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ort essinq Zortes Authority

I E B USINESS

p,J.

the Vision
Who we want to be

l

b.rt Mission

"(o Ge tfie Leaftng, gto\atty competitive

Agency _fo, tfie (Promotion of f,aport

Orient e I I nv estments anf trafe "

"to f,fficientty,Afiroct anf futain f,xport

Orientef Inr.testments an[ trafe"

What we want o achieve

(
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Our

Export Processing Zones AuthoritY

Our willingness to

cooperate and work

together to achieve the

corporate strategY

innovate new ideas to
our products and

operations to adaPt to
new environment

Our qualiry of work
enable it to Provide
timely, high qualitY

solutions to its
customers

Core Values

(lore values drc ottr gtriding principles anel lbrn tha fbundation o/'ottr

c'ttllttrc.'l'he-r- gtridc ttur bttsiness processes tmd underpin eqch uctirtrt n'c

tukc. These vulues ure:

Our firm adherence

to ethics and fidelitY to

doing right

Our high level of
excellence in delivering

results to stakeholders

t

lnteg rity
Teamwork

lnnovation

Governance

Eff iciency

$ Annual Report and Financial Statements for the year ended 30th June 2015
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Corporate Information

urport Processing Zones Authority

Registered office
| *-,pm;#.fu;r:','

P.U. Box 50563 0021)0

Administration Buildi ng

Viwanda Road, Off Nairobi

Namanga Highway

Nairobi, Kenya

.t'

Contacts

Telephone ( 2l5.Xi -45 56210C0

af71a. nc1 \-)ala\)t \2'wJLLt L/ a

0733-683222

E-mail. rnfo@)epz;rkenya.com

Website: www.epzakenya.cotn

Bank Of Africa
Re-insurance Plaza, Taifa Road

P.O Box 69562-oo4oo
Nairobi, Kenya

Co-operative Bank of KenYa
Co-operative Hottse, Haile Selassie Avenue

P.O tsox 4823r-ooroo
Nairobi, Kenya

Housing Finance
Rehani House, Kenyatta Avenue/Koinange Street

P.O. Box 3oo88-ooroo
Nairobi, Kenya

Bankers

National Bank of Kenya
Haile Selassie Avenue
P.O. Box 45219-oo1oo
Nairobi, Kenya

Kenya Commercial Bank
Kajiado-Namanga Road

P.O. Box tz6-ooz4z
Kitengela, Kenya
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Export Processing Zones Authority

t&#hffi \r',{t}.**i:

IncorPoratron

The ExPort Proctlssitrg Zones AuthoriW was esttrblishecl in 1990 through the ExPort Processtng

Zone Act (CaP 517\, fot the Promotion and facilitation of export oriented investments and the

cleveloPment of trn enabling environment for investment in the export sector The EPZA is a state

corporatiott, ut1cler the Ministry of lndustry , Trade & CooPeratives'
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As stiptrlatcd in thc El'Z Act of tggo the olrjcct and the pttrpose of establishment is to
Efficicntly Attract eurd Ilctain F)xport Oriented Itrvestnrctrts and Trarde; the Authority's
Key' actir.ities are:

I)cvckrpnrcrrt ol'all aspc(:ts o['thc cxport 1lt'i.rccssittg zor]('s rritlr pirrtit'ttlttt' tttttpltitsis otr provision of
advicc on thc rt'nrovitl of inrpcrlinrcttts to, irnrl ct'r:lttion of inc't'tilirt's lirl'. t'r1t<lrt-tirit'uteci I)ro-
cltrctiou irt arcas tlcsig,tuttetl as exltort ltrtlt:essiltg zollcs;

Iir'.qulirtiorr ancl aclministrirtir.lrr t,1'applovt'cl irLrtir itit's u ithilr tltt' r'xltttt't ltt'ot:essittg zttttcs: itncl

Proter:tir.ln o1' .qrlvcrnrltcrnt rtrr"cnttcs rttitl lilrt'ign (:ul'l'cn('-\ r'ilt'tliligs.

TheEPZ program is a key economic clevelopment pr<lgram of the Governmeut of Kenya (GoK),i'i:''

I

I
a

I
I
;

To promote exports

Create jobs

Alt ract fo reigl n dir ect irt ue.shrtc nt ( F DI )

Increase cott.stattpfi c,n of local resoltt'ces j,

, ii

i :n,

t,'!,
to loctil contprJ,flreS aitd.

{'t Annual Report and Financial Staternents for the year ended 30th .lrrrre 2016
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Why partner with us

'l'ux benqfits:

Export Processing Zones Authority

a

r)

a

o

10 lJeat corporatrt int(tntc tox ltrtliclny antl ct z5'% tax rctte 'fitr o JLu'ther 10 LJean's thereafter

( e xc e p t Jb r Il P Z c o r t tt rte r ci ul c n f c rp ris cr's ) ;

1o aeu. tuitlitold.irt<, tax lu-tlitlc4y ort cliuiclertcls cnd other rernittcutces to non-residertt parties

( e xcept fcn' IiP Z 
"rr 

r r r,7 1 sr t:i (tl I i ctt t ce e n t e r pr i s e s) ;

perpetual exerttptiort J-t orrt VA',l', <nul cu.sforrts import dttty ut itrtl)orted inprtf's - I'QLLI

rnaterials, rttocltinet'y, r1ffice etltLiprnent, ce,tain petroleurtt fuel Jin' boilers and getteratot's'

building mateyials, otlrcrsrrpplies. VA\' exentption olso applies on local purchrtses of gloods

anrr seruices strypried ht1 c<trrtl-tturics irr tlte Kerryanr c,stonrs territory or donrcstic nutrket'

Motor uehicles wltich cfut rtttt rcrrtctirt tuithirr the zrnrc, ntotor uehicle spore's cntd firels Jor

rrutlrtr uelic:les, ura nrtl t:liclil>lt'-litr clttttl rutlVA'I'exentysti<'trt:

Pet.Trcfiutlexetnptitstt.|t.ottl tlctytnenlo.|.stutttlldtLtytlttlegaltnstruttrcttts;

rcctol, htuestrtt.rtt clecrttctir, o, ,eLL) irtrestnrcnt in lipz btilcnngs ond- ntachi,er'lr, applicable

a

ouet'20 Uelt's

!:-* Annual Report and Financial Statements for the year
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- , ort Processing Zones Authority

tont..

. )llrrr Ker. Ilcnefits

gpcratiop untlcr a singlt,liccnt'c issrtt'cl b1-lil'2,\. lt,l>7,.\ sct'l<s to Itrittitttizc lrttrtrittlt:t'itc:f itntl

lcllripistrltivc proccclules an<1 lirt'ilitutc lic:crtsittg, st't ttlt rttttl olrt:t'lttiotrs of EPZ colttpanies'
'l'his inc,ltrclcs rtxcrnption frorn crrnrplitrnce rvith vltt'iotts Iittrs sttt:lt its tlttr Statistics r\ct.'fhe
Authoritv ircts as tlrc primarl, lic:cnsing antl rcgulatclt't' ugcttc:r on bchalf of the governntt:tlt,

altl collects all requirccl inlbrmirt'ion attcl clata ironr the c:oinlxttties firr fr.trtlter collation ancl

rcporting;

ILapid Proiect approval (fbr licrtrnsing) rvithin 3o clavs ;

N6 exchalge controls - liberalisccl firrcign erxc:ltangc regitne rtncl casl' rellatriation of capital

ancl pnrfits, itccess to lbreign cul'rcncl rrccrtunts, tlourcstic autl of'fshorc borrorving;

Olsite clstoltls clocurnentation trncl inspectiott It1' custotns statT. All zoucs have a rcsident

custonrs <tffice ftlr on-site customs documeutittiotr ancl clcarance. A setlior re\/enue officer is

attacfied to tfuc EI,ZA rnanager]rent to assist in all custotns; rclated urittters;

Unrcstlir:tccl investtnetrt bv fcrreigners;

Opc-Stey-r-Shop scn,icc lbr facilitation ancl trftcrcaler - FIPZA's Opcrations ancl Investor Sup-

port assists new, contpanics ancl llrrtvick:s hcllt tttttl it<lvir-:tr itt thc tll'ctls of staff rercruitmt:nt,

lirlt1.;ur rcgulatiols, u,grk pennits, itnport-t:-xltort logistics, liplllic:tttion lirr trtilitY connec-

tions rtucl rcgistratiotr u'ith ttrx atltltot'itiers-

o

o

f-- r'...

W
i'-S
'rs

i
J-&*

ffi

a
\,n
rqrry

hs
a

a

ti,'i '
,* i,
s0-,

;

,}
ali

" .;J''

)r,

.l
.,



*- ui#rna,tl*-*

Physical infrastructure benef its :

o All zones are built to exacti.g interrratio.trl sttr^c{nrcls a^d provicie facilities suited to exp.rt procluc-

tioni

serviced lanci ancr reacry factorv btri..li^gs are- avtrirabre for sare or lease to ricensed EPZ companies'

Water,sewerage/electricity,allweathc-rr().lLlsan(lanillumirratedperimeterfenceorwallarestand-
ard requirements for zones;

Zone developers provicle 24 hotrr secttrity, street lighting' landscaping ancl street cleanirrg services in

the zones. Private garbage collectiorr firms are retained to dispose of normal office waste; and

.L/,1-.. \

-.;--f
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erpoilt Processing Zones Authority

WHat Wi Ds Eont.

I

lnvestment opportunities in the EPZs

A. Resource Based Product

FOOD PROCESSING
. Fruit juices, fruit preserves
. Canning of fruit and vegetables
. Frozen fruit and vegetables
. Coconut desiccated, creamed
. Meat processing and canning
. Marine and freshwater fish processing
. Horticultural processing and packaging
. Dry and blending herbs and spices
. Hotel/airline food portion suppliers
. Processed dairy products

. Seasoned and treated wood

. Rulers, drawing implements

. Furniture (CKD, veneer, bamboo/cane/solid wood)

. Wooden Flooring and other building timber

LEATHER AND OTHER ANIMAL BASED GOODS
. Tanning of hides and skins (including exotics skins: Nile

perch,
. ostrich and crocodile)
. Leather handbags, footwear, bets, desk sets, folders, wallets
. Ostrich feathers dusters/fishing flies

BIIII,DING MA"TERIALS
. Ceramic tiles, enamel ware
. Granite/marble/lime

OTHER MINERALS
. Semi-precious stone cutting/polishing
. Caustic soda
. Jewelry and precious stone cutting
. Glass

B. Market Driven Products

I . COSMENTICS/ PHARMACEATICAL/ MEDICAL
. Disposal syringes
. Herbalmedicine
. Medicaments
. Hair products
. Cathiters and other medical disposables
. Perfumes

U

lnvestment

Opportunities

,th Report and Financial statements for the year ended 3oth June 2015 e



Export Processing Zones Authority

What We Bs Eont.

DeLaRue

f,f,

Forest Gole EPZ (toikiPio)
- lnvestment from KenYo,

- 800 emPloYees,
- Fresh Produce'Ollvodo (Murongo)

- lnvestment from Austrolio,
- 200 emPloYees,
- Avocodo oil. +

)+t

t
lvee Aquo (Athi'River)
- lnvestment from lndio,
- 80 employees,
- lnfusions, woter for injections'

Nodor (Athl'River)
- lnvestment from UK,

- World leoder in Dortboord Monufocture'
- 300 EmPloYees,
- ProcessingL oboul SO% of Kenyo's sisol'

Jungle Mocs (Thiko)
- lnvestment from KenYo,
- Processing mocodomio nuts'

- 540 emPloYees,
- Winner of toP 

.l00 
mid-sized

componies in 201 I - KPMG

New Wlde Gormenls (Athl'River)
- lnvestment from Chino/toiwon,
- Over 2 Mn. gorment Pcs Per month'
- 7,000 emPloYees,

Thomos De Lo Rue (Noirobi)
- lnvestment from UK,

- CurrencY & SecuritY Print,

- 300 EmPloYees.
- Exporting currency.

Gold Crown Foods (Momboso)
- lnvestment from UK (Globol Teos)'

- 300 emPloYees,
- Volue odded teo exPorts'

Y,
I(t'r lcltr
c;oID

  urTf,R of 6000

{:.f Annual Report and Financial statements for the year ended 30th June 2016 ffi



)rt Prqcessing Zones AuthoritY

I

Pdrformancg At a Elance

lre business performance of selectedEPZindicators in the last five years is as follows.

[e EPZ recorded increase in

T1

T1

anufacturing

Selecte d, EPZ Performanee Indicators,

G d Zones

t)
+++

En es Operating

nt - Locals

- Expatriates

To I Workers

E Sales

stic Sales t

To I Sales

Purchases ofGoods
Services

nt (cumulative)

Emplopnent

Exports & imports

Number of gazetted zones

Expenditure on local goods and sen'ices.

Number 44

79

3 043 35 01 39 961 46 27 50 53

421. 428 472 51,7 597

32 64 35 929 40,433 4 738 50 50

39 067 39 963 44,427 51 377 60 326

47

BZ

310 5,867

50 52 57

B5 B6

5,815 3 789

B9

KSh MiI-
lion

il

lt

I

3 375 4

I

42,442 44,273 50 94 57 192 64 115

27 443 24 973 27 473 29 467 30 81

6 297 B 027 7 7ZL B 1,70 9 043

26,464 38,535 48,004 44,278 47,258

2011 zo12 2013 2014 201s*Unit

{+ Ahnual Report and Financial Statements for the year ended 30th June 2016
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Leadership [lverview

Buard of Directors

Management leam

't

I
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rort Processing Zones Authority

THl: Et]AIiD ilF OII?TITilN$

Mr. Abdikadir Abdulla is the Chairman of EPZA.

Born in 1947, he holds Msc in Social Sciences

(Development Administration) and has over 30

years' experience in areas of local governance

and devolved system. Previously Mr. Abdikadir

was the executive Director of Northern Region De-

velopment Authority (NORDA) and Chief Execu-

tive Officer of Mandera County Council.

tr/r. Julius Korir is the Principal Secretary, State Depart-

ment of lnvestment and lrrdustry in the tr/inistry of lndustry,

lnvestment and Trade. Born in 1967, he holds tr/BA in lnter-

national Business and a BSc in Agricultural Economics.

He has wide experience in implementing best practices in

export trade promotion and market linkages strategies.

Previously, he was lndustrialization Secretary, in the then

Ministry of lndustrialization and Enterprise Development,

General Nrlanager in charge of Trade lnformation and Busi-

ness Advisory Services at the Export Promotion Council

and the Acting Managing Director for the Kenya lnvest-

ment Authority.

K. Kodf

f+ Annual Report and Financial Statements for the year ended 30th June 2015 ffi



Export Processing Zones Authority

i,,1rlr r.1 lltrc,',rr,t:', Iont..

!1a

lr.4r Walter Katllar-t is the represerrlative of ille Keny:t

Association of lVanufacturers at the lloarrrl lVr' Kztlrratt

has ovct 1O years' experierlr:e irr PLrillir; :i(l(rt' )r itr ;rrr?tls

of ttacle atrci itrtern:rtiorra'l trolir:y llt-' als;o llas ovt':r 1!)

years of experietlce ilt KAt\/ ol !irlcif i "f t''ciic;trill lrrlc(Izr

tiorr polrcies, bilateral alqre(lnl€-'rrti; atrr'l lntertratiorral

trade agreerrlellts lvlr' Katlrar: serve:l a:; titr: Ijecret;rty trl

KAlirl Trade and Iax Conrnlitteel ar-rd Llo-(-trair of Kerrya's

Nati orlal I'vlonrtor i r rg Colrr trlitter: orl I ron -tar itt lltlr riers He

lrolds \ulaster's (l()gl(jLr lll [- t :ol]()rlri()s'

t

lr,4r l;rllnrr Or)(litl R'1o i:; lhe-: re[lte:selrtative of tlrt'- Kerrya Na-

tionlrl Cilirritllt--t of ('onrtlr":rce arr(l lnclLlslry tit the Board lrz1r'

Raoistlre'lrrlatl;rqitrc;DirectclrilfSr;orpior.r[)otrstructiotrLirrrited

trtlc]lllt':Vicecilairrl{KerlyaNatior'ralCharl.ri;etrlfCor-t-ltllerCe
anci lndr-tslry. l-le holrJs Diplorrla in t)lant ['-rrtlirteeritrg'

N4r. Kerlnetil Nyacl-tz-tt'r ts li N'4t-'ttlllt:t ol lltt: iioatttl ftrlttl tlrtr

Pt.ivate ljectr-rr. IJottr ltl i959 iVI Nyitclrlirl irolr]:; lrllili !vltfl i1

biasinlvarketinq,trolttlhtlIJrrivtlrsityof[-]rrd-qt:pclrt'irrcf'UllA
and is cr,rrrerrtly the (ihairrrrarr ot Kertticierlt lllstlr'lrrce [)'tokets

Lirnited. He lras over 25 years'cxpertetrce itr lroth the IVark':t-

inq of varioLrs irrtitrstritrl Jll()citl(lts 'ttltl 
ltlstrratlce br'rsiness

lrz1r. Nyercharc is the (llrair ol tlle Str'ltegy' Ollelratirlrrs atlcl ltt-

vestrttotlts ( )otl t tl I itt(:c'

tr/s. Winnie Wachui lr/aina is a member from the private sector'

Born it-t 1985, Winnle is a consultant with lnvestment Web and

holds lvlaster's degree in Business Administration (Finance Op-

tion). She has worked for over 6 six years' experlence ln

research and consultatlcY'

f* Annual Report and Financial Statements for the year ended 30th June 2016



ort P?ocessing Zones Authority

Bnard ,rl Dirailars [ont..

lVs. Amina T. S. Said is a trzlember from the Private Sector Bort-t

in 1976, lr/s. Said is an Advocate of the Hlgh Court of Kenya

and holds lVaster's degree in luternational Law fronl the Uni-

versity of Westminster, London. She has worked for over 9

years as a leqal officer with TSS Group of Cornpanies l'ler ex-

perience lies in comnrercial law witlt a diverse backgror-tncl in

the private sector in areas of tea export, trarrsportation, flour

rrillirrg anci textiles. lr4s. Saici rs tite Chair of tlre Firratrce arrd

Staff Conrr-nittee.

lVr. Joseph Nzioka is the lVanaging Partner at Nzioka &

Co. Advocates. A graduate of university of Nairobi, Nzioka

has over 20 years as an advocate. His expertise lies in liti-

gation, legal research, personal injury, civil litigation, strate-

gic planning, corporate law, commercial litigation, arbitra-

tion, legal writing and legal advice.

'Dr. tVoses lkiara is the IVanaging Director of Kenya lnvestment

Authority and represents Kenya lnvestnrent Authority at the

Board. Dr. lkiara holds a PhD in Environmental and Natural Re-

source economics. Born in 1966, Dr. lkiara has over 15 years'ex-

. perience in Public Policy and Analysis.

Dr. Lydia Ndirangu is the representative of the Governor,

Central Bank of Kenya at the Board. Born in 1966' Dr'

Ndirangu holds PhD irr Developn-rent Economics and

she is the Head of Research Centre at Kenya School of

lVonetary Studies (KStVS). Dr. Ndirangu has over 25

years' experience in Research, Public Policy and Analy-

Econ SIS

ft Annual Report and Financial Statements for the year ended 30th June 2016 ffi



Export Processing Zones Authority

Board of Directors [snt..

l
i Comm

lcr'rir.
I

! holds

issioner Abigael tr/. tVukolwe is the Vice;

of the National Land Commission' She i

Masters in Urban Management and has

over 20 years' experience in land management I

and governance matters'

lVr. GeoffreY Kiman i is the representative of the Principal

SecretarY, the Nation al Treasury. Born in 1957, Director Ki-;

mani holds Masters t n Economics and is the DePutY Chief

Economist at the National Treasury' He has over 20 years'

lexperience in National Debt tvlanagement and preparatlon

iof various National Government Surveys at the National
Kimani

Economist

lr,/r. Kidenda is the Chief Executive Officer of EPZA' Born in 1974'

he holds a lt/BA (Strategic Management), a Bachelor of Com-

merce (tr/arketing) and is currently finalizing his dissertation for

a PhD in Business Admi n rstration (Strategic tr/anagement)

FanuelalsoholdscertificationsinlndustrialZonePlannrngandt

Development, Entrepreneurship' Export lrularketing' Counselling'

and lnvestment Promotion' He has over 10 years' experience in

senior management positions in the areas of lnvestments

Promotton,ProjectPlanning,Resourcetr/obilization,lVarketing

, and OPerations

Ir/s. tr/aria Ouya is the Corporate Secretary ot EPZA.

She holds a Bachelor of Laws (LLB)' Postgraduate

Diploma in Laws and an IVBA tT/s Ouya is a Certified

Public Secretary, an Advocate of the High Court of

Kenya and an Associate tVember of the lnstitute of

Chattered Arbitrators' She has over 20 years' experi-

matters

lTreasurY.
l;-*.----..

I

j

)
I

i

il,*

Secretary
Ouya

db Annual Report and Financial Statements for the year ended {n
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Chicf

Export Processing Zones Authority

Mr.Kicler.rciaistlreClriefllxecutiveofficer<lfEPZA.Bornirr1974,he
holcls a MBA (Strtrtegic Managelnent)' a Bachelor of Commerce

(Marketirrg)trrrcliscurrentlvfirralizinglrisc{issertationforaPhDirrBusi-
ness Ac{ministration (Strategic Management)'

Iianuel also httlds cttrtificatiol'rs in Inclustrial Zone Planning anci Develop-

nrent, Fitrtrepreneurship, Ilxport Marketing' Counselling ancl h'rvestment

promotion.I{ehasover'l0years'experienceilrseniormallagenlentposi-

ti<>ns in the are-as Of Investments Prtlnloticln, Project Plarnning' Resource-

?

G
Mrs Benter A. Ornotlo is the General Manirger' Finance & Ac{min-

istration. Born in 1968, she holds MIIA (Finarrce), M'A'PPM, IJache-

lor of Commetce (Finance), CPA (K)' Crc (K) trnc{ a nrembcr t'ri

ICPAK/ICPSK,andisdoingPhDinI]trsirressAclrrritristrtlticln
(Finance) with over 25 years' experience in Stllrior nranagement

positions in finance gained from KIWASCO' Kenya Maritirne'

C-MAD and Lake Basin Dev' Company trncl EPZ Authority'

Mr. 'fhonras Soigwa is the General Manager' Utilities & Technical

Servic'es. I Ie l-rolc-ls MIIA (Strategic Managernent)' B'A (Economics)

ancl a menrber of Marketing society of Kt:nya, with over 15 years'

exprerienctt in Scnior Inanagement positions gtrinec{ from Kenya

Airways, l)arclays Barrk of Kenya, East Africarr Portlarrd Cement

Company, Housing Finance anc{ Coast Development Authority'

a

Mr. Kimeu is the acting General Manager' Operations & Investclr Sup-

port. Bttrn in 1962,he holcls MBA anc{ BBA irr Marketing' He has over

20years,experierrceinil-rvestrnerrtpromotion,marketingatrdirrvestor

support services.

/6

Be'nter A. Omollo

GM. Finance & Admi

f

Thomas O. Soigwa

GM Utilities & Technical

,*

,'"*.ffi"andFinincialStatementSfortheyearended30thJune2015
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agement

Mr. Chifallu is the acting Gent'r.rI N4anagt'r, StrategY ancl Rusiness

Development /Relations Oifict'r. Ilortl irr 1960, hc. holcls Msc irl

Interntrtiorrtrl I}.rsiness I\4allagt'rrrer.rt arrcl a IIA in IJtrsiness At{min-

istrtttiorr. F{c hirs ol,er ?()Vt'arS t'rp1'f i1-11sc ill itrvesttnr:tlt pr<ltrltltiCln,

mtrrketitrg, c()rP()rate itrltrge brirrltlittll allci ('()nlmtllliclrtiotls.

Chifftrltr also Iroltls I'<tstgraclu;rtt' I )ip)lt)nr.r in Ilrternational Market-

Ms. Maria Ouyrr is the Corporate Secrettrrv of Ill']ZA. She holcls a

Bachelor of I-aws (LI-B), Postgracluate l)iploma iu Lirw's atrcl an MUA.

Ms. Ouya is a Certifiecl Irublic secretary, an Advoctlte of tl-re l-Iigh

Court of Kenya ancl an Associate Member of the Institute of Cftatterecl

Arbitrators. She has over 20 years' experience in legal matters.
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Mr. Thomas Mongare is the Manager tl.uman Resources. Born in 1965,

he l-rolds Msc In Human Resources and a post graduate Diploma in

IIRM. I'{e serves as a clirector at the Institute of Human Resource Man-

agcrnerrt (ll IIf M) ancl lrtrs ()vc)r ?? vears t'xperiences in Human resources

managelnerrt in both l'rivate irncl public sector. Previously he was man-

ager I Iuman llestlurccs at Iretlcration of Kenya Employers

Mr. Benjamin Chesang is the Manager Research, Policy and

Planning atEPZA. Born in'1965, he holcls a BA in Economics

and an MA in Ecolromics. FIe has over 20 years' experience

in public policy ancl senior managetnetrt'

Jonathan Chiffalu
Ag. GN1-Stratcg,l'a

Jusinc'ss I )cvc'l
.C

rttct-tt

Maria Ouya
Corporate Secretary
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Management Team Cont...
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NIs. IJt'irtrict'Nir.niia is tltc I'rocurt'tnctli.rtltl r\tilrlirlistratiort

Nlantrgt'r. lJortt itt lc)fil, Nis' Ni('lll"il lloltls alt \{lir\ (llrtt'rllirtiotlal

lJrrsitrt:ss \{arrrrrlt,nrt,rrt), i'r'r,lt'ssit,rlal ( il',ttltt.rtt' ('ltartt'n'tl

Ipstittrtt' 6l: I)trlt ltasipi,, & Strpplit's, Il.rt ltt'lot trl ( ottttttt't't't'

(Markr,tirrg) irrrtl a rrrt,rtrh('l.0l KlsNl .rrr,l ('ll's. sht'ltas s('vcll

),r-,.trS' (,\pCfi('lt('(' itr SC'ttitrr Illrlluli',t'111t'lrt ptlsititltts [',.lill('tl lr()111
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Mr Jonathan Chepkwony is thc scnior Mtrntrger, Secr"rrity

st,rvit.r's at Irrpor.t pr.oct'ssirrg Zorrrts Arrthoritv. lle hokls an MA,

in srr.trritr. Nlarr.rgr:rncnt & I',r>lict'sttrdir's & BA, irr srlciolollv. I lt-

is .r \.1t'trrlrt,r of ASIS Internatitlnal, trtr Irltt'rtrrrtiorlal Or1',arlizatiorl

[:ol St't'utit\'proft'ssiotta[s'. \lr. (-ht'pkrt'<rrrl'has ovt't ?() Yt'ars'

('\p('r'i('p('(' 9[rtairrt'tl irr tl.rt' I)ist'iplirrt'tl Irprt't's atrc{ ('9rp9r.rtt'

rt'orIrl in St't'tr ri Iv lVl attallcltrtlrt t.

Mr. Jtrrum Ngunyi is the Risk and Auclit N"larrallt'r' l;,1:''1,4'

llc holcls N1BA in Accounting,, CPA(K), C'SL\; a rr.lornh(-r

of ICI')AK and IIA, and has over 10 ytirl's ol t'xpt'rit'11('(' ill

risk rnantrllement and auditing garirrcti I'rotrt Ktlttt'a Na-

tiorurl r\uclit Officc, National Envirottttlt'trtal Arlthoritt'

trncl Jtxno Kenvatta Ftlundatiotl.

K
N4r'. Irliyalr C)dhiantlro is thc lr,larla11cr, Informtrtion Communtca-

tiort l't'cht.tolo11r'. Ilorrr ilt lc)73 lrt'holds a Bsc.in IC--'I'managcmcnt

arrd a I)ipkrnta irt clt'r'tlonics t'n11inccring. tIe is also a Microsoft

(-r'r'titit'tl I'rotcssiort.tl (M(-l'), a C'r'beroanr Clertified Network Pro-

l.r'ssiorral ((-( NSI'), a N,lt'ttrbcr of (MBCS) ancl ISACA- IIc htrs over

I5 vt'at's' t'r1>t'rit'ttt't' irt I("t t)lilll.ll),oment and previtlusly served at

tht' Kt'rtva St-ltool ol (,or,'t'rtllttt'ttt and in thc privatc'scctor
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FIISINESS REVIEW
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It i, my pleasure to present to
you the Annual Ileport and Financial
Statements for Export Prclcessing Z<tnes
Authority f<lr the year ended lJ0th June

r::'
ri

Economy
The national economy saw expansion of Gross
Domestic Product (GDP) gror,r'th of. 5.6o/o in 2015

compared to a growth of 5.3 o/. in 20'1,4. This expan-

sion was as a result of significant growth in some key

sectors among them agriculfure; construction; retrl

estate; and financial & insurance. I'-Iowever, growth
in mining & quarrying; information & communica-
tion; and wholesale & retail trade decelerated during
the same periocl.

iiir:
t7

Key macroeconomic indicators remained relatively
stable during the review period. Overall inflation

i eased from 6.9o/o in 20L4 to 6.67o in 2015 due to lower
!'t , energy and transport prices. The current account

deficit as percentage of GDP narrowed from L4.5% in
201.4 to 11,.4% in 2015. This was due to a substantial
growth in export of goods & services and a reduction
in the import bill.

At the international scene, worlcl real GDP growth
decelerated to 3.1% in 201.5 from3.4% in 2014. This

was as a result of low commodity prices, weakcr
capital flows, subdued glot'ral trade and increasing

financial market volatility particularly in emerging

markets and developing economies'

Global unemployment rate decelerated to 5.8% in
2015, mainly occasioned by the sluggish global

performance. Total global unemployment stood at

197.1 million in 20L5.

The world merchandise trade volume grew by 32%

compared to an increase of 3.3o/o in 2014' The

advancecl economies experienced a modest economic

recovery, mainly driven by stronger domestic

demand as labour markets and credit conditions
improved.

Manufacturing sector output grew by 3.5% in 201'5

compared to a slower growth of 3.2% in20'i..4.

This was attributed to reduced production costs aris-

ing from lower cost of petroleum and electricity

inputs.The [hairman's StatemEnt
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Ihe Chairman's Slalemenl tont..

lnvestment environment

Export I)rocessing Zoncls contributiort to tllt' It:ttir-rnal r:t:rlrtrr

my hzrs bcen risirrg str,:aclily over tht: ycars' 'l'l-ris cotttriiluliotr

became rnore significant with thc c()IIlillt< into t:fft:ct' of

AGOA, in the Year ZO(){).

ln 2015. the export llroccrssing zonc':s contributir.lrt tr: tht: total

manufacturing sector t:rnlrloyment accounted for 17 'OilVo

from 16.087o posted in the vear 2014'

ln the year uncler review, El'}Z contribution to manufacturlrtg

sector output rose to '3-27Vo fron '3'l'2%o regisLered in the

previous year. Manufactr-rring stct()r corrtribution is basecl

on rebased national accounts that cante into being in Sep-

tr:mber 2014.

EI)Z exports to total Kenya exports showed that it increased

f.rom 9.56% in 2ol4 to lo.48vo in the vear 2015'

tr- tt,,

contribution to Gross Domestic l,rocluct (GDI') at rnarkert Thg Board

ffi;iH::ffi; ril:T.",'"t ],iii:i?,,"nl""" 
arising 

,r.ne-futnority 
has a Board charter that guides the operation of the

I]r;ardaswellasc]efininetherr>Iesandresponsibilitje:softhcl)i-

The future and conclusisn

l((.11\.:r'S cc()lj()r1r).in 201(.) is likt.lv tO i>t.rlr:tIrtltjtt,'ri I:rrt1, -

Iy by interrral factors' IIowever, exog(-'nous factors will

also shape the ccononty but probably to a lesser (jxterlt'

(]c:nt:rally, all tht: sectr:rs of the cc()llorrly ar€] oxl)ecte('l

to continue in lheir current growth trajector-v-' 'l'l-rr' long

rains are forecastecl to bt: dt:pressetl ill sonle parts of tllt:

country but sufficii:nt ancl well sprt'ad in tire rnzrirt foorl

growing regiolts. Against this bac:kground' lrgric:r'rltrtr:rl

s(,ctor s cttttlttrt il; IiltciV tO si()w (l()wl) lrttt rt crrt-rl :r lll()(l{'l--

atc positive growth.

Similarly, manuf;icturing sector is also likely to be sup-

porterl by lower fuel prices ancl improved supply of elec-

tricity as well as sustained delivery of inputs from the ag-

riculture sector.

'l-he I(enya shilline is likelv to renrzritt stable against its

major trading currencies similar to all other key macroe-

conomic indicators.

'l-1tt' valr.rc of I(t'ttr';t's illll)()l't ()f llooris is likr'1v to rlt t-littt'

further mainly clur: to low intr:rnational oil priccs' Orr tlle

r:ther hand, export earnings are expectecl to grow in line

with a projected growth of workl nlr:rchandisc tracle in

20 16.

rectors zrnrl Management. 'l'he I:loarrl is conrmitterl to ensuring the

growth of the l'rogramme by colltrctively direcling its affairs towards

nreeting thc goal of the l'rograrnme whilst meeting the diverse

interests of stakel-rolders.

'l'he Board ensur€rs that high standards of corporate governance an<l

corporate erthics are adherd to by providing overall policy and

:itl-ilt(,i{ie rlirCt.tiOrr of thC Atrtltrrriti'. '1'hrotrsllt tllt' iir:rrti's rlivt rsit)

anrl broad bast:d gr,ridance, tht'Arrthority has lrt:t:rl at>le to ltlakr:

r'onsistIttt inllrrr,r,','mr'ttt itt its t)lx'rati()Ils'

vt
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world
growth of

the global

suhjr:ct tol

=.t Zones Authority

On global spective, real GDI' is projected to grow by

tr" 6. This growth is predicted on contlnuous galns

ln maJor income countries, a gradual tightening of fi-
tions especially in the USA, a stabilization of

commodi prices, and a gradual economic rebalancing rn

China. trade is also projected to grow by 3.67o in

2016, risi broadly in Iine with global output growth-

Most d and developing economies are projected to

expenenc improved growths in 2016. Subsequently, the

is expected to grow by 4.5Vo compared to a

07o during the year. Based on these projections'

rnic prospects for 2015 is therefore bright

with thr: rld real GDl'] projected to grow al|1';>Vo in 2015

ontinuecl rocovery frr>nt th<: global financial cri-
(,\l)('(rt('rl to inrl>att. 1:ositil','lv to ](('Ilvil s ('(lo-

nonllc.

'I-he El'Z has made her share of contribution to

I(enva's
of new

has been attained against a backdrop of chal-

and international business environment'

nornl' c's1>t',cia IIy emlllol'nre nt c rea tioll' a tLrac tion

Ihe Ehairman's Statement f,arrr..

Appreciation

I would like to express my appreciation to the Board members'

management and staff for their dedication which has enabled the

continuous growth r:f the Programme. 'I-he growth has also been

possible through the continued support of our investors and other

stakeholders.

Finally, I woulri likr: to thank the government for the continued

support, guidance and a good working relationship'

o

Abdikadir A.
Chairman

uIla

sis.'l'lris

lenging

Although
ed in 20

hieh
impendi

like US

Llniled
factors
mance of

nts and value addition among others' 'I'he

EPZ program performance momentum record-

16 is expected to be maintained in 2016-i7'

of production, global competition together with

General Elections in 20L7. Some external shocks

elections and the impending exit of

in the European Union are also some of the

ch are likely to play a kev role in the perfor-

e program going forward.

T ul
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BUSINESS ElJIEIIJ
am delighted to Present to You EPZ

Authority's annual report and financial state- '^\
ments for the year ended 30th June 2016' \ ',r

llperating Results

::r

The Authority posted an operating surplus of Kshs

24.68 million, a decline by 34o/o from a surplus of Kshs

37.32 million realized in the previous financial year' The

decline in the surplus is attributed to the reduction in

GoK's recurrent grant.

Authority's total revenue declirred by 4o/o durirrg the

year to close at Kshs 511'.14 million down from Kshs

534.60 million reported in FY 201'4/15' The Appropria-

tion- in- Aid was Kshs 432.03 million (201412015-Kshs

398.79 million) while the recurrent grant from the gov-

ernment of Kenya (GOK) totalled Kshs 79'11 million

(2014l15-Kshs135.70 million).The Authority also re-

ceived Kshs 2 billion (FY 201'4/15-Kshs 250 million) in

development grant'

Total expenditure declined by 2o/o during the year to

settle at Kshs 486.48 million down from 497'28 reported

in FY 20L4/15.

I

iil
I.I

.'TfiN
:" ..

Performance of EPZ ProgrammE

a.

ln the year 2015/16, most of the performance indicators

tor EPZ program exhibited an upward trend compared

to the year 20L4/15.1he number of gazetted zones rose

to 60 in year under review lrom52 in 2015'

,
Exports from EPZ Programme increased by 15'50/o to

stand at Kshs 66,586 million up from Kshs 57,654 mil-

lion recorded in the previous year. Sales to the domes-

tic market exhibited a downward trend from Kshs 4'211'

million in2O1.4/15to Kshs 1,793 million in2O15/L6'

rm.
"+

;'l

Direct local employment expanded by tlo/o trom 47 '279

persons recorded in 201'4/t5 to 52,007 persons in

2015/16, as a result of some EPZ firms which expand-

ed their operations and new entrants.

i,

G
Executivg [lirectur's

t"+ Statement
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Ci.rmuladve capital investment in fornr of equipnrent,

]ni."ty antl ot6er funds invested b1, the 95 op'rerirtional

J.,i"rptlse. together with zones increasecl by l0% to Kshs

57,466 rnillion in 2075/'16 fronr Kshs 52,230 million recorded

in the previous Year.

Imports also rose by 6.5 % to stand at Ksh'31,370 nrillion in

the year uncler review' Out of the total value of inrports' in-

puts arnounted to Kshs. 26,764 nrillion w'hile capital goods

were valued at Kshs.4,606 million itr vear 20-15/16 while in

the year 2Ol4/15 it an.rounted to Kshs'28,457 million and

rcsns.t,OOa million respectively. 'Ihis reflected increase of ac-

tivitv within the zones and bv extension international tracle.

Expenditure on local goods and services increased bv 13'8%'

in iOti to stand at Kshs.23,870 r.rrillion from Kshs'20 '970 mil-

lion recorded in the year 2014/15. This translates to an aver-

age of Kshs.1,989 million being irrjected into the economv bv

E.-pZ fitn.ts montl-rly in the vear ?015 comPared to Kshs'l'748

million in the previous vear' 'I'hese resourcc's go to the'

pavment of local workers' salaries, local supply of inputs/

consunrables; electricity, telecomnlunication, water' rent and

transprrrtation anlong others, whicl.r at the t:nd of the dav

stinrulate clenlaucl ancl growth of thc don'restic econonl\"
'l-hese t'xpenc'litures explain growth itr areas surrounc{ing lil'Z

zones in their resl're'ctive geographic locartions'

Executive Director's Statement''r')/)l

0perational Ehallenges
-l l-re periormirttce of the progranr lvould have l'een en-

hancecl if certair-r rregative' factors hacl not impacted nega-

tivclv' the Ill'Z program.

IIigh costs of procluctiotr continuec'l to inrpact negativelv

on the genr'r.rl perfornlance oi thc progratr-r' fhese ilrclucle

lirbour, errerg)', trtrnsport and interest rates rvhich are per-

ceived to be ot-t thc- l'righer within the coutrtrv cotrrpared

w' itl-r thc ct'rtrt petitor cottntries.

I)uring the course of the ve'ar 2015/76, there was a require-

nlent introcluced that all imports should be inspected for

qualitv as per the Pre - Export Verification of Conforn'riW

guidelirres. These slowed down tlperations of EPZ firms as

delavs rvere exp'rerienced. EPZ firn.rs had been exempted

fronr pre irtspection requirenrents.

lntense global conrpetitiorr has seen sonre EPZ firms face

decline irr cle'nlancl/reduced orc.lers for their products in

tl.rc global mtrrket.

I-he I.,r\C p.rrtner states have been exptrndecl to include

South suc.lart. lhe other nlembers lreing Burundi, Kenva'

Iiwtrnr'la, I alrz.attia and Uganda.

,\s p,.'1 tlre Custorlrs L-lrlion I'rotocol, the tii\C is considered

as a c{ortrestic nltrrket. llrus, sales ['\'atlv tlxport pron'rotiorr

sclrcrrrt' t'nterprisc such as art l;,1'/' iirnr to atlv of the part-

ner statt's is .r clt,llltlstic sale.

A population of 157.9 million u'hich inclucles 11'9 million

of -South Suclan is a lucrative nrarket size for EPZ firms'

Expansion of EAC to include South Sudan is diminishing

their market as thel' are allowed to sell up to 20% of their

total production to clomestic market' South Sudan no long-

er qualifies to be an export market' EPZ companies export

tarpaulins, pharmaceuticals, relief supplies and fortified

food among others.

Another relatec'l issue is that when such sales are made to

the don.restic market thev attract third country tariffs even

if the raw materials are fiom EAC' EAC own raw materials

are taxecl at common external tariff (C--ET)'
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Human resource
The Authority Staff strength as at the encl of the financial
year 2015/76 stood at 170 employees against 182 for the

period ended 30 June 2015. The reduction of the workforce

was result of employees who left the organisation but the

position had not fillecl bl' end of 30 June 2016.

Eonclusion

'Ihc Managemcnt atrd eutpl6vgg5 of L|l'}/'A ttrc conrtttit-
ted in growing the EI'Z Programnre. ;\s nratrtrgement,

we shall continuc to harness ancl direct all our cfforts in
utilization of available' opportur.rities itt orcler to sustairr

the Programmes' viabilitl' and future growth. lVe there-

fore look upon all our stakeholders to support our
efforts.

'fhe operating environnre-nt has become very' challenging
but I believe witl'r the cotnmitment demonstratecl bv all
stakeholders we shall be able to overconle these

challenges and grow the I'IPZ Progranrme.

/o

Fanuel
Chief Officer

Executive Director's Statement Cort
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Governance comprises the rules, practices and processes

bil . which Export Processing Zones Authority is directed and
,:iontrolled and involves balancing the interests of stakeholders who
iriclude shareholders, management, custolners, suppliers, financiers,

ent.and the community.

provides tle framework for attaining our objectives; and
practically every sphere of managemen! frotn action

and internal controls to performance measurement and
.disclosure.
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oEIIRPt]RATE EIl\/ERNANEE STATEMENT

The Board of Directors

The list of Directors who served durirrg the re-

porting period is on page xiii' The Board cornpris-

L, of dii".tors with ,,oii"d experier-rces and skills

mix aimed at supporting and directing the strate-

gv of tl-te Author'it}'' Concluct of the busirress of

Ihe Sour.l is done in compliance with the Board

Charter. The Directors t.rre guided by the tlovern-
men(s policy on Appointment, Developmeut arncl

Retirement which also defines the terrns of service

for Directors.

Role and ResPonsibilities

'.Ihe Board has a Board Charter that guides its

ofu.utlo"t as well as define the roles and responsibil-

ities of the Directors. The Board has the primary re-

sponsibility for the stewardship of the Authority' for

n.rldl.t* and monitoring the business and affairs of

in" A rift.ti,V incl ud i nglompliance with-the A uthor-

ity's corporate governance objectives' Iormulation

u.d di.".Uo.t of ihe corporate strategy of the Author-

ity rests with the Board'while the implementation of

srlch strategy and day to dav management of the

AuthoriW'slffairs is delegated to management'

l'he Board encourages the practice of good. corPorate governance

amongst its Directors u"i ituff rn the concluct of the Authority's

business ancl operations' The Board has an approved Code of Con-

duct and Ethics for its birectors arrcl employees which emphasizes

thattheDirectorsandstaffshouldnotcompronrisetheinterestsof
it " 

ertt',ority while dealing with customers and suppliers'

The Code also gives employees the responsibility of ensur.ing legal

anJ statutory cl*pliunce tt all laws and regulatory leUuirentllts,
ln acldition, the Code deals with situations relating to best practices

as 1,elI as those situations that mav give rise to conflict of interest in

the cotrciuct of the Authoritl"s oPerations'

I)irectors' Training and Development

'Ihe lloirrd encourages indiviclual I)irectors to continuously inr-

p.c,ue their skills thiough relev;rnt .ttlili"g. 
arrcl c'levelopment pro-

!.un., urultuble in the #otket' ln adclition' the Board nrembers col-

lectively unclertake *ui"i"g or attend identified workshops trncl

st'minars on a need basis'

Board Comrnittees

'Ihe Board has delegated some of its mandate to Board Commit-

tees. There are three standing committees of the Board which

-"u, i.,aup"ndently i."' gou'; Audit Committee' Finance and

,i"f? 
""a 

*rategy and Operation' The Committees report to the

ilr.a o.t qrartlity basis' 'Ihe decisions of the Committees must

"i"".*tt,y 
b" rutified by the Board' The Committees define their

schedule of meetings lrrctuaing the agenda' Each Committee is

g"ii"a UV tne termJof referenci as delegated by the Board'

Control Environment

T'he Authority has identified the various processes that contrib-

ute to the value chain. The processes are suPPorted by well docu-

mented procedures across the organization' 
'l'he etttctency anu

effectiveness of the internal controls is tested through periodic

auclits conducted bv the irrternal auclit departnrent' ln addition'

the Authority conclucts perioclic internal audits in line with tht:

ISO 9001 :200t1 requirements'
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.]RP[RATE 
St][IAL RESPINSIBILITY STATEMENI

The Authority has been involved in rt cross
section of diverse corporate social responsibility
activities broadly touchirrg on environment,
sociirl and tronomic intervehtions,'EPZA has
beerr involved in activities ranging'frtmt educa-
tion, health, environmental activities that have
beerr directed at the community.

EP7,A continues to actively csngagc5 in environ-
merrtal conservation and managctnent pro-
grarnmes as ils contribution to cleaner ancl bctter
environment so as to deliver on environmental
concems other than the social and economic
considerations. The Authority embarked on a

continuous awareness creation towards Environ-
ment protection and conservation. I'he
Authority initiated activities such as tree
planting, community clean ups and consultative
forums with employees and investors on issues

such as waste management and water
corservation.

rl
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Ught A stantl by fre engine to offet frce Jire seruices. Sertices

ffered by EPZA in crtrtjunctiort toitlt Mtntoko, Sub Coturtll

) <ta ernn rcn t of Ma cl nkos

Above: EPZA donntiorr to Pillars of Hopa

Connnunihl Clildran Httnrc ht Kiten gcln,

Knjindo cttttnhl

Lcft: E4tort Proct'ssing Zones Authorifu Stnff
Participnthrg in Statdnrd Anrtured Bnnk
Mnrntlrctr
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Expoil Procetsing Zones AuthoritY

STATEMENT IIF IIIREETBRS' RESPEI{SIBILITIES
S..tlon 81 of the Public Finance Management Agf

2012 andseclion B of the state corporations Act, require the Diru
t rlo pt"prt financial statements in respect of that entity' which

olvl a tiue and fair view of the state of affairs of the EPZA at the end

6itf,. iininciat yea/period and the operating results of the EPZA

for if,a yea/period, the Directors are also required to ensure that

the Authority keeps proper accounting records which disclose with

LisonaOte'acculilcy the financial position of the Authority, The

Directors are also r-esponslble for safeguardlng the assets of the

Authority.

The Directors are responsible for the preparation and presentation of

tne Autnority,s financial statements, which give a true and fair view of

the state of affairs of the Authority for and as at the end of the finan'

cial year (period) ended on June 30, 2016. This responsibility in-

cludes: (i) maintaining adequate financial management arrang+

ments anl ensuring that these continue to be effective throughout

the reporting period; (ii) maintaining proper accounting records'

which discloie'with reasonable accuracy at any time the linancial

position of the entity; (iii) designing, implementing and maintaining.

internal controls relevani to the preparation and fair presentation of

the financial statements, and ensuring that they are free from mate-

rial misstatements, whether due to error or fraud; (iv) safeguarding

the assets of the Authority; (v) selecting and applying appropriate

accounting policies; and (vi) making accounting estimates that are

reasonable in lhe circumstances.

EPZA THAIR}IA}I

The Directors accept responsibility for the ,Authority s financial state-

ments, which have been prepared using appropriate accounting

policies supported by reasonable and prudent judgements and esti-

mates, in'conformity with lntemational Public Sector Accounting

Standards (IPSAS), and in the manner required by the PFM Act and

the State Cbrpor:aiions Act. The Directors are of the opinion that the

AuthorityS financial statemenls give a true and fair view of the state

of AuthorityS transactions during the financial year ended June 30'

2016, and of the Authority's {inancial position as at that date' The

Directors further c,onfirm the completeness of the accounting rec-

ords maintained for the Authority, wtrich have been relied upon in

the preparation of the Authority's financial statements as well as the

adequacy of the systems of intemal financial control'

Nothing has come to the attention of the Directors to indicate that

the Ex[ort Processing Zones Authority will not remain a going con-

cem for at least the nLxt tr,relve months from the date of this state'

rnent. ?
EPZA CHIEF EXEEUTIVE

:7 tL- \. 2017 and

Approval sf the financid statements

The EPZA's financial statemerlts were approvecl by the Boarcl on

signed on its behalf bY

Fan

CrrunueN

,1,
o

CrUEN EXBCUTTVE OFFICER

f** Annual Report and Financial Statements for the year ended 30th June 2016 ffi



REPUBLIC OF KENYA

+254-20-342330
254-20-3n482

P.O. Box 30084-00100

NAIROBIl: oag@oagkenya.go.ke
www.kenao.go.ke

OFFICE OF THE AUDITOR.GENERAL

REPORT OF THE AUDITOR-GENERAL ON EXPORT PROCESSING ZONES
AUTHORITY FOR THE YEAR ENDED 30 JUNE 2016

REPORT ON THE FINANCIAL STATEMENTS

I have audited the accompanying financial statements of Export Processing Zones
Authority (EPZA) set out on pages 1 to 22, which comprise the statement of financial
position as at 30 June 2016, and the statement of financial performance, statement of
changes in net assets, statement of cash flows and statement of comparison of budget
and actual amounts for the year then ended, and a summary of significant accounting
policies and other explanatory information in accordance with the provisions of Article
229 of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have
obtained all the information and explanations which, to the best of my knowledge and
belief, were necessary for the purpose of the audit.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards
(Accrual Basis) and for such internal control as management determines is necessary to
enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.

The management is also responsible for the submission of the financial statements to
the Auditor-General in accordance with the provisions of Section 47 of the Public Audit
Act,2015.

Aud itor-General's Responsibi lity

My responsibility is to express an opinion on these financial statements based on the
audit and report in accordance with the provisions of Section 48 of the Public Audit
Act, 2015 and submit the audit report in compliance with Article 229(7) of the
Constitution. The audit was conducted in accordance with lnternational Standards of
Supreme Audit lnstitutions. Those standards require compliance with ethical
requirements and that the audit be planned and performed to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor's judgement, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. ln making those risk
assessments, the auditor considers internal control relevant to the entity's preparation
and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion

Report ofthe Auditor-General on the Financial Statements of Export Processing Zones Authorityfor the year ended
30 June 2016
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on the effectiveness of the Authority's internal control. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by the management, as well as evaluating the overall presentation of
the fi nancial statements.

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

Basis for Qualified Opinion

1. Property, Plantand Equipment

1.1 Land

As previously reported, included in property, plant and equipment balance of
Kshs.9,476,115,000 as at 30 June 2016 are two parcels of land Ref: LR.
No.Olooloitokoshi/Kitengela/61 and 70, measuring 2 hectares with a book value of
Kshs.2,250,000. Although the parcels of land were acquired and gazetted through
Gazette notice Nos.2802 and 2803 of July'1991, the Authority had not obtained
ownership documents as at 30 June 2016.

1.2 Boreholes

ln 2007, the then Ministry of Water and lrrigation Development constructed two
boreholes on EPZA land, one at the disputed parcel of land next to PCEA Church in
Kitengela Township and the other next to the EPZA police post. The management has
indicated that the ownership of the boreholes was handed over to the Authority without
formal documentation and that the boreholes have been tested and confirmed to be
economically viable. However, no evidence has been provided for audit review to
confirm that the two bore holes have been valued and recognized as assets for the
Authority.

ln the circumstances, it has not been possible to confirm that the property, plant and
equipment balance of Kshs.9,476,115,000 is fairly stated.

2. Trade and Other Receivables

As previously reported, included in trade and other receivables balance of
Kshs.548,866,000 as at 30 June 2016 is an amount of Kshs.10, 969,276 which relates
to advances, outstanding imprests and salary advances issued to ex-staff. The figure
includes Kshs.8,690,786 being salary advance of Kshs.7,709,866 and imprest of
Kshs.980,919 which was issued to the former Chief Executive Officer using the
Authority's senior officer's approvals and authority without seeking approval from the
Board of Directors. This was in tota! disregard of the then Government Regulation (H10)
and the Authority's staff manual governing salary advances. lt is noted that the amount
of Kshs.980,919.19 granted to him as imprest should have been surrendered within 48
hours after completion of assignment. This amounted to violation of existing regulation
and abuse of office by the former Chief Executive Officer.

Consequently, the accuracy and recoverability of the staff debtors balance of
Kshs.10,969,276 as at 30 June 2016 could not be ascertained.

Report ofthe Auditor-General on the Financial Statements of Export Processing Zones Authorityfor the year ended
30 June 2016
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I

Qualified Opinion

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion paragraph, the financial statements present fairly, in all material respects, the
financial position of Export Processing Zones Authority as at 30 June 2016, and of its
financial performance and its cash flows for the year then ended, in accordance with
lnternational Public Sector Accounting Standards (Accrual Basis) and comply with
Export Processing Zones Authority Act, Cap 517 of 1993(Revised) of the Laws
of Kenya.

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

Nairobi

12 September 2017

Report of the Auditor-General on the Financial Statements of Export Processing Zones Authority for the year ended
30 June 2016
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from non-

transactions
from exchange

revenue

costs

expenses

tive expenses

operating expenses

reciation

experrses

Surplue

gains

on sale of assets

on foreign exchange

Notes

1b

7a

7b

1a

20L6 20L6
(Re'state0

Kshs,000IGhs,000

150,051 170,220

359,586 336,930

509,636 607,160

274,930 274,580

L9,727 13,654

26,890 29,299

,. .38,419 38,689

: ds6,467 497,277

28,169 9,873

1,506

105

27,340

27,M6

37,318

exc

tra

9

D

4

5

6

1,606

for the Period 24675

T lotes set out on pages 6 to 22 form an integral part of the F'inanciaI Sl;atttrreuts



Export Processing Zones Authority

IGhs.n000n

2016
Kshs.u0OOu

Assets Note

Current aseets

Cash and cash equivalents

Trade Receivables and Other Receivables

Inventories

Non'crurent assetg

Property, plant and equiPment

Biological assets

Total assets

Liabilitiee
Cur-ent liabilities
Trade and other PaYables

Unearned Rental Income

Non' current liabilities
Customer DePosits

Deffered Income

Total liabilities

Net assets

Reserves

Revaluation Reserves

Accumulated surPlus

Total net assets and liabilities

8

I
10

579,567

548,866
10 381

350,455

556,683
5 300

9L2,4381,188,814

11

t2

9,476,115
150,070

7,424,718

149,516

9,626,186 7,574,284

10,766,000 8,48,6,672

13

13

277,006
260,3t7

15,225

266,220

697,328 28L,M6

l4
15

r23,694
10 72

119,301

1 2

L.227,7943.226,666

9,762,889 1,609,238

7 110

16a

16b

6,728,206
273.902

7,002,110

The F.inancial Statements sct etrt on IlagL.s I to 22 u'ere sigtrecl on llerhalf of tht' Roilrcl

ofdirectors bY:

Chief Executive Officer Chairman

6,728,206
249,228

6,977,434

. r+lFb2,ilr? Date

i
h H*5-q,,"'rl

Da

{:.} Export Processing Zones Authority
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Notes

Revaluation Re' Accumulated Totd

IGhs'000 Ksh.s'000 Kshs'000

as at 30 June 2014

us for the period

of accumulated surplus

to accumulated us

as at 30 une 2015

16

16

227

37,318
(rs,gzs)

37,318

(tr,gzg)

flransfers to accumulated surrlus (b)

16

16

2 390 2 390

249

24,675 24676

Balance as at 30 June 2016 (a+b) 16 6.728.206 279,903 7.002.110

'l'henetessetoutonpages 6to22 firrmr,rnintc,grirlp:rr1,o1'tltef inancialStatements

i$; , e,lnrat Report and Financial Statements for the year ended 30th June 2016
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Cagh flowe from operating activities

Cash generated from oPerations

Interest Income'Fixed DePosit

Net caeh generat€d from operating activitiee'

Cash flowe from investing activities

Purchase of property, plant and equipment

Proceeds from sale offixed assets

Taxes Paid

Net Cash flows from Investing Activitiee

Cash flows from financing activities

Grant received DeveloPment

Grant received Recurrent

11 (z,09o,5tg)

(zr,osr)

Noteg

t7

1b

1Sb(il

2016
Shs'000

20tl
Sbs'000

(sg,ozz)

17,600

292,270

14,099

306,369 (lt,ozl)

(21 1,198)

385

(z,t0z,L7O (zto,ara)

2,005,802

79,1 13

335,700

18b(iil

Net Cash flows From FinancingActivities 2,084,916

Net (decrease)/increaee in caeh and cash equivalents 229,LlO

Cash and cash equivalents at start ofyear 350,456

Cash and cash equivalents at end ofyear 679,667

NB:Taxee Paid relatee la 3o/o & 6% contractual fees withheld from tbe contractors

The notes set out on pages 6 t<t 22 fot'm rtn integrnl part of the Financial Statements

335,700

53,860

296,595

8 360,466

t-} Annual Report and Financial Statements for the year ended 30th June 2016
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Export Processing Zones Authority

NOTES TO'IHE F-INANCIAL STAIEMENTS
Statement of cornpliance and basis of preparation - IPSAS r o

The Authority,s staternents have been prepared in accor<lance r,r'ith and compl-v w'ith International Public sector

Accounting standards (IpsAs) and pronouncement of the Public Sector Accounting Standards Board (PSASB)'

The financial statemeni. u." presented in Kenya shillings, which is the functional and reporting currency of the

entity and all values are rounded to the nearest thousand (Kshooo). The accounting policies have been consistent-

ly applied to all the years presented.

The financial statements have been prepared on the basis of historical cost, unless stated otherwise. The cash flow

statement is prepared using the indirect method. The financial statements are prepared on accrual basis'

Summary of significant accounting policies

The principal accounting policies adopted in the preparation of these financial statements are set out below. These

policles have been consistently applied to all years presented, unless otherwise stated.

a) Revenue recognition

Revenue from non-exchange transactions - IPSAS zg

Fees

The Authority recognizes revenues from fees when the event occurs and the asset recognition criteria are met' To

the extent that there is a reiated condition attached that would give rise to a liability to repay the amount, deferred

income is recognized instead of revenue. other non-exchange revenues are recognized when it is probable that the

future economic benefits or service potential associated with the asset will flow to the entity and the fair value of

the asset can be measured reliably. The Authority receives income inform of Licence and application fees.

Government Grants

Revenues from non-exchange transactions with other government entities are measured at fair value and recog-

nized on obtaining control of the asset (cash, goods, services and property) if the transfer is free from conditions

and it is probable that the economic benefits or service potential related to the asset will flow to the entity and can

be measured reliably.

Grants are recognised at their fair value where there is a reasonable assurance that the grant will be received and

the Authority will comply with all attached conditions-

Where a grant is related to an asset, the grant is presented in the statement of financial position and is credited in

the statement of comprehensive income over t}le periods and in the proportions in which depreciation expense on

those assets they are used to tlnance is recognized.

Revenue from exchange transactions - IPSA^S 9

Rend.ering of seruices

The entity recognizes revenue from rendering of services by reference to the stage of completion when the out-

come of the transaction can be estimated reliably. The stage of completion is measured by reference to labour

hours incurred to date as a percentage of total estimated labour hours.

i_*f Annual Report and Financial Statements for the year ended 30th June 2016 il
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the contract outcome cannot be measured reliably, revenue is recognized only to the extent that the
incurred are recoverable.

ofgoods

from the sale of goods is recognized when the significant risks and rewards of ownership have

transferred to the buyer, usually on delivery of the goods and when the amount of revenue can be

reliably and it is probable that the economic benefits or sen,ice potential associated with the
n will flow to the entity.

lncome

income is accrued using the effective lield rnethod.'l'he effective field discotrnts estinrated ftrture cash receipts through

expected life of the financial asset to that asset's net caln,ing amount.'I'he nretltod applies tlris vield to the principal outstand-

to deternrine interest inconre each period.

lncome

I income arising frorn operating leases on investnrent properties is accounted for ott a straight-line basis ol'err the lease terms
included in revenue.

Budget information - IPSAS z4

annual budget is prepared on the accrual basis, that is, all planned costs and incotne are presented in a single statement to

the needs of the entity. As a result of the adoption of the accrual basis for budgeting purposes, there are no basis, timing
entity differences that would require reconciliation between the actual comparable amounts and the amounts presented as a

additional financial statement in the statement of comparison of budget an<l actual amounts

Taxes - IAS rz

t incotn.e to'x

Authoritf is 7.ero rated in its tax status. Current income tax assets and liabilities ior the current period are n-reasured at the

nt expected to be recovered fronr or paid to the taxation authorities. The tax t att's altd tax lau's used to compute tlle amou nt

those that are enacted or substantirell enacted, at the reporting date in the art'a rr'lrcre the Authoritl'operates and generatas

) Property, Plant and Equipment - IPSAS 17

, plant and equiprnent are shoun at fair ralue, based on periodic. but at least trit'nnial, raluations lx'extenlal independent

uers, less subsequent depreciation. Auv accurnulated depreciation at the clate of I('\'alirirtion is elirrrinated against the g,ross cu rry'

antount of the asset and the net atnount is restated to the revalued amoultt of tht' asst't. All other properl\', plant and eqtripment

stated at historical cost less depreciation. t{istorical cost includes expenditure thirt is riirectl-v- attributable to the acquisition of the

costs are included in the asset's carr-ring amount or recognised as a separate assot, as appropriate, only when it is probable

that future economic benefits associated u,ith the itern n'ill flow to the Authority antl the cost of the item can be measured reliably

carrying amount of the replaced part is derecognised. All other repairs and maintenance are charged to the incorne statement

during the financial period in u'hich they are incurred.



Export Processing Zones Authority

ciation rates as follou's:

Buildings and Infrastructurc

Motor Vehicle-s

Office Furniture & EquiPment

Computers

Increases in the carrying amount arising on reraluation of land and buildings are credited to other comprehensire income and shor'm as

otherresen'esinshareholders'equiB..Decreasesthatoffsetprer.iousincreasesofthesameassetarecharyedinothercomprehensir'e
income and debited against other resen.es directll,in equity ,il oth". decreases are charyed to the income statement' Each year the dif-

ference betrr,een depreciation based on the reralued .r.rying urnount of the asset (the def,reciation charged to profit and loss) and depre-

ciation based on th" o.r"t', original cost is transferred from 'other reserves'to retained earninSp'

Depreciation is calculated using the straight-line rnethod to allocate their cost or re-ralued amounts to their residual 
"alues 

at the depre-

t7"

25%

lOYo

33'-t13%

Gains and losses on disposals are deternri.ed bl,cornparing the prmeeds u'ith the carrying amount aud are included in the income state-

ment. when reralued assets are sold, the arnourts included in other resenes relating to that asset are transfered to retained earnings'

Leases in which a significant portion of the risks and rewards of o*,nership are retained b1' the lessor are classified as operating leases'

parments made under operating leases (ret of an1. incentires recei'r'ed from the lessor) are tna.ged to profit or loss on a straight-line ba-

e) Lease - IPSAS 13

operating leases are leases that do n't transfer substantially all the risks and benefits incidental to o'rrrership of the leased item to the

Authoritl'

sis orer the period of the lease.

f) Intangible assets-IPSAS 31

impairment at each reporting date

Assets that have an inclefinite useful life are not subjet:t to amortisation atrcl are tested annually for impairment' 'assets

that are subject t. anrortisatio, arc re'ier,r,td tbr impirirnrent rvhenever events or tthanges in circumstances indicate that

the carrying amount may ,ot be recor.erable. A, impairme,t loss is recog.ised for tl.re atltoutrt by which the asset's cany-

ing amount exceeds its r.eco'erable a,rou,t. The reco'erable a,rount is tf,e higher of an asset's fair value less costs to sell

and value in use.

For the purposes of assessirg impairment, assets are valued at the lowest levels for which there are separately identifiable

cash flows (cash-generating units). Non-financial assets that suffered impairrnent are reviewed for possible reversal of the

f,p Annual Report and Financial Statements for the year ended 30th June 2016 ffi
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Costs

Zones AuthoritY

- IPSAS rz
To the extent that inventory was received through non-exchange

IS measured at cost uPon initial recognition'

(for no cost or for a nominal cost), the cost of the inventory is its fair va lue at the date of acquisition'

in bringing eaclr product to its present location and conrlitions are accounted for, as follows

materials: purchase cost using the weighted average cost merthod

hed goods ancl work in progress: cost of direct materials and labour and a proportion of manufacturing

Overheadsbasedonthenormaloperatingcapacity'butexcludingborrowing'costs

Afte recognition, inventory is measured at the lower of cost and net realizable value' However, to the extent that

ac of inventorY is distributed or cleploYed at no charge or for a notninal charge, that class of inventory is measured

at lower of cost ancl current replacenrent cost.

Net le va lue is the estimated selling Price in the ordinary course of operations' Iess the estimated costs of com-

p and the estimated costs necessary to make the sale, exchange, or distributiotl

are recognized aSanexpensewhendeployedforutilizatiollorconsumptionintheordinarycourseofopera-

of the AuthoritY

h) Receivables

receivables are amounts due from customers for merchandise sold or servlces performed in the ordinary course of

ness. Ifcollection is exPected in one Year or less (or in the normal oPerating' cYcle ofthe business if longer), theY are a

as current assets' If not , they are Presented as nott-current assets

i) Payables

e payab les are obligations to pay for good s or services that have been acquirecl in the ordinary course of business

strppliers Accottnts PaYable are classified as current liabilities if PaYme nt is due within one vear or less (or in the

operating cycle of the business if longer). If not, theY are Presented as non -current liabilities

les are recognised initially at fair value and subsequently measureci at amortised cost using the effective interest

J Cash and Cash equivalents

and cash equivalents includes cash in hand, dePosits held at call with banks, other short term highly liquid invest-

with original maturities of three months or less, and bank overdrafts'

Provisions - IPSAS rg

s are recognised n,hen: the Authoritl' has a Present legal or cottstructive ohligation as a result of Past events; it is Probable

an outflow of resources raill be required to settle the obligation ; and the amount has been reliablY estimated' Restructuring Pro-

cornPrise lease tenntu ation Penalties and enrPIoYee terurinatiou pavmellts. Prorisiotrs are not recognised tbr future oPerating

are measttred at the Present value ofthe exPend itures exPected to be required to settle the obligation using a

tax rate that reflects current market assessments of the time value of moneY and the

increase in the provision due to passage of time is recoguised as interest exPense'

AnnualReportandFinancialstatementsfortheyearended30thJune2016
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Export Processing Zones Authority

l) Conting ent liabilities
The Authority does not recognize a contingent liability, but discloses details of any contingencies in the notes to the

financial statements, unless the possibility of an outflow of resources embodying economic benefits or service poten-

tial is remote.

m) Nature and purpose of reserves

The Authority creates and maintains reserves in terms of specific requirements. Surplus made during the year is cred-
ited to the accumulated surplus reserve while Deficit is debited to the accumulated reserv'e at tlie end of financial year.

n) Changes in accounting policies and estimates - IPSAS 3

The Authority recognizes the effects ofchanpies in accounting policy retrospectively. The effects ofchanges in account-
ing policy are applied prospectively if retrospective application is impractical.

o) Employee benefits - IPSAS z5

Retirement benefit plans

The Authority operates defined contribution retirement benerfit scheme for its enrployees while employees whcl are olt
contract qualify for gratuity upon end of the contract. 'fl.re Atrthority and all its employees also contribute to thc appro-
priate national Social Security Fund, which are defined contribution schemes. A defined contribution plan is a pension
plan under which the Authority pays fixed contributions into a separate entity. 'fhe Authority has no legal or corrstruc-
tive obligations to pay further contributions if the fund does not hold sufficient assets to pay all employees the benefits
relating to employee service in the current and prior periods

For defined contribution plans, the Authority pays contributions to publicly or privately administered plans on a man-
datory, contractual or voluntary basis. The Authority has no further payrnent obligations once the contributions have
been paid. The contributions are recognised as an employee benefit expense when they are due.

p) Foreigr currency transactions - IPSAS 4

Items included in the financial statements of each of the Authority's entities are measured using the currency of the
primary economic environnrent in which the entity operates ('the functional currency'). The financial statements are
presented in 'Kenyan Shillings (Kshs.), which is the Authority's functior.ral currency.

Foreign currency transactions are translated into the functiorral currenc)'using exchange rates prevailing at the dates of the trans-
actions or valuation u'here items are re-measured. Foreign exchange gains and losses resulting from the settlenrent ofsuch transac-
tions and from the translation at year-end exchange rates of nronetary assets and liabilities denoniinated in foreign currencies are
recognised in the incorne statement.

Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are presented in the in-
come statement r,r'ithin 'finance inconre or c<lst'. AII other foreign exchange gains and losses are presented in the in-
come statement within 'otl'rer income' or'othur expenses'

q) Borrowing costs - IPSAS 5

Borrowing costs are capitalized against qualiff ing assets as part of property, plant and equipment.
Such borrowing costs are capitalized over the period during which the asset is being acquired or constructed and bor-
rowings have been incurred.
Capitalization ceases when construction of the asset is complete. l'urther borrowing costs are charged to the statement
of fi nancial performance.

r3 Annual Report and Financial Statements for the year ended 30th June 2016
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r) parties - IPSAS zo

Authority regards a related party as a person or an entity with the ability to exeft control individually or jointly, or to

significant influence over the Authority, or vice versa. Members of key management are regarded as related par-

and comprise the senior management and directors.

s figures

re necessary comparative figures for the previous financial year have been anrended or reconfigured to conform to

th required changes in presentatiort

t) judgments and sources of estimation uncertainty - IPSAS r

mates and judgements are c<-rntinually evaluated and are based on historical experience and other factors, including

ence offuture events that are believed to be reasonable underthe circulnstances.

tes o,nd cssumpfions
key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date, that

a significant risk of causing a n.raterial adjustlnent to the carrying anrounts of assets and liabilities within the next

year, are described below

Authority based its assumptions and estimates on parameters available when the financial statements were pre-

However , existing circumstances and assurnptions about futtrre developments may change due to market changes

mstances arising beyond the control ofthe Authority. These areas include valuation ofbiological assets, recover-

of long outstanding debt and any tax matters that may arise

assets

ng the fair value of biological assets, management uses estimates based on historical data relating to number of trees and

rket prices per stem of tree. The methodologl, and assumptions used for estimating both the ralue and timing of future cash flows

reviewed regularly to reduce potential differencqs between market estimates and actual costs. The significant assumptions used

set out in note under biological assets.

Useful lives and residual values
useful lives and residual values of assets are assessed using the following indicators to inform potential future use

value from disposal:
The condition of the asset based on the assessment of experts employed by the Authority

The nature ofthe asset, its susceptibility and adaptabilitv to changes in technology and processes

The nature ofthe processes in which the asset is deployed

Availability of funding to replace the asset

Changes in the market in relation to the asset

Risk Management

Authoritl,,s actirities expose it to a varie[' of financial risks, market risk (including foreign exchange risk, fair value interest rate

cash flow interest risk and price risk), credit risk and liquidity risk. The Authorilv's overall risk management focuses on the un-

bilitv of financial markets and seeks to minimise potential adverse effects on its performance.

uat Report and Financial Statements for the year ended 30th June 2015
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ii) Useful lives and residual values
The useful lives and residual values of assets are assessed using the following indicators to inform potential future

use and value from disPosal:
'Ihe condition ofthe asset based orl the assesstnent of experts elllployed by the Authority

The nature ofthe asset, its susceptibility and adaptabilityto changes in technology and processes

The nature of the processes in which the asset is deployecl

Availability of funding to replace the asset

Changes in the market in relation to the asset

u) RiskManagement

The Authorit_v,s actir.ities expose it to a variety of financial risks, market risk (including foreign exchange risk, fair value interest

rate risli, cash flow interest risk and price risk), credit risk and liquidity risk. The Authority's overall risk management focuses otl

the unpredictabilitl. of financial nrarkets and seeks to minimise potential adverse effects on its performance'

Credit Risk

credit risk is managed on an Authority basis. creclit risk arises from deposits with banks and trade and <lther receiv-

ables. Credit risk is the risk that a counterparty will default nn its contractual obligations resulting in financial loss to

the Authority.

credit risk is managed by both Finance and Utilities and rechnical Division Departnrents (urs). Finance is responsible for man-

aging and analysinicredit risk for each new client before being contracted or recruited'

For trade receivables, the Authority's finance department assesses the credit qualitl'of each customer, taking into account its

financial position, past experience and other factclrs'

Liquidity Risk

Liquiditl,risk is the risk that the Authoritl.,uiil not be able to nreet its financial obligations as thel'fall due' Prudent Iiquidit)'risk

management includes maintaining suffici,ent cash and cash equivalents. Management perfornt cash flou'forecasting and monitor

rolling forecasts of the Authority'; Iiquiditl, requirernents to ensure it has suficient cash to meet its operational needs' Manage-

ment has put in place account receivable a,d account pa"v-ables clcles in u'hich receivables hat'e short coliection cycles against

long payabies cycle. some of the cash held bt, the authoriiy, o.r'er and above the amounts required for working capital manage-

ment are invested in interest bearing fixed deposit accounts'

i) Estimates and assumPtions
The key assumptio,s concerring the futtrr.e and other key sources of estimatiort uncertaintv at the reporting date'

that have a significant risk of causing a nlrterial adjustment t. the carrying amounts of assets and liabilities withi.

the next financial year' are described belou'

The Authority basecl its assunlptions ancl estimates on parameters available when the financial statements \i/ere pre-

pared. However, existing circumstanc". und u.rr*ptions about future developments may change due to market

changes or circumstance-s arising beyond the control of the Authority. These areas include valuation of biological as-

sets, ieco'rerability of long outstanding debt and any tax matters that may arise'

Biological assets

In determining the fair value of biological assets, management uses estimates based on historical data relating to number of

trees and market prices per stenl of tree. The methodologv and assumptions used for estimating both the value and timing of

future cash flows are reviewed repiularly to reduce poteniial differences between market estirnates and actual costs' The signifi-

cant assumPtions used

are set out in note trnder biological assets'

{t Annual Report and Financial Statements for the year ended 30th June 2016 #
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iii) Market Risk

arlv tinancial instrulttetrts subject to rllarl<et/price risli.

v) Subsequent events - IPSA-S 14

'lhere have bcen no e1'ents srrbsr.<lrrent to the finanr:ial vear end with a significant inrparct otr the finant:ial statements

fbr the vear ended 'Itttte ;3t1, :o15.

from Non-Exchage Tbansactions

lication and Licence fees

t Grant (GoIO

Monetary Revenue - Land

-Defferred Income

ue from Exchage Tbansactiong

ater Sales

ntal Income

terest from Fixed deposits

ther Income

Revenue

costs

asic salaries and wages

nnel allowances
Medical benefit
Social contributions
Other staffwelfare

2016

Kshs.000
39,168
79,1 13

22,400

9,370

20t5
Kshs.000

30,039
135,700

4,48r

150,051 170 220

t43,237
l23,ll7

17,600

52,975

168,232
154,820

14,099

22,435
359.686 336.930

637 607.160

119,338

L02,914
23,732
26,538

1,808

Llg,l44
109,598

18,604

25,460
2,775

274.330 274.580
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Export Processing Zones Authority

SBoard e4)enses

Board Allowances

Boards Committees expenses,Conferences and Seminars

4 Administrative exlrenaes

a Repairs and Maintenanoe

Property
Equipment
Vehicles
Other

bContracted sellrricee

Contracted Professional Services

Contracted Technical Services
Consultancy Fee

Contracted Guards
Audit fee

Total Administrative expenees

5 Other operating expenses

Goods Utilities Supplies & Services

Investment Promotion
Communication Supplies & Services

Domestic Travel & Other Transport Costs

Foreign Travel & Other Transport Costs

Printing Advert Info Supplly & Service

Rental of Produced Assets
Training Expenses
Hospitality Supplies and Services

Insurance Costs excluding medical
Specialised Materials and Supplies
Offrce General Supplies
Fuel Oil & Lublicants
Legal expenses
Other operating expenses

20L6
Kshs.000

9,816

9 911

2016
Kshs.000

7,597

0586

t9.727 13,654

1,693
1,258
2,769
1,090

4,542
1,279
2,757

l;tJ

6.810 9,311

2,604
1,462
5,815
9,600

600

6,572
679

4,296
8,440

20.081 19.987
26.890 29.299

5,276
29,734
6,904

19,516

8,979
15,188
7,846

13,998
r3,764
12,816
1L,744
16,585

7,979
6,886

10,107
2,856
6,685
6,358
3,321
4,667
3,766

i3.046

7,822
8,817
5,225
4,264
3,563

t0.442

127 101 ].4l 054

i} Annual Report and Financial Statements for the year ended 30th June 2016
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6 Depreciation

Buildings
Computers and Printers
Infrastructure
Motor Vehicles & Other Moveable Eqrdpment
Offrce Equipment
Office Furniture

Detailed
d BsnkAccounts
Recurrent Grant - NBK' Hill Branch
Water Deposit - NBK'Kitengela
Development Grant' NBK Kitengela
Sinking Fund Acc'NBK Kitengela

USD Operations Account 'KCB Moi Avenue
KSHs Operations Account ' KCB Kitengela
Water Operations Account' KCB Kitengela
Sub'total

2016
Kshs.000

8,321
7,546

10,403
7,442
2,660
2.O47

2016
IGhs.000

8,252
7,819
8,670

1o,443
1,756
L,749

38,419 88,689

TaGain on sale of assetg

Sales receipts from Disposed Assets
Net Book Value of Disposed Assets - (zao)

105

7b Gain on foreign exchange transactions 1,606 27,840
1,506 27.&LO

Total

443,046 123,577
114 0

t36,407 226.878
679,667 860,456

385

3,398
21,794

220,223
8,262

58,164
102,004
29,20t

6,096
19,043
16,306
5,761

57,596
2,768

16.007

u3,o46 L23.677

Annual Report and Financiat Statements for the year ended 3Oth June 2015
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2016
0
0

2016
g4

40

83,507
52,900

55,542
95,336
76,000

564,660 575,827
013)

11,615
448

1 1,193

156
529
L47

515
3,304
1.481

': 10.381 6,300
: *..

306
7,643
2.433

4;,* Annuat Report and Financial Statements for the year ended 30th June 2016
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Export Processing Zones Authority

PROPERTY PLANT AND EQUIPMENT

12 Biological Aseets

o,fhe propertv Plant ancl Equipmcnt Schcclule ubove doesn't include valrres of two Bore holes situated at Kitengelit

l'ownship. 'l'he vahres will be includecl otrce valttati<ln is carrietl ottt..

20L6
Kshs.000

149.516
554

20L6
Kshs.000

t48,750
767

Biological assets consists of Eucalyptus plantations at the Sewerage treatment Ponds

13 Trade and other payables from exchange tronaactioas

Cost at the start ofthe Year.
Additions during the Year
Balance C/f ag at SOth June 2014

Trade Creditors
Accruals
Deffered Income (Un earned Income)

Sundry creditors
Rention Money (Contrators)

Rent Deposits
Water Deposits
Sewer Deposits
Total deposits

16 Deffered Income

150,070 14!El6

27,025
t2,163

260,317
56,721

181,097

863
t4,362

266,620

Total trade and other PaYables 537.323 281.845

The carrying amounts of the above payables and accrued expenses approximate to

their fair value

14 R€funalable deposits from customers

39,589
8t,74L

2.363

39,210
77,728

2.363

L23,694 119,301

At start of the Year
Development Grant received during the Year

Electricity subsidy Grant (Beneficiary EPZ Entities)

Less: Transfers to EPZ Entities
EPZA

Adjustment
Less current year income

As at year end

1,108,492
2,005,802

912,973
200,000

50,000
(+e,ooo)

(0,+oo)

Q.+ai
(a,osz)
(s.szo)

3,101,872 1,108,492

{t Annual Report and Financial Statements for the year ended 30th June 2015 ffi
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INCOME

deferred income from Land, Buildings and Infrastructure since the year of acquisation (1998) from the

t amounting to Kshs 935,970,000 the Initial Grant from the Government of Kenya of
This

Gov

An

kshs 77,OOO for Land, Kshs 98,L83,000 for building and kshs 245,205,000 for infrastracture. This deffered

is recognised as income in the Income Statement at the rate of Kshs 9,370,000 in respect to the assets

and useful life..

tment of kshs 3,052,000 has been effected on FY 201,5/1,6 to correct historical errors arising from the

years' reporting on deffered income

16a Reseffes

Revaluation Reserves

Acsumulated Reserves at start of the year

Current year Surplus
Adjustments of the Iong outstanding accrued interest

16b Acsumulated Reeorn es at end of the year

6,728,206 6,728,206

249,228 227,838
24,675 37,318

(tr,gzg)

273,902 2119,228

2016
IGhs.000

20L6
Kshs.000

7,002,110 6.977.484

Accumulated Reserves at end of the year has'beea'ad'

justed to correct historical grrors arising from the pre'

vious years' reporting in the year 2014'15

Accumulated Reserves at end of the previous year has been adjusted to correct historical errors arising from the previ-

ous years'reporting

Annual Report and Financial Statements for the year ended 30th June 2016
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1? Cash'abionbddiftom operati'o$l
: r.

Be*qdli+fig+ ofpqflt b€&ne incqqe taF to gslo sBrcratd

2015'16
Sbs'000

2015
Shs'000

from

Surplusboftre t€x
Adg'ustments for:
Depreciation
Foreign exchange gain
Accrued Interest Income
Non Monetary Income
Grant amortization

Gain on disposals of property plant & equipment

Changes in biological assets

Cash from operatirons before changpe in Working capital

Charges in working caPital:

Trade Receivables & other receivables

Other receivables
Inventories
Trade & other PaYables

Cash generated from oPerations

24,675 37.318

38,419
(r,soe)

(zz,+oo)
(g,azo)

38,689
et,gqo)

15,239

(4t,226)

(ror)

Qat)(m+)

29,264 21,809

1 1,166

(a,e+g)
(s,ogt)

260,271
263,007

(zz,egg)

(e)
(a,oae)

(3b,874)

110.ffi5)(

292.270

t} Annual Report and Financial Statements for the year ended 3oth June 2015 ffi
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The

g Zones Authority

18 R€lat€d Pa*y l}ansactions

18a IGy Manasemont Compeneation

il Salaries and other short-term employment
benefits

iil Oir,estors' remuneration
Board Allowances

Boards Committees Conferences and Seminars

Sub'Total
Total

18b Transftre from Deparhente of Inilustrialization
il Devetropment Grant

Quarter 1

Quarter 2

Quarter 3

Quarter 4

Transfers from Kenya l,eather Dev Council

Electricity Subsidy Grant forEPZ Entities

Sub'Total

18b iil Recrurent Grant
Quarter 1

Quarter 2

Quirrter 4 "''' .'
Sub:Total
Total Cirarrt neceivea

66,14L 49,L27

9,816 7,597

9,911 6.058
1 727
86,868 62,782

2016
Shs'000

2016
Shs'000

500,000
500,000
500,000
500,000

50,000
50,000
50,000
50,000

5,801

50,000

2,005,801 260,000

25,150
7,663

25,L50
2L 150

27,900
27,900
27,900

79.118 1:t5.700
2.084.9 886.700

ngent Liability

uthority has contingent liabilities in respect of legal claims arising in the ordinary course of business

is a dispute between the Authority and the Nairobi Water and Sewerage Company Limited regarding a six

kilometre water Pipeline along Mombasa Road

is a litigation case regarcling the ownership of a parcel of land Olooloitikoshi/Kitengela/70.The case is in

w Court and the Authority has to wait for the outcome

Authority was suecl by two former employees, Mr. James Antony Maingi Muriithi and Mr.Muema Kaindi

lo, for alleged wrongful dismissal. The matter is awaiting the outcome of the court'

is an amount of Kshs. '1g,024,637 being VAT on the incubator project. The contract entered into was exclusive

VAT but the project could be subject to VAT as the Authority is not a licensed developer

r-} Annual Report and Financial Statements for the year ended 3fth June 2016
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20. Capital Intensive Projects

As at the end of financial year 201,s/1.6,the Authority had two capital projects being undertaken, that is'

The textile Centre of Excellence at Athi River and

Lrdustrial Leather Park at Kenanie.

These are two capital intensive projects and by the close of the year the authority had committed 2'6 billion

zr. PriorYear Adjuslrnent( Board and Employee Extrrenses)

Ir:r 2015 an employee cost of Ksh. 2,775,000 was treated under board exPenses while board expenses of

Ksh. 6,05g,000 wrongly charged under staff cost. This has been corrected in the current year'

{_} Annual Report and Financial Statements for the year ended 30th June 2015 t
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, -xport

,,
The

No. on

audit
port

to the auditor in the financial year 2014-15. We have nominated focal persons to resolve the various

ISS as shown below with the associated time frame within which we expect the issues to be resolved

Zones Authority

PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

Ilowing is the summ ary of issues raised by the external auditor, and management comments that were

(Resolued /
NotRe-
solued)

Status: Timeftame:

(Put a date
rohengou
expect the
issue to be
resohsed)

Focal Point
person to
resolve the
issue GVame
o.nd desig-
nation)

Management commentse

e

Issue / Observations from Au-
ditor

On goingCEO and GM-
Utilities &
Technical Ser-

vices.

Not Resolvedi) The Authorit)' is in the process of
obtaining o'*mership documents for
LR. No. Olooloitikoshi/Kitengela/6t
measuring approx. r hectare. The land
u'as sun,eyed and beacons placed on

the ground with the concurrence of
the owner. The Authority is currentll'
follou,ing up with the ou'ner to formal-
11'transfer the land to EPZA.

ii) On the issue of ownershiP of LR.

No. Olooloitikoshi/Kitengela/7o the
matter is in court and the Authoritf is

arvaiting a Court's decision. As of norv,

the Authority has to n'ait for the out-

come of the court case.

As previousll, reported included in

propert]', plant and equipment bal-

ance of Kshs 7,z5z,roo,ooo as at 30
.Iune zor4 are t'^'o parcels of land

Ref .LR. No. Olooloitikoshi/
Kitengela/6r and 7o, nteasuring z

hectares and ralued at Kshs

2,250,ooo. Although the Parcels of
land were acquired and gazetted

through Gazette notice Nos.zSoz

and z8o3 of 5 Jul1, r99r, the Author-
ity had not obtained the title docu-

ments as at 30 June 2014

Land
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Export Processing Zones Authority

on-golng
2

.)

Not Reso

and'fechnical
Sen'ices

GM-

uith the Ministn of Enrironntettt,

\\Iater and Natural Resources rtho

dug and equipped the borehole at the

elevated u'ater tank to have the bore-

hole's asset formallv transferred to

EPZA. Attached please find the rele-

rant correspondence.

ii) Ttre Borehole next to EPZA police

post is situated orr I'IPZA land and

or,vnership is I'udher supported b1'

inrplied atrtl adverse possessiolt over

the 1'ears.

iii) \'aluation of the borehole assets

for recognition as assets ofthe Au-

thoritv will be done in tlte course of

the zor4-t5 filrancial vear.

i) Arrthoritl' curreltt

In zoo7, tlte then N'linistll of Water

and Irrigation developed tr'r'o (z)

boreholes on EPZA laud, one at the

disputed parcel of land next tcr

PCEA Church Kitengela'for'r-nship
and the other next to the EPZA Po-
lice post. The tnanagenrent has indi-
cated that o'*nership of boreholes

was handed over to the Authoritr'
u.ithout fomral docunrentatiou and

that ttre borehole's have beerr tested

and confirnted to be economically
r.iable. Hou'ever, no evidence has

been pro,u{ded for audit rerierv tr.r

confirm that the tuo boreholes have

been valued and recognized as the

assets of the Authoritl'.

ln the circumstances, it has not

been possible to confirm that the
Property, Piant and EquiPment bal-

ance of kishs.7, 252,1oo,ooo as at

30 ,lune 2cl14 is fairh'stated.

On-qointl

Tha.lin'nrcr
(.'EO'.s ctrst'

u,ill lx'lfu>
pertdt'rtt ttltttrt

thc b)A(l() utn-
clttsiort rlf'the
rnatter.

NotCEO

ordere:d to pay the Autlrcritu all out-
staniirut rrrt;nic.s. 'l'his mutter ruas

.fbrtLttu'tled to Ethic.s and Anti-
C<n'ntptiort (btrttrtis.sion and tha .lir'
rtttt' o.f'ficer ts ttrtdcr inu<:sligltttitttt

pc n dirt51 trrnclu.siort.

CEO was

As preufutnshl reportad, inclutled irt
tru<le and other recaiuoblcs hul<utcc

ry' K.slr.s 478.995,tttxt as at 13tt ,lurrc

2014 is (ln atll(rtott o/ I(.sh.s.

1o,536,7()U tuhich rclata.s to ttrl-

utntces untl out.stuntlingT intprt'.sI.s

r'.ssricd t<r cx-stul.f'. 'l'\rc Jigu'e ttr-

cludc.s K.slr.s. tl,69rt,7tl6 ts.sucd lrr

.fonncr Chtef lixet:utiut' O.t'ficar o.l'

the Arrthoritll.'l'hrz Jitnw CEO <lts-

requrrle<l tlrc Goucrnrnertt code o.f

regulatfuns (LIto) on atluanca <tJ'

salary tuhich prouides thut urt ad-

uance of not nlore thurt one ntortth

xtlary may be granted to an ofJicar

owirtll to circumstances begond hts/
her control.

o'7?.dOthet
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It further proutdes that aduance

may be granted onlY u;hen an of-

fi.cer has no other outstandingl sala-
ry aduance and should not be more

than two within one Year. The Au-

thority's tnter nal manag ement p<tli-

cy also provides that in the absence

of a written arrangement, recouer-

ies of aduance to staff should be

done through the PaYroll which

wo.s contrauened.

Further by the former CEO ustng

the Authority'.s senir.rr officers ap-
proued and authoriz,ed salarY ad-

uances and other forms ofaduances

for himself without seekingt approu'
al.ftont the Board of Directors- This

was tn total disregard <tf Gouern-
ment reqtilation and the Authority's
staff manual qouerningl solary ad'
uences. In uddition, arnount of
Kshs.98o,9tg.tg granted to hirn os

inrpre.st shoultl hauc beert surren-
dered wtthin 18 hours afier com-
pletion of asstgtnment for which the

tmprest tuas issued. This amounts

to uiolation of existtng regulation

and abuse of office bY former CEO.

ConsequentlY, the accuracY and

recouerability of trade and other

receiuables balance of Kshs.4z8,

gg;,ooo as at 30 June zot4 could

not be confirmed.

a
)ort ing Zones AuthoritY

Officer Chairmg4
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