447,

448,

The Committee heard that, the Corporation did not maintain a fixed assets register to record
its property, plant and equipment. Further, and as disclosed in Note 12 to the financial
statements, the values of land and buildings had been combined and subjected o 2%
depreciation, resulting in a net value of Kshs 875,993,125 as at 30 June 2008 contrary to the
[nternational Accounting Standard No. 16 on property, plant and equipment which required
items with significant cost to be depreciated separately, Further, the property, land and
equipment balance of Kshs.3,284,331,627 excluded undermined the value of 6 parcels of
land in unadjudicated areas, 6 others in unsurveyed areas, 4 others in forest reserve, 3 others
under dispute and 2 others with allotment letters but whose title documents were not made
available for audit review.

Although indications were that the Corporation had made several attempts to the Ministry
of Lands to have the above issues resolved and title documents obtained, limited success
appeared to have been achieved. In the circumstances, it was not possible to confirm the
ownership and55 fair presentation of property, plant and equipment balance of
Kshs.3,284,331,627 as at 30% June 2008,

Management Response

449,

The management informed the committee that, the of land and buildings had since been
separated and depreciated individually in order to comply with the International Accounting
Standard No. 16 on Plant, Property and Equipment.
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450. The values of 6 parcels of land in unadjudicated areas, 6 in unsurveyed areas, 4 others in

forest reserve, 3 others under dispute and 2 others in with allotment letters, had then been

incorporated in the financial statements.

Committee observations

il

The Corporation did not maintain a fixed assets register contrary to Section 43 of the Kenya
Broadcasting Corporation Act (Cap 221) which requires maintenance of proper books and
records of accounts of assets and Section 161 of the Public Procurement and Asset disposal
Act CAP 412C.

The Corporation failed to comply with the International Accounting Standard No. 16 on
property, plant and equipment by subjecting the land to 2% depreciation.

The Corporation had undermined the value of 6 parcels of land in unadjudicated areas, 6
others in unsurveyed areas, 4 others in forest reserve, 3 others under dispute and 2 others

with allotment letters. All these did not have title deeds or ownership documents.

Committee recommendations

11

111,

Within three months upen adoption of this report, the Accounting Officer, KBC should
submit to the National Treasury and the Auditor-General the updated fixed asset register
detailing all the assets of the company with the respective details that needs to be disclosed
in the asset register in accordance with the disclosure requirements set by the National
Treasury and the Accounting standards Board.

The committee reprimands the Corporation Accounting Officer for the failure to maintain
a fixed assets register contrary to Section 43 of the Kenya Broadcasting Corporation Act
{Cap 221) which requires maintenance of proper bocks and records of accounts of assets
and Section 161 of the Public Procurement and Asset disposal Act CAP 412C.

Within three months upon adoption of this report, the Accounting Officer-KBC in
collaboration with the National Land commission should expedite the processing of the
Corporation's title deeds for all the parcels of land owned by KBC.
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Financial Year 2008/2009

1.0 Going Concern

451.

452,

453,

The Committee heard that, as was in the previous year, the Corporation had realized a deficit
of Kshs.2,129,372,052(2008-Kshs. 425, 144.997) which brought the cumulative loss to
Kshs.18,633,415,452 as at 30 June 2009, In addition, the Balance Sheet reflected a negative
working capital of Kshs. 115,595,339,223 and negative net worth of Kshs. 17,704,927 862,
Further and as had been previously reported, the Corporation was unable during the year to
service the Government of Kenya loan amounting to Kshs.15,301,681,918 or remit statutory
deductions totaling Kshs. 464,648 454 to various agencies as disclosed in Note 10 to the
financial statements, thus it exposed itself to likely fines and penalties. The Corporation
therefore technically insolvent and its continued existence as a going concern was dependent

upon the financial support of its creditors and the Government.
Management Response

The management informed the committee that, the issue had been responded to in the year
that ended 30™ June, 2001.

Committee observations

The committee observed that the issue was deliberated in the committee repont for financial year
2000:2001 and observed as follows

The Kenya Broadcasting Corporation took a loan from the Overseas Economic Co-
operation Fund (OECF) Japan in 1989. The National Treasury has over the vears serviced
on behalf of the corporation,

The OECF Japan loan was received in the form equipment’s which were rendered obsolete
because of the liberalization of the electronic industry in Kenya in the 1990s and the
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ii.

migration to FM radio transmission leading to the loss of value for money on the
investment. Arising from the foregoing, it meant that the Management of KBC did not
carry-out a proper Feasibilty study or there was laxity on those charged with governance
having approved the loan without due diligence,

The Corporation was then unable to meets its tax obligation of Kshs189,412,509 of VAT
payable to KRA which had increased to Kshs, 464,648,454 in the yvear under review. This
was contrary to the provisions of the VAT Act CAP476.

Committee recommendations

The committee recommends that;

Within three months upon adoption of the report, the accounting officer-KBC should submit to the

National assembly and to the auditor General a comprehensive report with documentary evidence

of settlement of the obligations relating to KRA. The auditor General should review and report the

findings in the subsequent audit cyele.

1.0 Property, Plant and Equipment

454, The Committes heard that;

il

As had been previously reported the Corporation did not during the year maintain a Fixed
Assets Register for its property, Land and Equipment. Further, and as disclosed in Note 12
to the financial statements, the values of land and buildings had not been combined and
subjected to a 2% depreciation, resulting in a net value of Kshs 858,973 435 The treatment
ofthis class of assets was , as similarly observed in 2007/2008,contrary to the International
accounting Standards no.16 which required items with significant cost to be depreciated
separately and be adequately provided for. Although the management had explained that a
consultant had been contracted in April, 2008 to carry out a detailed valuation report was
seen as at the date of this report.

Further, the Property, Plant and Equipment balance of Kshs 3,130,341,695 excluded
undetermined the value of é parcels of land in unadjudicated areas, 6 in unsurveyed areas,

4 in a forest reserve,3 under dispute and 2 others with allotment letters but whose title
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1.

documents were not available. Although indications were that the Corporation had made
several attempts at the Ministry of Lands to have the above issues resolved and the title
documents obtained, minimal success appeared to have been achieved.

In July 2000, the Corporation made an arrangement with Kenya Electricity Generating
Company Ltd (KenGen) whereby the Corporation loaned the Company 5 generators which
were subsequently installed at Jomo Kenyatta, Kenyatta and Nairobi Universities under an
Emergency Power Supply Project. The 5 generators with an estimated value of Kshs. 29
million are part of the Corporation’s portfolio of assets. However, no compensation for use
of the generators appears to have been paid to the Corporation during the year which raises

the 1ssue of how the sets will be replaced as per their useful life.

455, In the circumstances, it had mot been possible to confirm the balance of Kshs.

3,130,341,696.00 under Property, Plant and Equipment as at 30" June, 2009,

Management Response

436. The Management informed the Committee that this issue had been responded to in the year

that ended 30™ June 2001 and 30" June 2008,

Committec observations

1l

The Corporation did not maintain a fixed assets register contrary to Section 43 of the Kenva
Broadcasting Corporation Act (Cap 221) which requires maintenance of proper books and
records of accounts of assets and Section 161 of the Public Procurement and Asset disposal
Act CAP 412C.

The Corporation failed to comply with the International Accounting Standard No. 16 on
property, plant and equipment by subjecting the land to 2% depreciation.

The Corporation had undermined the value of 6 parcels of land in unadjudicated areas, 6
others in unsurveyed areas, 4 others in forest reserve, 3 others under dispute and 2 others

with allotment letters. All these did not have title deeds or ownership documents.
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Committee recommendations

ii.

iil.

Within three months upon adoption of this report, the Accounting Officer, KBC should
submit to the National Treasury and the Auditor-General the updated fixed asset register
detailing all the assets of the company with the respective details that needs to be disclosed
in the asset register in accordance with the disclosure requirements set by the National
Treasury and the Accounting standards Board.

The committee reprimands the Corporation Accounting Officer for the failure to maintain
a fixed assets register contrary to Section 43 of the Kenya Broadcasting Corporation Act
(Cap 221) which requires maintenance of proper books and records of accounts of assets
and Section 161 of the Public Procurement and Asset disposal Act CAP 412C.

Within three months upon adoption of this report, the Accounting Officer-KBC in
collaboration with the National Land commission should expedite the processing of the

Corporation’s title deeds for all the parcels of land owned by KBC.

3.0 Debtors

457.

458,

The Committee heard that, the debtors account reflects a balance of Kshs 682,797,245 while
the supporting documents show a figure of Kshs.1,070,774,894. The difference of Kshs.
3%7.977.649.00 between the two sets of records has not been reconciled or explained.
Although the management has explained that the variance was caused by misspostings
during the change over from the old accounting system to the new one and that a
reconciliation between the two balances was in progress, it has not however been clarified
as to when the exercise will be concluded.

In the circumstance, it has not been possible to confirm the accuracy of the debtors’ balance
of Kshs.682, 797,245 as at 30" June 2009.
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Management Response

459, The management informed the Committee that, the difference in debtors of Kshs.
387,977,649 between financial statements and supporting schedules was reconciled and

cormrected,
Committee observations

The committee observed that there were glaring inaccuracies in the financial statements. However,
although the accounting officer indicates that the errors were corrected, the point in time when
they were corrected and the documentary evidence of the corrections were not submitted to the
committee. Therefore, the errors might have remained uncorrected and could have resulted from

manipulation of financial records.
Committee recommendations
The committee recommends that;

Within three months upon of this report, the Auditor-General should review the causes of the
anomalies, how they were corrected in the subsequent financial years, whether they were
deliberate/ intention and/or whether money may have been lost and concealed as errors by the

accountants. The Auditor-General shall report the findings in the subsequent Year Audit report.

Financial Year 20092010

1.0 Going Concern

460. The Committee heard that, as it had been in the previous year, the corporation recorded a
defict of Ksh. 2,580,296,065 (2009- 1,129,372,052 raising the cumulative losses to Ksh.
21,281,455,011 as at 30 June 2010, Further, the statement of financial position reflected a
negative working of Ksh.19,180,565,282 and a negative net worth of Ksh. 20,352,967.421.
In addition, and as reported in 2008/2009 the had been unable was unable during the year,
to service a government of Kenya loan of Ksh.18,762,914,845 or remit statutory deductions
totalling Ksh 513,148,148 to various agencies as disclosed in note 10 to the financial
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statements. The corporation was therefore technically insolvent and its continued existence
as a going concern was dependent upon the financial support of the government and

creditors.

Management Response:

461. The management informed the committee that, the issue had been responded to in the year
that ended 30™ June, 2001,

Committee observations

The committee observed that the issue was deliberated in the committee report for financial year
2000/2001 and observed as follows;

i. The Kenya Broadcasting Corporation took a loan from the Overseas Economic Co-
operation Fund (OECF) Japan in 1989. The National Treasury has over the years serviced
on behalf of the corporation.

ii, The OECF Japan loan was received in the form equipment’s which were rendered obsolete
because of the liberalization of the electronic industry in Kenya in the 1990s and the
migration to FM radio transmission leading to the loss of value for money on the
investment. Arising from the foregoing, it meant that the Management of KBC did not
carry-out a proper Feasibility study or there was laxity on those charged with governance
having approved the loan without due diligence.

iii. The Corporation was then unable to meets its tax obligation of Kshs189,412,509 of VAT
payable to KRA which had increased to Kshs. 513,148,148 in the year under review. This
was contrary to the provisions of the VAT Act CAP476.
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Committee recommendations

The committee recommends that;

Within three months upon adoption of the report, the Accounting officer-KBC should submit to

the Mational assembly and to the auditor General a comprehensive report with documentary

evidence of settlement of the obligations relating to KRA. The auditor General should review and

report the findings in the subsequent audit cycle.

2.0 Property, Plant and Equipment

462.

463.

464,

The Committee heard that, similar to the previous year, the Corporation did not in 2009-
2010 maintain a Fixed Assets Register for the Property, Plant and Equipment. Further, and
as had been disclosed in Note 15 to the financial statement , the values of land and buildings
have been combined and subjected to a 2% depreciation, resulting in a net value of
Ksh. 848,766,138, The treatment of this class of assets is as similarly observed in
2008/2009, contrary to the International Accounting Standard No 16 which requires that
items with significant cost be depreciated separately and be adequately provided for.

The Property, Plant and Equipment balance of Kshs. 3,093,992 523 excludes undetermined
value of 6 parcels of land in unadjudicated areas , 6 in unsurveyed areas .4 in a forest
reserve , 3 under dispute and 2 others with allotment letters but whose ownership
documents were not available . Although as in the previous year indications are that the
corporation has made attempts at the ministry of lands to have the above issues resolved
, no meaningful progress appears to have been achieved in this regard, as at 30® June,
2010.

In July 2000, the Corporation made an arrangement with Kenya Electricity Generating
Company Ltd (KenGen) whereby the Corporation loaned the Company 5 generators, which
were subsequently installed at Jommo Kenyatta, Kenyatta and Nairobi Universities under an
Emergency Power Supply PROJECT. The generators with an estimated value of Kshs. 29
million are part of the Corporations portfolio of assests. However, and as observed in the

previous year, no compensation for the use of the generators appears to have been paid to
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465.

466,

467,

the Corporation during the vear under review and no explanation has been provided for the
anomaly.

On 20" May 2010, the Corporation received from a supplier, a transmitter equipment,
Turnkey Encoding system valued at 171.498 Euros (equivalent to Kshs. 17,000,000} as part
of its additional equipment during the year.

However the value of Kshs. 17,000,000 does not appear to have been incorporated in the
Property, Plant and Equipment balance of Kshs. 3,093,0992,523 as at 30" June 2010.

In the circumstances, it has not been possible to confirm that the balance of Kshs.
3,093,0992,523 under Property, Plant and Equipment as at 30™ June is fairly stated.

Management Response:

468,

The management informed the Committee that, the issue had been responded to in the year
that ended 30® June, 2001 and 30" June, 2008,

Committee observations

ii.

iii.

The Corporation did not maintain a fixed assets register contrary to Section 43 of the Kenya
Broadcasting Corporation Act (Cap 221) which requires maintenance of proper books and
records of accounts of assets and Section 161 of the Public Procurement and Asset disposal
Act CAP 412C.

The Corporation failed to comply with the International Accounting Standard No. 16 on
property, plant and equipment by subjecting the land to 2% depreciation.

The Corporation had undermined the value of 6 parcels of land in unadjudicated areas, 6
others in unsurveyed areas, 4 others in forest reserve, 3 others under dispute and 2 others

with allotment letters. All these did not have title deeds or ownership documents.
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Committee recommendations

e

Within three months upon adoption of this report, the Accounting Officer, KBC should
submit to the National Treasury and the Auditor-General the updated fixed asset register
detailing all the assets of the company with the respective details that needs to be disclosed
in the asset register in accordance with the disclosure requirements set by the National
Treasury and the Accounting standards Board.

The committee reprimands the Corporation Accounting Officer for the failure to maintain
a fixed assets register contrary to Section 43 of the Kenya Broadcasting Corporation Act
(Cap 221) which requires maintenance of proper books and records of accounts of assets
and Section 161 of the Public Procurement and Asset disposal Act CAP 412C.

Within three months upon adoption of this report, the Accounting Officer-KBC in
collaboration with the National Land commission should expedite the processing of the
Corporation’s title deeds for all the parcels of land owned by KBC,

3.0 Debtors

469,

470,

The Committee heard that, the financial statements reflect a debtor's balance of Kshs.
731,558,962, while the supporting documents show a figure of Ksh 663,146,667, resulting
n an unreconciled difference of Ksh 68,412,295 Although as similarly reported in 2008
{2009, the management has explained that the variance was caused by mispostings during
the change over from the old accounting system to the new one, and that a reconciliation
between the two balances was in progress, it has not however been clarified as to when the
issue would be resolved. In the circumstances, it has not been possible to confirm the
accuracy of the debtor’s balance of Ksh. 731,558,962 as at 30" June 2010.

Management Response:

The management informed the Committee that, the difference of Kshs. 68,412,295 in the
debtors between the financial statements and supporting schedules arose out of misposting
during the change over from the old accounting system to SYSPRO financial software. The

figure has since been reconciled and corrected.
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Committee observations

The committee observed that there were glaring inaccuracies in the financial statements. However,
although the Accounting officer indicates that the errors were corrected, the point in time when
they were corrected and the documentary evidence of the corrections were not submitted to the
committee, Therefore, the errors might have remained uncorrected and could have resulted from

manipulation of financial records.
Committee recommendations
The committee recommends that;

Within three months upon of this report, the Auditor-General should review the causes of the
anomalies, how they were corrected in the subsequent financial years, whether they were
deliberate/ intention and/or whether money may have been lost and concealed as errors by the
accountants, The Auditor-General shall report the findings in the subsequent Year Audit report,

4.0 KBC Digital Terrestrial (DVD-T) Project

471. The Committee heard that, during the year under review, the corporation had received an
approval of tax waiver for an unspecified amount from Treasury, in respect of the Digital
Terrestrial (DVD-T) project.

472. However, although according to the information available the waiver was utilized as
intended, the equipment does not appear to have been received by the corporation and its
whereabouts had not been clarified as at 30" June, 2010.

Management Response:

473. The management informed the committee that, the waiver obtained was for the Digital TV

set-top boxes that had not been imported.

Committee observations
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The committee observed the waiver obtained was for the Digital TV set-top boxes that had not
been imported. Although, the information available indicated that the waiver was utilized as
intended, the KBC management did not explain how it was utilized and by who.

The committee recommends that;

Within three months upon of this report, the EACC should investigate the matter relating to the
waiver. The parties involved in the request for the waiver, who and how it was utilized with a view
to establishing any malpractices in the process. Should any person/officer be found culpable, the
DPP should initiate legal action with a view to holding the responsible persons accountable for the

impropriety,

5.0 Posting in the cashbeook

474, The committee heard that, the cashbook as at 30" June, 2010 reflects a bank balance of Ksh,
9,794,624 in respect of one of the Corporation’s accounts, while the bank Reconciliation
statement as at the same date shows an overdraft Ksh. 3,837,686 against the account. The
difference of Ksh. 13,632,310 between the two sets of records has not been reconciled or
explained. Further and during the same period Reconciliation statements for four other bank
accounts maintained by the Corporation had not been prepared as at 30™ June, 2010

475, In the circumstance, it has not been possible to confirm that the cash and cash equivalent
balance of kshs 64,265,534 as at 30™ June 2010 is fairly stated.

Management Response:

The management informed the Committee that, the difference of Kshs13,632,310 between the

cashbook and bank reconciliation statement had been reconciled and corrected.
Committee observations

I.  The committee observed that bank Reconciliation statements for four other bank accounts
maintained by the Corporation had not been prepared as at 30™ June 2010 contrary to
Regulation 90 of the PFM (National Government) Regulations 2015.

237



iL

Although the KBC management indicates that the difference of Ksh. 13,632,310 between
the cash book balance and the bank reconciliation statement was eventually reconciled,
there was no documentary evidence that the cash book balance and the bank statement were

eventually reconciled.

Committee Recommendations

ii.

Within three months upon of this report, the Auditor-General should review the causes of
the unreconciled balances, how they were corrected in the subsequent financial years,
whether they were deliberate/ intention and/or whether money may have been lost and
concealed as errors by the accountants. The Auditor-General shall report the findings in
the subsequent Year Audit report.

The Accounting Officer KBC should ensure compliance with Section 68(2)(k) of the PFM
Act Cap 412A by providing supporting documentation to the Auditors General on time.

6.0 Television and Radio broadeasting rights for the FIFA World Cup 2010,

476.

477.

The Committee heard that, in early 2009, the Corporation acquired Television and Radio
Broadcasting Rights for the XIX FIFA World Cup 2010 and other FIFA  and other events
during the rights period ending 31% December 2010 within the Kenyan jurisdiction.
Accordingly, and on 20® March 2009, a license Agreement also referred to as the Media
Rights Agreement, was signed between the Federation Internationale De Football
Association (FIFA), the African Union of Broadeasting (AUB) and the Corporation. The
Agreement set out the terms and conditions upon which FIFA granted the license of the
Media Rights to the corporation. Among the terms and conditions were prohibitions for the
KBC to enter into any agreement or arrangement for transmission of audio-visual coverage,
by means of any broadcast or other telecommunications network or technology.

According to information available however, and despite the prohibitions, the Corporation
on diverse dates between December 2009 and June 2010 entered into third-party agreements;
with Radio Africa Limited, Cellucom (K) Limited, MTech{K)Limited and Royal Media
Services, in which agreements the Corporation granted the third parties to various
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478.

broadcasting rights during the world cup. Apart from breaching the agreement with FIFA
and AUB, it has not been explained how the four firms were identified and the rights fee
determined. For the same reason, it had not also been possible to establish whether the fees
charged for the rights were fair and competitive,

Other records reviewed indicated that the Corporation received revenue totaling Kshs.
33,632,5416 from advertising during the event while the expected receipts stood at Kshs. 144
million. No reason had however been provided for the significant shortfall of
Ksh.90,367,584,

Management Response

479,

480,

The management informed the Committee that, the third party agreements entered between
KBC and Radio Africa Ltd, Cellucom K. Ltd, MTech K. Ltd and royal media services to air
the FIFA World Cup 2010 had resulted in the dismissal of the then managing director David
Waweru and the corporation secretary Hezekiel Oira and that they had been taken to court
and declared innocent as per the attached court ruling.

The Management added that the shortfall between the projected revenue sales from the FIFA
World Cup 2010 event and the actual sales revenue realized of kshs 9367584 was because
the estimated forecast of ksh 144 million was too hi eh.

Committee observations

The committee observed that:

The Corporation on diverse dates between December 2009 and June 2010 entered into
third-party agreements; with Radic Aftica Limited, Cellucom (K) Limited,
MTech(K)Limited and Royal Media Services, in which agreements the Corporation
granted the third parties to various broadcasting rights during the world cup. Further, apart
from breaching the agreement with FIFA and AUB, it has not been explained how the four
firms were identified and the rights fee determined.

239



jii.  The Corporation received revenue totalling ksh. 53,632,5416 from advertising during the
event while the expected receipts stood at kshs 144 million. Although, the shortfall between
the projected revenue sales from the FIFA World Cup 2010 event and the actual sales
revenue realized of kshs 90,367,584 was attributed unrealistic budget, the explanation was
unsatisfactory considering the big margin and the fact that the corporation had been in the
market for long.

Commitiee recommendations

Within three months from the date of adoption of this report, the EACC should investigate the
process of granting rights to third parties by the then managing director David Waweru and the
corporation secretary Hezekiel Oira with a view to establishing any irregularities in the process
and any fraud on collected amounts. Should any person/officer be found culpable, the DPP should
initiate legal action with a view to holding the responsible persons accountable for the financial
leakages/ financial impropriety.

Financial Year 2010/2011

1.0 Going Concern.

481. The Committee heard that, as had been in the previous year, the Corporation had recorded a
deficit of Kshs 2,387,414,255 (2010 — a deficit of Kshs.2,580,296,065) rasing the
cumulative losses to Kshs.23,626,321,254 as at 30" June 2011. Further, the statement of
financial position reflected a negative working capital of Kshs.22,023,898,794 and a
negative net worth of Kshs.20,968,141,787. In addition, and as had been reported in
2009/2010, the Corporation was unable during the year to service a Government of Kenya
loan of Kshs.6,804,423 028 which had accrued interest of Kshs.15,103,805,559 as at 30"
June, 2011 or remit statutory deductions totalling Kshs. 368,414,717.

482, Although management had explained that negotiations were going on with the Government
to convert the Government of Kenya loan into equity, it was not certain when the process

would be completed.
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483. The Corporation was therefore technically insolvent and its continued existence as a going

concern was dependent upon the financial support of the government and creditors,
Management Response

484. The management informed the committee that, the 1sue had been responded to in the year
that ended 30™ June, 2001.

Committee observations

The committee observed that the issue was deliberated in the committee report for financial
vear 20002001 and observed as follows:

i,  The Kenya Broadcasting Corporation took a loan from the Overseas Economic Co-
operation Fund (OECF) Japan in 1989. The National Treasury has over the years serviced
on behalf of the corporation.

. The OECF Japan loan was received in the form equipment’s which were rendered
obsolete because of the liberalization of the electronic industry in Kenya in the 1990s
and the migration to FM radio transmission leading to the loss of value for money on the
investment. Arising from the foregoing, it meant that the Management of KBC did not
carry-out a proper Feasibilty study or there was laxity on those charged with governance
having approved the loan without due diligence.

. The Corporation was then unable to meets its tax obligation of Kshs189,412,509 of VAT
payable to KRA which had increased to Kshs. 368,414,717 in the year under review. This
was contrary to the provisions of the VAT Act CAP476.

Committee recommendations
The committee recommends that;

Within three months upon adoption of the report, the Accounting officer-KBC should submit to
the National assembly and to the auditor General a comprehensive report with documentary
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evidence of settlement of the obligations relating to KRA, The auditor General should review and

report the findings in the subsequent audit cycle.

1.0 Property, Plant and Equipment

485,

486.

487,

488.

489,

The Committee heard that, the property, plant and equipment balance of Kshs.
4,690,513,926 includes Kshs.2,001,374,696 in respect of land which includes unsurveyed
land valued at Kshs. 135,125,000 in various parts of the Country.

Further, included in the value of land of Kshs.2,001,374,696 as at 30" June 2011 is
unadjudicated piece of land valued at 1,980,000 Kshs. 1,980,000 located at Vo1 and forest
lands in Nyeri and Nakuru valued at Kshs.3,500,000 and Kshs.13,000,000 respectively.

Mo explanation has been given as to why nine (%) Parcels of land have not been surveyed to
date and further, no meaningful progress appears to have been achieved in respect of
unadjudicated land in Voi and forest lands in Nyeri and and Nakuru with the relevant
Ministry. Management has however explained that the survey process will commence in July
2012,

In July, 2000, the Corporation made an arrangement with Kenya Electricity Generating
Company Limited (KenGen) whereby the Corporation loaned the company five (5)
generators which were subsequently installed at Jomo Kenyatta University of Science and
Technology, Kenyatta University and University of Nairobi under the Emergency Power
supply project. The generators which had an estimated value of Kshs.29 Million are part of
the Corporation's portfolio of assets. However, and as observed in the previous year, no
compensation for use of generators appears to have been paid to the Corporation during the
vear under review and no explanation has been provided for the anomaly.

In the circumstances, it has not been possible to confirm that property, plant and equipment
balance of Kshs. 4,690,513,926 as at 30™ June 2011 is fairly stated.

Management Response

490.

The management informed the Committee that, the issue had been responded to in the year
that ended 30™ June, 2001 and 30™ June, 2008.
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Committee observations

The Committee observed that;

1.

v,

The Corporation land valued at Kshs. 135,125,000 located in various parts of the Country
has not been surveyed and therefore its fair value cannot be ascertained. The corporation
possess adjudicated piece of land valued at Kshs. 1,980,000 located at Voi and forest lands
in Nyeri and Nakuru valued at Kshs 3,500,000 and Kshs. 13,000,000 respectively.
Further, included in the value of land of Kshs.2,001,374,696 as at 30™ June 2011 is
unadjudicated piece of land valued at 1,980,000 Kshs.1,980,000 located at Voi and forest
lands in Nyeri and Nakuru valued at Kshs.3,500,000 and Kshs. 13,000,000 respectively.
The Corporation did not give sufficient explanation as to why nine (9) Parcels of land
have not been surveyed to date.
The Corporation at the direction of the Government loaned its five power generators valued
at Kshs. 29,000,000 to KENGEN to alleviate the power crisis during 2000/2001, However
The generators had not been returned to the Corporation, despite several reminders and
demands by the Corporation to KENGEN. The Corporation had not done enough to follow
on the return of the generators and there was loss incurred in respect to the loaned
generators valued at Kshs. 29,000,000

Committee recommendations

The Committee Recommendations

Within three months after the adoption of this report, EACC to initiate investigation into
how the loaned gencrators to KENGEN were procured, whether there was any
malpractices in the initial procurement and that the generators were idle at the time of
loaning and submit its findings to DPP for a possible prosecution of those found culpable.
Within three months after the adoption of this report, the Accounting Officer, Kenya
Broadeasting Corporation to expedite the process of surveying and adjudication of the

lands in question for acquisition of ownership documents.

243



3.0 Television and Radio Broadcasting Rights for the FIFA World Cup 2010

491.

492

493,

494,

The Committee heard that, as has been reported in 2009/10, the corporation in early 2009
acquired Television and radio broadcasting rights Broadcasting Rights for the XIX FIFA
World Cup 2010 and other FIFA events during the rights period ending 31" December 2010,
within the Kenyan jurisdiction. Accordingly, and on 20" March 2009, a license agreement,
also referred to as the media rights agreement, was signed between the Federation
Internationale De Football Association (FIFA), the African Union of Broadcasting (AUB)
and the Corporation. The agreement set out the terms and conditions upon which FIFA
granted the license of the media rights to the Corporation. Among the terms and conditions
were prohibitions for KBC to enter into any agreement or arrangement for transmission of
audio-visual coverage, by means of any broadcast or other telecommunications Network or
technology.

According to information available however, and despite the prohibitions, the Corporation
on diverse dates between December 2009 and June 2010 entered into third-party agreements
with; Radio Africa Limited, Cellucom (K) Limited, Mtech (K) Limited and Royal Media
Services, in with agreements the Corporation granted the third parties various broadcasting
rights during the world cup. Apart from breaching the agreement with FIFA and AUB, it had
not been explained how the four firms were identified and the rights fees determined. For
the same reason, it had not been possible to establish whether or not the fees charged for the
rights were fair and competitive.

Other records reviewed, the committee heard, indicated that the Corporation received
revenue totalling to Kshs.53,632,416 from advertising during the event, while the expected
receipts stood at Kshs. 144 Million. No reason had however been provided for the significant
shortfall of Kshs.90,367,584. Although the matter was in court, it could not be established
when it would be determined.

Management Response:

The management informed the committee that, the issue had been responded to in the year
that ended 30™ June 2001,
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Committee observations
The committee observed that;

1. The Corporation on diverse dates between December 2009 and June 2010 entered into
third-party agreements; with Radio Africa Limited, Cellucom (K) Limited, MTech
(K)Limited and Royal Media Services, in which agreements the Corporation granted the
third parties to various broadcasting rights during the world cup. Further, apart from
breaching the agreement with FIFA and AUB, it has not been explained how the four
firms were identified and the rights fee determined.

1. The Corporation received revenue totaling Kshs. 53,632,5416 from advert ising during the
event while the expected receipts stood at kshs 144 million. Although, the shortfall
between the projected revenue sales from the FIFA World Cup 2010 event and the actual
sales revenue realized of kshs 90,367,584 was attributed unrealistic budget, the
explanation was unsatisfactory considering the big margin and the fact that the

corporation had been in the market for long.
Committee recommendations

Within three months from the date of adoption of this report, the EACC should investigate the
process of granting rights to third parties by the then Managing Director David Waweru and the
Corporation Secretary Hezekiel Oira with a view to establishing any wregularities in the process
and any fraud on collected amounts. Should any personfofficer be found culpable, the DPP should
mitiate legal action with a view to holding the responsible persons accountable for the financial
leakages/ financial impropricty.

Financial year 2011/2012

1.0 Going Concern 2012

495. The Committee heard that, as was in the previous years, the Corporation had recorded a
deficit of Kshs.3,417,224,974 (2011 - deficit of Kshs.2,387,414,255) raising the cumulative
losses to Kshs.27,043,355,600. Further, the statement of financial position reflected a
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496,

negative working capital of Kshs.27,741,341,662 and a negative net worth of Kshs.
24.385,176,133. In addition and as had been similarly reported in 2010/2011, the
Corporation had unable during the year to service a Government of Kenya loan of Kshs.
8,429,463,394 which had accrued interest Kshs. 18,485,292,611 as at 30% June 2012.

Although the management had explained that negotiations were going on with the
Government to convert the Government of Kenya Loan into equity, it was not certain when
the process would be completed. The Corporation was therefore technically insolvent and
its continued existence as a going concern was dependent upon the financial support of the

Government and creditors,

Management Response

497, The management informed the committee that, the issue had been responded to in the

year that ended 30™ June, 2001,

Committee observations

The committee observed that the issue was deliberated in the committee report for financial
year 2000/2001 and observed as follows

1L

The Kenya Broadcasting Corporation took a loan from the Overseas Economic Co-
operation Fund (OECF) Japan in 1989. The National Treasury has over the years serviced
on behalf of the corporation.

The OECF Japan loan was received in the form equipment’s which were rendered obsolete
because of the liberalization of the electronic industry in Kenya in the 1990s and the
migration to FM radio transmission leading to the loss of value for money on the
investment. Arising from the foregoing, it meant that the Management of KBC did not
carry-out a proper feasibility study or there was laxity on those charged with governance
having approved the loan without due diligence.
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Committee recommendations
The committee recommends that;

Within three months upon adoption of the report, the Accounting officer-KBC should submit to
the National assembly and to the auditor General a comprehensive report with documentary
evidence of settlement of the obligations relating to KRA. The auditor General should review and
report the findings in the subsequent audit evele.

2.0 Property, Plant and Equipment

498. The Committee heard that, in July 2000, and as previously reported in 2010/2011, the
Corporation made an arrangement with Kenya Electricity Generating Company Ltd
(KenGen) whereby whereby the Corporation loaned the company five (5) generators which
were subsequently installed at Jomo Kenyatta and Nairobi Universities under an Emergency
power supply project. The generators which had an estimated value of Kshs.29 Million are
part of the Corporation's portfolio of assets, However, and as observed in the previous year
(2010/2011), no compensation for use of generators appears to have been paid to the
Corporation during the year under review and no explanation has been provided for the

anomaly.
Management Response

499. The management informed the Commitiee that, the issue had been responded to in the year
that ended 30" June 2001,

Commitiee observations
The Committee observed that:

The Corporation at the direction of the Government loaned its five power generators valued at
Kshs. 29,000,000 to KENGEN to alleviate the power crisis during 2000/2001. However, The
generators had not been returned to the Corporation, despite several reminders and demands by

the Corporation to KENGEN. The Corporation had not done enaugh to follow on the retumn of the
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generators and there was loss incurred in respect to the loaned generators valued at
Kshs. 29,000,000

Committee recommendations

Within three months after the adoption of this report, EACC to initiate investigation into how the

loaned generators to KENGEN were procured, whether there was any malpractices in the initial

procurement and that the generators were idle at the time of loaning and submit its findings to

DPP for a possible prosecution of those found culpable.

3.Television and Radio broadeasting rights for the FIFA world cup 2010

500. The Committee heard that, as had been similarly reported 2010/2011, in early 2009 the

501.

502,

Corporation acquired Television and Radio Broadcasting Rights for the XIX FIFA World
Cup 2010 and other FIFA events during the rights period ending 31 December 2010, within
the Kenyan jurisdiction. Accordingly, on 20 March 2009, a License Agreement, also referred
to as the Media Rights Agreement, was signed between the Federation Internationale De
Football Association (FIFA), Aftican Union of Broadcasting (AUB) and the Corporation.
The agreement set out the terms and conditions upon which FIFA granted the license of the
Media Rights to the Corporation. Among the terms and conditions were prohibitions for
KBC to enter into any agreement or arrangement for transmission of audio-visual coverage,
using any broadcast or other telecommunications network or technology.

According to information available however, despite the prohibitions, the Corporation on
diverse dates between December 2009 and June 2010 entered into third-party agreements
with: Radio Africa Limited, Cellucom (K) Limited, Mtech (K) Limited and Royal Media
Services, in which the Corporation granted the third parties various broadcasting nghts
during the World Cup. Apart from breaching the agreement between FIFA and AUB, it had
not been explained how the four firms were identified and the rights fees determined. For
the same reason, it had not also been possible to establish whether or not the fees charged
for the rights were fair and competitive.

Other records viewed indicated that the Corporation received revenue totalling

Kshs.53,632,416 from advertising during the event, while the expected receipts stood at
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Kshs.144 million. No reason had however been provided for the significant shornfall of
Kshs.90,367,584.

Management Response:

203

The management informed the committee that, the issue had been responded to in the year
that ended 30™ June, 2010,

Financial Year 2012/2013

1.0 Going Concern

504,

505.

506.

The committee heard that, as had been reported in the previous year, the Corporation
recorded a deficit of Kshs4,210,424,547 (2012 - a deficit of Kshs.3,417,224,974 raising the
cumulative losses to Kshs.31,253,766,173. Further, the statement of financial position
reflects a negative working capital of Kshs.34,850,934.791 and a negative net worth of
Kshs.28,595,586,706.

In addition, and as had been similarly reported in 2011/2012, the Corporation had been
unable during the year to service a Government of Kenya loan of Kshs.9,291 634,284 which
had accrued interest of Kshs.23,052,726,705 as at 30" June 2013, Although management
had explained that there were ongoing negotiations with the Government to convert the
Government of Kenya loan into equity, it was not certain when the process would be
completed.

The Corporation was therefore technically insolvent and its continued existence as a going

concern was dependent upon the financial support of the government and creditors.

Management Response

507.

The management informed the committee that, the issue had been responded to in the year
that ended 30" June 2001.
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Committee observations

The committee observed that the issue was deliberated in the committee report for financial
year 200072001 and observed as follows

i, The Kenya Broadcasting Corporation took a loan from the Overseas Economic Co-
operation Fund (OECF) Japan in 1989. The National Treasury has over the years serviced
on behalf of the corporation,

{i.  The OECF Japan loan was received in the form equipment’s which were rendered obsolete
because of the liberalization of the electronic industry in Kenya in the 1990s and the
migration to FM radio transmission leading to the loss of value for money on the
investment. Arising from the foregoing, it meant that the Management of KBC did not
carry-out a proper Feasibility study or there was laxity on those charged with governance

having approved the loan without due diligence.
Committee recommendations
The committee recommends that;

Within three months upon adoption of the report, the Accounting officer-KBC should submit to
the National assembly and to the auditor General a comprehensive report with documentary
evidence of settlement of the obligations relating to KRA. The auditor General should review and

report the findings in the subsequent audit cycle.

2.0 Property, Plant and Equipment

50% The Committee heard that in July, 2000, and as had been previously reported in 201 1/2012,
the Corporation made an arrangement with Kenya Electricity Generating Company Limited
(KenGen) whereby the Corporation loaned KenGen five (3) generators which were
subsequently installed at Jomo Kenyatta University, Kenyatta University and University of
Nairobi under an Emergency Power supply project. The generators which had an estimated
value of Kshs. 29 million are part of the Corporation's portfolio of assets. However, and as

observed in the previous year (2011/2012), no compensation for use of generators appears
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to have been paid to the Corporation during the vear under review and no explanation has
been Provided for the anomaly.

Management Response:

509. The management informed the Committee that, the issue had been responded to in the year
that ended 30" June 2001.

Committee observations
The Committee observed that;

The Corporation at the direction of the Government loaned its five power generators valued at
Kshs.29,000,000 to KENGEN to alleviate the power crisis during 2000/2001. However The
generators had not been returned to the Corporation, despite several reminders and demands by
the Corporation to KENGEN. The Corporation had not done enough to follaw on the return of the

generators and there was loss incurred in respect to the loaned penerators valued at
Kshs.29,000,000

Committee recommendations

Within three months after the adoption of this report, EACC to initiate investigations into how the
loaned generators to KENGEN were procured, whether there were any malpractices in the initial
procurement and that the generators were idle at the time of leaning and submit its findings to DPP

for a possible prosecution of those found culpable.
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