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CHAIRMAN'S REPORT

The I(enya Airports Authoritl'established tlirough an Act of Parliament in 1991 is mandated to

or.ovide, develop, maintain aud manage Jt'oa'o'i''t' in the coutltry' Put'suant to' exectltio* of this

i,andate, the Ar-rtliority couside* op'in'j t-"*p*'ion o'o 'pg'uJi'g 
of airporl infrastructt-tre with

corresponding in,proul,n*, of safety ""i 
1t""'itv standing as thJ main avennes tbr facilitating

accererared growtrr;i;i;ir';"i"tion in rrr.'.or*v. to achieve this oLrjective sev.erar projects costrng

a combined capital expenditure outlay "i""'('','1'48 
biliior'' *t""to*pteted or were ongoirrg at

tlre closure of tlre y.o,. A,,o,rg tlrese *.,= oi,.,uft parking up,on .*ponsion and associated works

and peLirneter fencing at Jonio r.',Vo'rnt.rnationar Airpo[ iiriil, Nairobi; irnprovement of

te.ninar II faciiities f *i"' t,.i.r";;;ili eirp"* irt''A), Mombasa; and improvemeut of cold room

;;;iiil ut etOo'"t lnternationalAirport (ElA)' Eldoret'

These efforls, sr-rpported by 
-an 

improved economy' enabled tlre Ar'rthority to post impressive

ooerationar a,d financiar performances. profit after tax .*puna.o by 38% to-Ksh'1'787 billion up

fiom Ksh.1.293 biltionthe previour1.u1. p,'"rl"",tit^r :]-il;;t* 
uy 5%o frorn Ksh' 4'06 biilion

to Ksh. 4.25 bi*io, arising principaliy from an increase in putt?ngtt ;:ll::,:large' on the other

rrand, costs on repairs and mainte.rr..;';iri; constituted the main expenditurre vote, increased by

42oh fronKshs.221 mirion duri'g tr.,.'v"u..nlirg:ori lr^. jiioo a Kshs. 314 rni,ion duri*g the

vear ending 30,h June 2ooT.These ."r'.;; ."tit""ta ; ;;fi;;" terminal facilities' safety and

security and allied infrastructure'

on the business voltttnes, aircraft movements increased by 6'3% lo 201'289 up from 189'27i the

previous v.ur. purr"ng.* .Jg.a up uv i-q% to 6.6 rnition up from 6.2 m,lion trre previous year'

witrr internatronar passengers nu,nb.rini4lil"rrrr", wl1l.e domestic passengers.stood at 1'9 rnillior-r'

Totar cargo handred at the airpo,t, u*o"unt" dto2g4*ir[o" kiio;;ilt d,ring.ll.t vtut under review

wtrich was a gro*1['" "{t,irro* 
t.ii;;ilr!,,:;' ar''-i"e *t''i"t'' 285 mitlion kilograms were

handred. Europe continued to be the *uin.ontriul,,tor-^ol.lltJrnational 
passenger and freigtrt traffic

accountit'tg for:Oy' a''tJ 65% of the totalvolumes respectively'

o' the performance contract witrr the Government, the Autrrority's overa, performance for the year

was rated,,very Good" with a.o,rpoii" r.or. oi z'ozsg'tne A'thority continued to enhance its

capacity buildingin proj..t i,rple,n.niution to irnprove on future performance'

Towards improving managemenf praltices, the Autrrority finalized pre-ceftification compliance in

readiness foi tSO 900i:2000 certiticatton'

The Board underscores the irnportance of managing HIV a^d AlDs pandemic at the work place to

Ieverage it, .r..t ,, ,tuff u,.,d.ut,o o,, tt,,.' .nt,.'n"t.,,,,.nt, of .o,po,ute social responsibilily practlces

for tlre mutual benefit witlt our stakeholders. Respective policies were, annr11;.|dr'rring the year.

Among tf',.r. *u, ti" Dividend eof i"f lo luide iri tlie distribution of surpluts earnrngs'

Business outrook is prornising given the ongoi,g economic recovery and imorovement of the

airporls, infrastructr-rre, safety u"a ,".uriv ,o"oi"g co''p"iii"" in tfie domestic market' largely

driven by the onset of budget "i'ii;;;,'nu' 
ut'o -*a" J"l"t'iic t'uvtl affordable resulting in an

expansion "r 
io*"rrrc traific uy"l|y" und is graduu,v "nr'uncils 

o-n-e.fationar and financial

performance "i;;;;6"rts. 
rorrism,;;;j;; a"niing futio' in our inlernational traffic growth' is

one of tl.re key sectors identin.O fo, ac.o*pliri,ing thI aspirations of Vision 2030' implementatton

of the Vision is expected to irnprove our traffic base'
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Governtttettt sLrpport has been vely valuable in facilitating the expansion aud operation of aviation
itrfi'astructttt'e for the good of the ecouonry. FLrrther suppoll in form of legislations that proutote
aviation grotvth irrclrrding appropriate ratification of iuternational and regional conveutions;
facilitation of regional interconnectiviry; Lrnlocl<irrg the legal huldles for Initial Pubtic Offer (iPO) of
shares; recovery of land acquired illegally by third parlies; and allocation of additionat land for
future expattsion and facilitation of rail connection to Ji(IA are critical to improvingthe contribution
of aviation sub-sector to the economv.

Finally, orr behalf of the Board, I wish to tharrk all our stakeholders and the aviation fraternity for
their invaluable contribution to our business growth environmental challenges notwithstanding. Let
me also thank the Managernertt and Staff for their dedication to duty and exemplaly service to the
industry. The Board is conrnrilted to supporting and facilitating a steady growth of the aviation
industry and by extetrsion, the country's economic growth under the Vision 2030 initiative.

Eng. Erostus K.

CHAIRMAN
ro, FIEK, RCE, CBS
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MANAGING DIRECTOR'S REPORT

Performance Overview

The operational and financial perfort].)ance fol the year ]vas itnpressive' New carriers sucli as 'A'ir

italy, Air MozarnbiqLre, virgin Atlantic, singupor. Airlines, Ivly iravel a,d First Choice comtnenced

rorrg haul operation to and frorn our two lnain hLrbs. The hrst three airli,es operate scheduled

international passenger flights while singapore Airlines is a cargo operator at Jomo Kenyatta

rnternationar Airporl. My Traver and Firsi thoi". are internatio.al charter operators to atrd from

ivloi Inter,ationar Airpon. rtu 510.Corvl arid Jetrink were the ,rajor new entrants i, the domestic

segment. With regard to contessions, Pesa Point retail firrancial services and Arrdy forwarders' a

transit shade operator, stafted operations at Moi lnternationat Airport and Jorno Kenyatta

lnternational Airport respectively'

Aircraft movements increased by 6.3%fror1.l j 89,271to 201,289 on account of the new entrants and

route expansion by the existing operators. Passenger throughput expanded-by 6'?% from 6'164'416

to 6,5g9,474 drive' mainty bi tourisrn boom anJ improvid domestic traffic triggered by the netv

bndget carriers. cargo tliroughput increased rnoderateiy by 3% frorn 285 rnillion kilograms to291

'rillion 
kilograms ai 1..s,.,It 

-of'reduced 
uplift of humanitarian cargo at Lokichiggio Airpoft'

Aeronautical revenue grew by 59lo from Ksli. 4.06 billion to Ksh. 4'25 billion arising principally

from an increase in furlr.ng., seruic. charge. Non-aeronautical revenlle, on the other hand' increased

by 27% from Ksh. 0.9 blllio' to Ksh. i.tS Uittion. Rentals improved by 10% and concessions

income by 43%. Duty free rentals, cargo handling, groundling handling and advertisement (as a

result of expanded supportive infrastruc"ture; were-ihE main areas of commercial revenue growth'

overall revenue incLeased by g.1%from Ksh.4.96 billion to Ksh. 5.39 billion overthe period under

consideration. commercial ievenue raised its market share in the overall revenue from 18% in the

previous year to 2l% in the year under review'

Repairs and maintenance constituted the main expenditure vote, which increased by 42% frorn Kshs'

221 rni[ion in 2005/06 to Kshs.3l4 million in2006107. This covered costs chargeable to tenninal

facilities, safety and security and allied infrastructttre. However, operating expenses declined by 9%

from Kshs.3.24 billion to (shs.2.95 billion overthe sarne period, reflected by absence of corporate

restructuring costs, which was a rnajor expenditure item. frnalized in the previotrs year' operating

expenditure therefore improved frorn 65% of th. ,"u.nue in 2005/6 to 55o/o of the revenue in 2006/7'

overall, the operating incorne was Kshs. 2.44 billion up from Kshs. 1.72 biltion, an increase of 42%'

The Authority madJ an associated tax payment of ksh. 909 million' Figure 8 below gives an

overview of the financial performance profile'

Assets and Liabilities

Total assets increased by 6%frorn Kshs. 19.5 billion to Kshs.20.7 billion' primarily arising frorr

cash obtained for maintenance works for the pubtic airstrips. Liabilities, on the other hand. declined

by Zl%from Kshs. 3.42 billion to Kshs. z.z tittion reflected mainly by substantial reduction in tax

provision and restructuring cost payables'
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Capacify Improvements

projects detailed below w,ere at various stages of irnpleurentation geared torvards service deliver'1r

i,",rprovernents as well as to accoururodate envisaged traffic grou4h:

Moclernization and Expansion of JKLA'

Apron, Taxiway and Fuel Hydrant System

These airfield improvernent worlcs for the proposed terminal 4 building and associated facilities are

.reant to provide additional parking slots to decongest the airside. The rvorl<s were 50%o cornpleted,

mai,ly dr.re to incremental weathei arising from oirt of season heavy rains in Decernber 2006 and

rrl.ay iool.The works are expecred to be completed by March 2008. other field irlprovement works

*.r. pur.,l,ent rehabilitation study by Netherlands Aviation Consultants'

Terminal4 building and parking garage

The key oLrtputs in these developmerrts inclurded additional terminal space and a rnulti-storage car

parp to accomrnodate vehicular tiafflc growth. The project closed the year at a detailed design stage'

Reorganization of Terminals t,2 & 3 and arrivals building

This project targets faciiity improvements as well as space upgrade to meet d_ernand growth and was

at the scheme design statJs byihe close of the year. Qureerrs Quay Architects Internationalof Canada

is the supervisory consulting finn for the preceding projects while china wu Yi is the main

contractor for the aPron Project.

Cargo Apron

Tendering was in progress to expand aircraft parking bays from 5 to 9, construct car parl<s and

conveft road servitrg the cargo facility into a dr-ral carriage'

Terminat II Facilities Rehabilitation: Moi International Airport

Terminal II facitities and the associated infrastructure were improved, communication system

rehabilitated and access road and car parking facilities expanded to serve visitors durring the World

Cross Country held in Morlbasa in March 2007'

Cargo Terminal Facilities Expansion: Eldoret International Airport

Additional cold room facility with a capacity to handle 150 tons of cargo at a time was put up under

concession arrangements and was commissioned in April 2007.

passenger Terminal Facilities Development: wilson Airport

Netherlarids Aviatiorr Consultants, contracted to design the new passenger terminal facility to

alleviate space inadequacy spearheaded stakeholder consultations on the rnost optirnaI design to

adopt.

Re-development of Kisumu AirPort

Detailed design and tender documentation was finalized to pave way for the tendering process while

settlement of land matters with the local community was in progress.

9



Malindi Airport: Passenger Terminal Facility

Detailed design of Coastal region culture fi-iendly passenger terntitral tacitiry tvas in Progress

alongside regLilarization of land orvnership at the project site'

Security and SafetY

perimeter ferrcing of JKIA was almost complete while preparatory activities for sirnilar wotlts for

Moi and Wilson Airports comrlenced. In tlie sarne period, bird scottts were ernployed to oversee

wildlife managemeni at JKIA a,d wilson Airporl. A Q,ad bike was acqr,rired for this plrrpose at

JKIA. Baggage x-ray machines were upgraded at Moi and others airports while 3 fully built nerv

Detroit engines were acquired to rehabiti-tate existirrg fire tenders at JI(lA. Staff capacify was also

i'rpLoved to beef up safety and security. KAA arso Gamed up with otrrer regional ai'port arid civil

aviatio, authorities to found Civit Aviation Safety and SecLrrity Oversigltt Authority to co-ordinate

safety and secLrrity matters with the region'

Human Resources Development

Majority of staff were trained in various areas critical to the business among them cultr-rt'e change,

safety a.d security, custolner service and corporate governance as well as familiarization with the

requirernents of Procurement Act and Regr-rlation of 2005'

Fine-tr-rni'g of the organization structure was progressed to fir'ral stages. cordial indLrstrial relations

prevailed in the year-. Performance contracting was cascaded beyond fr-rnctional heads to hasten

performance accountabi litY.

HIV/AIDS resource centres were put r-rp to disseminate pertinent information to staff on the scoLlrge'

The management also facilitated access to ARVS to infected staff and their immediate farnilies.

Closing Remarks

I wish to express my appreciation to the Board of Directors for their unwavering strategic st"tpport,

the managelnent tealn ana staf for their invaluable service and our custolrlers and stakeholders for

their fidelity to KAA cause'

We will endeavour to put all our effort together to enhance service delivery to you all'

Ge Muhoho
Managing Director
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STATEVTENT OF DIRECTORS' RESPONSIBILITIES
ON THE FINA.NCIAL STATENIENTS
FOR THE YEAR ENDED 30 JUNE 2OO7

The State corporatious Act requires tl-re directors to prepare flnanciaI statetletrts for eaclt firtancial 1'ear,

rvhich give atrue and fair vierv of the state of affairs of the cornpany as atthe ertd of tlie f-rnanciall'ear and

of its operating results for that i,ear. It also requires the directors to ensure the Authority lceeps proper

accourrting records, which disciose with reasonable accuracy, the firrarrcial position of the ALrthoritl''

They are ulro I..rponribie for safegr-rarding tlie assets of the Authority.

The directors accept resporrsibility for tlte annual financiaI Statements, which have been prepared usirrg

appropriate accounting policies sLrpported by reasonable and prudent judgments and estirnates' irr

conformity with Inteirrational Financial Reporting Standards and the requirernents of the State

corporations Act. The directors are of ttre opinion ihat the financial statements give a true and fair view

of the state of tlie financial affairs of the Authority and of its operating results.. The directors further

accept responsibitiry for the maintetrance of accourrting records, which may be relied Lrpon in the

;;#;il;"in^"".i"r state*enrs, as well as adequate systems of internal fi,arrcial control'

Nothing has come to the attention of the directors to indicate that tl.re Authority will rrot remain a going

.o,-,""rn for at least the next twelve months from the date of this statement'

Eng. Erastus K. Mwongera' FIEK, RCE' CBS

CHAIRMAN

Mr. George K. Muhoho
MANAGING DIRECTOR

Date
ktfu"lM*.
Date
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KENYA NATTONAL AUDIT OFFICE

REPORT OF THE CONTROLLER AND AUDITOR GENERAL ON THE
FINANCIAL STATEMENTS OF KENYA AIRPORTS AUTHORITY FOR THE
YEAR ENDED 30 JUNE 2OO7

I have audited the financial statements of Kenya Airports Authority for the year
ended 30 June 2007 set out on pages 12 to 26 which comprise the balance
sheet as at 30 June 2007, the profit and loss account, statement of changes in

equity and cash flow statement for the year then ended, together with a summary
of significant accounting policies and other explanatory notes in accordance with
the provisions of Section 14 of the Public Audit Act, 2003. I have obtained all the
information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

Directors' Responsibility for the Financial Statements

The Directors are responsible for the preparation of financial statements which
give a true and fair view of the Authority's state of affairs and its operating results
in accordance with the lnternational Financial Reporting Standards. This
responsibility includes: designing, implementing and maintaining internal controls
relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error; selecting and
applying appropriate accounting policies; and making accounting estimates that
are reasonable in the circumstances.

Responsibility of the Controller and Auditor Genera!

It/y responsibility is to express an independent opinion on the financial
statements based on the audit. The audit was conducted in accordance with the
lnternational Standards on Auditing. Those standards require compliance with
ethical requirementg and that the audit be planned and performed with a view to
obtaining reasonable assurance that the financial statements are free from
material m isstatement.

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected
depend on the auditor's judgement, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error.
ln making those risk assessments, the auditor considers internal controls
relevant tc the entity's preparation and fair presentation of the financial



statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an 

'opinion 
on the

effectiveness of the Authority's internal controls. An audit also includes
evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well as
evaluating the overall presentation of the financial statements. I believe the audit
provides a reasonable basis for my opinion.

1. Long Term Loan

As previously reported, the Authority signed a credit agreement in lggg/gg for a
loan of Euros 34,599,359 (Equivalent of Kshs.3, 196,421,042) with a foreign bank
(KBC Banks) to finance the development of Jomo Kenyatta international-Airport.
The terms of the credit agreement included repaymeni of the loan in ten years
and that the Authority would make payments to the lender in full without
deductions of any taxes, duties or charges whatsoever. Consequenly, the
Authority has over the years paid withholding tax to Kenya Revenue Authoiity on
the loan interest payable to the lender. Accordingly, during the year ended 30
June 2007 the Authority paid, separately to 

- 
Kenya 

- Revenue Authority
Kshs.15,680,615 (2005/06 Kshs.17,929,656) withholding tax on interest accrued
on the loan. Had the agreement been drawn properly in lggg to protect the
interest of the Authority in respect of such taxes,'duties or charges, the payment
of withholding tax would have been avoided and the savings-applied to other
purposes.

2. Operating Lease

The non current assets reflected in the balance sheet as at 30 June 2OOZ include
a balance of Kshs.6,030,370,000 described as operating lease. This balance
excludes undetermined value of Embakasi Village Property measuring 21.2432
hectares which has not been valued. The balance further eicludes und'etermined
value of part of Lokichogio Airport land where some of the buildings are located
and whose title documents were not produced for audit verification. ln addition
![e operating lease balance includes two (2) parcels of land LR No. 13512 and
LR No. 14231 of Jomo Kenyatta lnternational Airport and some parcels of land at
Wilson Airport which have been allocated to third parties. lt also includes a
portion of Malindi Airport land measuring 0.8925 hectares allocated to a church
organization. Further, the operating lease balance excludes a portion of the
Malindi Airport land measuring 5912.5 sq.ft allocated to a petroleum Company,
and another portion measuring 0.045 hectares allocated to a private company.
Further, some parts of Moi lnternational Airport, IVlombasa included in the
operating lease balance have been invaded by private developers. Although the
management is aware of these anomalies, no concrete measures have so far
been taken to safeguard the Authority's properties, consequenly, it was not
possible to confirm the ownership status of the properties without title documents

rr

I
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or that the operating lease balance of Kshs.6.030,370,000 is fairly stated as at 30
June 2007.

Opinion

Except for the foregoing reservations, in my opinion, proper books of account
have been kept and the accompanying financial statements give a true and fair
view of the state of the financial affairs of the Authority as at 30 June 2007 and of
its profit and cash flows for the year then ended in accordance with the
lnternational Financial Reporting Standards and comply with the Kenya Airports
Authority Act (Cap. 395 of the laws of Kenya)

P.N. KOMORA, CBS.
CONTROLLER AND AUDITOR GENERAL

Nairobi

25 April 2008
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KENYA AIRPORTS AUTHORIry
PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED 3OTH JUNE 2OO7

Notes

1

2006t07

Kshs.'ooo
5,397,037

200s/06
Kshs.'ooo
4,958,37 5Operating Revenue

Operating Expenses

Operating Income

Non Operating revenue/(expenses)

Operating Profit before tax

Taxation

Profit for the Period

2

3

4

(2,949,614) (3,242,070)

2,441,423

255,117

1,716,306

202,470

2,696,540

(909,440)

L,918,776

(625,723)

787 100 1 ,053

il

r

tl
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KENYA AIRPORTS AUTHORITY
BALANCE SHEET

AS AT 3OTH JUNE 2OO7

Notes 2006101

Kshs.'ooo

200s/06

Kshs.'ooo
ASSETS
Non-current assets

Property, plant and equiPment

Intangible Assets

Operating lease

Current assets

Inventories
Trade and Other Receivables

Reserve Account

Cash and cash equivalerits

Airstrips Fund Cash Balance

Investtnent in Gvt. Securities

tfi,'.,&} Total Assets

FTINDS AND LIABILITIES
Funds
Grants

Airstrips Fund

Revaluation Reserve

Accumulated Profit
Total Funds

Non-curuent Liabilities
Long Terrn Loans-KBC Barrk

-World Barik

Deferred tax liabilifY

Current Liabilities
Trade and other paYables

Current portion of long term loan

Total Liabilities

Total Funds and Liabilities

Eng. Erastus K. Mwongera FIEK, RCE, CB

CHAIRMAI.I

Mr. George K. Muhoho
MANAGING DIRECTOR

5

6

1

8,643,043

3,085

6,03 0,3 70

'7,816,60'l

1,094

6, 0g'1,996

1 98 13,9 97

9

10

l1
12(a)

l2(b)
I 2(c)

i3(a)
r 3(b)

l4
14

124,996

1,250,366

34',7,802

3,828,332
309,970

154,3 14

128,736

907,720

455,395

3,854,606

19,3 50

200,000

6,015,780 5,565,807 T
20,6 8 19 1

7,235,813

3 09,970

1,785,250

8.651,463

7,396,329
19,350

1,785,250

6,864,363

L7,982,496 16,065 ,o,,

I s(a)
I s(b)

8

1,076,096

224,21'7

152,77 6

1,492,949

1 13,133

98 848

1,453,089 1,704,931

i\
tt

16

1 s(a)

987 ,67 |

269,022

1,412,692

298,590

L,256,693 Lr7 11,282

2,709,782 3r416,212

92,218 19,481

Date t,

13

Date
L618 .



KENYA AIRPORTS AUTHORITY
CASH FLOW STATEMENT

FOR THE PERIOD ENDED 3OTH JUNE 2OO7

Notes 2006/07
Kshs.'ooo

200s/06
Kshs.'ooo

Net cash from operating activities

Cash from Investing activities

Purchase of Property, plant and Equipment

Proceeds from sale of properfy, plant and Equipment

Investment income

Investment in freasury bills

Interest Received

Net Cash used in Investing activities

L7 1,3 54,954 2,319,913

:l

(1,326,349)

7,371

lg7,gg5

(154,314)

13,725

(402,692)

166,967

(200,000)

14 668

(1,271,732) (427,047\

Cash flow from financing acfivities

Realized forex exchange gain

Repayment of long term loan

Proceeds from long term borrowing

Proceeds from Airstrip Funds

Cash from Reserve account

Dividend Paid
,)

li Disbursement of Airstrip fundst-!

Net cash used in Financing activities

Net Increase in cash and cash equivalents

Cash & cash equivalents at beginning of period
Cash and Cash equivalents at end of period

181,223 (240,629)

24,656

Q76,644)

35,000

3 10,000

107,592

91,432

(298,210)

36,257

46,900

(100,000)

(19,39 0) (16,9 07)

264,345

3,873,956

I,659,239

2,215,779

l2(a) 4,138,301 3,g73.956
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NOTES TO TI{E FTAIANCIAL STATEMENTS
FOR THE YEAR ENDED 3OTH JTINE 2OO7

1. Accounting Policies
The principalaccounting policies adopted in the preparation of these financialstatements are set outbelow:

(a) Basis of preparation:
The financial statements are Prepared in accordance with and comply to International FinancialReporting Standards.

(b) Depreciation

Freehold land is not depreciated as it is deemed to have an indefinite life.

Depreciation on fixed assets is calculated using the straight-line method so as to write off the cost orvaluation of the assets over their estimated usJful lives u"sing the following annual rates:
Rate

Freehold Land Nil
Pavements (Runways, aprons, taxiways and roads) 4.0%
Permanent buildings 2.5%
Emergency Service Vehicles rc.0%
Other Motor vehicles Z5.O%
Electrical -MechanicalEquipment 

5.0%o
Other Machinery rc.O%
Offlce Equipment, Fumiture and Fixture s 20.0%
Computer and accessories 3O.O%

capital work in progress is not depreciated until such time as the asset is brought into use.

(c) Grants
crants towards capital are deferred and brought into income on a basis consistent with theamortization of the related capital assets. rhii is in compliance with IAS 20.

(d) Accounting for Leases

Prepaid leasehold Iand is recorded as lease rental and amortised overtheterm of the lease inaccordance with IAS 17.

(e) Inventories

IiffiT:Ti:;ffiTf;:1,?:1";:ir:::"st 
and net rearisabre varue. costs of issues are carcurated using

I5
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I

s

(f) Properfy, plant and equipment
Proper-ty, plant and equiprnent are stated at cost or valuation Iess accumulated depreciation. All
capitalworks are valued at cost.

(g) Foreign exchange Transactions

; fransactions during the year are convefted irito Kenya shilling at exchange rates ruling at thef lransaction dates. Monetary assets and liabiliti.r, *hi.h ur. ,ipr.rr.d irrloreign curre-ncies, are
i translated into Kenya shillings at exchange rates ruling at the balance sheet date. The resultino, ..^^ e ------ _--_'_o rrv rwourlrrrE;

i differences from conversion and translation are dealt with in the profit and loss account in the year,
i in which they arise.

(h) Revenue Recognition
This includes both aeronautical and non-aeronautical revenues, but excludes investment income, and
exchange gains on exchange rate fluctuations. The revenue is recognised when existing airport
services such as landing and parking are utilized. Others such as concession and rent are recognised
when due.

(i) Retirement Benefits
Any contributions made to the company's funded Pension Scheme in respect of current service are
charged against income on the basis of actuarially established contribution rate.

fi) Income Tax
Current income tax expense is the amount charged in respect of the profit for the year and it is
determined in accordance with The Kenya Income Tax Act.

Defered income tax is provided in full, using the liability method, for all temporary differences
arising between the tax bases of assets and liabilities and their carrying values for dnancial reporting
purposes' Tax rates enacted or substantively enacted at the balance sheet date are used to determine
deferred tax. Deferred income tax assets are recognized only to the extent that it is probable that
future taxable profits will be available against which temporary differences can be utilized.

i'
t
t*;
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KENYA AI RPORTS AUTHORITY
NOTES TO THE FINANCIAL STATE

FOR THE YEAR ENDED 30 JUNE
MENTS

I

2007

\
I

1 ANALYSIS OF OPERATING REVENUE
Aeronautical Revenue
Landing and Parking

Passenger Service Charge

Fuel Throughput
Non-aeronautical Revenue
Rentals

Concessions

Other Non aeronautical revenue

Total Operating Revenue

2 ANALYSIS OF'OPERATING EXPENSES
Salaries, wages and benefits

Restructuring costs

Other administration expenses

Professional fees

Legal fees

Audit fees

Directors emoluments

Fees

Other remuneration

Consumption of inventories

Repairs & Maintenance

Depreciation and amoftisation expenses

General Expenses

Total expenses

5,391,037 4,958,375

2006t07

IGhs.'ooo

1,847,605

2,133,257

264,816

339,91 5

646,378

I 59,1 66

200st06
IGhs.'ooo

1,83 1,175

1,973,549

252,425

309,629
453,343

138.2s7

,

1,303,819

520,7t6

30,809
4,424

1,164,820

577,101

507,949

39,128
2,944

26,625
27,410

139,197

314,499

564,339

17,776

32,948
20,697

101,649

220,968
556,493

1 7,3 83

2,949,614 3,242,070

3 ANALYSIS OF NON OPERATING REVEI.ITJE (E)PENSES)
Total Interest income 236,039
Interest expense (117,690)

Net Gair(Loss) on exchange 134,146
Gair/(Loss) on Disposal of Fixed Assests 2,622
Total non operating revenue (Expenses) 255,L77

232,364
(1 58,796)

128,902

202,470

17



KENYA AIRPORTS AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2OO7

4 fncome tax expense

Tax

Balance Sheet
Balance bfud
Charge for the year

Paid During the year

Balance cfwd

Profit and Loss account
Current Tax at 30%(2005106:30%)
on the taxable profit for the year
Deferred Taxation charge/(credit) (note 8)
Tax Expense

Accounting profit before taxation

Tax applicable rate of 30% (2005t06) 3O%)
Ta;c effects of:
Net expenses not deductible for tax purposes
(Revers ing)/originating temporary differences

2006t07
Kshs.'ooo

249,029

855,5 l2
(1,029,559)

200st06
Kshs.'ooo

93,773

614,955
(4s9,600)

74,983 249,029

855,512

s3,929
614,955

10,969
909,440 625,723

fi The income tax based on profit before income tax differs from the theoretical
amount that would arise using the tax rate applicable as follows:

2006/07

Kshs.'ooo
200s/06

IGhs.'ooo
2,696,540 1,9r8 ,776

808,962 575,633

46,550
53,929

39,222

10,969
909,441 625,723

(l
L.)

18
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KENYA AIRPORTS AUTHORIry
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2OO7

6 Intangible Assets-computer soffware costs 2006t07
IGhs.'ooo

2,191
) 58

5,849

200s/06
IGhs.'ooo

1,465
726

Cost
At start of year
Additions during the year
At end ofyear
Amortisation
At start of year
Amortisation Charge for the year
At end of year

Net book value at end ofyear

1,09'l

1,669

3,085 L,094

IGhs.rooo I(shs.'ooo

6 6,694,945
6 945 6,694,945

596,949 529,323
bt 67

2, 1

440
657

llgglPtq assets.comprise costs incuned on acquisition of computer software. Amortisation is
calculated on a straight line basis over estimated useful litb not bxceeding three years.

ffi 7 Operating Lease
Leasehold land

Cost
At start of year
At end of year

Amortisation
At start of year
Charge for the year
At end of year

Net book value
At end of year

{

L,

Operating lease rental relates to cost incurred in acquiring interests in leasehold land. As these
assets were transferred to the Authority by the govemment at no cos! related cost of acquis-
ition was determined by a registered valuer, B.Kavivya. The cost is included in the financial
:l3l:li:ll"f ,a 

lgng terrir. prep-ayment which'iiamortiied to ti,i protiiand loss account on asralgnt tme basis over the terms of various leases.

20



KENYA AIRPORTS AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2OO7

8 Deferred tax assets/(liabilify)

I
Deferred itrcome tax is calculated using the enacted income tax of 30% (20005!06 -30%)
The movements in the deferred income tax account were as follows:-

2006t07

IGhs.'ooo

At start of year

Deferred tax adjustment

Profit and loss account debit

(98,848)

(53,929)

At end of year (152,77 6)

Deferred income tax assets/ liabilities, deferred income tax credit in the profit and loss
account and defened income tax credit in equity are attributable to the following items

tiA
i il, Deferred tax assets/(liability)

2005/06

trkhs.'ooo

29,127

(1 17,107)

( I 0,868)

(98,848)

At start of
year

IGhs.'ooo

(98,848)

Debit to profit
and loss a./c

IGhs.'ooo

(53,929)

At end of
year

I(shs.'ooo

(152,776)

Property, PIant and equipment:
Accelerated tax depreciation
Deferred tax adjustment

Net deferred tax liability

9 Inventories
Inventories comprises :-
Spares
Fuel, Oil and Lubricants
Foam Compound
Plant and Equipment consumables
Other Inventories

Less provision for obsolete stock

(98,848) (1s2,7761

t, I

2006t07
IGhs.'ooo

19,360
3,470

32,116
53,55 g

92

(r,849

2005t06
IGhs.'ooo

22,745
2,197

48,559
56,372
15,390

i"l

(t 6,507)
L24,996 128,736

21
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KENYA AIRPORTS AUTHORIry
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDEO 30 JUNE 2OO7

l0 (a) Trade Receivables and Prepayments
Gross trade receivables
Prudential Bank

Less: Provisions for Bad debts

Provision for Prudential Bank
Net Receivables
Prepayments

Other Debtors
Kenya Pipeline Co. Ltd.
World Food Program
Department of Defence
Advances to Staff
Other Debtors

Cash in hand and at bank
Term deposits
Call deposits

2006t01
Kshs.'ooo
r,392,503

86.627

2005/06
Kshs.'ooo

1,112,247
86.627

l0(b)
l0[cl

1,479,131
(469,894)

(86

1, I 98,974
(478,278)
(86,627\

922,610
t44,762

83,699
44,969

633,969
32,403

16,3 1g

38.011

83,699
42,501
40,825
22,414
5 I ,910

in,L)

1,250,366 907,720

(b) Bad Debts Provision (Specil-rc) 2006t01 2005/06
Kshs.'ooo Kshs.'ooo

As at July 1,2006 478,278 490,736
Specific provision for the year (8,385) (12,458)
As at June 30,2007 469,894 47S,2jd

Trade receivables are recognised and carried at original invoice amount less specific
provision for uncollectable debts. The specific provision is based on review on a case
by case basis of all doubtful debts. Bad debts are written offas incurred.

2006/07 200st06
(c) Prudential Bank Provision Kshs.'ooo Kshs.'ooo
As at July 1,2006 86,627 86,627
Specific provision for the year
As at June 30,2007 86,627 86,627

Kshs.86,627,373 is an investment with Prudential Bank which is under Receivership.

1l Reserve account 2006t07

Kshs.'ooo
347,E02

2005/06

Kshs.'ooo
455,395

This is cash held in Bank of Africa (formerly Credit Agricole Indosuez) under special
security anangement with KBC Bank Belgium in respect of the long term loan for
Jomo Kenyafta Intemational Airport rehabilitation project carried out in 1998-2000 period.
The funds are not available for day to day operations of the Authority.

l2(a)Cash and Cash Equivalents 2006t07
Kshs.'ooo

346,149
3,225,930

256,252
3,828.332 3,854.606

2005t06
IGhs.'ooo
2t3,332

2,85 1,656

789,6 18

l2(bl Airstrips Fund Cash Balance

22

309,970 19,350



KEI.IYA AIRPORTS AUTHORITY
NOTES 10 THE FINANCIAL ST^TEMENTS

FOR THE YEAR ENOED 2OO?

t 2006t07
IGhs.'ooo

154,314

2005t06
Kshs.'ooo

200,000

l2(c) fnvestment in Government Securities
Treasury bill maturing within ayeat

13 Grants
13(a) Government and Donor Grants

At start of year

Additional grants

Amortisation of total govV donor grants

At end ofyear

Balance at I July 2007

Received during the year

Utilised during the year

Fund Balance as at 30.6.2007

L54,374

Term deposis have a rnaturity running for three to six months from the date of
placement. All deposits are placed with local banks.
For the purpose of the cash flow statement, cash equivalents include short term
deposits which are readily convertible into amounts of casli and wirich have a
maturity running for three to six months.

1 00,000

2006t07

Kshs.'ooo

7,396,329

06

200s/06

Kshs.'ooo

7,556,944

(160,515)

7,235,813 7

Government grarrt relates to assets transferred frorn the government to the Authority.
These mainly comprise of freehold land,operating lease rentals,pavement and buildings,
motor vehicles,machinery arrd equipments, furnifure and fittir:gs ,stocks and spares,
debtors and cash.

l3(b) Airstrip Fund 2006/07

Kshs.'000

19,350

310,000

2005t06

Kshs.'000

n 9 80)

36,257

(r6.907)

19,350

The Airstrip fund relates to amounts received from the Ministry of Transport on agency
basis to be utilised on maintenance of public airstrips in the country.

309,970

23
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KENYA AIRPORTS AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2OO7

0
I5 Long Term Loans

15(a) KBC Bank (Betgium)
Balance b/f-repayable in 20l l
Loan Repayment
Exchange rate fl uctuation
Total loan outstanding
less: Amount due in one year

i5(b) World Bank
Balance b/f
Received during the year
Balance c/f

Trade Payables
Security Deposits
Tax Provision
Restructuring costs payable
Provision for Staff Bonus
Other Provisions
Proposed dividend
Retainage payable
Other Payables

2006t07
Kshs.'ooo
1,791,539
(276,644)

t69,

200s/06
IGhs.'ooo
2,230,495
(298,210)

74
1,345, I I g

(269,022
1,791,539
(298,590

I 6,096 l14 9

200s/06
IGhs.'ooo

The KBC Bank loan was borrowed frorn KBC Bank- Bergiurn in 1999. The purpose
of this loan was to fund rehabilitation of Jomo Kenyatta International Airport.
The loan is repayable semi-annuaily tilr 30 November 201 I .

The exchange movement relate to the effect of translation of the outstanding balance
to Kenya shillings equivalent at the exchange rate ruling at the balance sheet date.n

L; 2006t07
IGhs.'ooo

I 13,133

I I 1,094 r 13,u3
224,217

The world Bank Loan was acquired to fund various projects under the Northern co'idorTransport Improvement project.

16 Payables and Accruals Kshs.'ooo

I 13,133

3l1,393
35,221

74,990

10,640

I30,g5l
134,794

I 30,000

142,236

17,569

IGhs.'ooo

167,337

24,960

249,027

556,699

62,901
126,003

130,000

44,920

51 056
987,67t 1,412,692

25



KENYA AIRPORTS AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2OO7

t 17 Cash generated from operations
2007 t06

Kshs.'ooo

2,441,423

564,339

2006i05
Kshs.'ooo

1,716,306

556,493

Operating Profit
Ajustments:
Net Depreciation charge

Decrease Inventories

Increase in trade and other receivables

Decrease in trade payables and accruals

Cash generated from operations
lnterest paid

Income taxes paid

Net cash from operating activities

18 Commitments

(a) Contracted but not provided for in the f,rnancial

statements.

(b) Commitments approved and authorised but not

contracted for at the close of the year.

3,005,762

3,740

(266,562)
(250,973)

2,272r799

5,939

(70,758)

720,140

2,491,967
(107,555)

(r,029,559)

2,,928,020

(i48,506)
(459,601)

1,354,854 2,3191913
I

2007106

Kshs.'ooo

16,ll4

2006i05

Kshs.'ooo

11,213

223 253
239,369

513

183,726

19 Contingency
Total exposure to KAA following legal suits filed by third parties is remotely estimated at

Kshs. 100,000,000

20 Comparatives
Where necessary, comparatives figures have been adjusted to take into account, the

effect of prior year adjustment.

21 Currency
The financial statements are presented in Kenya Shiilings thousands.

22 Staff levels

The number of persons employed by the Authority at the year end was 1453 (2005106;1328)

26


