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ANNUAL REPORTS AND F'INANCIAL STATEMENTS

FOR TFIE YEAR ENDED 3OTH JLN{E 2017

,,prepared in accordance with the Accrual Basis of, Accounting Method

under the International Financial Reporting Standards (IFRS)

Vision Statement:

Globally competitive airport facilities and

I

1ff,
,,iF!

j ' ,i"

servlces

Mission Statement

To provide efficient and effective airporl

facilities and services in a sustainable

envilonment

Core Values

,P

Team spirit

Integrity

Professionalism

Good governance

Innovation

Quality Status:

KAA is certified in ISO 9001:2008 Quality

Management System.



KE\IYA AIRPORTS AUTHORITY
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Significant Statistics of the Year

l-otal Asset Base
Kshs.74.49

Billion

2



I

I

l

i

L

Iti
{t
I

il

I

I

L-

I

l

,l

1i
l

;-i
l

I

tl
_rl

i

l

I

S

KENYA AIRPORTS AUTHORITY
AL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3OTH JI.]NE 2017

PAGE

of the Year

onEntity

of

2

4-10

1 1-16

t7-20

21-22

23-25

26-30

31-35

36-37

3B

39

40

41

42

43-44

4s-s9

60-76

77-94

S

T
,s

of the Executive Officer

Statement

Socia1 Responsibility Statement

of the

of ' Responsibilities

of the A tor General

ancial Sta ents:

ofC rre lncome

of al Position

of in Equity

of FIows

of of Budget and Actual Amounts

ofS Accounting Policies

N to the Financial Statements

)



KENYA AIRPORTS AUTHORITY
ANNUAL REPORTS AND F'INANCIAL STATEMENTS

FOR TFM YEAR ENDED 3OTH JLNE 2OI7

KEY ENTITY INFORMATION

Background Information

Kenya Airporls Authority is a body corpolate in Kenya formed under the Kelya Airports
Authority Act Cap 395, and is domiciled in Kenya

Principal Activities

The principal activities of Ke,ya Airporls Authority are:

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

o To provide such other amenities or facilities for passengers and other persons making use
of the se,vices or the facilities p,ovided by the Author.ityo Construct any other necessary or desirable rvorks lequired for the purposes of the
Authority;

o control the construction and use of prescribed aeroclrornes;o Cany on any business that rray be necessary or desilable for the purposes of the Author.ity
and act as an agent for the Government in the provision of any agreed functions;o Acquile, construct, manufactule, maintain or repair any ra,or.ks, plants or apparatus
necessarJ o, desi,able fo. the pulposes of the Authority;o Determine, impose and levy t'ates, charges, dues or fees for any services performed by the
Authority, oI for use by any pelson of the facilities plovided Uy ure Authtrity, or for. the
grant to any person of a licence, permit or certificate.

R.isk Ivlanagement F ramrework and Fotricy statemaenet

KAA has adopted an Enterprise Risk Management (ERM) framework which forms an
ttitegral pat't of the reporting, controlling and planning procedures. The ERM fi.amework
supports value creation by enabling management to deai effectively with potential future
events that create uncertainty and allows responses that reduce likelihood of downside
outcomes.

The purpose of the risk management policy is to ensure that the KAA pursues a structured
approach to management of risk. The Autholity applies a consistent framework for the
management of Iisk. This incorporates the appiication of risk rnanagement strategies,
processes and infi'astlucture to support the vision for risk management.

The strategic imperative of the risk managernent frarnework is to develop risk management as
a core capability and assist the board and management detennine the appetite for risk (choice
of strategies and actions) and tolerance to risk (economic and oper-ating sensitivities) and to
communicate these thr.oughout KAA.
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KENYA AIRPORTS AUTHORITY
REPORTS AND FINANCIAL STATEMENTS

FOR TFIE YEAR ENDED 3OT}I JUNE 2OI7

ENTITY RMATION (Continued)

Risks

and security risks
from regional airports

lm delays

, communication and related backup systems

0perational cyber security risks
kotracted
tr and and encroachment
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KENYA AIRPORTS AUTHORITY
ANNUAL REPORTS AND FINANCIAL STATEMENTS

FOR TFM YEAR ENDED 3OTH JLTNE 2OI7

KEY ENTITY INFORMATION (Continued)

Directors

The Directors who served the entity during the year were as forows

Mr.Issac Awuondo
Gen. (Rtd) Dr. Julius W. Karangi,

EGH, CBS, DCO, LOM
Mr. Jonny Andersen
Capt. Bootsy Mutiso

Ms. Susan Kiama

Mr. Mbatia Kimani

Mr. William Ole Mayiani

Ms. Jeridah Bosibori Mbaka
Prof. Arch. Paul Mwangi Maringa

10. Dr. Kamau Thugge, EBS

11. Dr. Eng. Karanja Kibicho

i2. Ms. Eunice Kigen

13. Mr. Amos Gathecha

14. Ms Angelah Rugut

15. Ms. Irene W. Ireri

Corporation Secretary
X(atherine N. Kisila
Airport North Road
F. O. Box 19001-00501
NAIROBI

Chairman Appointed on 23,d May, 201 g

(Retired on lst January, 2019)
Managing Director
Director
Director

Director

Director

Director
Director
Principal Secretary
Ministry of Transport & Infrastructure

Director
Principal Secretary
National Treasury

Director
Principal Secretary
Ministry of Interior & Coordination of
National Government

Alternate Director
National Treasury

I
2

3

4

5

6.

7.

8.

9.

Altemate Director
Ministry of Interior & Coordination of
National Government

Alternate Director - Nominated on 22/05/2}lg
Vi{sJrf of Transport, Infrastructure, Housin g
and Urban Development
Alternate Director - Replaced on22/05/201g
UilsJV of Transport, lnfrastructure, Housing
and Urban Development
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REPORTS AND FINANCIAL STATEMENTS

FOR TI{E YEAR ENDED 3OTH JLT]TTE 2OT7

ON (Continued)

tered Offi orporate Headquarters

ya Airports uthority- Headquarlers
North

O. Box 1900 -00s01
I

: +254-02 8221 1 r I 66t 1000 t66 1 2000
+254 205 061/2t3t4tst6t7t8

info@kaa.go.ke
.kaa.go.ke

o Kenyattal International Airport
. Box 19081-oo5o1

OBI
i +254-020- 221 1 1 I 661 1 000/66 1 2000

+254 7 20s 061t2t3t4tst6t7tB

Inte Airport
O. Box 939 01 15

ENTITY

+25

o

: +254-020-!
bile: +254 7'.

2063844
2772,7t2-452t74

4-041-J+itzrt
+2s 4 1 

163 

t8s 1 s I 6 /7, 1 27 4n 7 91

uIn tional Airport
O. Box 13

+254- (05 3118612524399
le: +254 76s3491728 76s360t1

on Airpo
O. Box I

OBI
i0t94U2t3
24256837,724255343
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ANNUAL REPORTS AND FINANCIAL STATEMENTS

FoR THE YEAR ENDED 3orH JLrI.rE 2ot7

INFORMATION (Continued)try Brurrty
Lokichoggio Airport
P. O. Box 88
lorucHoclo
l et: +25 4 -054-32266/3244I

Malindi Airport
Pr O. Box 67
MALINDI
Tpl: + 254-042-2131201 t2t3 1 93 I
Mobile: +254 7 10230386, 7 to26t 550, 73g231201

Ifitale Airstrip
P. O. Box t7t8
I(TTALE
Tel: +254-054- 31017

Wajir Airport
P. O. Box 512

WAJIR
Tel: + 254-046-421 0tg I 4213 62

Ut<unda Airstrip
P O. Box i39
I(WALE
Tell : + 254-040-3202126t3203246

Manda Airstrip
P. O. Box 167
L4MU
Tel: +254-042-633019

Lodrvar Airstrip
LODWAR

Eldoret Airstrip
ELDORET

Isiglo Airport
P.Q. Box 817 - 60300
ISIOLO

Nahyuki Airstrip
P.0. Box 1436- 10400
NANYUI(I

8
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KENYA AIRPORTS AUTHOzuTY
ANNUAL REPORTS AND FINANCIAL STATEMENTS

FoR THE YEAR ENDED 30" JLrl.lE 2ol7

I
KEY ENTITY INFORMATION (Continued)

Kabunde AirstriP
P. Q Box 887

HOMABAY

Primcipal Bankers

Barclays Bank of KenYa Limited
Enlerprise Road Branch

P. O. Box 18060-Nairobi
NAIROBI
T el: +25 4 -020-5 3 0700- 1

ciiiUant< N.e
Ufper Hill Branch
P.O Box 30711-00100
NAIROBI
Tel: +254 -020-2754800

Falnily Bank Limited
Fatrnily Bank Towers-Corporate Branch

P.O. Box 74145-A0200
NAIROBI
Tel: +254 -020-318173

Kenya Commercial Bank
Moi Avenue Branch
P.b. gox 48400-00100
NAIROgI
Tel: +254-020-327000

N4tional Bank of KenYa Limited
Jgmo Kenyatta International Branch
pl O. Box 19230-0050i-GPO Nairobi, Kenva

TEI: +2s q -o2o -827 28 6, 07 1 o -223 623

Standard Chartered Bank of Kenya limited

I{enyatta Avenue Branch

PlO. gox 30001-00100
NAIROBI.
Tel: +254-020-329400

Equity Bank Limited
Equity Centre,

F.O Box 75104-00200

Nairobi, Kenya
Tel +254-020-226200

9
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REPORTS AND FINANCIAL STATEIVIENTS

FOR TIM YEAR ENDED 3OTH JUNE 2017

INFORMATION (Continued) f
C Bank ted

House, Road,
O Box 445 0100

bi,
+254-02 2888217

t uditor

N Audit Office
versary T

O. Box 3 -00100

: +254-20-3 5777
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KENYA AIRPORTS AUTHORITY
ANNUAL REPORTS AND FINIANCIAL STATEMENTS

FOR TIIE YEAR ENDED 3OTFI JLINTE 2OI7

BOARD OF DIRECTORS

Mr. Isaac Awuondo
(Appointed on 23'd M"y,2018)
Bachelor of Commerce (Accounting and Finance)
degree from the University of Nairobi. He is a

member of the Institute of Chartered Accountants
in England and Wales (ACA) and member of the
Institute of Certified Public Accountants of Kenya
(cPA K).
He is chairman of the Financial Sector Board of
K-EPSA, chairman of the Council of Riara
University and director of Bata Shoes Company
Kenya Limited and Nairobi Java House Limited.
He is also chairman of the Kenya Conseratoire of
Music and the Kenya Hospital Association
Q.{airobi Hospital) and trustee of the Rhino Trust
and Zawadi Africa Education Fund.

Gen. (Rtd) Dr. ,Iulius W. Karangi, EGH, CtsS,
DCO, LOM
(R.etired on 1't January 2018)
Masters of Science (MSc) Degree in Security &
Risk Management - University of Leicester (UK)
Honorary Doctorate on Hurnane Letters (Honoris
Causa) - Kenyatta University.
Retired General of the Kenya Defence Forces
(KDF). Formerly Lieutenant General and Vice
Chief of Defence HQs, the Commandel of the
Kenya Air Force, Moi Air Base, and Kenya Air
Force Logisitcs Command, Commandant
Defence Staff College, Incharge of training,
doctrine and procurement fol KDF. He has
received National Honors of Elder of the Older
of the Golden Heart of Kenya (EGH), Chief of
the Order of the Burning Spear (CBS),
Distinguished Condnct Order (DCO) and
Legion of Merit.

1l
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rdf no,{nD oF DIRECToRS (Corrtinued)

Mr. Jonny Andersen

i
I
1

q

,'1.ffi

Mastel of Science degree in Air Transporl
Management - Cranfield University, UK

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

Formelly Director of National Airporls at
Avinor AS, a state-owned firm that
rnanages airporls in Norway, with
lesponsibiIity fol seven state-owned airpolt
hubs.

Dr. trng. Karanja Xftbicho
Principal Secretary, State Depai'tment of
Interioi- and Coordination of National
Govemment

Doctorate in Mechanical Engineering -
University of Cape Town, South Afi'ica
Master of Science (MSc) degree in Mechanical
Engineering
Bachelor of Science (BSc) in Mechanical
Engineering

Gq-..u:.--*

:rr
,;- jth-?. ',
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KENYA AIRPORTS AUTHORITY
ANThIUAL REPORTS AND FINANCIAL STATEMEhITS

FOR TI-IE YEAR ENDED 3OTH JINE 2017

THE BOARD OF DIRECTORS (Continued)

Prof. Arch. Paul Mwangi Maringa
Principal Secretary, State Department of
Transport, Ministry of Transport, Infi'astructure,
Housing & Urban Development

PhD - Envilonmental Planning
Mastels of Arts in Planning, Urban and Regional
Planning
Bachelor of Alchitecture Deglee

Dr. Kamau Thugge, EBS
Principal Secretary, National Treasury

PlrD Economics
Master of Ats ( Econornics),
Bachelor of Arts ( Economics),
He has worked i,vith the International
Morretary Fund (IMF).

Capt. Bootsy Mutiso (MILM)
Director

Diploma in Airport Operations
Diploma in Business & Professional Administration,
City & Guilds of London Institute

Cuuently Managing Director, Flex Air Charters
Membel of the Institute of Leadership &
Management of England

Currently pursuing a BA (Hons) in Business
Management - University of Lincoln - (UK)

h *..,
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KENYA AIRPORTS AUTFIORITYANNUAL REPORTS AND EiT.IAXCIAL STATEMENITSFoR TFD YEAR ENDED :o,,IuG;oI;

Mr. Mbatia Kimani
Director

MBA
Bachelor of Commerce
cPA (K)

He has previously held diverse Multi_Country rolesup to CFO levei for ASSA ABLOY for theAfica/Middle resion based i, fofrunri.sbur.g and asHead of Finance 
"fo, 

K.r,ya air*uyrln addition, healso worl<ed for Coca_Cola Afr.ica ana Best Foods(Unilever) among others.

Ms.,trel.iclah tsosibori Mbaka
Director.

Master of Business Administration
Higher Diplorna in HR Management
Bachelor-of Arts
Member of the Institute of Human ResourceManagement
She has a wide ,

R.s o u,.. il;;;#:ii:i"*::i:1i; T",*r ixseveral institutions including NSSf,, plan
International - Kenya and Directlorate of personnel
Management

\
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KENYA AIRPORTS AUTHORITY
ANNUAL REPORTS AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED 3OTH JLINE 2OI7

t'r

iuE noaRD oF DIRECTORS (Continued)

Mr. William Ole Mayiani
Director

Bachelor of Arts - Business Economics

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

Ms. Susan Ifiama
Director

Post Graduate Diploma in Personnel Management &
Industrial Relations
Bachelor of Arts( Business Administration & Economics)
Fellow of the Chartered Institute of Personnel &
Development UI(, Fellow of the Institute of Human
Resource Management- I(enya, Member of World at
Work-USA, Member of Society for Human Resource
Management- USA, member of I(enya Institute of
Management.

Qurrently Managing Consultant with Three Green Apples Consulting Ltd. She has a vast working
knowledge of Human Resource Management Services, having worked as Chief Human Resource
Officer at Safaricom Ltd, Head of Human Resource at Citibank NA-Kenya, Principal Consultant
tluitt O*toitte & Touche Consulting-Kenya, and Tetra Pak-UI(.

Ms. Eunice Kigen
Alternate Director, Principal Secretary, National
Treasury

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

l5



I(ENYA AIRPORTS AUTHORITY
ANNUAL REPORTS AND I.'INANCIAL STATEMENTS

FOR THE YEAR ENDED 3OTIJ JLNE 2OI7

TIIE BOARD OF DIRECTORS (Continued)

Ms. Angelah C. Rugut
(Nominate d on 22"d Muy, 2018)
Alternate Director, Principal Secretary, Department
of Transport, Ministry of Transport, lnfrastructure,
Housing & Urban Development.

MBA - Strategic Management
Bachelor Degree Bsc (Applied Statistics)
Civil Aviation Management - Aviation hub
Strategies and policies.

Ms. Irene W.Ireri
(Replaced on 22"d May, 2018)
Alternate Director, Principal Secretary, Department
of Transporl, Ministry of Transport, Infrastructure,
Housing & Urban Development.

MBA in Aviation, Bachelor of Arts, Air Law,
Aviation Management and various courses in Air
Transport.

Currently Senior Assistant Director of Air Transport
in the Ministry of Transport, Infrastructure, Housing
& Urban Development.

Mr. Amos Gathecha
Alternate Director', Principal Secretary, Ministry of
Interior and Coordination of National Government
Masters in Intemational Studies
Graduate: National Defence College (Kenya)
Graduate: University of Nairobi - Political Science
and Philosophy
Paramilitary training, Advanced public
Administration and Senior Leadership Development
Course from Kenya School of Government
Currently Secretary, Security Operations, policy and
Structures

t6
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spNron MANAGEMENT rEAM
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Mr. Jonny Andersen

Master of Science degree in Air Transport
Management - Cranfield University, UK

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

Mr. Alex Gitari
General Manager, Finance

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

E
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slNton MANAGEMENT TEAM (Continued)
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Mr. Samson Kimilu
General Manager Risk Management & Internal Audit

MBA Strategic Management and Finance

Bachelor of Science in Business Administration,
Certifi ed Public Accountant (CPA-K),
International Airporl Professional (lAP),
Member of Institute of Certified Public Accountants
of Kenya.

Ms. I(atherine N. I(isila, NDC (I()
Corporation Secretary

Master of Arts , International Studies,

Bachelor of Laws (LLB), Bachelor of Arts
(Economics & Sociology),
Certifi ed Public Secretary (CPS-K),
Advocate of the High Court,
Commissioner for Oaths, Notary Public.

Mr. I(asaine Ole Pertet
General Manager, Information and Communication
Technology

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

l8
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SENIOR MANAGEMENT TEAM (Continued)

I
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Dr. Elizabeth Kalei
General Manager, Human Resource Development

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

Brig Gen (Rtd) George I(abugi Gikonyo
General Manager Security Services

Retired Brigadier General with thirty-seven
years of military experience in I(enya and
Africa.
Dip. International Studies
Graduate of National Defense Course
Dip. Army Armor - US Army.

Mr. Jimmy Kibati
General lvlanager, llarketing & Business
Development

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

ffiI
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SENIOR MANAGEMENT TEAM (Continued)
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Arch. Fredrick Odawo
Ag. General Manager, Projects & Engineering
Services

Postgraduate diploma in Airport Engineering
Bachelor's Degree in Architecture
Corporate Member - Architectural Society of
Kenya
Associate Arbitrator.

Mr. Patrick Wanjuki
General Manager, Procurement & Logistics

N4asters Degree in Fublic ProcurementLaw 8c

Policy fi'om the University of lrlottingham,
Eachelor of Law Degree
Bachelor of Commerce Degree in Finance

Post Graduate Diplorna in Purchasing and Supplies
Marragement,
Post Graduate Diploma fi'om the l(enya School of
Law
Certifi ed Public Accountant.

Mr. Henry Ogoye
Head of Corporate Plarming

MBA Finance and MA(Economics),
Bachelor of Arts (Maths and Economics),
Diploma Financial Management.
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FOR THE YEAR ENDED 3OTH JTII\IE 2OI7

i

CHAIRMAN'S STATEMENT

O;ur flight and passenger traffic performed well in the year on account of robust domestic
operations and recovery of the international sector. Cargo on the other hand declined
marginally due to depressed demand of cut-flowers and fresh produce in the Euro Zone
Market.

Despite mixed performance, the aggregate effect of the industry was in excess of l )% of the
gross domestic product with direct revenue generation, capital expenditure and corporation
t4x payments of ksh. 15.90 billion, Ksh. 2.68 billion and Ksh. 256 million respectively. The
industry also supported about 200,000 direct and indirect jobs and modern- supply'chain
arrangements for businesses through just in time inventory management.

We are looking forward to enhanced cost effective air connectivity for the good of export and
impo.t trade including speedy delivery of perishable raw materials and essential supplies and
overall productivity beginning with the anticipated direct flight operations between I(enya
arrd the United States of America.

To this end, we will continue to match airside, terminal and landside capacity upgrade with
trhffic growth to avoid over-capitalization through an all-inclusive consultative and
cbordinated process including on time development and commissioning. This will be
supported by optimal deployment of resources, environmental sensitivity, process clarity and
compliance, commercial footprint and seamless acceptable service delivery.

In complementing the Government resolve for the well-being of all I(enyans, the Authority
spent close to l(sh. 8 million on various activities covering health, education and nutrition on
l6 institutions as pan of our corporate Social Responsibility as follows: -

2l
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ANNUAL REPORTS AND FINANCIAL STATEMENTS
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T[re emerging business environment including the impending liberalization of the regional

airspace will require in-house business re-engineering for the requisite infrastructure to attract

irfward investment, employment, productivity growth and general economic well-being. The

Board, Managernent, Staff and the Stakeholders at large must therefore begin the joumey in

earnest within their respective mandates to make this happen. Finally, I take this opportunity

to thank the Government, members of the Board, Management and Staff, Stakeholders and

business partners for their respective support to our business in the year and urge them to

Jceepup:hq_qpg!

Mr. Isaac Awuondo
Chairman of the Board

i

I
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KENYA AIRPORTS AUTHOzuTY
ANNUAL REPORTS AND FINANCIAL STATEI\,ENTS

F'OR THE YEAR ENDED 3OTH JLINE, 2OT7

REPORT OF THE CHIEF EXECUTIVE OFF'ICEI{.

In the year under review, the giobal economy grew marginally at3.1o/o, on account of unclear'

policy direction under the Trump Presidency in the United States of America, economic
aftenhath of the UK exit of European Union, general insecurity and refugee crisis and
recessionary state of commodity led economies. In Afi'ica, economic powerhouses, Nigeria and

South Afi'ica registered negiigible glowth while Sub-Saharan Afiica grew by 3.0o/o attributable
to subdued commodity plices.

Domestically, the economy grew by about 5.8o/o, as a result of stable macro-econornic
environment leading to good pelformance in tourism and selvices. However, this growth cor-rld

have been better in the absence ofdrought that affected the agliculturai sector.

Operational Performance: Despite the global economic challenges, the aviation sector
remained resilient. Flights and passenger numbers and cargo volume increased by 5.3o/0,7.60/o
and 3.6Yo to 35.8 million, 3.8 billion and 54.3 million tons. Passenger load factor averaged
80.3% while capacity grew by 6.4%. The corlesponding financial performance was US$ 705
brliion and US$ 659 billion with lespect to revenue and expenses.

Loc4lly, the operational perfourance was equally strong with flights 6.30/o up to 301,885 while
passenger traffic also increased 8.0% to 10.2 rnillion on account of a vibrant domestic sector'

notably by F1y540 COM, Jambo Jet and Safari Linl< and gradual rebound of the international
demand entailing enhanced fi'equencies, route expansion and entry of new carriers. The Middle
East, Far East and the Indian Ocean Islands experienced increased activity io and fro Jomo
I(enyatta lnternational Airporl.

Calgo was marginally down to 253 million kilograrns attributable to depressed economic status
of its Euro Zoire market. The scenario would have been better had our base canier Kenya
Airways expedited its business recovery in the year. Our runways. aprons and taxiways as well
as terminal facilities across the network wele maintained in functional state to supporl
opelations.

Fidancial Performance: revenue fol the year 201612017 was Ksh. 15.90 billion up from I(sh.
12.51 billion in 201512016 rnainly supported by favorable tlaffic performance, US$10 increase
in intelnational airport passenger depariule charge and a strong United States of Arnelica Dollar
against the local cunenc)/. Operating expenses, on the othel hand, rose by about l7okto 10.93
biil,ion on account of growth in depreciation of properly, plant and equipment and expenditure
on intangible assets.

Assets and tr,iabilities: total assets expanded by 8% to ksh.74.49 biilion atthe close of the year
attlibutable to increase in cash and cash equivalent while liabilities declined by 2.5o/o to
Ksh.19.50 billion due to debt repayments and reduced disbursernent of airstrips funds.

Infrastructure Capacity Improvements.'upgrade program of network airside and iandside
infrastructure to meet demand groMh continued in the yeal as described below.
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Jomo Kenyatta International Airport-JKIA Facilities: detailed design for remodeiing of
terminils IB, IC and ID to augrnent passenger handling capacity commenced iu the year rvhile

the sarne work fot' the second runway was completed and the plocess to secut'e funds for

development initiated. The second runway is meant to enhance airside capacity for long haul

operations and also accommodate Code F airclafts. Other activities canied out at the facility
include provision of canopies at Terminals 1A and lE for passenger comfott and convenience,

operationalization of the parking garage with a capacity to handle 1,200 cars and design works

to improve water supply, reticulation and waste rvater tnanagement.

Moi International Airport- MIA Facilities: focus was on plepalatorl, activities to improve the

pavement for capacity and safety with work expected to comtnence within 2A1l for a period of
two years. Other targeted auxilialy deliverabies at the airporl include enhanced water supply,

reticulation and waste water management as well as stabiiization of powel supply.

Kisumu International Airpol't (KIA): 1.402 I(M of the runway was widened and strenglhened

to handle Code "D" airclafts i.e.8767 for passenger and catgo operatiotts. 0.4481(M of the

workS that remained will be finalized in 201712018.

Wilson Airport: wolk on the rehabilitation of pavement conttlenced u,ith the provision of
temporaly faciliry to suppolt operations in the inten'ening period.

It{alilrc}i Ail'pont: improvement ptogressed on the apron and cai'parking capacit-v as rvell as on

safefi and secut'ity infi-astiuctui'e. The process of land acquisition to extend the ruirway aud also

constluct access roads, palking and secutity fence proglessed in the year.

lsiolo Airport: new aircraft pavement and feeder road were completed to ready the facility for

opelations.

Other Projects: airstlips projects including Nanyuki, Voi-ikanga, Suneka, Bomet, Lafey and

Mandera ealmarked for improvement encountered challenges of litigation, land encroachment

ald contractor capacity. Otherwise refurbishulent of the Training Academy in terms of thelmal

comfolt and general ambience was completed in the year. The facilitl, offers tlaiuing on aviation

secur-ity, safeb, and fire managen'Lent. Finally, the t'elocation of Mkwakwani Primary School to

pave way for t'unu,ay extension at U\unda Airstrip was substantially complete except tire

classioom block and the waslu'ooms.

Safefy and Security: airside safety awareness program and safety mailagement issues

implemented across the airporl network. FulI emelgency and table top drills were carried out at

our international airporls. Aviation secnlitl, screening equipment were acquii'ed, seculity

monltoring towers installed and integrated Security Management Systerns implemented.

Elsewhere, Transport Security and Administlation (TSA) of USA canied out an assessment of
JK-IA in preparation for the direct flight operations between I(enya and the United States of
Amelica.

Automation: leverage on technology for business suppof continued in the yeal v'rith the rnain

activities being installation of Information Technology Systerns (iTS) at Terminals 1A, 1D and

1E at JKIA and at Isiolo Airporl. Integration of SAP - Suppiier Reiations Mana-eement with

I

i
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Integfated Financial Management Infortnation System lvas finalized as well as the roll out of
Airport operation Data Base at wilson, Moi, Eldolet and Kisumu Airporls.

ISO 9001-2008 Certification: to maintain process ciarity re-ceftification of our- facilities by
SGS was concluded in the year while the preparatory activities fo1 transition to the 201 5 strategy
led standald cornmenced.

Hunlan Capital Management: value addition of our human capital establishment of 2,021
inclusive of 10 with disabilities progressed in the year. 1,500 staff were trained on mission
critical areas covering teclrnical, security, safety un,l g.r.rul administration. Additional ly, 92
staff'attended capacity enhancement conferences and seminars. Staff satisfaction rating was
70.5Y0 and 75.60/o as for the ambience of the work environment. Further support to staff
invofved screening and awareness creation on lifestyle diseases, HIV/AIDS and Alcohol and
Dlug Abuse with respective counselling a:rd lehabilitation supporl as necessary.

Our staff were also sensitized on tire need to upholcl integrity at all times.22l staff were
sensitized on corruption, ethics and integlity. In addition, 4 staff wele tr.ained as Iutegritl,
Assut'ance Officers. Requisite reports rvere also submitted to Ethics and Anti-Coruption
Commission.

FuttLre outlook: the aviatiou indnstry is resilient and only requires affordable and adequate
infrastt'ucture and excelient selvice to meet demand growth. I therefore take this early
opportunif' to tharrl< our stakeholdels, the Boald, Managentent anci staff fraternity for their.
contribution in the just concluded business cycle and appeal fol action beyorid the caii of duty to
enhance business performance.
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CORPORATE GOVERNANCE STATEI\{B}.IT'

The Kenya Airports Authority Board of Directors provide policy guidance on tire overall
well-being of the organization in meeting its legal rnandate. To this end, the Boald of
Dilectors oversees the Authority's activities with respect to strategic direction, infi'astructure
development, operational efficiency and adherence to sound governance principles.

Board Membership

The Board is made up of nine members. Six of these members are independent directors,
ar[ong them the Cliair who is appointed b), the Plesident. The independent Directols are

appointed by the Minister of Transpofi and Ini'astructure. The appointment is guided by
reference to experlise in civil aviation, aerodromes managernent, operation, conrmerce,
industry, finance or administration generally. The independent dit'ectors are appointed fol a

renewable period of ttu'ee years or fol a shorler period as may be specified in the notice. The
appointments are made at different tirnes to vary the expiry dates. Discliarge is pt'ovided for
under Section 6(2) of the State Corporations Act (Cap 446).

The remaining Board membels include Perrnanent Secretaries in the DepaLlrneirt of Transport
and National Treasuly, alongside the lvianagir-rg Director. Substantive members from the
Goverrunent as above have alternates who attend Board rneetings on tireir behalf r.r,heneveL

tlrey are unable to attend. These altemates are deemed, fol all pulposes and intent, to be

Boald members. The Corporation Seclelaly plovides secretarial services to the Board. Other'
tlran the Managing Director, the other Board membels are non-executive.

Role of the Chair.man amctr Other Directoirs

The Chairrnan provides overall leadership to the Board in areas of policy developnient anci

dilection, maintains a harn-ioirious wolking lelationship witli both Management and ihe
Board, harnesses the collective skills of the Board and its Committees anri those of the
executive team fol attainment of the colporate objectives and pelfonnance targets agreed with
the Governnlent, plompts the appointing authority to appoint Board N4ernbers in the event of
a vacancy on the Board and encourages Directols to parlicipate fully in the deliberations of
the Board and its Conmittees.

Other responsibilities of the Chairman include ensuring that stt'ategies are in place for
constant monitoring and evaluation of the effectiveness of the Boald, individual Directors,
denior Management and the entire Corporation, parlicipation in setting of agenda fol Boald
meetings, chairing and conducting Bdard meetings effectively, signing the confir'med Minutes
of Board meetings, rnonitoring implementation of Board decisions, ensuring that new Boald
Membels are pt'operly inducted anci tirat ihere are adequate training plogralns for Boald
Members to keep them abreast of deveiopments in corpoiate goveriance, and signing the
Performance Contract between the Government and the Autholity. The lr.4anaging Director is
responsible for the day-to-day operations of the Autholity. Lidividual Directors are expected
to serve the Board diligently while being faithful to perfolmarlce, rule of law and to the
principle of separation of powers, political neutrality, gender balance, integrity and

confidentiality.
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CORPORATE GOVERNANCE STATEMENT (Continued)

Role of the Corporation Secretary

T[re Corporation Secretary aranges Board meetings and attendances, pt'epares agendas for
mpetings set by the Chairman in consultation with the Managing Directol and the attendant
minutes, keeps Comtnon Seal of the Board and communicates Boald decisions to
Management.

Board Committees, Meetings, Procedures and Emoluments

The Board holcls for,rl stattttot'1r rneetiugs in each financial year. Meetings are held at the
rOgisteled office of the Autholity. A qnorum for meetings requires tu,o-thirds of the total
number of Mernbers. Metnbers rna1, appoint one of their ournto preside overthe meeting in
tl'le absence of the Chailman. Decisions are made unanimonsly or b1, majority votes of the
Membels present. The Chairman has a castiug rrote in the event of a tie of votes. The Board
l-r4s fbr-rr standing cornmittees dealing'"r,ith lespective delegated rnandates prior to subrnitting
to the Board fol consideration and apploval.

T[re Board has five standirig cornmittees detailed belor,v with tl-re lesponsibility of dealing
with respective delegated rnandates plior to subrnitting to the Boald tbr consideration and
applovai.

Finance and Strategy Committee

The cornrnittee mernbers are as follorvs.

Mr. Kimani Mbatia - Chair
Ms Angelah Rugut
Ms. Eunice l(igen
trl,tr. Wittiarn Ole Maviani
Managing Director'

The responsibilities of the Finance Comrnittee are to

a) Review and advise on proposals for laising of iong-terrn capital to acirieve and fund the

strategic objectives of the Autirot'it1,

b) Revieu, the financial Perfonnance of the Autholity and make appropliate

recomrrrendations to the Board.

c) Adopt and peliodicalllr 1svi.w the chalges aud t'ates levied, philosophy, strateg)/ and

plinciples that support the Ar.rthority's strategy.

4) Ovelsee the prepalation of the Finar-rcial Statements of the Ar-rthoriq, and r..ecornrnend to
the board its adoption.

e) Make reconlmendations to the Boald on investrnents to be made by the Authority.

0 Monitor the Expenditules of the Autholity.
g) Oversee the formulation, r'eview and irlplementation of tire Authority's Strategic Plans,

Business Plans and Anlual Br-rdgets, and

2't
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Oversee the Business Developlirent of the Autholitl'

Human Resources Committee

i

Thg committee rnembers are as follou's:

Mg. Susan Kiama - Chair
Mg Angelah Rugut
Mt. funos Gathecha

Cdpt. Bootsy Mutiso
]r4b. Jelidali N4baka

Mhnasine Dilector

Tlte Staff Comuriftee's respousibilities include

^) Reviewilg the I-luinari Resoulce poiicies and practices of the Authoritl'.

if Reviewing lemuneration of staff by making recotumeudations to the Boald iegarding

j 1."r,r.,r1.tatiop of Staff, ilceltive compensatioti and botluses'

d) Adopting ald peliodically lslrisv/ing the t'etluneration philosopliy. strateg)/ a1ld

plinciples that suppolt the Ar'rthol'it1"5 t,tu,.gy; and

) Maki,g recommendations to tl're Boald iri regarci to the contlibr.itions to the Authoritl"5

Pensiou schetne and tnatters related tllereto

Technical Comnrittee

the committee tnembers are as follou's

Capt. Bootsy Mutiso - Chair
Ms. Er,urice Kigen
I{4s Angelah Rr.rgut

Ms. Susan Kianra
ivlr. Amos Gathecha

|,rIa,ragi,rg D ilector:

Technical Comnittee's responsibilities i1cltide overseeing

Ft
{

)h

+

hn.

a) Major expausiou projects of the Authoritl''

bl Tire operatio,s a,cl engi,eerirg aspects of tire A,tho'it,'.

oi eirpoits & airstrips ,rarage1re.t, operatron aud coutroi a,d.

]f,i rrrr"lii.ri,,g uJ.quu.y of tire Authtrity's facilities, equipmeut and operations and their

marntenance

The Co,r,rittee rnay in addition pelfonl such other fuuction as ]l]ay be necessat')' for.. the

per.fo::mance of its iuties and has the power to clelegate its authoriq' to subcommittees or

ildividual menrbers of the Committee. as it deetls approp,iate.
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Audit Committee

The cornmittee members afe as follows:

Mr. William OIe Mayiani - Chair
Mr. KimaniMbatia
Mr. Amos Gathecha
Ms. Eunice Kigen
Ms. Jeridah Mbaka

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

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

statements.

b) Reviewing and rnaking recommendations to the Board of Directors in respect to

Corporale Governance Policies and Practices of tlie Authority

c) Developjng and recommending to the Board Corporate Governance Principles applicable

to the Authority.

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

Authority.

e) Assisting the Board in enhancing internal controls in order to improve efficiency,

transparency and accoltntabi lity.

0 Reviewing ar"rdit issues raised by both internal and external aLrditors.

g) Resolving PLrblic Accounts and PLrblic Investment Comrnittees recornrrendations.

li) Reviewing the systems established to ensure sound Public Financial Managemeut and

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

arrd ethics.

i) Initiating special audit/investigations on any allegations concerns and complaints

regardirrg corruption, lacl< of accountability and transparency and

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

Security Committee

The committee members are as follows

Mr. Amos Gathecha - Chair

Capt. Bootgy Mr-rtiso

Ms Angelah Rugut

Managing Director

The responsibilities of the Security Committee are to

a) Review the security policies and practices of the Authority

I
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b) Assess rity risks posed to the Authority and make recommendations to the Board

c)c Iy assess operational requirements of the Authority to ensure smooth running of
all related functions

d) Review agement's repofts on security, safety and operations and make requisite
to the Board

e) Assure with regulatory requirements through regular security, safety and

reports, indicators, trends and recommend corrective measures

0 Make lar recommendations to the Board to strategically support the Authority's
s

g) Rev'iew findings from extemal audits by regulatory bodies and make appropriate
recomm s to the Board

h) Receive and review reports from management regarding major security, operational and

safety

i) Aviati security service provision

i) such other activities as may be referred to it from time to tirne by the Board

I
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CORP ORATE SO CIAX, RE SPO NSNE IX,ITY ST',{TtrMENT

Kenya Airporls Authority operates within sociai, economic and environmental dynamics that

greatly inJluences management's decisions and actions on a day to day operation. Corporate

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

local and international best practices for airports, by maintaining a symbiotic relationship

with the communities alound the airporl.

Through our Corporate Social Responsibility strategy the Authority continues to show

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

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

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

and operations in a transparent and accountable manner and thereby establishing better

prractices within the organization for wealth creation and community empowerment.

Kenya Airporls Authority CSR Policy document clearly stipulates areas of our engagement

with society's social, environment and economic concelrrs and needs as follows:

+ Education

+ Environment and sustainability

)r Health & Wellness

+ Staff engagement in CSR programs

The above tenets guided the Authority's Corporate Sociai Responsibility activities and

donations for the year 207612017, which greatly improved our colporate image and enhanced

our relationship with communities around our stations.

Through our Corporate Social Responsibility strategy, KAA demonstrated a commitment to
behaving ethically in all our business

contributing to the economic development

the quality of life of its workforce and

well as the community and society at

The CSR committee adopted a new

model that ensured that ad-hoc requests

transactions, by

and improving

their families as

large.

devolution

and donations

fi'om all airports and airstrips were considered for maximurn impact. The tabulation below
will show that donations were made across the board, targeting high government and non-
govefiunental projects, and conmunities fi'om across the country.
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Below are some of the organizations that Kenya Airports Authority partner:ed rvith, and

activities it has engaged in, in the year under review:

0

1\

i
I
I

XNSTITUTION INIT'IA^T'IVE

1 KAA Initiative- EiA-Leberio
Dispensary

Renovations and waste water drainage system

and electricity connection and Medical
equiprnent

2 Kenya Red Cross Donation to Kenya Dlought Opelation 2017

J Kenyan Paraplegic Olganization. Purchase of wheel chairs

4 Don Bosco Missions-Nairobi Class room renovations

5 St. Josephs Parish Church, Lengut

Plateau -Eldoret
t

Church Constluction

6 Love Dream Proj ect-Children' s

Home-Kiserian

Purchase of food

7 KAA Initiative-MlA

Little Sisters of the Poor-Mombasa

Purchase of medical manuai adjustable beds. It is
a home that caters for the poor, vulnerable and

elderly members of the society

8. KAA lnitiative-MlA Future Hope

Community Centre-Mombasa

Pulchase of food, clothes, books and watel tank.

9 Chlist is the Answer Ministries- To support meciical Camp

5Z
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V[e anticipate that the Authority shall continue to receive more donation lequests and will
ehgage in more projects and activities in the next financial year. We shall continue to adopt

oh.l'devolution rnodel to create maximum social and business impact across all communities

slrrrounding all dur airporls and airstrips.

CITAM Embakasi

lol Cerebral Palsy Society of Kenya To support the June 2017 Cerebral Palsy Charity
Walk

i1. Operation par Drop Kenya Charity Golf Tournament-Sponsoring Children

for ear surgery and Hearing for Education

Program

1) KAA lnitiative-Rafi ki Primary

School-Kitale

'Water Tank installation

r4 KAA Initiptive-Kotetni Primary

School-Kisumu

To build 8 pit latrines

1J. KAA Initihtive-St. Michaels

Kawalase Primary School-Lodwar

Funds to fence the school compound

16. KAA Initlative-Baraton Primary

School-Kitale

Provision of borehole and installation of water

storage facility

T' O T'.AN- AMO{.INT DON,{TED
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REPORT OF DIRECTORS

Tl]re Directors submit their reporl together with audited financial statements for the year ended

3$ June 2Ol7,which disclose the state of affairs of the colporation.

Principal Activities
Tlre p'incipal activities of Ke,ya Airports Authority a,e:

. To construct, opelate and maintain aerodromes and other related facilities;

r To construct oimaintain aerodt'omes on an agenc)' basis on the request of any

Govet'nment deParlment :

n To orovide such other amenities or facilities for passengers and othet'persons tnaking use

of tiie servic4s or the facilities provided by the Authority

c Construct any other necessaly or desirable wot'ks recprired for the purposes of the

Authoritl';
contr.ol the construction and use of prescribed aerodromes;

Cany on any business that may be necessary or desirable for the pLllposes of the Authority

and act as au agent for the Government in the plovision of any agleed functions;

Acquire, construct, manufacture, tnaintain or lepait' any works, plants or apparatns

n..Lrrury or desirable for the purposes of the Authority;

Determine, impose and levy rates, chal'ges, cltles or fees for any services pet'forrned b)'the

Authority, or fol use by uny p.rro,, of the facilities pl'ovided by the Authority, or for the

grant to any person of a licence, permit or certificate'

|'11
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o
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a

R.esults
th..,.,
Jetained

pr.ofit fpr the year of Kshs 5.26 Biliion (2016: Kshs 2.36 Billion) has been added to

earrungs.

IRECTORS
Directols who held office during the year and to the date of this report ale set out on

ges 11 to 15
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(Continued)

FINANCIAL STATEMENTS

were approved by the Board of Directors on

2017 and signed on its behalf by

Board
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STATEMENT OF DIRECTORS' RESPONSIBILITIES

In accordance to the Kenya State Corporations Act Cap 446, the Directors are required to
prepare Financial Statements for each financial year which gives a true and fair view of the
state of affairs of the Authority as at the end of the financial year and of its operating results
for that year. It also requires the Directors to ensure the Authority keeps proper accounting
records, which disclose with reasonable accuracy, the financial position of the Authority.
They are also responsible for safeguarding the assets of the Authority.

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

Designing, implementing and maintaining internal controls relevant to the preparation
and fair presentation of the financial statements:
Selecting and applying appropriate accounting policies and

Making accounting estimates and judgments that are reasonable in the prevailing
circumstances.

The Directors are of the opinion that the financial statements give a true and fair view of the
state of the financial affairs of the Authority as at 30rh June 20ll and its profit/loss and cash

flows for the year then ended in accordance with International Financial Reporting Standards
and in the man:rer required by the State Corporations Act Cap 446.

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

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

Approval of the financial statements

The I(enya Airports Authority financial statements were approved by the Board on

2017 and signed on its behalf by:

I
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REPUBLIC Ol,- KENYA

t254-20-342330 P.O. Bor 30084-00100

NAIROBI
n482

kenao.go.ke

FFICE OF THE AUDITOR-GENBRAL

ORT THE AUDITOR.GENERAL ON KENYA AIRPORTS AUTHORITY FOR
NDED 30 JUNE 2017YEAR

REPORT ON THE FINANCIAL STATEMENTS

iQualified Opinion
{;*', I

t

il have audited the accompanying financial statements of Kenya Airports Authority set out
on pages gb to 80, which comprise the statement of finanlial position as at 30 June
2017, and the statement of comprehensive income, statement of changes in equity,
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 lrave obtained all
the information and explanations which, to the best of my knowledge and hrelief, were
necessary for the purpose of the audit.

ln my opinion, except for the effect of the rnatters described in the Basis for Qualifiecl
Opinion section of my report, the financial statements present fairly, in all material
respects, thefinancial position of Kenya Airpods Authority as at 30 June 2017, a:nd of its
financial performance and its cash flows for the year then ended, in accordance with
lnternational Financial Reporting Standards, and comply with the Kenya Airports
Authority Act, Cap.395 of the laws of Kenya.

I ln addition, as required by Article 229 (6) of the Constitution, based on the procedures
. performed, I confirm that, except for the matters described in the Basis for Qualified
'section of my report, nothing has come to my attention to cause me to believe that public
nioney has not been applied lawfully and in an ef.fectirre way..

Basis for Qualified Opinion ''

1.0 Non-Current Assets

The non-current assets balance of Kshs.S1 ,643,374,000 as at 30 June 2017 reflects
property, plant and equipment balance of Kshs.50,773,193,000 which includes an
amount of Kshs.249,263,000 for freehold land and Kshs.5,520,788,000 for leasehold
[and.
I .,:, ,

.^i...

Examination
iinsatisfactory
I: : ,
l:

ri

of these balances and supporting records revealed the following
observations:
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1.1 As similarly reported in the previous year, the leasehold land balance of

Kshs.5,520,788,000 excludes Plot LR No.9042/668 measuring 3.29 acres in Embakasi

village which had not been valued for inclusion in the financial statements as at 30 June

2017. The management has explained that this parcel of land was physically

surrendered for cdnstruction of Embakasi Police Station and the Authority plans to

transfer the tifle to National Police service. However, documents and correspondences

to show when and how the alleged surrender of the land took place as well as the

consideration given to the Authoriiy for the land was not availed for audit verification. ln

the circumstances it has not been possible to establish the validity and legality of the

alleged transfer.

1.2 Unsupported Freehold Land Batance at Kisumu lnternational Airport

lncluded in the freehold land balance of Kshs.249,263,000 above is Kshs.190,763,189

described as land acquired during Kisumu lnternational Airport expansion but for which

no further supporting documents vvere availed for verification.

1"3 Two title deecis for Kisumu irrternatiorral A.irlrort

Records availaLtle at rl-re Heaclquartors r€i/€zrlecl thai tlre Autl-rority l-rad two iitle deeds

for the Kisui-nu ii'riernatiorral Airpori. i.e. -l-itle I''to.t-.Fi.l\4urricipality/Blocl< I'.]o.1/8 i'or

206.0g Hectares, arrci title t.lo.LR IViunicipality/Bloct;. l.lo.1/2'i for (.362.9) Hectares' lrlo

settisfactoli,,-r.1.,13i-r;tir-',1-1 ,,ir,r1g prroviCetl. ln arlclitioft, i-rc exF)lernation vrres Pfovided as iO

,.,1-r, tl-.re .irl-: r i:) r,t.;1-;..i1-.clif,,r/tr!nlli l.l.'.-l l:i-; 1rf i,7$11 0) i-loCtales \4,?jSl' rr:fier:;ieCi aS
t,vi'i t;ls Lrr,! * . .. - ' J'lv' r

negative

1.4 Missing Title Lleecis

lncludeci urrder the leaseholci arrd freehold land balance aborre are two parcels of iand

for Manda Airstrip and Ukunda Airstrip with values of Kshs.135,800,000 and

Kshs.58,500,000 respectirrely whose ownership could not be confirmed as their title
documents were missing at kenya Airports Authority Headquarters. Further, although

the management explained that the title deed for Ukunda Airstrip was submitted to

Ethics and Antl-Corruption Commission on 1'tSeptember, 2008 for investigations, as at

the time of audit, the investigations had not been coricluded.

1.5 Moi lnternational Airport Land

The leasehold land balance above includes an amount of [,.shs.583,000,000 for t\loi

lnternational Airport land which differs rryith the arnount of Kshs.538,000,000 in the

valuation report on the same parcel of lancl resulting into overstatement by

Kshs.45,000,000. ln addition, the original title deeci L.R No. lViN/Vl/3888 reflects blank

lease registration stamps No.7 to 12 stamped between 10 June 2003 and 5lVlay 2006

for which no explanation was provided.

i0,ltrrtt'l()I-
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1.6 Disputed Parcels of Land - Embakasi village

As reported in the previous year, an unregistered parcel of land under Ref. No.KAA-D1-
DA at Embakasi village measuring 0.867 acres and valued at Kshs.4,335,000 was
excluded from the leasehold land balance of Kshs.5,520,788,000. lnformation available
indicates that the Authority obtained a letter of allotment from the National Land
Commission for part of this parcel of land measuring 0.443 acres (0.1794 hectares) on
25 September,2017 and that the other part measuring 0.47 acres (0.1902 hectares)
was illegally excised and allocated to a third party. Though the management has written
to the National Land Commission requesting investigation on this illegal excision, there
was evidence to show if any investigation on this happened and the outcome of the
same.

1.7 Disputed Parcels of Land - Jomo Kenyatta lnternational Aiport

As similarly reported in the previous year, the leasehold land balance of
Kshs.S,520,788,000 includes two parcels of land within Jomo Kenyatta lnternational
Airport Land (1.R. No. 21919) under plots Nos.LR.13512 and 14231 both of which have
been allocated to third parties. The land under LR.No.21919 measuring 4,674.60
Hectares in Nairobi was compulsory acquired by the Government of Kenya on 26 April
1971 vide Legal Notice No.110511106 for development of the Airport currently known as
Jomo Kenyatta lnternational Airport and the Authority acquired the title deed for the land
on 26 July 1996.

As previously reported, around year 2002, Kenya Airports Authority discovered that a

group of people had purportedly obtained title documents for the parcels Nos.LR.13512
and 14231 which are within the above mentioned land. The Authority moved to court
and instituted two cases against the groups vide HCCC No.206 of 2004 and HCCC 489
of 2004 respectively, where it got temporary court orders to restrain defendants from
dealing with the said piece of land. However, despite the court orders to maintain status
quo, the defendants continued to sell, sub-divide and develop the land falling under the
contentious area. ln November 2011, the Kenya Airports Authority demolished houses
belonging to private developers on the disputed land. The private developers have
sued the Authority and both the Authority's and the private developer's cases are yet to
be determined. Although management has explained that the land dispute is still
pending in High Court through eourt Cases No. HCCC No. 489 of 2004 (Kenya Airports
Authority Vs. Uungani Self Help) and HCCC No. 206 of 2004 (Kenya Airports Authority
Vs. Mlolongo Brothers) and that the matter came up for mention on 20th July 2016, as
at time of the audit, it was not possible to determine the direction and the effect the
ruling of the case may have on the Authority's land.

1.8 Disputed Parcels of Land - Wilson Airport

As previously reported, Wilson Airport Land LR 2091144443 of undetermined size and
value was registered in favour of the Authority on 29 July 2003. However, two plaintiffs
filed a civil case No. 437 of 2005 in the High Court of Kenya seeking temporary
iniunction restraining the Authority or their agents from demolishino or othenruise

Report of the Audttor-General on the linancial statements of Kenya Airports Ar.dhority for the year ended
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interfering with the plaintiffs ownership or possession or right of use of the parcel of
land until hearing and determination of the suit. Evidence available indicates that on 25
October 2006, the court declined to issue the injunction orders sought. However,
although the Authority has explained that a lettei was written to the National Land
Commission on 24th October, 2017 requesting the Commission to intervene and revoke
the irregularly issued title, as at 30 June 201i, no action had been taken and therefore
the ownership of the property remains unresolved.

1.9 Disputed Parcels of Land - Malindi Airport

As similarly reported in the previous year, the leasehold land balance of
Kshs.5,520,788,000 further includes a portion of Malindi Airport land under LR NO.7669
and measuring 0.8925 hectares, allocated to a church organization, but on the other
hand, excludes land LR No.8540 measuring 5912.5sq.ft rt tf,e Airport, allocated to a
petroleum company.

1.10 Disputed Parcels of Land - Airports/Airstrips

A further review of records and correspondences relati ng to the Authority's land
revealed that there are ownership disputes affecting 85 parcels of land in seven

orts/Airstri as summarized below

Management did not provide details on the nature of the disputes and the value of land
involved as well as the parties involved and the current status on the same. lt was also
not possible to confirm if there are other parcels of land with disputes and the exposure
these may have on Authority's claim to the land.

ln the foregoing circumstances, the Authority's land is at risk and it has not been
possible to confirm that the non-current assets balance of Kshs.51 ,643,374,000 is fairly
stated as at 30 June 2017.

Report of the Auditor-General
30 June 2017
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No. Airport/Airstrip Land Reference No. of
Disputed
Titles

1 JKIA 219191 46
2 WILSON AIRPORT 209/1 3080 8
3 MOI INT. AIRPORT MV/Vr/3888 10
4 INTKISUMU

AIRPORT
MUNICIPALITY/
BLOCK NO.1I21

3

5 KITALE AIRSTRIP 25001 2
6 ELDORET

AIRSTRIP
ELD/MUNICIPALITY
/BLOCK 10t926

13

7 MALINDI AIRPORT 1 0688 1

I EMBAKASI &F/R1R.No.90421668
228/88

2

Total 85
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2.0 Construction of Terminal 4 Building, Parking Garage, Grade Parking and
Other Associated Works at Jomo Kenyatta lnternational Airport

As reported in the previous year, the contract for construction of Terminal lA (formerly 4)
building, parking garage, grade parking and other associated works was awarded to a
contractor at a contract sum of Kshs.4,147,677,413 with an estimated completion dates
of 30 June 2011, 30 November 2011 and 31 May 2012 for grade parking, parking
garage and Terminal lA (Formely 4) building respectively. However, although the grade
parking, parking garage and Terminal lA building were taken over by the employer (KAA)
on 25 September 2012, 9 August 2013 and 12 August 2014 respectively, various
outstanding works for architectural, mechanical, electrical as well as general works as
detailed in the list (booklet) dated 12 August 2014 by the Consultant remained
outstanding as at 12 August 2014 and were to be completed during defects liability
period which ended on 13 August 2015.

A review of the project in 201612017 showed that a performance certificate was given to
the contractor on 31 May 2017 by the consultants but it stated that there were
uncompleted works and a list was attached.

ln the circumstances, it has not been possible to confirm that the various outstanding
works listed will be completed to the satisfaction of the Authority and that value for
money was obtained.

3.0 New Greenfield Terminal Package 5

3.1 As reporled in the previous year, the above project was awarded to Anhui
Construction Engineering Group Ltd in a joint venture with China Aero-Technology
lnternational Engineering Corporation at a contract sum of US$ 653,782,815
(Kshs.64,745,354,325). The project supervision contract was awarded to Louis Berger
Group & Runji Partners (LBG)at a contract price of US$ 8.83M. This project was for
construction of a new terminal building of 8.7 million capacity passengers per annum and
floor area of 178,000 square meters. Once completed, it was to have 50 international
and 10 domestic check positions, 32 contact and 8 remote gates, associated apron with
45 stands and linking taxiways. The terminal was to be an environmentally sustainable
building and be certified by the World Green Building Council using either LEED or
green star certification processes. The project was to be implemented on design and
build contract.

3.2 lrregular Contract Award

Clause 5 of the Request for Proposal (RFP) documents required the contractor to secure
a project a financier as a condition for award. However, the employer entered into a
contract agreement with Anhui Construction Engineering Group Ltd in a joint venture
with China Aero-Technology lnternational Engineering Corporation on 13 November,
2013 and was given possession of site through a letter dated 6 December,2013 before
a project financier had been identified.

Report of the Auditor-General on the financial statements of Kenya Airports Authority for the year ended
30 hrne 2017
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3.3 Exclusion of VAT in the signed Agreement

The letter of notification dated 16 Decem ber 2011 was crear that the contract su$653,782,814 was incrusive of ,it irr", but the r"nrg"r"nt entered into a conagreement dated 13 November 2013 indicating ilri the above contract sumexclusive of 160/o VAT in unclear circumstances tn6reoy overstating the contract sum

mof
tract
WAS

3.4 Ground Breaking Expenses

A review of the project file showed that an amount of Kshs.75,020,6g0 was paid to thecontractors on g June 2014 for what was J"r.iio"o ,, , .oniiu.i rurirtion. otherinformation available indicated that this p"vr"ni-was in respect of preparation ofGreenfierd rerminar crornJai"r*ing ceremony in uncrear circumstances
3.5 Termination of the Contract

ln a letter ref' KAA/ES/JK IAI658IDB/C^S/VOL.2(32) dated 29 [\tarch 2016, themanagement informed the contractor (ACEG)-ili ihe contraci *;; void from thebeginning and requested them to vacate the site. on the same date, the consultantswere notified of termination_ of their contract vide a letter ref.KAA/ES/JKlAl723/DBlcsA/oL''/issr' 
ftrere wls no-evidence to show if the contractors

ffi:;ilTffl?::,ffi* in asreemlnirno ,urponr", r;; the rwo parlies were not avaired

3.6 Nugatory payments under the project

A review of the project further revealed that as at 30 June 2017, the contractor had beenpaid a totar of Kshs.4,310,g01,806 whire rsr,slro,r-ot,ooo (usD 1,292,513) had beenpaid to the consultant but there *u. ,o evidence of work done. rt was arso noted thatPrice water coooers were contracted to provide tecr,nicat advisory service on projectfinancing at a contract price or ksrrs.zg ,771,26A uno t," contraci later terminated inunclear circumstances'.The rirm piesented an invoice of Kshs.1g,356,693 but was laterpaid Kshs.7,444,gg2 after negotijrn-, but this ,;;r;t. to a nugatory expenditure.
3.7 Legal Services

A review of the project file and the Board of Directors minutes for the year under revienrrevealed that the m?nagement appointeo nmoio a'"il.ot, Advocates io ,"pr"."nt themin a dispute arising rrori tre pr"J[i termination. lt ;;, however, not exptained how theAdvocates were idbntified ant iilir t"r^ or 
"ng"g"ilent. Further, in a speciar Board ofDirectors meeting held on li iinurr,,,, a ,epreientatire of the Advocates who was inattendance requested approval to engage an international firm with expertise in quantumto conduct an analysis oi the vatue oJ riort ,nJ".tJr.Jn ov the contractor and the samewas granted' sub-sequently, the Advocates engaged white and case/Blackrock for theexercise at fee of USD l,tsa,szi. rt was n"i;E;; why the management sought theservices of foreign consultants for valuation wrricn *rio have been agreed between the

:;r;;:"% ;t;e 
A uctito r _ Gener at o, iS"iot,, o,". 
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r ln the circumstances, it was not possible to confirm if value for money has been realized
from resources already paid under the project and amounts that miy become payable
under the ongoing dispute.

construction works at wilson Airport and other Airports/Airstrips

4.0 Rehabilltation of Pavements at Wilson Airport - KAA/ES/v\rAp/955/c

The contract was awarded to M/s KIU Construction company Ltd at a contract sum of
Kshs.298,557,714 on 2nd March 2016, and was for a contract period of 12 months
starting from 24th June 2016 with an expected completion date of 23,d June 2017.

A review of the project during the year under audit revealed the following matters:

Variation of Scope

It was noted that the contract sum was revised from Kshs.2g8,557,l14 to
Kshs.352,838,360 an increase by Kshs .54,280,646 or 1 8o/o of the original contract sum.
However, a review of correspondences leading to this variation showed that the request
for this variation came from the Airport [Vanager who was not part of the contract team.
Further, it was noted that though the variation was within the allowed limits, some works
from the original scope were excluded to accommodate this variation. lt was not clear
what the cost of the excluded works was and the effect it had on the contract sum.

Exceeded Earthworks Bill of Quantities (BOQ)

A review of payment certificate no. 2 of Kshs.35,504,171 dated 24 March 2O1l revealed
that a total of Kshs.61 ,171,243 had been paid under item no. 5 in the BOQ earthworks
which had a provision of Kshs.14,558,000 in the awarded BOQ's meaning it had been
exceeded by 319%. lnformation available indicates that the Engineer instructed the
contractor to undertake excavation for bitumen standards parking which was not
provided for under the awarded scope.

ln the circumstances it is possible that the above variation in scope was done irregularly
as instructions were given to the contractor first and ratification from the Tender
Committee sought aftenruards. "

Delay in Project lmplementation

fhe project commenced on 06 June 2016 and was to be implemented in 12 months with
the contract period ending on 05 June 2017. A review of progress report dated 09
October, 2017 showed that overall progress was at 25% while the original contract
period had expired. The contractor is therefore behind schedule and this may lead to
cost escalations.

Report of the Auditor-General on the financial statements of Kenyct Airports Authority for the year endecl
30 June 2017
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Physical Verification

During a physical verification carried out on 20 April, 2018 it was noted that the
contractor was not on site and there were no ongoing activities. Also, the materials
laboratory had no equipment or chemicals and there was no furniture in the project
manager's office and also no equipment on site which means that the contractor had not
fully mobilized.

5.0 Construction of Tseikuru Airstrip

As reported in the previous year, a memorandum of understanding was entered into
between the National Youth Service (NYS) and Kenya Airports Aut-hority (KAA) on 20
November 2012 for the construction of Tseikuru Airstrip. The scope of woiks for phase 1
was for bush clearing and top soil stripping, to cut and fill formaiion including diainage,
as well as gravel sub-base and base construction. lt was however noted that the abo-ve
Memorandum was never signed by both parties.

ln addition, an advance payment of Kshs.50,000,000 was made to NyS on .16 July 2012
despite the fact that the lVlemorandum of Understanding had not been signed and there
was no contract between the two parties. Further, although management has explained
that the overall progress of works for phase 1 was at 85% as it 30 June 2d13, no
evidence of progress reports were availed for review and it was not satisfactory
explained why the works had taken such a long time and when the same are expected
to be completed.

A review of the project in 201612017 revealed that no progress was made despite an
allocation of Kshs.117,993,000, Kshs.25,000,000 and Kshi.85,000,000 in 201 312014,
201412015 and 2015116 respectively. Management has not explained how the funds
allocated in the above three financial years totaling to Kshs.227,gb3,000 were utilized.

6.0 Proposed Rehabilitation of Runway, Apron and Car Park at Nanyuki Airstrip

As reported in the previous year, the above project was awarded to Doch Company on 3
September, 2014 at a contract sum of Kshs.3-98,950,g70. The contract period was 12
months which commenced on 24 November, 2014 with an expected completion date of
23 November,2015.

A review of the project file and other related records however revealed the following
matters:

Slow Progress

The initial contract period was 12 months with a completion date of 23 November2015.
The tender committee sitting on 12 November 2015 approved a g months extension
which brought the revised completion date to 22 August 2016. A review of the last
progress report dated 31 July 2016 showed that the overall progress was at 42% with

Report of the Auditor-General
30 June 2017

on the financial statements of Kenlta Airports Authority for the year ended
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less than a month left to the end of the revised contract period, an indication that the
project was behind schedule.

Temporary Runway/ Unapproved Variation of Scope

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

o Runway: 1500M Long and 23M wide

Apron: Approximately 1 1,2501\A2

Access Road: Approximate 2,500M2

Carpark: Approximately 2, 500M2

of the Auditor-General on the financial statements of Kenya Airports Authority for the year ended
20t 7
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ln a consultative meeting held on 12 November2014, itwas concluded that phasing outof works on the runway would pose safety chaltenges and recommended for
construction of a temporary runway to allow run*ay rehabilitation works to proceed
without interference on the Airstrip operations. However, site instructions for construction
of the temporary runway and its cost estimation were not seen in the project file. The
employer also did not respond to contractor's letters requesting for determination of
applicable rates for this work as the rates used in the contract sum could not apply since
this was new scope of works. There was also no evidence in the file to show whether the
additional scope was presented to the tender committee for approval or how the
concerns of the contractor on the applicable rates were addressed.

Lack of lnspection Report

The contractor gave a notice of completion of temporary runway in a letter ref.
KAA/ES/NANYUKI/931/C dated 15 June 2015 indicating that a part ot ifre runway was to
be handed over for use on 17 June, 2015 and the remaining section was to be
completed on 30 July 2015. There was, however, no correspondence in the project files
to show if the temporary runway was completed or if it was inspected and approved for
use. Further, a letter dated 29 February 2016 from Ag. General Manager (Engineering
Services) to the contractor indicated that the temporary runway was in bad state and
needed repair. This notwithstanding, an amount of Kshs .142,697,378 had been paid to
the contractor by 30 June 2017.

Contractor's Claim on Temporary Runway

The contractor through their advocates, Zed Achoki & Company, has placed a demand
of Kshs.120,610,876 for the temporary runway which is about 30% of the awarded
contract sum and above the allowed limits of variation.

Report
30 June
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Other Claims on Termination of Contract

A review of the 
- 
project file revealed that the contractor placed aKshs.95s,27s,371,ror iote 

"quipr"nt and other .ort, rerated to contract tethrough a retter Ref:Doch/N;ilkiA;rstrip/claim) Gi.-oqtu dated 24 Januarythere was no evidence to showinrt th" management responded to this craim.

claim of
rmination
2018 but

7'0 Demoritio\-?r-Existing Ar:y:,:-111: B."ggage Area and Murti-storev officeB rock at J. K. r.A-contrict No. KAA/ES/JK,A/908/C

As reported in the previous years, the contract above was awarded to Machiri Ltd for acontract sum of Kshs'326,6gs,g30. rne wor[s r,J, contract period of 6 months whichcommenced on 9 July 2014 and was to end on 16 January 201s. There were three
,"Jl"iilfiJllffi approved for this contract.wnl.r,'ororsnt fii"i"ri."d comptetion date

(i) provision of temporary offices, stores and other facirities
ln accordance with the awarded bill of quantities, the co1t11cl was to provide temporaryoffices' stores and other facilities at a cost of rrns.is ,624,919. However, there was noevidence such facilities were provided 

-during it"'.'ontr"ct period whire an amount of
5;l;.rnr,8o2,67g 

equivarent to go"/. or ne 
""rtr""t sum had been paid by 30 June,

ln addition' a review 9f the projgct drl,lg- the year under audit reveated that thecontractor' vide letter dated zi iinu^ry zoll had submitted a iurft,"i-.r"im amountingto Ksh'340 
'012'145 which nao not Leen evaluated and no evidence of any action taken.

8'0 contract variation for the Runway Strengthening & widening, pararer
Iilfi?r^rtfiBnrr!"rn" Apron at Kisumu Airport Contract No.

The project was awarded to china overseas constructior Group co. Ltd (covEC) at acontract sum of Ksh'1 ,708,295,391 inclusiv" oi-t6*-vAT works commenced in March2012' The scope of work *u. ,.J"d down in o"iool,. zol3oue io-in"o"qrr,. provisionof funds from the Ministry ano thenlnsequenily divided into two stages.
Stage 1 - Construction of pararer r"Iiy3y, cargo apron and pubric car parkStage 2 - Runway Strengthuring rnl Widening

The contractor completed construction of parailer taxiway and cargo apron and public carpark in February 2014 at a cosr or ksh. t,ii:s,liz,Ii6'_in.rrsive of ldw vet.The worksunder this contract were originally awarded to cninlor_"rr"", con.i*.tion Group co.Ltd (covEc) at a contract iu' orKsh.1,zog,z95,161. Due to rinrn.iri-constraints, theworks completed by February 2014 were valued at Ksh.1 ,375,117,326and treated asphase one' The contactor was issued yitl ;;;;;Liion certiricate for phase r and his
e original

!;';;:r%;re 
Auditor-Generat on ,ifi"iot ,,o,"^"ruffiya Airports Authority for the year ended
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contract sum to be utilized for phase 2 works. Fufther, on 19 August, 2015 the employer
and the contractor entered into an addendum for the remaining works packaged at a
contract of Kshs.436,067,580 thereby revising original contract sum by
Kshs.102,949,515 (from 1,708,295,391 to Kshs.1 ,811,244,906). phase 2 works were to
be executed in 28 Months. On 24 May 2016, and before the works started, another
addendum was drawn and signed by the two parties which revised the initial contract
sum further by an amount of Kshs.143,532,200. This second addendum brought the
total variation to Ksh.246,481,715 (14.5o/o) with the revised contract sum being
Kshs.1 ,954,777,106. The Tender Committee that approved this variation pointed out that
there was erroneous omission of Kshs.190,156,845 in computation of the first variation
and occasioned by failure to take into account the VAT component on amount paid in
phase 1 works, but this could not be supported. ln spite of the revision of contract sum
as pointed above there was reduction in the initial contract scope. A review of Paragraph
6 of the addendum above showed that heavy duty manhole covers valued at
Kshs. 17 ,933,117 were excluded from the revised scope.
Management has not explained what occasioned the contract sum variation above or the
logic behind Kshs.190,156,845 omission as approved by the TenderCommittee as the
original contract was inclusive of '16% VAT.

Further, the latest progress reporl for 15 January 2018 showed that overall progress
was at 90% while the revised contract period elapsed on 8 June , 2017. The contractor
is therefore behind schedule in project implementation but there was no evidence of
recovery of liquidated damages by the employer in line with the conditions of contract.

9.0 Emergency Repairs Of Runway at lsiolo lnternational Airport-Contract
No : KAAJES/lS IOLO/1 1 05/C

The contract for above works was awarded to Star General E.A. Ltd on 10 lVlarch, 2017
at a contract sum of Kshs.82 ,434,788. The project had a contract period of 3 months
with works which commenced on 7 April, 2017 and was to end on 7 July, 2017.
A review of the project file and procurement records revealed the following matters:

Procurement

The Ag General Manager (P&ES) through a letter Ref.KAA/ES/ISO.Vol.2 (94) dated 6
February, 2017 requesied ihe Managing Director for approval to use restricted tender
method for this contract and the same was granted. The management later obtained a
list of 10 prequalified contractors from Kenya Rural Roads Authority (KERRA) vide a
letter Ref.No.RIV/KeRRA/9lVol.l167 dated 7 February,2017 and bids were invited the
same day. Bids were opened on 20 February,2017 and only 4 bidders returned their
tenders.

Evaluation

A review of evaluation report dated 28 February,2017 revealed that 3 out of the 4
bidders who returned their bids failed at the preliminary stage. Further, it was noted that
the three failed because thev lacked expenence in similar works undertaken in the last
Report of the Attditor-General on the fnancial statements of Kenya Atrports Atthority for the year endecl
30 June 2017
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3 years and did not have the required turnover. Considering that this was a restricted
tender it would appear that the prequalified list of contractors obtained from KERRA
was not for similar scope.

Slow Progress

The project had a contract period of 3 months starting from 7 April, 2017 and ending on
7 July, 2017. The only progress report availed was for July 2017 which indicated an
overall progress of 37% while the contract period had elapsed by 5 months an indication
that the works are behind schedule which may lead to escalation of Project costs.
Further, there was no evidence of recovery of liquidated damages from contractor's
payments in accordance with the contract terms.

10.0 Rehabilitation of Wajir lnternational Airport (Runway, Taxiways, Apron and
Access Road-KAA/E S/WAJ I R I 1 07 5l C

The contract was awarded to M/s Halane Construction Co. ltd. On 24lt[arch,2017 at a
contract sum of Kshs.819,264,953 and works commenced on 24 April, 2017.
A review of the project files and procurement records revealed the following:

lnadequate Budget Allocation for the Project

Procurement of above works was based on a budget allocation of Kshs.2s0lv from the
Airstrip funds investment income and the balance was to be provided for under
supplementary budget for 2016117. ln a letter Ref.tUOT&l/C/ATl024l3 VOL.VIll/76
dated 21 December 2016, the Permanent Secretary for Department of Transport wrote
to the Managing Director advising him to stop the project due to the budgetary
rationalization by the Treasury which would affect other priority projects. Subsequently,
the procurement process was terminated and this communication was sent to all the
bidders on 27 January, 2017. However, M/s Halane Construction Company Ltd
successfully challenged the termination in the Public Procurement Administrative
Review Board and the Authority was directed to award the tender. The management
obliged and awarded the tender to the bidder on 24 March, 2017. However, it was not
satisfactory explained why Management initiated the project implementation with
inadequate budgetary provisions and why no appeal was made against the ruling.

Evaluation/Award

A review of the technical evaluation report dated 17 December,2016 showed that only
one bidder, Halane Construction co. Ltd was successful under the mandatory stage
and was eventually awarded at a contract sum of Kshs.819,264,953.10 against an
Engineer's stated estimate of Kshs. 830,000,000. However, no documentary evidence
for the Engineers estimate of Kshs. 830,000,000 was availed for audit verification.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSA|s). I am independent of Kenya Airpor.ts Authority in accordance with
ISSAI 30 on Code of Ethics. I have fulfilled other ethical responsibilities in accordance

Report of the Auditor-General on the financial statements of Kenya Airports Ailhority for the year ended
30 June 201 7

72



r

I
I

}fr
il"!

with the ISSAI and in accordance with other ethical requirements applicable to
performing audits of financial statements in Kenya. I believe that the audit evidence I

have obtained is sufficient and appropriate to provide a basis for my qualified opinion.

Emphasis of Matter

Contingent Liability

I draw attention to Note 50 to the financial statements which reflects an arbitration award
of Kshs.4 billion (US$ 49,000,000) awarded to World Duty Free case in 2012 for which
the Authority has appealed against the arbitration award and has stated that no provision
is required in the financial statements. There is also an amount of Kshs.1,35Z,SSO,O00
for a plaintiff claiming ownership of property LR No. 13512 in the name of Mulolongo
Brothers Association for which the Authority has sought the intervention of the National
Land Commission. There is also a claim of Kshs.992,336,004 sought by one patrick T.
Kanyuira for damages sustained in demolition of illegal structure at Wilson Airport. The
High Coud and Court of appeal ruled in favor of the Authority but the claimant filed the
matter before the Supreme Court and the matter is yet to be determined. The note also
has a claim of Kshs.404,686,165 from Baseline Architects and 3 others for outstanding
payments for work done for which the management has indicated that it shall pursue
amicable settlement. An amount of Kshs.290,000,000 relating to a legal suit involving
Diplomatic Duty Free LtdAfforld Duty Free is also disclosed but the management is of
the opinion that the liability will not crystallize. The note also includes a claim from
Queens Quay Architects lnc. amounting to Kshs.3,337,709 for wrongful termination of
contract and outstanding fee note for reorganization of existing passenger terminal
facilities at JKIA. The note also indicates that the lVinistry of Tourism has lodged a claim
of Kshs.2,135,151,597 for Special Tourism Promotion Fund which it intends [o create to
be funded by Air Passenger Service Charge. Further, the note includes information on
Greenfield Terminal project which was terminated for Authority's convenience but no
amount of possible claim is disclosed. There are also several other claims which are
pending arbitration and in the courts of law. Although in all the above cases the Authority
has stated that the liabilities will not crystallize and has therefore not made any provision
in the financial statements on the same, there is a high risk of liability before the cases
are fully heard and determined.

My opinion is not qualified in reipect of this matter

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, were of most
significance in the audit of the financial statements of the current year. Except for the
matters described in the Basis for Qualified Opinion section, I have determined that there
are no key audit matters to communicate in my report.

Report of the Auditor-General on the financial statements of Kenya Airports Authority for the year ended
30 June 201 7
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Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances and for the purpose of
giving an assurance on the effectiveness of the Authority's internal control.

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

Conclude on the appropriateness of the management's use of the going concern
basis of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Authority's ability to continue offering services. lf I conclude that a material
uncertainty exists, I am required to draw attention in the auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to
modify my opinion. My conclusions are based on the audit evidence obtained up to
the date of my audit report. However, future events or conditions may cause the
Authority to cease to continue offering services.

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

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

Perform such other procedures as I consider necessary in the circumstances

a

a

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

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

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

Nairobi

07 August 2018

Report of the Auditor-General on the financial statements of Kenya Airports Authority for the year ended

30 June 2017
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IGNYA AIRPORTS AUTHORITY

ANN UAL REPORT AND FINANCIAL STATEMENTS

STATEM OF COI\,IPREHENSI\/E INCOME FOR THE YEAR ENDED 3OTH JUNE 2OI7

i

Revenue

Gain Disposal
Other
Non Income
TOT REVENUES

OP NC EX

Expens

Notes
32(a)
32(c)

33 (a)
33(b)

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

2016t2017 2015t2076
KSHS'000 KSHS'000
15,899,029 72,505,47 7

2,625
I 90,1 52 177 ,l'13
590,222 t55,027

76,682,027 12,937,677

Establ
Other

nt Expense
nses

7,53 I,015
3,3 65,549

34,4'77

7,786,580
1,916,144

25,343

TOT OPERATI EXPENSES

TING PRO

Finan I Irrcome (Loss 33(c)

Finan Costs 34

BEFORE T TION

IN TAX EXPE E 46

PRO AFTER T TION

The on pages 45 76 form an integral part of these financial statelnents

10.931.040 9,128,067

5,750,987

517,899

(756.8 r 7)

3,109,605

(139,99t)

(37r.330)

5,512,077 2,599,294

(2s6.284\ (238.922)

5.255.787 2,359,362

i

l

39



n$prs & LTABILITIES:-
Ml-Current Assets

Ptoperty, Plant and Equipnrent

lritargible Assets

Tohl Non-Current assets

Cltrrent Assets

and Other Rcceivables

held in Reserve Accounls

and Cash Equivalents

rrtrips Fund Cash Balance

Tax Assct

Current asscts

I, ASSETS

AND LIABILITIES

pitrl and Reservcs

merrt Grant
ion Reserve

Earn ings

Cirpitrl and Reserves

Non- Current liabilitics
Airltrip Fund

LOrE Ternr Loans

Dpftned Tax Liability

Totnl Non-Culre nt Liabilities

I(EN YA AI RPORTS A UTI.IOIITTY
ANNUAL REPORT AND FINANCIAL STATEMENTS

2016t2017

r$HS'000

50,'173,t93
870,18r

5l,643,374

TEMENT OF FINANCI-AL POSITION AS AT'3OTH JUNE 20I7

Notcs

2015/2016

r(st-ts'000

36

31

5t ,7 57 ,045
782,058

s2,539,r 03

38

39(a)
40

4I (a)

4 l(b)
41

141,994

l 0,604,369
2,22t,65i
8,274,294
1,366.998

234.288

'16,944

9,038,475

2,007,239
3,686,?93

1,778,085

r26,170

22,849,595 16.713.706

14,492,969 69,252,809

Pg 31.

Pg 36

Pg 36

42

44

41

t7,969,332
98 8,739

36,023,734

r 7,338, I 55

988,739

30,896,329

s4,981,80s 49,223,124

1,366,998

9,823,613
t,778,085

r 0,738,347

l I,r 90,61 r 12,5r 6,433

Cprrent Liabilitics
T{ade and Other Payables

Clnent Portion ofLong Ternr Loan

Priovisions for Liabilities and Charges

.>1. -

43

44(a) & 44( c)

45

5,594,5 3 8

825,785
|,900,232

5,23 s,349

510,r84
1,767 .120

I Current LiabilitieD 8,320,554 ?,sr2,653

AL EQTIIl'Y AND LIABILI'TIES 74,492,969 69.252.809

notcs on pages 45 to 76 fbrnr an integral part of these finarrcial statenrents. The financial statenrerlts on pages 39 to 42 were

by the Board on

l ',
Y.....i. 2017 utd were sigrred on its behalf by:

r/ Chief Executive OfficerDirec

40



I(ENYA AIRPOR IS AUTHOllITY
/\NNUAL REPORT AND FINANCIAL STA EMENTS

STr\ ENT OT CHANGES IN EQLIITY

Gove rnment
Gratrts

I(shs.'000

At Ist JrrlY 2015

As pr(viously reported

Prior deriod adiustrlrents :

n"f,*i" O.fr.a g""fit Scherne'

Exchange rate adjustnterlt on (AFD) loan

Rcins[ated as nt 30 Junc 2015

Chanlcs in cquity in 2016

Deferled Incorle for the 1,ear

Atiic{n De veloptrtent Bauli **

Airstrip Funds***
\\rorld Bank***n
AOlu+rDeut on valuatron

UtilitiFs and Services

Dividbnd provision reversed

Surplls/(delicit) on revalualion of property

Dividfnd payable

Profitir(loss) fol the year

Ar 30rh June 2016

Charrgcs in cquitf in 20I7

Defer[ed Inconre for the 1'elr
r\ FD

Airst!ip FLrnds*+r'

Worltl Bauli'i*++

Ad.jLrdtnrcnt orr valualion

t-.ttilities and Sen,ices

Div

Div

ilen
i!.n

l 2,866,080

Revaluation

Su rplus
Kshs.'000

98S.739

Rcfaincd

Earnings
l(shs.'000

Total

I(shs.'000

(1,1 67,800)
(79s.3 52)

30,529,505 44,384,323

( 1,1 67,800)
(795.352.00)

r 2.866.080 988,739 28.S66.3S3.00 42.471-t1t

( l s5,028)

806,90s

1,'702,452
2.1t1 .14t

r00.000.00

(128,S86.00)

2.359.362 00

( r 55,028)

806,908

t,702,452
2,\ t7 .'7 4 |

100,000

( 128,886)

2.359,362.00

t 7.338. I 53 988,739 30.896.829 49.223.121

r sqo 7?)\

2l ,65 I

983,?59

216 49t

r28 83 (r)

(590,722)

21 ,65 t

933,2 59

2 16.491

( I 28 S86)
d provision reversed

d pavable

t1 ,969,332 988,739 30,161.941 .19,726,0r8

Profi(/(loss) for the ),ear

,\t 3i June 2017

5.255 787 255 787l

r 7.9 69.33 2 9 38,7J9 36.023.73d s4.93r.80s

r+Aff ican Developrrrent Bank funded Keny,a 4irror,, Authorit),through the Covernnrent of Ken1,a, for the procurentelrt

ancj ifrstallatrou of the securir), screening equipLncnt and the design, supply and lnstallatron of Irrterinr Passenger Terniinal

BLril(ing at Jonto Iienyatta International Airport to help restore the Ievel ofservices at the Airport after the1, signiflcarrtly

deterfcated due to the 201j fire iufenro.

*** li.irstrip Funds slrorvn above are firrrds lecervecl lionr lvlinistry ofTrarrsport & lrtl'raslructure r.vhich rvere usecl to

iinanlc JKIA lnterirrr Terrrlinal, .lKlA Securitl,Screenir}g Yard. Isiolo, I(isurnu lnternationai Airport projects. Manda and

Wal if Airports projects

World Bank. These ale filnds received from the World Barlk to KAA to finance emergenc\/ activ.ities at JKIA

The on pages 44 to'16 are an integlal part of these financial slatentents
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I(ENYA AIRPORTS AUTHORITY
ANNUAL REPORT AND FINANCLAL STATEMENTS

Notes

STATEMENT OF CASH FLOWS

Operating activities
Cash glnerated from/ (used in) operations

lnterest ['eceived

Taxatiofr paid

Net Caqh generated fror4/ (used in) operating activities

Investirlg Activities
Cash fi]om Investing activities
Purchasle of Property, Plant and Equipment
Additiops Intangible Assets
Cash fi'drn Asset/Stores Disposal
Net Caf h generated from/ (used in) investing activities

Financlng activities
Cash flbvv from Financirrg activities

Repayr4ent of World Bank loan
Repayrtent of AFD loan
Reflind of unutilized WB Ioan alrrorurt
Procee$s from long ter:n bon owing fi'om World Bank
Procee{s from long term borrowing from AFD Loan
Proceeds from Airstr ips Fund
Disbur$ernent of Airstrips flurd
Provisipns Utilised duing the year'

Grant lbceived fi'om World Bank
Grant rbceived fi'orn AFDB
Dividepd payment
Net Cqsh generated from/ (used in) financing activities

2016/207',t
Kshs.'000

2015t20r6
Kshs.'000

a8(a)

33(c)

7,356,426 4,320,454

rs5,66l 98,809

'7,5L2,087 4,419,263

36
37

(2,664,528)
(2,953)
2,907

(8,s59,184)
(45,858)

3,169
Q.664.s't 4) (8,60I,873)

44(a)
44(c)
a4@)
aa@)
44( c')

42
42
45

(200,231)
(625,553)

(200,23 I )
(3 09,9s3)
(33,647)
68,206

1,202,152
850,53 5

(33s,792)
('78,112)

2,1 17 ,7 4r
806,908

68',7,963
( i24,8 85)
(293,1 98)
216,49t

21,651
128 88
44

4,400,862
7,472,118

000
51 987 747

(194,862)
7,639,225

Net Ddcrease (Increase) in cash and cash equi'r,alents
Cash { cash equivalents at lst Jul), 2016

Effectl ofexchange rate changes

Cash
{"0

cash equivalents at 30th June 2017

The nqtes on pages 45 lq76 are an integral part of these financial statelnents

( 10,03 8) 27 ,7 s5

a8(c )

42
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r KENYA AIRPORTS AUTHORITY
ANNIUAL REPORTS AND FINANCIAL STATEMENTS

FoR TFm yEAR ENDED 30ffi JLrI.tE 2ot7

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principle accotluting policies adopted in the preparation of these fipancial statements are
set put below:

1. Statement of compliance and basis of preparation

The financial statemeuts have been preparecl in accoldance with Ilterlational Fi,ancial
Reqorting Standards and the lequirements of the Kenya Air.ports Authority Act.
Application of nerv and revised International Financial Reporting Standarcls (IFRSs)
New standards and amenclments to published standarcls effective for the year endecl 30
Jurie 2017
The following nerv aud levised IFRSs wele effective in the cuuent year and hacl ,o rnater.ial
impact on the amounts leported in these financial statelnents.
Amendments to IAS 32 Offsetting Financial Assets and Financial Liabilities
The amendments to IAS 32 clarify the lequilements r-elatilg to the offset of financial assets
and financial liabilities. Specificaliy, the arnendrnents clarify the neaning of 'cuue,tly has a
Iegally enforceable right of set-otf and 'sirnultaneoLrs realisation ancl settlement'.
As the Autholity does uot have any f-rnancial assets ancl financial liabilities that qualify for
offset, the application of the ameuciments has had no irnpact on the disclosures or. on the
anlounts recognised in tlie Authoritl,'5 financial statentents.

IFRIC 21 Levies
IFRtrc 21 addlesses the issue as to rvhen to lecognise a liabilitl, to pa1, a levy imposed b1, a
government. The Interpretation defines a ler1,, apd specifies that the obligatilg eyelt that
giv31 rile to the Jiability is the activity that triggers the payment of the levil as icientified b1,
legislation. The Interpletation plovides guidarrce on how diffelent lerry a..angernents shor-rld
be accotmted fot, in particr-rlar', it clarifies tirat neithel economic conipulsion nor the going
conQel'n basis of finaucial statetnents preparation in-iplies tliat a1 eltity has a pr.esent
obligation to pa1, a ]er,ry that rvili be tliggered by operating in a future per.iod.
The application of this Interpretation has irad no matelial irnpact o1the ciisclosures or on the
amounts recognised irr the Authority's financial statements.
Amendments to IAS 36 Recoverable Amount Disclosures for Non-Financial Assets
The arnendments to IAS 36 retnorre the requirernent to clisclose the recoverable arnou,t of a
casir-genet'atirlg r-lnit (CGU) to u,hicii goociwill or other intangibie assets been allocatecl.

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

When tirele has been no impairment 01' re\/ersal of irnpailment of the relatecl CGU.

Fultfrermore, the atnendtnents intloduce additional disclosure requile,rents applicable to
'ur'hen the lecoverable amount of an asset or a CGU is measured at fair- r,alue iess costs of
disposal. These neu, disclosules inclucle the fair rraiue hierarchy, key assurnptions and
vah-rhtion techrriques used u,hich are in line with the disclosr-u.e requir.ed by IFITS 13 Fair
Value Measurernent-s.
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The application of the amendments to IAS 36 has had no mater.ial impact o, the disclosur.espr on the anlounts lecognised in the Author.it1,,5 financial statetrents since tjre Autltorit), liashad no inipairnrent or leversal of irnpairrnent.

2. Annual Improvements 2010_2012 Cycle
Tlre annual itnplovetnents 201 0-2012 cycle makes arnendrlents to the follorvi.g sta,dar.ds:
'IFRS 2 - Ar,e,ds the defi,itioris of 'vesri,g .onaltlonil;; ,;;;;."ri,rt", and addsd_efinitions fol'perforura,ce co,critior' a,d,ser,ice conditio,,
'IFRS 3 - Requit'e contingeut consideration that is classifiecl as an asset or- a 1iabilit)/ to beilreasuled at fair value at each reporting date
.IFRS 8.- Reqr-rir-es disclosr-u.e of tlie ludgements macle b1, rlauagement in applying theagglegation criteria to opelatirtg seglneuts, clarify leconciliatiols of seg,rent assets onl)/reqr-rired if segrlent assets are ieportecl regr-rlariy
iIFRS 13 - Clalify that issr-ring IFRS 1i and amenclilg IFRS 9 alcl IAS 39 dict not rernovethe abiiity to tneasut'e celtain short-term receivables an'cl payables on an undiscounted basis(arnends basis for. conclusions only)
'lAS 16 and IAS 38 - Clalif'tl-iat tiie g'oss anrolurt of p,ope'ty, pla,t and equiprne,t isadjusted in a mamrer consistent u,ith a r.evaluation of the c?n1rj11o arroullt
"lAS 24 - Clarify hou' pa1'111ents to entities p'oviding ma,agerllent ser.vjces are to bedisclosed

frt:t 
IFRS implorreuents are effective tbr accor-urring periods begiuring on or.after. 1 July

Int,:"ll telnlirlologies have been aclopted in these financral statements. In other r.espects theappiication of the ameudtnents cloei not result in any impact on profit or loss, othercompreliensive income and total comprehensive income.

3' Amendments to IAS 39 Novation of Derivatives ancl continuation of }Iedgedccounting
The amendments to IAS 39 plovide lelief fi'om the requirement to discontinue hedgeaccounting when a derivatirre clesignated as a heciging instrunent is loruated uncier. certainoircumstances. The amenclurents also clar.if1, thai Ji1, cliange to tire fair: value of thedelivative desigrated as a hedging instrurlent arising fi-on the noyation should be i,c1-rcled

]:.:T^T:::1'l:li and tneasurement of liedge eflecriveness. Ttre amenclments r.equirer€trospectlve application.
The application.of the netv standard has not hacl any irnpact on rhe ciisclosur.es or the

i:l::':T ^:"cognised 
in these fiuancial statenlents as rhe Author-it1, does nor trave an1,oerlVattves.

KENYA AIRPORTS AUTHOzuTY
ANINUAL REPORTS AND FNANCIAL STATEMENTS

FOR TI-IE YEAR ENDED 3OTH JLT]TTE 2OI7

PUMMARY OF'SIGNIFIC ANT ACCO UNTING POLICIES (Continued)

(i) Nerv and amended standards and interpretations in issue but not 5,et effective in
ttrre year ended 30 June 2017

New and Alrendments to Effective for annuai per.iodsstaudalds begiruririg on or aftei
IFRS9 1Januar.y20lg
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SUIVIMARY OF SIGNIFICANT ACCOUNTII{G POLICIES (Continued)

( ii)

IFRS 15 Revenue fi'ou contracts I January 2017

with cr.rstonrels

Relevant new and revised IFRSs in issue but not yet effective for the year ended

30 June 2017

IFRS 9 Financial Instruments
IFRS 9, issued in November 2009, introduced new requiretnents for the classification aud

rneasurement of financial assets. IFRS 9 u,as amended in October 2010 to include

requilements for the classificatioi-r and ureasulernent of financial liabiiities and for'

clerbcognition.
I(eJ, r'equilements of IFRS 9:

o AII lecognised financial assets that ale within the scope of IAS 39 Financial

Instluments: Recognition and Measnreruent are lequired to be subsequently tneasurecl

at amot'tised cost ol fair value. Specifically, debt investtlents that are ireld within a

business urodel whose objective is to collect the contractual cash florvs, and that have

contractllal cash flor,vs tliat ale solely pa),ments of principai and iuterest ou the

pr-incipal or-rtstaucling are genelaill, measured at amoltised cost at the end of
subsecluent accor-urting per-iods. A11 other debt investlrents and equity itlvesttnents at'e

measnred at theil fair value at the end of sltbseqr.teut accounting peliods. In addition,

u1de1 |FRS 9. entities r-nay make an irrevocable election to present subsecptent

ciranges in the fair valr-re of an eqr-rit), investment (that is rtot held for trading) iir other

cornprehensive income, rvith only dividend it-tcotre gener:ally lecognised ir-r profit ot-

loss.
With legald to the lreasLlrement of fhancial iiabilities designated as at fail rzalue thlor"rgh

prbfit ot' loss, IFRS 9 requires that tl-re amount of cirange in the fait'r,alue of the financial

liability that is attribr,itable to changes in tl"re cledit lisk of that liabilit1, is pt'esented in other

compleheirsrve income, uuless the recognition of the effects of changes inthe liabilitl"s cledit

risk in other cotnprehensive incorne rvould create or enlarge an accottnting.

. Mismatch ir-r profit or loss. Char-rges in fair value attributable to a financial iiabiiity's
cledit risk are not sr.rbsequently reclassified to plofit ot'loss. Under IAS 39, the entile

anlount of the change in the fail value of the financia] liability designated as fair value

tluor-rgl'r plofit ot' Ioss rs presented in profit or loss.

Application of neu, ancl revised Ihtemational Financial Reporting Standards (IFRSs)

(Qontinued;
The dilectors of the Authoritl, anticlpate that the application of IFRS 9 in the futnt'e wili not

irave a significant irr-rpact on amounts lepolted iu lespect of the Ar-rtholity's financial assets

and financial liabilities.
IFRS 15 Revenue from Contracts u'ith Customers

I4 May 2Ol5,IFRS 15 u,as issued which establishes a single comprehensive rnodel fbr'

entities to use in accor-urting for revenue arising fi'otl contracts u,itit customel's. IFRS i5 rvill
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SUMMARY OF SIGNIFICANT ACCO UNTING POLICIES (Continued)

supersede the cunent revellue recognition gr,ridance incluciing IAS 1g Revelr-re, IAS 1 1Copxtructiou Coutlacts and the Lelated Interpletatiolts when it beco,res effecti,e.

ThB core plinciple of IFRS I 5 is that an entity shoulcl recognise l.e\/enlre to depict the transfer.of prornised goods oI Ser-r'ices to customers in an anlount tirat reflects the consider.ation towhflc]r the entity expects to be entitled in excirange fol those goods or services. Specificaily,the Starrdard i,t'oduces a 5-step approach to re'eri.re r-ecog,ition:
Step l: Identif, the contract(s) wiili a custorller
Step 2: Identify tlie perfo,na.ce obligatior-is i, trre coirtract
Step 3: Deteuline the transaction pr.ice
Step 4: Allocate the trausaction price to the performance obligations in the contract
Sre[ 5: Recognise revenue ra'hen (or as) the entity satisfies a perfoulapce obligatiorrUnder IFRS 15. an entity t'ecognises reverlue rarhen (or as) a per-formance obligatio, issatisfied, i'e' wlien 'control' of the goods or services unclirlyi,g the par-ticr-rlar perfor.nance
obligation is transferled to the custorler'. The Autholity liou,ever der.ives a substartial a,ountof its revenue fiotl cash sales, and the directors do noi anticipate that the application of IFRS15 will hat'e a significant irnpact on the amounts repolted in respect of tire Authorit1,,5
revenue tl'orn contlacts \vith custolners.
(iii) Relevant ne$, and revised IFRSs in issue but not 1,et effectiye for the 1,ear endecl 30June 2017)

An n ud Intp rove ntents 2 0 I 0- 2 0 I 2 Cyc I e
Thd Annual hlproverlents to IFRSs ZOll-2013 C1,cle include a nurnber of an.iendurents tovalious IFRSs, r,vhich ar.e suutmarised belorv:
The arneridttlents to IFRS 3 clarify that the standarcl does not apply to the accounting fbr theforrpation of all types of joint an'ar1ge11lent in the financial statements of the joilt arrange,rent
itself.

The amendnlerlts to IFRS 13 clarify that the scope of tlie poltfolio exception for measuri,g
the fai:: value of a Author:ity of flnancial assets and financial liabilities on a ,et basis i,cludes
all contracts that at'e within the scope of, and accounted for in accorciance with. iAS 39 or
IFRS 9, even if those contracts do not meet the definitions of financial assets or.financial
Iiabilities within IAS 32 ,'
The amendtnents to iAS 40 clarify that IAS 40 and IFRS 3 are not rrutuall), exclusive and
application of both standalds may be required. Consequently, an entity acquir-i1g ilvestment
prollefiy rnust detennine whethet:

:l the propelty ureets the definition of investment ploperty in temrs of IAS 40; aldb) the transaction meets the definitiori of a businesi combination lurder IFRS 3
The dilectors of the Autlior:it5, do not anticipate that the appiication of these ame,drnents will
have a significant irnpact on the Authority's financial staterlerrts.
Annual Improvenrents 2011-2015 C1,gls
Makes arnendments to the following standards:

" IF'RS I - Clalify which versious of IFRSs can be used on initial acloptio, (amends basi
fol conclusions only).

c
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u IFRS 3 - ClaLifl'that IFRS 3 excludes fi'om its scope the accounting for.tire for.mation of
a joint alTangement in the financial statements of the joint atr-angernent itseif.o IFRS 13 - Clalify the scope of the pol-rfolio exception inpar.agr.aph 52.

' IAS 40 - Clarifyiirg the interrelationship of IFRS 3 ancl IAS 40 when ciassiflii,g

These IFRS irnpLovetnents ale effective for accounting periods begiruring or1 or after I
Janttaly 2016. The dilectols of the Authority do not anticipate that tll appiicatio, of these
implovernents to IFRSs will have a significant irnpact on the Author-ity's financial staternents,(i) Eariy adoption of standards
The Authority did not early-adopt any new or arnended standarcls i1the period.

Basib of pleparation

The financial staternents have been prepared nndel tlie histolical cost basis of accountipg.

4. Fronouncements from the Fublic Sector Accounting Stanclarcls Boarcl (PSASB)
The Public Finance Management (PFM) Act2012 Section 192 proviclecl tire setting up ofthe Public Sector Accounting Standarcls Boarcl (PSASB). The Cabinet Secreia*
National Tleasuty, gazettted inetnbers of the Board thlor-rgh GazetteNotice No. 1199 of 2g
Februat'y,2014. Follorving the Boaid's approval on the acioptiol of the Intel.iational Fi.ancial
Reporting Standards (IFRS) for state orgarls opelatir-ig as Comrnercial BLrsiness Entities ar.rcl
The International Prrblic Sectot' Accor,rnting Standalcls (IPSAS) tbr. lon-commelciai eutities,
the pronor-rncettteuts made b), the boarcl have no significant impact on the entity,s fi,a,cial
statelrent as "ENTITY tlalne" has been pleparing its financial statements in accor.dance to
IFRS.

5. Depreciation and irnpairment of property, plant ancl equipment

Fleehold land and capital wolk in progress are not depreciated. Capital work in progress
relates rnainiy to the costs of ongoing but ir.icomplete wolks o1 builclilgs and other. civil
r'vorks and installatjons. Depleciation on pl'opert1,, plant and equiprnelt islecog,ize,J in rhe
iucome statelnent on a straight-line basis to \^/rite dolvn the cost of each asset or the re-rralned
amoqnt to its r-esiclual vallte ovel its estirnated useful life. The annual rates i, Lise are:

Freehold Land
Leasdhold Land
Pavements (Rr:nrva1,g, apl'olts, taxitara),s and roads)
Pelmanent buildings
Ernerlgency Service Vehicles
Other Motor vehicles

Rate
Nit
99 1's2tt
4.0%
2.5%

10.0%
2s.0%
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Electrical -Mechanical Equiprlent
Other' \4achinery
Office Eqr,riprnent. Fnuritule and Fixtur:es
Cornputer and accessolies

5.0%
10.0%
20.0%
33.0%

Dppleciation of these assets. on the same basis of other propert)/ assets colrunellces when the
assets are ready for intended use.

Items of propelty, plant and eqr-tipment are leviewed aruuaily for impairrrent. Wirer-e the
carrying an'lotlnt of an asset is assessed as gleater than its estirrated recoverabie atrolult, au
inlpailment loss is recognized so tl-iat the asset is u,litten dora,n inunediately to its estimated
recorrelabIe arlottr-rt.

6. Intangible assets
Softrvare license costs and computer software that is not an iriteglal palt of tl-re r.elated
haldwale are initialll, recognized at cost, and subseqr,rently carried at cost less accurnulated
amofiization and accumulated irlpaimreut losses. Costs that are dilectl1, attributable to the
production of identifiable conputer softwale products contlolled b1, 11.r. Authority are
reCogriized as intangible assets. Amortization is calculated r.rsiug the stlaiglit liue metirocl to
wtite dou,rt the cost of each license or iteru of softrvale to its residr-ral value over its estimated
r-rseful life using an armual rate of 33.3%.

7. Amortization and impairment of intangible assets
Arrrortization is calculated onthe straiglit-line basis overthe estimated r,rseful lif-e of computer
softwale of tluee )/ears. Ail cornpr,rtel software is reviewed annualll,for.impairment. Where
thd carrying amount of an intangible asset is assessed as gleatel than its estimated recovelable
anlount, au impairment loss is recognized so that the asset is u,ritteu dou,n irlmediateiy to its
estimated lecoverable alrount.

8. Investment propert5,
Buildings, ol part of a building (fi'eehold ol held under a finance lease) and land (fi'eehold ol
lielp uridel an operating lease) held for long temr rental ),ields and/ol capital appreciation, aud
which are not occupied by the entit)/, are classified as investment property under non-current
asspts.

Investment pl'operty is carried at fair rralue, representing open market value detelmined
peliodically by independent external values. Changes in fair values ale included in profit or'

loss in the income statement.

9. !'inance and operating leases
Leases which conf'er substantiall), all tlie lisks and ler,vards of ownelsirip to the enti\t are
classified as finance leases. Upon initial lecognition, tlie leased asset is measuled at an

amount equai to tire lower of its fair value and the present value of the minirnum lease

\
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
payments, and the asset is subseqr-rently accounted for in accordance with the accounting
policy applicable to that asset.

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

Payments made undel opelating leases are recognized in plofit ol loss on a stlaiglit-line basis
over the term of the lease. Lease incentives received are recognized as an integral part of the
totpl lease expense over the terrn of the lease.

10. Fixed interest investments (bonds)
Fixed interest investrnents refer to investment funds placed under Central Bank of Kenya
(CBK) long-term infrastrr"rcture bonds and other- corporate bonds rvith the intention of earning
interest incorne trpon tire bond's disposal ol maturity. Fixed intelest investments ale freely
tlaSed at the Nairobi Securities Exchange. The bonds are measured at fair value tluough
profit ol loss.

11, Quoted investments

Qr-toted investments ale classified as non-current assets and comprise rnarketable secr-rrities

traded freeil, at the Nairobi Secr,rrities Exchange or othel regional and intelnational secr-rrities

exchanges. Qr-roted investments are stated at fair value.

12, Unquoted investments
Urlqr-roted investments stated at cost r.urder non-cllrrerlt assets, and cornpuse eqnitl, shares

heid in other Govelnment orvnecl ol controllecl entities.

13. Inventories
Inventories ale stated at the lorver of cost anci net realizable rralue. The cost of inrrentories
complises purchase plice, import duties, tlansportation and handing charges, and is

deiern-rined on the moving avelage price method.

14. Trade and other recei'r,ables
Trade and othel leceivables ar:e recognizedat fair values less allowances for'?n5, srr.ort.ctible
anlounts. These ate assessed for in-rpai-r-lrent on a continuing basis. An estiraate is made of
do[rbtflrl receivables based on a revieu, of all outstanding arnounts at the year end. Bad debts
are ,"vlitten off after all efforts at recoi,ery have been exhausted.

15. Taxation
Current tax
Crlrrent income tax assets and Iiabilities for the cur-r'ent and plior peliods are fireaslu'ed at the
anlount expected to be lecovered from ol paid to the tax ar-rtholities. The tax lates and tax
laws used to compute the amount are those that ale enacted or substantially enacted as at the
reporting date. Cr-rrrent income tax lelating to iterns recognized di::ectiy in equit1,, in which
case it is also recognized directly in equity.

ftt
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Defelred income tax

?,It::tl:::m:, tax is provided using the liability rnethoct on ali temporary diffe::ercesallslllg betu/een the tax bases of assets and liabilities and theil car-r.ying values tbr fi,a,cial
'epolti,g 

pulposes, usi,g tax l'ates a,d rau,s enacted ol substantivell, s113s1ed at the barance
sheet date and expected to appl1' when the related deferred income tax asset is realized or the
defeued tax liability is settled
Defemed income tax assets are r.ecognized onl1, to tlie extent that it is probable that ftlturetaxable profits ra'iil be available against which temporary differ-ences can be utilized.
fl'ecognize-d and uruecognized defelrecl tax assets ur. ,.urr.r.ed at the encl of each r.eportingperiod and, if appropriate, the recognizecl arnount is adjr-rsted to reflect the extelt that it irasbecotne probable that future taxable profits rviil allow the cleferred tax asset to be recover.ed.

I6. Cash and cash equit,alents

FSl:lt,:ls,h eQuivalents complise cash on hand and cash at banl<, shorl-term deposits o,call alld htghly iiquid investurents lvith an oliginal rnatulity of thr.ee lropths or Iess, ra,hich arereadily convertible to knowu aurotutts of cash ancl are subject to insig,ificant risk of changes
iu value Bank account balauces include amounts heicl at the Centr-ai Ban-k of l(enya aird ati'aliotls conmerciai banics at the end of the financial year'. For the pLrrposes of these financial
statenlents, cash and cash equivalents also include short terrn casli inipr.ests anci aciva,ces to
authorized pLrblic officers and/ol institLrtions wirich rvere not surrendered or accon,tecl for at
the end of the financial year..

17. Borrou,ings

1[1"r.tt bearing ]oans and overch'afts are initialll, recorded at fair.r,alue beipg r.ecei'ed,,et of
lssLle costs associated with tire botrou'iu-q. Subsequently, these are lneasur.ecl at amorlized cost
using the effective interest rate tnethod. Arnor-tized cost is calculated by taki,g i,to acco1u.rt
a]ny issue cost and an)/ cliscollnt or prernium on settlement. Finance chalges, includilg
plemiums payable of settletnent ot' redemption are accoLulted fo1 on accrual basis and are
added to the ca[ying amollnt of the instlurnent to the extent that they are not settied in the
qeliod in which they alise. Loau interest accluing during the construction of a pr-oject is
capitalized as parl of the cost of the pioject.

KENYA AIRPORTS AUTHOzuTY
ANl].riJAL REPORTS AND FINANCIAL STATEMENTS
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18. Trade and other payables
Tlade and other payables are non-interest bearing and are can'ied at aurortized cost, which is

rneasured at the fuir value of contractual vahte of the consideration to be paid ir-r firture in
respect of goods and services supplied, whether billed to the enlitlt or not, less an5, payments

made to the suppliers.

19. Retirement benefit obligations
Defined Ber-refit Scheme

The Authoritl, 6r.rut.s a deflned benefit scheme for ali its employees, ftinded b), contribr-rtion

from emplo),ees. The scheme defines the berrefits an employee r.r,ill t'eceive on retirement. The

assets of the scheme are held in a sepalate trttstee adrninister-ed scherne. The Autholity's
contlibutions are charged to tire profit and loss account in the year to which they relate.

The Authority changed to Defined Contlibution scheme fi'orn Defined Benefit scheure r.vith

effect fi'om l17l20ll in accordance u,ith the Treasr.u'),.ir..,,u.,ro. 1812010 dated 24tl'

November 20i0.

The Ar-rtirority also contributes to the statutory National Social Secr-trit1, FLrnd QTTSSF). This is
a defir-red contt'ibr,rtion scheme registered undel the Natronal Social Secut'ity Act. The

Authorirl,'5 obligatiori rurder the scheme is lirnited to specific cor-rtlibutions Iegislated florn
time to time and is cr-u'rentl1, at l(shs. 200: per ernployee pet'tnouth.

20. Provision for Staff leave pay

The estirr-rated rnor-letary Iiabiiit), fol ernployees' accrued amrual leave entitlement at the

balance sheet date is recognized as an ernplol,ment cost acclual. A provision is made fol the

estin-rated liability fbr annual leave at t'eportiug date.

21. Exchange Rate Difference
Transactions duling the l,ear are converted into I(enya sirilling at exchange rates ruling at the

transaction dates. Monetary assets and liabiiities, which al'e e,\pressed in foleigu cur-rencies,

alp translated into Kenya shillings at exchange rates lr,rling at the balance sheet date. Revenlte

and Expense items in other currencies are tr-anslated iuto Ken1,2 Shiliings using the late ruling
at the transaction date. The resultirlg differences fi'om convelsion and translation are dealt

rvith in the plofit and loss accolurt in the ),eat in which they arise.

22. Offsetting
Financial assets and liabilities ale offset and the net amount leporled in the statement of
financial position only u,hen there is a legally enforceable light to set off the lecognized
amounts and there is an intention to settle on a net basis, or realize the asset and settle the

I iabi Iity simr:ltaneously.

23. Provision for liabilities and charges
PLovisions ale lecognized ra,hen the Autholity has a plesent legal or constlttctive obligation as

a result of past events, it is plobable tirat an outflou, of resoulces ernbodying economic
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benefits will be required to settle the obligation. arid a reliable estimate of the arrount of the
obligation can be made.

24. Biological Assets
The Biological assets cornprise of tlees that wele planted at Eldoret International Ailport in
the year'2006. A11 the costs inculled to date irave been treated as expenses in determining the
profit in each year they u,eLe incurred. Tire total proceeds fi'orl the sale of these trees mintts
the incidental costs sliail be recognized as income in tiie year of sale. Tl-re assets rvere valued
at fail value b1, Integrated Forestrl, Cousultaucy a1d Ir4alagement Sel,ices as per IAS 4 i .

25. Comparative figures
Where necessary, corlpalative figures for the previous financial yeal have been amended or
leconfigured to conform to the required changes in plesentation.

26. Subsequent events
There have been no events subsequent to the financial year end with a significarit impact on
tlre financial statements for tlie year er-rded Jr,ure 30, 2011.

27. Related Part5, PolicS,
Palties are considered to be related if one party li35 the ability to control the othel palty or'

exercise significant influence over the other partl, in r-iraking financial or operational
decisious. Jointly controiled entities ale also considered as lelated parties. The compairies

transact business witli parties that are lelated b), virtue of comrlon dilectolship and/or'

ownelship and jointll,controlled entities. The Ar-rthority's lelated palties inch-rde:

ploj ects.

Board of Directols.

28. Significant judgments and key sources of estimation uncertainty

In the process of applying the ac'counting policies adopted b), the I(enya Airports Autholity,
the director-s rnake certain jr-rdgrnents and estirnates that may affect the cat'D,ing values of
assets and liabilities in the next financial peliod. Such judgrnents and estimates at'e based ou

histolical experience and othel factors, includin-q expectations of fi-rture errents that ate

believed to be reasonable under the cun'ent circumstances. The dilectors evalttate these at

each financial reporting date to ellsure that the1, ale stili reasonable lurdet' the prevailing
cilcumstances based on the infblrnation avaiIabIe.

Going Concern: The financial statements harze been prepaled ou a goitig collcet'n basis ou

tire belief that the Authority sirall continr"re operations in the near futut'e.

Impairment Losses: At eacli l,ear end, the Authority leviews the catr),ing amounts of its
tangible and intangible assets to determine u'hether there is anlr il6ltution that tirose assets

\

54



(

Y
I(ENYA AIRPORTS AUTHORITY

ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR TFIE YEAR ENDE,D 3OTH JUNIE 2OI7

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
harle sr"rffeled an impairment loss. If 0n1, s.,.1, indication exists, the recoverable ariount of the
asset is estimated in order to detelmine the extent of tlie impairrnent loss. Where it is not
poEsible to estimate the recoverabie arnount of an individual asset, management estimates tire
recbverabie amount of the cash genelating unit to which the asset belongs.

Intangible assets, vehicles and equipment: Critical estirnates are made by the mauagernent
in iletermining the useful life for intangible assets, r,ehicles and equipment.

Cqntingent liabilities: The rxanagement evaluates the status of any exposLrres to contingent
Iiabilities on a legular basis to assess the probability of the Authori[, inctiuing related
liabilities and the same is disclosed as a note in the flnancial staterrents. Plovisions are onl1,

mdde in the financial staten-Ients rvhere, based on the managernent's evaluation, a present

obligation has been established.

29. Financial Instruments
Classification: T}re Autholity classifies its fir-rancial instruments into the follorving
categolies:
Loans and receivables, which cornprise non-derivatirre financial assets with fixed or
determinable pa1,1nsn1s tl-rat are not qnoted in an acl-ive malket, and exch-tde assets rvhich the
entity interrds to sel1 inunediately or in the near term or those wliich the entity r.rpon initial
reiognition designates as at fair value tlrror-rgh profit or' loss or as available for sale financial
assets.

Fiprancial liabilities: u,hich cornprise all llnancial liabilities except financial liabilities at fair
value thu'oug}r profit or loss.

30. Risk management objectives and policies

Financial risk management

i) Cledit Risl<

Cl'edit lisk t'efers to the risl< that a countel part1, 1a,lll defauit on its contractual obligations
resulting in a financial loss to the Authority.

The credit risk exposnl'es are classified in tluee categories;
. Fully perfolrning
. Past due
. Itnpait'ed

Credit risk on Fixed, Call and Reserves r.vith banking institr-rtions is managed by dealing rvith
institutions with good cledit latings. Cledit risk on concessions, tenancies and similal
business transactions is mitigated through requirement fol pelfor'rnance gualantees isstied by
firrancial institutions r.r,ith good cledit ratings.

+
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Impaired

Ciredit risk on Fixed, Call and Reserves with banking institutions is managed by dealing with
in$titutions with good credit latings. Credit risk on concessions, tenaucies and similar'

bwirress tlansactions is rnitigated through requiretlent fol performance gLlarantees issued b1'

firianciai institutions with good credit latings.

i il Credit Risk (Continued)

Cr.bdit risk on Trade Receivables is managed by ensurir-rg that credit is extended to custotners

wilh an established cledit history. The credit histor-y is determined by taking into account the

finfrrcial position, past experience and other relevant factors. Ci'edit is rnanaged by setting the

.rfAt Iimit ancl cledit peliod fol eacl-r customer.

The maximum exposLlre of the Authority to credit risk as at the balance sheet date is as

follows:

a

3otl'June l6
Fully
Performing
Kshs'000

Past due but not
Impaired
Kshs'000

Past due and
Impaired
I(shs'000

Total
Kshs'000

Tra]de receivables 5,164,445

I

810,212 5,914,651

Otila' r'eceivables 1,307,892 r.301.892

F rxpd I)epostts,
Cal[ Deposits &
Treasury Bills

5,261,661 5,261,661

Re$rve Account 2,221,651 2,221,651

Cash at bank 4,379,631 4.319,631

Grqss
Fin[ncial Assets 18,335,i80 810,212 19,145,,492

Pait due and Impaired

As ht 30tl'June

Bad Debts
Terrn Deposits-Pludential B ank

Othel Receivables

20t7
Kshs'000

731,116
18,790

306

8r0.272

24rc
Kshs'000

731,116
78,790

306

810,212
T
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OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

30. Risk management objectives and policies (Continued)

i) Credit Risk (Continuecl)

An lmpair:rnent provision of Kshs. 731 Million (2016: Kshs. 731 Million) is held against the
impailed teceivables. The Autholity does not hold any collateral against the past due or
irnpaired leceivables. The management continues to activeiy follow up past due and irnpairecl
lecdivables.

ii) Liquidify risk

Liquidity risl< is the lisk that the Kenya Airports Authority will encounter difficulty in
obiigations associated with financial liabilities. Tlie boald has developed a risk
etlt fratnework for the tnanagement of the Autholity's sholt. mediurn and long-tenn

1i dity requirements thereby enslu'ing that ail financial liabilities ale settled as they faii due.
Authority manages liquidity Lisk by continuonsly levieu,ing forecasts and actual cash

flows, and maintaining banl<ing facilities to covel any shor.tfalls

The table below suurmarizes the maturity analysis for fiuancial Iiabilities to tireir remaining
con rnatnrities at the reporling date

I Kshs'000
Within l2 months

Over
12 rnonths
Kshs'000

Total

ended 3Oth June 2017Year

Tra{e payables 1,959,128 1,959,128
Other payables 8.237 3,594,489 3.602,726

Intetest bearing Loans 825,784 9,823,673 10,649,3 98

Totgl 2,793,150 13,418,103 16,2L1,253

Year ended 30th June 2016

Tlade payables 1.638.711 1,638,7 17
Othqr payables 9,714 3,586.916 3,596,630
Interlest bealing Loans 510,184 10,138,347 1 1,248,531
Tot{l 2,159,615 14,325,264 L6,483,879
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SUMN{AR.Y OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

30. Risk management objectives and poricies (continuecl)

iiif Market risk
Mhrket lisk is the lisk that the fail value or future cash flows of filancial instru,re,ts ra,iil
fluctuate because of cltanges in malket price ancl coinprises thlee types of r.isks: currency risli,
interest rate lisk.

Interest rate rislt: The Autholity is exposed to cash flow ilter.est r.isk o, its ,ar.iable r.ate
botrowings because of chauges in malket intelest rates. The Ar.rthor.itymanages this exposure
by maintaining a high iutet'est co\/el ratio, whicir is the extent to rvhicli profits ar.e a'ailable to
se[vice borrou'ing costs. If the interest rates on the Authority's bor.roivings at the year--e1d
were to increase/decrease by 1% percentage points, witli all otiiel factols remainiug corlstant,
tlre post-tax profit would be lower/highel bi, Shs.104 Million (2016: Shs 105 Million )respectively.
Price Risk: The Autholity cloes irot hold investurent that rvould be subject to pr.ice r.isks:
hence this risk is not r.elevant.
Foreign exchange risk: The Ar-rthor.ity Jras foreign curreltc), denourinated banl< accounts and
it also transacts in foleign currenc)/. The Author.itl, 1...'r.s US$ clenorriinated receipts as ilartof [ts revenue. These receipts ale bankec] in dollar denominated bank accon.ts. The Author-ity
mitigates against foleigir excirange r-isl<s: 81, negotiating contracts based on the available
curl'ency (Dollar'/l(ES). Secondly loans are negotiatecl ancl niaintaiped in dollar eqr.rivalent to
hedge against foreign exchange risl< flr:ctr-rations.

The carr),ing anlorints of the Authoritl,'s foreign clll.renc)/ denomtriatecl rlonetary assets at the
balance sheet date are as follou,s:

USD
, 000

USD
' 000

As at 30th June 2017 30th June 2016
Financial Assets

Bank and cash balances 38,025 25,989
Term de sits 29,594 16,605
Trade receivables , .2B,g5g 1_2,649

Ot[er receivables 1,472 38,543
Su Total 97,639 93,795

Financial liabilities
Trape payables 4 (5,108)
Other payables 1_,967 628
Lon Term Loans 75,71,8 79,138
Short Term loan ( Payable

witl|rin one year)
6,1.87 3,066

Sub Total 83,776 77,724

Net exposure L3,862 t6,06t

/'-
G
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

30. Risk management objectives and policies (Continued)

at 30th June 2017, if the Kenyan shiilings had strengthened oi weakened,by 5%against
US Dollars and with ali other variables held constant, the irnpact on the surplus for the
:wonld have beenKshs 154 Million (2016- Kshs 170 Million) higher/lorver mainly as a
rlt of US Dollar and banl< cash balances.

As
the

)iea:
lest

In rnanagement's opinion, the sensitivity analysis is uruepresentative of the inherent foreign
exchange Iisks as'uhe year end exposule does not reflect the exposure dur-ing the 1,s31.

31. Qapital Management

Kenya Ailporls Authority 's objective in managing its capital is to ensrue that it supports
tl-re eiopment of its br.rsines s and is able to continue as a going cor.l.cer.n, while at the sarne
tr maxitliziug the t'etttrn to its shareholdels. The Authority is not subject to all, external

requilernents. The Autholity rllanages its capital b), evahrating the working capital
ements aud investment in non-clu-lent assets belble borrowings and based on this

t, setting an integrai debt to equity latio. which it rnonitors on a regnlar basis. The
debt to equity ratio is as set below

Tire gear-ing ratio at the year'-end was as follou,s

7,472,718

- no/l. L/o

2016t20t7
Kshs'000

2015/20t6
Kshs'000

Total bollowings Q.Jote 45) 1 0,649.3 9g I 1,248,531

Less: cash and cash eqr"rivalents Qrlote 50 c) 11,862,943

Net debt/(savings) (1,213,595) 3,716,474

Total equity 54,981,904 49 ))i'D5

Gea::ing (net debt ovel total capital lesour-ces) (2%)
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NOTES TO E FlNi\NCIA L STATEi\'l ENTS

2016n017
Kshs.'000

2015/2016
Kshs.'000Rcvcn u cs

i) Opcrating
Aeronnutic Revcn rrc

Airport P

nuc

Scrvice Charge Fund

ngLanding and

Airbridge
Fuel Uplift
Othcr Rcvenuc

l RcvcnucTotnlAcro

Non Aeronr
Rentals

Concessions

l Rcvcnuc

Security Pas lnconre

Othcr Non revcnuc

Total Non Ae nnuticnl Rcvcnuc
Total Opera Revcnue

) Cain orr Ass D isposal

is posa IGain on assets

Othcr lncomc
Salc of Tender ocunle nts

Loans

ies

Interest on S

Fines and Pen

Othel Inconre

Non Cash I
P rov is ions

Deferred In

Finnncial I e (Loss)

I nrrestnrent

Bank lnteresl
Exchange gain

Finnncinl Cos

Intercst

9,567,298
3,273,6L6

189,163

298,809

12.919

6,7r9,3r3
3,031,646

l 47,8 53

282,7 ss

15,8 l7
13,341,805 10, I 97,383

758,833

t;100,9'17

96,675

740

72t,B35
r,488,145

9',1 ,'145

362
7,557,224 2,308,088

t 5,899,029 12,505,471

2,625

422

2,392

2,935

184,402

637
1,825

4,2'15

170,435

190.1 s2 171 ,t7 3

rsed

590,222 155,02?

390,?2? r 55,027

) on Forcx

r28,95 l

26,? t0
362,238

72,537

26,2't2
(238.800)

s 17.899 (139,99 r )

756.8 r 7 37 r,330
?s6.81? 37r,330
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Profit/(loss) before tax expenses/income

35 (a) Administrative Expenses

i) Staff Costs -Note 35 (d )

"l

ii) Other Administrative expeuses

Electricity and Water

Communicatiotr services and supplies

Transportation, Traveiling and SLrbsistence

Adverlising, Printing , Stationety and Photocopyi-n1

Marketing and Promotion Expeuses

Staff Trarning Tuition aud Sttbsistence

Insurance costs

Barrl< chalges

Loss on Assets Disposal

I(RA Corttmission
Legal Fees

Consultancy Fees

Stoles cousuured

Cleaning Selvices

Environurental Preservation
VAT Expense -Non Allowable
Provision for bad debts

Reversed audit fees provision

Other Opelating Expenses

iii) Administrative Expenses

) Establishment Expenses
Repails and Maiutenance
Depreciation of property, plant and Equiprnent
Intangible Assets

c ) Other Expenses
Directols' Enrolunreuts
Audit Fees

2076t2017
Kshs.'000

4,745,806

2015t2016
Kshs.'000

4,350,477

6q) 1\/l
23,53 8

99,854
18,93 5

11 ,t 10

80, I 72

164,595
3,007

220,7 50

194,203
28, r 89

147 ,7 09

2 82,603

159,828

470,89 I

tzt,015

79 t ,433
22,'t'76

94,213
22,319
36,50l
'7'7,137

t)q \))
1,902

2,9t7
136,4'13

3t2,942
I15,'770
113,430
271,445
225,'t85
169,991
2t),941

(2,8 9 8)

96.602
2,',l85,210 3,436,103

7,531,015 7.786.580

681,t67
2,369,030

309,35 r

1,012,320
866,419
31,405

3.365.549 1.916.144

\) )4',7

2,230
l),1 L )
, ?in

34,477 25,343
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35 ) Staff Costs 2076120t1

Kshs.'000
3,515,455

59,069
29g,gg3

4,937
15,051

11,724

Wages
(One rnonth & above)

Conh'ibution
urance Costs

Group P alAccideut (GPA)
Othel Staff 839 687

4,745,806
Staff bonus ersed

Salaries and

Contractual
Pension Costs
NSSF Com
Crourp Life

20tst20t6
Kshs.'000

2,927,439
104,299

1,152,553
4,964

23,469
8,656

689 116

4,910,495
(s60,017)

4,745,806 4,350,477

ot
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Plaqt.Q Iiquipntcnt

Frcclrold lrild

hs.'000

KENYA AIRPOITTS,AUTIITJF.ITY

ANNUAL REPOR'i AND FINANCIAT- S IA'TEIVIENTS I
I

I
i
I
i
It

:

i
I

I
il
li

li
il
i
tr

i

I

I

7,60 t.59.1

s66.4 I S

rrrodcrn facilirics, facilirv and intrrsrrucrurt ilplifr for t'4alindi and \{ilson Airports a[d Ukunda Airstrip ctc

2016

Leisehold lrnd

'000

Cipitxl \\'orli
irr

P ro grast

K5ht.'000

l)i"cr:rcntr rnd
BrildinSi

Kelrs.'000

Pli ilt. ['l iclincr)',.t
l\'lolor vchiclc!.

Kslrs.'000

Officc Eqrtip.

Filroiturc iild
Fiilingt

I(rhr.'000

'f oT.\ L

l(shr.'000

COST OIT YALUATION
ArJuly l,20l5
Addilioni - Crth
rtdditionl - Non Cash

Tru n fcrs

RccIassi ticlion
Transf.r io l[ttilgibl. assats

Rcclnssi ftcrion
W rite off
D i sDosr I

249,26i

2J

6.90 r,:05 10,055. I 56

3,r46,387

706,052

(?2,1: I,i8l)

(7i9,506)

I l,s4?,546
9?t

|], s60,{ i9

2,08{,73.t
37,.r90

7.323,241

( 1 1.504

568,060

21.s35

617,70 I

I I.505)

5r,706,014

8,559, I 8.1

706,052

0

0

(719,s06)

{ l4 009

IATION
r\t July

Chargc

:01 5

lhc y.8r

on dispos.lEIinti
r Jnna

r.?40,999

69.709

4,S6.1, l4,l
.r?!.117

s-135.261

t, I 27,?06

2 29,1 3S

(5,901 )

r.350,993

I 6S,7{ 5

96,,r0.1

il .{21 )

J63.171

NET B YALUE
0r6 Ir9.263 5,S90,.19? l6,rd?,206 20.3?3.695 8,632,020 ? 6.1,3 6.1 i r .?57.0{6

?016

cosT oR YA Ltt,\TloN
At Jil!] 1,!016
Addirioilt
Recl assi flcttion
Transl!r
'l ransfcr o lnlsngibl. asscls

Dr

?19,:6i 6,90 r,105 16, I 4?,106

2,6 I L166
(i sl,.l8{ )

1 l:i, I i6.094)
(:97,4?i)

2 i.70s.9s6

(.r s0. l 6r )

6,719.957

9,9Si,0r i
46.,515

( i 0,5s7 )

5,:9:.?0S

{1.7001

r .??s,09 I

r9,i96
60.: I ?.714

7,611,191

ts9.r.2l4 )

0l ,^{ ?.9

( 956

(19'7,d74)

( L656)

AI J I't l{9.16-i 6.90r,205 .1.34 I,1 l9

DEPRE IATION
Ar JulY

C hargc
I

f0,
lor6
lhc ytar

or disposalE lirn i

I ,_r t0.?0s

69.10.)

t1

s 115,:or
I 20r).St I

r ,i 50.99-j

71:.170
(2,19 I )

17

i66, I l0
(9 54

s,{60.63S

l,:i69,0i0
f .i,?r 5 )

20r

NET BO

At Jrnt
Pr
80,

\/ALUE
t0 l? 719.263 5.520,?8s .r.3J t,1 1 9 1s.J32,669 I 1,20?.99? t .51 1.05? s0.??3,1 93

FU LLY
Al Jutrc
,\( Jiln.

Df,PRECIATED ASSE'TS

po, rorc
50.201?

58E.4i6
793,696

24l,sl4
3 14.912

si2,260
l. I0s.608
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NO TO THE FINANCIAL STATEMENTS (Continued)

37 lntan Assets

Cost
At lst uly

frorn AUC
during the year

At 30

Amo
At lst uly

for the year
At 30 ne

2,953 45,959
1,254,649 957,1.75

75,117 37,712
309,351 37,405
384,468 75,t 17

20t6t2ut7
Kshs.'000

857,1,75
394,521

2015t2016
Kshs.'000

71,81 I
Tg:,506

s

Net amorrnt
At 30

le assets comprise costs incurred on acquisition of conrputer software. Amorlisation
is calcu ated on a straight lir:e basis over estin'lated useful life rrot exceedingthree years. The ERP

is fully amortized

l

I

i

r:
I

1i
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2016t?0r1
Kshs.'000

prises: -

7015t2016
Kshs.'000

nics & Electro-Mechanical

Supplies

Lubricants
Spares

Cleaning Materials
spal'es

2,480
15,781

13,253

8,951

1,166

409

I 05,954

9,963

2,446
16,007

23,88 1

8,482
1,272

1,338

23,511

9,963cl<s

1571957 86,906

for obsolete stock (9,963)

t47 994

stated at the lower ofcost and net realisable vah"re. The cost ofinventories conrplises

intport duties, transporlation and handing clrarges, and is deterrnined on the n:orring

rnetliod

(9,963)

J

NOTES TO

]8 Inventories

Inventories
Hardrvare

Electrical, El

Stationery &
Petrol, Oil ar

Motor Vehic

Environment
Fire & rescut

Inv-Obsolete

Less provisic

Inventories a'

purchase pric

average price

tlI

I
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ANN UAL REPOR.I. AND FlNAN\CIAL STATEMENI.S

S TO THE N CIAL STATEtvt ENTS (Continucd)
20t612017
I(slrs.'000

39 and Othcr
ttade receivables
tcmr Deposit
Prcpaylnents -

Prepayments -

Staff reccivables
Frcpaid tax
6ross trndc and

lrovision for bad

Nct tradc and o r rcccivablcs

Brd Debts n (Specific)

eld Project

r rcccivablcs

doubtful receivables - Note 39 (b)
-Notc 39 (c)

ble receivables

5,985,52 l
78,790

4.043,684
I . l 65,903

r 40,683

4,369,461
78,790

4,043,684
I ,225, l 53

r 3 1,599

(73 r, il 6)
(78,790)

2015n016
Kshs.'000

(73r,1 l6)
(78,790)

I 0.604,J0v 9.038.475

2016t20r1
Kshs.'000

73t,ll6

2016t2017
l(shs,'000

5 18,85 l
2l 1,941

As at June 30th

Trade receivables rccognised and can'ied at origirral invoicc ar:rount less specific provisious for uncollectable debts

39 Tcrnr Dcposits

As at July I
Additious
Exchang,e rste

This rclatcs to a

provisioncd for.

ent

s.78,789,626.a5 ternr deposit rvith Prudential Bank which is under Reccivership. Tlre amount has been fully

lr
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

40 Balances held in Reserve Accounts

Barclal's Bank Paris-AFD l-oan Reserve Account

Barclays Banlt I(en1'4-4FD Loan Debt Service A/C

41(a) Cash and Cash Equivalents

Cash in hand and at banl(

Call Depdsits

Treasury Bills
Fixed Deposits

Cash at banlt

Tieasury Bills
Fired Deposits

42 Airstrip Funtl

As at I July
Received during the 1,eat'

Llterest darned

Total Receipts

Ailport disbursetnerrts (GOl( grantsl

A ilstLip d isbr.rrsements

As at June 3oth

201612011

I(shs.'00Q

t,'178,07'2

443,57 8

201512016

Kshs.'000

1,560,639

446.600

51

'lhesc ar.e caslr bala6ces held in both Balclays Bank lParis) and Barclays Bank (l(enya) Lrnder special

securitl,al.angen.rentsrvithAFDinlespectofservicingofthelong tertnloantbr.lomoKenyatta

internatiorlal Airport lehabilitation, ancl Moi Intelnational Airport pavelnents and Expansion pro.iects

These funds are not availatle for day to day operations of the Autholity.

20t612017

Kshs.'000
4.228,678

'75,332

523.2r0

201s/2016

Kshs.'000
r ,3 57.449

42,3'18

9'l,8'11

44'l 075) 189 089I

8,214,294 3.686.793

Inclgded in the Fireci cleposit is an amor,rnt of I(shs.379,748.268 being a revolving ftrnd iacilitl'rvitlr

Ilousing Finance lbl nrolteage tacilities tbr the Autholity's statT'

4l(b) AirstriPs Fund Cash Balance 2016t20r'7

Kshs.'000
150.953

966,181

249 864

201 5/20 1 6

l(s hs.'000

39 3,24 8

688,387

696 450

1.778.08sI,366,998

201612011

I(sh s.'000
l,778,085

2015/2016

Kshs.'000
2.965.794

554,000

r 33,963

62 1,90 r

228.634

687,963 85 0.53 s

(983,2 59 )

791 )

I,366,998 1.778.08s

The AiLStrips lirnd relates to anroLllrrs received frorn the lvlinistrl,of'[ransport arrd Infrastluctule by the

AuthoritS,on an agcnc), basis to be utilisecl on development. nraintenance and rehabilitation of prrblic

airstlips in the countr)'.

(il5,
(1,102,452)

(3 3 5.792)

{
f
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IGN}'A AIRPORTS AUTHORITY

ANNUAL REPORT AND FINANCIAL STATEMENTS

TO TH FINANCIAL STATEM ENTS (Contin ued)

43 and Other ayables 20t6t20t7
Kshs.'000

Payables 2,157,759

1,841,154
95,052

669,5I3
824,05 8

Liability

Liability
ion payabl

Creditors 7 003

5 s38

201s12016
Kshs.'000

I ,63 8,7 17

2,021,154
85,088

532,417

948,258
9 714

2076t2071
Kshs.'000

20t512016
Kshs.'000g Term Loa

orld Bank Lo -Note 45(a)
Loan - 45(c )

Due within i

Due after I

8

2,170,988 2,371,219
i0 8 77 12

t0 1

825,784 510,r84

9.823.613 10.738.347
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ANNUAL REPORT AND FINANCIAL STA^TEMENTS

NOTES TO THE FINANCIAL STATEMENTS (Contirttred)

I *lr) worlcl Banlt Loan
i

201612017

IGhs.'000

2,311,219

201512016

Kshs.'000

2,s36,89 i
68,206

(33,647)
(200,23 r)r

I

Ba.lance b/f
Received duriqg the year'

Refund of unutilised Loan to Int'l Developtnent Association IDA
Repayrrents durirrg the year

Total loan outstanding
lesS: Arnounts due in one year

Balance c/f

Analysis of \ilorld Banl< loan per project

Nofthem Corlidot' Transporl Improvement Project

I(eni,a 11'a,lrrbr1 Sector S r-rpporl Proj ects

less: Arnounts clue in olte Yeal'

c ) Agence Francaise De Developpement (AFD) Loan

Balance as at Ist Jul),

Aurount Received
Exchange Lo$s

Loan Repai'rnent
Total loan outstanding
less: Atlouut due in one year'

Balance c/f

(200.23 l)
2,170,988
(200,231)

2,371,219
(200.231)

1.910,757 2.170,988

++rh
20r6/2017
Kshs.'000

2015/201 6

Kshs.'000

2,274,012
97,207

2,012,680
98,308

2,1 70,988 2,371,219

1.970;757 2.1 70.988

TheNorthern CorliclorTransport lmprovement loarr is denonrinated in l(etrya Shillings ivith a dtrlation of 23

years fi'our 2004, a glace period of 8 years arrd 5% illterest I'ate per annLllll.

The I(elya T1arrsporl Sector Suppotl Ploject loan is clenotrtinatecl in I(enya shilliugs tvith a dLrLatlon of 23

)/ears fi-ont 2Ol 1 , a grace period of 8 years and intelest rate of 57o pel' annulll

0

44

201612017

Kslrs.'000

8,811,312

226,651
s53

70r512076
Kshs.'000

7,806,1 68

1.202,152
178,945

09 95'j
8,877,312
(309,9s3)

8,478,410
(625,553)

T

7.852,855 8.s67.359

Agence Francaise De Developpement are co-financiers in the construction of Terminal 1A and a

rnulti- storey car park which are parl of the expansion and upgrade of facilities project at Jonro

I(enyatta htenrational Airport. The USD 93 million plincipal loan has a dltt'ation of 20 years floni 201 l, a

g'ace peliod of 5 years and interest rate at libor plus 2 7 5o/o per alll]Lll]].
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ANNUAL REPORT AND FINANC],AL STATEMENTS

for liabilit and charges

N

At
U

uti

At

during the

July 2015

stated Open

&

Staff Bonus
Kshs.'000

Dividend
Kshs.'000

Leave Pay
Kshs.'000

Others
Kshs.'000

I ,064,501
(78,172)
(58,557)

1,585,464

Total
Kshs.'000

1 , 193,3 87

(78,t72)
638 944

1,167,120

560,017 13,140 65'7,692 1,290,849

June 2016
Eun'ent porliorr

pofiion

July 2016

stated Open

on

during the

d&
0 June 2017

Balance

Balance

to profit and loss

d during the year

e charged profit and loss

during the year (560,0 I 7)

128,8 86

128,886

(20,370)

52,770

N

A
II

I 28,886. 52.770 r.s8s.464 r.767.120

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

0

N I 28,8 86

( 128,8 86)

13,049 993,993
( r 64,3 12)
(709.6 r 8)

1,135,928
(293,1 98)
(709.6 r 8)U

A 128,886 6s.819 1.70s.521 1.900.232
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Charge for

irofit and

Deferred T

computed

Accoun

NOTES

The

Balance

Current
on the

Tax

Tax
Tax

Tax
Tax
Net

Balance
Balance

I\-El\ I f\ tl'rl\.r \J.c\ r D fru I rlWr\l ,. I
ANNUAL REPORT AND FINANCIAL STATEMENTS

TIIE FINANCIAL STATEMENTS (Continued)

lncome
20t6t20L7
Kshs.'000

277,952
5

642,354

207512016"
IGhs.'000

(293,900)
571 851

277

year

account
at 30%(2016117: 30%)
le profit for the year

profit before taxation

Ie rate of 30Yo (2016/2017: 30%)
of:

Kshs.'000 Ifuhs.'000

1,653,621 779,483

( I ,289,489) (207,634)
r08 tl J

256 014

364,402
(l 08,1 I 8)

571,851
(332,929)charge/(credit) ftote 47)

256,284 238,922\,

..,

ta.x based on accounting profit before ta,xation differs frorn the theoretical amount that is
the applicable tax rate as follows

2016D017 2015D016i

)/expense not deductibie for tax purposes
ginating temporary differences

23
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NOTES

47 Deferred

Deferred
The

Balance
Charge

At end

lr,

ANNUAL REPORT AND FINANCIAL STATEMENTS

THE FINANCIAL STATEMENTS (Continued)

ax Liability

ncorre tax is calculated using the income tax rate of 30% (2016117 -30%)

ent on the deferred income tax accout'lt is as follows:-

2016120L7 20lsl20l6

Kshs.'000 IGhs.'000

the beginning of the yeal'

credited ) to Profit or Loss

year

.., 126,1'70

t08,1t8
(206,',l59)
332,929

234 288 126 170
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I NOTDS TO

48 Notes to the

) Reconcili

Operating
Deprcciation
Arnortization
Write back on
Gaiu /(Loss)
Nct Exchangc (gain) on Forex
htercst

Material
AUC

Provisions
,(loss)

Operating

FINT\N CL\L 'I'Er\,lENTS (Contin ucrl;

lcment of Cashfl

operating (loss) to cash gencrated from /(used in) operations

t&\

of property, and equipnrent

0n

20L6/20t7
Kshs,'000

20,5n016
Kshs.'000

2,59E,284
903,824

(t 55,028)
(638,945)

2,917
238,800
(98,809)

1?0
r,r93,387

5,5 12,07 I
2,678,3 8 I
(s90,222)

63,8s8
(2,62s)

1362,238)
( I s5,661 )
248,473

10,291
1,007,042

(ln
,in invcntorics
dn trade and other

,- . Cash generated

[;.' Analysis of cha in lonns

-= Balance at begin of the 1,ear
Receip ts during Jear

r Refund ol" urrrrtil ;WB loan anrount
Repaynlents cfutri )'ear
Ealance at end ,rear

)-h.nalysis ofcash
Balances held in

cash equivalents

Fund
I(.AA
A,irstrip Fund

I 
-,3alance 

at end of

-KAA
- Airstrip Fund

!'car

before rvor capital changes

accruals

Accounts

les
(71,0s0)

( 1,56s,895)
359, I 89
224,8 I I

( 1,004)
93,921

309,t 08
( r 26,1 70)

in)

t0,274.230

2.i2 1,65 I

s23,210
966,r81

3,522,40?
249,854

4,228,678

9,547,'104
1.270,357

(33,647)

2,0c7,239
97,877

688,387
2.231,467

696,450
1,3s7,449

3
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TES TO FINAN STA (Continu

( 49 Commitments

5

20r612011

Kshs.'000

2015t2016

Kshs.'000

}$ a) Contracted but not provided for irr the financial
statements

b) Commitrnents approved and authorised but not

contracted for at the close ofthe year.

906 849 23 '727

269.446 1',73,687

c) Letter of credit issued 82 903

p Contingent Liabilities

i) World Duly Free case arbitlation Awarcl u,as approxirnately (US$ 49,000,000) Kshs 4 billion,

Whereas the Ar.rtholity lras appealecl against the arbitral award, there is positive irrdication of

resolviug the matter. amicably therefore in the tranagement's opittion, tro provisiott is reqtriled in

the financial statemelrts as the liabiliq'\'ill lrot crystallise'

ii) Arthur Ornollo & 2 others vs AG & 2 othels. A sLrit by the plaintiffs clainting or,vnership of

property LRNo.13512 in the name of Mulolongo Brothers Associatiort at I(shs 
,I,357,550,000'

iii) H.C Misc. App. No. 86 of 2008. RepLrblic vs M.D,l(ertya Airporls Atrtholity, Exparle;Patrick

T. Ka,yLrira HCCC No. 268 of 2012 I(e11,3 Coninrercial Banl<-vs- Patrick Thoithi, l(AA (As 3rd

parly). T5e plaintiff is seeking compensation fi'om KAA for loss aud damages sustainecl iu the sttll

of Kshs. 992,336,004.00 plus general damages of I(slis.10 million and costs.

iv) Calot Holclings Ltcl vs I(AA I(CAA AG of l(shs 504,335,500. A suit by the clairl1ant seel<ing

arr injupctiol to restlain l(AA fi'ont acquisition of LRNo.24092 alorlg Mombasa Rd.

r,) Baseline Architects Ltd & 3 others vs I(AA. Proceeclings ematratittg fi'om arbitralau'ard by

F.i(ailu vs I(AA of l(shs.404,8'10,293.

vi) eLreensqlray \/s I(AA for a claim seeking conipensation fot'otttstattdirlg fees & wrotigful

tenl1 ination of contract totalling US$ 3,3 3 7,708.64 ( I(shs.3 5 1 .3 1 9,5 i 2).

vii) I(shs 290,000,000 r'elates to legal suits involving KAA vs Diplomatic Duty Free Ltd/World

Duty Free. I1the opinion of nranagemeut, no provision is required itr the financial statements as

the liabiliS, rryill not c111516111."

viii) Ectward Mwanilii Njau & others vs National Lands Courmission & KAA. The plaintiffs are

seekiug cornpensation for compulsorl, asquisition of theil parcels of land in Embr-r atI(shs

112,018,940.
ix)HCCC No. 53 0 of 20.I I Kensetsu l(aihatsu Ltcl v KAA. The Plaintiff s clairn is for the suur of

I(shs. 87,379,514.00 as claurages against tlre Authority for tlie unlar,vfttl trse of its designs iri the

construtctiotr of the Isiolo Airporl.

x) HCCC r,\o 379 of 2009 David Marona Singale v I(enya Airports Arrthoriq' lnstructed on 29 JLrly

200gClaimbyfor.meremployeefordanragesassesseditrsumofi(shs 62,901,060foralleged

illegal artd unfair dismissal.
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NOTES TO THE FINANCIAL STAI'EMENTS (Continued)

xi) The Ministry of Tourisrn has lodged a claim of Kshs.2,135,151,597 citingthe intension to create a Special

Tourism Promotion Funcl (STPF) to be funded through a share of Airport Passetrger Service Charge (APSC). ln the

absence of a legislative framework for this fund, the Authority has accounted for the amount claimed by the Ministry

of Tourism as part of its aeronautical revenue in accordance with the APSC Act.

xii) Greenfield Tenninal: The contract between the Authority and the Contractor (ACEG-CATIC Joint Venture)

was invalidated on account of inconsistencies in the conh'act ancl tender documents. The contract between the

Authority and the Consultant ( Louise Berger LBG incorporating Runji & Partners) was tetminated for

convelience. The Authoriflras engaged experts to advise on a sfl'ategy aimed at minirnising it's exposure on the

project.

xiii) Claim of Kshs. 538,156,681, being extra works carried out by the contractor, CATIC.

f I Revaluation Reser-ves

The revaluation reserve relates to the revaluation of ceftain items of property, plant and equipment. As irrdicated in

the Statement of Changes in Equity, this is stated after transfer of excess depreciation net of related defen'ed tax to

retained earnings. Revaluation surpluses are not distributable' 
...i

52 Currency
The financial statements are presented in Kenya Shillings Thousands'

53 Staff levels

ffr" number of persons employed by the Authority at the year end was 2,021 (2015116:2,087).

54 Biological Assets

The Biological assets cornprise of trees that were planted at Eldoret International Airporl in the year 2006. All the

costs incuri'ed to date have been fi'eatecl as expenses in determining the profit in each year they were incured. The

total proceeds fi'orn the sale of these trees rninus the incidental costs shall be recognized as income in the year of
sale. The assets were valuecl at fair value by lnteglated Forestty CorrsLrltancy artd Managernent Services as per IAS

41 at I(shs 443M.

q?

il;

75



I

ii

I
I

I
l

ANNUAL REPORT AND FINANCIAL S'I'A IbIVIE'N I }

TOT E FINANCI AL STATEMENTS (Continued)

lated
actions

Disclosures
the AuthorttY and its related pafiies are as stated below

2Ar6l20 l1
Kshs.'000

a) Directo Emoluments 960

31,28'l
Other Emol 37 7

b) KeY nagement ComPensations

201512016

Kshs''000

960

27,r53
23.113

128,166 12'1,546

29 142 23 438Salary
Oflrer B

c) National
Grants
AFD
World Ban Glant

d) Min
Grants d

Airstrip Fu

e) Kenya
Arnount
Amount

to

157,309 150,984

ent
ed through the Governmeut

21,651
21,6.491

806,908
t17.7412,

238,141 2,9 24,649

of TransPort ancl Infrastructure
r'*.lifrtoiigh the Ministry of Transpofi and Infi'astrttcture

983.259 702,4521,

Aviation AuthoritY
I(CAA

as at 3Oth June 2017

1,230,5'75 183,'175

9'71 69s 513

997 781
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ANNUAL REPORT AND FiNANCIAL STATEMENTS

Adcliti Infolmation tinued)

Five yea nancial and I Records

Landing

Revenue

Parking

Airbri

Other cal Revenue

Rentals

Other aeronautical

Service
Total

Financi

Total

Fi nanc i

Staff

Other

Deprec

Other

Total

Pro{it

Profit

2012.113

IGhs.'000

2,7 54,3t I

)a) 1)l

570,406

937,6 1 6

3 69,898

84,95 5

2.545,440

r,399.68 r

329,8 r r

740.248

J r56

291

201312014

Kshs.'000

2,523.550

l 9,369

4,803

567,04 r

r .408.9 r 0

287,496

'75.2'10

3,097,080

1,4 I 0,282

44 1.0-s7

804,053

03

2014t2015

Kshs.'000

2,7 5t,477

r 20,308

t4.226

584,323

1,725,616

77,434

r 60,000

3,'t8'7,544

2,7IL,062

74 t.551

804,530

t'73

201512016

IGhs.'000

3,03 r,646

I 47.853

1 5,81 7

72r.835

1,770,900

98, l 07

3? 1,33 0

4,350.47'!

3.436. 1 03

r ,0 t 2,320

903,824

150 7 91

2016120t7

IGhs.'000

3.273.616

r89.r63

I 2.91 9

758.833

\.999.786

97.4 r 1

755.8 I 7

.1. 7 
jt5.806

2.785.2 r0

68'7.167

2.678.38 r

77

t1 1

74't l1 30 ..' 729

I 78,934 't 3,t'7 |

22

53 636 1 r88

38r2r8 332,200

719 r3 56'? 298

780.3 ?3.52

5 17.8994

on Experrses

2 4)

71

3,404,343 t,304.289 4.661,066 2,598,284 5.51 2,0? r

93 I8 olaotL 233

165 492 1 181

evcn ue 8,35

ue

n istrati ve

Vlainteinance

and

fht Tax

lcr Tax
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l

l
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r
I

A(lditionnl

Fivc l'cnr Fi

ASSETS &

Propcrty,

lntorgiblc

Currcnt

[trvcnlorlcs

Trnde aud

Rcscwt

Cash and

Airstlips

EQr,)tTY

Cnpitrl

Non- Cu

Airst[ip

Long

Tradc

Curcnl

2012/2013

KSI.tS'000

20Bi20 r,l

KSHS'OO()

20r.r/201 5

I(SHS'OOO

20 l s/2016

KSHS'000

20r617011

KSHS'OOO

50.?7:1. I 93

8?0.t81

I

I

23,39?395

2,309

30,?12,308.

4,33 t

93,259

6,699.212

1,0?2.6i6

r.785,61 9

1.596,956

44,1 04,4 1 9

i4,099

7

75,94 I

9. l 32,395

I,430,347

3,243,084

2,965,794

5 I,75?.045

782-058

.,t '16.944

9.03S,475

2,00?,239

3,686,793

t,778,085

l{?.q94

I 0.604.369

t.ll I .65 I

t{,2?4.1e4

t.-166.9(r8

82,965

t.9 1 5,1 40

?33,864

3,175,090

1,69 r ,564

I

I

7,824,087

9S3,739

1,691,564

3,944,606

r,855.i8S

r 04,900

9,089,453

988,739

l,596,956

5,i43,200

2,74 1.509

I 04,900

r ?.866,0s0

98S.?39

2,965,?94

r 0, r 69.556

3.758,442

I 73,503

I 7.i3S.1 55

988.739

1.778,085

I 0,?38,34?

5,235.349

510,1 84

17.909.-r3l

98S.1.19

1..166.908

9.823.613

5.sqd.538

8:5.785

7

(Contiruc(l)

Pcrforntnncc

rhd EqrriPntent

Rrccivables

Equivalents

Cgslt Balancc

LTABILITIES

Iltlcrrcs

tiibilitics

o[ Long Tcnr

ties

Payablcs

78
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r I(ENYA A]R.PORIS AUTHOR]TY
ANNUAL REPOR]'S AND FINANCIAL STATEMENTS
FOR THE F]NANCIAL YEAR ENDED 3OTH JLINE 20I7

/
Additio4al Information (Continued)

t,

PoI

Five year Operational Statistics

83.750

Ailport/Airstrip 2072/20t3 2013t2074 2014t20t5 2015/20t6 20r6t20L7
Jonlo Kenyafta hit. Airr:ort 90.993 95. I 85 99.'t16 105,353 r08,2,11

Moi Int. Airport ?3.316 24.050 21,0 r 8 21.201 2i.626
Eldoret Int. Ain:ort s.1 56 5 755 6.624 8.993 9.2.13

\\/ilson Airport q) s1) 94.968 88.320 91.888 97.286
KisurnLr lnt. Airport 5.851 5,903 6,485 7,65 8 7.698

Malindi Airport 12.120 13.645 11,564 12.212 t4.7?.2
Lokichoeeio Airport 3,610 3.4r9 2.120 1 111

Waiir Airport 12,098 12.944 li q?g 14,'160 i 4,983
Manda Ailstlip 3.804 3.165 i ))) 1 551 4.13?

Ul<unda Ailstrip 7,870 9,034 8,096 9.900 11 .7 t'l
Lodrvar Airstrip 3_673
Other Airstrips s,050 6.34'7

Total 257,930 268,668 261,694 283.31I 301.268

Aipport/A irstrip 2013t2014 2014t2015 2014t201s 20tst20r6 20t6t20t'7
Jonto Ken),afta lnt. Airport 6,t29.225 6,066,134 6,428,599 6,76 8.2 5 5 1,t63.104

Moi Irrt. Airport 1,290,436 1.358.530 1.2.96.424 r,2i9,533 t.i87.85i
Eldolet Int. Airl:orr r r3.068 140,051 n6,061 2t2,1'18 133.117

Wilson Ailport i 04,847 339 ,1 14 316,15_s 368.029 4_54.68:
KisrrnrLr Int. Airpolt )7t) ))) i0r,606 371.3 I 8 364.329 i 76,904

N4alindiAirtrort 90,054 96.5 89 10r,303 r43,868 r58.0 il
Lokicho.q.gio A irpor-t r 1.993 7,3 98 5,585 5,768 ,+.8 8 8

Waiir Ailpolt 82,542 83,681 il 7.1 83 r 16.102
Manda Airstrip 4t,258 48.4 8 5

t01 215

31.236 6t ,7 63 84.762
Ukuncla Airstrip 56,686 59,33 5 55,201 ) 14,791 [8.44I
Lodrvar Airstrip
Other Airstlips 68,482 i0.919

Total 8,390,331 8.s01.523 8,889, I 69 9.464.779 I 0,223.143

Airport/Airstrip 2013t2014 z014t20ts 2014t20t5 20rst20t6 2016/2017
Jorno l(enyatta lnt. Airport 2s 8.5 59.003 261,647,32t

4.203.49 |

244,1 03.590 235,346.507 2.i4.8 I i.3 80
Moi Int. Airlorr 4 ?qi q?q 4.049.681 4.052.s36 3.669.5i 0

Eldoret lnt. Airport 7,241,256 ,'9.613.609 |.495.062 11 .224.491 r2.129,038
Wilsorr Airpon 4,8 94.3 3 6 3,880.709 j,534,664 3,395,829 ),796.410

Malindi Airporr r 1.260 4r3
Lol<ichoesio Airport 864,854 1.071.900 r.131.509 2s2.966 60,824

Total 275.853.028 280,477,030 264,314.506 254,263,59s 253,469,6s5
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.,\dditionnI Ilfor.lnItion (Contilrrcd)

Dctaile(l rnllvsis of the ctsll at)(l c,lsh ceuivalcnts

KT
RESDR\/li r\CCOtiNTS

c Barrli i\ccorrnt Nrrrnbcr C tr rrc rr cv 2016/2017 2015/2016
I(shs Kshs

BARCLAYS BANK PARIS-.II(IA PRO.IECT 05 00000340 USD r,335,190,855.93 1.2 15,248,444.00
BARCI-A]'S BANK KENYA 2021464'15 I LISD 443,579.715.79 446,599.281 95
BARCLAYS BANI( PARIS-VJIA PRO.IECT 05 00000i42 USD 442,88I ,109.63 345.390,t 88.55
TOTAL 2,22I,65I,68I.35 2,0 0 ?,2J 7,92 0.50

'tREr\SLTRY BILLS

N:rnre of Brnk and tenol of d osit Crrlrorcv 2.0t6t201'7 2015/20r6
Ks hs Kshs

CENTRAL BANK OF KFNYA BillsTre I(ES r.4s9,390,i00 00 786.264 050 00

r\NNEX III
SI.IORT TERN,I DEPOSI TS

Nnmc of Brnk Tvpc arrd terror of dcposit Cttrrcrrcv 2076/2017 2015/2016
I(shs Kshs

ATIONAL BANI( OF I(ENYA CALL I( ES 5,5i5.39t 00 5.i97 ti3 48
FIF CON4PANY OF I(ENYA CALL I(ES 69.196.253.2.9 16.930,325 S r

HF COI\4PANY OF I(ENYA VIORTCAGE ii ES 3i9.'743.?6i 61 109,i40.0t6 3s
BANI( OF AFRICP. LTD Frxeci De rt LIS D
CON4IVIERCIAL BANI( OF AFT{ICA Fircd USD 1.2 I t,542,10i.05 2 r 0.733.100 S0
NIC BANI( Fixed os rt USD r ,024,664,28S 17 637 594 461 75
NATIONAL BANK OF I(I:NYA Fircd Deposrt USD 330.976.236 82 566.875,975 I 5
AVIILY BANK Fixecl Dcposir USD t44,04 3.29 2r3,645 4r9 I6

FATU]LY BANI( l:ixcd Deposit I(ES r0l I00.00000
NATIONAL BANIi OF RENYA Fixcd Deposit I( ES 249 864 321 63 4 r 9,009,994 S4
I{ENYA COJ\4N4ERCIA L BA N I( Fixed Deposir I( ES 177,4i9.5,19 90.TOTA L 3.i12,2 ,10,91 6.16 2,927,916.778.33

EX I\/
CI\SI{ r\T I{r\ND AND Br\N K

Namc ol thc Banl< Ba rr k r\ccou rrt Ntrnr ber. Crrrrcnc1, 2016/2011 20't5/2016
l(s hs I(shs

BARCLAl'S BAN]i I(ENYA 202298S0S8 KES r 00,797,05 t 06 )91 ,167.236.24BARCLAYS BANI( KENYA 2021164654 I-JSD 818,24?,320 29 23 r,377,1 t3 25
NATIONAL BANK OF KENYA 0 l 0030s8234200 I(ES 48,1 15.550 63 9,93 1, r 75 32NATIONAL BANK OF KENYA 02003053234700 USD 35,3 r 7.089 36 i 1,1 55,039 t 4
KENYA COMMERCIAL BANI( r r 0834852 l I(ES ?4.t6?.162 46 19,55 t,-i97 74
I(ENYA CON4MERCIAL BANK r l 28430160 USD 559.903 r 7 ? s i, 0?c) o?
CITIBANI( 3 0009000 I KES 75,60 1.415 93 40.425,9 18 24
CITIBANI( i 000900 I 2 USD r06,647.453 79 230,260,358 58
STANDARD CHARTERD BANIi r 08098894300 KES rr,l 19,r46i5
STANDARD CI.IARTERD BANK 0r 04093394801 Ii ES r 60,040 706.3C 170 37S,2it 45
BARCLAYS BANI( I{ENYA 20297'1 1054 USD 2.933.i92,0 t4 I 1 9 700,92?.91
BARCLAYS BENX TENYA 2029'171t12 USD
BARCLAYS BANK I{ENYA 20?9',77|tt4 I( ES
NIC BANI( 1 000 l 206024 I(ES 64.902,44i S? 35,i 17,372.05
EQUITY BANK r 48026234 I 39 I IiES 20.830.46 t.79 222.460.249.94
EQUITY BANK I 48026231 I 788 USD 49,498,051 62 251.1,i9,921.26
FAMILY BANK 068000003233 i(Es i q6? 7,) 2231A.013 41
FAN4ILY BANI( 06s000 I 2233 KES
CASH IN D IiFS r 08,33 7 69 r 45.670 00
CASH IN HAND USD 2,59 r.65 25.376.65
TOTAL 4,438,2s7,530.J8 I ,7 5 0,6 9 7,8 t 5.07
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I(ENYA AiRPORTS AUTHOzuTY
ANNUAL REPORTS AND FINANCIAL STATEN,{ENTS

FoR THE yEAR ENDED 30ru JtaIE 2or7
nal nnformation (Continued)

PROFIT AFTIR IAX KSHS IN BILLIONS
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RTSERVtrS K$[.{S IN EXL[.IONS
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KENYA AIRPORTS AUTH

AL REPORTS AND FINANCIAL S TEMENTS

Addition

FOR TI-IE YEAR ENDED iOTH ItY 2OI7

n (continued)

EXPENDITURE KSHS IN BILLIONS

!{ CAPEX

2.7

5.8

URR

BILLIONS

il Total l{on-Current assets r., Total Current assets
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IGNIYA AIRPORTS AUTHORITY
ANNUAL REPORTS AND F'INANCIAL STATEMENTS

FoR TFm YEAR ENDED 3o'n JLhIE 2ot7
itional Information (Con tinued)

TVTAJORSOURCES OF REVENUE KSI.IS $N BILLIONS
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Additionpl

KENIYA AIRPORTS AUTHOzuTY
AN}IUAL REPORTS AND FINANCIAL STATEMENTS

FOR TI{E YEAR ENDED 'OTF] JLAIE 2OI7
Informatipn (Continued)

NUMBER OF DOMESTIC PASSENGTRS IN

MILLIONS

I Arrivals s Departures
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r I(ENIYA AIRPORTS AUTHOzuTY
ANNUAL REPORTS AND FINANCIAL STATEI\4ENTS

FoR TFIE YEAR ENDED 3o''' JLTNIE 2ot:-

dition lnformatidn (Contin ued)

D0TvTESTIC ATRCRAFT MOVEMENT tN
THOUSANDS

c Landings $ Take-offs

90.9 96.1 96
86.2 85.7

2P12h3 7aB/74 2074/ts 2A7sl16 2076/17

I NTE RNATIO NAL AI RCRAFT T*C\{E R/I E NT IN
THOUSANDS

l-:: Landings Take.offs
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44. 44.5

2/13 2073/11 2at4lLs 20ts/16 2076177
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I(ENYA AIRPORTS AUTHORITY
ANNUAL REPORTS AND FINANCIAL STATEMENTS

F'OR TFiE YEAR ENDED 3OTFI JLJ-NE 2OT]
Additionql Information (Continued)

OUR AIRPORTS

JOMO KENYATTA INTERNATIONAL AIRPORT
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KEI{YA AIRPORTS AUTHORITY
ANNUAL REPORTS AND F'INANCIAL STATEMENTS

FoR TF{E YEAR ENDED 30tu, JLTNIE 2017

al Information (Contin ued)

ERNATIONAL AIRPORT
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I(ENIYA AIRPORTS AIJTHORITY
ANNUAL REPORTS AND FINANCIAL STATEMENTS

FoR TI-IE yEAR ENDED 30" JLTNIE 2or7
Additional Xnformation (Continued)

ELDORET INTERNATIONAL AIRPORT
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KEN|YA AIRPORTS AUTHORITY
ANNUAL REPORTS AND F'NANCIAL STATEMENTS

lFoR TFIE YEAR ENDED "OrH JLTA|E 2ol1
itional {nformation (Continued)

/ILSON AIRPORT
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I(EIVYA AIRPORTS AUTHORITY
ANNUAL REPORTS AND F'INANCIAL STATEMENTS

FoR THE YEAR ENDED 3o''' JUNE 2ot7
Additional fnformation (Continued)

KISUMU INTERNATIONAL AIRP ORT
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ANN\II]AL
KEhJYA AIRPORTS AUTHOzuTY
REPORTS A]VD FINANICIAL S ATEMEN

FOR TFIE YEAR ENDED 3t)TH JLTNTE 20I1
TS

itional Information (Continued)

LINDI INTERNATIONAL AIRPOR'I-
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] KENYA AIRPORTS AUTHOzuTY
ANhIUAL REPORTS-A].ID FINANCIAL STATEMENTS

FoR THE-YEAR ENDED 3orri JT]NIE 2017
Additional ltrnformationl (Con tinued)

LOKICHOGGIO AIRPORT
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I(ENYA AIRPORTS AI]THOzuTY
ANI{UAL REPORTS AND F'INANCIAL STA TEMENTS

F'oR THE YEAR ENDED 30r,JLINE, 2017

ditiona I Inforrnation (Continued)

r+fra AIRPORT
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IGNYA AIRPORTS AUTF{ORJTYANNUAL REPORTS A}.ID FIn-\IANCIAL STATEMENTS
Additional nnfo l'ulation (Continued)

UKUNDA AIRPORT

FOR TI-IE YEAR ENDED 3OTIT JU{E 2017
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