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KAA A}INUAL REPORT & ACCOI]NTS FISCAL YEAR 2OO1IO8

CIIAIRMAN'S REPORT

Kshs.3.88 billion'

Despitetheadverseeffectsgeneratedby-thedisputedpresidentialelectionresultsof
December Z1Oi , Kenya Airports errtt llt, pori"a moaeiat" growth in .operational

oerformanceduringtheyear.under,",i.*.,eircraftmovementsincreasedby2.8%to
)oo,gso up from zor,i'sq'"iri".a-a_yi"g the previo,r. y.*' Pussenger numbers increased

by r.6%to 6.69;ilr;, from 6.59 JriilJ';.ra.t-a.ring the previous vear' with

international passengers accounrirg #;j; "i rr,t 
total' T-otal cargo handled at the

airports during ,t. ,-in-" period in.riur.i av g.iN t" 320'5 thousand tons' The European

market continued to u. tt " 
*uin ,our.. and destination of intemational passengers and

freight with the vrijai. ""a 
Far East t"r.ir!rp * in.i.uring portion of the total traffic'

The Authority realized a profit before tax of Kshs'2'1 biilion compared to Kshs'2'7

recorded in the previous viar. Th^g a..fi* oi aUout 24Yo was attributable to marginal

operational p.rro**..-una the effeciJr u 
't'ong 

Shitling on the US Dollar denominated

revenue sources. Aeronautical revenue *ut t'pp"ssed by 8'5% from Kshs'4'25 billion to

Remarkable progless was madb in the implementation of KAA's strategic objectives'

Key among these were the enhanc.*.nt-ofruf.ty and security at the airports' pursuit of

business growth and improvemenl oi service- derivery through modernization and

expansion or uirport irirurrrr,"*r", b,rsin.ss process automation, acquisition of support

systems and process; fu aligning tht;;*';ational structure to its busi,ess needs'

The fire cover faci]ities were beefed un an.d.saf3ty *d :."yity 
awareness training carried

out. The addition of l2 remote aircraft parking bays' associated taxiways and fuel hydrant

at Jomo Kenyaua i,r,.*u,tonar eirJil';r ;";pleted in lvlay 2008' This major

milestone i, .*p..t.i';;;;;.. tr,. uirlorJt l."titi"^' as the premier hub of choice in the

Eastern and centrjliri.^ region. ruroi.*irujtion of other airports was at various stages

of implementation uiongria" Lai.,t"nantt 'f 33 airstrip projects on an agency basis to

support ,o.io-..onili.?tivities of tr,. C"*try at the ttot*" of the year' Among these

projects were IsiolJ *J umrrau uirrt ii'L*ni'to t"*e the planned resort cities at Isiolo

and the South Coast respectively. Th; *pdatt of the National Airport System Plan to

establish traffic grl*f, t ends u-ra guiaJthe requisite.infrastructural support was also

initiated in the y.o.. it . Authority "ir" f*i.ip*:9 in business development forums

involvingairlines,gtouuttravelfirmsandtouristbookingagents.

Information and communication Technology (ICT) ltrltegy was finalized in the yeal to

guide in business process automation .fth; Authority tn airside management and

support areas wrth'u ,i"* to .ti-inuting-waste,- optimizing process efficiency and

utilization of its resources to enhance shareholder value'

With regard to performance contract with the Govemment, KAA achieved a very gocld

performance, despite challenges encountered in project implementation such as non-

Lrponsire bids and associated effects'
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The Authority underscores the need to deliver quality service to all its customers.

Towards this end, the Authority acquired ISo 9001:2000 certification, developed a

Customer Service Charter to enfcrce service accountability and reviewed the organization

structure to support service delivery and the overall Strategic Plan during the year under

review.

The Board wishes to recognize the contribution made by our business panners,

stakeholders and the aviatioi fratemity as a whole in enhancing the growth of our

business during the Year.

The Board also wishes also to thank the management and staff who worked tirelessly to

ensure the Authority remains on a growth putf'' Wt believe that prospects of enhanced

growth for Kenya-iirp"". euthgri]v will depend on the alleviation of the economic

recession currently afflicting the global ..ono*y as the latter plays a critical role in our

passenger *a .*go t".in'"tt.tl. The recession norwithstanding, the Authority will

continue to lay .rript uri, on business development, capacity expansion and facilities

modernization to enhance our long term prospects in tandem with the aspirations of the

National Economic Blueprint, Vision 2030'

Eng. gero, FIEK, RCE, CBS

CHAIRMAN
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Ir VIANAGING DIRECTOR'S RtrPORT

Performance Overview
Kenya Airports e,tno,itv recorded an improved operational performance in the year ended 30,h

June 2008. Aircraft morJments expanded 9I tl';"il;_iiii,Xe 1,306,8s0 
mainlv supported bv

increased uotake ".o""irir'olu.t'.rp".iully 
in the westem region in the year' The growth could

have been higher had Ivtoi Intemational Air;;,"i;;i.-rr"ggi"ira Malindi Airports and Ukunda

Airstrip performed better in the year'

LokichiggioAirport,sperformancewasadverselyaffectedbyWorldFoodProgram,sdecisionto
transport most of th.ir?li:il;li;.r* ;s#J;'i;", Lv tota' Air traffic movements at the

airport, consequently l""i"ta by 37% t";:;;; rt*., 15'035 ,noutments in 2006/07' Moi

Intemational Airport, ]vlalindi Airport una ut,,du Airstrip, on the other hand, experienced

reduced aircraft ."r;;;;i, ftoi ZZ,8tq,"g-,6'i1- ^na 
5,844 to 18,413' g'285' and 3'910

respectively. rrri, wu, ,uin1y ar" to the adveise effect of post poll skirmishes on their key

t*ir"r, oi l"irur. traffic in the third quarter of the year'

Passenger througliput also suffered due to reduced tourist traffic and the effect of oil prices on

airfares and improved marginally by 1.6%lro, o,ssg,+74 passengers in the previous year to

6,693,22'l Passen gers'

Cargothroughput,however,expandedbyg,2%to320.5millionkilogramsftom2g4million
kilograms on account of improved expgrt of, flo*.rs and fresh producei to Europe' the Middle

East and Far East. Th"';:#;."r,iir".;;il;r had it nof been for the effect of post poll

skirmishes on .*pon o? fish and fr.rt, proaute from lvloi International Airport and reduced

airlifting of relief deliv"ttt fto* Lokichoggio to Southern Sudan'

The marginal operational performancg a:d the effect of the strong shilling on the dollar

denominated r.r.nu.'ioJ..i, i*pu.r.d adversely on the I:Y"n':.for ihe year' Total operating

revenue dropped ay s.".i,t iro, rri,r. 539 fi;i.; in200610'7 to Kshs'S'08 billion' Aeronautical

revenue deciined ay'-gi.i%- rrom Kstrs.+.ii'u,rion in 200610'7 to Kshs.3'88 billion' Non-

aeronautical revenue, on the other hand, po."a a growth o! a% to Kshs.l'l9 billion from

Kshs.l.t5 billion in zOOAtOl mainly d* il;;*th"in rental and concession incomes' Total

operating expenses rose by 8.5% on u".ouni Ji intttuttO fuel' electricity and staff costs' Staff

costs increar.a u".u,l"rl 
"Jr"Jito;^i-r-,#;;;;iur,"nr and implementation of the collective

Bargaining Agreement'

overall, the operating income reduced by 72'6%to Kshs'l'87 billion from Kshs' 2'44 billion in

2oo6loi.The Authority made a correspondinf tax provision of Kshs'805'6 million resulting in a

net profit for the y.u, of Ktht ' l '253 biilion'

Assets and Liabilities
Total assets ir.r.asea uy I L69lo from Kshs.20'? billion in200610'1to Kshs'23'1 billion in the year

largety because "r*".i-ir-pr;;i;;l"1r1r. 
expansion of the aprons, taxiwavs, terminal buildings

and allied facilities *J r.,riat ibtained rto* ir'L Govemment for maintenance works of public

airstrips. ttr" .o.r.sponaint iiuuititi., increased by 25%frorn Kshs'2'7 billion to Kshs'3'4 billion

owing to increase in'payable retentions on contracts'

CapacitY ImProvements
The Authority carried out the following projects geared towards enhancing customer service and

business growth.

JKIA Modernization and Upgrading Projects

Apron, Taxiway and Fuel Hydrant System

Twelve ( l2) additional passenger aiicraft parking bays and associaled taxiways were completed in

April 200g. Outrtunaini uaJiti""nof work on the fuel hydrant would be finalized in 2009'
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Terminal 4 Building and Parkin* 
""'l"rn" World Bank for no objection to tender for the

}#ff il#'lf ,yfl',ri#i1llil.!lr-,ki#!#*$*l";?r:iToB*,'saraee
and a 450 vehicular .upu'.i,y grade parking. Aiontractor is expected on board in 2009'

Re-organization of Terminals 1'.2 lntt 3 and the Arrivals Building

Detailed design *"r* i" ..ijii.turur, .r".rri"ii*i '*r'anical 
componen-ts was 75oh complete'

A consultancy ,.*t.."Uy il;'lr*" "? 
rp^i, *", ."*titti"tta i1 

Vl' 2008 to assess' through a

simulation study, the ;J.q;".y of the design*; ffi;i; il; ;edium it* putttnger throughput

target of 9 million'

Cargo Terminal APron

The project is meant 

"" 

.-o^"0 freight aircraft parking ?rp.:i1^:: 
nine (9) bays from four (4)

i"v,la,i^r the access j?11J*,.:"-::x'Jiffi"i-.'-[[1i*;:a*;x.** iil]ll'f;,'.^.x1.LT[
involving excavatlon

b" oP.rutional within 2009'

Other JKIA Projects ' 
-'-.

The streets ana uiriuoards lighting-projlt was completed in the year' Sewerage system

i m p rov e m e n t p,o,.' t ffi '' 
r! i'g S r 

-{i1l t ntl' Uf .f*'ly x;ffiiil':i ffi ; l:

*t5*i::"1'xt9'il11x"s,?ffiTl':1".*"""H+:fl il":H"',:?rcraconsurtantrorthe
ffiffi:;il;'ilKvi r"i inl commercial ring was at the evaluation stage'

ImP rovement Pro-j ec': :f :]}1:AirPorts

il*#*f-iIf:1fff#lfffilil?;iltiii3*t *" was rrnarized in the vear with deta,ed

desi gn and tendering' tt'i"iii"t scheduled for 2008/2009'

ffil,.irr".Jg',3##.j ili::"X?,:.","#*i"::lL construction orthe n"rming loop to raclitate

the movements of aircrafts in the up'o' *tit-i'nalizea in the year' Construction is expected to

take 6 months

Airport.

tiii":lf fliiiii'fi+Hffi t';fi #['{:"T'-:s:ff il1iJ':l#:"i:il"hi"11
meEes and constructtc

the consffuctlon worrc Jas;;^lir"d i, trr. vl"i"una the project awarded to lws china overseas

Engineering Group i"'Vi"V ZOOS for a construction period of 22 months'

Vlalindi AirPort Proiects
Detailed design ,., ,nJ'".*ierminal building was in progress in the year while resurfacing of the

;;;;y ** u:t the tender evaluation stage'

ffi lf'il*[:':T,ilT,L*.:.:*!1"]1,:T:J:L:':l-i^fJ::i'::::*"Jll;,1:;,'"'*'
terminal building was in progress. tn the mearii*t' t*p'"ttion of interest for consultancy servlces

for pavement study was under preparatlon'

Xj:*:lffi"'r",XiJ:t1.'j;l,q.o ,"y1r, Luis Berger who commenced in the last quarter or

the year. The scope':i;-,; ;;il;; .r,rirlJi"e it.r?" qo*th trends to guide the requisite

infrastructurut ,rppoff#il;-f.*iu,i,y'"ffi'of-frrio.nt improvement of Lokichoggio

I



r
Vlaintenance of Category 4 Airstlipt ,,. ,^ Eonnino provision and Painting of beacons and

Bush clearing, cr"aing"o?ffi;;y;Graverting, Fencing, Ployiti.:"^1"d Painting of beacon

edse marke* ona *iniJ*k;;;;";. of thE'works Jarried oLrt on pubric airstrips to support

,oEio-..ono*ic activities of the country'

fr'rl""Tl::l business process uuro*u,ior,,,the ICT strategy was. finalized' The rvebsite was also

re-organized to ,.,ppln operations u"a ,oif..tilll--itti'ititt' Other activities included

enhancement of the 
'in*rni, 

services, ."nt'''uti'utioi of oata communications and tender

documentatio, r". ,"uuiio,ion"orintt'pii" ntt""ttt gunning System and enhancement of the

;t"p. ;i a;ttmon User Terminal Equipment'

SafefY and SecuritY
Withregardtosafefy,theAuthorityretrabilitatedthree(3)fir.evehiclesandawardedtendersibr
four (4) new ones ," ."i.."* ,ffi prepurea;;tt 

"Alt" 
awarded were tenders for the installation

of taxiway guidance 'v'i*.ana 
co1s1u;d;i pu*f t*tts at Jomo Kenyalta Intemational

Airport. An audio biri repellent system *.r^;[; 'u.qui"a for use at the same airport' Airport

oerimeter fencing works were in progress ,,'w"ilt"i 
^irport 

and Manda' Ukunda' Isiolo and

itakuru Airstrips. fo'^."nfr*..'r.irriiy, .igirril" fit). >i-ra1- 
lachines' 

fourteen (14) metal

detectors, one (i) b"r" ;J;';;o trrlrrv ilol i:n"uit''uiio' wi^re acquired' Capaciry building for

one hundred and forty two (142) security offi..^ on passenge.r screening wai conducted in the

course of the financiar year'under review. ih;ff;iry palrticipated in-the International civil

Aviation organizatiol ffiffirurC oni"l#,v'il1lino,timitu'tv conducted an aviation

safety and security u*ur.i"., i."ining for 
"". 

ti""tirJ und one hundred (1'100) airport operators'

Human Resources Development 
^r:+. h,,men rpsnrrrces in the service delivery chain'

The managem.n'"togni"s the importance of its human resources tn 
:i: ilffi t" ffi

ro this end, one th"-"t#;;i."i"q *a;;;il'{t'i:-9],::f'were trained in the business

critical areas including aviation security, n.* p,o.u,.ment regulations, performance management,

fire, safety and airpori operations' App'op'#";;'p"#;;;il t;toiied to applicable staff and

their immediate family members :l s,1*" p!'.,ri^i"g to HIv/AIDS including access to

voluntary counselling and testtng ano AK Y s'

The collective Bargaining Agreemenr with unionizable employees was finalized for

implementarion. erro?iroil?a t"? i*plementation was the new organi2ation structure to address

the business needs'

fi:l:"li:f.ilH has presented ,1L:::lu'"nges which.have however been gteatlv countered

bv a resilient and devoted workforce suppor;;-b;unwavering strategic support irom the Board of

Directors, helping ,h;il;;il7io ,uinr^in i poritir. busiriess treia' t iake this opportunifv to

also acknowl.ag. trr. p".ttir.'rh. pruv.a b; ;;;;rgement and staff, our business partners and

stakeholders in rl"rp'1"" *iir""'i ttil supiressive business climate'

IurgeyoualltoenlranceworkingrelationshipstoenabletheAuthoritymeettheexpectationsof
its stakeholders.

G ho
Director
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STATEMENT OF DIRE CT ORS' RE'S_PON SIBILITIES

;,;i ffiii FINANCIAL STATEMENTS

ion irlB YEAR ENDED 30 JUNE 2oo8

Thedirectorsareresponsibleforthepreparationandpresentationofthefinancial
statemenrs of t<.nyu"Xffi;41"rirv !Li'out on pages 6 to 20 which comprise the

balance sheet as 
^t 

3il':';; 2008, the-income statement, statement of changes in equiry

and cash flow statem."ii"r-rrr. year,then ended, and a summary of significant accounting

policies and other explanatory notes'

Thedirectors,responsibilitiesinclude:determiningthatthebasisofaccountingdescribedin
note I is an acceprubl. buris ro, pr.puri,ig";;;;;;."]ing.tl: financial statements in the

circumstances; designing, implemen,ing-u?J *uin,uining- intemal control relevant to the

nreparation una pr"r.nolrion'of these financial statements that are free from material

-isstatement, *rl.ti,er-due to fraud or .rr*'"rttting and.applying appropriate accounting

policies; and making-a".o"niing estimates that are reasonable in the circumstances'

UndertheKenyanStateCorporationsActCap446,thedirectorsarerequiredtoprepare
financial statements fJr.u.t,',nruncial year *t,l.r, give a true and fair view of the state of

affairs of the company as at the end ortrrJnnur.iutl.u, and of its operating resurts for that

vear. It also requires the directo* to .nr,]r. ir," eut['otity keeps proper accounting records'

*r,i.r, disclose with reasonable accuraty;;;;cial ptsition of the Authority' They are

also responsiUle fo' sufeguarding the assets of the Authoriry'

Thedirectorsacceptresponsibiliryf?,theannualfinancialStatements,whichhavebeen
p r e p ar e d u' i n g upi' o ;; i'; ; ;' ;'"* * J iJ i : t ;:1,::fi i' : I" J :ff ilXtJ ; # 

", 

il:iill
i:fillH;:lJ.',.',Hfi:JUilj"rT,%o[o,u,ion, 

Act cap 446 rhe directors are orthe

opinion that the financial statements gir. Jt*. and fair vie"v of the state of the financial

;ff;ir; of the Authority and of its operating results.

The directors fufther accept responsibilify for the maintenance of accounting records' which

may be relied upon in the preparation oi financial statements' as well as adequate systems

of internal financial control'

The Directors have made an assessrnent of the Authority'

concern and have no reason to believe the company will not

the next rwelve months from the date of this statement'

17 l? -AoaE'

s abiliry to remain as a going

be a going concern for at least

Mr. George K. Muhoho

MANAGING DIRECTOR

!? . / L:?A?8

FIEK, RCE., CBS

CHAIRMAN

Date
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REPLIL]t-iC.OF KENYA

KE,NYA NATIONAL AUDIT OFFICE

material misstaternent

REPoRToFTHEcoNTRoLLERANDAUDIToRGENERALoNTHE
F|NANCIAL sTAi;rvrEr.ris or xeirrYl'nrnpoRTs AurHORlrY FoR THE

YEnn ENDED 30 JUNE 2oo8

lhaveauditedthefinancialstatementsofKenya-AirportsAuthorityfortheyear
ended 30 June 2O0B set out on prg..-i l1o'25.y.1':h comprise the.balance

sheet as at 30 lune iOba, the incomJ statement' statement of changes in equity

and cash flow statirnlnt'to|. the yea-r th"n .na.d, together with a summary of

sionificant ,..orniing poriri". ,nir oir.'L,. explanatory- notes in accordance with

thl provisions of s'"rYi,i. ii;; th; Pilii. nr,it Act, 2b03' I have obtained all the

information and explanations which, 1ji;" U"it of my knowledge and belief' were

n"."tt"ty for the purpose of the audit'

Directors' Responsibility for the Financial Statements

The directors are responsible for.the preparation of financial statements which

give a true and trti iiJw of the Authoiiti. ;;t" .1 ,llli!. and its operating results

in accordance *itn'l;.'" lnternationai iinanciat Reporting Standards' This

responsibility incluies: Olsigning, implementing and maintaining internal controls

relevant to the preparation and t,it iitt"ntati6n of financial statements that are

free from materia'i?iritrt"*"nt, .*tlif'.,"t;;; to fraud or error; selecting and

applying appropriat"'r...r.ting porici".; and making accounting estimates that

tr" *r.onable in the circumstances'

Responsibility of the Controller and Auditor General

Myresponsibilityistoexpressanindependentopiniononthefinancial
statements based on tt'," ,uo'it. The audit was conducted in accordance with the

rnternationat stanoaiir-on Auditing. inor.. standards require comp*ance with

ethical requirement, ,na that the ,Joii o" planned and performed with a view to

obtaining ,""ronrt]J'rrrurrnr. tn"iir'.," financial statements are free from

P,O Box 30084-00100
NAM.OBI

:
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reasonablenessofaccounting'".,Ir.t",madebythedii.eotors,as..wellas
evaluating tne oveiatl piesentaliT o^*li|.r.ti'r J'"t"nr-tnlt' t o"li"'" the audit

pi*i0.. i r."on'ble basis for my oplnlon'

1. Long Term Loan

Asreportedinthereportfor2006-1200T,theAuthoritysignedacreditagreement
in lee8/ee to, , to]l:i 

';;;;il #6,#'(;;'i';b"ioi x'n' 3'186'421'047)

with a foreign o.niixic Banks) ,o'inr"# it'J a"u"rooment of Jomo Kenyatta

tnternationrt ni,pJi.t';i" i;;s'ot tn" credit agreem."'ii ittr'ded repayment of

the loan in ten v""' "na 'tt" '*Ji"t;lt-I?i 
tnt n'tnority would make 

'

oavments to the,JiJ"i i,i'iJrr *,tnorio"ductions of.anv taxes' duties or charges

whatsoever. con*qilriri, tn" Arth;;ty hrt ovgr113^.vears paid withholding tax

to Kenya n.r.nu!Xr-n"'ritv on tn. io.n interest p.yrbt. to the lender' During

the vear ended so JI;"-20b8 th:_Affii;iiltgi1aielv paid to Kenva Revenue

Authority Kshs.1 t 21g,sat,(?90191 [il;.i; 68b'or s) wiinnoldins tax on interest

accrued on the roan.-'Had ine ,sr..r"ni been drawn properry and in a. manner

to protect the intl'resi ;; ih; nrtn"tii, *th respect io iucn taxes' duties or

charqes, tne payment of withholdilg"rJ'*olli-n'ut been avoided and the

trui,igt aPPlied to other Purposes'

2



3. SecuritY Fencing Project

on2Augustzoo,.,theAuthorityawardedacontractforconstructionola2T
kilometer securityi;;;; proiect,tb 'ffi; 

I contract t'*or Kshs'98'385'900

with a duration .f ;is;;18) months peiil ;J.s ) nprir 2005. rhe contract was

however terminat#il 
,iH;i ioob''*iin irt" i"oi"tt w" 

'oout 
187o complete

and the Authoritv nii'p"ii I t'nl 'r 
K:[:1 o"i?6-!!:'toi tn"work' subsequentlv

the contra.to,. ,r"i-t[e nutnoritv,ror unlawful t"'min'iion of the contract and

ctaimed drrrs.ro't"irrri.o -(;11di,iis,o'oo. . rne Juflroritv also lodsed a

counter ctaim .f K;;;i""ggg,srz i;';';;;;t o^t-131: lndications are that two

cases have not n.".' ...tiuJgO f n'i"ir"*y ZOOO' the Authority entered into a

memorandum ot--unoerstanding *itn- u Governmenl Ag"n"y to undertake

construction of the ,"crritv fer? prrilt,itli'^1i*t9:tspecifyrng the contract sum'

According to intolm'"'i,Jn''irritrnt., iilL-proj"tt *?:.to'[t i""'ed as concluded

when each of tn"'rlo-.orpon-"ltr^*;.';;f;ssfully 
compteted' As 1l 30 June

2008, an amounr'oi rirnl.iS+,ZOg,Oiii"O n""n in*titJ Ln the security project'

bringing totar cost'ir'in. pir"i 19 5".rr..;,il;; 
5Oo,(inctusive of withholding tax

of Kshs.35o,to+)' 'g'indt lt,i1''li:l';;t-r;'sum 
ot Xtnt'sg'g85'900' The total

of Kshs.205,454:ddlnctuaeo 
tttt iu"it'nt *"'ntinq to Kshs'107''068'660 as

at 30 June 2008. ir..," project *n"J.i,..,',iiri **pr"tioi aate was 2nd April 2005

had not been compi;i;ir; 11t1e gaie oilni= t"bort' and additional expenditure

over and above,iiiJ=;;;-ot krn..ios,+s+,soo recordl-.d-as at 30 June 2008 is

expected to be 
't""'"0'tv 

tnt t""Jint?;; it h';;;d over to the Authoritv'

Under the circumstances., it r..'1-.-1-"i ilJ nt.tio19 to r"iitv the 9o3t 
overrun of

Kshs.107,068,660 atready ,".orO"i il*Jfiis the-expecieO total cost of the

project on comPletion'

OPinion

Exceptfortheforegoingreservations,inmy.oqinion,properbooksofaccount
["u"' bee n kept 

" 
ni tn J,.. o* ,,ffi :ln:fl?ief :1"*;3[{ 

"1 ffi fri i Ji,l
,L* 

"r 
the financial position oi,]l:1:T-"j't[':"H#;"'*ir, tn. lnternational

and cash ttows.jil [r'.I" v.,, then ended in accordance with the lnt

Financial Reporting standards,rni Joipv *itn tn" iitnv' Airporls Authority Act

(CrP. 395 of the taws of KenYal

.S.M. G
N

A
C

mbu
D

Nairobi

10 FebruarY 2009

_)



KENYA AIRPORTS AUTHORITY

PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED 3OTH JUNE 2OO8

Notes
2

2007108

Kshs.'ooo
5,071 ,301

2006t07

Kshs.'ooo
5,391,037

Operating Revenue

Operating ExPenses

Operating Income

Non Operating revenue/(expenses)

Operating Profit before tax

Taxation

Profit for the Period

(3 ,202, l 17) (2,949,6 l4)
3

4

I ,869,1 8.1

189,232

2,441,423

255,117

5

2,058,416

(805,753)

2,696,540

(909,440)

1,252,663 l,787,loo

,,1 
1
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KENYA AIRPORTS AUTHORITY

BAI,CNCE SHEET

AS AT 3OTH JUNE 2OO8

I
I

Notes 2007/08

Kshs.'ooo

11,'786,3',71

I 1,571

200610'7

Kshs.'ooo

ASSETS
Non-current assets

ProPertY, PIant and equiPrnent

Intangible Assets

Operating lease

Current assets

lnventories
Trade and Other Receivables

Reserve Account

Cash and cash equivalents

AirstriPs Fund Cash Balance

Investment in Gvt' Securities

Total Assets

FUNDS AND LIABILITIES
F unds
Grants

AirstriPs Fund

Revaluation Reserve

Accumulated Profit

Total Funds

Non-current Liabilities
Long Term Loans-KBC Bank

World Bank

Defened tax liabilitY

Current Liabilities
Trade and other PaYables

Current Portion of long term loan

Total Liabilities

Total Funds and Liabilities

The on pages I I to 25 were approved by the Board of Directors on

slgned on its behalf bY:

RCE, CBS

6

1

8

8,643,043
3,085

10
6, l 48,1 70 6

71,94 6,112 14,676,4 98

10

l1
12

1 3(a)

r 4(b)

13(bi

100,654

1,424,402
334,096

2,592,071
662,840

124,996

1,250,366
347,802

3,828,332
309,970
1 54,314

015,7806,
I 14,0035,

,278,? 060,1 15

I a(a)

l4(b)
15

r5
q 963,1 60

7,260,'723
662,840

1,785,250

'7,235,813

309,970
1,785,250

8 1,463

19,67 1,973 11,982,496

1 6(a)

16(b)

9

'184,399

422,',l61

280,81 5

1,076,096

224,217
152,7'76

1,487 ,914

1',7

t 61a1

1,638,'102
261,465

987,67r
269 022

lr256,693
1 r67

3,388,142
1 709,782

23 l5 20

alfi

cm

CHAIRMAN

smr'ffi gK":I,itilE6tr#'-.-11:rY'

MANAGING DIRECTOR

12



KENYA AIRPORTS AUTHORIfi
CASH FLOW STATEMENT

ron rnipEnroo Et'toEo 30TH JUNE 2008

Notes

l8
Net cash from operating activities

Cash from lnvesting activities

Purchase of Properry, Plant and Equipment

Proceeds from sale of Properry' Plant and Equiprnent

lnvestment in treasurY bills

Interest Received

Net Cash used in Investing activities

Cash flow from financing activities

Realized forex exchange gain

Repayment of long term loan

Proceeds from long term borrowing

Proceeds from AirstriP Funds

Cash from Reserye account

Disbursement of AirstriP funds

Net cash used in Financing activities

Net Increase in cash and cash equivalents

Cash & cash equivalents at beginning of period

Cash and Cash equivalents at end of period l3(a)

2007/08

Kshs.'ooo

2006107

Kshs.'ooo

I 014 I

(3,030,879)

44

180,041

(1,326,348)

'7,311

187,895

(154,314)

13,125I 1,468

9,32 s) (1,2 71,7s3)

10,525

(255,534)

3e2,760

24,656

(276,644)

3 5,000

310,000

107,592

(3e ,890) ( le,380)

10'7

(883,450)

181

264,344

3,873,9564r1 38,300

31254,851 4,138,300

13



NOTES TO THE FINN\'ICIAL STATE}IENTS

FoR THE YEAR i'n"" 3oTH JL'NE 2oo8

1. Accounting Policies 
I

The principut utto'niii! poticies adopted in the preparation of these financial

.*L*."rt are set out below:

(a) B-asis 
"t lt-t-t1:ljirortur. or.ouredin accordance with and comply to lnternational

The financial statemr

eir^""i^f RePorting Standards'

(b) DePreciation

Freeholdlandisnotdepreciatedasitisdeemedtohaveanindefinitelife.

Depreciation on fixed assets is calculated using the srraight-line method so as to write

off the cost oilaluation of the assets o".rii.ii estimated useful lives using the

Rate

Nil
4.0%
2.5%

r0.0%
25.0%

5.0%
10.0%
20.0%
33.3%

."r,,^,?,"#,lilHf;'r'''Jill'ilr".';ted 
until such time as the asset is brought into

Freehold Land

Pavements(Runways,aprons'taxiwaysandroads)
Permanent buildings

Ernerg"ncY Service Vehicles

Other Motor vehicles
p,".nl 

"uf 
-lrlechanical Equipment

Other NlachinerY

6;il. fi;ipment, Furniture and Fixtures

following annual rates

use

(c) Grants r^r^--^r o-.{ hrorsht into income on a basis consistent with

Grants towards caprtal are deferred and brought into income on

the amortization of rtre l.lri.o capital urr.it.if it is in compliance with IAS 20'

!?$,T;::'il"1"1il":::'r'.'*11.0 as lease rental and amortised over the term orthe

i.ur. in accordance with IAS 17'

(e) Inventories -, ^r^^or ond net realisable value' costs of issues are

Inventories are stated at lower of cost and net realisable value'

calculated uring nt'i-in-first out valuation method'

I4



(f) Property, plant and equipment
Properly, plant and equipment are stated at cost or vali.iation less accun:ulated

depreciation. All capital works are valued at cost.

(g) Foreign exchange Transactions
Tiansactions during the year are converted into Kenya shilling at exchange rates ruling

at the transaction dates. Monetary assets and liabilities, which are expressed in foreign

currencies, are translated into Kenyaihillings at exchange rates ruling at the balance

sheet date. The resulting differences from conversion and translation are dealt with in

the profit and loss account in the yeai, ih which they arise.

(h) Revenue Recognition
This includes both aeronautical and non-aeronautical revenues, but excludes

investment income, and exchange gains on exchange rate fluctuations. The revenue is

recognised when existing airport services such as landing and parking are utilized.
Others such as concession and rent are recognised when due.

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

contribution rate.

fi) Income Tax
Current income tax expense is the amount charged in respect of the profit for the year

and it is determined in accordance with The Kenya Income Tax Act Cap 470.

Deferred income tax is provided in full, using the liabilify method, for all temporary
differences arising befween the tax birses of assets and liabilities and their carrying
values for financial reporting purposes. Tax rates enacted or substantively enacted at

the balance sheet date are used to dete'rmine defened tax. Defened income tax assets

are recognized only to the extent that it is probable that future taxable profits will be

available against which temporary differences can be utilized.

t5



KENYA AIRPORTS \UTHORITY

NCTES IO THE iINANCIAL STATEMENTS

FOR THE YEAR ENDED 3OTH JUNE 2OO8

I
I

2006/01

2 ANALYSIS OF OPER{TING REVENUE

Aeronautical Revenue

Landing and Parking

Passenger Seruice Charge

Fuel ThroughPut
Non-aeronautical Revenue

Rentals
Concessions
Other Non aeronautical revenue

Total OPerating Revenue

3 ANALYSIS OF OPERATING EXPENSES

Salaries, wages and benefits

Other administration exPenses

Professional fees

Legal fees

Audit fees

Directors emoluments
Fees
Other remuneration

ConsumPtion of inventories

RePairs & Maintenance
Depreciation and amortisation expenses

General ExPenses

Total exPenses

t,7 )1,91)6

t,902,816
259,395

1,847,605
2)33,257

264,816

387,307
647,569

339,81 5

646,378

188 I59 166

01

Kshs.'ooo

l5

Kshs.'ooo

5

1,412,167
621,167

1,303,81 8

520,716

30,809
4,424

26,62s
2'7,410

t39,r97
314,499
564,339

39,785
3,050

3'1,694
33,918
83,369

300,333
614,920

55 713
3 15

t7 176
l42

4 ANALYSIS OF NON OPERATING REVENUE /(EXPENSES)

Totallnterest income igt'oas 236'039

Interest expense 
(101'768) (1 17'690)

Net Gain/(Loss) on exchange 92'323 134'146

Gaini(Loss) on Disposal of Fixed Assests

Total non operating ""n" 
(Expenses) 189'2io '--'- - - '

16



KENYA AIRPORTS AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3OTH JUNE 2OO8

5 Income tax exPense

Tax

Balance Sheet

Balance bfud
Charge for the Year

Paid During the Year

Balance cfwd

Profit and Loss account

Current Tax at 30%(2006107:30%)

on the taxable Profit for the Year

Defened Taxation charge/(credit) (note 9)

Tax Expense

Tax applicable rate of 30% (200610'7) 30%)

Tax effects of:

Net expenses not deductible for tax purposes

(Reversin g)/ori ginatin g temporary d ifferences

2007108

Kshs.'ooo

2006107

Kshs.'ooo

'7 4,983

677,714
123,1'7 4)

(3 70,411\

677 ,1\ 4

128,039

805,753

The income tax based on profit before income tax differs from the theoretical amount that using

the tax rate applicable as follows:

2001108

Kshs.'ooo

Accounting profit before taxation 2.058,416

(r, (1,

249,029

855,512

029.5 59)

74,983

855,512

53,929

909,440

2006101

Kshs.'ooo
2,696,540

611,525

60,1 89

128 039

46,5 50

53 929

909,441

962808

805,753

17



I
I
Ial

o.

co

boc!
oe.a 

oO)c'i=

o)
o->-

co=
dtr
OF

oO3'4
x€oo^

--6

odoo
o-Obo'oc
i!
Go-
!.1 xYd

o,a>xdd

EUiOE

to-
-d
\oo
Jco.'o€^ ,6
r-. tr+G&o-
6i6
;o'; t

P
,C

6 

6h\/ -YL
509
,.
6=
A9
OP

!43
oq66Eo9 a'n

o.q s,E
\aos glp
E EB
66O
;1?6ots'6o\doc
-E'od92'trh-
H.E IH
05t5
€<-90)
c o xE
;a ] c5 >.- o
'trlsvr

Eo9lAo
TaJv

r-
N
q

r.|
G

r{r.I o-€..)@$F- .O.
@

t.) \o
mo\$- \o.
r-|r)t- r-qEI

o\o
dN
ol i-
act\o t--

qvi
6Cl€\o

F- r4
rn6\o 00
Nra
O\ f-s- co-
\O t7)

t1 tn
66rn ra

o\
o\
€
t--

v
t--
cl
-l\o
ro,
g

€€
\O"

6l
cl

o,

r

-C

-+
F-

ct
olo\

9.\o

v"
|-.'r-
o\

€o t'- O'
o\o6
_o o\ ' <'"

r3$i.l€"
:lho

J
t-oF

\o\o+o
C\O6m
\O^ -^ al^ \O"

n r+ l-' o\
rrlol
o^ qe^

6N

co
o,

<"
6
oo

.- !
=d60o.., hoO

qLL
.==q

9? .= .! .tr
EFE\,,1u=*
(J LL

-\OO\
\oF6
s$o
c.\ v\o

r-

\o^
o\
c.t
oo
c..i

a6n:ooa .c ^ r---

"l-o ; \o
6?€^tr,p I n
Ua>\,
6-
o-

s

o6:€:n

5
d

o
oo
fL

^26l

bO ui

o.v

\o

ot\o

-als\o

tr-

6

cl

C
N
00s

€
o
r
F-

rI

r-.^
€

oo

\o

(\

al

6
c.i

oi

uir
6aEe
6 h H-:>.E.3-E
b 6 +J
:>

o

o

oo

E
H-=6-OE

L ...O
otrco.ioo<'E. E :EJ bdo E .;3 U oo 6F 3E E-.; H 

=Y A ?tr BO E ;i EcS.b I t== o e€R! 8 z{L:E € =i=€ r ,- ,; 
= ^- 

a 
--A: E :.e=,;=E.Q ;;E

I?EaEETH I!g;.:HEEEH
El+EEfiSI sIA.+ESSIEl

ot:oZOuJo>sN
E LrJ t-tlEtzal<liFr
iao
lJ(')<<o
?28u.<zozuLIE
E',r(<=u
<l-
> 9v.9el

ts(J
O.LLz



7 Intangible Assets-cornputer software costs

Cost
At start of Year

Additions during the Year

At end of Year

Amortisation
At start of Year

Amortisation Charge for the Year

At end of Year

Net book value rt end of Year

8 Operating Lease

Leasehold land

Cost
At start of Year
Additions
At end of Year

Amortisation
At start of Year
Adjustmeni for prior years' amortisation

Charge for the Year
At end of Year

Net book value
At end of Year

national(K) Ltd.
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KENYA AIRPORTS AUTHORITY

*orEi1'o r*i FINANCIAL STATEMENTS

ii'n"iriJvEnn ENDED 3orH JUNE 2oog

2007/08
Kshs.'ooo

2006101

Kshs.'ooo

, lol
3,65 8

5,8'19

1 1,854
17,104 5,849

2,765
369

1,097

668

?,'765
J

6, IJJ

11,5 11 3,085

Intangible assets comprise costs incurred on acquisition of computer software' Amortisation is

calculatedonastraightlinebasisoverestimatedusefullif.enotexceedingthreeyears.

Kshs.'ooo Kshs.'ooo

6,694,9456,694,945
206,260
901 ,205 6.694,9456,

664,57 5

18,75 I

69,709

596,949

67,62 6

753,035 664,57 5

6,1 48,170 6,030,370

operatingleaserentalrelatestocostin.curredinacquiringinterestsinieaseholdland.Asthese
assets were transferr.Jro the Authorlty by the governmentat no cost' related cost of acquis-

ition was determined U/u r.gisteredvah-ie', Bkavivya' The cost is included in the financial

statements as a long L"" ptJpuyment which is amortised to the profit and loss account on a

straight line basis over the terms of respective leases'

TheadditionontheoperatingleaseofKshs.206,260,000relatestoaportionoflandat
Embakasi village *ni.6 was" transferred to the Authority by the government at no cost'

An unregistered parcel of land measuring 0.867 Acres, cost of acquisition totaling

Kshs 4,335,000, ,fruit U. incorp.orated in the financial statements upon registration'

Cost of acquisition'*u, 6.t..*ined by a registered valuer, Ivls' Regent inter-



KENYA AIRPORTS AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 3OTH JUNE 2OO8

9De ferred tax assets/(lia bilirY)

Deferred income tax is calculated using the enacted income tax of 30%o (20006107 -30%)

The movements in the deferred income tax account were as follows:-
2001108

Kshs.'ooo

2006t07

Kshs.'ooo

At start of Year

Profit and loss account debit

Property, Plant and equiPment:

Accelerated tax dePreci ation

Net deferred tax liabilitY

l0 Inventories
Inventories comprises :-
Spares
Fuel, Oil and Lubricants
Foam Compound
Plant and Equipment consumables
Other Inventories

Less provision for obsolete stock

(152,77 6)

(128,039)

(98,848)

(53,e2e)

1s) 152,7'76)
At end of Year

Deferred income tax assets/ liabilities, deferred income tax credit in the profit and loss

account and deferred income tax credit in equity are attributable to the following items

Deferred tax assets/(liabilitY)
At start of

year

Kshs.'ooo

Debit to profit
and loss a/c

Kshs.'ooo

At end of
year

Kshs.'ooo

(1s2,776) ( I28,039) (2 80,81 s)

(752,716) 128,039) 1s)

2007/08
Kshs.'ooo

21,325
2,148

26,885
45,',l12
19,445

2006101
Kshs.'ooo

19,360
3,420

32,116
53,558

(14,8 60)

l8 92

(l,84e)

100,654 724,996

20



I(ENYA AIRPORTS AUTHORITY

i']OTES TO THE FINANCIAL STATEi,lENTS

FOR THE YEAR ENDEO 3OTI1 JUNE 2OOE

J

iit 2007108

Kshs.'ooo
1 ,l9B,2l 6

86,621

2006107

Kshs.'ooo
1,392,503

86.627

I I (a) Trade Rcceivablcs and Prellayments

Cross trade iecei'rables

Pr''-rclen.tial Branlc

l.ess: Provisiot.ls for Bad debts

Provision for Prudential Bank

Net l{eceivables
Prepaymettts

Othcr Dcbtors
l(enya Pipeline Co. Ltd.

World Irood Program

Prepaid tax

z\dvances to Stafl
Other Debtors

i3(a) Cash anrl Caslr Equivalents

Cash in hand and at bank

Telra deposits
Call deposits

1,284,843
(410,561)
(86,621)

1,479,131
(469,894)

r 0(b)

.10[c]
86.627)

727,649

97,1'73

922,610
't44,762

83,698

44,96812,769

370,481

26,821

188,910

16,3 I 8

38,01I

1,424 ,402

(b) Iird Debts Provision (Specific) 2007/08

IGhs.'ooo
469,894

673
As at July 1,200'7

Specific provision for the Year
As at June 30, 2008

(c) Pnrtlcntial Ilanlt Provisioq.

As at Juiy 1,2007
,,\s at June 30, 2008

Kshs.E5,627,373 is an investmetrt with Prudential Banl< which is under Receivership'

12. Iler;crvc accottrrt 2007/08

IGhs.'ooo
- 334,096

1,250,366

,h.ailc rcceivables are recognisecl and can'ied at original invoice amoLlnt less specific Pfo.vi;i9n lor uncollectable

debts. l.lre specific pr*iri-oi, ir based on review o"n u.ur" by case basis of all doubtful debts'Bad debts are

rvriiten ol'l' as inctrrred.

200610't

iGhs.'ooo
86,627

2006t0x
Kshs.'ooo

418,2'78
I 85

2005/06
I(shs.'ooo

86,62'7

86,621 86,62',7

2006107

Kshs,tooo
347,802

"l.his is cash held in Banlc of Africa (formerly credit Agricole Indosuez) under special securiry arrangement

with l(BC Banl<, Belgium in respect of the long term loan for Jomo I(enyafta Intemational Airport rehabilitation

project caried olt in 1998-2000 period.The funds are not available for day to day operations of the Authority'

2007/08

Kshs.'ooo
418,291

| ,533,447
640.267

2006t07

Kshs.'ooo
346,149

3,225,930
256 .252

2,592,011

ir.rclucleci in the call deposit is arr amount ofll(shs,77,799,101,20 and Kshs.3,331,800 being a revolving fund

facility with I-lousing Finance Limited to facilitate purchase of houses by staff members uncler the Authorify's

car loans advanced

3.828.332

caruncler the A
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,no7/0R

Kshs.'ooo

2006107

Kshs.'ooo
1 54,31413(b) Investment in Government Securities

Treasury bill maturing within ayear 154,314

.ferm deposits have a maturiry running for three to six months from the date of placement' AII

deposits are placed with lolal banks. Fqr the purpose of the cash flow statement' cash

equivalents include short term deposits which are readily convertible into cash and which have

a maturiry running for three to six months'

14 Grants
14(a) Government and Donor Grants

At start of Year

Prior years' adjustment on:

Additional grants-Land (Embakasi Village)

Adjustment for amortisation of Land-(Embakasi Village

Amortisation of totai govt/ donor grants

At end of Year

Balance at 1 JulY 2007

Received during the Year

Utilised during the Year

Interest earned

Fund Balance as at 30.6'2008

Government grant relates to assets transfered from the government to the Authoriry'

These comprise of freehold land, operating lease rentals' pavements and buildings' motor

vehicles, machinery and equipments, furrliture and fittings 'stocks 
and spares' debtors and cash'

The additional grant relates to a portion of rand at Embakasi village incorporated in the books

of accounts after u.ing valued by a registere d valuer MS' Regent Intemational (K) Ltd'

2007/08

Kshs.'ooo

7,23 5,81 3

200610't

Kshs.'ooo

7,396J29

206,260

(18,751)

1 62,598) ( 160,5 l5)(

1,260,123 7 13

2006101

Kshs.'000

19,3 50

310,000

( 1 9,3 80)

2007/08

Kshs.'000

309,970

378,200

(39,890)

14,560

l4(b) AirstriP Fund

662,840 309,970

The Airstrip fund relates to amounts received from the Ministry of rransport on agency basis to

be utilised tn maintenance of public airstrips in the country'
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KENYA AIRPORTS AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 3OTH JUNE 2OO8

16 Long Term Loans

16(a) KBC Bank (Belgium)

Balance b/f-rePaYable in 201 I

Loan RePaYment

Exchange rate fl uctuation

Total loan outstanding

Iess: Amount due in one Year

l6(b) lYorld Bank
Balance b/f
Received during the Year

Balance c/f

17 Payables and Accruals

Trade Payables & accruals

Securiry Deposits

Tax Provision
Restructuring costs paYable

Provision for Staff Bonus

Other Provisions

Proposed dividend

Retainage payable

Other Payables

2001108

Kshs.'ooo
1,345,117
(2ss,s34)

(43:720)

2006101

Kshs.'ooo
r,791,539
(216,644)

16957',77)

1,045,864 I ,345,1 l7

(26 1,465)

784,399

The I(BC Bank loan was borrowed from KBC Bank- Belgium in 1999' The ptrrpose of this loan

was to fund rehabilitation of Jomo Kenyatta Internationa lAirport' The loan is repayable

semi-annually until 30 November 201 l'

The exchange movement relates to the effect of translation of the outstanding balance

to Kenya shillings equivalent at the exchange rate ruling at the balance sheet date'

(2

1,076,095

2001108

Kshs.'ooo
11 t )l'7

198,545

2006101

Kshs.'ooo
I 13,133

1 1 1,084

422,161

The Authority received financial support'from the world Bank through credit No' 3930-KE

dated 25th June 2004 to tund various projects under the Northern corridor Transport

Improvement Project. The additional lending of Kshs. 198,544,701 relates to amounts

for the supply of fire vehicles paid directly to the supplier by world Bank, under the above

referred to credit no.3930-KE'

224,217

2001108

Kshs.'ooo

740,226

40, I 90

2006t07
Kshs.'ooo

10,640

144,2\9
153,659

130,000

39',1,391
)) 11q

3 1 1,383

35,221

74,980
10,640

I 30,851

134,794
130,000

142,236
17,568

1.638,702 981,611

24



KENYA AIRPORTS AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS

TON THE YEAR ENDED 3OTH JUNE 2OO8

18 Cash generated from oPerations

Operating Profit

Ajustments:
Net Depreciation charge

Decrease Inventories

Decrease in trade and other receivables

Increase in trade payables and accruals

Cash generated from oPerations

Interest Paid

Income taxes Paid

Net cash from operating activities

19 Commitments

(a) Contracted but not provided for in the financial

statements

(b) Commitments approved and authorised but not

contracteC for at the close of the year'

20 Contingency
TotalexposuletoKAAfollowinglegalsuitsfiledbythirdpartiesisremotelyestimatedat
Kshs. 100,000,000

21 Comparatives
where necessary, comparative figures have been adjusted to take into account' the

effect of Prior Year adjustment'

22 CurrencY
The financial statements are presented in'Kenya Shillings thousands

23 Staff levels

The number of persons employed uy ttre Authority at the year end was 1 ,443 (2006107 l ,453)

2C07l08

Kshs.'ooo

1,869,184

7006107

Kshs.'ooo

2,441,423

614,920 564,339

2,484,104
24,341

(95,202)

619,57 |

3,005,762
3,740

(266,562)
(2s0, 913)

3,062,81.1
(91,621)

2,,491,967

(107,555)

(1, 123,114) 1,029,5 s9)(

1,848,014 1 54,854

2007108

Kshs.'ooo

2006107

Kshs.'ooo

16,1 l447 28s

983 114

1,030 401

??1 r5?

239 369
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