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Vision, Mission and Mandate

Vision
To be the preferred provider of rail transport services

Mission
To provide a customer focused, efficient and sustainable rail
transport system

Our Mandate

1. Provide skills and technology for the railway sector

2. Provide efficient and effective railway services

3. Leverage our assets to grow business

4. Promotion, facilitation and participation in national and
metropolitan railway network development
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1.0 CORPORATE INFORMATION

1.1 Incorporation
The corporation is incorporated in Kenya under the Kenya Ratlways Corporation Act, cap 397 of the
laws of Kenya as a state corporation and is domiciled in Kenya.

Lad Principal activities
The Corporation's principal activity is to provide a co-ordinated and integrated system within Kenya
of:-

i.  rail & inland waterways transport services
i port facilities in relation to inland waterways transport services
i Auxiliary road services in connection therewith.
| B Concession

After many years of loss making, the Government decided to concession freight and passenger rail
services. Subsequently the KRC ACT was amended to allow provision of rail services through
concession. In November 20006, the Government and Kenya Railways signed a concession agreement
with Rift Valley Railways Ltd for freight and passenger services.

1.4 Directors
The Directors who served the Corporation during the year/period were as follows:

(1) Gen.(Rtd.) Jeremiah M. Kianga.EGH.CBS Chairman

(1) Mr. Atanas K. Maina Managing Director
(ii1)  Dr. Henry Rotich CS - Treasury (Alt. Esther Koimett, CBS, EBS)
(iv)  Mr. Irungu Nyakera PS- MOTIHUD (Alt. Mr.Duncan Hunda)

(v) Prof. Arch. Paul M. Maringa (PhD), CBS, Corp, Arch, Maak, MKip PS- MOTIHUD (Alt.
Mr. Duncan Hunda)

(vi)  Ms Catherine Mturi Wairi Managing Director - KPA

(vit)  Mrs. Hellen Wamuiga Karu Director

(viii)  Mr. John Kimanthi Maingi Director

(ix)  Mr. Joseph Cheruiyot Director up to 28th October 2016

(x) Amb. Dr. John M. Mutiso Dircctor up to 28th October 2016

(x1)  Mr. Herman N. Gaitho Director

(xi1)  Mrs. Juliette J. Kipkorir Director

(xiit)  Mr. Josephat Lelgo Kibyegon Dircctor with effect from 28th October 2016
(xiv)  Mr. Christopher Musembi Mumo Director with effect from 28th October 2016
(xv)  Ms Hellen Mungania Corporation Secretary

1.5 Registered office

Kenya Railways HeadQuarters
LR No. 209/11954/2
Workshop Road

Off Hatle Scllasie Avenue

P.O Box 30121-00100
NATROBI
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CORPORATE INFORMATION (CONTINUED)
1.6 Corporate Headquarters

Kenya Railways tHeadQuarters
Haile Scllasic Avenue

2.0 Box 30121-00100
NAIROBI

1.7 Corporate Contacts

Telephone: +254 (0) 709907000

Mobile Nos: 0708572574, 0728603581, 0728603582,
E-mail: infofwkre.co.ke

Website: www . kre.coke

1.8 Corporate Bankers

i.  Kenya Commercial Bank
Moi Avenue Branch
0. Box 30081, 00100
NAIROBI

. Citi Bank N.A
Uppcr Hill Branch
P.O Box 30711, 00100
NAITROBI

i, bquity Bank
Moi Avenue Branch
P.O Box 75104, 00200
NAIROBI

1.9 Independent auditor

Auditor General

Office of the Auditor - General
P.O. Box 30084-00100
NATROBI
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CORPORATE INFORMATION (CONTINUED)

.10

I

(OS]

9,

Principal Legal Advisors

Behan Okero Advocates
P.O. Box 1234 - 40100
KISUMU

Prof. Albert Mumma and
company advocates
10481-00100

NAIROBI

Humphrey and company
advocatcs

21398-00100

NAIROBI

Mukite
Advocates

P.O. Box 149-20100
NAKURU

Musangi & Co.

Mutonyi Mbiyu & Co.
Advocates
P.O. Box 14219

NAKURU

Oraro & Co. Advocalces
P.0. Box 51236-00200
NAIROBI

Mwaniki Gachoka & C'o. Advocates
> O. Box 13439-00800

NAIROBI

[namdar & Inamdar
Advocates

P O. Box 43891-00100
NAIROBI

Nalya & Co. Advocales
P O. Box 235
ELDORET

10.

12.

13.

14.

15.

16.

Ndegwa ~ Muthama  katisya  and
associates
P.O. Box 87171-80100

MOMBASA

Kiogora Mutai and co. advocates
45790-00100 Nairobi
NAIROBI

Musinga Munyithya & Co. Advocates
P.O. Box 84367-80100
MOMBASA

Tom Mutel Advocales
P.O. Box 7289-30100
ELDORET

K. Macharia and co. advocates
P.O. Box 32304-00600
NAIROBI

Nungo. Oduor and Waigwa advocates
P.O. Box 70678-00400
NAIROBI

Miller & Co. Advocates
P.O. Box 45707-00100
NAIROBI
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2.0 THE BOARD OF DIRECTORS

Gen.(Rtd.) Jeremiah M. Kianga, EGH,CBS, nd¢’(K) “egse’(USA) ]
Chairman

General Jeremiah Mutinda Kianga was born on 26 April 1950 He holds a Masters
Degree in Strategy and Military Science from the Kansas University USA.

Prior to his appointment as Chairman of the Board of Dircctors of the Kenya
Railways Corporation in 201 1. Gen. (Rtd) Jeremiah M. Kianga was the immediate
former Chicl of the Defence Forces in the Kenya defence Forees. He has 42 years
experience in military training. leadership and command. His term expires on 19th
| July 2017

Mr. Atanas K. Maina
Managing Director
Mr Atanas K. Maina ( born on 4" August 1966). holds a Bachelors Degree in Law
from the University of Nairobi. Posteraduate Diploma in Law from the Kenya
School of Law. He is a Certified Public Sceretary (CPS) and an Associate Member
ol the Chartered Institute of Arbitrators.

Prior to his appointment, he was the Group € ompany Secretary and the Head of
Group Legal Services at UAP Holdings from I* April 2011 to 31 December
2012. Under this capacity, he was involved in the provision of in house legal
counsel and company secretarial services.

Prof. Arch. Paul M. Marm"'t (I’hl)), C BS C mp, Arch, Mddk MKlp

PS- State Department of Transport from April 2017

Prof. Maringa was born in 1959. e holds a Doctor of Philosophy-
(Environmental Planning) from Jomo Kenyatta University of Agriculture and
Technology: a Masters of Arts in Planning — (Urban &Regional planning) from
the University of Nairobi and a Bachelor of Architecture Degree from the
University of Nairobi. Prior to his current appointment he was the Principal
Secretary, State Department of Public Works from December 2015.

; / He is a Member of Architectural Association of Kenya (AAK — Architects chapter
i registered/ Architect) Architectural Association of Kenya (AAK —~Town
planning chapter-Graduate member) Kenya Institute ol Planners (KIP-Graduate
member) 7
Mr lrungu NVAI\U‘A

’\ Immediate former PS- Transport services

o Q’ Mr Nyakcra was born on 13" May 1982. he holds a Bachelor of Scicnee,
(-'} i Management  Science  and  Engineering  (Financial -~ Analysis and  Deccision
J Fngineering) from the Stanford University. CA. USA and a Posl Graduate

Procram- Coursework in Computer Science, Physics and French-Graduated Cum-
[Laude

Prior o his appointment, he was the  Managing Director of Equity [nvestment
Bank. Subsidiary of Equity Group Holdings. . e also worked as a Regional
Dircctor. Last and Southern Africa. Managing Director NIC Capital Limited
having previously been a - Senior Associate, Deputy General Manager. Gieneral

Manager at the same firm). Te also worked with Citigroup Global Markets. as a
Financial Analyst, Emerging Markets Investment sanking Team. London. K
and a4 Summer \ndl\sl New York. NY
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Cabinet Secretary, National Treasury

Mr. Henry Rotich (47 years) is the Cabinet Sccretary for the National Treasury.
tHe holds a Master’s Degree in Liconomics and a Bachelor’s Degree in Economics
(First Class Honours), both from University of Nairobi. Ie also holds a Master’s
Degree in Public Administration (MPA) from IHarvard University.

Prior to this appointment, Mr. Rotich was the head of Macrocconomics at the
Treasury, Ministry of Finance. since March 2006. Under this capacity, he was
involved in formulation of macroeconomic policies that ensured an affordable and
sustainable path of public spending aimed at achicving the Government’s
development priorities. He also worked at the Research Department of the Central
Bank of Kenya since 1994. Between 2001 and 2004, he was attached to the
[nternational Monctary Fund (IMF) local office in Nairobi to work as an
economist.

Ms. Catherine Mturi Wairi
Managing Director KPA

Ms Catherine Mturi Wairi was born in the 1970s holds a Bachelor of Science
(Honours) in Finance and Accounting from United States University, Nairobi and
a Master of Business Administration from the same institution. She is a certified
Public Accountant of Kenya ~ CPA (K) and certified Public Secretary of Kenya
CPS (K). In addition to this, she is also a certified SAP Consultant, Finance. She
has worked at KPA for the last 23 years, having joined as a Jjunior accountant |
1993.She previously worked as Manager for Finance as well as manager for
Financial Accounting and Manager for Management Accounting.

Mr. John Kimanthi Maingi

Mr John Kimanthi Maingi was born on 15" May 1962. He has a CPA 1from
Strathmore University

He is the Managing Director of Kenya Tyres Distributors [imited running the day
to day business of the company. Previously he was the Managing Director of King
Cargo Agencies between 1997 and 2007

Mli]?)&Cph Cheruiyot

Mr Joseph Cheruiyot was born on 21° April 1948. He holds a P1 Certificate from
the Kisii Teachers College

He was the Education Officer — Kuresoi Division between 1996 and 2003, the
Divisional Inspector of School — Keringet Division between 1994 and 1996, the
Assistant primary school inspector — Molo South Zone between 1989 and 1994
and had various teaching positions between 1974 and 1989.
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Mrs. Hellen Wamuiga Karu 3 !

i . ; | i |
Mrs Hellen Wamuiga Karu was born on 22" October 1968. she holds a Post|
Graduate Diploma in Project Planning and Management — University of Na [ |

and a Bachelor of Arts in Building Economics — University ol Nairobi. She is a |

Graduate Member of the Institute of Quantity Surveyors ol Kenya (1QSK)

Mrs. Hellen Wamuiga has 20 years experience in successful event and project
planning. development and management. expertise in managing construction and |
project maintenance, events organization. contract negotiations and budgct
management. She is currently the lEstates Manager at the Jomo Kenyatta
University of Agriculture and Technology (JKUAT)

Amb. Dr. John Mutinda Mutiso

Born on 26" July 1968, Amb Dr John Mutinda Mutiso is a Doctor of Philosophy
in Finance. JOOUST University. He holds an MBA (Finance) DR BAMU
University, India,-BA (Statistics, Econ, & Public Admin) from the Government
College of Arts & Sciences.-Licentiate Certificate of the Institute of Insurance.-
Fellow Certilicate  of  FACP  (UK).-Diploma in  Journalism and Mass
Communication. Horniman College,-Visitors  Programme in - US  Financial
Systems. He is a member of Public Relations Society of Kenya (PRSK).

Prior to his appointment, Amb. Dr. John Mutiso was the Iigh Commissioner 1o
the United Republic of Tanzania between 2009 and 2013. He was also the
Member of Parliament (M.P) for Kilome Constituency and Deputy Chiel Whip
between 2001 and 2007 and the Assistant Manager Furniture Center  between
1992 and 1994 -

Mrs. Juliette Jeptoo Kipkorir
Appointed on 15" October 2015
Born on 12" December 1977, Mrs Juliette Jeptoo holds an MBA Marketing and a
Bachelor of Commerce (Marketing) from the Kisii University. She has Higher
Diploma in Human Resource {rom the Rehema Institute and Diplomas in Public
Relations and Food Sciences and Technology from the Kaimoi Technical Institute
& Rovyal Institute of Management Studies respectively. She is also a Trainer ol
Trainces UN Women

Mrs. Juliette Jeptoo was the Human Resource and Training Manager ol Joylul

“Woman Organization between 2010 and 2013

Mr. Herman Gaitho

Appointed on 15" October 2015

Born on 22" September 1962. Mr Gaitho holds a Post Graduate degree in
Computer Science, -BSc (Hons) in Electrical and Electronics Engineering from
the University ol Nairobi

He has experience in the ficld of ICT of 27 years in Banking and' Finance and 3

years experience as an [CT Consultant. His specialization is in the arcas ol project
management. business process re-engineering. application development, system
integration. training and payment technologices
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Mr. Ch ri;s{uph;l: M. Mumo

Born on 31st May 1973. Mr. Musembi Mumo holds a Bachelor of Architecture
from the University of Nairobi. He is a registered Architect in private practice with
over 15 years of experience. He has served on the board of the Architectural
Association of Kenya and [:ast African Institute of Architects.

Mr. Josephat K. L.elgo

Born on 6th October 1986. Mr. Lelgo is a Certified Public Accountants (CPA-K)
and holds a Bachelor of Business Management (BBM- Banking and Finance) 2nd
class honors upper division from Moi University. e is currently undertaking a
Master of Business Administration (MBA- Finance) at Jomo Kenyatta University
(JKUAT)

Le is currently the Chief Accountant, Blue Financial Services (K).
Ms Hellen Mungania

Corporation Secretary

Born on 5th October 1972, Ms Helen Mungania has been the Corporation
Secretary since May 2013. She holds a Bachclor of Law degree from the
University of Nairobi, a Post Graduate Diploma in [Law from the Kenya School of
Law and a Diploma in Human Resource Management from Kenya Institute of
Management .She is a member of the Law Society of Kenya, Law Soc and
[nstitute of Certified Public Secretaries of Kenya.

Prior to the current appointment, she was the Legal Services Manager at Kenya
Literature Bureau. She has experience in the field of litigation, insurance law and
company secretarial practice.
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3.0 MANAGEMENT TEAM | 7 o

e [ Mr. Atanas Kariuki Maina
3 {
- Managing Director

Mr. A.K Maina was appointed Managing Director on 3rd February 2014
Qualifications:
' Bachelor of Law degree and Post Graduate Diploma in Law

e is member of Commonwealth Lawyers Association and Kenya Law
Society

Ms Hellen Kiende Mungania

Corporation Secretary

Qualifications:
Bachelor of Law degree and a Post Graduate Diploma in Law.

She 1s a member of Commonwealth Lawyers Association Kenya, [Law
Socicety and [CPSK

" Ms. Milly Kizili
Principal RTI
Qualifications:

MBA in strategic management, Post Graduate Degree in HR . Post
Graduate Degree in Finance and a Bachelor of Education degree.

-
CPA Alfred Matheka
General Manager Finance
BAPR (2% Qualifications:

™R MBA in strategic management and  Bachelor of  Commerce in
Accounting, Certified Financial Modeller

[le 1s Member of [CPAK

‘4 T
|
Ny Iong. Maxwell Mengich
‘7; Project Manager — SGR
|
. ‘ Qualifications:
P - Bse Civil Engineering
\ £ ¢
Y [lc is member of Eingincers Registration Board of Kenya
A . =
i N
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.

| Eng Benedict Kimau

Wlng. David Ngoma Mwadali

Ag. General Manager Concession w.e.f 17th January 2017

Qualifications:
Bsc. Mechanical Engineering
Master in Business Administration (MBA) ,Project Management

Member of Engineers Board of Kenya (EBK) and Institute of Engineers

of Kenya (IEK)

Ag. General Manager Concession up to 16th January 2017

Qualifications:

Bsc Civil engineering

[e is a member of Engineers Registration Board of Kenya

Mr. Thuranira Kinagwi
General Manager — Business

Qualifications:
BA(Land Economics); MBA: PG Dip in Marketing Management; Dip in
Management Information Systems

He is a member of KIM, IMIS (UK)

Ms Josephine Masibo
HR & Admin Manager

Qualilications:

BA, MBA, PGDIP HRM and training in HR management Skills

She is a member of [TIRM

Mr. chTrﬁ?K;ccﬁ
Risk & Audit Manager

Qualifications:
BCom (Accounting Option), MBA.CPA(K),CISA

He is a member of ICPAK & ISACA

9
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| Capt.(Rtd) Nicholas Mutunga

2017 .

Ms Lucy Njoroge ;
Procurement Manager

Qualifications:
MBA in Strategic Management, Graduate Diploma in Procurement &
Supply. Certificate in Executive lcadership, Certificate in Project

[.cadership. Bachelor of Science in Mathematics.

She is a member of CIPS & KISM

Security Services Manager

Qualifications:
BSc in Military Science, Dip in Military Science

Mr. Ibrahim Mwadime

Ms Mary Oyuke .
Corporate Affairs Manager

Qualifications:
Masters in Corporate Communication. Bsc in Family & Consumer

studies
She is a member of Marketing Society of Kenya- MSK
I1CT Manager

Qualifications:

Masters in Information Science. Dip in Information Studies

[le is a Member of LIMIS
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4.0 CHAIRMAN’S STATEMENT

FOREWORD
[ take pleasure in presenting the Annual Report and financial statements for Kenya Railways for the
year ended June 30, 2017.

BUSINESS ENVIRONMENT

Despite having made significant progress in infrastructure development in recent years, Kenya's
transport infrastructure is inadequate to meet the Country’s needs. The Country’s infrastructure
indicators may look relatively good compared to other low-income countries in Africa, but they
remain below the levels found in Africa’s middle-income economies, like Egypt or Nigeria. Bringing
Kenya’s infrastructure up to the level of the region’s middle-income countries could boost annual
growth by more than three percentage points.

Kenya’s development plans include significant improvements to roads, railways, scaports, airports,
water and sanitation, as the country attempts to increase its competitiveness in the global market.
Road and rail connections with neighbouring countries are still limited, but Kenya could be an
important regional hub for air transport, railways, and ports. In the last decade, we have learned a lot
as a corporation and we are investing for the future. With a solid commitment to our customers, the
environment and the communities we serve, we are developing the Standard Gauge Railway (SGR)
to position Kenya Railways as a central pillar of the solution to our national and regional
transportation challenges now and in the foresceable future.

INDUSTRY TRENDS

FFor a very long time, the transportation industry in Kenya has been largely controlled by road trucks,
transporting nearly 98% of freight from the port of Mombasa. The metre gauge railway operations
have faced challenges and only managed to haul 2% of the freight. Clearly this is a problem we have
to solve and Kenya Railways has dedicated considerable attention (o it in the coming years, with the
implementation of the Standard Gauge Railway (SGR) project.

With the operations on the Standard Gauge Railway line and "Madaraka Lixpress” service between
Mombasa and Nairobi commissioned on May 31, 2017, we expect to see a marked improvement in
the overall efficiency of freight transport within the Northern Corridor, and also a remarkable shift in
passenger transport. The SGR will run freight trains with 54 double stack flat wagons, carrying 216
1E=Us per trip and a trailing load of 4.000 tonnes on cach train, thus raising Kenya’s total economic
production by at least 1.5 per cent.

Fmbakast ICD. located within the Nairobi environs is a key component of the SGR project since the
cargo transported on the SGR line will be offloaded at the facility for clearance by the importers or

I
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their agents. This way the 1CD will play a key role in decongesting the Port of Mombasa. the
Container Freight Stations (CEFSs) and by extension. Mombasa Road.

By the end of June 2017. Madaraka Express had transported over 80.000 passengers. The train L
expected Lo carry up to 1.000.000 passengers per annum for the first four ycars. with this number
increasing o 1.500.000 passengers per year (rom the fourth year of operation. This is a clear mark of
growth for the raitway sector. which can now cffectively compete with other modes of transport.

FINANCIAL PERFORMANCE
The Corporation recorded a profit before tax of Ksh 386 million (2015/16, Ksh. 574 million). The
improvement in the cconomy and prevailing market conditions are expeeted to upscale this.

STRATEGIC FOCUS

These results reflect our strategic focus to manage railway assets and Services in the most efficient
and innovative way to maximize performance. With the implementation ol our core strategic areas.
we believe that we will increase productivity, cnhance corporate governance, improve risk
management and internal control systems. produce sustainable financial growth, reccive high return
on our investment. increase corporation’s sharcholder value and enhance investor confidence.

LOOKING AHEAD TO 2017

With the operations of the first phase of the SGR and Madaraka lixpress on coursc, we rematn
dedicated to ensuring that we offer excellent service to our customers. The zeal we applied in making
this drcam a reality will be replicated in the subscquent phases ol the project, and in achicvement of
other Corporation mandates. We look forward to commencement of construction of Phase 2 of the
SGR; managing and finding a solution for the concession; implementation of the RT1 Master plan
and lcasing out the Ken Rail Towers. We will work in carnest to cnsure that all our initiatives arc
guided by the new Strategic Plan, Year 2017-2022 and in line with repositioning of the railway sector
as a key contributor to national development and cconomy.

CORPORATE SOCIAL RESPONSIBILITY

The Corporation has continued to build strong partnerships with her stakcholders and also with the
wider socicty through a well conceived CSR policy to bolster the environment, social and economic
stature of the needy in the society.

DIVIDEND

Our commitment to grow sharcholder value remains intact as cevidenced by the strong [ull year
performance. The pre tax profit for the year stood at Kshs 364 million. However, we do not intend to
declare dividends this year.

APPRECIATION

[ take this opportunity to record my sincere gratitude to the Government ol Kenya. the Ministry ol
Transport. Infrastructure. Housing and Urban Development under which the Corporation falls. and all
other agencies and related bodies that offer unwavering support to the Corporation and  her
undertakings.

[ convey my appreciation to my collcagues on the Board for their invaluable contribution and
dedication to take the Corporation to greater heights. [ express my gratitude to the valued customers
and investors for their sustained support to the Corporation. [ assure you that ~ T'cam Kenya Railways’
will measure up to your expectations and strive to pertorm even beyond.
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[ commend the management and stall for working tirelessly to achicve the level of business growth
that we witnessed during the year, and more so, for restoring Kenyan's confidence in the railway
sector as a worthy provider of transport services. | am confident that they shall spare no effort to
attain and surpass the targets we have set for the new financial year and according to the 2017-2022
Strategic Plan. In conclusion 1 also wish to thank our stakcholders and business partners for
supporting the Corporation in various ways. We are confident that with your support Kenya Railways
will continue to play its rightful roje in the Country’s economic agenda.

THANK YOU

Gen. (Rtd.) .
CHAIRMAN
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5.0 MANAGING DIRECTOR’S STATEMENT .

PERFORMANCE

Kenya Railways is delighted to announce a successtul year 2016/17. During the year, our corporate
strategies continued to drive growth for the benefit of our stakeholders, and indeed Kenyans and the
rcgion at large can attest to the far we have come. The Corporation has continued to achieve
improved performance in all its arcas ol operations. However. the profitability dropped in the
financial year 2016/17 duc to a risc in expenses during the year

FINANCIAL RESULTS

The Corporation reported a pre tax profit of Kshs 386 million during the financial year ended June
30, 2017 compared to Kshs 574 million during the financial year ended June 30, 2016 representing a
33% decrease in profitability.

2016/17 YEAR IN REVIEW

This year saw huge investment in our capital program. particularly on the Standard Gauge Railway
(SGR) as we completed the first phase of the project. Investing in the new and modern Standard
Gauge Railway is a first step in reawakening the railway scctor in this country. With the launch of the
SGR and subsequent commissioning of "Madaraka Lixpress” service, we expect to realize a good
return and a positive leap for the transport sector. Similar cfforts are being channelled towards
revamping of the commuter rail service and stations in Natrobi, which is an alfirmation to our
commitment to improving the overall transport sector.

IFor us to grow as a business over the long term and achicve our vision of making rail the preferred
mode of transport in Kenya, we first and foremost need o offer and deliver reliable and competitive
services and the required capacity available for growth: but we also need to build a strong rail brand.
continuc to make rail casicer to use and develop a banquet of supply chain solutions with rail as
dominant component. We have started the operations ol the passenger service with great demand
rising daily. We look forward to the commencement ol the freight service later in 2017, which is sct
to also boost carco movement and increase GDP in the region.

HUMAN CAPITAL

As a Corporation we realize that our corporate objectives can only be met with the support ol
committed, contented and loyal staff. We take cognizance ol the fact that KR has continued o bapst
recruitment in order to realise our corporate objectives. and are glad to report that mis‘\Xj\_\ill soBhbe
cnhanced with the implementation ol a new organizational steucture. The structure “secks 1o align
operational roles in order to not only boost the Corporation's performance. but also grow the potential
of the Corporation's human resource. which is necessary o drive personal and Corporate coals to the
next level.

R
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As a Corporation we aim to focus on the skills and capabilities of our staff” through performance
management, succession planning and development programmes. The Railway Training Institute
(RTT) has also continued to offer specialized training in line with implementation and operations of
the SGR, and this will in turn ensure that the much needed technology transfer required for Kenyans
to effectively develop the SGR and operate the Madaraka Express, are availed.

CORPORATE SOCIAL RESPONSIBILITY

As Kenya Railways, we promote Good Corporate Citizenship. We make the promise that we will
remain conscious of the lives and livelihoods of the people in the communities we operate in, and
will participate in projects that provide both emotional and financial support in demonstration of our
commitment to social responsibility. We have an claborate corporate social responsibility policy
integral to our daily operations, and will seek to review this even as we aspire to positively impact
more in the society.

THE FUTURE

The Financial Year 2017/2018 looks promising for the Corporation. The business environment has
continued to be extremely dynamic, unpredictable and characterised by cut-throat competition. We
arc confident that the strides we made this past financial year will be replicated, and even surpassed
as we start implementing our Strategic Plan for Year 2017-2022. As a Corporation we believe we
have employed the right strategies that will continue to reposition take Kenya Railways and take her
to the next level of operational efficiency and success within the operating business environment. We
will continue to remain relevant even as we meet market needs and realize the mandates we have set
out for ourselves. We shall continue to make critical investment decisions, geared to modernization
of rail transport to move more cargo and people in an efficient and cost effective way.

Completion of the Standard Gauge Railway from Mombasa to Nairobi can only serve to push us
further in secing the commencement and completion of the remaining phases. Indeed, we expect that
the promises we made to Kenyans upon the start of this project will be kept, and that Kenya will take
her rightful place in the East African cconomy even as we revolutionize rail transportation in general
and Kenya Railways in particular.

With our [SO recertification in place, we intend to continue to drive efficiencies and act within a
well-stipulated framework even as we execute our mandate in line with international best practices.

CONCLUSION

[n conclusion, [ take this opportunity to sincerely express my appreciation to the Government of
Kenya for continued support, and the Board ol Directors for its wise counsel and guidance. I also
thank the Management team and stalt of Kenya Railways for their tireless cffort towards meeting our
corporate objectives. I greatly appreciate the continued support of our customers and stakcholders
without whom we would not have achicved our objectives. We believe that the strategics outlined
above will be fruitful and position us in line with our vision to: Lo be the preferred provider of
premium rail transport services”

THANK YOU

A. K. Maina
MANAGING DIRECTOR
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6.0 STATEMENT OF CORPORATE GOVERNANCE

The Board of Directors of Kenva Railways Corporation is responsible for the governance ol th
Corporation and is accountable to the sharcholders and stakcholders in ensuring that the Corporatio
complics with the laws and the highest standards of” business cthics and corporale governance.
Accordingly the Board attaches very high importance to the generally accepted corporate governance
practices and has embraced the internationally developed principles and code of best practice of good
corporate governance.

Board of Directors

The roles and functions of the Chairman and the Managing Director are distinet and their respective
responsibilitics clearly defined within the Corporation. 'he Board comprises of 12 (twelve) dircctors
ten (10) of whom arc independent non-executive directors including the Chairman.

The Board defines the Corporation’s stratcgics. objectives and values and ensures that procedures and
practices arc sct in place to ensure clfective control over strategic, financial. opcerational and
compliance issues. The directors bring a wealth of experience and knowledge to the Board's
deliberations. Lixcept for direction and guidance on gencral policy, the Board delegates authority of
its day-to-day business to the Management through the Managing Director. The Board nonctheless is
responsible for the stewardship of the Corporation and assumes responsibilities for the cllective
control over the Corporation. The Corporation Scerctary attends all meetings of the Board and
advisecs the Board on all corporate governance matters as well as prevailing statutory requirements.
As the Corporation is a Statc Corporation, the Inspector General of State Corporations (rom time to
time attends meetings of the Board and Board Committees for oversight and advisory purposes tn
accordance with the State Corporations Act.

Board Mectings

The Board holds meetings on a regular basis while special meetings are called when it is decmed
necessary to do so. The Board held 4 regular and 16 special mecetings during the year under review.
The attendance per board member was as follows:-

BOARD MEMBER | SCHEDULED [ SPECIAL | TOTAL
GEN. (RTD) JEREMIAII M. KIANGA 1 4 | 16 | 20
MR. A. K. MAINA - I 6 20
MR. HENRY ROTICII - E! 12 16
MR. DUNCANTIUNDA ] 4] 12 16
MRS. CATHERINE MTURI-WAIRL [ 3 | 8 1

| MR. CIIRISTOPHER MUSEMBIMUMO | 2 o | 1
MR. JOSEPLHAT KBYEGON LELGO B 2 10 12
MRS. HELLEN WAMUIGAKARU | 4 16 20
MR.JOIIN KIMANTIITMAINGL | 4 16 20
MR JOSEPIT CHERUIYO'T L 7 8
AMB.DRJOHNMUTINDA 1 7 s
MR, [IERMAN GATTIIO. 4+ lo | 20
MRS, JULIELTE JEP TOO - ( 4 Sl 20
MR PETER WAWERU - | 0 1

MS HELEN MUNGANIA v e ] 20
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STATEMENT OF CORPORATE GOVERNANCE (CONTINUED)

COMMITTEES OF THE BOARD

The Board has sct up the following principal Committees which meet under well defined terms of
reference set by the Board. This is intended to facilitate efficient decision making of the Board in
discharging its dutics and responsibilities.

a) Risk & Audit Committee
The Risk & Audit Committee assists the Board in fulfilling its corporate governance
responsibilities and in particular in enhancing internal and fostering effective internal audits

function.
The membership of the Audit Committee is comprised as follows:
i. Mr. Kimanthi Maingi Chairperson

ii. Mr. Herman Gaitho

1. Mr. Joseph Cheruiyot

iv.Mr. Josephat K. L.elgo

v.Principal Secretary, Ministry of Transport and Infrastructure or Alternate
vi.Cabinet Secretary, National ‘Treasury or Alternate (By invitation)
viit.Inspector of State Corporations or Representative (By invitation)

The Committee held 4regular and 6 special meetings in the year under review. The attendance per
board member was as follows:-

BOARD MEMBER SCHEDULED [ SPECIAL [ TOTAL |
MR. A. K. MAINA - 4+ e 0
MR. HENRY ROTICH e e
MR.DUNCAN HUNDA [t 1|3 4
MR.JOSEPHAT LELGO |4 s
MR. HERMAN GAITHO 4 6 n
 MR.KIMANTHIMAINGI 14 |6 10 B
MR.JOSEPH CHERUIYOT I 2 3 i
R. PETER WAWERU 0 0 0o

b) Finance & HR Committee

The Finance & HR Committee is tasked with review of financial performance of the corporation as
well as annual reports prior to publication. It also considers and recommends to the Board for
approval all the human resource policies relating to terms and conditions of service, and placement of
management staff.

The membership of the Finance & Human Resources Committee is comprised as follows

(1) Ms. Juliette Jeptoo Kipkorir Chairperson w.e.f 28" October 2016
(it) Mr. Joseph Cheruiyot Chairman up to 28" October 2016
(it1) Amb. Dr. John Mutinda

(iv)Mrs. Hellen W. Karu

(v) Mr. Christopher M. Mumo

(vi) Principal Sccretary. Ministry of Transport and Infrastructure or Alternate
(vii) Cabinet Sccretary. National ‘Treasury or Alternate

(viil) Inspector of State Corporations or Representative (By invitation)
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STATEMENT OF CORPORATE GOVERNANCE (CONTINUED)

I'he Committee held 4 regular and 6 special mectings in the year under review.

board member was as follows:-

 BOARD MEMBER | SCHEDULED |SPECIAL | TOTAL
MR.A.K.MAINA 14 6 0
| MR.HENRY ROTICIT B 3 e
MR. DUNCANTIUNDA 14 e o |
MRS. HELLEN WAMUIGA R P e
MR. PETER WAWERU 0 ] Jo  Jo
MR. CHIRISTOPHIER MUSEMBI MUMO 2 12 4
MR.JOSEPH CHERUIYOT 2 4 6
AMB. DR. JOIIN MUTISO - 2 I
MRS, JULIETTE JEPTOO 4 s 9
MS. TTELEN MUNGANIA e te T

¢) Business & Concession Committee

| he attendance per

‘This Commuttec assists the Board in fulfilling its oversight responsibilities relating to monitoring the

performance ol the concessionaire,

recommending them to the Board for adoption and approval.

The membership of the Business & Concession Committee is comprised as follows

(1) Amb. Dr. John Mutinda

(1) Mrs. Hellen Wamuiga Karu
(ii1) Mr. lerman Gaitho
(iv)Mrs. Julictte J. Kipkorir

(v) Mr. Kimanthi Maingi

Chairman up to 28" October 2016

Chairman w.c.f. 28" October 2016

(vi) Principal Sccrctary, Ministry of I'ransport and Infrastructure or Alternate
(vit) Cabinet Sceretary. National ‘T reasury or Alternate
(viit) Inspectorate of State Corporations or Representative (By invitation)

The Committee held 4 regular & 8 special meetings in the ycar under review.

board member was as follows:-

[ BOARD MEMBER
| MR.A. K. MAINA
| MR HENRY ROTICIH

| MR, DUNCAN I[UNI)/\

MRS HIELLLE N W \MUI(r/\

| MR. KIMANTHI MAINGI

MR R[\/I/\N GATTHO

MR PITTER W/\V\l RU

/\MB JOIIN Ml TINDA

| MS TIELEN MUNGANIA

[ SCHEDULED

SPECIAL [ TOTAL
8 12
4 18
,,4 SR 8, ————
2 4

- - 7 I - -
7 12
0 o
O
7 12

reviewing various conceptual projects by management and

The attendance per

I8
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STATEMENT OF CORPORATE GOVERNANCE (CONTINUED)

d) Strategic Project Committee

This committee is tasked with receiving and reviewing reports on studies carried out with respect of
projects and monitoring the overall implementation of projects and in particular ensure that timelines
for meeting targets are strictly met.

The membership of the Strategic projects Committee is comprised as follows

(1) Mrs. Hellen Wamuiga Karu Chairperson

(11) Ms. Juliette Jeptoo Kipkorir

(it1) Mr. Kimanthi Maingi

(iv)Mr. Christopher Musembi Mumo

(v) Mr. Josephat K. Lelgo

(vi)Principal Secretary, Ministry of Transport and Infrastructure or Alternate
(vii) Cabinet Secretary, the National Treasury or Alternate

(viii) Inspectorate of State Corporations or Representative (By invitation)

The Committee held 6 regular meetings 11 special meetings in the year under review. The attendance
per board member was as follows:-

BOARD MEMBER | SCHEDULED | SPECIAL [ TOTAL
MR. A. K. MAINA 4 i} 15

MR. HENRY ROTICH 4 ) 4 8

MR. DUNCAN HUNDA 4 7 I
| MR. KIMANTHI MAINGI R e 9 ]
MRS. HELLEN WAMUIGA 4 s

MRS. JULIETTE JEPTOO R 4

MR. CHRISTOPHER MUSEMBI MUMO 2 4 I
'MR.JOSEPHAT K. LELGO ) 2 4 6 O
| MS HELEN MUNGANIA 4 s

Risk Management and Internal Controls

The Corporation has defined procedures and financial controls to ensure the reporting of complete
and accurate accounting information. These cover systems for obtaining authority for all transactions
and for ensuring compliance with the laws and regulations that have significant financial
implications.

[n reviewing the effectiveness of the internal control system, the Board takes into account the results
of work carried out to audit and review the activitics of the Corporation. The Board also considers the
management accounts for cach quarter, reports from cach Board Committee, annual budgetary
proposals, major issucs and strategic opportunitics for the Corporation.

As an integral strategy in achicving its corporate goals, the Board ensures that an optimal mix
between risk and return is maintained. To achieve this goal, a risk management and governance
framework has been put in place to assist the Board in understanding business risk issues and key
performance indicators alfecting the ability of the Corporation to achieve its objectives both in the
short and long term.
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STATEMENT OF CORPORATE GOVERNANCE (CONTINUED) -

Creating Sharcholders’ Value

In order to assurce the sharcholders of the Corporation’s commitment (o activitics that create and
enhance sharcholder value, the Board signs a performance contract with the Government as well as
sets Corporate Performance strategics with Management and continues to perform an annual
evaluation cxercise to review and audit its role and success or otherwise to mect the challenges
cnvisaged at the beginning of cach year.

Directors’ K moluments

The aggregate amount of emoluments paid to directors for services rendered during the financial year
2016 arc disclosed in the notes to the financial statements under note 3. Non-cxecutive directors are
paid sitting allowances for every mecting attended.

Employces

The Corporation secks to adhere to the principles of good governance as appropriate. The
Corporation is a non-discriminatory employer operating an equal opportunities policy which aims to
climinate unfair discrimination, harassment and victimisation. The Corporation is committed to
ensuring all individuals are treated fairly, with respect and are valued irrespective of gender,
disability, social class, nationality, religion, marital status, age. cmployment status, membership or
non-membership of a trade union.

Information and Board Developments

The Board receives detailed bricfing papers and reports on the business to be conducted at cach
meeting onc week in advance of the meeting.

All directors have access to the advice and scrvices of the corporation sccretary who. if necessary,
has access to external legal advice.

Directors receive induction training on appointment to the Board which is tailored to their individual
needs and expericnce. Information is provided to Directors on their responsibilitics. regulations and
legal obligations.
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7.0 CORPORATE SOCIAL RESPONSIBILITY STATEMENT

Corporate Social Responsibility (CSR) remains an integral part of Kenya Railways culture. Guided
by an existing policy and deep commitment to making a difference in people’s lives, the Corporation
commits a substantial budgetary allocation cach year to CSR initiatives. In the year under review, the
Corporation continued to support CSR programmes in its traditional arcas of focus which are health
care, environment, education, and sponsorship of community initiatives.

In this Financial Year, a majority of the CSR initiatives fell under the sponsorship category, touching
on areas related cither to core KR business, or those under the key CSR thematic arcas. Among the
activities undertaken were:-

i.  Sponsorships

- Kilift County International Investment Conference
- Intermodal Africa 2016 Transport Conference and Exhibition
- Annual ARCoCE Conference
- 24th Engineers International Conference
- Golf Tournaments

ii.  The Annual Standard Chartered Marathon

i, Initiative on newspaper donations to Cluster Foundation

i.  Sponsorships
Kilifi Investment Conference

In the just ended Financial Year, the Corporation sponsored the Kilifi County International
[nvestment Confcrence, which was organized by Kenya National Chambers of Commerce and
[ndustry (KNCCI). The conference was an opportune time for Kenya Railways to showcase her
developments with the implementation of the Standard Gauge Railway (SGR) project. Recognized
for the role it is going to play in facilitating trade, the construction of the Standard Gauge Railway
line was termed a timely intervention that would play an important role in improving the welfare of
the country’s citizenry. As part of the sponsorship, Kenya Railways had a speaking opportunity at the
conference, exhibited at a designated stand, and also branded the luncheon arca.

- .

SGR: IMPACT OF
CONSTRUCTION

o1
st

The KR Fxhibition bootl ar the Conference
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Intermodal Africa 2016 Transport Conference and Exhibition 4

The 16th Intermodal Africa Transport Conference and Exhibition was held on 17th and 8.
November 2016, in Mombasa. Intermodal Africa is the biggest annual Container Ports and Terminal
Operations Exhibition and Conference in Africa. and it brought together over 500 executives, 80
exhibitors and sponsors as well as 30 world-class speakers, in a networking session that addressed
topical issues, challenges and opportunities for the global transport sector.

As a major player in the transport industry, and more-so, a key partner to the event host, Kenya Ports
Authority, Kenya Railways sponsored the conference and exhibition, with various sponsorship
benefits accrued. Participation in the event was a good opportunity for KR to underscore her
operations and contribution to the transport sector and overall economy through presentations and
displays showcasing our commuter services. progress with regards to construction of the Standard
Gauge Railway, as well as facilitating a tour of SGR sites to approximately 30 select delegates.

e o 3 S b

¥ T e
Visitors to the Kenya Railways stand at the Intermodal Africa Conference view the display
showcasing KR Projects

Railway Track Engmeer Ms Beatrice Akun presenting on the Standard Gauge Railway project at the 16h

Intermodal Africa Transport Conferance
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Other conferences that the Corporation sponsored, 1n an cffort to enhance the Engineering practice,
were the 2nd Annual Construction Research Conference and Exhibition (ARCoCE) organized
by the National Construction Authority (NCA), which was held from November 2 to 4, 2016 at the
Kenyatta International Convention Centre (KICC). The theme of the event was, "Nurturing the
Transtormation of Kenya’s Construction Industry in Material and Technology for Global Best
Practice” The Corporation also sponsored the 24th Engineers International Conference; an cvent
organized by the Institution of Engincers of Kenya on May 10" -12", 2017 at the Intercontinental
Hotel, Nairobi. The event brought together Engincers, Scientists, and other professionals from the
African Continent and other parts of the world.

As a major stakcholder in the engineering practice, Kenya Railways (KR) sponsored these and other
related events, which presented an ideal opportunity for her to underscore and showcase her
operations and upcoming developments, allow for thoughtful discourse and contribution to the body
of knowledge, as well as mentor upcoming engineers.

ii. The Annual Standard Chartered Marathon

On October 30, 2016, thousands of Kenyans participated in the Standard Chartered Marathon.
Among them were a team of 36 excited staff from Kenya Railways headquarters, regional offices as
well as the Railway Training Institute (RTI), who ran the different categories of the races.
Participation in the event was the Corporation's way of contributing towards the health sector in the
country, given that funds realized from the marathon are channelled towards enabling persons with
impaired visions to see. The Corporation sponsored the race under the Standard category, and expects
to once again, participate in the 2017 cvent.

Kenva Railways representatives al the Stanchart Marathon
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Golf tournaments
The Corporation sponsored two golt tournaments in the Financial Year- the Railway Goll Clul .

Captain Prize. held in October 2016, and the same club's Chairman's Prize tournament, held in March
2017, which both aimed at building relationships with the sports fraternity and our partner institution.

h Aty
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Golfers participating at the 2017 Chairman’s prize Kenya Railways stand at the 2017
Chairman’s prize

iii.  Newspaper Donations to Cluster Foundation

[n the Financial Year, the Corporation partnered with "Cluster Foundation" in an initiative that sces
KR donate used newspapers for use by the institution, on a monthly basis.

Cluster Foundation is an organization that was founded in 2006, with the objective of empowering
paraplegics in socicty through various initiatives. These include providing continual life-changing
skills to empower paraplegics maximize their personal development, which eventually reduces the
handicap; technical support and interventions such as modilications of home set-ups in order for the
affected to be able to carry out routine duties; advocacy and sensitization, as well as research on ways
to promote better and quality living standards for paraplegics. To broaden resources to make a
difference in the lives of people with paralysis in this nation, The Cluster Foundation raises additional
funds through the collection of old newspapers from well wishers. which are recycled to make eco-
pencils for sale. The newspapers are also used for rescarch by the foundation's research docket, thus
paraplegics are accorded job opportunities to analyze content and catalogue newspaper articles in line
with this. By contributing to this worthy cause, KR is able to help advance their cause and be part of
those making the paraplegics' lives more comfortable. even if in a small way.
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8.0 REPORT OF THE DIRECTORS

The Directors submit their report together with the audited financial statements for the year ended
June 30, 2017 which show the state of the Corporation’s aftairs.

Principal activities

The Corporation's principal activity is to provide a co-ordinated and integrated system within Kenya
of rail & inland waterways transport services, port facilitics in relation to inland waterways transport
services and auxiliary road services in connection therewith.

Results

The results of the Corporation for the year ended June 30, 2017 are set out on page 29.

Dividends

The directors have not declared any dividend for the year.

Directors

The members of the Board of Directors who served during the year are shown on page 2. The
following changes took place within the financial year:-

Retirement from the Board

(1) Mr. Joseph Cheruiyot Director up to 28" October 2016

(i1) Mr. John M. Mutinda Director up to 28" October 2016

Appointment into the Board

(1) Mr. Christopher M. Mumo Dircctor with effect from 28" October 2016
(11) Mr. Josephat K. Lelgo Dircctor with effect from 28" October 2016
Auditors

The Auditor General is responsible for the statutory audit of the Corporation in accordance with
Article 229 of the Constitution of Kenya and the Public Audit Act 2015 .

By Order of the Board

Ms Hellen Mungania
Corporation Scceretary
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9.0 STATEMENT OF THE CORPORATION'S MANAGEMENT RESPONSIBILITIES .

Scction 81 (1) of the Public Finance Management Act, 2013 requires that. at the end of cach financt.

year, the accounting officer for a National Government entity shall prepare financial statements in

respect of that entity. Section 81 (3) requires the financial statements so prepared to be in a form that
complics with relevant accounting standards as prescribed the Public Sector Accounting Standards

Board ol Kenya from time to time.

The Managing Director is responsible for the preparation and presentation ol the Corporation’s

financial statements, which give a truc and fair view of the state ol alTairs of the Corporation for and

as al the end of the financial year (period) ended on June 30, 2017, Uhis responsibility includes:

(1) maintaining adcquate financial management  arrangements  and  ensuring  that  these
continue to be effective throughout the reporting period:

(11) maintaining proper accounting records, which disclose with reasonable accuracy at any time
the financial position of the Corporation;

(iti)  designing, implementing and maintaining internal controls relevant to the preparation and
fair presentation of the financial statements, and ensuring that they are free [rom  malerial
misstatements, whether due to error or fraud;

(iv)  safcguarding the assets of the Corporation;

(v) sclecting and applying appropriate accounting policics; and
(vi) making accounting estimates that are reasonable in the circumstances.

The Managing Director accepts responsibility for the Corporation’s financial statements, which have
been prepared on the Accrual Basis of Financial Reporting, using appropriate accounting policies in
accordance with International I'inancial Reporting standards  (IFRS). The Managing Director is of
the opinion that the Corporation’s financial statements give a true and fair view of the state of
Corporation’s transactions during the financial year ended June 30, 2017, and of the Corporation’s
financial position as at that date. [lc [urther confirms the completeness of the accounting records
maintained for the Corporation. which have been relied upon in the preparation of the Corporation’s
financial statements as well as the adequacy of the systems of internal financial control.

The Managing Director conlirms that the Corporation has complied fully with applicable
Government Regulations and the terms of external financing covenants and that the Corporation’s
funds received during the year under audit were used for the cligible purposes for which they were
intended and were properly accounted (or. Further he confirms that the Corporation’s [inancial
statements have been prepared in a form that complies with releyant accounting standards prescribed
by the Public Scctor Accounting Standards Board of Kenya.

Approval ol the financial statements 'he Corporation’s financial statements were approved and
signed by the Managing Director on 2017.

“be

\CMANAGING DIRECTOR FINANCE MANAGER
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OFFICE OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR-GENERAL ON KENYA RAILWAYS CORPORATION
FOR THE YEAR ENDED 30 JUNE 2017

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of Kenya Railways Corporation
set out on pages 29 to 60, which comprise the statement of financial position as at
30 June 2017, and the statement of profit or loss and comprehensive income |,
statement of changes of equity, statement of cash flows and statement of budget vs
actual income and expenditure for the year then ended, and a summary of significant
accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public
Audit Act,2015. | have obtained all the information and explanations which, to the
best of my knowledge and belief, were necessary for the purpose of the audit.

In my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Kenya Railways Corporation as at 30 June 2017,
and of its financial performance and its cash flows for the year then ended, in
accordance with International Financial Reporting Standards and comply with the
Kenya Railways Corporation Act, Cap 397 of the laws of Kenya.

In addition, as required by Article 229(6) of the Constitution, based on the procedures
performed, | confirm that, except for the matters described in the Other Matter section
of my report, nothing has come to my attention to cause me to believe that public
money has not been applied lawfully and in an effective way.

Basis for Qualified Opinion
1.0 Property, Plant and Equipment
lllegal Allocations of Land

The statement of financial position as at 30 June 2017 reflects a balance of
Kshs.24,828,015,157 in respect of property, plant and equipment. However, and as
reported in the previous year, various parcels of land were allocated to private
developers by either the Commissioner of Lands or Local Authorities without the
consent of the Corporation. Land measuring approximately 3 acres within Limuru
Railway Station constituting industrial plots No.7882/2-10 was allocated to private
developers. Similarly, private buildings have been put up on another piece of land
measuring approximately 2 acres within Kikuyu Railway Station while in Mombasa

Report of the Auditor General on the financial statements of Kenya Railways Corporation for the year ended
30 June 2017
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parcels of land measuring approximately 1 and 0.75 acres adjacent to Mombasa
Railway station have been allocated to private developers, without the Corporation’s
consent.

Consequently, the accuracy of property, plant and equipment balance of
Kshs.24,828,015,157 as at 30 June 2017 could not be confirmed.

2.0 Current Assets (Short Term Investments)

As reported in the previous year, the statement of financial position reflects short
term investments balance of Kshs.1,689,586,411 as at 30t June 2017 which
included an amount of Kshs.818,575,979 held as fixed deposit with Chase Bank Ltd
at a rate of 12.5% p.a. However, Chase Bank was placed under receivership and
Kenya Deposit Insurance Corporation (KDIC) appointed to assume management and
control of the bank on April 7t 2016. A review of the issue in 2016/2017 confirmed
the same remained unresolved.

3.0 Payables and Accrued Charges

Included in payables and accrued charges balance of Kshs.2,063,344,432 as at

30 June 2017 is an amount of Kshs.1,253,678,273 relating to payables which have
been outstanding for over a year. No satisfactory explanation was provided as to why
the same had remained outstanding for this long. It has not been possible to confirm
the accuracy and validity of the balance for payables and accrued charges of
Kshs.2,063,344,432 in the statement of financial position as at 30t June 2017.

4.0 Inventories

The statement of financial position as at 30 June 2017 reflects a current assets
balance of Kshs.69,551,466,571 which includes stores inventories amounting to
Kshs.3,610,264,866 which was not supported by stocktaking report and
corresponding stock sheets.

In the circumstances it has not been possible to confirm the validity of inventories
totaling to Kshs.3,610,264,866 as at 30 June 2017.

The audit was conducted in accordance with International Standards of Supreme
Audit Institutions (ISSAls). | am independent of Kenya Railways Corporation in
accordance with ISSAlI 30 on Code of Ethics. | have fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of annual report and financial
statements in Kenya. | believe that the audit evidence obtained is sufficient and
appropriate to provide a basis for my qualified audit opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. Except for the matters described

Report of the Auditor General on the financial statements of Kenva Railways Corporation for the year ended
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in the Basis for Qualified Opinion section, | have determined that there are no key
audit matters to communicate in my report.

Other Matters

Prior Year Unresolved Matters

1.0 Unaccounted for Cash

1.1 Staff Travel Advance Surrendered but not Banked

As reported in the previous year, audit evidence available indicates that an amount of

Kshs.4,853,766.00 was surrendered by officers to the Corporation’s cashier, but the
same had not banked as summarized below;

Month Cash returned Cash banked Cash Un-Accounted
July 2015 990,238.00 82,988.00 907,250.00
Aug 2015 424,832.00 244,431.00 180,401.00
Sept 2015 1,076,129.00 68,200.00 1,007,929.00
Oct 2015 477,151.00 0.00 477,151.00
Nov 2015 247,520.00 0.00 247,520.00
Dec 2015 106,159.00 32,300.00 73,859.00
Jan 2016 269,404.00 0.00 269,404.00
Feb 2016 286,512.00 0.00 286,512.00
Mar 2016 415,151.00 114,900.00 300,251.00
Apr 2016 438,937.00 48,900.00 390,037.00
May 2016 270,563.00 0.00 270,563.00
Jun 2016 442 889.00 0.00 442.889.00
Total 5,445,485.00 591,719.00 4,853,766.00

In the circumstances, the total cash of Kshs.4,853,766 has not been accounted for.
1.2 Museum Revenue not accounted

Further, scrutiny of the Corporation’s records revealed that during the year ended
June 2016, a total of Kshs.1,981,920 was collected as museum revenue and
surrendered to the Corporation cashier for banking. However, no banking slips were
availed to confirm banking of the total amount of Kshs.1,981,920 and the same had
not been accounted.

All the above matters remained unresolved as at 30 June 2017.

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

Management is responsible for the preparation and fair presentation of these
financial statements in accordance with International Financial Reporting Standards

Report of the Auditor General on the financial statements of Kenya Railways Corporation for the year ended
30 June 2017
3



(IFRS) and for such internal control as management determines is necessary to
enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the
Corporation’s ability to continue sustaining services, disclosing, as applicable,
matters related to sustainability of services and using the going concern basis of
accounting unless the Government intends to cease operations of the Corporation.
Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit
Act, 2015.

Those charged with governance are responsible for overseeing the Corporation’s
financial reporting process.

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

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

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

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

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

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

Report of the Auditor General on the financial statements of Kenya Railways Corporation for the vear ended
30 June 2017
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Conclude on the appropriateness of the management's use of the going
concern basis of accounting and, based on the audit evidence obtained,
whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the Corporation’s ability to continue offering services. If
| conclude that a material uncertainty exists, | am required to draw attention in
the auditor’'s report to the related disclosures in the financial statements or, if
such disclosures are inadequate, to modify my opinion. My conclusions are
based on the audit evidence obtained up to the date of my audit report.
However, future events or conditions may cause the Corporation to cease to
continue offering services.

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

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

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

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

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

L.

LI

FCPA Edward R. O. Ouko,CBS
AUDITOR-GENERAL

Nairobi

07 August 2018
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Kenya Railways

. Reports and Financial Statements F'or the financial Period ended June 30, 2017

11.0  STATEMENT OF PROFIT OR LOSS AND COMPREHENSIVE INCOME

YEAR ENDED 30 JUNE 2017

REVENUES

Main income

Grants received from the National
Government

Other income

TOTAL REVENUES

OPERATING EXPENSES

Board expenses

Administration expenses
Depreciation of property, plant and
cquipment

Amortisation of Intangible Assets

TOTAL OPERATING EXPENSES
OPERATING PROFIT

Other comprehensive income

Finance Income

PROFIT/(LLOSS) BEFORE TAXATION
INCOME TAX EXPENSE

PROFIT/(LOSS) AFTER TAXATION

Note

n &

9

2017

759,787,482

69,119,841
902.784.177

1,731,691,500

48,003,819
1,115,110,846

291,915,823
2.984.265

1,458,014,753

273,676,747

112.990.586

D, E M LT B

386,067,333

23,685,446

362,981,887

2016

819,066,455

34,709,893
198.5719.935

1,649,356,283

49,281,352
1,119,993,492

218,959,616

1,388,547,982

260,808,301

313.995.375

- [ Py

574,803,676

60,957,170

513,846,506

FOR THE
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12.0 STATEMENT OF FINANCIAL POSITION AS AT 30TH JUNL 2017

2017 2016
Nofe Kshs. Kshs.

ASSETS

Non-Current Asscts

Property, Plant & Equipment 10 24.828.015.157 22.571.735.017
Investment property 11 21.006.159.541 23.,445.304.922
[ntangible assets 12 123,066,544 125429112
Capital Works-in-progress 13 375.986.292.958 180.323.808.524
Total Non-Current Asscts 421.,943,533,980 226,466,277,575
Current Assets

Stores [nventorics 14 3.610.264 866 3,471.628.460
Trade and other Reccivables 15 54.740.819.906 64,190.633.155
Short Term Investments 16 1.689.586.41 | 2,725.000.000
Cash deposits & guarantees 17 9.396.860.938 6,227.176.383
Cash & Bank Balances 18 113.934.150 2.883,302.348
Total Current Asscts 69,551,466,571 79,497,740,347
TOTAL ASSETS 491,495 551 7.922
EQUITY & LIABILITIES

Equity . ; .

Govt. Subventions & Liquity 19 40,474,007.122 40,474,007.122
GOK Grants 20 10.273.896.1006 10,557.231.908
Restructuring rescrves 21 20,251.469.298 20,075,487.838
Accumulated losscs 22 (17,316.715.248) 17.715,776.509)
Total Equity 53.682.057.278 53,390,950.299
LIABILITIES

Non-Current Liabilities

Last African Loan stocks 23 36.843.776 36,843,776
Iixim bank loan (on lent) 24 325.568,800.345 173,576,987.895
KCB Mortgage 25 0 300,000,000
Provisions 26 207.-180.073 195.636.946
Total Non current liabilitics 325.813,124,194 174,109,468,615
Current Liabilitics

Payables & Accrued Charges 27 2.0063.541432 2.197.081.570
Delerred Income 28 109.935.874.647 76.266.517.438

Total Current Liabilitics

111,999,219,079

Total liabilitics 437.812,343,273 252,573,067,623
TOTAL EQUITY & LIABILITIES 491,495,000,551 305.904.017,922

Lhe Corporatton’s financial statements were approved by the Board on

2017 and signed on its behalt

LS

FINANCE MANAGER MANAGING DIRECTOR

DIRECe

S0
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14.STATEMENT OF CASHFLOWS FOR THE YEAR ENDED 30TH JUNE 2017

h flows from operating activities
Profit after income tax
Add : Items not Involving movement of Cash
- Depreciation of PPE
- Depreciation- Intangible assets

Operating profit / (loss) before working capital
changes
Add : Movement In Working capital

Increase in stores inventories
(Increase)/decrease in Receivables
Increase/(decrease) in payables

Net Current Assets Movement

Net cash generated from / (used in) operating
activities

Cash flow from Investing Activities

Purchase of property, plant and equipment
Disposal of assets

Proceeds from insurance compensation block A
Purchase of intangible assets

Adjustment on fixed assets

Capital works started during the year

Net cash generated from / (used in) investing
activities

Cash flow from Financing Activities:-

Restructuring reserves movement

Prior year adjustment to accumulated losscs
Other provisions

SGR prepayments

(Increase)/decrease in cash deposits

Movement in Long term loans

GOK grant

Deffered income

Net cash generated from / (used in) financing
activities

Increase in Cash and Cash Equivalents

Movement in Cash & Cash Equivalents

Opening Balances

Add increase/(decrease) in cash & cash equivalent
Closing balance of cash & cash equivalent note
29

2017

Kshs

Kshs

362,981,887 |

291,915,823

2,984,265
294,900,087
657,881,974
(138,636,407)
(887,591,039)
(133,737,138)
(1,159,964,584)
(502,082,609)
(97,063,070)
11,426,224
5,361,593
(21,427,385)
7,089,051
(195.677.542.905)
(195,772,156,492)

175,981,460
36,079,434
11,843,127

10,337,404,289
(3,169,684,554)
151,691,812.452
(283,335,803)
33,609,357,209

192,469.457,614

(3,804,781,488)

5,608,302,349

(3,804,781,488)

1,803,520,860

- ~ 2010 1
Kshs Kshs
513,846,500
218,959,616
313,521
219,273,137
733,119,643
(92,523,991)
(2,456,141,730)
330,819,099
(2,217.846,622)
(1,484,726,979)
(51,127,028)

[,811,255,596

(10,233,830)

(68,328.242.631)

(3,960,451)
(137,999,845)
1,810,431
386,976,771
(2,635,576,616)
49,856,742,000
279,387,809
22,254,611,234

(66,578,347,893)

70,001,991,334

1,938,916,460

3,069,385,888

_1,938,916,460

5,008,302,349

()
(OS]
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15.5TATEMENT OF BUDGET VS ACTUAL INCOME & EXPENDITURE

Original Adjustments | Final Budgétw Actual on Performance |
Budget comparable difference
basis

] Kshs. Y%age Kshs. Kshs. Kshs. Y%age
INCOME
Concession fees - Freight 783,142,740 -22.26% 608,790,685 | 484,397,465 | 298,7457275 | 38.15%
Rental Earnings 1,016,340,676 -12.73% 886,972,000 | 845,001,597 | 171,339,079 | 16.86%
Museum Earnings 2,000,000 25.24% 2,504,800 2,243,000 -243,000 | 12.15%
Other Income 257,080,000 -73.93% 67,022,062 60,715,316 | 196,364,684 | 76.38%
Railway Training Institute 216,049,375 -4.76% 205,754,712 233,648,256 | -17,598,881 | -8.15%
NCR Revenues 62,732,042 -26.89% 45,863,784 36,566,025 26,166,017 | 41.71%
Investment income 240,000,000 -85.42% 35,000,000 112,990,586 | 127,009,414 | 52.92%
GOK grants 22,000,000 69,119,841 0 0
TOTAL INCOME 2,577,344,833 -27.29% | 1,873,908,043 | 1,844,682,085 | -732,662,748 | 28.43%
OPERATING EXPENSES 0 0 0
Staff Salaries & Allowances 715,773,764 -26.75% 524,310,993 378,022,253 | 349,384,310 | 48.03%
Training 50,955,000 -40.90% 30,115,000 10,918,662 40,036,338 | 78.57%
Travel & Accommodation 77,133,383 -11.50% 68,264,638 73,695,122 3,438,261 | 4.46%
Professional & Consultancy 310,092,814 -5.80% 292,092,814 244,402,906 65,689,908 | 21.18%
Board Expenses 53,762,128 0.00% 93,762,128 48,003,819 -6,380,891 | 15.33%
General Office Expenses 252,426,450 -16.73% 210,186,450 181,304,553 71,121,897 | 28.18%
Stationery and Printing 12,030,314 12.88% 13,580,314 11,761,683 268,631 | 2.23%
Motor Vehicle running
expense 17,216,782 -32.82% 11,567,007 10,574,148 6,642,633 | 38.58%
Occupancy & Utilities 46,730,000 0.00% 46,730,000 56,096,845 -9,366,845 | 20.04%
Telephone and
Communication 8,455,000 -20.11% 6,755,000 7,263,160 1,191,840 | 14.10%
Advertising & Promotions 37,450,000 4.18% 39,014,859 48,513,197 | -11,063,197 | 29.54%
Subscriptions & Donations 7,895,576 -1.93% 7,743,576 3,125,009 4,770,567 | 60.42%
Insurance 15,572,000 0.00% 15,572,000 11,764,904 3,375,096 | 22.29%
Repairs & Maintenance 69,422,000 -14.40% 59,422,000 26,647,247 42,774,753 | 61.62%
Bank Charges 4,200,000 0.00% 4,200,000 3,469,300 30,730,700 | 89.86%
Depreciation &
Amortization 248,985,767 -4.71% 237,249,767 294,900,087 | -45914,321 | 18.44%
Provision for bad debts 47,551,858
TOTAL OPERATING -
EXPENSES 1,928,100,977 -15.95% | 1,620,566,546 | 1,458,014,753 | -499,147,824 | 25.50%
PROFIT BEFORETAX | 649,243,856 |  -60.98% | 253,341,498 | 386,667,333 | -233,514,923 | 37.65%
TAX - I o 23,685,446 | 162,369,231 | 87 27%
PROFIT AFTERTAX | 649243856 |  -60.98% | 253,341,498 362,981,887 [ 71145692 | 16.39%

34
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16.0

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

. GENERAL INFORMATION

Kenya Railways Corporation is established by and derives its authority and accountability from the
Kenya Railways Act. The Corporation is wholly owned by the Government of Kenya and is domiciled
in Kenya. The entity’s principal activity is to provide a co-ordinated and integrated system within
Kenya of rail & inland waterways transport services, port facilities in relation to inland waterways
transport services and Auxiliary road services in connection therewith.,

For Kenyan Companies Act reporting purposes, the balance sheet is represented by the statement of
financial position and the profit and loss account by the statement of profit or loss and other
comprehensive income in these financial statements

2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

The financial statements have been prepared on a historical cost basis except for the measurement at re-
valued amounts of certain items of property, plant and equipment, marketable securities and financial
instruments at fair value, impaired assets at their estimated recoverable amounts and actuarially
determined liabilities at their present value. The preparation of financial statements in conformity with
[nternational Financial Reporting Standards (IFRS) allows the use of estimates and assumptions. It also
requires management to exercise judgement in the process of applying the Corporation’s accounting
policies

The financial statements have been prepared and presented in Kenya Shillings, which is the functional and
reporting currency of the Corporation. These statements have been prepared in accordance with the Public
I'inance Management Act, the State Corporations Act, and International Financial Reporting Standards
(IFRS). The accounting policies adopted have been consistently applied to all the years presented

3. ADOPTION OF NEW AND REVISED STANDARDS

i) Relevant new standards and amendments to published standards effective for the year ended 30
June 2017

Standard/Amendment to
a standard

IFRS 14 Regulatory
Deferral Accounts (issued
in January 2014)

Impact

Effective
date

St ) o ~ . ~ T . .
I Jan 2016 ['he new standard, effective for annual accounting periods

beginning on or after 1 January 2016, defines a regulatory
deferral account balance and allows entities to continue to
apply their cxisting policy for rcgulatory deferral account
balances, but requires certain disclosures.

Amendments to [FRS 11
titled Jfor

Acquisitions of [nlerests in

Accounting

Joint Operations (issued in
May 2014)

™ Jan 2016

The amendments, require an va&ircr ol an interest in a joint
operation in which the activity constitutes a business (as
defined in [FRS 3) to apply all of the business combinations
accounting principles and disclosure in [FRS 3 and other

[I'RSs. except for those principles that conflict with the

cuidance in [(FRS T1. The amendments apply both to the

I

‘U
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Standard/Amendment to
a standard

Effective
date

Impact

initial acquisition of an interest in a joint operation, and tac

acquisition of an additional interest in a joint operation (in the
latter casc. previously held interests are not re-measured).

" Amendments to 1AS 16
and [AS 38 titled
Clarification of Acceptable
Methods of Depreciation
and Amortisation (issued
in May 2014)

" Jan 2016

The amendments a_dgguidancc and clarify that (1) the usc of
revenue-based methods to calculate the depreciation of an
assct is not appropriate because revenue generated by an
activity that includes the use of an assct generally reflects
factors other than the consumption of the ecconomic bencfits
cmbodicd in the asset, and (ii) revenue is generally presumed
to be an inappropriate basis lor measuring the consumption of
the economic bencfits cmbodied in an intangible asset:
however, this presumption can be rebutted in certain limited

circumstances.

Amendments to IAS 16
and IAS 41 titled
Agriculture: Bearer Plants
(issued in June 2014)

1*'Jan 2016

The amendments, deline bearer pléﬁléiﬁ ie living plants which
are uscd solely to grow produce over several periods and
usually scrapped at the end of their productive lives (eg grape
vines, rubber trees, oil palms) - and include them within TAS
16’s scope while the produce growing on bearer plants
remains within the scope of [AS 41

Amendments (o 1AS 27
titled £quity Method in
Separate Financial
Statements (issued in
August 2014)

| 1™Jan 2016

The amendments reinstate the c4quily method option allowing
entities to use the equity method to account for investments in
subsidiarics. joint ventures and associates in their separate
[inancial statements.

Amendment to IAS 19
(Annual Improvements (o
[FFRSs 20122014 Cycle
issued in September 2014)

1"Jan 2016

The amendment, clarifies that the high quality corporate
bonds
cmployment benefits should be denominated in the same

used in estimating the discount rate for post-

currency as the benelits to be paid.

Amendment to [I'RS 5
(Annual Improvements to
[IFRSs 2012 -2014 Cycle
issued in September 2014)

Amendment 0 RS 7|

(Annual Improvements to
TIFRSs 2012 2014 Cycle
issued in September 2014

" Amendments o 1FRS 10,

[Jan 2016

1" Jan 2016

Jan 2016 |

The amendment adds specific guidance when an entity
reclassifics an asscet (or a disposal group) [rom held for sale to
held for distribution to owners, or vice versia. and for cases
where held-tor-distribution accounting is discontinuced.

The amendment, applicable to annual periods beginning on or

alter | January 2016, adds guidance to clarify whether a
servicing contract is continuing involvement in a transferred
asscl.

Fhe amendments clarily the application of the consolidation

50
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Standard/Amendment to
a_standard

FRS 12 and IAS 28 titled |

Investment Entities:
Applying the
Consolidation Exception
(issued in December 2014)

Effective

date

Impact

cxception for investment entities and their subsidiarics.

Amendments to IAS |
titled Disclosure [nitiative
(issued in December 2014)

1" Jan 2016

The amendments, clarify guidance on materiality and

aggregation, the presentation of subtotals, the structure of

financial statements and the disclosure of accounting policies.

Rec()gmli()/;/'I)c{/é/'/'cc/
Tax Assets for Unrealised
Losses (Amendments (o
IAS 12

1% Jan 2017

= = S T

The amendments clarify that:

e Unrealised losses on debt instruments measured at fair
value and measured at cost for tax purposes give rise
to a deductible temporary difference regardless of
whether the debt instrument's holder expects to
recover the carrying amount of the debt instrument by
sale or by usc.

e The carrying amount of an asset does not limit the
estimation of probable future taxable profits.

e [stimates for future taxable profits exclude tax
deductions resulting from the reversal of deductible
temporary differences.

An entity assesses a deferred tax asset in combination with
other deferred tax assets. Where tax law restricts the
utilisation of tax losses, an entity would assess a deferred tax
assct in combination with other deferred tax assets of the same
type.

Disclosure Initiative
(Amendments to [AS 7:
Statement of Cash flows)

Annual [-17_77/))'-(_)7\"(’7/7)IL’I’IIA\' Lo
[FRS Standards 2014
2016 Cycle  Amendments
to [IFRS 12 Disclosure of

interests in other entilies

1% Jan 2017

1 Jan 2017 |

The amcndlﬁa{lé;7(;1§éctivc is that entitics shall provide
disclosures that cnable users of financial statements to
evaluate changes in liabilities arising from financing
activitics. To achicve this objective, the IASB requires that the
following changes in  liabilities arising from  [inancing
activitics are disclosed (to the extent necessary): (i) changes
from financing cash lows; (i) changes arising from obtaining
or losing control ol subsidiaries or other businesses: (iii) the
effect of changes in foreign exchange rates; (iv) changes in

fair values; and (v) other changes.

Clarificd the scnpz' of Ilﬁ?%&iduby xpgul)mu that the
disclosure requirements in the standard, except for those in
paragraphs B10-B16, apply to an entity’s interests listed in
paragraph 5 that are classified as held for sale, as held for
distribution or as  discontinued operations in - accordance
with IFRS 5 Non-current  Assets — [eld — for Sale
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Standard/Amendment to | Effective
a standard date

Impact l ’

and Discontinued Operations.

R I

ii) New and amcnded standards and interpretations in issue but not yet cffective in the ycar ended 30

June 2017

Standard Effective Date

Impact

IFRS 15 Revenue from | 1 Jan 2018
Contracts with
Customers (issued in

The new standard, replaces IAS 11, IAS 18 and  their
interpretations (SIC-31 and IFRIC 13, 15 and 18). It cstablishes a
single and comprchensive framework for revenue recognition to

RS 16 Leases
f1ssued i January
2016)

lv.lzm 20 lr() .

Muay 2014) apply consistently across transactions, industrics and capital
markets, with a core principle (based on a five-step model to be
applied to all contracts with customers), cnhanced disclosures,

B and new or improved guidance. o

I'RS 9 Financial 1 Jan 2018 This standard will replace IAS 39 (and all the previous versions

Instruments (issued in of TFRS 9). It contains requirements for the classification and

July 2014) mcasurcment of financial assets and financial labilitics,

impairment, hedge accounting and derccognition:

e [FRS 9 requires all recognised financial assets to be
subscquently measured at amortised cost or fair value
(through profit or loss or through other comprechensive
income), depending on their classification by reference to
the business model within which they are held and their
contractual cash [low characteristics.

e 0 For financial liabilitics, the most significant clfect of
['RS 9 relates to cases where the fair value option is
taken: the amount of change in fair valuc of a financial
liability designated as at fair valuc through profit or loss
that is attributable to changes in the credit risk of that
liability is recognised in other comprehensive income
(rathcr than in profit or loss), unless this creates an
accounting mismatch

e lor the impairment of financial assets, [FRS 9 introduces
an “‘expected credit loss™ model based on the concept of
providing for expeceted losses at inception of a contract; it
will no longer be necessary for there to be objective
cvidenee of impairment before a credit loss is recognised.

e l'or hedge accounting. [IFRS 9 introduces a substantial
overhaul allowing (inancial statements to better reflect
how risk management activitics arc undertaken when
hedging linancial and nonfinancial risk exposures.

e The derccognition provisions arc carried over atmost

- unchanged from IAS 39 -

[ he new standard mntroduces a new lessee accounting model. and
will require a lessee to recognise assets and liabilities for all
lcases with a term ol more than 12 months. unless the underlying
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Standard Kffective Date Tlmpggtn S
asset is of low value. A lessce will be required to recognise a
right-of-use asset representing its right to use the underlying
leased asset and a lease liability representing its obligation to

| make lease payments.

The Directors do not plan to apply any of the above until they become effective. Based on their assessment of
the potential impact of application of the above, they do not expect that there will be a significant impact
on the corporation's financial statements.

iii) Early adoption of standards
The Corporation did not early — adopt any new or amended standards in year 2017.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a) Revenue recognition
Revenue is recognised to the extent that it is probable that future economic benefits will flow to the
Corporation and the revenue can be reliably measured. Revenue is recognised at the fair value of
consideration received or expected to be received in the ordinary course of the Corporation’s activities,
net of value-added tax (VA'T), where applicable, and when specific criteria have been met for each of the
Corporation’s activities as described below.

1) Rail operation revenue —
e Concession fees (Freight income) shall be accrued on the basis of the latest
concessionaire and  the prevailing foreign currency exchange rates.
e Commuter fare box- fares received from commuter services in Nairobi
ii) Landed property income: include land rents, property sales, rent from building etc and shall
be recognised on accrual basis.

ii1) Dividend income shall be recognised when the right to receive payments is established.
1v) Interest income shall be accounted on a time proportion basis using effective interest method.

v) Student hostel, food and beverage income are recognised on a cash basis in the period in which
they relate.

vi) Serap disposal income shall be recognised on the basis of customer invoice which are issued
on delivery.

vii) Government grants:
I.  Recurrent grants shall initially be treated as deferred income when cash, services or material
contribution is reccived and charged to the statement of comprehensive income when the related
expenditures are incurred.

i, Capital grants shall be capitalised as part ol cquity when cash, services or material contribution
1s received.

b) In-kind contributions
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[n-kind contributions arc donations that arc made to the Corporation in the form of actual Uoods ed/or

services rather than in moncy or cash terms. These donations may include vehicles. cqulpmun ar
personnel services. Where the financial value received for in-kind contributions can be > bly
determined, the Corporation includes such value in the statement of comprehensive income b as
revenue and as an expense in equal and opposite amounts; otherwise, the contribution is not recorded.

c) Property, plant and equipment
All categories ol property, plant and equipment are initially recorded at cost less accumulated depreciation
and impairment losscs.

Certain categorics of property, plant and equipment are subscquently carried at re-valued amounts, being
their fair value at the date of re-valuation less any subsequent accumulated depreciation and impairment
losses. Where re-measurement at re-valued amounts is desired, all items in an asset category are re-valued
through periodic valuations carried out by independent external valuers. Iixed assets were last revalued in
2010 by external registered valuers; Knight F'rank Limited.

Subsequent costs are included in the asset's carrying value only when it is probable that future economic
benefits associated with the item will flow to the corporation and the cost of the item can be measured
reliably. Repairs and maintenance is charged to the profit and loss account in the year to which it relates.
Equipment i.c. locomotive overhaul costs are capitalised and become part of the new carrying amount.

[ncreases in the carrying amount arising on revaluation are credited to the revaluation surplus reserve in
equity. Decreases that offset previous increases of the same assct are charged against the revaluation
surplus. All other decreases are charged to the profit and loss account.

Annually, the difference between depreciation based on the revalued carrying amount of the asset charged
to the profit and loss account and depreciation based on the asset's original cost is transferred from the
revaluation surplus to retained earnings.

Permanent way and sidings and all asscts attached thercto such as bridges, culverts, tunnels and,
locomotives, coaches and wagons have been classified as infrastructure assets or cash generating assets
and valued using the present value method by discounting their stream of estimated cash {lows over a
period of 25 years being the lifespan of the Concession using a suitable discount rate then added to the
terminal cash flow after the 25 years.

Assets classified and valued as Cash Generating Assets using the present value of the net cash inflows
derived from the use of these asscts by the concessionaire are not depreciated in the restated statement of
financial position. Due to possible changes in the concession that may affect the cash inflows in future
the concession cash inflows will be assessed annually and present values recomputed to determine
whether the asscts present values have changed. Decreases in present values would be recognised as
impairment losses while increases would be credited to equity under revaluation reserves.

[.and along the main and subsidiary corridors were classilied as held for future rail network expansion and
valued on fair value basis as this land cannot be sold or put to alternative use other than expansion of the
rail network.

['rechold properties owned by the Corporation on long leases subsequently leased by the Corporation to
third parties (lessees) for a substantial period ol the lease term were valued based on the Corporation's
interest in the leased property i.c. the income receivable by the Corporation in terms of ground rent for a
number of years discounted using a suitable discount factor. Most of this frechold land has industrial
property or other permanent structures standing on it
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Gains and losses on disposal of items of property, plant and equipment are determined by comparing the
proceeds from the disposal with the net carrying amount of the items, and are recognised in profit or loss
in the income statement.

Depreciation and impairment of property, plant and equipment

Depreciation is calculated using the straight line method to write down the cost or the revalued amount of
cach asset to its residual value over its estimated useful life. In determining an asset's useful life
consideration is given to its expected usage, its expected wear and tear, technical or commercial
obsolescence and legal or similar limits on its use. Freehold land and capital work in progress are not
depreciated. Capital work in progress relates mainly to the costs of ongoing but incomplete works on
buildings and other civil works and installations.

Depreciation on property, plant and cquipment is recognised in the income statement on a straight-line
basis to write down the cost of cach asset or the re-valued amount to its residual value over its estimated
useful life. The annual rates in use are:

Rate Useful life
(%)  (Years)

Permanent Way and Bridges 2.00% 50
Buildings 2.00% 50
Plant and Machinery 3.33% 30
Signaling Equipment 2.50% 40
Telecommunication Equipment 4.00% 25
[Locomotives 2.50% 40
Coaches 2.50% 40
Wagons 2.50% 40
Wagon ferries 2.50% 40
Dry dock 2.50% 40
Ancillary vessels 2.50% 40
'erry terminals 1.67% 60
Marine equipment 3.33% 30
[orries - above 3 tonne tare weight 37.5% 2.67
Motor Vehicles - 3 tonne and above 25.00% 4
Office Equipment 12.50% 8
Furniture & fittings 12.50% 8
Computer, copiers & faxes 33.33% 3

[tems of property, plant and equipment are reviewed annually for impairment. Where the carrying amount
of an assct is assessed as greater than its estimated recoverable amount, an impairment loss is recognised
so that the asset is written down immediately to its estimated recoverable amount.

Intangible assets

[ntangible assets comprise purchased computer software licences. which are capitalised on the basis of
costs incurred to acquire and bring to usc the specific software. These costs are amortised over the
estimated useful life of the intangible assets from the year that they are available for use, usually over
three years.

Generally, costs associated with developing computer soltware programmes are recognised as an cxpensc
as incurred. However, costs that are clearly associated with an identifiable and unique product. which will

H
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g)

h)

be controlled by the corporation and have a probable benelit exceeding the cost beyond one yea.. arc™
recognised as intangible assets. . .

E-xpenditure which enhances and cxtends the benelits ol computer software beyond the or..nal
spectfications and lives is recognised as a capital improvement and added to the original cost of the
soltware. Computer software development costs recognised as assets are amortised using the straight line
method over their usctul lives, not exceeding a pertod of three years.

Amortisation and impairment of intangible asscts
Amortisation is calculated on the straight-line basis over the estimated uscful life of computer software of
three years.

All computer softwarc is reviewed annually [or impairment. Where the carrying amount of an intangible
assct is assessed as greater than its estimated recoverable amount, an impairment loss is recognised so that
the assct is written down immediately to its cstimated recoverable amount.

Investment property

[nvestment property comprise land and buildings and are held to earn rentals or for capital appreciation or
both. [nvestment property is initially recognised at historical cost including the transactions cost.
Subscquently, investment property have been carried at fair value representing the open market value at
the statement of changes in financial position date determined by the valuations carrted out by external
registered valuers. Gains or losses arising from changes in fair value will be included in determining the
profit or loss for the year to which it relates.

Specifically, land and buildings owned and used by Kenya Railways Corporation for operational purposcs
such as station buildings, the corridors, Corporation's stalt residential buildings, marshalling yards, office
buildings owned and occupied by the Corporation and others in this catecgory arc valued based on the fair
valuc modcl. These represent property that has to be used by the Corporation {or purposes of running the
ratlway scrvices. Fair value is the amount for which an asset could be exchanged or a liability settled
between knowledgeable, willing parties in an arm's - length transaction.

[nvestment property is also categortsed into property held for carning rental income and for capital
appreciation or both. These are mainly the (lats and were valued based on the market value. Market value
is the estimated amount lor which a property should exchange on the date of valuation between a willing
buyer and a willing scller in an arm's - length transaction alter proper markceting whercein the partics had
cach acted knowledgeably. prudently and without compulsion.

Subsequent expenditure on investment property in [uture where  such expenditure incereases the future
cconomic value in cxcess of the original assessed standard of performance will be added to the carrying
amount of the investment property. All other subscquent expenditure will be recognised as an expense in
the year in which it 1s incurred.

Finance and opcrating leases

[.cases ol property. plant and cquipment including hire purchase contracts where the company assumes
substantially all the risks and rewards incident to ownership are classificd as finance leases. Finance
[cases arc recognised as a hability at the inception ot the lease at the lower of the fair value of the teased
assets and the present value of the minimum lease payments. The interest rate implicit i the lease i~ used
as the discount factor in determining the present value. Fach lease payment is allocated between the
lability and [tnance cost using the interest rate imphcit in the lease. The finance cost is charged 1o the
profit and loss account in the year to which it refates \t the end of the tease term. the company has an

iR



Kenya Railways
Reports and Financial Statements For the financial Period ended June 30, 2017

)

option to purchase the asset. Property, plant and equipment acquired under finance leases are capitalised
and depreciated over the estimated useftul life of the asset.

[Lcases of assets where a significant proportion of the risks and rewards of ownership are retained by the
lessor are classified as operating leases. Payments made under operating leases are charged to the profit
and loss account on a straight line basis over the lease period. Prepaid operating lcase rentals are
recognised as assets and are subsequently amortised over the lease period.

Financial instruments
The Corporation classifies its investments into the following categories:

Financial asscts at fair value through profit or loss:

This category has two sub - categories: financial assets held for trading, and those designed at fair

value through profit or loss at inception. A financial asset is classified in this category if acquired

principally for purpose of selling in the short term, if it forms part of a portfolio of financial asscts

in which there is evidence of short term profit making or if so designated by management.
Held-to-maturity investments which are non-derivative financial assets with fixed or determinable
payments and fixed maturity that an entity has a positive intention to hold to maturity.

Loans and receivables which are non-derivative financial asscts created by the Corporation by
providing money or products directly to the debtor other than those with the intent to be sold
immediately or in the short run.

Available-for-sale financial assets which are assets held for an indefinite period of time, but may
be sold in response to needs for liquidity or changes in interest rates.

All financial assets are classified as non-current except those with maturities of less than 12 months

from the balance sheet date, those which the directors have the express intention of holding for less

than 12 months from the balance sheet date or those that are required to be sold to raise operating
capital, in which case they are classified as current assets.

Financial risk management objectives and policies

The corporation's activities expose it to a varicty of financial risks including credit and liquidity risks.,
effects of changes in foreign currency and interest rates and changes in market prices of the
corporation's products and services. The corporation's overall risk management programme focuses on
unpredictability of changes in the business environment and secks to minimise the potential adverse
effect of such risks on its performance by sctting acceptable levels of risk.

i. Liquidity risk

The definition of liquidity risk is the risk that Kenya Railways is unable to meet its obligations as
they fall duc as a result of a sudden, and potentially protracted, increase in net cash outflows. Such
outflows would deplete available cash resources for operations and investments. The Corporation
performs cash flow forecasting and monitoring rolling forecasts ol the company’s liquidity

requirements to ensure it has sufficient cash to meet its needs.

The maximum exposure of the company to liquidity risk at the balance sheet date isas — follows:

L.ess than 1 Between 1 & 3 Between 3 - 12
month months months over I year
Kshs 000 Kshs 000 Kshs '000 Kshs '000
Trade & other payables 45,598 13,255 122,030 1,252.910
TOTAL 45,598 13,255 122,030 1,252,910
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ii. Credit risk

Kenya Railways is exposed to credit risk which is the risk that the counter party will cause a financia. .oss
to Kenya Railways by failing to discharge an obligation. Credit risk arises mainly (rom trade debtors who
receive goods and scrvices from the business units on credit. The corporation docs not hedge any risks
and should have in place policies to ensure that credit is extended to customers with an established credit
history.

The maximum exposure of the corporation to credit risk as at the balance sheet date is as — follows:

Fully Past duc but not Past duc and

performing impaired impaired Total

Kshs '000 Kshs '000 Kshs '000 Kshs '000
Cash at bank 111,011 111,011
Short term investments 871,010 0
Cash deposits & guarantees 10,193,698 0
Trade & other receivables 54,740,818 54.740.818 54,740,818
TOTAL 65,916,538 3.854,094 0 54,851,830

iii. Market risk
Market risk is the risk that the fair valuc or future cash flows of financial instruments will {luctuate
because of changes in the market price and comprises three types of risks; forcign exchange risk, price
risk and interest rate risk.

iv. Foreign exchange risk
Foreign currency risk is a financial risk that exists when transactions are denominated in a currency
other than the basc currency of Kenya Raitways. The Corporation receives payments denominated in
forcign currencics mainly for concession fces. Kenya Railways also makes payments denominated in
forcign currencies for non local suppliers
Kenya Railways limits [orcign transactions to at least two foreign currencies, that is, the US dollar
and 1:uro

V. Price risk
This is the risk resulting from a decline in the value of a security or a portfolio. Kenva Railways is not exposed
to any price risk since it has no investments in any sceuritics.

vi. Interest rate risk
This is the risk that an investment's value will change due to a change in the absolute level of interest rates.
Kenya Railways manages this risk by investing only in fixed income securities with different durations.

Financial instruments

All financial asscts arc recognised initially using the trade date accounting which is the date the
corporation commits itself to the purchase or sale and recorded at the fair value of the consideration given
plus the transaction costs. Subsequently. held-to-maturity investments and loans and reccivables are
carried at amortised cost using the cllective interest method, while available-for-sale asscts are carried at
fair value. Changes in fair value are recogiised directly in equity, except for impairment losses which are
recognised 1 the statement of comprehensive income in the year there 1s objective cevidence of
mmpairment. On sale. the cumulative gain or loss previously recognised in cquity is recognised in the
statement ol comprehenstve income in the year ol sale.

The directors classify [nancial assets as tollows
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Reccivables are classified as 'loans and receivables' and are carried at amortised cost using the effective
interest method.

Government securities and term and call deposits with banking institutions are classified as 'held-to-
maturity investments' and are carried at amortised cost using the effective interest method.

All financial labilities including borrowings are recognised initially at fair value and subsequently carried
at amortisced cost using the cffective interest method.

Inventories

[nventories are stated at the lower ol cost and net realisable value. The cost of inventories comprises
purchase price, import duties, transportation and handing charges, and is determined using the first-in
first-out method. Net realisable value is the estimated sclling price in the ordinary course of business, less
the estimated costs of completion and sclling expenses.

Trade and other receivables

Receivables are recognised initially at fair value and are subscquently measured at amortised cost using
the effective interest method.

A provision for impairment is recognised in the statement of comprehensive income in the year when
recovery of the amount due as per the original terms is considered doubtful. The provision is based on the
difference between the carrying amount and the present value of the expected cash flows, discounted at
the effective interest rate.

Taxation

Current income tax assets and liabilities for the current and prior periods are measured at the amount
expected to be recovered from or paid to the tax authoritics. The tax rates and tax laws used to compute
the amount are those that are enacted or substantially enacted as at the reporting date. Current income tax
relating to items recognised directly in equity is recognised in equity and not in the income statement.

Deferred income tax is provided using the liability method on temporary differences at the reporting date
between the tax bases of assets and liabilities and their carrying amounts for tinancial reporting purposes.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on call and highly
liquid investments with an original maturity of three months or less, which are readily convertible to
known amounts of cash and are subject to insignificant risk of changes in value. Bank account balances
include amounts held at various commercial banks at the end of the financial year. For the purposes of
these financial statements, cash and cash equivalents also include short term cash imprests and advances
to authorised public officers and/or institutions which were not surrendered or accounted for at the end of
the financial year.

Borrowings

[nterest bearing loans and overdralts are initially recorded at fair value being received, net of issue costs
associated with the borrowing. Subsequently, these are measured at amortised cost using the cffective
interest rate method. Amortised cost is calculated by taking into account any issuc cost and any discount
or premium on settlement. Finance charges, including premiums payable of settlement or redemption are
accounted for on accrual basis and arc added to the carrying amount of the instrument to the extent that
they are not settled in the period in which they arise. Loan interest accruing during the construction of a
project is capitalised as part ol the cost of the project.
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Trade and other payables

Trade and other payables are non-interest bearing and arc carried at amortised cost, which is mcasutcd at
the latr value of contractual value of the consideration to be paid in future in respect of goods and scrvices
supplicd, whether bilted to the Corporation or not, less any payments made to the supplicrs.

Provisions arc recognised when the corporation has a present legal or constructive obligation as a result of
past cvents and it is probable that an outflow of resources embodying cconomic benefits witl be required
to scttle the obligation and a rchiable estimate of the amount of the obligation can be made.

Retirement benefit obligations

"The Corporation operates a defined contribution retirement benefit plan for its employees. The assets of
this plan are held in a separate trustee - administered guarantced scheme managed by an insurance
company. The Corporation pays fixed contribution into a scparate fund and has no legal or constructive
obligation to pay further contribution if the fund does not hold sufficicnt assets to pay all employeces the
bencfits relating to their services in the current or prior periods. The contributions are charged to the
statement of comprehensive income in the year to which they relate.

The Corporation also contributes to the statutory National Social Sccurity Fund (NSSF). This is a defined
contribution scheme registered under the National Social Sceurity Act. he corporation’s obligation under
the scheme is limited to specific contributions legislated from time o time and is currently at Kshs.200
per cmployee per month.

Exchange rate differences

The accounting records are maintained in the functional currency of the primary economic environment in
which the Corporation operates, Kenya Shillings. Transactions in foreign currencies during the
year/period are translated into the {unctional currency using the exchange rates prevailing at the dates of
the transactions or valuation where items are re-measured. Any lorcign exchange gains and losses
resulting from the scttlement of such transactions and from the translation at year-end exchange rates ol
monctary assets and liabilities denominated in forcign currencics arc recognised in profit or loss.

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

Subsecquent events
There have been no cvents subsequent to the financial year end with a signilicant impact on the financial
statements for the year ended June 30, 2015.

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

[n the process ol applying the accounting policics adopted by the company, the Directors make — cerlain
judgments and cstimates that may atfect the carrying valucs of asscts and  liabilitics  in - the  next
financial period. Such judgments and cstimates are based on historical experience and other factors,
including expectations of future cvents that arc belicved 1o be reasonable under the current
circumstances. The Directors evaluate these at cach financial reporting date (o ensure that they — are

still reasonable under the prevailing circumstances based on the available information.
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a) Impairment of non-financial assets

Non-financial assets that are carried at amortized cost are reviewed at the end of cach reporting  period
for any indication that an assct may be impaired. If any such indication exists, an impairment  loss  is
recognized for the amount by which the asset’s carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset’s fair value less costs to sell and value in use.

b) Contingent liabilities and assets

A contingent liability is a potential obligation that may be incurred depending on the outcome of a
future event. It is a situation where the outcome of an existing situation is uncertain, and this
uncertainty will be resolved by a future event. A contingent liability is recorded in the books of
accounts only if the contingency is probable and the amount of the liability can be cstimated.

A contingent asset is a potential asset associated with a contingent gain. Unlike contingent liabilities
and contingent losses, contingent assets and contingent gains are not recorded in  accounts, even when
they are probable and the amount can be estimated.

¢) Going concern issues

Nothing has come to the attention of the directors to indicate that the corporation will not remain a
going concern for at least the next twelve months from the date of this statement.
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NOTES TO THE FINANCIAL STATEMENTS

MAIN INCOME

Concession lees - Freight
Muscum Earnings
Kisumu Port Earnings
Raitway Training Institute
NCR revenues

Grants reccived from the National Government
NUTRIP project (Amortization)

RAP project (Amortization)

Marine school project - (Amortization)

OTHER INCOME

Net rental income from investment property
Sundry income

Sale of tender documents

Sale of biological assets

Salc of scrap

Sale of sparcs

Wagon lease

BOARD FXPENSES

Director's Fees

Dircectors' Sitting Allowances
Board training

Directors' Travel & Accomodation

TOTAL

ADMINISTRATIVE EXPENSES

Staft costs Sa
Postages and telephones

Vehicle running & generator maintenance

Travel & Accomodation

Printing and stationery

Advertisimg and sales promotion

Audit fees provision

Legal and prolessional fees

Bank charges and commissions

General Office Expenses 3b
Occupancy & Utiities 3¢

[nsurance

20106/17
Kshs

2015/16
Kshs

484397 465
2.243.000

616.759.886

2.000.161

2.932,736 3.022.062
233,648.256 152.188,344
36,566,025 45,096,003
759,787,482 819,066,455

19,608,961 33.874,693
48,675,680

835,200 835,200
69,119,841 34,709,893

8§45.001,597

773.513,347

10.574.148
73.695.122
11.761.683
48.513.197
2.16-1.380
212,258,526
3.469.300
75 419.236
36.096.815
761,904

998.500 956,136
29,000 53,000

2,600 38,900

206,000 0
8,500,252 5,450,952
48,046,228 15,567,600
902,784,177 795,579,935
12,526,600 13.719,000
14.554.674 16,640,000
1.827.000 2,012,540
19.095,545 16,909,812
18,003,819 49,281,352
392,065,925 435.618,683
7.263.160 5.138,222

6.793.179
74.781,58>
9.353.800
37.429.200
2.164.380
176.676.,008
4.347.581
67.-421.869
310066343
[1.500.293
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(Increase)/ Decrease in provision for bad
debts

Security

Repairs & Maintenance

TOTAL

STAFF COSTS

Salaries and wages

Staff medical

Provision for lecave

Provision for long-term scrvice dues

Group life Insurance & group personal accident
Staff training

Subscrptions

GENERAL OFFICE EXPENSES
Office tea & beverages

Cleaning services

Office repairs & maintenance
Students' food and essentials
Concession monitoring cost

Other office expenses

OCCUPANCY & UTILITIES COSTS
L.and rates
Electricity

water

PROVISION FOR BAD DEBTS

[t is the Corporation's policy to maintain a 5% provision on trade receivables .

Balance b/fwd

Prior year adjustment

Charge for the year- general provision on bad debts

Balance carried forward

DEPRECIATION

Buildings

Water Supplies & Transport equip.

Plant & Machinery

Permanent way

Telccommunications bquipment

Motor Vehicles

Furniture & Fittings & Office Equipment

(47,551.858)

(250,401,572)

47551858 105,922,748
105,885,317 109,805,757
26647247 22,173,843
1,115,110,846 1,119,993,492
323,404,906 330,288,746
22,089,437 26,257,862
3,215.013 3,588,236
26.,753.304 27,036,956
2,559,594 2,431,784
10,918,662 42,240,282
3,125,009 3,774,817
392,065,925 435,618,683
4,658,432 3,618,593
32,738,397 34,166,193
564,443 1,600
22,721,943 19.860.753
2,291,076 4,262,285
12,444,946 5,512,445
75,419,236 67,421,869
38,708,442 39,186,260
12,052,402 8,673,488
5,336,002 3,206,597
56,096,845 51,066,345
(202,849.714) (91376,573)
(5,550,394)

- (105,922,748)

(202,849,714)

61,024,829
5,729.519
38,314.302
3,158,036
1,406,187
11,098.078
106.100.430

39,045,945
5,729,519
37,494,778

1.4006,188
7,641,885
99.639.188
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35,610,909

_ 9473733

Donated asscts

Computers 8.002,316

291,915,823 218,959,616

7  ARMOTIZATION OF INTANGIBLE ASSETS
Charge for the year 2984205 313,321
B 2,984,265 313,521

8 FINANCE INCOME

[nterest-short term deposit 123,335,358 305.510.447
[nterest- ordinary advances 112,237 124,378
Interest-car loans advances 0 593,276
[nterest-mortgage advances 440,626 2.954.214
Unrealized gain (Loss)on forcign currency translation -10,897,635 ~_4.813,061
112,990,586 313,995,375

9 INCOME TAX EXPENSE

The Current year's tax is just a provision. Final tax will be computed after the accounts have been

audited
2016 2016
Kshs Kshs
Profit as per financial statements 386,667,333 574,803,676
Adjustments (307,715,847) (371,480,154)
Taxable profit 78,951,485 203,323,522
Tax @ 30% 23,685,446 60,997,057

P
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12

13

14

INVESTMENT PROPERTY

Balance b/twd

Reclassification (RAP Units) to donated assets
Block A compensation

Balance ¢/fwd

INTANGIBLE ASSETS

Cost

Balance b/fwd

Reclassification to donated assets
Additions

Cost ¢/fwd

Amortisation
Balance b/fwd
Charge for the year

Balance ¢/fwd

Net Carrying amount

CAPITAL WORKS-IN-PROGRESS
Balance b/fwd
Amount injected during the year

Capitalized

Balance c¢/fwd

STORES INVENTORILES
Capital stores

Stationery stores
[Foodstufts

Net stores inventories

TRADE AND OTHER RECEIVABLES
I'rade receivables

L.ess: provision for impairment losses
Net trade receivables

Prepayments

Other receivables

Net Receivables

2017

Kshs

23,445,304.922
-2,433,783,988

-5,361,593

201¢
Ksh:

19,553,893,72¢

3.891,411,19:

21,006,159,341  23,445,304,92:
155,691,093 124,651,57¢
220,805,688
21,427,385 31,039,518
156,312,790  155,691,09:
30,261,981 29,948,46(
2,984,265 313,521
33,246,246 30,261,981
123,066,544 125,429,112

180,323,808,524

115,955,236,52¢

195,677,542,905  68,328,242,63
(15,058.491)  (3,959,670,631
375,986,292,938  180,323,808,52¢
3,603,738,436  3,468,441,51°
5,527,807 2,779,071
998,623 407,87¢
3,610,264,866  3,471,628,46(

5,008,03 1,445

(250,401,572)
4,737,629,873
48,808,717.642

L,114.472,391
54,740,819,906

4.056,994,238:

(202.849.714

3,854,144,56¢
59,171,357,88
1.165.130,69¢
64,190,633, 15

bR
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SHORT TERM INVESTMENTS

FDR with consolidated bank 0 12.25% 33,000.000
FDR with KCB @ 11.25% 506,209,882

RTT moncey with KCB on call @@ 10% [5,000.000
I'reasury bills (@) 8.3% 294 800,550
IFDR with Chase bank under moratorium 818,575,979
CIFC BANK @ 10% .
TOTAL 1,689,586,411
Note

The Corporation has kshs 818m with Chase Bank which is currently under receivership.

125,000,000
1.100.000.000
0

800,000,000
700,000,000
2,725,000,000

Kenya deposit

insurance corporation (KDIC) assumed management and control of the bank on April 7th 2016

CASH DEPOSITS AND GUARANTEES
Kshs 12m FDR kenya commercial bank

IFDR savings & loans ( Mortgage a/c)

l:scrow Retrenchment

Liscrow Environment

KCB Car loan lien

S&l. - Mortgage Back up

[Fucl deposit guarantee [or National oil kenya
KCB- Mortgage Drawdown A/c

KCB-1.and compensation a/c

KCB-SGR Escrow payment A/C-USD
KCB-SGR Escrow revenue A/C-KI1ES

KCB- SGR NBI-NVS ESCROW A/C

KPLC Guarantee- (SGR Power connection)
Citibank Deposit account - KETDEPL 062580058
TOTAL

CASIl & BANK BALANCES

Cash in hand

Cash on hand - RTI

Cash on hand - Departmental petty cash
Cash on hand - 1Q Cash office

Sub total

1108981968
1108982174

1146951868
1162575387
1162573333
162574615
1203286473

13,600,622 13,600,622
3,362,599 15,406,999
1,367,370 61,819,229

813,250 45,899,910

21,010,507 21,010,507

97,961,715 70,542,799
4,314,066 2,068,900

4,882 2.109,403
159,218,841
8,713.702.264  5,981,587.210
72,472,503 2,708
239,914 450
69,117.869
B 0 13,128,097
9,396,860,938  6,227,176,383
27.140 7.762
2.340.168 769.302
. 518,548 320,250
2,885,856 1,097,314
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Bank balances

KCB Rent Collections A/c
KCB USD account (USD)
RTI - KCB main a/c

RTI - KCB imprest a/c

KCB - project account
Citibank a/c

Citibank a/c USD (USD)
Operational account

Equity bank

KCB-Land compensation a/c
NIC Bank NUTRIP-KES A/C
Standard Chartered - RAP A/c
Sub total

TOTAL CASH & BANK BALANCES

GOVERNMENT SUBVENTIONS &
EQUITY

GOK equipment loan, 1974

GOK Equity for the Purchase of new equipment
Conversion of loan to equity

TOTAL

GRANTS
Balance B/forward

Cash (transfer)/receipt to MO'T

Transfers during the year(net)

Balance C/forward

RESTRUCTURING RESERVES
Balance b/fwd

Adjustments

Balance ¢/fwd

Adjustments

Adjustment to fixed asscts
Adjustments to Payables
Adjustments to Receivables

Account no.
1108981917
1101706872
1102590363
1102587699
1107161487
300045003
300045014
1107161398
0470298041416
1162575387
1001004049
1040440668800

9,719,950 12,086,322
5,375,297 48,471,795
9,495,604 5.512,552
2,632,481 694,018

49,187,686 375,166,248
4,930,628 9,635,138
169.209 168,719
17,657,284 7,125,878
772,652 1,787,812
2,393,718,473

9,305,901 17,840,054
1,801,901 9,998,025
111,048,594 2,882,205,034
113,934,450  2,883,302,348

39956007122

50,000,000
468,000,000

50,000,000
468,000,000
39.956,007,122

40,474,007,122

40,474,007,122

10,557,231,908

10,277,844,099

(300,000,000) 300,000,000
16,664,198 (20,612,191)
10,273,896,106  10,557,231,908

20.075,487.839
175.981.459

20.079.448.290
(3.960.451)

120.251,469.298

20,075,487,839

(174,807,672)

(1,173,788)

(175,981,460)

-60,000.000
68.937.932
(4.977.481)

3,960,451

U
N
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23

24

25

26

27

ACCUMULATED LOSSES

Balance b/fwd
Adjustments
Restated balance
Profit for the year

Balance c/fwd

EAST AFRICAN LOAN STOCKS
1954 STG PD 5.0M
1957 S1G PD 8.5M
1975 STG PD 5.9M
1970 KENYA PD 1.0
1971 KENYA PD 3.4

EXIM BANK LOAN

Balance b/fwd
Amount disbursed during the year
Balance c¢/fwd

KCB MORTGAGE

Balance b/fwd

Amount disbursed during the year
Balance ¢/fwd

PROVISIONS

[.cave

Municipal rates

[nsurances refundable to former staft

Gratuities

TRADE PAYABLES
Trade creditors

Staff creditors
Customer deposits
Accruals

TOTAL

the financial Period ended June 30, 2017

(17,715,776,569)

(18,091.623.230

36079434 (137.999.845
(17,679,697,135) (18.229.623.075
362981887 513,846,50(
(17,316,715,248) (17,715,776,569’
90.000 90,00(
20,000 20.00(
24.918.842 24,918,842
513,100 S13,10¢
11,301,834 11,301,834
30,843,776 36,843,77¢
173,576,987,893  123,720,245,893
151.991,812.452 49.856,742.00C
325,568,800,345  173,576,987,893
300,000,000 300,000.00C
(300,000,000)
- 300,000,000
71.542 270.00C
175.591.048 156,236,827
29,633,105 29.876.476
L 2084318 905364
207,480,073 195,636,940

[.351,157.738
82,634.902
285,477.649
344,074,143

[.674,056.40C
64,04 1.43¢
234,352,993

224,630,741

2,063,344,432

2,197,081,570

S0
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31

DEFERRED INCOME

276,795,30¢
064,051,368,49¢
5,782.0806,67¢
5,795,852,39¢

6.761,65¢
3.652,90°

.
)

N

32

Stand premiums/revenuces 292,052,273
SGR Government grant 94,680,508,951
SGR Escrow grant 8,731,347,734
RAP 5,818,687,494
SGR Income 72,472,596
NUTRIP 17,152,692
[Land sales 323,652,901
TOTAL 109,935,874,047

76,266,517,43¢

CASH AND CASH EQUIVALENTS

For the purpose of the cash flow statement, cash and cash equivalents comprise the following:

201¢

Ksh

1,097 31¢
2,882.205,03¢
2,725,000,00(

2016
Cash in hand 2,885,856
Cash at bank 111,048,594
Short term investments 1,689,586.,410
TOTAL 1,803,520,860

5,608,302,34¢

CONTINGENT LIABILITIES.

The Corporation had contingent liabilitics amounting to Kshs. 28.385,228,008 detailed as follows:-

1,868.844.57-
(

28.715,43¢
26,487.668,00(

Kshs
Law suits against the Corporation yet to be determined 1,868,844,572
Dormant cases 0
Guarantees given on behalf of the Corporation 28,715,436
**Lderman's case - Golf city project ~26,487,668,000
Total contingent liabilities 28,385,228,008

28,385,228,00¢

¥ itigation is in progress by Ederman Enterprises against the Corporation and KRSRBS relating to a tendet
for a Golf City project within the Railways club. Ederman won the tender, however he insisted on change of
terms and conditions, which the Corporation refused and hence no contract was entered into. Ederman is
demanding Ksh 268 in business loss claims. The directors are of the opinion that the claim can be

successfully resisted by the Corporation

CONTINGENT ASSETS
Kshs

Duc from Magadi Soda Company still under discussion 924,441 851

Kshe
924 441,851

57
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RELATED PARTY DISCLOSURES
Parties are considered to be related il one party has the ability to control the other party or excrcise significant
influence over the other party in making financial or operation decisions, or onc other party controls both. The
Government ol Kenya is the principal sharcholder in Kenya Railways Corporation  During the year the
Government made capital payments directly (o the contractors and escrow accounts amounting o kshs
23,261,626,628 on behalf of the corporation. The analysis is as attached under appendix 2.
The Board of Dircctors of Kenya Railways Corporation Limited is responsible for the governance of
the Corporation and is accountable to the sharcholders and stakcholders in cnsuring that the
Corporation complics with the laws and the highest standards of business ethics and corporate
governance.
[n the financial ycar 2016/17, the Board expenses amounted to Kshs 48,003,819, while compensation
o key management stalf amounted to Kshs 47,728,220,
3. MOVEMENT IN DEFERRED INCOME
= o
Balance b/fwd Receipts/Direct Interest Balance ¢/fwd
| 2016 payments carned | Amortization 2017
Stand premiums o 273,593,709 38,320,022 | 22,228,458 289,685,873
SGR Government grant 64,051,568,498 30,560,304,457 | 68,835,996 94,680,508,950
SGR Escrow grant 3.782,086,676 2,771,516.252 | 177,744,806 8.731,347,734
| RAP | 5.795,852.394 71,510,779 48.675,680 5,818,687,494
SGR Income ) 01 72472596 | - 72,472,596 |
NUTRIP 36,761,654 H 19,608,961 | 17,152,692
| Marinc school i 3,201,600 L ~ 835.200 2,366.400
l.and sales 323,652,907 | N L - 323.652,907 |
| TOTAL 76,266,517,438 | 33,514,124,707 | 246,580,801 | 91,348,299 |  109,935.874,646 |

Kenya Railways

Reports and Financial Statements For the financial Period ended June 30, 2017




- Kenya Railways Corporation
Peports and Financial Statements For the JSinancial Period ended June 30, 2017
-. 5 APITAL WORKS IN PROGRESS

Name Balance B/fwd amount injected ! Capitaiized Batlance C/Twd
/ESTLANDS OFFICE BLOCKS - 78,818,320 78,818,320
NYALENDA ESTATE 0 37,813,255 37,813,255
MUSEUM RENOVATIONS l - 12,651,511 ~-12,651,511 0
LOCOS & WAGONS ;
REFURBISHMENT 84,677,119 108,724,868 193,401,987
IMARA DAIMA RAILWAY STATION - -4,715,634 0
MAKADARA RAILWAY STATION - -6,618,852 0
RAP KIBERA & MUKURU 3,413,206,257 181,604,377 3,594,848,634
DOC MGT SYSTEM 27,796,356 4,798,240 32,594,596
RAILWAY CITIES 32,217,931 - 32,217,931
ICT EQUIPMENTS & SOLUTIONS
NCR 2,406,980 -2,406,980 0
LAPPSET - 2,259,305 2,259,305
MARINE SCHOOL 98,456,134 16,664,197 115,120,332
WIP- SUB TOTAL 3,658,760,777 431,999,587 -15,058,491 4,087,074,359
SGR
CIVIL WORKS 148,534,814,539 109,206,829,479 257,741,644,018
LAND AQUISITION 14,737,957,458 6,052,234,932 20,790,192,390
ROLLING STOCK 13,392,275,749 65,193,558,921 78,585,834,670
CIVIL WORKS- PHASE 2A 13,759,875,231 13,759,875,231
LAND ACQUISITION - PHASE 2A 1,032,400,241 1,032,400,241
INLAND CONTAINER DEPOT 529,515 529,515
CIVIL WORKS PHSE 2B 80,000 80,000
LAND ACQUISITION PHSE 28 35,000 35,000
SGR SUB TOTAL 176,665,047,747 195,245,543,318 - 371,910,591,065
GRAND TOTAL 180,323,808,524 195,677,542,905 -15,058,491 375,986,292,938
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18.0

PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

The following is the summary of issues raised by the external auditor and management comments
that were provided to the auditor. We have nominated focal persons to resolve the various issucs as
shown below with the associated time frame within which we expect the issues to be resolved.

Reference
No.

o

2l

3.0

4.1

Issue /
Observations
from Auditor

lllegal
allocation of
land

Kshs 800m
held at Chase
Bank

Failure to
carry out a
stock take

Payables
outstanding
for overa
year(Kshs
742M)

Unbanked
surrendered
staff
advances(
Kshs 4.85 M)

Unaccounted
for museum
Revenue(Kshs
1.98 M)

Management comments

The Corporation, has
requested the Ministry of
Lands to revoke titles of all
the land that was irregularly
allocated by the
Commissioner of Lands.

Board and management has
been in touch with the
KDIC, the receiver manager
and CBK on the plans being
put in place to revive Chase
Bank and safeguarding of
customer deposits.

The Corporation is
undertaking a physical
verification of its stocks in
the current financial year

Most of these claims arc
legacy claims with no
support documents to settle
and others have court cases

This was theft by servant, a
claim for compensation
under Fidelity guarantee
policy was launched with
the insurance company and
the case is with CID

This was theft by servant, a
claim for compensation
under Fidelity guarantee
policy was launched with
the insurance company and
the case is with CID

| ,
\/@M}W

MANAGING DIRECTOR

Focal
Point
person to
resolve the
issue

The
General
Manager
Business

General
Manger
Finance

Procureme

nt Manager

General
Manager
Finance

[.egal
department

Legal
department

Status:
(Resolved /
Not
Resolved)

Not
resolved

Not
resolved

Not
resolved

Not
resolved

Not
resolved

Not
resolved

=

FINANCI. MANAGER

Timeframe:

When NLC
revokes the
illegal titles

- Once KDIC

revives the
bank

31/12/2017

When the
courts issue a
decree

Once CID
completes their
investigations

Once CID
completes their
investigations

60
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) Appendix 1: Projects Implemented By The Corporation

[ Project title

Railway

Railway

l’r()jccl_ Donor | Period/ | Donor Vgc;mraicrrhda;n‘s:olri(‘l:u V
Number duration commitm | donor ed in these
ent reporting financial
required as statements
per the donor | (Yes/No)
agreement
- | ) - e | (Yes/No) |
Development of Mombasa to 1092100200 | China EXIM | 4 yrs 357 B No Yes
Nairobi Standard Gauge
Development of Nairobi to | xxxxxxxxx | China EXIM | 3 yrs 153 B No Yes
Naivasha Standard Gauge
20.0  Appendix 2: Inter-Entity Transfers
| Break down ot'Trzlns[gfit'lzﬁ\ the Ministry of Transport - -7 B
FY 16/17 . -
Direct Payments - l‘,, -7 B 777 77777 R
_ - Bank Statement Date | Amount (KShs)
TSDI/APEC/EDON- 30% [PC 3A 29/08/2016 | 1,247,894,531
TSDI/APEC/EDON-15% IPC 2A 29/08/2016 623,947,266
PHASE ONE CIVIL, WORKS [PC SA 22/12/2016 | 1,732,535,662
BEING PAYMENT OI ICD 15% GoK funding 23/12/2016 | 3,269,160,324
BEING EASEMENT GRAN'T 30/12/2016 | 1,000,000,000
NLC FOR KM 0-15 COMPENSATION FOR SCHOOLS 30/12/2016 124,783,437
PHASE TWO-A CIVIL. WORKS IPC 1A 30/12/2016 | 6,799,794,567
PYMT TO CRBC FOR IPC4A LOCAL PORTION 23/01/2017 | 1,732,535,662
PYMT TO KWS -RESTORATION GRANT 23/01/2017 94,100,000
PYMT TO NLC -LAND COMPENSATION TO PAPS 23/01/2017 633,014,734
PAYMENT FOR SGR KP[.C BANK GUARANTELE KSH 66M 09/03/2017 66,000,000
PAYMENT TO NLC FOR 3 SCHEDULE 9 EXTRACTS 09/03/2017 | 1,649,791,258
POWER CONNECTION STATIONS FROM GRID 09/03/2017 285,051,558
BEING 2ND BATCH OF DKO-DKS((SERIAL 01-10) 13/06/2017 | 1,231,501,376
4TH & LAST ESCROW DEPOSITS 22/09/2016 | 1,541,371,184
4TH & LAST ESCROW DEPOSITS 22/09/2016 989,453,835
STATE DEPT.OF TRANSPORT (GOVT. GRANT) 10/05/2017 240,691,234
TOTAL 23,261,6206,628
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