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Vision Statement:

Globally competitive airport fhcilities and

servlces

Mission Statement:

To provide efficient and effective airport

facilities and services in a sustainable

environment
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Team spirit
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Profbssionalism

Good governance
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Innovation

Quality Status:

KAA is certified in ISO 9001:2008 Quality

Management System.
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Significant Statistics of the Year

''.i$u&Mm*r

Total Asset Base

I(shs. 69.25 Billion
Total Revenue

Kshs. 12.83 Billion

Profit before Tax
Kshs. 2.59 Billion

Capital Expenditure
Kshs. 8.56 Billion

Cargo Movement
Kgs 254 MillionNurnber of Passengers

9.46 Million

Number of Aircrafts Movement
283 Thousand

2



a

S

KENYA AIRPORTS AUTHORITY
REPORTS AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED 3OTH JUNE 2016

PAGE

s of the Year

Entity

B of

2

4-10

i 1-15

16-19

20-21

22-24

25-28

29-30

3t-32

JJ

i)

'sS

of the Executive Offrcer

C Go Statement

So Responsibility Statement

of the D

S of ' Responsibilities

of the General

F ncial

ve Income

Position

of s in Equity

tatement of Flows

ummary of gnificant Accounting Policies

lanatory s to the Financial Statement

tional

of

of

S 34

35

36

37

38-52

53-69

70-88



KENYA AIRPORTS AUTHOzuTY
ANNUAL REPORTS AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED 3OTH JLINE 2016

KEY ENTITY INFORMATION

Background Information
Kenya Airports Authority is a body corporate in Kenya fonned undel the Kenya Airports
Authority Act Cap 395, and is domiciled in Kenya.

Principal Activities
The principal activities of Kenya Airports Authority are:

o To construct, operate and maintain aerodromes and other related facilities;
o To construct or maintain aerodromes on an agency basis on the request of any

Government department:
o To provide such other amenities or facilities for passengers and other persons making

use of the services or the facilities provided by the Authority
o Construct any other necessaly or desirable works required for the purposes of the

Authority;
o Control the construction and use of prescribed aerodlomes;
. CanJ on any business that may be necessary or desirable for the purposes of the

Authority and act as an agent for the Goverrunent in the provision of any agreed
functions;

o Acquire, constrllct. manufacture, maintain or repair any works, plants or apparatus
necessary or desirable for the purposes of the Authority;

o Determine, irnpose and levy rates, charges, dues or fees for any services perforrned by
the Authority, or for use by any person of the facilities provided by the Authority, or
for the grant to any person of a licence, permit or certificate.

Risk Management Framework and Policy Statement

KAA has adopted an Enterprise Risk Management (ERM) framework which forms an
integral part of the reporting, controlling and planning procedures. The ERM framework
suppofts value cleation by enabling managelnent to deal effectively with potential future
events that create unceftainty and allows responses that reduce likelihood of downside
outcomes.

The purpose of the risk rnanagement policy is to ensure that the KAA pursues a structured
approach to management of risk. The Authority applies a consistent fi'amework for the
management of risk. This incorporates the application of risk management strategies,
processes and infrastructure to suppoft the Vision for risk management.

The strategic imperative of the risk management framework is to develop risk management as
a core capability and assist the board and rnanagement determine the appetite for risk (choice
of strategies and actions) and tolerance to risk (economic and operating sensitivities) and to
cornmunicate these throughout KAA.

D
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KEY ENTITY INFORMATION (Continued)

Key Risks

Airport safe,ty and security risks
Increased competition from regional airports
Project impiementation delays
Reputationdl risks
Reliability bf power, communication and related backup systems
Operational and cyber security risks
Protracted litigation
Land grabbing and encroachment

I
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KENYA AIRPORTS AUTHORITY
ANNUAL REPORTS AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED 3OTH JUNE 2016
KEY ENTITY INFORMATION (Continued)

Directors

The Directors who served the entity during the year were as follows:

l. Gen.(Rtd.) Dr. Julius W. Karangi Chairman -Appointed on24 10612016

2. Mr. Jonny Andersen

3. Capt. Bootsy Mutiso

4. Ms. Susan Kiama

6. Mr. Mbatia Kimani

7. Mr. William Ole Mayiani

8. Ms. Jeridah Bosibori Mbaka

9. Prof. Arch. Paul Mwangi Maringa
Principal Secretary
Ministry of Transport & Infrastructure

10. Dr. Kamau Thugge, EBS
Principal Secretary
National Treasury

I l. Dr. Eng. Karanja Kibicho
Principal Secretary
Ministry of Interior & Coordination of
National Covernment

12. Ms. Eunice Kigen
NationalTreasury

Managing Director

Director

Director

Director

Director

Director

Director

Director

Director

Alternate Director

-Appointed on 2l I 1 I l20l 6

-Appointed on 2l l04l20l 5

-Appointed on I l/1012015

-Appointed on 3 I I 05 l20l 6

-Appointed on 3 | 105 1201 6

-Appointed on 31 105 12016

13. Mr. Amos Gathecha Alternate Director
Ministry of Interior & Coordination of
National Government

14. Mr. Samuel Karanja Alternate Director
Ministry of Transport and Infrastructure

Corporation Secretary

CS Katherine N. Kisila
Airport North Road
P. O. Box 19001-00501
NAIROBI

6
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ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3OT}I JUNE 2016

KEY ENTITY INFORMATION (Continued)

Reglstered Office/Corporate Headquarters

Kenya Airports Authority- Headquarters
Airport North Roafl
P. O. Box 19001-00501
NAIROBI
Tel: +254-020-68221 I I /661 I 000/66 I 2000
Mobile: +254 722 205 06ll2l3l415161718
Email: talk2us@kda.go.ke, info@kaa.go.ke
www.kaa.go.ke

BRAI\CH NETWORK

Jomo Kenyatta International Airport
P. O. Box 19087-00501
NAIROBI
Tel: +254-020-68221 I I / 661 I 000/66 I 2000
Mobile: +254 722 205 061 l2/3 I 415 l617 18

Moi International Airport
P. O. Box 93904-801 l5
MOMBASA
Tel: +254-041-3433211
Mobile: +254 72631 85 I 5/6/7, 727 41779 I

Eldoret Internatiohal Airport
P. O. Box 2323
ELDORET
Tel: +25 4-053-2061299 I 2063377 I 2063844
Mobile: +254 7 12-452170, 7 12-452172, 7 12-452174

Kisumu Internatidnal Airport
P. O. Box 13

KISUMU
T el: +25 4- (057)253 I I 86 12524399
Mobile: +254 728 765349/728 76536011

Wilson Airport
P. O. Box 19005

NAIROBI
T el: +25 4 -020 -5 0 I 9 4 1 /2 / 3

Mobile: +254 724256837. 724255343

Lokichoggio Airport
P. O. Box 88
LOKICHOGIO

7
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KENYA AIRPORTS AUTHORITY
ANNUAL REPORTS AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED 3OTH JUNE,2016
T el : +25 4 -0 5 4 -32266 I 324 4 |

KEY ENTITY INFORMATION (Continued)

Malindi Airport
P. O. Box 67
MALINDI
Tel: * 254-042-2131201121 3193 I

Mobile: +254 7 10230386, 7 10261550, 738231201

Kitale Airstrip
P. O. Box l718
KITALE
Tel: +254-054- 31017

Wajir Airport
P. O. Box 512
WAJIR
Tel : + 254-046-421 019 I 421362

Ukunda Airstrip
P. O. Box 139

KWALE
Tef : + 254-040-3202|2613203246

Manda Airstrip
P. O. Box 167

LAMU
Tel: +254-042-633018

Lodwar Airstrip
LODWAR

Eldoret Airstrip
ELDORET

Isiolo Airport
P.O. Box 817 - 60300
ISIOLO

Nanyuki Airstrip
P. O. Box 1436- 10400

NANYUKI

Kabunde Airstrip
P. O Box 887
HOMABAY

I
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KENYA AIRPORTS AUTHORITY
ANNUAL REPORTS AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED 3OTH JUNE,2016
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KEY ENTITY INFORMATION (Continued)

Principal Bankers

Barclays Bank of Kgnya limited
Enterprise Road Branch
P. O. Box 18060-Nairobi
NAIROBI
Tel: +254 -020-530700- I

Citibank N.A
Upper Hill Branch
P.O Box 30711-00100
NATROBI
Tel: +254 420-2754800

Family Bank Limited
Family Bank Towers-Corporate Branch
P.O. Box 74145-00200
NAIROBI
Tel: +254 420-31 8173

Kenya Commercial Bank
Moi Avenue Branch
P.O. Box 48400-00100
NAIROBI
Tel: +254-020-327000

National Bank of Kenya Limited
Jomo Kenyatta International Branch
P. O. Box 19230-00501-GPO Nairobi, Kenya
Tel : +254-0 20 -827 286, 07 I 0 -223 623

Standard Chartered Bank of Kenya limited
Kenyatta Avenue Branch
P.O. Box 30001-00100
NAIROBI.
Tel: +254-020-329400

Equity Bank Limited
Equity Centre,
P.O Box 75104-00200
Nairobi, Kenya
Tel: +254-020-226200

NIC Bank Limited
NIC House, Masaba Road
P.O Box 44599-00100
Nairobi, Kenya
Tel: +254-020-2888217
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KENYA AIRPORTS AUTHORITY
ANNUAL REPORTS AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED 3OTH JUNE 2016
KEY ENTITY INFORMATION (Continued)

Independent Auditor
Auditor General
Kenya National Audit Office
Anniversary Towers
P. O. Box 30084-00100
NAIROBI
Tel: +254-20-335777
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KENYA AIRPORTS AUTHORITY
ANNUAL REPORTS AND FINANCIAL STATEMENTS

FoR THE YEAR ENDED 30" JUNE 2016

THE BOARD OF DIRECTORS

Gen. (Rtd) Dr. Julius W. Karangi, EGH, CBS,
DCO, LOM
Appointed on 24106/2016

Masters of Science (MSc) Degree in Security &
Risk Management - University of Leicester (UK)
Honorary Doctorate on Humane Letters (Honoris
Causa) - Kenyatta University

Retired General of the Kenya Defence Forces
(KDF). Formerly Lieutenant General and Vice
Chief of Defence HQs, the Commander of the

Kenya Air Force, Moi Air Base, and Kenya Air
Force Logisitcs Command, Commandant
Defence Staff College, Incharge of training,
doctrine and procurement for KDF. He has

received National Honors of Elder of the Order
of the Golden Heart of Kenya (EGH), Chief of
the Order of the Burning Spear (CBS),
Distinguished Conduct Order (DCO) and

Legion of Merit.

Mr. Jonny Andersen
Managing Director-Appointed on 2l I I I 12016

Master of Science degree in Air Transport
Management - Cranfield University in the
UK
Bachelor of Business Administration in
Logistics - BI Norwegian School of
Management in Norway
Chinese Business, Trade and Commerce
course -Fundan University in China
Diploma in Aviation Law - CAE Inc in The
Netherlands

Formerly Director of National Airports at

Avinor AS, a state-owned firm that manages

airports in Norway, with responsibility for
seven state-owned airport hubs.I
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KENYA AIRPORTS AUTHORITY
ANNUAL REPORTS AND FINANCIAL STATEMENTS

FoR THE YEAR ENDED 3o'" JUNE 2ot6

THE BOARD OF DIRECTORS (Continued)

;F'

Ms. Katherine N. Kisila, NDC (K)
Corporation Secretary

Master of Arts , International Studies;
Bachelor of Laws (LLB), Bachelor of Arts
(Economics & Sociology),
Certified Public Secretary of Kenya (CPS-K),
Advocate of the High Court,
Commissioner for Oaths Notary Public.

Dr. Eng. Karanja Kibicho
PS State Department of Interior and

Coordination of National Government

Doctorate in Mechanical Engineering -
University of Cape Town, South Africa
Masters of Science (MSc) degree in Mechanical
Engineering
Bachelor of Science (BSc) in Mechanical
Engineering

Prof. Arch. Paul Mwangi Maringa
PS Ministry of Transport & Infrastructure

PhD - Environmental Planning
Masters of Arts in Planning, Urban and Regional
Planning
Bachelor of Architecture Degree

(
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KENYA AIRPORTS AUTHOzuTY
ANNUAL REPORTS AND FINANCIAL STATEMENTS

FoR THE YEAR ENDED 3otn JUNE 2016
THE BOARD OF DIRECTORS (Continued)

o

Dr. Kamau Thugge, EBS
Principal Secretary National Treasury

PhD Economics
Master of Arts ( Economics),
Bachelor of Arts ( Economics),
He has worked with the International Monetary Fund
(rMF).

Capt. Bootsy Mutiso
Director

Diploma in Airport Operations
Level 4 Diploma in Business & Professional

Administration City of Guilds Institute of London

Currently Managing Director, Flex Air Charters

Member of the Institute of Leadership &
Management of England
Currently pursuing a BA (Hons) in Business

Management - University of London (UK)

Mr. Mbatia Kimani
Director

MBA
Bachelor of Commerce
cPA (K)

Currently a Director for Orion Lubricants who are

the distributors in Tanzania for Caltex/Chevron.

He has also previously held diverse Multi-Country
roles up to CFO level for ASSA ABLOY for the
Africa/Middle region based in Johannesburg and as

Head of Finance for Kenya Airways. In addition, he

also worked for Coca-Cola Africa and Best Foods
(Unilever) among others.

I
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KENYA AIRPORTS AUTHOzuTY
ANNUAL REPORTS AND FINANCIAL STATEMENTS

FoR THE YEAR ENDED 30" JUNE 2016

THE BOARD OF DIRECTORS Continued)
Mrs. Jeridah Bosibori Mbaka
Director

Master of Business Administration
Higher Diploma in HR Management
Bachelor of Arts
Member of the Institute of Human Resource Management

She has a wide working knowledge of Human Resource
Management Services, having worked in several

institutions including NSSF, Plan International - Kenya
and Directorate of Personnel Management

Mr. William Ole Mayiani
Director

Bachelor of Arts - Business Economics

Currently a Director at Skyrealtors Limited. He has vast
management experience having worked at Shell Kenya
Ltd, Total Kenya Ltd, Raiser Resource Group, lphone
Global Ltd, Marathon Marketing Ltd and Nairobi City
Council

Mrs. Susan Kiama
Director

Post Graduate Diploma in Personnel Management &
Industrial Relations
Bachelor of Arts( Business Administration & Economics)
Fellow of the Chartered Institute of Personnel &.

Development UK, Fellow of the Institute of Human
Resource Management- Kenya, Member of World at

Work-USA, Member of Society for Human Resource
Management- USA, member of Kenya Institute of
Management

Currently Managing Consultant with Three Green Apples Consulting Ltd. She has a vast working
knowledge of Human Resource Management Services, having worked as Chief Human Resource

Officer at Safaricom Ltd, Head of Human Resource at Citibank NA-Kenya, Principal Consultant
with Deloitte & Touche Consulting-Kenya, and Tetra Pak-UK

I
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KENYA AIRPORTS AUTHORITY
ANNUAL REPORTS AND FINANCIAL STATEMENTS

FoR THE YEAR ENDED 30" JUNE 2016
THE BOARD OF DIRECTORS (Continued)

Mr. Amos Gathecha
Alternate Director, Ministry of Interior and

Coordination of National Government

Masters in International Studies
Graduate: National Defence College (Kenya)
Graduate: University of Nairobi - Political Science
and Philosophy
Paramilitary training, Advanced Public
Administration and Senior Leadership Development
Course from Kenya School of Government
Currently the Secretary, Security Operations, Policy
and Structures

Ms. Eunice Kigen
Alternate Director, National Treasury

Executive MBA
Bachelor of Commerce (Accounting option)
CPA (K). She is currently the Senior Deputy Director
of Budgets at National Treasury.

Mr. Samuel Karanja
Alternate Director, Ministry of Transport and
Infrastructure

MSc.(Social Stat.) (Awaiting degree certificate),
School of Mathematics, University of Nairobi.
Certificate in Aviation and Airport Management,

Swaziland
Certificate in Aviation Security, East Africa School

of Aviation
Certificate in Senior Management, Kenya School of
Govemment
Advanced Certificate in Aviation Statistics
(Distinction), Egyptian Aviation Academy, Cairo,
Egvpt
Certificate in Aviation Statistics, East Africa School
of Aviation
BSc. Statistics, School of Statistics, University of
Nairobi

I

I
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KENYA AIRPORTS AUTHORITY
ANNUAL REPORTS AND FINANCIAL STATEMENTS

FoR THE YEAR ENDED 3ot' JUNE 2ot6
t

SENIOR MANAGEMENT TEAM

Jonny Andersen
Managing Director-Appointed on 12107 l20l 6

Master of Science degree in Air Transport
Management - Cranfield University in the
UK
Bachelor of Business Administration in

Logistics - BI Norwegian School of
Management in Norway
Chinese Business, Trade and Commerce
course -Fundan University in China
Diploma in Aviation Law - CAE Inc in The
Netherlands

Alex Gitari
General Manager, Finance

MBA in Finance,
Bachelor of Commerce, Accounting Option,
Certified Public Accountant of Kenya (CPA-K),
Alumnus of Harvard Business School's Advanced
Management Program
Member of Institute of Certified Public Accountants of
Kenya.

16



KENYA AIRPORTS AUTHOzuTY
ANNUAL REPORTS AND FINANCIAL STATEMENTS

FoR THE YEAR ENDED 30" JUNE 2016
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SENIOR MANAGEMENT TEAM (Continued)

Samson Kimilu
General Manager Risk Management & InternalAudit

MBA in Strategic Management and Finance
Bachelor of Science in Business Administration,
Certified Public Accountant of Kenya (CPA-K),
International Airport Professional (lAP),
Member of Institute of Certified Public Accountants
ofKenya.

Katherine N. Kisila, NDC (K)
Corporation Secretary

Master of Arts , International Studies;
Bachelor of Laws (LLB), Bachelor of Arts
(Economics & Sociology),
Certified Public Secretary of Kenya (CPS-K),
Advocate of the High Court,
Commissioner for Oaths Notary Public.

Kasaine Ole Pertet
General Manager, Inform ation and Comm un ication
Technology

MBA, Finance,
Bachelor's Degree in Mathematics,
Certified Public Accountant of Kenya (CPA-K),
Member of Institute of Certified Public Accountants
of Kenya.

t7



KENYA AIRPORTS AUTHORITY
ANNUAL REPORTS AND FINANCIAL STATEMENTS

FoR THE YEAR ENDED 3ot' JUNE 2ot6
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SENIOR MANAGEMENT TEAM (Continued)

Dr. Elizabeth Kalei
General Manager, Human Resource Development

PHD Human Resource Management
Masters of Arts (Communication Studies)
Bachelor of Arts
Higher Diploma (KNEC) - IHRM (HRM)
Ordinary Diploma - KIM - HRM
Certified Employee Engagement Productivity
(CDI -Africa)

Nelson Njiri
General Manager, Security & Safety Services

Masters of Security Management and Police
Studies - KU
BA - Community Safety and Social Legal
Studies. UNISA

Jimmy Kibati
General Manager, Marketing & Business
Development

Executive Development Program Certification -
Gordon Institute of Business Science, University
of Pretoria
Certification in training low cost airlines
Bachelor of Arts - Kenyatta University

l8



KENYA AIRPORTS AUTHORITY
ANNUAL REPORTS AND FINANCIAL STATEMENTS

FoR THE YEAR ENDED 3ot'JUNE 2016

SENIOR MANAGEMENT TEAM (Continued)

Eng. David Kamau
Ag. General Manager, Projects & Engineering
Services

Bachelor's Degree in Civil Engineering
Postgraduate qualification in Airpoft Engineering
Professional Engineer - Engineers Board of Kenya
Corporate Member - Institution of Engineers of
Kenya

Margaret Muraya
Ag. General Manager, Procurement & Logistics

Bachelor's Degree in Economics and Sociology
Post Graduate Diploma in Supplies Management.

Henry Ogoye
Head of Corporate Planning

MBA in Finance and MA(Economics),
Bachelor of Arts (Maths and Economics),
Diploma Financial Management.

)
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KENYA AIRPORTS AUTHORITY
ANNUAL REPORTS AND FINANCIAL STATEMENTS

FoR THE YEAR ENDED 30" JUNE 2ot6
CHAIRMAN'S STATEMENT

The fiscal year ended June 30,2016 was challenging on account of the effects of negative

travel advisories and general economic downturn on our business on both cargo and

international passenger counters. Negative travel advisories confined the international
passenger counter to sub-optimal performance while the general economic down turn

impacted adversely on the volume of exports of fresh produce and cut flowers to the Euro
Zone.

Despite these challenges, we remain focused on an all-inclusive journey to hub upgrade of
Jomo Kenyatta International Airport - JKIA. This is being pursued alongside a safe, secure

and sound business and physical environment with detailed activities covering capacity
upgrade, service excellence and customer experience articulated in our new Strategic Plan

expected to be ready by the fourth quarter of2016.

Some of the key deliverables with regard to capacity include enhancement of runway

capacities of JKIA through construction of the second runway and, Moi International Airport
by rehabilitating the entire pavement with modern facilities, facilities and infrastructure
uplifts for Kisumu International Airport, Malindi Airport, Wilson Airport, Lokichoggio
Airport, Ukunda Airstrip, Nanyuki Airstrip, Kabunde Airstrip, Voi Airstrip and Suneka

Airstrip.

We routinely gather and analyze customer feedback on our service quality as contained in the

Airports Charter for redress to enable efficient and effective seamless service delivery to our
valued customers.

Airports globally have expanded their scope to being economic cum social centers and hence

our resolve to establish a Sky City together with Special Economic Zone. Some of the

envisaged businesses within the Sky City are hotels, hospitals, convention center, shopping
malls and financial and logistics center. The Special Economic Zone could incorporate
manufacture of aviation consumables and cargo hub. We will commence the process by
evaluating the aforementioned businesses alongside others for viability assessment prior to
embarking on detailed feasibility study of the promising ones. Implementation framework
will involve public private partnerships.

Being supportive Corporate Citizens, we are always alive to health, cultural and educational
needs of our people and hence spent close to Ksh. 3 million in the year under review on

Mombasa Cultural Festival, Beyond Zero - Campaign (First lady), Standard Chartered

Marathon - Seeing is believing, Kenya Paraplegic Organization and Supporting the Girl
Child - Refurbishment of Butere Girls.

Overall our performance within the Government Perforrnance Management System was in
the Good category and are looking forward to better this in the coming year. The Board,

Management and Staff have the right skills, experience, besides stakeholder support to make

this happen. Finally, may I take this opportunity to thank the Government, members of the

I

I
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KENYA AIRPORTS AUTHORITY
REPORTS ANTD FINA}ICIAL STATEMENTS

TIM YEAR ENDED 3OTH JI.]NE 2016

Staff, our stakeholders and bqpiness parbrers for their continued
to move our aviation sector to a higher level.

Board,
support

Gen. . Karangi, EGH, CBS, DCO, LOM

implore on

SST

of the

Dr.
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As operator of airports, our business
performance is influenced by the state of play in th. international and the domestic economy.
The international economy closed the year underperformed reiative to the pr"rior. year with
the Global, Sub-saharan Africa and the East Africa regions registering if l.tyo,3.g% and
3 '40/o respectively due to suppressed commodity pricJs, subdued gtJUa trade and weak
capital flou's. The local economy grew by 5.6% due to stable macro-economic environment.
The performance could have been better in the absence of negative travel ad.visories from
some European source markets which affected passenger inflows.

Orrerational Performanee: Aircraft and passenger movements expanded by g.3% and,6.5%
to 283,311 and 9.46 million respectively. This positive performanc. *u, attributable to Jomo
Kenyatta and Eldoret International Airports, Wilson, W;jir and Malindi Airports and Ukunda
Airstrip. These stations benefited from increased domestic operations oi Jambo Jet and
Fly540 COM. Satellite stations - Lodwar, Kakamega, Eldoret, fital. and Kabunde Airstrips
also boosted domestic sector. On the international counter, existing legacy carriers increased
their frequencies including the Middle and the Far East. New passeng"r ui.iio;.- ;brtj;;
Royal Air Maroc and Lufthansa also carne on board. Cargo throughput iarrowed by 3.g%o to
254.3 million kilograms. Much of this drop was occasioned Uy sutaued exports of fresh
produce and cut flowers to the traditionai markets in Europe.

KEJVYA AIRPORTS AUTHOzuTY
ANNUAL REPORTS AND FiNANCIAL STATEMENTS

FOR TI{E YEAR ENDED 3OTH JLINE 2076
REPORT OF THE CHIEF EXECUTIVE OFFICER

cial P nce: revenue for the year was Ksh. 12.8 billion relative to Ksh. 12.4
billion of 2014115. The conesponding operating expenses are Ksh. 9.7 billion and Ksh. g.0
billion respectively. The pre-tax profits for the year amounted to Ksh. 2.59 billion compared
to Ksh. 4.66 billion in the previous year. The variance is attributable to adjustments in the
actuarial deficit in the pensions fund and increase in financiai costs and exchange losses

Assets and Liabilities: Our assets base increased by 14%o and closed the year at Ksh. 69.2
billion, attributable to investments in pavements, terminal buildings and security and safety
facilities and infrastructure. Liabilities also increased by BYo to fsns.zO.O biliion mainly from
disbursement of funding facilities acquired, both from development partners and the
exchequer to make these investments.

Facilities and Infrastructure Improvements: Our network faciiities were given capacity
facelifts as described below to improve service delivery to our customers:

JKIA- Facilities
T1A Arrivals: This facility with a modern baggage handling system and ancillary facilities
and a pedestrian bridge linking the parking garage was completed in the year for operations
and assigned to Kenya Airways and its Sky Team members.

TIE -Arrivals and Lounges: This is also an arrivals facility completed in the year and being
used by the non-Sky Team airlines including British Airways, Emirates and Ethiopian
Airline. This facility has now freed the parking garage fonnerly used as a makeshift arrivals
to be restored to the intended use.

(

(
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KENYA AIRPORTS AUTHORITY
ANNUAL REPORTS AND FINANCIAL STATEMENTS

FoR THE YEAR ENDED 3o'n JUNE 2ot6
REPORT OF THE CHIEF EXECUTM OFFICER (Continued)

Runway Upgrade: Aircraft Pavements, Upgrading of Instrument Landing System and
Runway Capacity: Rehabilitation of the runway and cargo apron was completed in the year
while the other phases of the works would be implemented as per the program.

Primary Screening Yard: Civil and building works and installation of X-ray equipment
were completed and the facility commenced operations.
2nd runway: The facility meant to enhanced runway capacity of JKIA for hub operations was
undergoing detailed design in the year.

MlA-Pavements: reconstruction of pavements was at the tender documentation stage.

KIA: Runway: strengthening of the runway to improve capacity of the airport to handle code
D aircrafts i.e.8767 Class was at 70%o completion at the close of the year.

Malindi Pavement: rehabilitation works to enhance the serviceability of the facility were in
progress at about 42%o. The facility is earmarked for extension of the runway to handle B737 .

Wilson Pavement: work was also in progress to improve pavement capability of the facility
with a completion rate of about 10o .

Isiolo Airport: the facility is being developed to support aviation needs in Northern part of
the Country including the envisaged Resort City as envisaged in Kenya Vision 2030. Works
covering construction of the terminal building and car park progressed to about 90o/o and 77o/o

respectively.

Public Airstrips: works covering construction of terminal facilities, fencing, pavement, car-
park and access roads were implemented at Homa Bay, Nanyuki, Voi-lkanga and Suneka
within the framework of our Agency responsibility.

Automation: automation of our business processes continued in the year with the installation
of Information Technology System to support operations at the JKIA Terminals lA, D and E.

Also accomplished was enhancement of the internet bandwidth and Wide Area Network
capability.

Safetv and Securitv: on security, we participated in the International Civil Aviation
Organization (ICAO) Continuous Monitoring Audit (CMA) for Kenya with a score of
87.97%. Transport Security and Administration (TSA) of USA Audit was conducted to
assess the outstanding issues with respect to the envisaged direct operation between Nairobi
and the USA, which confirmed that all non-conformities had been successfully closed. We
also conducted and completed a security audit with a view to identifoing areas of attention for
the good of the business. An Integrated Security Management System (ISMS) was
implemented in Terminals lA, D and E.

On safety, implementation of the Safety Management System was made covering terminals,

I
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airside and landside facilities and buildings across the network. Also done was the gr.adualenhancement of frre covers as per the requirements of each facility and hence JKIA receivedthree new fire tenders

ISo 9001-2008: recertification of our euality Management systern (eMS) onISo9001:2008, covering 15 sites, was accomplished in the year and preparatory activitiesinitiated toward transition to ISO900l :ZOl5.

our Human Canital: over 1000 staff were re-skilled in mission critical areas of safety,Security, Leadership, project management, public procurement and national values. We alsoaddressed the wellness requirementi of ourigfrtn ougr, u**.n.r. in the aleas of Life StyleDiseases' HIV/AIDS, Alcohol and Drug and Substance-Abuse. our staff were also part of theassessment on the ambience of the wotk environment and satisfaction level and competencystatus' we will be implementing the useful feedbacks to improve their welfare.

Gender and Disability Mainstlearning issues continued to be given appropriate attention inline with provisions of the constitutiin of Kenya 2010. In this respect, staff were sensitizedon gender mainstreaming on equality and empowement issues, sexual and gender basedviolence' Gender Focal Poinis were trainid by the National Gender and Equalitycommission on Gender Mainstreaming. 
.Sex disaigregated data collected in the periodindicated some gaps *.h,:h will be progressivery addri-ssi. Disability Focal points were also

;lffi:$!l-the 
National council of Persons with Disabilities on the rlquisite legal and poticy

corruption Eradication: initiatives in establishing integrity at the work place progressed inthe year with irnplementation of structures for manaling Jonflict of interest at the work place.A total of 304 staff and stakeholders were sensitized on conuption prevention. we alsodeveloped and implemented internal mechanism_to encourage and protect whistle blowing oncomrption and unethical conduct. Vetting of staff that ro*-.rr..d with Senior Managementtrickled down to the lower cadres of staff where 123 purticlfuteo.

Closi4s.Reqarks: in conclusion, I wish to thank the Board of Directors for the support
accorded to the Management and staff in the year. May I also acknowledge the Management
and Staff for their dedication to duty and the business community a,d stakeholders for theirunwavering support to the KAA course.

i

AGING DIRECTOR/ CHIEF EXECUTIVE OFFICER

J
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CORPORATE GOVERNANCE STATEMENT

The Kenya Airports Authority Board of Directors provides policy guidance on the overall
well-being of the organization in meeting its legal mandate. To this end, the Board of
Directors oversees the Authority's activities with respect to strategic direction, infrastructure
development, operational efficiency and adherence to sound govemance principles.

Board Membership

The Board is made up of nine members. Six of these members are independent directors,
among them the Chair who is appointed by the President. The independent Directors are
appointed by the Minister of Transport and Infrastructure. The appointment is guided by
reference to expertise in civil aviation, aerodromes management, operation, commerce,
industry, finance or administration generally. The independent directors are appointed for a
renewable period of three years or for a shorter period as may be specified in the notice. The
appointments are made at different times to vary the expiry dates. Discharge is provided for
under Section 6(2) of the State Corporations Act (Cap 446).

The remaining Board members include Permanent Secretaries in the Department of Transport
and National Treasury, alongside the Managing Director. Substantive members from the
Government as above have alternates who attend Board meetings on their behalf whenever
they are unable to attend. These alternates are deemed, for all purposes and intent, to be
Board members. The Corporation Secretary provides secretarial services to the Board. Other
than the Managing Director, the other Board members are non-executive.

Role of the Chairman and Other Directors

The Chairman provides overall leadership to the Board in areas of policy development and
direction, maintains a harmonious working relationship with both Management and the
Board, harnesses the collective skills of the Board and its Committees and those of the
executive team for attainment of the corporate objectives and performance targets agreed with
the Government, prompts the appointing authority to appoint Board Members in the event of
a vacancy on the Board and encourages Directors to participate fully in the deliberations of
the Board and its Committees.

Other responsibilities of the Chairman include ensuring that strategies are in place for
constant monitoring and evaluation of the effectiveness of the Board, individual Directors,
Senior Management and the entire Corporation, participation in setting of agenda for Board
meetings, chairing and conducting Board meetings effectively, signing the confirmed Minutes
of Board meetings, monitoring implementation of Board decisions, ensuring that new Board
Members are properly inducted and that there are adequate training programs for Board
Members to keep them abreast of developments in corporate governance, and signing the
Performance Contract between the Government and the Authority. The Managing Director is
responsible for the day-to-day operations of the Authority. Individual Directors are expected
to serve the Board diligently while being faithful to performance, rule of law and to the
principle of separation of powers, political neutrality, gender balance, integrity and
confidentiality.
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Role of the Corporation Secretary

The Corporation Secretary arranges Board meetings and attendances, prepares agendas for
meetings set by the Chairman in consultation with the Managing Director and the attendant

minutes, keeps Common Seal of the Board and communicates Board decisions to
Management.

Board Committees, Meetings, Procedures and Emoluments

The Board holds four statutory meetings in each financial year. Meetings are held at the
registered office of the Authority. A quorum for meetings requires two-thirds of the total
number of Members. Members may appoint one of their own to preside over the meeting in

the absence of the Chairman. Decisions are made unanimously or by majority votes of the

Members present. The Chairman has a casting vote in the event of a tie of votes. The Board
has four standing committees dealing with respective delegated mandates prior to submitting
to the Board for consideration and approval.

The following committees supplement the functions of Board of Directors:

Finance and Strategy Committee

The committee members are as follows:
Mr. Kimani Mbatia -Chair
Mr. Samuel Karanja
Ms. Eunice Kigen
Mr. William Ole Mayiani
Managing Director

The responsibilities of the Finance Committee are to:
a) Review and advise on proposals for raising of long-term capital to achieve and

fund the strategic objectives of the Authority
b) Review the financial Performance of the Authority and make appropriate

recommendations to the Board.
c) Adopt and periodically review the charges and rates levied, philosophy, strategy

and principles that support the Authority's strategy.

d) Oversee the preparation of the Financial Statements of the Authority and

recommend to the board its adoption.
e) Make recommendations to the Board on investments to be made by the Authority.
f) Monitor the Expenditures of the Authority.
g) Oversee the formulation, review and implementation of the Authority's Strategic

Plans, Business Plans and Annual Budgets; and

h) Oversee the Business Development of the Authority.

Human Resources Committee

The committee members are as follows:
Ms. Susan Kiama - Chair
Mr. Samuel Karanja
Mr. Amos Gathecha
Capt. Bootsy Mutiso
Ms. Jeridah Mbaka
Managing Director
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The Staff Comm ittee's respons i bi I ities i nclude :

a) Reviewing the Human Resource policies and practices of the Authority.

b) Reviewing remuneration of staff by making recommendations to the Board regarding
remuneration of Staff, incentive compensation and bonuses.

c) Adopting and periodically reviewing the remuneration philosophy, strategy and
principles that support the Authority's strategy; and

d) Making recommendations to the Board in regard to the contributions to the
Authority's Pension Scheme and matters related thereto.

Technical & Securitv Committee

The committee members are as follows:
Mr. Amos Gathecha - Chair
Capt. Bootsy Mutiso
Ms. Eunice Kigen
Mr. Samuel Karanja
Ms. Susan Kiama
Managing Director

The technical & security Committee's responsibilities include overseeing:
a) Major expansion projects of the Authority.
b) The operations and engineering aspects of the Authority.
c) Aviation security service provision.
d) Airports & airstrips management, operation and control.
e) Monitoring adequacy of the Authority's facilities, equipment and operations and their

maintenance.
fl) Generally, to be in charge of addressing and updating airport/airstrip security issues;

g) To provide security oversight on behalf of the Board; and

h) To ensure implementation of security related actions.

Audit Committee

The committee members are as follows:

Mr. William Ole Mayiani - Chair
Mr. Kimani Mbatia
Mr. Amos Gathecha
Ms. Eunice Kigen
Mrs. Jeridah Mbaka

The Committee assists the Board in fulfilling its oversight responsibilities in respect of:-

a) Evaluating the integrity of the Authority's financial reporting process and financial
statements.

b) Reviewing and making recommendations to the Board of Directors in respect to
Corporate Governance Policies and Practices of the Authority
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c) Developing and recommending to the Board Corporate Governance Principles
applicable to the Authority.

d) Compliance with legal and regulatory requirements applicable to the operations of the

Authority.

e) Assisting the Board in enhancing internal controls in order to improve efficiency,
transparency and accountabi I ity.

0 Reviewing audit issues raised by both internal and external auditors.

g) Resolving Public Accounts and Public Investment Committees recommendations.

h) Reviewing the systems established to ensure sound Public Financial Management and

Internal Controls as well as compliance with policies, laws, regulations, procedures,

plans and ethics.

i) Initiating special audit/investigations on any allegations concerns and complaints
regarding corruption, lack ofaccountability and transparency and

j) Evaluating adequacy of the Authority's procedures with regard to issues relating to
risk management, control and governance.

Kenya Airports Authority operates within social, economic and environmental dynamics that
greatly influences management's decisions and actions on a day to day operation. Corporate

Social Responsibility activities are one of the functions that KAA has leveraged on, to meet

local and international best practices for airports, by maintaining a symbiotic relationship
with the communities around the airport.
Through our Corporate Social Responsibility strategy the Authority continues to show

commitment to behaving ethically in all our business transactions, and contributing to the

economic development, while improving the quality of life of its workforce and their families
as well as the community and society at large. Kenya Airports Authority has integrated social,

environment and economic concerns into their values, culture, decision making, strategies

and operations in a transparent and accountable manner and thereby establishing better
practices within the organization for wealth creation and community empowerment.
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CORPORATE SOCIAL RESPONSIBILITY STATEMENT

KAA participants in the Standord Chartered Marathon

Kenya Airports Autfority in its Corporate Social Responsibility Policy document has focused
on the following areas:

. Education

Environment and sustainability

Health & Wellness

Staffengagernent in CSR programs

It is these key areas that have formed the decision making into our areas of engagement with
regard to Corporate Social Responsibility. The CSR programs are part of the KAA business
and are budgeted for f ike all other corporate activities. Kenya Airports Authority has also
been involved in ad hoc social projects whereby it donates funds for project which are
mostly implemented by other institutions. This assignment provides a transparent and
accountable strategy framework for incorporating socially responsible investments,
stakeholder involvement, environmental considerations and workforce involvement. Below
are some of the organizations that Kenya Airports Authority has partnered with, and activities
it has engaged in, in the year under review.

a

a

500,000.00
300,000.00
100,000.00

1,000,000.00

1,000,000.00

Sponsorship Of Mombasa Cultural festival
Stqndard Chartered Marathon - Seeing is believing
Kenya Paraplegic organization
Beyond Zero - Campaign ( First lady)
Supporting the Girl Child - Refurbishment of Butere Girls
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Implementation of these programs and activities will involve pro-active internal and external

communication thus raising the profile of the organization and also creating positive image of
ation in the society and the world over

z--.-\t

t

-t

.t-

Participating in the Beyond Zero Campaign - First ladies Marathon.

Cheque presentation to Butere Girls
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REPORT OF DIRECTORS

qubmit their report together with audited financial statements for the year ended

which disclose the state of affairs of the corporation.
The Directors
30 June 2016,

Principal Activities
The principalaptivities of Kenya Airports Authority are:

o To construct, operate and maintain aerodromes and other related facilities;
o To construct or maintain aerodromes on an agency basis on the request of any

Government department:
o To provide such other amenities or facilities for passengers and other persons making

use of the services or the facilities provided by the Authority
o Construct any other necessary or desirable works required for the purposes of the

Authority;
o Control the construction and use of prescribed aerodromes;
. Cany oi, any business that may be necessary or desirable for the purposes of the

Authority and act as an agent for the Government in the provision of any agreed

functions;
o Acquire, construct, manufacture, maintain or repair any works, plants or apparatus

necessafy or desirable for the purposes of the Authority;
o Determine, impose and levy rates, charges, dues or fees for any services performed by

the Authority, or for use by any person of the facilities provided by the Authority, or
for the grant to any person of a licence, permit or certificate.

Results
The net profit forthe year of Kshs 2.36 Billion (2015: Kshs 4.42 Billion) has been added to
retained earnings.

DIRECTORS
The Directors
pagesllto15.

lf,o n"ta office during the year and to the date of this report are set out on
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APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved by the Board of Directors on

...2016 and signed on its behalf by:

Chairman

By order of the Board

ll,Y.rtar*q

CS Katherine N. Kisila
Corporation Secretary
NAIROBI

Date.......":L r{tg"t &r)... ..2016

(

I

(
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STATEMENT OF DIRECTORS' RESPONSIBILITIES

lll

Designing, implementing and maintaining intemal controls relevant to the preparation
and fair presentation of the financial statements:
Selecting and applying appropriate accounting policies and
Making accounting estimates and judgments that are reasonable in the prevailing
circumstances.

In accordance to the Kenya State Corpomtions Act Cap 446, the Directors are required to
prepare Financial Statements for each financial year which gives a true and fair view of the
state of affairs of the Authority as at the end of the financiaiyear and of its operating r.esults
for that year. It also requires the Directors to ensure the Authority keeps prop", accounting
records, which disclose with reasonable accumcy, the financial position 

-of 
ine Authority.

They are also responsible for safeguarding the assets of the Aurhority.

The Directors accept responsibility for the preparation and fair presentation of financial
statements that are free from material misstatement whether due to fraud or error. They accept
responsibility for:

The Directors are of the opinion that the financial statements give a true and fair view of the
state of the financial affairs of the Authority as at 30th June 2016 and its profit/loss and cash
flows for the year then ended in accordance with lnternational Financial d.eporting Standards
and in the manner required by the State Corporations Act Cap 446.

The Directors further accept responsibility for the maintenance of accounting records, which
may be relied upon in the prcparation of Financial Statements, as well as adequate systems of
internal fi nancial control.

Nothing has come to the attention of the Directors to indicate that the Authority will not remain
a going concem for at least twelve months from the date of this sratement.

Approval of the financial statements

The Kenya Airports Authority financial statements were approved by the Boad on

t\?q
,.....t 5.ep[*rrb* {,............2016 and signed on its behalf by:

l/.14y.

)

\

Chairman

JJ

Chief Executive Officer
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Wcbsitc: wwu'.kcnao.go-ke

P.O. Box 300t4-00100

NAIROBI

REPORT ON THE FINANCIAL STATEMENTS

lhaveauditedtheaccompanyingfinancialstatementsoflcnyaAirportsAuthority
set out on pages 34 6 69, wtr-ich-comfrise tlre statement of financial position as at

30 June 2016, 
"ni'tn" 

stitem"nt ot-if,anciar performance, statement of changes in

net assets, statement-of cash flows inO staiement of comparison of budget and

actual amount for the year then erded, and a summary of significant accounting

policies and other'"ipf"n"tory-.informaiion in accordance with the provisions of

Article 229 olthe Constitution of f"nya anO SeAion.SS of the Public Audit Act' 2015'

I have obtained 
"rr 

ih" inrormatiori ano-"rpr"nations which, to the best of my

knowledgeandbelief,werenecessaryforthepurposeoftheaudit.

Management,s Responsibility for the Financiat Statements

Management is responsible 
. 
for the preparation and fair presentation of these

financiat statements in accordan." *i*iin[ernationar Financial Reporting standards

and for such internal controt as manag;;iOetermines is necessary to enable the

preparation of finanii"itiii"rents thi-t are free from material misstatement' whether

due to fraud or error.

Themanagementisalsoresponsibleforthesubmissionofthefinancialstatements
to the Auditor-Gen"of in accorOance *iin tntprovisions of Section 47 ot the Public

OFFICE OF TH[' AT]DITOR.GENERAL

REPORT OF THE AUD ITORGENERAL ON KENYA AIRPORTS AUTHORITY

FOR THE YEAR ENDED 30 JUNE 2016

AuditAct,2015.

Auditor-General's Responsibility

rnisstiatement.

Report of the Auditor-General on the Financial Statements of Kerya Airports Authority for the year ended

Myresponsibilityistoexpressanopiniononthetinancialstatementsbasedonthe
audit and report in 

"."oriance 
with'tii" prori"ions'.of sec'tion 48 of the Public Audit

Act, 2015 and suUmit the audit *ir"tii" compliance with Article 229(7) of the

constitution. Thg ;ilii;r. conductbd in accordance with rnternationar standards

for Supreme Ruoit tnititrtionr. Those standards require compliance with ethical

requirements anO'inJine auOit Ue pfann"O 
"14 

performed to obtain reasonable

assuran@ about'*ii"in", the nnlnciaf statements are free from material

Anauditinvolvesperformingprocedurestoobtainauditevidenceabouttheamounts
and disclosures in the-finaniiA state;;;tr 

-fn" 
procedures selected depend on the

auditor,s judgemeni,ln.frOing tfre assessm"nt oi the risks of material misstatement

of the financial statements, whetheiOrd to fraud or error' ln making those risk

assessments, tne 
- 
auJG' considers internar contror rerevant to the entity's

)

i0 June 2016

b.-.-.-.,ti-n -l,..arat, thilitu ln lhc Puhllc Scclor'



preparation and fair presentation of the financial statements in order to design audit
procedures that {e appropriate in the circumstances, but not for the purlose of
expressing an opinion on the effectiveness of the Authority's intemat control. An
audit also includes ev_aluating the appropriateness of accounting policies used and
the reasonableness,of accounting estimates made by the manJgement, as wel as
evaluating the overall presentation of the financiat statements.

I believe the audit evidence obtained is sufficient and appropriate to provide a basis
for my qualified audit opinion.

Basis for Qualified Opinlon

1.0 Non-Current Assets

1.1 Operatlng Lease

As. similarly reported in the previous year, the non-current assets batance of
Kshs.52,539,103,000 as at 30 June 2016 includes an amount of
Kshs.5,590,497,000 described as operating lease. The operating tease amount
however, excludes plot LR 9042668 mealuring 3.29 acres in E-mbakasi villagJ
which had not been valued for inclusion in the financial statements as at S0 June
2016, as its ownership is apparently in dispute. A further examination of the tease
balance revealed the following other unsatisfactory observations.

(i) An unregistered parcel of land under Ref.KAA-D1-DA measuring 0.867 acres
and valued at Kshs.4,335,000 was, as similarly in the previous ylar, exctuded
from the operating lease balance of Kshs.S,SgO,4gZ,OOO.

(ii) An undetermined value of land at Lokichoggio Airport was also excluded from
the balance.

(iii) ]he tr_gure of Kshs.5,590,497,000 includes two parcels of land under plots
Nos.LR.13512 and 14231 at Jomo Kenyatta lnternational Airport both of wfricfr
have been allocated to third parties.

(iv) Wilson Airport Land LR 2091144443 of undetermined size and value was
ggistered in favour g[!ne {ylnority on 29 Juty.zoo3. However, two plaintiffs
filed a civil case No. 437 of 200s in the High c6urt of Kenya seeking temporary
injunction restraining .the Authority or their agents t'iom Oemlotisning or
otherwise interfering with the plaintiffs ownership or possession or right of use
of the parcel of land until hearing and determinati6n of the suit. -Evidence

available indicates that on 25 October 2006, the court declined to issue the
injunction orders sought. However, atthough the Authority has explained that a
lefter was written to the National Land Commission on 4th March ZO14
requ_esting the Commission to intervene and revoke inegularly issued tifle, as
at 30 June 2016, no action had been taken and therefore-ownership of the
Property remained un resolved.

Repon of the Auditor,,.Ceneral on the Financial Statements
30 June 2016
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(v) The figure of 1Ghs.5,590,497,000 further includes a portion of Malindi Airport

land under LR NO.7669 and measuring 0.8925 hecta.res, allocated to a church

organization, urt on the other hand,-excludes land LR No'8540 measuring

59-12.5sq.ft at the Airport, allocated to a petroleum company'

Under the circumstances, the Authority's land is at risk and it has not been possible

to confirm that the non-cunent assets balance of Kshs'52,539,103,000 is fairly

stated as at 30 June 2016-

1.2 DisPuted Land

The properly, plant and equipment.balance of Kshs.S1,757'M5.000 includes

freehold land balancc oi rc=n..2+9,263,000 as at 30 June 2016' As similarly

reported in the pr*iort y""r, init figuie includes land LR'No'21919 measuring

4,674.60 Hectares in f.f"it,iUi where Jomo Kenyatta lntemationalAirport is situated'

This land *., 
"orirr'"orv 

icqrired by the Government of Kenya on ?9 April 1971

,iO" i"g"f Notice rul,.f rO6litCjO tor development of the fllnort currentlv known as

Jomo Kenyatta Airpirt. GnV" nirports Authority acquired the title deed for the land

on 26 July 1996.

As previously reported, around year.2oo2, Kenya Airports Authority discovered that

a group of people hililfi;iOiy oUtained title'documents for the above mentioned

tand. The Authorityi;r;ii";;irt and instituted two cases aglinst-the groups vide

H6CC No.206 ot zb6+ anO ICCC 489 of 20M respectively, where it got temporary

court orders to rott"in defendants from Aeatini with ihe said piece of land'

However, despite the c,ourt orders to maintain statu-=s quo, the defendants continued

to sell, sub-divide ana Oevetop the fanJ falling under.the contentious area' ln

November 2011, th; kenya Airports Authoritylemolished houses belonging to

private dwelopers'on G'Oitpuied tand. Thd private.developers have sued the

Authority and both tni nrtn"tiiiJ and.ttre privgle develope./s 6a3es are yet to be

determined. Altfroug-h'."n"g;."nt has fxplainelthat.the land dispute is still

pending in High i"irt inr"rslT, c^oy-rt. cases No. HCCG No. 489 of 2004 (Kenya

Airports Authority v;.'rj;d.i !l[.H"rp and Hc_cp.No. 206 ot 20o4 (Kenva

Airp;rG Authority Vt. rufrofol1g" Brothers) and that fult trial of the two cases was

scheduled for 23rd February 2015, as ai tim" of the audit, it was not possible to

determine tne aireciio; ;.i the effect the ruling of the case may have on the

Authority's land.

ln the circumstances, it has not been possible to confirm that the Authority's freehold

land balance ot xsn-sz+g,zeg,ooo as at 30 June 2016 is fairly stated'

2.O

2.1

ConstructionProjectsatJomoKenyattalntemationalAirport
construction of rerminal 4 Buitdlng, parking Garage, Grade Parklng and

Other Associated Works

Report o! the Auditor'Geneml on lhe Finoncial Statemenls

As reported in the previous year, the^contract for construction of Terminal lA

(formerly a) building,''P;;ffi !ti"g", Grade parkilg ."nd. 9!1"' associated works

was awarded to a contractoi it a iontraa sum of Kshs.4,'147,G77,412.88 *itlt_q!

estimated completion-O"Gt or iO June 2011 , 30 November 2011 and 31 May 2012

I

I
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for Grade Parking, Parking garage and Terminal tA (Formely 4) building

respectively. However,lfffign"itr"]CraOe 
pa*ing, Parking garage and Terminal

tA buitding were tare-n'ou"i Ui employer tfnAl on-.ZS SeptLmber 2012' 9 August

2013 and 12 August igi+ 
'esi"airierx.vaiior"'outstanding 

works for Architectural'

Mechanicar, eearicaia-s *"rr i. gin"i"t*oirr 
""-oet"iredJn 

the rist (booktet) dated

12 August 2014 by tn.bii."rftriiremainei'ouitt"naing as at 12 August 2O14 and

were to be compteted during Defects riiuiritv peiioo ilnicn ended on 13 August

2015.

A review of the project in 2015120',16 has indicated that although the defects liability

oeriod ended on 13 August 2015, there *"i" tlifioutstanding general works which

[rre contractor had not addressed'

ln the circumstanceE, it has not been possible lo- Tn!* that the various

outstanding works fisieO wiff be complete; Uih; satisfaction of the Authority and

value for money obtained'

2.2 Stalled Embakasi Estate Fencing Proiect

Asreportedinthepreviousyear,theAuthorityawardedacontracttoaCompanyfor
Embakasi Estate fencing in 2009 for a contract sum of Kshs'24'5million' However'

the works have neve-i siarted and the 
""nii""i 

has never been terminated and no

reasons were given i9, tffi;"raly. As 
"'r"*rtoitne 

foregoing, the Authority risks

payment of damages snoufO the contraaor proceed to court'

2.3 New Greenfield Termlnal Package 5'

As reported in the previous year,ll'? ?!:u" projggtla:."y"t91 to M/S ACEG-

cATlc JV at a cont;;J;um "t 
ils$ 653'78i'''14'57' rni" w19 to be a new terminal

building ot g.7 mi[ion capacity p"rr"ng"i"-i"r innlr* and floor area of 178'000

sqm. once "ompl#olli 
*"L'to tave-bo'iniemational and 10 domestic check

oositions, gz cont#-lnJ a i"rote gatei, associateo apron with 45 stands and

iinfing taxiways. rnlierminalwas to b-e;bil;ilentally sustainable building and

be certified by the w;;il cfun euitoing c;uncil using ;lr.!"-t LEED or green star

certification pror"rr"..-ine terminaf *""s to O" impleirented on design and build

contract.

Althoughtheletterofnotificationdated16November20llwasclearthatthe
contrac,t sum of $653,7g2,g14 was inclu'sive-oi"ir t"r".' the management entered

into a contract indicating that the contraci';;;" $6Si,ZgZ,8t+ eldusive of 16%

VAT in unclear "it""stZn*s 
thereby overstating the contract sum'

It was also noted that the final contract was to be executed onlv after financial

negotiations witn an 
- 
iientineO nn"ni"i'iJ"i" *n"f'a"O' Evidence available

indicates that an expenditure or rsrrs.za,6zo,ogo was- incurred on the project on 23

May 2014 ana OeschUed as contra.t r"ii.ti* Urt no futtft"t information was availed

I

I
i
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I
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;:fJl"X". 

nor crear how a contract which has not commenced courd have a

Further, as at the- time of audit, there was no evidence that the Authority hadldentified a specific financier ano 
'negotiations 

on 
-nnri",ng 

concluded. tn thecircumstances, it was not possibleio coinrm nJtir.rin.l'il, r," irnptementalon ofhe projea which was expected to be among vision 2030 flagship pr{ects.
It was also noted-that Price water coopers were contracted to provide technicaladvisory service for bonowilg ;t a contract prica oix-"hs.2g,r7r,z6g and thecontract rater terminated - in uncrear 

-.ir.rrrt"i"", 
after incuningKshs.19,356,693.90 which ,rorri" to a nugatory expenditure.

A review of the ProJgct further revealed^that-as at 30 June 2016, the contractor hadbeen paid a totit or xshs.+,sio,9o, ,aoi-.ti *nir"''rir,s..t29,913,713 (usD1'292'513) had been paid to ttre c'onsurtant but there was nolvioence of work done.
2'4 Demorrion gf !{gtlne Arrrvars.lt.!-1. B1S^SaSe Area and Mutu€roreyoffice Brock at J-K.r.A-cont 

""i 
No.KAA/ES/JK,A/908/.

The conhact above was awarded to Machiri Ltd for a contracl sum ofKshs.326,69s,d3o. The works n"J 
"-Jontraa 

perioa oio rriinm. which commencedon 9 July 2014 and was to end on 16 January'2ols. Th;;'ilere three extensions of
XTr"r3'i;?ved 

for this contraci *i,Ll,-orouirnt tne ,"iiJJ'"orpretion date to14

(l) Provision of temporary offices, stores and othEr facilities
ln accordance with the awarded biil of quantities, the contract was to providebmporary offices, stores ana oinei-dcriiies at a cost-ii x"nr.2g,624,97g.66.
:LlffiHli|i:!: 

was no evidence or sucr, ricirities h;rffu;, provided durins the

(i0 Provision for Engineer Vehicte
The Bill of Quantitu No' 1 item 106 had a provision for engineer vehicle at a cost of
Ir*;tifl3?31fl;T;ffi:'"i,'tn"L'*"s no eviden"" r,"i , ,ehicre was il;ii";
ln the circumstances, it has not bean possibre to confirm the propriety of the totarexpenditure of Kshs.29,624,s7s.66 rtnalL, xsrrs.zs,6za:d;;.eo + Kshs.6,00o,o0o).
2.5 Construcflon of Offices Above parklng Garage at JKIA.

The above contract was awarded to Dickways construction Ltd at contracl sum ofKshs'18s,777,21a.99 which *jJ h;;-;;vised to. Kshs.196,0 11,27g.Ts. workscommenced on 27 March 2014 and was to be compr"t"o--ovii'oecember 2014, the

on tle Financial Statements
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\r o<plained how the funds alloeated in the above three financial years totaling to|Ghs.227,993,000 were utilized

4.0 Proposed Construction Works at tMtson Airport

4.1 Constructipn of Fire Station at Wilson Airport

The works were awarded to M/S Columbia Developers (K) Ltd for a contract sum of
Kshs.21 ,477,746.a0 and the contract signed on 16 Augusizotzto commen.ron z+
september 2Q1z and be completed dn 9 septemblr zoig. The scope or-*o*
consisted of the following:

(i) Demolition of existing fire offices.

(il) Constructlon to completion fire station offices.

(iii) Associated Plumbing and Drainage works.

(iv) Associated Electrical, Telephone services, computer seruices and other
associated works.

(v) Associated Externalworks.

However, evidence available indicates that ae per progress report dated 1 August
2013, there vvas evidence of poor workmanship'wiih seveial demolition" -ana

reconstruction of works. Further, a Tender Committee sitting on 13 March 2014
through Tender Committee minute No. 302 requested for termination of the contract
due to failure by the contractor to proceed with the works which was at 60yo
completion' However, as at 30 June 2016, there was no evidence of terminationof
the conlract by management and the contractor had been paid Kshs.10,61g,AZS.SO.

ln the circumstances it has not been possible to confirm whether the Authority got
value for money incurred on the work amounting to Kshs.10,61g,g2s.56.

4.2 Conshuctlon of Security Offlces and Wash Rooms at the Wllson Airport
KAA/ES/WAPI844IB

As reported irt the previoYs y_e?!_the projea was awarded to Grand vista Enterprises
at a contract sum of Kshs.8,92g,0g7.1o and commenced on 30 July zot+'to u"
completed on 24 December2014.

The scope of vve6r consisted of
. Constnrction of duty office and washroom block. Associatedmechanicalandelectricatworks
o Assoclated externalworks.

It was noted that on 11 December 2014, the Engineer in charge of the project
prescribed a paper No.3750 to the Tender Committee seeking tLrmination of-theproject which was approved two weeks before com-pletion date with

Report ol the liditor-General on thc Financial Statements of Kenya
30 June 201 6
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A review of the project in 2015t2016 reveared that the issue remains unresorved.5.0 proposed 
RercdJ";;;;';=#"i1"*,:L[ff*iniprimaryschoor(phaser-proposed

As reported in the ol

;,;i-5,rl;,g1[ilifr *ifl #ffi ffi ,HTi:i:,H'ltnffi 
,r,.i:,:"r

tr:sj:,,;'ii#:f:1r# j##*i},[i"'f,tr1?,8{*i*lr:ru'n

*ii,*ti,t,sd",-fr ,ff f ,i:l*}frfl **T-iltlf :i#'ii"{"i*H,f

li.rr'.3|t,??:r$r:B was no varue for money in incurring the totar expenditure or

;ffiff"d Rehabilitation of Runway, Apron and car park at Nanyuki

6.1 Stow progress

[$Jitif{,"{.,f#*:, l,1! 
.;n3?:l-,:lmqanl on 3 september, 20,4 at a

ff ffi x.r$#fr 
':#:fi;?,"*,f 

;i"x,.J".nrff f;lqtitHt*:tu;f

6.0

Repon of thc
30 June 20t6

I3i':'+'fi:::H:r;*d was 12 monrhs

exension-J:tiffi ##ffii;Ilil:,TJ#f-!fl :l!I"J#or23Novemberrevlew of the last o

snri:",:.,*ii,,;f;fl}$i,,};flijirf,ftri:,j;ffi fi,lffi
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t A.2 Mlssing Progress RePorts

The project file availed for audit verification had only one progress report dated 31

July 2016. lt was therefore not possible to authenticate the availed progress report

or evaluate the progress of the project over time.

6.3 Temporary Runway/ Unapproved Variatlon of Scope

The scope under the contract as per tender documents and as per the signed
agreement was as follows:

. Runway: 1500M Long and 23M_wide
o Apron::Approximately11,25OM2
o Access Road: Approximate 2,500M2
. Carpark: Approximately 2,5OOM2

ln a consultative meeting held on '12 November 2014, it was concluded that phasing

out of works on the runway would pose safety challenge and recommended for
construction of a Emporary runway to allal runway rehabilitation works to proceed

without interference on the Airstrip operations. However site instructions for
construction of the temponry runway and its cost estimation were not seen in the
project file. The employer also did not respond to contraclo/s letters requestlng for
applicable rates for this work as the rates used in the contract sum could not apply

since this was new scope of works. There was also no evidence in the file to show
whether the additional scope was presented to the tender committee for approval or
how the congerns of the contractor on the applicable rates were addressed.

6.4 Lack of lnspectlon RePort

The contraCtor gave a notice of completion of temporary runway in a letter ref.

}<AA/ES/NANYUKI/931/C dated 15 June 2015 indicating that a part of the runway
shall be handed overfor use on 17 June,2015 and the remaining section was to be

completed on 30 July 2015. There was however no correspondence in the project
files to show if the temporary runway was completed or if it was inspected and

approved br use. Further a letter dated 29 February 2016 from Ag. General

Manage(Engineering Services) to the contrac{or indicated that the temporary
runway was-in bad ltate and needed repair. This notwithstanding, an amount of
Kshs.i42,697,377.73 had been paid to the contractorby24 June 2016.

5.5 Contractods Claim on Temporary Runway

The contractor through their advocates Zed Achoki & Company has placed a
demand of Kshs.l20,6tO,8ZS.S2 for the ternporary runway. This amount is about
30% of the awarded contract sum which is over and above the authorized limit for
variation.

Report of the Auditor-General on the Financial Statemenu of Kenya Airporls Authority lor the year ended

30 Jtme 2016
9

)

I

I

I



ln the circumstances, it has not been possible to confirm whether the Authority willobtain value for money in the above pr6iect.

7'0 9verpayment on Materials Shed for the Propoeed Construction of TerminalBuilding at lsiolo Airport

The works under this project were awarded to Northern Construction Co. Ltd on 1gNovember, 2012 at a sum of Kshs.963,051,933(including pioririon sum for electrical
llneghanlcal). The contract period was for 28'monthsl Wort<s commenced on 11
March, 2013 and were to be completed by 1 1 July 2015 but thL ,"r later revised to7 November, 2015' There were two subiontractors under this project ror etectrical(Central Electrica! ttl)^14 mechanical(CEMTEC engineeri-ngD works with contract
sums of Kshs.107,256,031 and Kshs.159,821,1 37 resflecilvef'

A review_of-the payment certificates showed that a recovery of Kshs.1s,6gg,6g1.31
was made from contractor's certificate No. 10. This recovery was for or"rp"yr"nt
on material shed in a previous certificate and was based on t-he internal auoit rtport.The contractor disputed this recovery and refused to a.""pi reduced amount onabove certificate. Subsequently, the management wrote io the parent Mini.tw
l!9u-e--stinq for independent valuation of the mlterial shed. A team was appointed bythe.Ministry which carried out the valuation of the shed after hcilitati6n from tfrl
l$Erltv and gave a value of Kshs.2,g42,351 as communicated in a letter ref.
QD/General[S from Chief Quantity Surveyor. However, in ttre same letter the Chief
Quantity Surveyor recommendeO itrat the contractor shoutd not be paio based on
the value of the shed_(Kshs.2,942,351) but as per the amount in tne gill of euantitiesas awarded (Kshs.15,688,681.31) since the contractor had fulfilled hjs duties in
accordance with the contracl.

ln the circumstances, the Authority did not get varue for money in incurring
Kshs.12,746,330.31 over and above ihe varue oilnateriars streo.

the Runway Strengthenlng & Widenlng, paraltel
Apron at Kisumu Airport Contract NO.

The project was awarded to china overseas construction Group co. Ltd (covEc)at a contract sum of Ksh.1,70g,29s,391.23 inclusive of '160/o 
vAT. worki

commenced in March 2012.The scope of work was scaled down in October 2013
9yg.to..inadequate provision of funds from the MinistryinJ m"n ,on."qr"ntry
divided into two stages.

stage 1 - construction of.parallel raxiway, cargo apron and public car park
Stage 2 - Runway Strengthening and Widenind

8.0 Contract Variation for
Taxlway and Cargo
I(AA/ESTKSM/690rC

Report of the Auditctr-General on the Financial
30 June 201 6
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h The contractor completed construction of parallel taxiway and cargo apron and

public car park ln February 2014 al a cost of Ksh.l ,375,117,326.36 inclusive of 16%
VAT.
The works under this contracl were originally awarded to China Overseas
Construction Group Co. Ltd (COVEC) at a contract sum of Ksh.1,708,295,391.23.
Due to financial conskaints, the works completed by February 2014 were valued at
Ksh.1,375,117,326.36 and treated as phaae one. The contactorwas issued with a
completion certificate for phase I and his retention monies paid. An amount of
Kshs.333,118,064.87 remained from the original contract sum to be utilized for
phase 2 works. Further, on 19 August, 2015 the employer and the contractor
entered into an addendum for the remaining works packaged at a contract of
Kshs.436,067,579.87 thereby revising original contract sum by Kshs.102,949,515
(ftom 1,708,295,391 .23 to Kshs.1 ,811,244,906). Phase 2 works were to be executed
in 28 Months. On 24 May 2016, and before the works started, another addendum
was drawn and signed by the two parties which revised the initial contract sum
further by an amount of Kshs.143,532,199.66. This second addendum brought the
total variation to Ksh.246,481,714.56(14.5%) with the revised contract sum being
Kshs.1 ,9il,777,105.89. The Tender Committee that approved this variation pointed
out that there was erroneous omission of Kshs.190,156,845 in computation of the
first variation and occasioned by failure to take into account the VAT component on
amount paid in phase 1 works, but this could not be supported. ln spite of the
revision of contract sum as pointed above there was reduction in the initial contract
scope. A review of Paragraph 6 of the addendum above showed that heavy duty
manhole coverc valued at Kshs.17,933,117 were excluded from the revised scope.

Management has not explained what occasioned the contract sum variation above
or the logic behind Kshs.190,156,845 omission as approved by the Tender
Committee as the original contract was inclusive of 16% VAT.

Qualified Oplnion

ln my opinion, except br the effect of the matters described in the Basis for Qualified
Opinion paragraph, lhe financial statements present fairly, in all material respects,
the financial position of Kenya Airports Authority as at 30 June 2016, and of its
financial performance and its cash flows for the year then ended, in accordance with
lnternational Financial Reporting Standards and comply with the Kenya Airports
Authority Act, Cap.395 of the laws of Kenya.

Emphasis of Matter

Contingent Liabillty

lncluded in Note 50 to the financial statements is a claim from Relief and Mission on
pending invoices for apron buses amounting to Kshs.35,431,272 after termination of
the contract in public interest for which the Authority has been served with a claim
for unpaid concession fees and damages. ln addition, there is also an amount of
Kshs.290,000,000 relating to legal suits involving KAA vs Diplomatic Duty Free
LtdAlVorld Duty Free. There is also an amount of Kshs.1,357,550,000 for a plaintiff

Report o! the Audilor-General on the Financial Statemenrs of Kenyo Airports Authority lor the year ended
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11 ir

il



claiming ownership of property LR No. 13512 in the name of Mulolongo Brothers
Association. The note also includes World Duty Free case arbibatioi award of
Kqls.a billion (us$ 49,000,000) for which the Authority has appeated against the
arbitration award and has stated that no provision ls requiieo in thJ financial
statements.

There are also several other ctaims detailed out above which are pending arbitration
in the courts of law. Although in allthe above cases the Authority has sta-ted that the
liabilities will not crystallize and has therefore not made any provision in the financial
statemenE on the same, there is a high risk of liability Sebre the cases ar" fuify
heard and determined.

My opinion is not qualified in respect of this matter.

FCPA Edward R.O. Ouko, GBS
AUDITOR.GENERAL

Nairobi

23 June 2017
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I rmuA AIRroRTS AUTIIoRITv
jamn:ar REroRTS AND FTNANCIAL sTATEMENTS
IFOR THE FINANCT.AL YEAR ENDED 30TH IUNE 2016
1

l

TEMENT COMPREHENSIVE INCOME FOR THE YEAR ENDED 3OTH JUIYE 2016

2015/2016

Operating
Non
Gain on
Other
Non Cash
TOTAL

OPERA

Other

TOTAL

OPERA

Notes
32(a)
32(b)
32(c)

33 (a)
33(b)

KSHS',000
5,7t6t5t
6,7t9Jt3

20I4nol5

KSHS'000
5,273,394
6,729,443

22,882
165,663
21s

Revenue
Disposal

Expenses
Expenses

Income (Loss)

Costs

7377,

ul.sTJTl 12,406,926

3s (a)
3s(b)
35(c )

33(c)

34

46

an integral part of these financial statements

e'a,f,, 9,073,E60

7,7l,6,15&
l,9l6,l{4

25313

6,499,606
1,546,091

29,173

PROFIT 1l0,'.03

(t39,9t)

(371330)

4333,066

489,000

(l60.000)

2.!nrt 4.55r.066

(o3t,vnl Q33.430\

AFTER

The on pages

retlrrox

53 t{ ol form

2Jtu6' 4,127,636

l

I
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KENYA AIRPORTS AUTHORITY
ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR THE FTNANCIAL YEAR ENDED 30TH JUNE i0l6

STATEMENT OF FINANCIAL POSTNON AS AT3OTH 2016

ASSETS & LI,ABILITIEST
Non-Currcut Acscts
Propcrty, Plant urd Equipnrcnt
Intangiblc Asscts

Total Non-Currcnt rssets

Currcnt Arscts
lnvcntorics
Tradc and Othcr Reccivablcs
Balanccs hcld in Rescrvc Accounts
Cash md Cash Equivalcnr
Airstips Fund Cxh Balancc
Defencd To< Assct

Totrl Currcnt ersets

TOTALASSETS

EQU ITY AND LI.ABILTTTES

Cepitrl rnd Rcrcrvcs
GovcrnrEnt Grant
Rcvaluation Rcscrvc
Fctaincd Earnings

Crpihl r[d Reecrv.!

Non- Current lirbilitlcs
Airstrip Fund
Long Tcrm loms
Defcncd Tax Liability

Totrl Non-Currtnt Lirbilities

Currcnt Urbllitics
Tradc and Othcr Pqablcs
Current Portion oflong Tcrm lnan
Provisions for Liabilitics and Chargcs

Notcs

38
39(r)

40
4I(i)
4r (b)

47

43
44(r) & 44( c)

45

fri5t2016

KSIIS'000

5 r.757.0{5
?81.0S8

20t1/mfi
Rnrd

t(sHS'000

44,tM,4t9
34.099

7s,94t
9, I 32,39s
t,430347
3,243,084

L965,794

r2,855,080

988.739
28.566354

2,965.794
r 0,169,555

206.759

(36
37

?6.e+l
e,(Dt.475

:.ur7:-1e
-1.6t6.?9-1
r.77L06!

r26,t 70

- --16.tm 
tdsd?"s61

,l

Pg 36
Pg 36

Pg 36

42
44

47

I 7-338.1t5
et8.?39

30.te6.49

t.778.(tS
r0.718J4?

5:3SJ40
.s t 0. t&t

l.7lt7. I l0

3.758.442
r 73,503

l,290.849

Totel Currrnt Urbiliticr 7

TOTAL EQUITY AND LIABILITIES

Thc ttolcs on pageS 53 to 69 fomr an integral pan of thcse financinl statemenu. The financial staterncn6 on pagcs 34 ro 37 rvcre
approvcd by thc Eloud on

.... ........20 I 6 and rverc signed on its behall[,:

....'..--
Chnirman l{cnuging Dirccttr/ Chicf Erccutivc Ofliccr

I
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ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR THE FTNANCIAL YEAR ENDED 3OTH JT'NE 2016

STATEMENT OF CHANGES IN EQUITY

At lst July 2014

As previously rcported
Changes in equity in 2015

Deferred Income for the year

Donations

African Developpement Bank **

Airstrip Funds'**
World Bank**'*
Profit(loss) for the year

Dividend Payable

At 30 June 2015

At lst July 2015

As previously reported

Prior period adiustments:

Deficit on Defined Benefit Scheme'

Exchange ratc adjustment on (AFD) Ioan

Restatcd as rt 30th June 2015

Changes in cquity in 2016

Deferred Income for the year

African Devcloppement Bank r*

Airstrip Funds+**

World Bankt***
Dividend provision reversed

Dividend payable

Profit/(loss) for the year

Attt J.rcbr

Government
Grents

Kshs.'000 i

9.089,4s3

( l s 1,406)

606,035

I,843,689
t,478,309

Revaluation

Surplus
Kshs.'000

Retained

Earnings
Kshs.'000

Total

Kshs.'000

606,035

I,843,689
1,478,309

4,427,637

fl00.000)

988,739 26,20t,868 36,280,060

- r- (151,406)

I

4,427,637

( r 00.000)

r2.866.080 988.739 30.529.505 44-384-323

r
I

l 2,866,080 988,739 30,529,505 44,384,323

( 1, r 67,800)
(795.352\

( l, r 67,800)
(795.352\

r2.865.080 988.739 2n-s66^3s3 42-421.1 7

( r 55,028)

806,908

1,702,452

2,117,74t

( l 55,028)

806,908

I,702,452

2,t t7 ,74t
100,000

( l 28.886)

100,000
( I 28.886)

17J38,154 988,739 28,531,467

2_3s9.362

46,E64J58

2,3s9,26L
r'llJ.?llr7J3t.l3.t 9tt.?tt rrtat2lt

'Pursu"nt to Treasury Circular No. I 8 of 201 0, the Authority discontinued fund ing its Defined Benefit Scheme on

Ol lO7 t21l I . An actuarial valuation dated 3l /12/2015 reveale d a deficit of Kshs. I . I 67 billion which has been accrued in

the 201 5 I I 6 fi nancial statements.

*rAfricanDevclopmentBankfirndedKenyaAirportsAuthoritythroughthe GovernmentofKenya,fortheprocurement
and installation of the security screening equipment and the design, supply and Installation of Interim Passenger Terminal

BuildingatJomoKenyattalnternational Airport tohelprestorethelevel ofservicesattheAirportaftertheysignificantly
deteriorated due to the 2013 fire inferno.

***AirstripFunds shownabovearefundsreceivedfromMinistryofTransport&lnfrastructurewhichwereusedto
finance JKIA Interim Tcrminal, JKIA Security Screening Yard, Isiolo, Kisumu International Airport projecf , Manda and

Wajir Airports projects

**** World Bank. These are funds received from the World Bank to KAA to finance emergency activities at JKIA.

The notes on pages 53 to 69 are an integral part of these financial statements
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KE}.IYA AIRPORTS AUTHORIry
ANNUAL REPORTS AND FINANCI-AL STATEMENTS
FOR TTM, FTNANCI.AL YEAR ENDED 3OTH JLINE 2016

STATEMENT OF CASH FLOWS

Operating activities
Cash generated from/ (used in) operations

Interest received

Taxation paid
Net Cash generated from/ (used in) operating activities

Investing Activities
Cash from Investing activities
Purchase of Property, Plant and Equipment
Additions Intangible Assets
Cash from Asset/Stores Disposal
Net Cash generated from/ (used in) investing activities

Financing activities
Cash flow from Financing activities

Repayment of World Bank loan
Repayment of AFD loan
Refund of unutilized WB toan amount
Proceeds from long term borrowing from World Bank
Proceeds from long term borrowing from AFD Loan
Proceeds from Airstrips Fund
Disbursement of Airstrips fund
Provisions Utilised during the year
Grant received from World Bank
Grant received from AFDB
Dividend payment
Net Cash generated from/ (used in) financing activities

2,600,329

67,236

Notes

48(a)

33(c)

36
37

44(a)
44( c)
44(a\
44(a)
44( c)

42
42
45

2015not6
Kshs.'000

4,320,454

er,:0e

(t,559, I t4)
(45,t5t)

20t4/20rs
Kshs.'000

(9,456,951)
(41,175)

I
I(173,503)

692,294
3,590,816
5,487,945

(2,275,418)
(301,576)

1,478,309
606,035

3,S7,7a7 9.ot{901

(114352' 3,288,913
7,639# 4,405,251

27,755 (54,939)

1,lz,-ltt 7,639,225

(20023r)
(309,953)

(33,64?)
6t,206

l:02,t52
t50,535

(335,792)
(7t,t72)

2,117,741
t06,90t

Net Decrease (Increase) in cash and cash equivalents
Cash & cash equivalents at lst July 2015

Effects ofexchange rate changes

Cash and cash equivalents at 30th June 2016 48(c )

The notes on pages 53 to 69 are an integral part ofthese financial statements
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KENYA AIRPORTS AUTHORITY
ANNUAL REPORTS AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED 3OTH JUNE 2016

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principle accounting policies adopted in the preparation of these financial statements are
set out below:

1. Statement of compliance and basis of preparation

The financial statements have been prepared in accordance with International Financial
Reporting Standards and the requirements of the Kenya Airports Authority Act.
Application of new and revised International Financial Reporting Standards (IFRSs)
New standards and amendments to published standards effective for the year ended 30
June 2016
The following new and revised IFRSs were effective in the current year and had no material
impact on the amounts reported in these financial statements.
Amendments to IAS 32 Offsetting Financial Assets and Financial Liabilities
The amendments to IAS 32 clarify the requirements relating to the offset of financial assets

and financial liabilities. Specifically, the amendments clarify the meaning of 'currently has a

legally enforceable right of set-off and 'simultaneous realisation and settlement'.
As the Company does not have any financial assets and financial liabilities that qualify for
offset, the application of the amendments has had no impact on the disclosures or on the
amounts recognised in the Company's financial statements.

IFRIC 21 Levies
IFRIC 2l addresses the issue as to when to recognise a liability to pay a levy imposed by a
government. The Interpretation defines a levy, and specifies that the obligating event that
gives rise to the liability is the activity that triggers the payment of the levy, as identified by
legislation. The Interpretation provides guidance on how different levy arrangements should
be accounted for, in particular, it clarifies that neither economic compulsion nor the going
concern basis of financial statements preparation implies that an entity has a present
obligation to pay a levy that will be triggered by operating in a future period.
The application of this Interpretation has had no material impact on the disclosures or on the
amounts recognised in the Company's financial statements.
Amendments to IAS 36 Recoverable Amount Disclosures for Non-Financial Assets
The amendments to IAS 36 remove the requirement to disclose the recoverable amount of a

cash-generating unit (CGU) to which goodwill or other intangible assets been allocated.

1. Statement of compliance and basis of preparation (Continued)

When there has been no impairment or reversalof impairment of the related CGU

Furthermore, the amendments introduce additional disclosure requirements applicable to
wtren the recoverable amount of an asset or a CGU is measured at fair value less costs of
disposal. These new disclosures include the fair value hierarchy, key assumptions and

valuation techniques used which are in line with the disclosure required by IFRS 13 Fair
Value Measurements.

I
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The application of the amendments to IAS 36 has had no material impact on the disclosures

or on the amounts recognised in the Company's financial statements since the Company has

had no impairment or reversal of impairment.

2. Annual Improvements 2010-2012 Cycle
The annual improvements 2010-2012 cycle makes amendments to the following standards:
.IFRS 2 - Amends the definitions of 'vesting condition' and 'market condition' and adds

definitions for'performance condition' and'service condition'
.IFRS 3 - Require contingent consideration that is classified as an asset or a liability to be

measured at fair value at each reporting date
.IFRS 8 - Requires disclosure of the judgements made by management in applying the

aggregation criteria to operating segments, clarifr reconciliations of segment assets only
required if segment assets are reported regularly
.IFRS l3 - Clarifu that issuing IFRS l3 and amending IFRS 9 and IAS 39 did not remove

the ability to measure certain short-term receivables and payables on an undiscounted basis

(amends basis for conclusions only)
.lAS 16 and LAS 38 - Clarifi that the gross amount of property, plant and equipment is
adjusted in a manner consistent with a revaluation of the carrying amount
.lAS 24 - Clariff how payments to entities providing management services are to be

disclosed
These IFRS improvements are effective for accounting periods beginning on or after I July
201s.

The new terminologies have been adopted in these financial statements. In other respects the

application of the amendments does not result in any impact on profit or loss, other

comprehensive income and total comprehensive income.

3. Amendments to IAS 39 Novation of Derivatives and Continuation of Hedge

Accounting
The amendments to IAS 39 provide relief from the requirement to discontinue hedge

accounting when a derivative designated as a hedging instrument is novated under certain

circumstances. The amendments also clarifr that any change to the fair value of the

derivative designated as a hedging instrument arising from the novation should be included

in the assessment and measurement of hedge effectiveness. The amendments require

retrospective appl ication.
The application of the new standard has not had any impact on the disclosures or the

amounts recognised in these financial statements as the Company does not have any

derivatives.

(i) New and amended standards and interpretations in issue but not yet effective in
the year ended 30 June 2016

New and Amendments to Effective for annual periods

standards beginning on or after

IFRS9 I January2Ol8
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IFRS l5 Revenue from contracts
with customers

Amendments to IFRS I I

Amendments to IAS l6 and IAS 38

1 January2017

I January2016

I lanuary2016

(ii) Relevant new and revised IFRSs in issue but not yet effective for the year ended
30 June 2016

IFRS 9 Financial Instruments
IFRS 9, issued in November 2009, introduced new requirements for the classification and
measurement of financial assets. IFRS 9 was amended in October 2010 to include
requirements for the classification and measurement of financial liabilities and for
derecognition.
Key requirements of IFRS 9:

o All recognised financial assets that are within the scope of IAS 39 Financial
Instruments: Recognition and Measurement are required to be subsequently measured
at amortised cost or fair value. Specifically, debt investments that are held within a
business model whose objective is to collect the contractual cash flows, and that have
contractual cash flows that are solely payments of principal and interest on the
principal outstanding are generally measured at amortised cost at the end of
subsequent accounting periods. All other debt investments and equity investments are
measured at their fair value at the end of subsequent accounting periods. In addition,
under IFRS 9, entities may make an irrevocable election to present subsequent
changes in the fair value of an equity investment (that is not held for trading) in other
comprehensive income, with only dividend income generally recognised in profit or
loss.

With regard to the measurement of financial liabilities designated as at fair value through
profit or loss, IFRS 9 requires that the amount of change in the fair value of the financial
liability that is attributable to changes in the credit risk of that liability is presented in other
comprehensive income, unless the recognition of the effects of changes in the liability's credit
risk in other comprehensive income would create or enlarge an accounting.

o Mismatch in profit or loss. Changes in fair value attributable to a financial liability's
credit risk are not subsequently reclassified to profit or loss. Under IAS 39, the entire
amount qf the change in the fair value of the financial liability designated as fair value
through profit or loss is presented in profit or loss.

Application of new and revised International Financial Reporting Standards (IFRSs)
(Continued)
The directors of the Company anticipate that the application of IFRS 9 in the future will not
have a significant impact on amounts reported in respect of the Company's financial assets
and financial liabilities.
IFRS 15 Revenue from Contracts with Customers

In May 201 5, IFRS l5 was issued which establishes a single comprehensive model for
entities to use in accounting for revenue arising from contracts with customers. IFRS l5 will
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supersede the current revenue recognition guidance including IAS 18 Revenue, IAS I I
Construction Contracts and the related Interpretations when it becomes effective.

The core principle of IFRS l5 is that an entity should recognise revenue to depict the transfer

of promised goods or services to customers in an amount that reflects the consideration to
which the entity expects to be entitled in exchange for those goods or services. Specifically,
the Standard introduces a 5-step approach to revenue recognition:
Step l: ldentify the contract(s) with a customer
Step 2: Identify the performance obligations in the contract
Step 3: Determine the transaction price
Step 4: Allocate the transaction price to the performance obligations in the contract

Step 5: Recognise revenue when (or as) the entity satisfies a performance obligation
Under IFRS 15, an entity recognises revenue when (or as) a performance obligation is

satisfied, i.e. when 'control' of the goods or services underlying the particular performance

obligation is transferred to the customer. The Company however derives a substantial amount

of its revenue from cash sales, and the directors do not anticipate that the application of IFRS

15 will have a significant impact on the amounts reported in respect of the Company's
revenue from contracts with customers.
(iii) Relevant new and revised IFRSs in issue but not yet effective for the year ended 30

June 2016)

4. Amendments to IAS 16 and IAS 38 Claritication of Acceptable Methods of
Depreciation and Amortisation

The amendments to IAS l6 prohibit entities from using a revenue-based depreciation method

for items of property, plant and equipment. The amendments to IAS 38 introduce a rebuttable
presumption that revenue is not an appropriate basis for amortisation of an intangible asset.

This presumption can only be rebutted in the following two limited circumstances:

a) when the intangible asset is expressed as a measure of revenue; or
b) when it can be demonstrated that revenue and consumption of the economic

benefits of the intangible asset are highly correlated.
The amendments apply prospectively for annual periods beginning on or after I January 2016.

Currently, the Company uses the straight-line method for depreciation and amortisation for its
property and equipment, and intangible assets respectively.

The directors of the Company do not anticipate that the application of the standard will have a

significant impact on the Company's financial statements.

Annual Improvements 20 I 0-20 I 2 Cycle
The Annual Improvements to IFRSs 20ll-2013 Cycle include a number of amendments to
various IFRSs, which are summarised below:
The amendments to IFRS 3 clarify that the standard does not apply to the accounting for the

formation of alltypes ofjoint arrangement in the financialstatements of the joint arrangement

itself.
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The amendments to IFRS 13 clarify that the scope of the portfolio exception for measuring
the fair value of a Company of financial assets and financial liabilities on a net basis includes
all contracts that are within the scope of, and accounted for in accordance with, IAS 39 or
IFRS 9, even if those contracts do not meet the definitions of financial assets or financial
liabilities within IAS 32
The amendments to IAS 40 clarifu that IAS 40 and IFRS 3 are not mutually exclusive and

application of both standards may be required. Consequently, an entity acquiring investment
property must determine whether:
a) the property meets the definition of investment property in terms of IAS 40; and

b) the transaction meets the definition of a business combination under IFRS 3

The directors of the Company do not anticipate that the application of these amendments will
have a significant impact on the Company's financial statements.
Annual Improvements 201 1-2015 Cycle
Makes amendments to the following standards:
o IFRS I - Clarifi which versions of IFRSs can be used on initial adoption (amends basi
for conclusions only).
o IFRS 3 - Clarifu that IFRS 3 excludes from its scope the accounting for the formation of
a joint arrangement in the financialstatements ofthe joint arrangement itself.
o IFRS l3 - Clarifo the scope of the portfolio exception in paragraph 52.
o IAS 40 - Clarifuing the interrelationship of IFRS 3 and IAS 40 when classiffing

These IFRS improvements are effective for accounting periods beginning on or after I
January 2016. The directors of the Company do not anticipate that the application of these
improvements to IFRSs will have a significant impact on the Company's financial statements.
(i) Early adoption of standards
The Company did not early-adopt any new or amended standards in the period.

Basis of preparation

The financial statements have been prepared under the historical cost basis of accounting.

5. Pronouncements from the Public Sector Accounting Standards Board (PSASB)
The Public Finance Management (PFM) Act 2012 Section 192 provided the setting up of
the Public Sector Accounting Standards Board (PSASB). The Cabinet Secretary
National Treasury, gazettted members of the Board through Gazette Notice No. I 199 of 28
February,20l4. Following the Board's approvalon the adoption ofthe International Financial
Reporting Standards (IFRS) for state organs operating as Commercial Business Entities and

The International Public Sector Accounting Standards (IPSAS) for non-commercial entities,
the pronouncements made by the board have no significant impact on the entity's financial
statement as "ENTITY name" has been preparing its financial statements in accordance to
IFRS.
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6. Depreciation and impairment of property, plant and equipment

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 equipment is recognized in the

income statement on a straight-line basis to write down the cost of each asset or the re-valued
amount to its residual value over its estimated useful life. The annual rates in use are:

Freehold Land
Leasehold Land
Pavements (Runways, aprons, taxiways and roads)
Permanent buildings
Emergency Service Vehicles
Other Motor vehicles
Electrical -Mechanical Equipment
Other Machinery
Offrce Equipment, Furniture and Fixtures
Computer and accessories

Rate
Nil
99 years

4.0%
2.5%

10.0%
25.0%

5.0%
t0.0%
20.0%
33.0%

Depreciation of these assets, on the same basis of other property assets commences when the

assets are ready for intended use.

Items of property, plant and equipment are reviewed annually for impairment. Where the

carrying amount of an asset is assessed as greater than its estimated recoverable amount, an

impairment loss is recognized so that the asset is written down immediately to its estimated

recoverable amount.

7. Intangible assets

Software license costs and computer software that is not an integral part of the related

hardware are initially recognized at cost, and subsequently carried at cost less accumulated

amortization and accumulated impairment losses. Costs that are directly attributable to the
production of identifiable computer software products controlled by the Authority are

recognized as intangible assets. Amortization is calculated using the straight line method to
write down the cost of each license or item of software to its residual value over its estimated

useful life using an annual rate of 33.3%o.

8. Amortization and impairment of intangible assets

Amortization is calculated on the straight-line basis over the estimated useful life of computer
software of three years. All computer software is reviewed annually for impairment. Where
the carrying amount of an intangible asset is assessed as greater than its estimated recoverable
amount, an impairment loss is recognized so that the asset is written down immediately to its
estimated recoverable amount.
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9. Investment property
Buildings, or part of a building (freehold or held under a finance lease) and land (freehold or
held under an operating lease) held for long term rental yields andlor capital appreciation, and

which are not occupied by the entity, are classified as investment property under non-current
assets.

Investment property is carried at fair value, representing open market value determined
periodically by independent external values. Changes in fair values are included in profit or
loss in the income statement.

10. Finance and operating leases

Leases which confer substantially all the risks and rewards of ownership to the entity are
classified as finance leases. Upon initial recognition, the leased asset is measured at an

amount equal to the lower of its fair value and the present value of the minimum lease

payments, and the asset is subsequently accounted for in accordance with the accounting
policy applicable to that asset.

All other leases are treated as operating leases and the leased assets are recognized in the
statement of financial position to the extent of prepaid lease rentals at the end of the year.

Payments made under operating leases are recognized in profit or loss on a straight-line basis
over the term of the lease. Lease incentives received are recognized as an integral part of the
total lease expense over the term ofthe lease.

11. Fixed interest investments (bonds)
Fixed interest investments refer to investment funds placed under Central Bank of Kenya
(CBK) long-term infrastructure bonds and other corporate bonds with the intention of earning
interest income upon the bond's disposal or maturity. Fixed interest investments are freely
traded at the Nairobi Securities Exchange. The bonds are measured at fair value through
profit or loss.

12. Quoted investments
Quoted investments are classified as non-current assets and comprise marketable securities
traded freely at the Nairobi Securities Exchange or other regional and international securities
exchanges. Quoted investments are stated at fair value.

13. Unquoted investments
Unquoted investments stated at cost under non-current assets, and comprise equity shares

held in other Government owned or controlled entities.

14. Inventories
Inventories are stated at the lower of cost and net realizable value. The cost of inventories
comprises purchase price, import duties, transportation and handing charges, and is
determined on the moving average price method.

15. Trade and other receivables
Trade and other receivables are recognized at fair values less allowances for any uncollectible
amounts. These are assessed for impairment on a continuing basis. An estimate is made of
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doubtful receivables based on a review of all outstanding amounts at the year end. Bad debts

are written offafter all efforts at recovery have been exhausted.

16. Taxation
Current tax
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 authorities. 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 recognized directly in equity, in which
case it is also recognized directly in equity.

Deferred income tax
Deferred income tax is provided using the liability method on all temporary differences
arising between the tax bases of assets and liabilities and their carrying values for financial
reporting purposes, using tax rates and laws enacted or substantively enacted at the balance

sheet date and expected to apply when the related deferred income tax asset is realized or the
deferred tax liability is settled
Deferred income tax assets are recognized only to the extent that it is probable that future
taxable profits will be available against which temporary differences can be utilized.
Recognized and unrecognized deferred tax assets are reassessed at the end of each reporting
period and, if appropriate, the recognized amount is adjusted to reflect the extent that it has

become probable that future taxable profits will allow the deferred tax asset to be recovered.

17. Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on

call and highly liquid investments with an original maturity of three months or less, which are

readily convertible to known amounts of cash and are subject to insignificant risk of changes

in value. Bank account balances include amounts held at the Central Bank of Kenya and at

various commercial banks at the end of the financial year. For the purposes of these financial
statements, cash and cash equivalents also include short term cash imprests and advances to
authorized public officers and/or institutions which were not surrendered or accounted for at

the end ofthe financial year.

18. Borrowings
lnterest bearing loans and overdrafts are initially recorded at fair value being received, net of
issue costs associated with the borrowing. Subsequently, these are measured at amortized cost

using the effective interest rate method. Amortized cost is calculated by taking into account
any issue cost and any discount or premium on settlement. Finance charges, including
premiums payable of settlement or redemption are accounted for on accrual basis and are

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

capitalized as part ofthe cost ofthe project.
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19. Trrde and other payables
Trade and other payables are non-interest bearing and are carried at amortized cost, which is
measured at the fair value of contractual value of the consideration to be paid in future in
respect of goods and services supplied, whether billed to the entity or not, less any payments

made to the suppliers,

20. Retirement benefit obligations
Defined Benefit Scheme
The Authority operates a defined benefit scheme for all its employees, funded by contribution
from employees. The scheme defines the benefits an employee will receive on retirement. The
assets of the scheme are held in a separate trustee administered scheme. The Authority's
contributions are charged to the profit and loss account in the year to which they relate.

The Authority changed to Defined Contribution scheme from Defined Benefit scheme with
effect from ll7/21ll in accordance with the Treasury circular no. 18/2010 dated 24th

Novernber 2010.

The Authority also contributes to the statutory National Social Security Fund (NSSF). This is
a defined contribution scheme registered under the National Social Security Act. The
Authority's obligation under the scheme is limited to specific contributions legislated from
time to time and is currently at Kshs. 200: per employee per month.

21. Provision for Staff leave pay

The estimated monetary liability for employees' accrued annual leave entitlement at the
balance sheet date is recognized as an employment cost accrual. A provision is made for the
estirnated liability for annual leave at reporting date.

22. Exchange Rate Difference
Transactions durirlg 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 Kenya shillings at exchange rates ruling at the balance sheet date. Revenue
and Expense items in other currencies are translated into Kenya Shillings using the rate ruling
at the transaction date. The resulting differences from conversion and translation are dealt
with in the profit and loss account in the year in which they arise.

Financial assets and liabilities are offset and the net amount reported in the statement of
financial position only when there is a legally enforceable right to set off the recognized
amounts and there is an intention to settle on a net basis, or realize the asset and settle the
liability simultaneously.

24. Provision for liabilities and charges
Provisions are recognized when the Authority has a present legal or constructive obligation as

a result of past events, it is probable that an outflow of resources embodying economic

)
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benefits will be required to settle the obligation, and a reliable estimate of the amount of the

obligation can be made.

25. Biological Assets
The Biological assets comprise of trees that were planted at Eldoret International Airport in
the year 2006. All the costs incurred to date have been treated as expenses in determining the

profit in each year they were incurred. The total proceeds from the sale of these trees minus
the incidental costs shall be recognized as income in the year of sale. The assets were valued
at fair value by Integrated Forestry Consultancy and Management Services as per IAS 41.

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

27. Subsequent events
There have been no events subsequent to the financial year end with a significant impact on

the financial statements for the year ended June 30, 2016.

28. Related Party Policy
Parties are considered to be related if one party has the ability to control the other party or
exercise significant influence over the other party in making financial or operational
decisions. Jointly controlled entities are also considered as related parties. The companies

transact business with parties that are related by virtue of common directorship and/or
ownership and jointly controlled entities. The Authority's related parties include:

projects.

Board of Directors.

29. Significant judgments and key sources of estimation uncertainty

In the process of applying the accounting policies adopted by the Kenya Airports Authority,
the directors make certain judgments and estimates that may affect the carrying values of
assets and liabilities in the next financial period. Such judgments and estimates are based on

historical experience and other factors, including expectations of future events that are

believed to be reasonable under the current circumstances. The directors evaluate these at

each financial reporting date to ensure that they are still reasonable under the prevailing
circumstances based on the information available.

Going Concern: The financial statements have been prepared on a going concern basis on

the belief that the Authority shall continue operations in the near future.

(
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Impairment Losses: At each year end, the Authority reviews the carrying amounts of its
tangible and intangible assets to determine whether there is any indication that those assets

have suffered an impairment loss. If any such indication exists, the recoverable amount of the
asset is estimated in order to determine the extent of the impairment loss. Where it is not
possible to estimate the recoverable amount of an individualasset, management estimates the
recoverable amount of the cash generating unit to which the asset belongs.

Intangible assets, vehicles and equipment: Critical estimates are made by the management
in determining the useful life for intangible assets, vehicles and equipment.

Contingent liabilities: The management evaluates the status of any exposures to contingent
liabilities on a regular basis to assess the probability of the Authority incurring related
liabilities and the same is disclosed as a note in the financial statements. Provisions are only
made in the financial statements where, based on the management's evaluation, a present

obligation has been established.

30. Financial Instruments
Classification: The Authority classifies its financial instruments into the following
categories:
Loans and receivables, which comprise non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market, and exclude assets which the
entity intends to sell immediately or in the near term or those which the entity upon initial
recognition designates as at fair value through profit or loss or as available for sale financial
assets.

Financial liabilities: which comprise all financial liabilities except financial liabilities at fair
value through profit or loss.

31. Risk management objectives and policies

a) Financial risk management

The Authority's activities expose it to a variety of financial risks including credit, liquidity
and market risks. The Authority's overall risk management policies are set out by the Board
and implemented by the management, and focuses on the unpredictability of changes in the
business environment and seek to minimize the potential adverse effects of such risks on the
Authority's performance by setting acceptable levels of risk.

i) Credit Risk

Credit risk refers to the risk that a counter party will default on its contractual obligations
resulting in a financial loss to the Authority.

The credit risk exposures are classified in three categories;
o Fully performing
o Past due
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Impaireda

Credit risk on Fixed, Call and Reserves with banking institutions is managed by dealing with
institutions with good credit ratings. Credit risk on concessions, tenancies and similar
business transactions is mitigated through requirement for performance guarantees issued by

financial institutions with good credit ratings.

i) Credit Risk (Continued)

Credit risk on Trade Receivables is managed by ensuring that credit is extended to customers

with an established credit history. The credit history is determined by taking into account the
financial position, past experience and other relevant factors. Credit is managed by setting the

credit limit and credit period for each customer.
The maximum exposure of the Authority to credit risk as at the balance sheet date is as

follows:

Past due and Impaired

As at 30th June

Bad Debts
Term Deposits-Prudential Bank
Other Receivables

2016
Kshs'000

73l,ll6
78,790

306
810.212

2015
Kshs'000

518,85 I
78,790

306
591.947

I

30th June 16

Fully
Performing
Kshs'000

Past due but not
Impaired
Kshs'000

Past due and
Impaired
Kshs'000

Total
Kshs'000

Trade receivables 3,638.039 810.212 4.448.251

Other receivables 5.400.437 5.400,437

Fixed Deposits,
Call Deposits &
Treasury Bills

3,714,181 3,714,181

Reserve Account 2,007,239 2.007.239

Cash at bank 1,750,698 I,750,698

Gross
f inancial Assets 16,510,594 810,212 17320.806
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31. Risk management objectives and policies (Continued)

i) Credit Risk (Continued)

An impairment provision of Kshs. 731 Million (2015: Kshs. 518 Million) is held against the
impaired receivables. The Authority does not hold any collateral against the past due or
impaired receivables. The management continues to actively follow up past due and impaired
receivables.

ii) Liquidity risk

Liquidity risk is the risk that the Kenya Airports Authority will encounter difficulty in
meeting obligations associated with financial liabilities. The board has developed a risk
management framework for the management of the Authority's short, medium and long-term
liquidity requirements thereby ensuring that all financial liabilities are settled as they fall due.
The Authority manages liquidity risk by continuously reviewing forecasts and actual cash

flows, and maintaining banking facilities to cover any shortfalls.

The table below summarizes the maturity analysis for financial liabilities to their remaining
contractual maturities at the reporting date.

Within 12 months
Kshs'000

Over
12 months
Kshs'000

Total

Year ended 30th Jrtne 2016

Trade payables 1,638,717 1,638,717

Other payables 9,714 3,586,917 3,596,631

Intercst bearing Loans 510,184 10,738,346 11,248,531

Total 2.158.615 14.325.264 16.483.879

Year ended 30th June 2015

Trade payables 1.493.077 r.493.077
Other payables 30,152 2,235,213 2,265,365
Interest bearing Loans 173,503 I 0, I 69,556 10,343,059

Total 1.696.732 12.404.769 14.101.501
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31. Risk management objectives and policies (Continued)

iii) Market risk
Market risk is the risk that the fair value or future cash flows of financial instruments will
fluctuate because of changes in market price and comprises three types of risks: currency risk,

interest rate risk.

Interest rate risk: The Authority is exposed to cash flow interest risk on its variable rate

borrowings because of changes in market interest rates. The Authority manages this exposure

by maintaining a high interest cover ratio, which is the extent to which profits are available to

service borrowing costs. If the interest rates on the Authority's borrowings at the year-end

were to increase/decrease by lolo percentage points, with allother factors remaining constant,

the post-tax profit would be lower/higher by Shs.l05 Million (2015: Shs 80 Million )
respectively.
Price Risk: The Authority does not hold investment that would be subject to price risks:

hence this risk is not relevant.
Foreign exchange risk: The Authority has foreign currency denominated bank accounts and

it also transacts in foreign currency. The Authority receives US$ denominated receipts as part

of its revenue. These receipts are banked in dollar denominated bank accounts. The Authority
mitigates against foreign exchange risks: By negotiating contracts based on the available
currency (Dollar/l(ES). Secondly loans are negotiated and maintained in dollar equivalent to

hedge against foreign exchange risk fluctuations.

The carrying amounts of the Authority's foreign currency denominated monetary assets at the

balance sheet date are as follows:

USD
'000

USD

'000
As at 30th June 2015 30th June 2015

FinancialAssets

Bank and cash balances 25,988 25,988

Term deposits 16,605 16,605

Trade receivables t2,649 72,649

Other receivables 38,543 38,543

Sub Tota! 93,785 93,785

Financial liabilities
Trade payables (5,108)

Other payables 628 628

Long Term Loans 79,738 79,738
Short Term loan ( Payable

within one year)
3,066 3 066

Sub Total 77,724 82,832

Net exposure 15,051 10,953

I
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KENYA AIRPORTS AUTHORITY
ANNUAL REPORTS AND FINANCIAL STATEMENTS
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)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

31. Risk management objectives and policies (Continued)

As at 30th June 2016, if the Kenyan shillings had strengthened or weakenedby 5% against
the US Dollars and with all other variables held constant, the impact on the surplus for the
year would have been Kshs 170 Million (2015- Kshs 154 Million) higher/lower mainly as a
result of US Dollar and bank cash balances.

In management's opinion, the sensitivity analysis is unrepresentative of the inherent foreign
exchange risks as the year end exposure does not reflect the exposure during the year.

b) Crpital Management

The Kenya Airports Authority's objective in managing its capital is to ensure that it supports
the development of its business and is able to continue as a going concern, while at the same

time maximizing the return to its shareholders. The Authority is not subject to any external
capital requirements. The Authority manages its capital by evaluating the working capital
requirements and investment in non-current assets before borrowings and based on this
requirement, setting an integral debt to equity ratio, which it monitors on a regular basis. The
debt to equity ratio is as set below:

The gearing ratio at the year-end was as follows

2015t2016
Kshs'000

2014t2015

Kshs'000

Total borrowings (Note 45) 11,248,531 10,343,059

Less: cash afld cash equivalents (Note 50 c) 7,472,118 7,639,225

Net debt 3,776,414 2,703,835

Totalequity 49,223,725 42,421,173

Gearing (net debt over total capital resources) 7.7o/" 6.4"h

t

I

t

I
I
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STATEMENTS
2015n016
Krbr.'000

I?UtnuG

Chlrgp Fund

20rU2A$
Kr[r.'0lX]

32(r)

32(b)

33 (r)

33(b)

2,751477
120.308

11226

su)23
1,725,616

77,124

6,729443

l,lt8
r228
6,685

156,562

il,Lt

25,91E

4taee

160,000

(Locr)

on Forcx

Fccs

DcforGd Inoomr

Bu* Intsr€rt
Exohrnp grin

TO TIIE

otrAl'ctt
on rsct!

Prcrcs
Noo

f,cvclue

Acrmaudcgl

Opcrrda3

Olpr lnoomc

hconc
ofTcndor

on Strfr
Fhcs irld

lntctwt

md Parting
Chargcr

Apmnauticd

opcnd4
Pr*angor

Non CerL
Prordsiorrc

Flaraclrl
Imecfficrt

Plnrnclrl
EIB Bmt
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

ProfiU(loss) before tax expenses/income
35 (a) Administrative Expenses

i) Staffcosts -Note 35 (d )

ii) Other Administrative expenses

Electricity and Water
Communication services and supplies
Transportation, Travelling and Subsistence

Advertising, Printing, Stationery and Photocopyinl
Marketing and Promotion Expenses

Staff Training Tuition and Subsistence

Insurance costs
Bank charges

Loss on Assets Disposal
KRA Commission
Legal Fees

Consultancy Fees

Stores consumed
Cleaning Services
Environmental Preservation
VAT Expense -Non Allowable
Provision for bad debts
Reversed audit fees provision
Other Operating Expenses

iii) Administrative Expenses

35(b) Establish ment Expenses
Repairs and Maintenance
Depreciation of property, plant and Equipment
Intangible Assets
Operating Lease

35(c ) Other Expenses
Directors' Emoluments
Audit Fees

7,?8GS|D 6.498.606

20lst20t6
Kshs.'000

43l,,477

20t4t2015
Kshs.'000

3,7871544

791,433 i

22,776
94313
22,3t9
36,50t
77,137

129,522
1,t02

\et7
r36J73
3 t2,942
I t5,770
r 13.430
277,U5
225,7t5
769,991
2l1,94t

(2,Egt)
96,602

755,096
38,336

103,434
29,272
63,242

40,136
113,734

3,469

I

I
I

156,996
252,876

24,313
89,746

226,476
210,027
497,963

105,946

3,a3Gl[3 2,711,062

r,012,320
E66,419

37.,105

741,551
723,415

11,406
69,709

lpl6,l{a 1,546,081

23,1 l3
2,230

26,853
2,320

25J43 29,173
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tr'INANCIAL STATDMENTS (Continued)

3s (d) 20,5n0fi
Kshc.r(m0

20t1n0,,'
Krhs.'000

2,713,150
106,790
269,514

4,895

It,ag
5,993

3,787,544

month & above)
Contribution

Costs
(GPA)

(note 45)
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ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 3OTH JLINE 20I6

2015

Fr..hold lrnd

Krhr.'000

L€ssehold lsnd

KrhrrOO0

Crpitrl Work
in

Progrcs,
Krhr-'000

Pnvcmcnt! !rd
Buildingr

Krhr-'000

Plant, Mrchincry,&
Motor Vchlclcs,

K.h!.'000

Ollicc Equip.
Furnitur. rnd

Filtingt
k.h.'OOO

TOTAL

krhr-'000

COST OR VALUATION
Ar July l, 2014

Additlons
Disoosal

249,263 6,90 l,205 21,761,186

8,293,3'10

I 1,847,546 I,979, l 85

r r0,036

G.4381

5 16,004

53,544
/t 4891

43,254,989

8,456,95 I

(s 926)

Al Jtrn. 30. 20 I 5 219,263 6-90r-205 30^0ss-rs6 I 1.847.5ta6 2.081.7t4 tltt_o60 51.706.01i4

DEPRECIATION
Ar ,uly l, 2014

Chrrgc for thc ycar

Eliminltcd on disposrl

Al JtrtrG 30. r015

I,r71,290
69,'t09

r-240.999

4,132,312

43 I,831

a.a6a-t al

927,6'19

201,t31
(3,r ro)

t-1r1-706

281,486

88,445

(r,r85)
358.7,a5

5,611,476

721,415

(4,295)
6.360.595

NET BOOK VALUE
A r -lnn, 30- 201 5 2a9.L61 s.660.206 30.055.t56 6-983-CO2 957.078 199314 d4-.1at-dl?

20t6

COST OR VALUATION
At July l' 2015

Additions. Cash

Additions - Non Cash

Tranfcrs
Transfcr to lntangiblc asscts

249,263 6,901,20s 30,055, l 56

8,446,887

706.052

(22,32t,383)
(739.506)

I I,847,546

971

r3,860,439

2,084,784

87,490

1,823,243

il 2-504 )

568,060

2t,835

637,701

il-505)

5 1,706,014

8,559, I 84

706,052

0

(?39,506)

ild oosl

Ar -lxn.30- 2016 2a9.26X 6.90r.205 t6.lt7 -ros 2s-?08-956 9.983.0r3 1.228.09t 6n-711-7 3t

DEPRECIATION
At July l, 201 5

Chrrgc for thc ycsr

Eliminrtcd on di3posal

I,240,999

69,?09

4,864,t44
4?1,il7

|,121,706
229,t88

(5,90r)

368,745

96,404
(r,423)

6,160,595

856,4 I 8

(1,324)

Al Jtrrc 30. 2016 r-3r0-708 5.335.26t r -3(n-9q3 a63-77.6 7.2t9.6t9

NET I{X)X VALUE
At Jrx ta. Lla tatLJ J.lta.att tGtarJa! taJrt arS t.:ll..rr raaJat It.?gr.aa3

FULLY DEPRECIATED ASSETS
At Jtrnc 30' 2015

At Jnnc 30' 2016

381,t43
588 436

132,248
243.424

5 r 3,39t
832.260

NOTES TO THE FINANCIAL STATEMENTS (Contlntr.d)

36 Propefi, Plant & Equlpmenl

Nol.
Thc frcchold land war rcvalucd in the financial ycrt 2OO412OOS by B. Kavivya, a registcrcd valuct. In thc yctr 201 l/2012, lisets undcr thc chslc! ofMoror vchiclcs, mschincry

and cquipmcnt snd oflicc cquipmcnt, furniturc snd fitting6 wcrc valucd by Chrptcr Propcny Ltd, who arc rcSistcrcd v!lucr5. A loss on Rcvllultion dua to imptircmcnt ofKshs.

796,509,710 was w/offto thc rc6€rycs. Aslct3 ofKshr.832,260.000 had bccn fully dcprccirtqd !t rt thc close ofthc yc!t, Thcsc rsrcts Ere howcvcr rlill in ule by thc Authority.

modcrn flcilitics, facility and infrastructurc uplift for Mrlindi lnd Wilson Airpon! and Ukundr Aintrip ctc
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At 30 June

is cslfllated
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TO

Intmgible

I{ct book

Transfers
Additions

FOR
REPORTS AND FINANCI,AL STATEMENTS
FINANCIAL YEAR ENDED 3OTH JI.JNE 2016

ruNANCIALST

20tsDol6
lGhs.'000

2014nus
Krhg'000

30,636
AUC

the year

26,306
yeaf

comprise costE incurcd on acquisition of computer software. Amo'rtigation

a stmight line basis over estimated useful life not excecding three years. The ERP

amortized.

s,
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ANNUAL REPORTS AND FINANCTAL STATEMENTS
FOR THE FINANCI,AL YEAR ENDED 3OTH JI.INE 2016

NOTES TO THE FINANCIAL STATEMENTS (Continued)

38 Inventories

Inventories comprises:-
Hardware

Electrical, Electronics & Electro-Mechanical

Stationery & Office Supplies

Petrol, Oil and Lubricants

Motor Vehicles Spares

Environment & Cleaning Materials
Fire & rescue spares

Inv-Obsolete Stocks

20tst20t6
Kshs.'000

201412015
Kshs.'000

2,526

16,553

22,848
3,789
1,522

624

28,078
9,963

2,U6
16,m7
23,til
&{le
vn
l33t

23,517
9,963

rr 85.904

Less provision for obsolete stock (9,963) (9,963)

?iaJx3 75.941

Inventories are stated at the lower of cost and net realisable value. The cost of inventories comprises

purchase price, import duties, transportation and handing charges, and is determined on the moving

average price method.
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THE FINANCIAL YEAR ENDED 3OTH JUNE 2016

STATEMENTS (Contlnud)
n,5t2l0lo
Kphr.'Ofl)

nunn$
KrLr.'0lX)

39(e)

3e(b)

39 (c)

Projcct

rccohrblor

3,218,014
78,790

4,043,684
1,608,881

120,451

rcccivablcs - Noic 39 (b)
39 (c)

rcccivablcs

(518,851)
(78,790)

20t1t?i0l5
Krha'0fi)

499,372Ag

and corricd at original invoicc amotmt lcss spocific provisions for uncollcctablc dcbts.

18,789,626.45 tcrn d@o6it wifi Prudcntial Bank uthich is udcr Roeivcrship. Thc ammt lns
fc.

Dtbt Provhhn

rtocirtblcs arc

TOTHE

rnd othcr

rtd Othcr

- Othcrs
rccelvablcs

tE(
tredc rnd

provkloEr

frr bod and
Pro,isions

ftr othcr

July I

retc
ntnc 30th

Dcpolt!

rclabs to I
fltlly

luoivablcs
Drpocit
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

40 Balances held in Reserve Accounts

Barclays Bank Paris-AFD Loan Reserve Account

Barclays Bank Kenya-AFD Loan Debt Service A/C

4l(a) Cash and Cash Equivalents

Cash in hand and at bank

Call Deposits

Treasury Bills
Fixed Deposits

4l(b) Airstrips Fund Cash Balance

Cash at bank

Treasury Bills
Fixed Deposits

42 Airstrip Fund

As at I July
Received during the year

Interest earned

Total Receipts

Airport disbursements (GOK grants)

Airstrip disbursements
As at June 30th

2015t2016

Kshs.'000

t.560,639
446.600

20t4t20ts
Kshs.'000

1,269,890

t60.457

2,007J39 r,430,347

These are cash balances held in both Barclays Bank (Paris) and Barclays Bank (Kenya) under special

security arrangements with AFD in respect of servicing of the long term loan for Jomo Kenyatta

International Airport rehabilitation, and Moi International Airport pavements and Expansion projects

These funds are not available for day to day operations of the Authority.

20t512016

Kshs.'000

r.357.{49
42.37E

97.E77

2. r E9.0E9

201412015

Kshs.'000
1,433,802

9,41t

t.799.871

3.6t5.793 3.243.084

Inctuded in the Fixed deposit is an amount of Kshs. 409, 140,016.38 being a revolving fund facility with
Housing Finance for mortgage facilities for the Authority's staff.

2015t2016
Kshs.'000

393.24r
6t8.3t7
696.450

20t4l20ts
Kshs.'000
r ,698, l 68

t.267,626

t.77&0ts 2.965.794

t
I

(

(

I

I
(

2015t2016
Kshs.'000
2.965.7e4

20t4l20ls
Kshs.'000
r.596.956

62 t.90 t

22E,634

5,326,866
t6t,079

E50.53' 5.487.945
( I .702.452 )

(335.7921
( r ,843,689)
(2.275-418\

1,77E,0t3 2,965,794

The Airstrips fund relates to amounts received from the Ministry of Transport and Infrastructure by the

Authority on an agency basis to be utilised on development, maintenance and rehabilitation of public

airstrips in the country.
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NOTED TO THE FINANCIAL STATEMENTS (Continued)

43 Trade md Other Payables

Trade Payables

Pensim Liability'
Security Deposits
Tax Lhbility
Retendon payable
StaffCreditors

44 LongTerm Loans

WorH Bank Loan -Nbte +S(a)
AFD Loan -Note 45(o )

Due within I year

Dueafter I year

2015t2016
Kshs.'000

2014t2015
Kshs.'000
Restated

1,63t,71?

2,021,154
t5,ott

532,417
e4rr5r

9,711

1,493,077

1,167,900

75,795

991,618
30,152

5,2:is.3at 3,759,442

*Pursuant to Treasury Circular No. l8 of 2010, the Authority discontinued funding its Defined Benefit
Scheme on0ll07l201l. An actuarial valuation dated3l/1212015 revealed a deficit of Kshs. 1.167
billion which has been accrued in the 2015/16 financial statements.

20tst20t6
Kshs.'000

20t4t20t5
Kshs.'000

2,371219
Ltn3t2

2,536,991
7,806,168

llr{1,531 10.343.059

5l0,tt4 173,503

tqri3.7 10,169,556
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NOTES TO THE FINAIICIAL STATEMENTS (Continued)

44(a) World Bank loan

Balance b/f
Received during the year
Refund of unutilised Loan to Int'l Development Association IDA
Repayments during the year
Total loan outstanding
less: Amounts due in one year
Balance c/f

U(b) Analysis of World Bank loan per project

Northem Corridor Transport Improvement Project
Kenya Transport Sector Support Projects

less: Amounts due in one year

44( c ) Agence Francaise De Developpement (AFD) Ioan

Balance as at lst July
Amount Received
Exchange Loss

Loan Repayment
Total loan outstanding
less: Amount due in one year
Balance c/f

20r52016
tGh.'tm

20t4t20ts
Kshs.'fi)O

2,018,100
692,294

( I 73.503)

2,536,&)l
6t"206

(33,647)
(2ml3l)
2$t3te
(2m23r)

2,536,891
0 73.503)

11ru90E 23631388

2015120t6
Kshs.'000

201412015

Kshs.'000

u74.012 2,487,666

n2a7 49,226

2$t2t9
000J31)

2,536,992
(l73.503) I

(

(

2,l7qs 2J63,389

The Northern Corridor Transport lmprovement loan is denominated in Kenya Shillings with a duration of 23

years from 2004,a grace period of8 years and 5o/o interest rate per annum.

The Kenya Transport Sector Support Project loan is denominated in Kenya shillings with a duration of 23

years from 20ll,a grace period of8 years and interest rate of 5o/o per annum

20tst20t6
Kshs.'000

7,t06,16t
t.202, t 52

17t,945
(30e.953)

20t4t20ts
Kshs.'000

3,430,000
3,580,816

795,352

(

7,8060168

&s57J8e 7,806,168

Agence Francaise De Developpement are co-financiers in the construction of Terminal I A and a
multi- storey car park which are part of the expansion and upgrade of facilities project at Jomo
Kenyatta Intemational Airport. The USD 93 million principal loan has a duration of 20 years from 201 l, a

grace period of 5 years and interest rate at libor plus2.75o/o per annum.

&trrJt2
(309.953)
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45 Provision for liabilities arid charges

At lst Ju$ 2014
Net increase charged to prgfit and loss

Utilized drring the year 
l

Unutilised & Reversed during the year

At 30 Jute 2015

Less; cunent portion l

Non curront portion

At lst July 2015 
l

Net increase charged to profit and loss

Utilized during the year

Unutilised & Reversed during the year

At 30 June 2016

656,561 150,000 87 ,289

(96,544) ( 100,000)
(s0.000) ( r 4,1 48)

Staff Bonus
Kshs.'000

Dividend
Kshs.'000

Leave Pay
Kshs.'000

Others
Kshs.'000

364,904
397,820

(l 05,033)

Total
Kshs.'000

1,258,754

397,820
(30 1,576)
(64,r48)

I

I

I

)

560,017 73,140 657,692
(397,820)

1,290,849

(397,820)

560,017 73,140 259,872 893,029

560,017

(560,017)

128,886

73,140

(20,370)

657,692

l,064,5ol
(78,172)
(58,557)

1,290,849

1,193,387
(78,172)

(638,944)

128,886 52,770 1,585,464 1,767,120I

)

)

t
I

I

)

I
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NOTES TO TIIE FINANCIAL STATEMENTS (Continued)

i

I
1

46 Tax expense/ income
Tax 20tst20t6

Kshs.'000
20t4t20ts
Kshs.'000

(293,q)0) (639,528)
57t 345 629

Profit and Loss account
Current Tax at 30%(2015/16:30o/o)
on the taxable profit for the year
Deferred Taxation charge(credit) (note 47)
Tax Expense

571,t5 t 345,629
1l I

The income tax based on accounting profit before taxation differs from the theoretical amount that is

computed using the applicable tax rate as follows:

20rst20t6

Kshs.'000

20t4t20ts

Kshs.'000
Accounting profit before taxation 4.66t.066

1,398,320

Balance Sheet
Balance bfud
Charge for the year
Balance cfwd

Tax applicable rate of 30o/o (2015/2016:30o/o)
Tax effects of:
Net (revenue )/expense not deductible for tax purposes
(Reversin g)/originating temporary d ifferences

?79,4t5

(207,634) (1,052,691)
(332,929) (l 12,199)
2*'y22 233,430

t
i

I

1

{

(

t

il
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AL REPORTS AND FINANCT.AL STATEMENTS
FINANCAL YEAR ENDED 30fi{ JTJNE 2016

STATEMENI S (Contin ued)

is calculated using the income tax rate of 30% Q0l5ll6 -30%).
deforred income hx aocount is as follows:-

20,5nu6 20l{n0,j

Ifthr.'0fi} I&hr.r0fi)

of the year (318,958)
112,199) to Profit or [.oss

movoment on

TO IITE

at tho

ofyerr

Tar

moome
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

48 Notes to the Statement of Cashflows

48(a) Reconcilietion ofoperating profit/(loss) to cash gencrated from (used in) operations

(

2015t20t6 20t4n0,5
Kshs.'000 Kshs.'000

Operating profit before tax
Depreciation and Amortization Expense
Amortization Income
Write back on provision
Gain /(Loss) on Disposal ofproperty, plant and equipment
Net Exchange loss/ (gain) on Forex
Interest received
Material lnventory gain
Provisions

Operating profit(loss) before working capital changes

(lncrease/decrease in inventories
(lncrease)/decrease in trade and other receivables
Increase/(decrease) Trade payables and accruals
Increase.(decrease) Deferred Tax Assets

Cash generated from/(used in) operations

48(b) Analysis ofchanges in loans

Balance at beginninB ofthe year
Receipts during the year
Refund of unutilized WB loan amount
Repayments during the year
Balance at end ofthe year

48(c ) Anslysis ofcesh and cash equivalents
Balances held in Reserve Accounts
Treasury Bills - KAA
Treasury Bills - Airstrip Fund
Short term deposits - 11,44
Short term dcposits - Airstrip Fund
Cash at hand and bank - KAA
Cash at hand and bank - Airstrip Fund
Balsnce at end of the year

2.59t2t4 4,66t,066
903,821 804,530

t155.02t) (151,406)
(6Jt,9,16) (64,148)

2.917 (22,882)
2lt.t00 $20,764)(9t.t09) 67,236)

170 22,379
l.l93Jt7 405,463

@
(1,004)
e3,92r

309,tm
( 125,170)

17,318
(2,433,t23')

(r 50,867)

zt3its t2.s66.6731

9.547.7(x
r.270J57

(33.647)

5,448,097
4,273,1t0

-, (5l0.lU)------1173JPf)
L,Ila.r;rL 9,547,704

2.00ur9 t,430,347
n.n7

6tt,3t7
223t167 t,809,282
606,'150 1,267,626

1J57.,149 1,433,802

_ _-"_-__u3,2l! 1,698,168
T07altt 7,639,225
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

49 Commitmenls
201512016
Kshs.'000

230.727

2014t7015
Kshs.'000

't.786.220

)
I

a) Contracted but not provided lbr in the financial
statements.

b) Commitrnents approved and authorised but not
contracted fbr at lhe close of the year,

c) Letter ol'oedit issued

50 Contingent Lhbilities

Total exposure to KAA following legal suits filed by third parties are as follows:

I 73.687 382.89 l

30t.054

i) Relief and Mission pending invoices for Apron buses Kshs 35,431,272. This was after the termination of contract in the public interest.The
Authority has been served with aclaim for unpaid concession fees and damages. However, no provision is required in the financial
statements as the liability will not crystallise.

ii) Kshs 290,000,000 relates to legal suits involving KAA vs Diplomatic Duty Free Ltd&orld Duty Free. In the opinion of management, no
provision is required in the financial statements as the liability will not crystallise

iii) World Duty Free case arbitration Award was approximately (US$ 49,000,000) Kshs 4 billion, Whereas the Authority has appealed

against the arbitral award, there is positive indication ofresolving the matter amicably therefore in the management's opinion, no provision

is required in the financial statements as the liability will not crystallise.

iv) Allan Mwangi Muturi vs KAA. The claimant seeks declaratory orders for unlawful termination at Kshs 46,077,044.

v) Edward Mwaniki Njau & others vs National Lands Commission & KAA. The plaintiffs are seeking compensation for compulsory
acquisition of their parcels of land in Embu at Kshs I 12,078,940.

vi) Arthur Omollo & 2 others vs AG & 2 others. A suit by the plaintiffs claiming ownership of property LR No.l3512 in the name of
Mulolongo Brothers Association at Kshs 1,357,550,000.

vii) Galot Holdings Ltd vs KAA KCAA AG of Kshs 504,335,500. A suit by the claimant seeking an injunction to restrain KAA from
acquisition of LR No. 24092 along Mombasa Rd .

viii) Baseline Archilects Ltd & 3 others vs KAA. Proceedings emanating from arbitral award by F.Kairu vs KAA of Kshs.404,870,293.

ix) Queensquay vs KAA for a claim seeking compensation for outstanding fees & wrongful termination ofcontract totalling US$
3,337,7 08.64 ( Kshs.35 1,3 I 9,5 I 2).

x) H.C Misc. App. No. 86 of 2008. Republic vs M.D, Kenya Airpors Authority, Exparte; Patrick T. Kanyuira HCCC No. 268 of 2012
Kenya Commercial Bank-vs- Patrick Thoithi, KAA (As 3rd Party). The Plaintiff is seeking compensation from KAA for loss and damages

sustained in the sum of Kshs. 992,336,004.00 plus general damages of Kshs.l0 million and costs.

xi) HC Misc. No. 1382011, HCCC No. 1241201I & CA No. 26212012 Kisumu KAA v Moronge & Co. Advocates.The Court of Appeal

sustained the High Court's taxation of the Bill of Costs to Kshs. 1.2 million.

xii)HCCC No.68 & 69 of 201I Kisumu KAA v Otieno Ragot & Co. Advocates. Projected exposure to the Claimant is about
Kshs.25,000,000.00.

xiii)HC Misc. Civil Appl. No. l8 of 2016 KAA vs Kwale County Government Kwale County Government the respondent in this suit has

purported to impose rates for Ukunda Airstrip amounting to in excess of Kshs. 43,221,3101=

xiv)HCCC No. 530 of 201I Kensetsu Kaihatsu Ltd v KAA. The Plaintiffls claim is for the sum gf Kshs. 87,379,514.00 as damages against

the Authority for the unlawful use of its designs in the construction of the Isiolo Airport.

xv)HCC No. I 824/2000 Spellman & walker Co. Ltd vs Kenya Airports Authority.The Plaintiffs KAA is for kshs.l 16,000.00 in respect of
the balance amount owing to the Plaintiff by KAA for allegedly professional services rendered to the Defendant at their request.

I
)
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

50 Contingent Liabilities (Continued)

xvi)Civil SuitNo. 169 of 2015 MosesAskwithMulehi vs KenyaAirports Authority thePlaintiff seeksreliefsof special damagesof

Kshs.497,040/=, general damages tbr psychological torture; costs ofthe suit, and any other reliefthat the Court might deem fit andjust to
grant. This allegely afrer the Authority's employees and/or agents negligently lit fire at Kitale Airstrip, which fire spread down parcels of land

of l3 acres and I acre respectively containing mature sugarcane and trees.

xvii) Case No. 1582 of 2015 Kenneth Vincent Kaunda vs Kenya Airporls Authority. A claim for unlawful termination of employment at

Kshs.13,810,256.

xviii) Case No. 1794 of 2015 John C. Thumbi V KAA. A claim from a former employee to be reinstated to the full position held before

interdiction, 3 months' salary in lieu ofnotice, accrued salaries and allowances , accrued but unutilized leave days, severance pay and

damages for wrongful termination at Kshs. 26,461,741.37

ixx) NRB HCCC No. 555 of 2004 Samay Singh & Manorama Singh -vs- Kenya Airports Authorfty ln this suit, the Plaintiffls claim against

the Defendant is for special damages in the sum ofKshs. 9,099,100 being compensation for the alleged illegal demolishing ofthe Plaintiffs'
perimeter wall on LR No. 9199. The land in dispute is within JKIA land title LR No. 21919.

xx) HCCC No 379 of 2009 David Marona Singale v Kenya Airports Authority Instructed on 29 July 2009 Claim by former employee for

damages assessed in sum of Kshs 62,901,060 for alleged illegal and unfair dismissal.

xxi) HCCC NO. 566 OF 2010 Chapex Limited vs City Council of Nairobi & KAA. The Plaintiff even after paying concession charges was

still harassed by the lst Defendant's officers. The Plaintifl amongst other claims seeks damages and harassment totaling to

Kshs.450,000.00/=

xxii) Case no 542 of 2012 Elvis K. Likobele vs KAA. Summary dismissal of the Claimant at Kshs.27,508,267.

xxiii) Claim by a contractor,A. A. Bayusut for idle plant amounting to Ksh. 124,849,200 and Ksh. 4.83M dated26 April 2014, l5 June 2014,

3 I July 2014 and I Sept 2014 for personnel. This is yet to be negotiated.

xxiv) Claim of Kshs. 5 3 8, I 56,68 I , being extra works carried out by the contractor, CATIC.

xxv) Claim for taxes and duties paid by the contractor, Synohydro, yet to be agreed on.

xxvi) Kshs 538,993,815 for Kenya Civil Aviation Authority which relates to l5% ofthe proceeds from externaljourneys which is still under

negotiation. No provision required in the financial statements as the liability is unlikely to crystallise.

5l Revaluation Reserves

The revaluation reserve relates to the revaluation of certain items of property, plant and equipment. As indicated in the Statementof Changes

in Equity, this is stated after transfer of excess depreciation net of related deferred tax to retained earnings. Revaluation surpluses are not

distributable.

52 Currency
The financial statements are presented in Kenya Shillings Thousands

53 Staff levels

The number of persons employed by the Authority at the year end was 2,087 (2014/15:2,072).

54 Biological Assets

The Biological assets comprise oftrees that were planted at Eldoret International Airport in the year 2006. All the costs incurred to date have

been treated as expenses in determining the profit in each year they were incurred. The total proceeds from the sale ofthese trees minus the

incidental costs shall be recognized as income in the year ofsale. The assets were valued at fair value by Integrated Forestry Consultancy and

Management Services as per IAS 4l at Kshs 443M.
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Additional Information (Continued)

Five year Financial and Statistical Records

Aeronautical Revenue

Landing and Parking

Airbridge Charges

Other Aeronautical Revenue

Rentals

Concessions

Other Non aeronautical revenue

Airport Passenger Service Charge

Other income

Financial Income

20tvl2

Kshs.'000

2,362,023

275,391

524,653

902,000

217,426

3,064,904

r 06, r09

20t2/13

Kshs.'Ofi)

2,754,311

292,724

s70,406

937,616

369,898

3,434,747

t78,934

20t3t2014

Kshs.'(XX)

2,s23,ss0

t9,369

4,803

567,041

r,408,9r 0

287,496

6,211,930

73171

92,222

20t4t2015

Kshs.'000

2,751,477

r20,308

14,226

584,323

1,725,616

77,434

6,729,443

381,2t8

488,000

20t5t20t6

Kshs.'(XX)

3,031,6a6

t47.E53

rJ,il7

72t.t35

t,770.900

9E,107

6.7t9.3r3

3312(p.25

fl39.9r)
7,452,506 8,538,636 11,188,494 12,872,044 l?tq$a

Financial Costs

staff costs

Other Administrative expenses

Repairs and Mainteinance Expenses

Depreciation and Amortization Expenses

Othe Costs

I 10,990

2,t87,688

99s,939

469,t77

l,00l,3 l l

60,954

84,955

2,545,440

I,399,68 r

329,8t',|

740,248

34,156

75,270

3,097,080

1.410,282

441,057

804,053

56,462

r 60,000

3,787,544

2,711,062

741,551

804,s30

29,173

37r.330

{J50,477

3,436,103

r,0r2.320

903.&14

25,343

4,826,059 5,134,291 5,884,?03 8,233,857 9.?4067

Profit Before Tax

Taxation

2,626,445

(e43,089)

3,404,343

(939, l 80)

5,304,289

( r,8 r 2,000)

4,66t,066

(233,430)

\59t,2t1
(23t922)

Profit After Tax 1,683,358 2,465,165 3,492,289 4,427,636 2JCu62

I

70



KENYA AIRPORTS AUTHORITY
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Additional Information (Continued)

Five year Financial Performance

ASSETS & LIABILITIES:.

Non-Current Asseb

Property, Plant and Equipment

Intangible Assets

Operating Lease

201u20t2

KSHS'OOO

201212013

KSHS'OOO

2013t2014

KSHS'000

30.7 l 2.308

4.331

5,729,915

2014t20ts

KSHS'000

44.104.419

34,099

20t5t20t6

KSHS'OOO

t9.273.259

4,899

5,869,334

23,897,495

2.309

5,799,624

51,757,045

782,058

Total Non-Currenl assets 2s,t47,492 29,699,428 36,446,sss 44,138,s17 52,539,t03

Current Assets

lnventories

Trade and Other Rcervables

Reserve Account

Cash and Cash Equivalents

Arrstrips Fund Cash Balance

Defened Tax Asset

92,738

2,409,267

s13.220

I , I 83,589

I ,59 I ,798

82.965

I .91 5,140

733.864

3, I 75,090

1,691,564

ql rso

6 6aq )71

|.022.676

I .785,619

1,596,956

75,94t

9, I 32,395

1,430,347

3,243,084

2,965,794

76,944

9,038,47s

2,007,239

3,686,793

I,778,085

t26,170

Total Current assats s,790,612 7,598,623 11,191,782 16,847,s61 16,713,706

TOTAL ASSETS 30,938,104 37,298,0s1 47,644,337 60,986,078 69,252,EO9

EQUITY AND LIABILITIES

Capital and Reserves

Govemment Grant

Revaluation Reserve

Retained Earnings

7,500,529

988,739

l 6.s29.856

7.824.087

988,739

I 9.587.985

9,089,453

988,739

26.201.868

I 2,866,080

988,739

28.566.354

I 7.338.1 55

988,739

30.896.829

Capital and Reserves 25,019,124 28,400,81I 36,280,06t 42,42t,173 49,,23.724

Non- Current liabilities

Airstrip Fund

Long Term Loans

Defened Tax Liabilitv

1,591,798

2,108,967

22s.287

I,69 I,564

3,944,606

256,117

1,s96,956

5,343,200

3t 8,958

2,965,794

I 0,1 69,556

206,759

I,778.085

10,738,347

Total Non-Currant Liabilities 3.926,052 5,892,287 7,259,114 13J42,109 12,516,433

t

Current Liabilitles

Trade and Other Payables

Cunent Portion of Long Term Loan

I . I 82.498 r,8ss,388

r 04,900

l -044.659

2,741,509

104,900

t ^258-754

3,758,442

I 73,503

r -290.849

5.235,349

510,184

1 767 120Provisions for Lirbilrties and Charqes 8l 0.43

30,938,10s 37,298,04s 47,644337 60,986,078 69,252,EO9TOTAL EOTIITY AND LIABILITIES

7t
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Additional Information (Continued)

A
Five year Operational Statistics

2014t2015 2015t201620Lu2012 2012t2013 2013t2014Airport/Airstrip
105.3539s. r 85 99.716Jomo Kenyatta Int. Airpot 98,276 90,993

21.0 r 8 21.20723.316 24,050Moi Int. Airport 25,906
5.7 55 6.624 8,9934.302 s,1 56Eldoret Int. Airport

9l,88892.512 94,968 88,320Wilson Airport 94,877
5.903 6.485 7,6586.756 5,8s rKisumu Int. Airport

13.645 r I,564 12,212Malindi Airport 10.762 12,720
2.7373.610 3,419 2,720Lokichoeeio Airport 4,253

13.929 14,76012.633 r 2,098 12,944Waiir Airport
3.765 3.222 3,5534.661 3,804Manda Airstrip

9.9007.870 9.034 8,096Ukunda Airstrip r0,908
5,050Other Airstrips

283311268.668 261,694Total 273,334 257,930

2014t20t5 2015t2016201u2012 2012t2013 2013t2014Airport/Airstrip
6.768.2556.129.225 6.066.134 6.428.s99Jomo Kenyatta Int. Airport 6.462.169

1.296.424 r.239.5331.417 .954 1.290.436 l,358,530Moilnt. Aimort
212.778l r 3.068 140,051 176,067Eldoret Int. Aimort 91,399

339.714 316.155 368,029304. I 56 304,847Wilson Airport
364.329270.222 301,606 37r,3r8Kisumu Int. Airport 285,09s

r0r.303 r43,868102.000 90,0s4 96,589Malindi Aimort
7.398 5,585 5,76813.746 I1,993Lokichoggio Airport

117.18382.542 83,681 101,275Waiir Airport 72,363
37.236 61,76346.604 41.258 48,485Manda Airstrip

114.791s6.686 59,335 55,207Ukunda Airstrip 59,803
68,482Other Airstrips

8.501.s23 8.889.169 9,464,7798.855.289 8,390,331Total

2015t20162012t2013 2013t2014 2014t2015Airnort/Airstrip 20tu2012
244.103.s90 235.346.507293.256.724 258,5s9,003 261,647,321Jomo Kenyatta Int. Airport

4.052.5364.203.491 4.049.681Moi Int. Airport s.725,524 4,293,579
11.49s.062 11.224.4977.241.256 9,673,609Eldoret Int. Airport 6,329,891

3.880.709 3.534.664 3.39s,8292.975.776 4.894.336Wilson Aimort
11.260Malindi Airport

1.07 r.900 1.r 31.509 252,966807.730 864,854Lokichoegio Aimon
254.283.59527s.853.028 280,477,030 264,314,506Total 309,095,645
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Additional lnformation (Continued)

TOTAL ASSETS IN KSHS BTLLIONS

N ts

TOTAL NON-CURRENT ASSETS TOTAL CURRENT ASSETS TOTAL ASSETS

\o
mn

,+v

I J

\207512076 t2074/2075

EQUtTy & LtABtLtTtEs tN KSHS BtLL|ONS

CAPITAL AND RESERVES TOTAL NON.CURRENT LIABILITIES TOTAL CURRENT LIABILITIES

o,qf

N

m

@

h

Y2075/2076 t201_4/2075

IJ IJ
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Additional Information (Continued)

PROFIT AFTER TAX KSHS IN BITLIONS

RESERVES KSHS IN BILLIONS

49,22zotslto

42.42zo1.4l1.s

36.2A207311.4

28.402072173

25.O2zOLyL2

\
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Additional Information (continued)

I

I

(

I

(

i

(

CAPITAT EXPENDITURE KSHS IN BILLIONS

T CAPEX

20t4l2OLs

207217?

3.02O7Ll72

z0tsl2OL6

8.32OL3l2OL4

5.8

NON.CURRENT & CURRENT ASSETS KSHS IN
BttuoNs

25.15

20ttlt2 20t3lt4 2Ot4/ts 2OLslL6

5

20r2lt3

r Total Non-Current assets r Total Current assets

I
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Informafion (Continued)
F

lsouRcEs oF REVENUE KSHS rN BTLUONS

20ry72 .2O121L3 .201.311.4 .2O1.411.s .201sh6

6.7 6.7

2.8 2,E

1,.7 t.E

o.9

Rentab Concessions

MAJ

1.4
3

.5

0.5 0.6 0.6 0.6 o.7

and Parking

OR

Airport Passenger

Servke Charge

TOTAT INUTUBTR OF PASSENGER TRAFFIC tN MILLIONS

l

7.q

s.d

'{
a{

,.{

,.[
,f
op

I
lnt, Airport Moi lnt, Airport Others

.2}1yt2 t2O12/L3 tzOt3lto .2}t4h5 !2015/16

1.5t.2
o.7 0.7 0.8

tomo xenrftta

I
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Additional Information (Continued)

(

NUMBER OF DOMESTIC PASSENGERS IN
MILLIONS

r Arrivals r Departures

1.8

1.6

201,3174 2}t4lts 201511,62072/t3201.1./72

NUMBER OF INTERNATIONAT PASSENGERS IN MIIIIONS

I Arrivals I Departures Transit

20t3h42o11lt2 2074115 2015116

2.8

)012113
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Additional Information (Continued)

DOM$STIC AIRCRAFT MOVEMENT Iil THOUSANDS

r Landings aTake-olls

2011/12 2ot3l142012113 lot4lts 2015176

INTE RNATIONAI ATRCRAFT MOVE MENT ! N THo USAN DS

llandings rTake-olls

zlfan 20t2113 201,41152013114 2015116

I

\
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Additional Information (Continued)

)

AIRCRAFT MOVEMENT PER AIRPORT IN
THOUSANDS

t20lv12 .20L2113 t 20t3/t4 t 2Ot4/L5 .20tslL6

Wilson Airport Moi lnt. Airport Other Airports

10s
100

2t 2tt7 18

Jonm Kenyatta lnt.
Airport

CARGO MOVEMENT IN MILTION TONNES

t201t./72 .2fil2l1t .20l3lt4 t201475 t2o15h6

Other Alrportr

555rb 2ott/12

JorrD (e,nyatta lnt.
Alrport

- 20tslL6

zolqrs

2O73h4

20r2lt3

I

,/

i
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Additional Information (Continued)

OUR AIRPORTS

JOMO KENYATTA INTERNATIONAL AIRPORT
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Additional Information (Continued)

MOI INTETTNATIONAL AIITPOR'T
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Additional Information (Continued)

ELDORET INTERNATIONAL AI RPORT
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Additional Information (Contin ued)

WILSON AIRPORT

I
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Additional Information (Continued)

KISUMU INTERNATIONAL AIRPORT
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Additional Information (Continued)

MALINDI INTERNATIONAL AIRPORT
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Additional Information (Continued)

LOKICHOGGIO AIRPORT
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Additional Information (Continued)

UKUNDA AIRPORT
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