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Vision, Mission and Mandate

Vision
To be the preferred provider of rail transport services

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

Our Mandate

1. Provide skills and technology for the railway sector

2. Provide efficient and effective railway services

3. Leverage our assets to grow business

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

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

1.2 Principal activities
The Corporation's principal activity is o provide a co-ordinated and integrated system within Kenya
of:-
i.  rail & inland waterways transport scrvices
. port facilitics in relation to inland waterways transport services
. Auxiliary road services in connection therewith.,

1.3 Concession

After many ycars of loss making, the Government decided to concession freight and passcnger rail
services. Subsequently the KRC ACT was amended to allow provision of rail scrvices through
concession. In November 20006, the Government and Kenya Railways signed a concession agreement
with Rift Valley Railways 1.td for {reight and passenger scrvices.

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

(1) Gen.(Rtd.) Jeremiah M. Kianga l:GI1,CBS  Chairman

(11) Mr. Atanas K. Maina Managing Director

(11)  Dr. Henry Rotich CS - Treasury (Alt. Esther Koimett, CBS, I:BS)
(iv)  Mr. Irungu Nyakera PS- MOTIHIUD (Alt. Mr.Duncan Hunda)

(v) Mr.Gichirt Ndua Managing Dircctor - KPA up to 9th Ieb 2016
(vi)  Ms Catherine Mturi Wairi Ag. Managing Director - KPA wel 9th Feb 2016
(vit)  Mr. Lirick N. Kochellah Director up to 14" October 2015

(viii)  Mr. Ahmed Ilaji Issa Director up to 14" October 2015

(ix)  Dr. Macharia Irungu Director up to 2™ October 2015

(x) Mrs. Hellen Wamuiga Karu Director

(xi)  Mr. John Kimanthi Maingi Director

(xi1)  Mr. Joseph Cheruiyot Director

(xiii)  Amb. Dr. John M. Mutiso Dircctor with cffect from 2" October 2015
(xiv)  Mr. Herman N. Gaitho Director with cffect from 15" October 2015
(xv)  Mus. Julictte J. Kipkorir Director with cffect from 15" October 2015
(xvi) Ms llcllen Mungania Corporation Sccretary

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

Off Haile Scllasic Avenuce

P.O Box 30121-00100
NAIROBI
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CORPORATE INFORMATION (CONTINUED)
[.6 Corporate Headquarters

Kenya Railways HeadQuarters
Haile Sellasie Avenue

P.O Box 30121-00100
NAIROBI

1.7 Corporate Contacts

Telephone: +254 (0) 709907000

Mobile Nos: 0708572574, 0728603581, 0728603582,
[-mail: info@kre.co.ke

Website: www .kre.co ke

1.8 Corporate Bankers

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

. Citi Bank N.A
Upper Hill Branch
P.O Box 30711, 00100
NAIROBI

. Equity Bank

Moi Avenue Branch
P.O Box 75104, 00200
NAIROBI

1.9 Independent auditor

Auditor General

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

110 Principal Leeal Advisors
I

[ Behan Okeio Adyocates
P.O. Box 1234 10100
KISyl
Mukite  Musangr - & Co.

Y Advocales
P.O. Box 149-20100
NAKURU
Mutonyi  Mbivu &  Co.

3 Advocates
P.O. Box 14219
NAKURU

4 Oraro & Co. Advocaltes
P.O. Box 51236-00200
NAIROBI]

3 Mwaniki Gachoka & Co Advocales
P.O. Box 13439 00800
NAITRORBI
[namdar & [namdat

6 Advocales
P.O. Box 43891-00100
NAIROBI

7 Kalya & Co Advocates
.0 Box 235
IFLDORIEE

9

2

Professor Fumumba Mumma & Co
Advocates

PO Box 10676.00100

MATROR]
Musinga Munyithyva & Co
Advocates

0. Box 84367-80100
MOMBASA

I'om Muter Advocates
P.O Box 7289-30100

FLDORET

Ndegwa — Muthama & Katisya
Advocates

P.OBOX 87171 - 80100
MOMBASA

Ochieng, Onyango Kibet & Ohanga
Advocates

PO Box43170-00100

NAIROBI

Miller & Co. Advocates
PO Box 45707 00100
NAITROBI !

-
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2.0 THE BOARD OF DIRECTORS

Gen.(Rtd.) Jeremiah M. Kianga, LGH,CBS, nde’(K) ‘egse’(USA)

Chairman

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

Prior (o his appointment as Chairman of the Board of Directors of the Kenya Railways
Corporation in 2011, Gen. (Rtd) Jeremiah M. [Kianga was the immediate former Chief
ol the Defence FForces in the Kenya defence Forees. He has 42 years experience in
military training, lcadership and command

Mr. Atanas K. Maina
Managing Dircctor
Mr Atanas K. Maina ( born on 4" August 1960), holds a Bachelors Degree in Law
(rom the University of Nairobi, Postgraduate Diploma in Law from the Kenya School
of Law. He is a Certified Public Secretary (CPS) and an Associate Member of the
Chartered Institute of Arbitrators.

Prior to his appointment ,he was the Group Company Secretary and the Head of Group
Legal Services at UAP Holdings from 1% April 2011 to 31% December2012. Under this
capacity, he was involved in the provision of in house legal counsel and company
secretarial services.

My Irungu Nyakera
PS- Transport services
Mr Nyakera was born on 13" May 1982. he holds a Bachelor of Science, Management
Science and Engincering (Financial Analysis and Decision Fngineering) from the
Stanford University, CA, USA and a Post Graduate Program- Coursework in Computer
Science, Physics and I'rench-Graduated Cum-1aude

Prior to his appointment, he was the Managing Director of Fquity lvestment Bank,
Subsidiary of Fquity Group Holdings, . He also worked as a Regional Director, East
and Southern Africa, Managing Director NIC Capital Limited having previously  been
a Senior Associate, Deputy General Manager, General Manager at the same firm). He
also worked with Citigroup Global Markets, as a Financial Analyst, Emerging Markets

Investment Banking Tcam, London, UK and a Summer Analyst, New York, NY

Mr. Henry Rotich

Cabinet Secretary, National Treasury

Mr. Henry Rotich (47 years) is the Cabinet Secretary for the National Treasury. He
holds a Master’s Degree in Iiconomics and a Bachelor’s Degree in Fconomics (Iirst
Class IHonours), both from University of Nairobi. He also holds a Master’s Degree in
Public Administration (MPA) from Harvard University.

Prior to this appointment. Mr. Rotich was the head of Macroceonomics at the Treasury,

(formulation of macrocconomic policies that ensured an affordable and sustainable path
fol public spending aimed at achieving the Government's development prioritics. He
also worked at the Rescarch Department of the Central Bank of Kenya since 1994,
Between 2001 and 2004, he was attached (o the International Monelary Fund (IMIY)
local office in Nairobi to work as an economist.
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. ! R//}r.(,‘ichiri Ndua
'\ [\ anaging Director up to 9th February 2016
¥
L Mr Gichiri Ndua (born on 26" August 1950) holds a Masters degree in Feonomics
| i

from the University of Nairobi. e is the current President of the  International
Association of Ports and Harbours (IAPIY and is the first Alvican CEO (o hold (his
post. e is also a member of the Institute of Economic A ffairs and Kenya Institute of
Management

Ms. Catherine Mturi Wairi
27 Ag. Managing Director with effeet from 9th February 2016

Ms Catherine Mturi Wairi was born in the 1970s holds a Bachelor of Science

Ql lonours) in Finance and Accounting from United States University, Nairobi and a
l/IZ'lSlCl' of Business Administration from the same institution. She is a certificd Public
Accountant of Kenya - CPA (K) and certified Public Sccretary of Kenya — CPS(K). In
addition to this, she is also a certified SAP Consultant, Finance. She has worked at
“IKPA for the fast 23 years, having joined as a junior accountant I 1993.She previously
«,.]\.\f(n'l\'c(l as Manager for IFinance as well as manager for IFinancial Accounting and
Manager for Management Accounting.

Mr. Erick N. Konchellah Bivector up to 14" October 2015

‘\)/[r Erick N. Konchellah was Born on 1 January 1950. [1c's a CPA | & ACNC 1 & 11

tior to appointment as a member of the Kenya Railways Board of Dircctors, Mr.
Konchellah worked for the Kenya Dairy Board for a period of 26 years between 1976
and 2002 as an Accountant [, Administrative Assistant and Accounts Clerk 1.
Previously he worked as a Clerical officer in the salary scction and the accounts
department of the Ministry of Works

O
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M. /\I)nwlﬁc(l'}'hlj i Issa Director up to 14™ October 2015

Mr Ahmed Haji Issa ( Born on 20" October 1956) holds a Diploma in Business
Administeation from the Kenya Institute of Management

MroAhmed Issa is a businessman and business advisor by profession with experience
in the Financial and Investments industry
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' ﬁ_ l)l‘. Mz&%hﬁri;\ h"ln'igu ])i‘rcét()r ui) to 2nd '()clr(r)']"_)“m' 2015

Dr Macharia Irungu is a Doctor of Philosophy (Strategic Management) - University of
: - Nairobi. Holds a Masters in Business Administration (Marketing) from NU (USA) and
{‘ yﬁa Bachelor of Science (Chemistry) - University of Nairobi
! 7 He is also a member of the American Chamber of Commerce

Dr. Macharia [rungu has 18 ycars experience in different Senior Management roles in
Jhe oil industry in Kenya and Afvica as well as 3 years experience in chemical and X-
I, ray analysis as a senior Industrial Chemist. He is also a University lecturer in Strategic
‘{ - Management, Rescarch Methods and 1eadership

[ Mr. John Kimanthi Maingi
Appointed on 17th April 2015

Mr John Kimanthi Maingi was born on 15" May 1962, He has a CPA Ifrom
: Strathmore University

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

Mr. Joseph Cheruiyot
Appointed on 17th April 2015

Mr Joseph Cheruiyot was born on 215 April 1948. He holds a P1 Cetificate from the

Kisii Teachers College

e was the Education Officer Kuresoi Division between 1996 and 2003, the

Divisional Inspector of School — Keringet Division between 199 and 1996, the
- Assistant primary school inspector - Molo South Zone between 1989 and 1994 and had
rarious leaching positions between 1974 and 1989.

.
Mrs. Hellen Wamuiga Karu
Appointed on 17th April 2015
Mrs Hellen Wamuiga Karu was born on 22™ October 1968. she holdsa Post Graduate
Diploma in Project Planning and Management — University of Nairobi and a Bachelor
ol Arts in Building Fconomics - University of Nairobi. She is a Graduate Member of

the Institute of Quantity Surveyors of Kenya (1QSK)

Mrs. Hellen Wamuiga has 20 years experience in successful event and project

planning, development and management. expertise in managing construction and

‘project  maintenance, events  organization, contract ncgotiations  and  budget
management. She is currently the Iistales Manager at the Jomo Kenyatta University of
Agriculture and Technology (JKUA'T)

0O
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Amb. Dr. John Mutinda Mutiso

Appointed on 2nd October 2015

Bori on 26" Jolin Mutiida Mutiso is a Doctor of” Philosophy i
Finance, JOOUST University. e holds an MBA (Finance) DR, BAMU University.
India,- BA (Statistics, icon, & Public Admin) (rom the Government College of Arts
Sciences,-Licentiate Certificate of the Institute ol Insurance,- Fellow Certilicate ¢
ACE (UIK).-Diploma in Journalism and Mass Communication. Horniman College,
Visitors Programme in US Financial Systems. e is a member of Public Relation
Society ol Kenya (PRSK).
Prior to his appointment, Amb. Dr. John Mutiso was the High Commissioner (o the
United Republic of Tanzania between 2009 and 2013, e was also the Member of
Parliament (M.P) for Kilome Constituency and Deputy Chief Whip between 2001 an

L.] QYA S] A s fa TN
Judly /Q0, Mo (i

12007 and the Assistant Manager Furniture Center between 1992 and 1994

Mus. Julict Jeptoo Kipkorir

Appointed on 15" October 2015

Born on 12" December 1977, Mrs Julicl leptoo holds an MBA Marketing and a
Bachelor of Commerce (Marketing) from the Kisii University. she has Higher Diplome
i Human Resource from the Rehema Institute and Diplomas in Public Relations anc
Food Sciences and Technology from the Kaimoi Technical Institute & Royal Institute
of Management Studies respectively. She is also a Trainer of Trainees UN Women

Mrs. Julictte Ieptoo was the Human Resource and Training Manager of Joyful Womai
Organization between 2010 and 2013

Mr. Herman Gaitho

Appointed on 15" October 2015

Born on 22" September 1962, Mr Gaitho holds a Post Graduate degree in Computer |
Science, -BSc (Hons) in Electrical and lectronics Ingineering from the University of
Nairobi

He has experience in the ficld of 1CT of 27 years in Banking and Finance and 3 years ’
experience as an [CT Consultant. His specialization is in the arcas of projec
management,  business  process  re-cngineering.  application development,  system |
mtegration, training and payment technologics

Ms Hellen Mungania

Born on 5th October 1972, Ms ellen Muneania  has been the Corporation Sceretary
stnce May 2013.She holds a Bachelor of Law degree from the University ol Nairobi |
and a Post Graduate Diploma in Law lrom the Kenya School of Law and a Diploma it
Human Resource Management - Kenya Institute ol Management .She is a member of
Commonwealth Lawyers Association Kenya, Law Socicty and 1CPSK |
(She has experience in the field of litioation. insurance law and company secretarial
ipractice and previously worked as the Tegal Officer in the Kenya Literature Burcau
ibetween 2004 and 2009 before being promoted 1o the Legal Services Manager. She has
also served as a Legal Officer in Gateway Insurance Company lor 2 years, State
Counsel 11 in the Attorney General's Chambers between 2000 and 2001and worked as
an advocate at Gitobu Imanyara & Company Advocates |

!
|
|
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Corporation Secretary ?
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3.0 MANAGEMENT TiEAM

Mr. Atanas Kariuki Maina
Managing Dircetor

Mr. ALK Maina was appointed Managing Director on 3id February 2014
Qualifications:
Bachelor of Law degree and Post Graduate Diploma in Law

He is member of Commonwealth Lawycers Association and Kenya ILaw
Society

Ms Hellen Kiende Mungania
Corporation Secretary

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

She is a member of Commonwealth Lawyers Association Kenya, Law
Society and 1CPSK

| MsoMilly Kizii S
Principal RT1

Qualifications:

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

CPA Alfred Matheka
General Manager Finance

e & 001 Qualifications:
P MBA in strategic management and  Bachelor of Commerce  in

accounting, Certified Financial Modeller

He 1s Member ol TCPAK

Ifng. Maxwell Mengich
Cirojeci iagei — SGR

Qualifications:
Bsc Civil Engineering,

He is member ol ngineers Registration Board of Kenya
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fong Benedict Kimau

General Manager Conceession

Qualifications:
Bse Civil engineering

e is amember of ingineers Registration Board of Kenva

Mr. Thuranira Kinagwi
Gen. Manager — Business

Qualifrications:
BA(Land Economics); MBA; PGDip in Marketing Management; Dip in

Management [nformation Systems

He s a member of KIM, IMIS (UK)

Ms Josephine Masibo
HR & Admin Manager

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

She is aa member of [HRM
Mr. Remmy Koech
Risk & Audif Manager

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

Fles a member of [CPAK & ISACA

Ms Fuey Njoroge
Procurement Managcr

Qualthications:
MBA in Strategic Management, Graduate Diploma in Procurement &

Supply, Certilicate in Exceutive leadership, Certificale  in Project
[.cadership, Bachelor of Science in Mathematics.

Sheis a member of CIPS & KISM ‘
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Capt.(Rtd) Nicholas Mutunga ’
Sceurity Services Manager

Qualifications:

BSc in Military Science, Dip in Military Scicnce

Ms Ma lyi()yulx‘(i o 7
Corporate Affairs Manager

Qualifications:

Masters in Corporate. Communication, Bsc in Family & Consumer
studies

She is a member of Marketing Socicty of Kenya- MSK

Mr. Ibrahim Mwadime
ICT Manager

Qualifications:

Masters in Information Science, Dip in Information Studies

He is a Member of 1.IMIS
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4.0 CHAIRMAN’S STATEMENT

FORIEWORD
I have pleasure in presenting {hc annual report and financial statements for Kenya Railways
Corporation for the year ended 30" June 20106. Although 2015/16 remained a challenging year, I am

glad (o report that we remained H“]ll on track and focused on our strategic prioritics ol making rail
the preferred transport mode of choice for ficight and passengers.

BUSINESS ENVIRONMENT

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

Kenya’s development plans include significant lm|)|o\/(‘mcn{x (o roads, railways. scaports, airports,
waler and sanilation, as the country attemplts to increase its compelitiveness in the elobal market.

Road and rail connections with ncighbouring countrics are still limited. but Kenya could be an
mportant regional hub for air transport, rathways, and ports. In the last decade. we have learned a lot
as a corporation and we are investing for the future. With a solid commitment to our customers. the
cnvironment and the communities we serve, we are developing the Standard Gauge Railway (SGR)
o position Kenya Railways as a central pillar of the solution to our national and reglonal
ransportation challenges now and in the (oresceable future.

INDUSTRY TRENDS
The transportation industry in Kenya is larecly controlled by road trucks. transporting nearly 98% of
freight from the port of Mombasa. The metre sauge | ailway operations are lacing ch 1I|uww and ()nl\
managed (o haul 2% of the freight. Clearly this is 2 problem we have o salve and Konva Rail

mtends to dedicate considerable attention o it in tln, coming years.

FINANCIAL PERFORMANCI
The Corporation recorded a profit before tax of Ksh 574million (2014/15, Ksh. 1.058 million). The
improvement in the cconomy and prevailing market conditions are n\])utul o upscale this,
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CHAIRMAN’S STATEMENT (CONTINUED)
STRATEGIC FOCUS

These results reflect our strategic focus (o manage ratlway asscls and Services in the most efficient and
mnovative way to maximize performance. With the mp

ementation of our core strategic arcas, we
believe that we will increase productivily, enhance corporate governance, improve risk management
and mternal control systems, produce sustainable financial growth, receive high return on our
investment, increase corporation’s sharcholder value and enhance investor conflidence.

LOOKING AHEAD TO 2017

The progress on Phase 1 of the SGR project stood at 88% as at 30th June 2016 and we are determined
to complete it in readiness for the launch on 1st June 2017, In 2017 (he Corporation will be engaged
in preparation for the operationalization ol (SGR) phase 15 commencement of construction of Phase
2 of SGR; managing and finding a solution for the concession; implementation of the RT1 Master
plan and leasing out the KenRail Towers.

CORPORATE SOCIAL RESPONSIBILITY

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

DIVIDIEND

Our commitment to grow sharcholder value remains intact as evidenced by the strong full year
performance. The pre tax profit for the year stood at Kshs 574 million. However, we donot intend to
pay out dividends this year.

APPRIECIATION
I'take this opportunity to record my sincere gratitude (o the Government of Kenya.

I convey my appreciation to my colleagues on the Board for their invaluable contiibution and
dedication (o take the Corporation (o greater heiohts. | express my thankfulness to the valued
customers and investors for their sustained support to the corporation. I also assure you that “Team
Kenya Railways’ will measure up (o your expectations and strive (o perform even beyond.

I'commend the management and stalf for working, tirclessly (o achicve the level of business growth
that we witnessed during the year. | am confident that they shall sparc no effort to attainand surpass
the targets we have set for the new linancial year and according (o the 2012-2017 Strakegic Plan. In
conclusion T thank our stakcholders and business partners for supporting the Corporation in various
ways. We are confident that with your support Kenya Railways will continue (o play its rightful role
in the Country’s economic agenda.

TITANILS WAT
PUIAVININ T AU

= .
7

Gen. (RLd:.');jy(‘,lrc'lniah M. Kianga, GHL,CBS
CHAIRMAN
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PERFORMANCIE,

Kenya Railways is delighted o announce a successful year 2015/16. During the year. our corporate
strategies continued to drive growth for the benefit of our stakceholders. The Corporation has
continued (o achieve improved performance in all its arcas of operations. However, the profitability
dropped in the financial year 2015/16 due to a rise in expenses during the year

FINANCIAL RESULTS

The Corporation reported a pre (ax profit of Kshs 574 million during the financial year ended 30(h
June 2016 compared to Kshs 1,058 million during the financial year ended 30th June 2015
representing a 46% decrease in profitability.

2015/16 YEAR IN REVIEW

This year saw huge investment in our capital proeram, particularly on the Standard Gauge Ratlway
project. For us to grow as a business over the long term and achicve our vision ol making, rail the
preferred mode of transport in Kenya, we first and foremost need (o offer and deliver reliable and
competitive services and the required capacity available for arowth; but we also need to build a
strong rail brand, continue to make rail casicr to use and develop a banquet of supply chain solutions
with rail as dominant component.

The modernization of railway infrastructure through investing in new standard eauge ratlway and
commuter ratl m Nairobr is an attestation o our commitment to bringing more freight and passenoers
onto rail.

[T A R] £V A ERETEY A X
AALY U/fve Bt ANEy

As a Corporation we realize that our corporate objectives cannot be met without the support of
commitled, contented and loyal stall. We realise that it is important that our stafl’ completely
internalize what our corporate objectives arc. what we aim (o achicve and where we want (o be in the
future in every arca ol our operations. T'o this end. we continue 1o focus on the skills and capabilitics
ofourstall through performance management, succession planning and development programmes.
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MANAGING DIRECTOR’S STATEMENT- CONTINUED

CORPORATE SOCIAL RESPONSIBILITY

As Kenya Railways, we promote Good Corporate Citizenship. We make the promise that we will
remain conscious of the lives and livelihoods of the people in the communilies we operate in, and
will participate in projects that provide both emotional and financial support in demonstiation of our
commitment to social responsibility. We have an claborate corporate social responsibility policy
integral to our daily operations.

THE FUTURE,

The business environment is extremely dynamic, unpredictable and characterised by cut-throat
competition. Only entities [ortified by appropriate strategies will survive or thrive. Unprepared
businesses will surely be carnage on the wayside of “Business Avenue”. As a Corporation we believe
we have the strategy that will take Kenya Railways (o the next level of operational clliciency and
success within its operating business environment. To sustain our continued expansion and relevance
to this effect we have initiated capital investment programs geared to modernization of rail transport
to move more cargo and people in efficient and cost effective way. Over the long term, I am very
optimistic about the future of rail transportation in general and Kenya Railways in particular.

We will indeed seek to maintain our ISO Certification , this should continue to drive efficiencies and
act as a framework around which we will exccute international best practices.

CONCLUSION

In conclusion, 1 take this opportunity to sincerely express my appreciation to the Government of
Kenya for continued support and the Board of Dircctors for its wise counsel and guidance. 1 also
thank the Management team of Kenya Railways for their tireless effort towards our corporate
objectives. 1 greatly appreciate the continued support of our customers and stakeholders without
which we would not have achieved our objectives. We belicve that the strategies outlined above will
be fruitful and position us in line with our vision to: “To be the preferred provider of premium rail
transport services”

THANK YOU

¢
)\/ IAAN DA

Jay 7 NAsia-
L. IS IYrdinict

MANAGING DIRECTOR
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€0  STATEMENT OF CORPORATI COVERNANCE

The Board ol Dircctors of Kenya Railways Corporation is responsible for the vovernance ol the
Corporation and 1s accountable to the sharcholders and stakeholders in ensuring that the Corporation
complics with the laws and the highest standards of business cthics and corporale governance.
Accordingly the Board attaches very high importance 1o the generally accepted corporate governance
practices and has embraced the internationally developed principles and code of best practice ol good
corporate governance.

Board of Dircectors

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

The Board defines the Corporation’s strategies, objectives and values and ensures tha proceclures and
practices are set in place (o ensure cffective control over stratcoic, [inancial. operational and
compliance issucs. The directors bring a wealth of experience and knowledge to the Board's
deliberations. Except for direction and guidance on general policy, the Board delegates authority ol
its day-to-day business o the Management through the Managing Director. The Board nonetheless is
responsible for the stewardship of the Corporation and assumes responsibilities for the effective
control over the Corporation. The Corporation Sceretary attends all meetings of the Board and
advises the Board on all corporate governance matters as well as prevailing statutory requirements.
As the Corporation is a Stale Corporation, the [nspector General of State Corporations from time (o
time atlends mectings of the Board and Board Committees for oversight and advisory purposes in
accordance with the State Corporations Act.

Board Mectings

The Board holds meetings on a regular basis while special meetings are called when it is deemed
necessary to do so. The Board held 4 regular and 13 special meetings during the year under review.
The attendance per board member was as follows:-

BOARD MEMBER w SCHEDULED | SPECIAL | TOTAL
CGEN. (RTD) JEREMIAT M. KIANGA 4 12 16
MR, A K. MAINA - | 4 kR 17

MR HENRY ROTICH 4 N 15

MR. DUNCAN HUNDA ” 4 I s

MR. GICIHIRINDUA , l 5 NG

MR, ERICK KONCHELLAT , 1 7 8

MR. AHIMED HAJIISSA | 7 | 8

DR MACHARIA [IRUNGU ” 1 4 :
MRS, HELLEN WAMIIGA KARL p I

MR. JOHN KIMANTTI MAINGI ! 13 17

MR JOSEPH CHERUIYO'T : | 3 17/ |
AMB. DRJOHN MUTINDA | 3 g 9 12 |
MR HERMAN GATTHO | ; |7 10
MRS, JULIETTE JEPTOO 5 ; | 7 10

MR. PETER WAWERU | 4 |

MS HELLEN MUNGANIA | 4 E 17

)
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STATEMENT OF CORPORATE GOVERNANCE. (CONTINUED)

COMMITTEES OF THE BOARD
The Board has set up the following principal Committces which meel under well defined terms of

reference sct by the Board. This is intended (o (acilitate efficient decision making ol the Board in
discharging its dutics and responsibilitics.

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

[unction.
The membership of the Audit Commitice is comprised as follows:
i Mr. Kimanthi Maing,i Chairperson

t. Mr. Herman Gaitho

tii. Mr. Joseph Cheruiyot

iv.Principal Sceretary, Ministry of Transport and Infrastructure or Alternate
v.Cabinet Secretary, National Treasury or Alternate (By mvitation)
viInspector of State Corporations or Representative (By invitation)

The Committee held 3 regular and 4 special mecetings in the year under review. The allendance per
board member was as follows:-

 BOARD MEMBER SCHEDULED | SPECIAL | TOTAL
MR, A. K. MAINA 3 |4 |7 .
'MR. HENRY ROTICIH 7 7] 14 16

| MR. DUNCAN HUNDA 1 ] 3 |4
MR, AHMED HAJJ ISSA ] ! 12 13

MR, HERMAN GAITHO 2 2 4

MR, KIMANTHI MAINGI 3 14 |7
_MR.JOSEPH CHERUIYOT 3 I
MR, HERMAN GAITHO 2 12 4
MRS, HELLEN WAMUIGA - |2 F

MS HELLEN MUNGANIA , 2 |2

b) Finance & HR Committec

The Finance & TR Committee is tasked with review of financial performance of the corporation as
well as annual reports prior (o l)ubh(ah(m It also considers and recommends to the Board [or

,nnnn\/n atl the hinnan recerines e

S e
102, il PIdC CiTie TN

management staff.
The membership of the Iinance & Human Resources Committee is comprised as (ollows

(1) Mr. Joseph Cheruiyol Chairperson

(1) Amb. Dr. John Mutinda

(1) Ms. Julictte Jeptoo Kipkorir

(iv) Prin(‘ipzll Sceretary, Ministry of Transport and Infrastructure or Allernate
(v) “abinel S(uu(u\ N wional Iu(muy or Alternate

AT
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BOARD MEMBIER SCHEBULED | SPRCIAL | TOTAL,
MR A. K. MAINA 3 | 7

MR TENRY ROTICH ) Ll 0

MR, DUNCAN THUNDA 7 2 0 g

Vnn\ | I\l\ 1\ 1\\/1\4\ Tt | i WavE| I ! |

MRS, HELLEN WAMUIGA 3 - 7

MR KIMANTHT MAING] 1 |

MR HERMAN GAITTIO 3 L3 0 ’
MR PETER WAWERU E 2 Ny
AMIB.JOTIN MU TINDA 3 ; O

MS HELLEN MUNGANIA |3 7
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STATEMENT OF CORPORATE GOVERNANCE (CONTINUED)

The Commuttee held Pregular and 8 vpecial mectings oy the vear under reviess e auendanes s

board member was as [ollows -

BOARD MEMBIR CSCHEDULED | SPECEAL | TOTAL,
MR A K. MAINA 4 '8 1"

MR IENRY ROTICT A 8 s

MR DUNCAN TTUNDA 7 4 / R

MR ERICK KONCHELLAIT ol ) 3

DR MACHARIA TRUNGU ' R g 3

MRS. HELLEN WAMUIGA 2 g S

MR, PETER WAWERU 11 ! )

MR IOSEPH CHERUIYOT i 2 8 10
AMB. DR. JOHN MUTISO ] g 8 110
MRS JULIETTE JEPTOO ) 8 10 ,
MS. HELEN MUNGANIA 4 8 EEE

¢) Business & Concession Commitiee

This Commitlee assists the Board v fulfilling, its oversight responsibilives relating to monitoring the
performance of the concessionaire, reviewing various conceptual projects by management and
recommending them (o the Board {on adoption and approval

The membership of the Business & Concession Commitiee 1s comprised as follows

(1) Amb. Dr John Mutinda Chairperson

(i) Mrs. Iellen Wamuipa Karu

(i) Mi. Herman Gaitho

(1v) Principal Sccretary. Ministiy of ‘Transport and Infrastiucture or Allcinale
(v) Cabmnct Sceretary, National Treasury or Alternate

(vi) Inspectorate of State Corporations or Representative (By invitalion)

The Commuttee held 4 regular & 3 special meetmgs in the year under review  The atendance pel

board member was as [ollows:-
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STATEMENT OF CORPORATE GOVERNANCE (CONTINUED)

d) Strategic Project Commitice

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

The membership of the Strategic projects Committee is comprised as [ollows

(1) Mis. Hellen Wamuiga Karu Chairperson

(i) Ms. Julictte Jeptoo Kipkorir

(1ii) Mr. Kimanthi Maingi

(iv)Principal Secretary, Ministry of Transport and Infrastructure or Alternate
(v) Cabinet Sccretary, National Treasury or Alternate

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

The Commitiee held 6 regular meetings 3 special meetings in the year under review. The attendance
per board member was as follows:-

BOARD MEMBER | SCHEDULED | SPECIAL | TOTAL
GEN. (RTD) JEREMIAH M. 3 13
KIANGAEGH,CBS , N— , :
MRAKMAINA K 1o
MR HENRYROTICH |6 2 18
MR. DUNCAN HUNDA |6 L 17
MR, AHMED HAJTISSA 2 2

DR. MACHARIA IRUNGU 12 , 2

MR. KIMANTHI MAINGL 10 2 8

MRS. HELLEN WAMUIGA 6 . 18
MRS, JULIETTE JEPTOO - 5 27 ]
MS HELLEN MUNGANIA . L 3 2

Risk Management and Internal Controls

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

In reviewing the effectiveness of the internal control system, the Board takes into account (he results
of work carried out to audit and review the activitics of the Corporation. The Board also considers the

¢

. 1 . . -, . -1
manacement accounis (nr each cunarier renaric fram canh Hoarel L ovrmevn !

1
DudGuoiary
MERSAS e

proposals, major issucs and stralcgic opportunities for the Corporation.
As an inlegral stratcgy in achicving ils corporate goals, the Board cnsures thal an optimal mix
between risk and return is maintained. To achicve (his goal, a risk management and governance
[ramework has been put in place to assist the Board in understanding business risk issues and key
performance indicators alfecting, the ability of the Corporation to achicve its objectives both in the
short and long term.
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STATEMENT OF CORPORATE GOVERNANCIE (CONTINUID)

- order (o asswe the sharcholders of the Corporation’s commitment o activies thal create and
cnhiance sharcholder value. the Board sions a petformance contract with the Goyvernment as well as
sets Corporate Perlormance stiategies with Management and  continues (o perform an annual
cvaluation excrcise (o teview and audit 1its tole and suceess o1 othernwise (o mect (he chaltenges
envisaged at the beginning, of cach veai

Directors’ Kmoluments

The aggregate amount of emoluments paid 1o directors for services rendered dutme the fimancal year
2016 are disclosed in the notes Lo the financial statements undet note 3 Non-executive directors are
paid sitting allowances for every meeting attended

Imployees

The Corporation seeks o adhere o the principles of good  vovernance as appropriate The
Corporation 1s a non-discriminatory cmployer operating an cqual opportumitics policy which aims to
climmate unfair discrimination, hatassment and victimisation. The Corporation 1s conunudted 1o
cnsunng all dividuals are teated fanly. with respeet and are valued wrespective of gender,
disability, social class, nationality. rchgion, marnital status, age, cmployment status. membership o
non-membership ol a trade unon.,

Information and Board Developments

The Board recerves detailed briefing papers and 1eports on the business (o be conducted at cach
meeting one week in advance of the meeting,

All divectors have aceess (o the advice and scivices of the corporation sceretary whoo il necessary,
has access (o external legal advice

Ducctors receive induction taming on appomtment (o the Board which is tadoted (o their imdividual
needs and experience. Information s provided to Directors on their responsibilitics, tegulations and
legal obligations.
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7.0 CORPORATE SOCIAL RESPONSIBILITY STATEMENT

Corporate Social Responsibility (CSR) is now an integral part of Kenya Railways culture. Guided by
an existing policy and deep commitment (o making a differcnce in people’s lives, the Corporation
commits a substantial budgetary allocation cach year (o CSR initiatives. In the year under review, the
Corporation continued (o support CSR programmes in ils traditional areas of [ocus which are health
care, environment, education, and sponsorship ol community initiatives.

During the year under review, the following CSR activities were undertaken:-
i. Sponsorships
- [naugural Syokimau Road Race
- Kwale Marathon
- Goll tournaments

. Participation in the First Lady's Marathon/ Beyond Zero campaign
. Avisit and donations to Angaza Sports Cenlre
tv.  Annual Tree planting in Chepalungu orest, Bomel County

i.  Sponsorships

Inaugural Syokimau Road Race
Given the strategic location of the Syokimau Railway station, Kenya Railways is among key
stakeholders of the Syokimau arca. In this regard, the Corporation sponsored the inaugural Syokimau
Annual Road Race, which was held on August 29, 2015. Organized by the Syokimau Residents
Association (SRA), the event attracted close to 1,000 participants, who participated in the 2.5 km,
Sk and 10km races.

The purposc of the road race was (0 raise funds to rehabilitate one of the idle public lands, converting
it into a public sports field for the Syokimau community.

Kwale Marathon
The third edition of the Kwale county marathon took place on December 26, 2015 at Mwaluphamba
Sccondary School, Burani village. The event dubbed “Talanta Zetu Maisha Yetw” aimed at creating,
awareness on the need to protect water springs, water sources and the environment of Mwaluphamba
location and Mkongani ward as a whole. It was also geared towards nurturing upcoming sports
personalities in the arca, as well as enhancing peace and co-existence among (he different
communities.

Given the Corporation’s engagement with the region through construction of the Standard Gauge
Railway, participation in the event and sponsorship of the same was KR's way ol underscoring
importance of environmental conservation amid infrastructural development.

Solfioiiiiaiiciiy

The Corporation sponsored two goll” tournaments in the Financial Year- the Railway Golf Club
tournament as well as the Muthaiga Captains Prize tournament, which both aimed at butlding
relationships with the sports fraternity.
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i Fiest Lady's Hall Marathon/ Beyond Zero Campaign
A team from Kenya Railways joined Her Uxeellency Mrs. Margaret Kenyalta and !n f,.‘.nds; of other
partictpants for the third edition ol the First | ady's Halt Marathon he Id on March 6. 2016, The race
was [Tageced offat Nyayo stadium and saw participants crossing the (inishin o line at llk same venue.

The enthusiastic team participated in the various categories which included (he twenty one. ten. five
and (wo kilometer races.

Under the initiative commonly referred 1o as the "Beyond Zero campaign”. the First Lady's oflice
partners with various stakcholders in raising funds to promote maternal, newborn and child health in
Kenya, through the establishment ol mobile clinics. Some of the arcas allected by high maternal and
child mortality rates include arcas traversed by the Standard Gauge Railway project.

Kenya Railways partnered with Beyond Zero campaien in both the second and third editions of the
marathon through sponsorship and dircct participation in the races, given (he Corporation's
commitment to health and wellness as a key component of the CSR policy. The Corporation was
represented by Board members, stall from the Headquarters, as well as (hose from (he Railway
Training Institute.




Kenya Railways Corporation
Reports and Financial Statements For the financial Period ended June 3 0, 2016

iii.  Visit and Donations to Angaza Sports Centre

Members of stall drawn from different Departments at the Corporation visited An gaza Sports Centre
in Kiandutu, Thika on April 1, 2016. The visit was aimed at providing support for the Centre through
the Corporation’s Corporate Social Responsibility initiatives. During the visit, the members donated
items which included sportswear for the Centre’s senior soccer team, wheel barrows, rakes and
spades.

Angaza Sports and Development Centre is a community and youth driven Non-Governmental
organization, which relies mostly on the support of well wishers who assist by sponsoring their
various programmes which include Mtaa Safi, Go Sisters, Rafiki Club and Angaza Ndoto. The
Centre was founded in 2008 and sets out to intervene in the daily lives of the youth through sports,
environmental and entreprencurship initiatives. The specific arcas of focus include [1V/AIDs
awarcness and life skills, cconomic empowerment initiatives, cducation, the girl-child empowerment
and peace building and reconciliation. The Centre upholds the power of sports as an all (errain
vehicle for addressing the initiatives.
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iv.  Tree planting in Bomet County

As part ol the Corporation’s CSR activities, members of stall contributed (o environmental
conservation and rchabilitation by planting 10,000 indigenous (rees in Chepalungu forest in Singiroi
block of Bomet County. The Corporation had in 'Y 2014/2015 planted trees in the same arca, and
this second exercise was not only aimed at itroducing vegetation cover in the Mau forest which had
been depleted over the years as a result of human activities in the region, but to also have a more
significant contribution towards this, by planting in a larger arca that would enhance community
ownership ol the project.
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8.0 REPORT OF THIE DIRECTORS

Phe Prectors submit thei report together woath the audited Gnancin! statements (o the

I {
June 30, 2016 which show the state of the Corporation’s altaus
Principal activities
he Corporation's prncipal activity is o provide a co-ordinated and mtegrated system within Kenya
of rail & mland watcrways tiansport services. port fucilitics iniclation to mland walerways tiansport
services and auxiliany 1oad seivices i connection therewith
Results
The results of the Corporation for the year ended June 30, 2016 are set out on page 27,
Dividends -
The dircetors have not declared any dividend for the year
Directors

he members of the Board of” Dircctors who seived durmg the year aie shown on page 2. The
following changes took place within the financial year -

Retirement from the Board

(i) Mr. Erick N. Kochellah Dircctor up to 14™ October 2015
(1) Mr. Ahmed Haji Tssa Dircctor up to 14" October 2015
(it)Dr. Machatia Irungu Dircctor up to 2™ October 2015

Appointment info the Board

(DAmb. Dr. John M. Mutiso Director with effect rom 2™ October 2015
()M THerman N Gaitho Dicector with effeet from 13" October 2013
(ni)Mus. Juliette J Kipkot Director with effect from 13" October 2015

Audifors

the Auditor General is responsible for the statatory audit of the Corporation

By Otder of the Board

ot

Ms THellen Mungania
Corporation Seerefary

Natroby
Date......... .
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9.0 STATEMENT OF DIRECTORS’ RESPONSIBILITIES

The Public Finance Management Act, 2012 and the State Corporations Act, require the Directors to
prepare financial statements in respect of that Corporation, which give a true and fair view of the
state of alfairs of the Corporation at the end of the financial year/period and the operating results of
the Corporation for that year/period. The Directors arc also required to ensure that the Corporation
keeps proper accounting records which disclose with reasonable accuracy the financial position of the
Corporation. The Directors are also responsible for safeguarding the assets of the Corporation.

The Directors are responsible for the preparation and presentation of the Corporation’s financial
statements, which give a true and fair view of the state of affairs of the Corporation for and as at the
end of the financial year (period) ended on June 30, 2016. T'his responsibility includes:

(1) maintaining adequate financial management arrangements and ensuring that these continue
to be effective throughout the reporting period;
(11) maintaining proper accounting records, which disclose with reasonable accuracy at any time

the financial position of the Corporation;

(i) designing, implementing and maintaining internal controls relevant to the preparation and
fair presentation of the financial statements, and cnsuring that they are free from material
misstatements, whether due to error or fraud;

(iv)  safeguarding the asscts of the Corporation;

(v) selecting and applying appropriate accounting policies; and

(vi)  Making accounting cstimates that are reasonable in the circumstances.

The Directors accept responsibility for the Corporation’s financial statements, which have been
prepared u%ing7 appropriatc accounting policies supported by reasonable and prudent judgements and
estimates, in conformity with International Financial Reporting Standards (IFRS), and in the manner
required by the PI'M Act and the State Corporations Act. The Directors are of the opinion that the
Corporation’s financial statements give a true and fair view of the state of Corporation’s transactions
during the financial year ended June 30, 2016, and of the Corporation’s financial p()smon as at that
date. The Directors further

i

o . N Aa .
ss of the accounting records maintained for the

1
Corporation, which have been relied upon in the preparation of the Corporation’s financial statements
as well as the adequacy of the systems of internal financial control.

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

Approval of the financial statements

"The Corporation’s financial statements were approved by the Board on 2016 and
signed on its behalf by:

o

CHAIRMAN | MANAGING DIRECTOR

26
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9.0i REPORT OF THE AUDITOR GENERAL
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REPUBLIC OF KENYA

Telephone: +254-20-342330
Fax: +254-20-311482

E-mail: oag@oagkenya.go.ke
Website: www.oagkenya.go.ke

P.O. Box 30084-00100
NAIROBI

OFFICE OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR-GENERAL ON KENYA RAILWAYS CORPORATION
FOR THE YEAR ENDED 30 JUNE 2016

REPORT ON THE FINANCIAL STATEMENTS

| have audited the accompanying financial statements of Kenya Railways Corporation
set out on pages 27 to 51, which comprise the statement of financial position as at 30
June 2016, and the statement of comprehensive income, statement of changes in
equity, and statement of cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory information, in accordance with
the provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public
Audit Act, 2015. | have obtained all the information and explanations which, to the best
of my knowledge and belief, were necessary for the purpose of the audit.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards and for such
internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or
error.

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

Auditor-General’s Responsibility

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

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

Report of the Auditor-General on the Financial Statements of Kenva Railwayvs Corporation for the vear ended 3()
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on the effectiveness of the Corporation’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the management, as well as evaluating the overall
presentation of the financial statements.

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

Basis for Qualified Opinion
1.0 lllegal Allocations of Land

The statement of financial position as at 30 June 2016 reflects a balance of
Kshs.22,571,735,017 in respect of property, plant and equipment. However, and as
reported in the previous year, various parcels of land have been allocated to private
developers by either the Commissioner of Lands or Local Authorities without the
consent of the Corporation. Land measuring approximately 3 acres within Limuru
Railway Station constituting industrial plots No.7882/2-10 was allocated to private
developers. Similarly, private buildings have been put up on another piece of land
measuring approximately 2 acres within Kikuyu Railway Station while in Mombasa
parcels of land measuring approximately 1 and 0.75 acres adjacent to Mombasa
Railway Station have been allocated to private developers, without the Corporation’s
consent.

Consequently the accuracy of the property, plant and equipment balance of Kshs.22,
571,735,017 as at 30 June 2016 could not be confirmed.

2.0 Current Assets
2.1 Short Term Deposits

Included in current assets balance of Kssh.79,497 740,347 as at 30 June 2016 was
short term deposits amounting to Kshs.2,725,000,000 out of which Kshs.800,000,000
is held as a fixed deposit with Chase Bank Ltd at a rate of 12.5% p.a. However, Chase
Bank Ltd was placed under receivership and Kenya Deposit Insurance Corporation
(KDIC) appointed to assume the management and control of the bank on 7 April 2016.
In the circumstances, the recoverability of the total of Kshs.800,000,000 is doubtful.

2.2 Inventories

Further, the current assets balance of Kshs.79,497,740,347 also includes stores
inventories amounting to Kshs.3,471,628,460. However, no stocktaking was carried out
as at 30 June 2016. In the circumstances, it was not possible to confirm the accuracy
of the total inventories balance of Kshs.3,471,628,460 included in the current assets as
at 30 June 2016.

Report of the Auditor-General on the Financial Statements of Kenva Railwayvs Corporation for the vear ended 30
June 2016
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3.0 Payables and Accrued Charges

Included in payables and accrued charges balance of Kshs.2,197,081,570 as at 30
June 2016 is an amount of Kshs.742,224 851 relating in payables which have been
outstanding for over a year. No satisfactory explanation was provided as to why the
same had remained outstanding for over a year.

4.0 Unaccounted for Cash
4.1 Staff Travel Advance Surrendered but not Banked
Evidence available indicates that an amount of Kshs.4,853,766.00 was surrendered by

officers to the Corporation’s cashier, but the same was not banked as summarized
below;

Month Cash returned Cash banked Cash Un-Accounted
July 2015 990,238.00 82,988.00 907,250.00
Aug 2015 424.832.00 244 431.00 180,401.00
Sept 2015 1,076,129.00 68,200.00 1,007,929.00
Oct 2015 477,151.00 0.00 477,151.00
Nov 2015 247,520.00 0.00 247,520.00
Dec 2015 106,159.00 32,300.00 73,859.00
Jan 2016 269,404.00 0.00 269,404.00
Feb 2016 286,512.00 0.00 286,512.00
Mar 2016 415,151.00 114,900.00 300,251.00
Apr 2016 438,937.00 48,900.00 390,037.00
May 2016 270,563.00 0.00 270,563.00
Jun 2016 442 889.00 ) 0.00 442 .889.00
Total 5,445,485.00 591,719.00 4,853,766.00

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

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

Qualified Opinion

In my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion paragraph, the financial statements present fairly, in all material respects, the

Report of the Auditor-General on the Financial Statements of Kenva Railwavs Corporation for the vear ended 30
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financial position of Kenya Railways Corporation as at 30 June 2016, and of its financial
performance and its cash flows for the year then ended, in accordance with International
Financial Reporting Standards and comply with the Kenya Railways Corporation Act,
Cap 397 of the Laws of Kenya.

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

Nairobi

25 July 2017
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10.0 STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDED 30 JUNE 2016

REVENUES

Main income

Grants received from the National
Government

Other income

TOTAL REVENUES

OPERATING EXPENSIES

Board expenses

Administration expenses
Depreciation of property, plant and
equipment

Amortisation ol Intangible Assets

TOTAL OPERATING EXPENSES

OPERATING PROFIT

Other comprehensive income

Finance Income

PROFIT/(LOSS) BEFORE TAXATION
INCOMI TAX EXPENSE

PROFIT/(LOSS) AFTER TAXATION

Note

6

Y

YN L
EEAVE B V]

Shs

819,060,455

54,709,893
SRR

1,649,356,284

49,281,352
[.119,993.492

218,959,616

313,521

1,388,547,982

266,608,361

215,990,575

574,803,676

60,957,170

5771, % 8]
P22 )

Shs

820,499 415

810967341

1,637,466,757

40,575,041
990,589,820

33,385

jum—y
&
3
P

429,333,371

629.501.596
1.058,634,967

117,980,125

940,654,842
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[1.0

STATEMENT OF FINANCIAL POSITION AS AT 3011 JUNIE 2010

ASSITES

Non-Current Asscts
Property, Plant & Lguipment
[nvestiment propeity
Intangble assels

Capital Works m-progress
Total Non-Current Assets
Current Asscts

Stores lnventoties

Trade and other Receivables
Short erm Investments
Cash deposits & guarantecs
Cash & Bank Balances
Total Current Assets
TOTAL ASSIETS
EQUITY & LIABILITIES
Iquity

Govl. Subventions & Biquity
GOK Ghrants

Restiucluring reserves

Accumulated losses
Total lquity
FIABILITIES
Non-Current Liabilities
lLast Alvican Toan stocks
Foxim bank loan

[KCB Mortgage
Provisions

Total Noncurrent liabilitics

Current Liaabihities

Puyables & Accrued Charges

Total Current Liabilities

Total liabilitics

TOTAL EQUITY & LIABIHLITIES

10
[1
12
13

15
16
17
18

19
20
21

22

Fhe Corporation’s Tnancial stalemenis were approved by the Board on

by

CUHAIRMAN

~

N

/

2016

Isshs.

21,735,017
23.145,304,922
[25.429.112
180.323,808.524
220.4006,277,575

3.171,628,460
61,190,635, 155
2.7725,000,000
06,277.176,383
2.883.302.348
79497.740,347
305.964,017,922

40,474,00/,122
10,557,231,908
20,075487.838

(17.715.776.569)

36,843,776
1'73.576.987.893
300,000,000

195,636,940
174,109.468,015

1197,081,570
78,163,599.008
252,573,067,623
305,964,017.,922

2015

I<shs.

215803369452
[9.543.893,729
94703114

[15,937.236.524

160, 107,202,819

3,379,104.469
02.121.168.197
2.813.,000,000
3,391.599.767
836.385.887
72.761.558.320
232.808.761,139

40,47:4,007.122
10,277.844.099
20,079.148,290

(18.091,623.230)
52.739,676.280

36.813.776
123,720,245.893
300.000.000
193.826.515

124,250,916,184

1,866,767 171
55,878,108,075
[$0.129,084,85
232.868.761,139

2016 and stoned oty s behald
<

74

Y

AN Dk AX <>\\

MANAGING DIREC TOR
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Kenya Railways Corporation

Reports and Financial Statements Lor the financial Period ended June 30, 2016

Cash flows from operating activities
Profit after income tax
Add = Ttems not Involving movement ol Cash

Depreciation of PPE

Depreciation- [ntangible asscts

Operating profit/ (loss) before working capital changes

Add: Movement o Working capital

Increase in stores inventorics
(Increase)/decrease in Receivables

Increase/(decrease) in payables
Net Current Assets Movement
Net cash generated from / (used in) operating activitics

Cash flow from Investing Activitics
Purchase ol property. plant and equipment
Disposal of assets

Purchase ol intangible assels

Adjustment on fixed assets depreciation

Capital works started during the year

Net cash generated from / (used in) investing activitics

Restructuring reserves movement

Prior year adjustment to accumulated losses
Other provisions

SGR prepayments

(Increase)/decrease in cash deposits
Movementin Long term foans

GOK erant

Delerred income

Net cash generated from / (used in) financing activitics
Increase in Cash and Cash Equivalents

NMovementin Cash & Cash fquivalents

Opening Balances

Add increase/(decrease) in cash & cash equivalent

Closing balance of cash & cash equivalent note 29

IKshs

218.959.616

J

3.521

(92.523,991)
(2.456.141.730)

530.819.099

(51.127.028)
L.811.255.596

(10.233,830)

(68.328.242.631)

(3.960.451)
(137.999.845)
1810431
386.976.771
(2.635.576.616)
49.856.742.000
279.387.800

22.254.611.234

20106

Ishs

513846506

_ 219,273,137
733,119,643

~(2.217.840.622)
(1,484,726,979)

(66,578,347,893)

70.001.991.334

3.009.385 888
1938916460
5,608,302,349

1,938,916,460

2015 (RESTATED)

Isshs Kshs

9:40.654.842

173.823.451

RN ERRR
176,968,524
1,017,623,366

(33.041.389)
(226.50:4.600)

353.210.240
91,664,245
1,209,287,612

(30.620.659)

(30.928,810)
348.396.543

(108.168.911.168)
(107,882,064,093)

(246.028.167)
(317.964.702)
1.264.544
(39457424251
(3.357.657.123)
[25.870.245 893
(6.323.161.177)

53.388.879. 188
107,158,154,201
485,377,719

.184.008.169
185,377,719
3,669,385,888




Kenya Railways Corporation
Reports and I'inancial Statements For the financial Period ended June 30, 2016

14.0

SUMMARY OF SIGNIFICANT ACCOUNTING POLICHES

The principle accounting policies adopted in the preparation of these inancial statements are sel oul below:

(i)

(i1)

Statement of compliance and basis of preparation

The financial statements have been prepared on a historical cost basis exeept tor the measurement at re-
valued amounts of certain items ol property, plant and cquipment, marketable securities and [inancial
mstruments at fair value, impaired asscts al their estimated recoverable amounts and actuarially
determined liabilitics at their present value. The preparation of financial statements in conlormuty with
[nternational FFinancial Reporting Standards (1FRS) allows the use of estimates and assumptions. It also
requires management o exereise judgement in the process ol applying the Corporation’s accounting,
policies

The financial statements have been prepared and presented in Kenya Shillings, which is the functional
and reporting currency of the Corporation. These statements have been prepared in accordance with the
Public Finance Management Act, the State Corporations Act, and International Financial Reporting
Standards (II'RS). The accounting policics adopted have been consistently applied (o all the ycars
presented

Adoption of International Financial Reporting Standards
[n preparing The Kenya Railways Corporation's statement of financial position that complies fully with
International Financial Reporting Standards (IFRSs), the following applicable standards were adopted:
o International Accounting Standards (IAS 2) - Inventorics.
o International Accounting Standards (IAS 8) - Accounting policies, changes in accounting
estimates and crrors,
o International Accounting Standards (IAS 12) - Income (ax.
o International Financial Reporting Standards (IFRS 8)- Segment reporting
o International Accounting Standards (IAS 20) - Accounting lor Government orants and disclosure
of Government assistances.
o [IFRIC 4 - Determining whether an arrangement contains a lease, reviewed in relation o (he
Concession agreement with Rift Valley Railways.
o [IRIC 12 - Service Concession Arrangements. Reviewed and applied in the recognition and
accounting for the assets under Concession Agreement with Rift Valley Railways (RVR)
o International Accounting Standards (IAS 24) - Related party disclosures (due (o / from other stale
corporations and Government agencies) and key management compensations.
o International Accounting Standards (IAS 32) - Financial instruments; presentation,
o International Accounting Standards (IAS 36) - Impairment ol asscls.
o International Accounting Standards (IAS 37) - Provisions, contingent liabilitics and contingent
assets. International Accounting Standards (IAS 37)

tternaliinona Aconnmnino Sim

o Inlernational Accounting Standards (IAS 7) - cash flow statements
o International Accounting Standards (IAS 16) - Property, plant and equipment.

o International Accounting Standards (IAS 18) - Revenue recognition

o International Accounting Standards (IAS 19) - Employee benefits

o International Accounting Standards (IAS 21) - Eifleets of exchange rale changes.
o International Accounting Standards (IAS 40) - Investnent property



cnya Raibways Corporation
weports and Financial Statements For the financial Period ended June 30, 2016

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIHES (Continued)

(iii)

(iv)

(v)

a)

Revenue recognition

Revenue is recognised (o the extent that it is probable that future cconomic benelits will low o the
Corporation and the revenue can be I'Lflléll)l}’ measured. Revenue is recognised at the fair value of
consideration received or expected (o be received in the ordinary course of the Corporation’s activitics.
net of valuc-added tax (VAT). where applicable, and when specific criteria have been mel for each of the
Corporation s activities as described below.

Rail operation revenue —
. Concession fees (Freight income) shall be accrued on the basis ol the latest concessionaire and the
prevailing lorcign currency exchange rates.

. Commuter fare box- fares reccived from commuter services in Nairobi

Landed property income: include land rents. property sales, rent from building cte and shall be
recognised on accrual basis.

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

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

Scrap disposal income shall be recognised on the basis ol customer invoice which are issued on
delivery.

Government grants:

. Reeurrent grants shall initially be treated as deferred income when cash. services or malerial
contribution is received and charged (o the stalement of comprehensive income when (he

related expenditures are incurred.

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

In-kind contributions

[n-kind contributions are donations that arc made to the Corporation in the form ol actual goods and/or
services rather than in money or cash terms. These donations may include vehicles, equipment or
personnel services. Where the financial value received for in-kind contributions can be reliably
determined, the Corporation includes such value in the statement of comprehensive income hoth as

revenue and as an expensce in equal and opposile amounts: otherwise, the contribution is not recorded.

Property, plant and equipment
All categories ol property. plant and equipment arc initially recorded at cost less accumulated
deprectation and impairment losses.

c ctla un categories ol pl()puly pl(ml (m(l L(]ll[[)lﬂ(‘l]( are subsequently ((l([l(&l re-valued amounts. being
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Kenya Railways Corporation
Reports and Financial Statements I'or the financial Period ended June 30, 2016

(vi)

losses. Where re-mcasurement at re-valued amounts is desired, all items in an assel calegory are re
valued through periodic valuations carricd out by independent external valuers. Fixed assels were last
revalued in 2010 by external registered valuers; Knight Frank 1imited.

Subsequent costs are included in the asset's carrying value only when it is probable that future cconomic
benelits associated with the item will (Tow (o the corporation and (he cost of the item can be measured
rehiably. Repairs and maintenance is charged (o the profit and loss account in the year to which it relates.
Equipmenti.e. locomotive overhaul costs are capitalised and become part of the new carrying amount.
Increases in the carrying amount arising on revaluation are credited to the revaluation surplus reserve in
cquity. Decreases that offsct previous increases of the same asscl are charged against the revaluation
surplus. All other decreases are charged (o the prolit and loss account.

Annually, the difference between depreciation based on the revalued carrying amount of the assel
charged (o the profit and loss account and depreciation based on the asset's original cost is transferred
(rom the revaluation surplus (o retained carnings.

Permanent way and sidings and all asscts attached thereto such as bridges, culverts, wnnels and,
locomotives, coaches and wagons have been classilicd as infrastructure assels or cash gencraling asscls
and valued using the present value method by discounting their stream of estimated cash flows over a
period of 25 years being the lifespan of the Concession using a suitable discount rate then added (o the
terminal cash flow after the 25 years.

Assets classified and valued as Cash Generating Assets using the present value of the nel cash inflows
derived from the use of these assets by the concessionaire are nol depreciated in the restated statement of
fnancial position. Due (o possible changes in the concession that may alfect the cash inflows in future,
the concession cash inflows will be assessed annually and present values rccomputed (o determine
whether the assets present values have changed. Decreases in present values would be recognised as
impairment losses while increases would be credited (o equity under revaluation reserves.

Land along the main and subsidiary corridors were classified as held for future rail network ex pansion
and valued on fair value basis as this land cannol be sold or put (o alternative use other than expansion of
the rail network.

Frechold properties owned by the Corporation on long leases subsequently leased by the Corporation (o
third partics (lessces) for a substantial period of the lease term were valued based on the Corporation’s
mterest in the leased property i.c. the income receivable by the Corporation in terms of ground rent for a
number of years discounted using a suitable discount factor. Most of this lrechold land has industrial
property or other permanent structures standimg on 1t.

Gains and losses on disposal ol items ol property, plant and cquipment are determined by comparing the
proceeds from the disposal with the net carrying amount of the items, and are recognised in profit or loss
in the imcome statement,

Depreciation and impairment of property, plant and equipment

Depreciation is caleulated using the straight line method (o write down the cost or the revalued amount
ol cach assct to its residual value over its estimated useful life, In determining an assct's uselul lile
consideration is given Lo its expeceted usage. its expected wear and (ear, technical or commercial
obsolescence and legal or similar limits on its use. Frechold land and capital work in progress are nol
depreciated. Capital work i progress relates mainly o the costs ol ongoine bu icomplete works on
buildings and other civil wor

ks and installations.
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(vii)

(viii)

Deprectation on property, plant and cquipment is recognised in the income statement on a straight-line
basis (o write down the cost ol cach asset or the re-valued amount to its residual value over its estimated
usclul life. The annual tates in usce are:

Rate  Useful life

(Y0)  (Years)

Permanent Way and Bridges 2.00% 50
Buildings 2.00% 50
Plant and Machinery 3.33% 30
Stgnaling Liquipment 2.50% 40
Telecommunication Fquipment 4.00% 25
[Locomotives 2.50% 40
Coaches 2.50% 40
Wagons 2.50% 40
Wagon ferries 2.50% 40
Dry dock 2.50% 40
Ancillary vessels 2.50% 40
Ferry terminals [.67% 60
Marine equipment S50 Vo 50
Lorries - above 3 tonne tare weight 57.5% 267
Motor Vehicles - 3 tonne and above 25.00% 4
Office Equipment 12.50% 8
Furniture & fittings 12.50% S
Computer, copicrs & faxes 30.00% 3.33

[tems of property, plam and cquipment are reviewed annually for impairment. Where the carrying
amount ol an asset is assessed as grealer than its cslundt(‘d recoverable amount, an impairment loss is

rec ()mnujrl so that the

e
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o
p
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n

lown inii]‘l"duuu) to its estimated recoverable amount.

Intangible assets

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

Gienerally, costs associated with ([C\rv]opinu compuler soltware programmes are recognised as an
expense as incurred. However, costs that are clearly associated with an identiliable and unique product.
which will be controlled by the corporation and have a probable benelit exceeding the cost beyond one
year, are recognised as intangible assets.

Lxpenditure which enhances and extends the benelits ol computer soltware beyond the original
specilications and lives is recognised as a capital improvement and added to the original cost of the
soltware. Computer soltware development costs recognised as asscts are amortised using the s strarghl
linc method over their uselul lives. not exceeding a period of three years.

Amortisation and impairment of intangible asscts
Amortisation is calculated on the straight-line basis over the estimated uselul lile ol computer software
of three years.
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(ix)

(xi)

All computer soltware is reviewed annually for tmpairment. Where (he carrving amount of an intangible
assct is assessed as greater than its estimated recoverable amount, an mmpairment loss is recopnised so
that the asset is written down immediately 1o its estimated recoverable amount,

Investment property

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

Specifically, land and buildings owned and used by Kenya Railways Corporation for operational
purposes such as station buildings, the corridors, Corporation's stalf residential buildings, marshalling
yards, office buildings owned and occupied by the Corporation and others in this catcgory are valued
bascd on the fair value model. These represent property that has 1o be used by the Corporation for
purposes ol running the railway services. Fair value is the amount for which an asscl could be exchanged
or a hability settled between knowledgeable, willing partics in an arm's - length transaction.

[nvestment property is also categorised into property held for carning rental income and for capital
appreciation or both. These are mainly the ats and were valued based on the markel value. Market
value is the estimated amount for which a property should exchange on the date of valuation between a
willing buyer and a willing scller in an arm's - length transaction afler proper marketing wherein the
partics had cach acted knowledgeably, prudently and without compulsion.

Subsequent expenditure on investment property in future where such expenditure increases the future
cconomic value in excess ol the original assessed standard of performance will be added 1o the carrying,
amount of the investment property. All other subsequent expenditure will be recognised as an expense in
the year in which it is incurred.

Finance and operating leases

Leases of property, plant and equipment including hire purchase contracts where the COMpAY asstmnes
substantially all the risks and rewards incident to ownership are classified as finance leases. Finance
leascs are recognised as a liability at the inception of the lease at the lower of the (air value of the leased
asscts and the present value of the minimum lease payments. The interest rate tplicit i the lease is
used as the discount factor in determining the present value. Bach lease payment is allocated between the
liability and finance cost using the interest rate implicit in the lease. The finance cost is charged to the
prolit and loss account in the year to which it relates. At the end of the lease tern. the company has an
option to purchase the asset. Property, plant and cquipment acquired under finance leases are capitalised
and depreciated over the estimated useftul life of the asscel.

[Leasces ol assets where a sionilicant proportion of the risks and rewards ol ownership are retained by the

(CSSOT @G Ciassiiicd as opcratiing icases, Paymenis tade under operating icases are charged o te proiii
and loss account on a straight line basis over the lease period. Prepaid operating lease rentals are
recognised as assets and are subsequently amortised over the lease period.

Financial instruments

The Corporation classifies its investments into the following, categorics:
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a)

Financial assets at faiv value through profit or loss:
This category has two sub - categories: financial assets held for trading, and those designed at
fair valuc through prolit or loss al inception. A {inancial assel is classified in this category il
acquired principally for purpose ol sclling in the short term. il it forms part ol a portiolio of
financial asscts i which there is evidence of short term profit making or if so designated by
management.
Held-to-maturity investments which arc non-derivative nancial assets with  fixed or -
determinable payments and fixed maturity that an entity has a positive intention to hold o
maturity.
Loans and receivables which are non-derivative linancial assets created by the Corporation by
providing money or products directly (o the debtor other than those with the intent to be sold
immediately or in the short run.

Available-for-sale financial assets which arc assets held for an indefinite period of time. bul
may be sold inresponse Lo needs for liquidity or changes in interes( rates.

All Tinancial asscts are classilied as non-current except those with maturities of less than 12
months from the balance sheet date. those which the directors have the express intention of
holding for less than 12 months from the balance sheet date or those that are required to be sold
to raise operating capital, in which case they are classified as current assets.

(x)  Financial risk management objectives and policics

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

a). Liquidity risk

"The definition of liquidity visk is the risk that Kenya Railways is unable (o meet its obligations — as
they fall due as a result of a sudden, and potentially protracted, increase in net cash outllows. Such
outflows would deplete available cash resources for operations and investments. The Corporation
performs cash [low forecasting and monitoring rolling forecasts ol the company’s liquidity
requirements (o ensure it has sufficient cash to meet its needs.

The maximum exposure of the company o liquidity risk at the balance sheet date is as follows:

f.ess than | Between T & 3 Between 3 - 12

month months months over [ year

Kshs 000 shs 000 Kshs '000 kcshs 000
Trade & other payables [16.218 75,149 /81,85 1,280,841
Borrowings - KCI3 bank 0 0 0 300,000
TOTAL 116,218 73,149 781,831 1,586,841
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h). Credit risk

Kenya Railways is exposed (o credit risk which is the risk that the counter party will cause a fianctal loss (o
Kenya Raitlways by failing (o discharge an obligation. Credil risk arises mainly from trade debtors who receive
goods and scrvices from the business units on credit. The corporation does not hedge any risks andd should
have in place policics to ensure that credit is extended (o customers with an established credit history.

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

Fully Past due but Past due and

performing not impaired inipaired Total

Kshs '000 [Kshs 000 Kshs "000 Kshs '000
Cash at bank 2,882,380 2,882,380
Short term investments 2,725,000 2.725000
Cash deposits & guarantees 0,227,176 6,221176
Trade & other receivables 00,396,137 3.854.094 64.251.014
TOTAL 72,230,693 3,854,094 0 76,020,788

¢). Market risk

Market risk is the risk that the fair value or future cash flows ol financial mstruments will [Tuctuate because ol
changes in the market price and comprises thiee types of risks: forergn exchange risk, price risk and interest
rale risk.

Foreign exchange risk

Foreign currency risk is a financial risk that exists when transactions are denominated in a
currency other than the base currency ol Kenya Railways. The Corporation receives payments
denominated in forcign currencies mainly  for concession  fecs. Kenya Railways also  makes
payments denominated in forcign currencies (or non local supplicrs

Kenya Ratlways limits forcign (ransactions (o at least (wo foreign currencies, that is, the US dollar
and Furo

Price risk
This is the risk resulting from a decline in the value of a sccurity or a portfolio. Kenya Railways isnot exposed
to any price risk since it has no investments in any securitics.

Interest rate risk
This is the risk that an investiment's value will change duc (0 a change i the absolute level of mterest rates.
Kenya Railways manages this risk by investing only in lixed income sccurities with different durations

(x1) Financial instruments

Y ol acor ¢ ars eoervaitond asiialls i i . | ! . o I | o
/\H 1111}121('.3#1] assels are recooniced imitially ngino the trade auale acennmfimo whicen g !!\_5.\ clate thae

corporation commits itseli to the purchase or sale and recorded at the fair value of the consideration
given plus the transaction costs. Subsequently, held-to- maturity mvestments and loans and receivables
are carried at amortised cost using the cffective interest method, while available-(or-sale assels are
carried at fair value. Changes in fair valuc arc recognised divectly in cquity, excepl for impairment
losses which are recognised in the statement of comprehensive income in the year there is objeclive
cvidence ol impairment. On sale, the cumulative gain or loss previously recognised in cquity s
recognised in the statement of comprehensive income in the year of salc.

The directors classify liancial assets as (ollows:
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(xii)

(xiii)

(xiv)

(xv)

{vvi)
L Sty 4

Receivables are classified as 'loans and receivables' and are carried al amortised cost usiny the
clfective mterest method.

Government securitics and term and call deposits with banking institutions are classilicd as "held-to-
maturity ivestments' and are carried at amortised cost using the cllective interest method

Al Tinancial liabilitics including borrowings are recopnised mitially at fair value and subsequently
carried at amortised cost using the effective interest method.

Inventories

Inventories are staied at the lower of cost and net realisable value. The cost of inventorics COMprises
purchase price, import dutics, transportation and handing charpes, and is determined using the first-in
first-out method. Net realisable valuc is the estimated selling price in the ordinary course ol business.
less the estimated costs of completion and selling expenscs.

Trade and other receivables

Recervables are recognised initially at fair value and arce subsequently measured at amortised cost using
the effective interest method.

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

Taxation

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

Deferred income tax is provided using the liability met

0d on temporary differences at the reporting date
between the tax bases ol assets and liabilities and their carrying amounts for financial repoiting

pUrposes.

Cash and cash equivalents

Cash and cash cquivalents comprise cash on hand and cash at bank. short-term deposits on call and
highly liquid investments with an original maturity of three months or less, which are readily convertible
to known amounts of cash and are subject (o insienificant risk of changes in valuc. Bank account
balances include amounts held at various commercial banks at the end of the financial year. l'or (he
purposes ol these [inancial stalements, cash and cash cquivalents also include short term cash tmprests
and advances to authorised public officers and/or institutions which were not surrendered or accounted
lor at the end of the linancial year,

RBorrowines
Interest beartng, loans and overdralis are initially recorded at fair value being received. nel of issuce costs
associated with the borrowing. Subsequently. these are measured al amortised cost using the clflfective
interest rale method. Amortised costis caleulated by taking into account any issue cost and any discount
or premium on settlement. Finance charges, including premiums payable of settlement or redemiption are
accounted for on accrual basis and are added (o the carrying amount of the instrument 10 the extent that
they are not settled in the period in which they arise. Loan interest accruing during the construction ol a
project is capitalised as part of the cost of the project.
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(xvii) Trade and other payables

Trade and other payables aie non mterest beanme and are carned at amotGsed costowhieh s measured a
the fair value ol contractual vatue of the consideration (o be paid in future respeet ol goods and
scrvices supplicd, whether billed to the Corporation or not, fess anv pavinents made o the supplicts

Provisions arc tecogmsed when the corporation has a present feeal or constiuctive obligation as a resull
ol past cvents and 1t ts probable that an outfTow ol 1esowces embody e cconomic benelits will be
required (o scttle the obligation and a teliable estimate of the amount ol the obligation can be made

(xviit) Retirement benefit obligations

(xix)

(xx)

(xx1)

XXH

The Corporation operates a defined contribution retirement benelit plan for its ciployces. The assets of
this plan aie held ma sepaate tustee admimistered guaanteed scheme managed by an insurance
company. The Corporation pays {ixed contribution mto a separate fund and has no legal or constructive
obligation to pay further contnbution 1f the fund docs not hold sulficient assels o pay all cmployees the
benelits rclating o thew services in the cutient or priot petiods. The contiibutions are chaged 1o the
statement of comprehensive mcome in the year (o which they relate.

The Corporation also contnibutes (o the statutory National Social Sccurity Fund (NSSE). This 15 a
delined contribution scheme iegistered under the National Social Sccurity Act. The corporation’s
obligation undcr the scheme s limited (o specific contributions legislated from time to time and 15
currently at Kshs.200 per employee per month

Eoxchange rate differences

The accounting records are maintained in the functional currency of the primary cconomic environment
m which the Corporation operates, Kenya Shillings  fransactions in forcien currencies during, the
year/period are translated into the functional currencey using the exchange 1ates prevailing at the dates of
the transactions or valuation whete items are re-mcasured. Any forcion exchange gams and losses
tesulting from the settlement of such transactions and from the (ranslation at year-cnd exchange rates of
monctary asscts and labilities denominated in forcign cunencies are recognised in proliton loss.

Comparative figurces
Where neeessary comparative figures for the previous financial year have been amended or reconlioured
(o conform to the required changes m presentation

Subsequent events
There have been no events subsequent to the financral year end with a significant impact on the linancial
stalements for the year ended June 30, 2015

Critical Accounting Estimates and Judgements

In the process ol applying the accounting poheres adopted by the company. the Directors make certaim
judgments and estimates that may affeet the canryine values of assets and - liabthities  in the  nead
financial pertod  Such judaments and estimates e based on Iistorical - experience and other

factors mmelndimo exnecetations of iftune evenis that o b Beved s e saamahbe nnetey dhes et

circumstances. The Ducctors evaluate these at cach iinancial ieporung date 1o cnsuie that they ate sull
tcasonable under the prevailing circumstances based on the avatfable information

Lnpairment of non-financial asscts

Non-financtal asscts that are cairied at amortized cost are teviewed at the end ol cach reporting
petiad tor any mdication that an asset may be impaned Hany such idicatton exists. an mpanment
loss 15 recognized for the amount by which the assetUs carntying amount exceeds (s iecoverable
amount The recoverable amount s the lugher of an asset’s Tair value less costs 1o sell and value in use

40
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h) Contingent liabilities and assets

A contingent liability is a potential obligation that may be incurred depending on the outcome ol a
[uture event. Itis a situation where the outcome of an existing situation is uncertain. and this
uncertainty will be resolved by a luture cvent. A contingent hability is recorded m the books ol
accounts only i the contingency is probable and the amount ol the Liability can be estimated.

A contingenl assel is a polential asscel associated with a contingent gain.  Unlike, contingent
liabilitics and contingent losses. contingent assets  and contingent  gains arc not recorded  in
accounts, cven when they are probable and the amount can be estimated.

¢) Going concern issucs

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

MAIN INCOM I

Concession fees - Freight
Muscum arnings
Kistu Port Barnings
Ratlway Training, Institule

- NCR revenues

Grants received from the National Government
NUTRIP project
Marine school project - KCA 11T

OTHER INCOME

Net rental income from investment property
Sundry meome

Sale of tender documents

Sale ol biological assels

Sale ol spares

Wagon lcase

BOARD EXPENSES
Director's Fees

Directors' Sitting Allowances
Board training

Directors' Travel & Accommodation

ADMINISTRATIVE EXPENSIS

Stalt costs 52
Postages and telephones

Vehicle ranning & generator maintenance

Travel & Accommodation

Printing and stationery

Advertising and sales promotion

Audit fees provision

Legal and professional fees

Bank charecs and commissions

Occupancy & Utilitics 5¢
[nsurance

(Increase)/ Decrease in provision lor bad

debts 5d
Sccurity

Repairs & Mamtenance

TOTAL

2015/16

IKshs
616,759,880
2000161
3,022,062
(52,188,344
45,096,003

819,060,455

13,874,693
835,200

34,709,893

773,513,347
956,136
53,000
18,900
5,450,952
15,567,600
795,579,935

13.719,000
16,640,000

2,012,540
16,909,812

49,281,352
435,618,683

6,793,179
74,781,585
9,353,800
37,429,200
2 164,580
[76.676,008
4,347,581

51,060,345
11,500,203
105,922,748
(09,805,757
22173843

(119,993,497

200415

iKshs
Ol 710,016
975,250
1,067.169
57,155,578
19,591,102
820,499,415

740,554,944
355,900
74.000
39,500
57,764,997
12,178,000
810,967,341

16,016,103
9,700,000
1,868,591

12,990,347

40,575,041

49,819,687
35,010,756
9,830,882

57,231,665
6,927,845
32,059,985
2,164,380

228,307,899

3,028,191

43,051,124
12,602,729

2,059,394
6,777,833
1031,164,801

40
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STAFF COSTS
Salaries and wages
Stalf medical
Provision lor leave

Provision for long-term service dues

Group life Insurance & group personal accident

Stall training,

Subscriptions

GENERAL OFFICE EXPENSES
Office tea & beverages

Cleaning services

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

Other office expenses

OCCUPANCY & UTILITIES COSTS
Land rates

Electricity

waler 3,206,597
o 5 ],J(),,(’v(’_.’;zfls,,,,

PROVISION FOR BAD DEBTS

ttis the Corporation's policy to maintain a 5% provision on trade receivables .

Balance b/fwd
Prior year adjustment
Charge for the year

Balance carried forward

DEPRECIATION
Buildings
Water Supplics & Transport equip.
Plant & Machinery
lelecommunications Equipment
Motor Vehicies
Furniture & Fittings & Office Equipment
Computers

ARMOTIZATION OF INFANGIBLE ASSETS

Charge for the year

67,421,869

the financial Period ended June 30, 2016

330,288 746
26.257.862
3.588.236
27.036,956
2,431,784
42.240,282
3,774,817
435,618,683

3,618,593
34.166.193
1,600
19,860,753
4.262.285

5,512,445

59,186,260
8,673,488

(91.376.573)
(5.550,394)
(105,922.748)

(202,849,714)

59,045,943
5.729.319
37494778
1,406,188
1,641,885
99.639.188
8.002.316

218,959,616

s 15971

313,521

338,208,480
26.811.514
3.357.171
265431560
2,431,784
19,708,421
2,929,229

419,819,687

3,692 844
30,745,675
258,502
17,127,326
6,866,873
3,058,179
61,749,197

28,475,697
11,413,102
3,102,325

43,051,124

(89,3 17,178)

(2,059,394)
(91,376,573)

37,884,017
5,729,319
37.494 780
[.4006,188
3,848,014
61,080.442
6,380,001
173,823,451

5,145,075
29,948,460
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FINANCE INCOME

Interest-short term deposit 305 510447

nlerest- ordinary advances 124 378

Interest-car loans advances 593.276

Interest-mortgage advances 2.954.214

Unrcalized gain on foreign currency

translation 4.813,001
313,995 375

INCOME TAX EXPENSE

05,042,182
3 180
801.954

24505206

321,003,755
629,301,596

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

2010
Kshs
Profitas per financial statements 574,566,252
Adjustments - (371,375,680)
Taxable profit 205,190,566
Tax (@ 30% - 60,957,170

2015
Kshs
1,058,634.967

(665,367,884)

193,267,083

117,980,125
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INVESTVMIENT PROPERTY
Balance b/ wd

Additions

Balance ¢/lwd

INTANGIBLE ASSETS
Cost

Balance b/fwd

Additions

Cost ¢/fwd

Amortisation

Balance b/fwd
Charge for the year

Balance ¢/fwd

Net Carrying amount

CAPITAL WORKS-IN-PROGRESS
Balance b/fwd

Amount mjected during the year
Capitalized

Balance ¢/iwd

STORES INVENTORIES
Capital stores

Stationery stores

FoodstulTs

Net stores inventories

TRADE AND OTHER RECEIVABLES

Trade recervables

Less: provision for impairment losses
Nel trade recervables

Prepayments

Other receivables

Net Receivables

SHORT TERM INVESTMENTS
FDR with consolidated bank () 12.25%
FDR with Chase bank @0 12.5%

FOR with KCB @ 11.25%

RTT money with KCB on call @ 10%
BANK O AFRICA (e 10.75%

CEFC BANK @ 10%

TOTAL

2016

Kshs

[9.598:895: 429

3. 890,411,193

23,445,304,922

|24 ()SI 575
)39, S8

l'n ()91 093

29,948,460

313,521
30,261,981

115,955.236,524
68,328,242 63
3:959:670,651)
180,323,808 524

54068441513
2,779,071

3. Lg 28,460

4,056,994 281
(202,849, 7] 4)
3,854,144,569
59.171,357,887
1,165,130,699
64,190,633,155

125,000,0(
800,000

)0
)00
100,000 (((
0

/00,000,000
2,725,000,000

407,876

2015

JAshs

19.553,893.729
0

| 19,553,893,720.

115,955,2.

30 928810
124,651,575

26,803,387
3,145,073
29,948,460

94,703,114

8.046,880.801
108. 168,911,168
(260,501 lh)_

3,376.411.770

2.332.864
359,835
3,379,104,469

1.827.531.453
(91.376,573)
[,736,154,881
59.483.687.910
901.625.400
02,121,468,197

1,000,000.000

2,813,000,000
47
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CASH DEPOSITS AND GUARANTERS
Kshs 12m 'DR Kenya commercial bank 7079% [5.600 622
[+, 106,999
10,512,799
[3.128.007
21010507
2.068.900
61,.819.229
15,899.910

FDR savings & foans o 65 %

S&d. - Morgage Back up 2 3%

Citibank DPepostt account KELITDERL 062380038 () 2%
KCB Car loan lien (@ 1%

FURL DEPOSTT GUARANTELD @ 2%,

[scrow Retienchment 08981968

Lscrow Bnvitonment | 108982174

KCB- Mottgage Drawdown Alc I 116931868 2,109.403

KCB-SGR Escrow payment A/C-USD L162573333 2 .081,587.210

KCB-SGR Escerow revenue A/C KIEES 162571461 2,708

TOTAL 0,227,176,383

CASH & BANK BALANCISS

Cash in hand

Cash on hand - R 11 7,762

Cash on hand - lmprest holders 769302

Cash on hand - 11Q Cash ollice ) 320,250
Sub total 1,097,314

Bank balances

Account no.

KCB Rent Collections Ale
KCB USD account (USD)
RTL- KCB main a/c
RIT-KCB unprest a/e

KCB - project account
Citibank a/c

Cutibank a/c USD (UUSD)
Opcerational account

Laquity bank

KCB- Land compensation alc
NIC Bank NUTRIP KES A/C
Standard Chattered - RAP Afe
Sub total

TOTAL CASH & BANK BALANCES

GOVERNMENT SUBVENTIONS &

LQUITY
GOK equpment loan. 1971

GOK Eguity for the Puirchase of new equipnent

Conversion of loan to equily

TOTVAL

108981917
LTO170687"
[ 1025903653
1102587699
LTO7161487
300045003
300045011
HLO716E398

0470298041416

162375387
10010040419

12,086,322
18,471,795
3,017,557
694,018
370, 1606.248
9,655,138
168,719
/173,878
[787.812

7 393.718.473
[7.840.05
9,998.025

2,882,205,034

2,8683,302,348

10,000 000
165,000.000

19,0~6,007.177
A0,47-L007,122

13371581
RS U e
G1LVI6,93
[ 2.699 85|
20,506,277
2031195
8./61, 184
3,030,904
3.370,920
3,779,093

1,000

s
—

-
o

3,591,599,767

52,460
360.810

- 150,178
1,049,448

10.574.476
8.907.012
4337889
(169.517)

[20.455.911
8,700,183
164,613

11,867,069

3,918,308
637,190,976
1988 1128

855,336,439

836,385,887

~{(1,000.000
168,000.000

39.956.007.127
0,474,007,122

A8
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Kenya Railways Corporation

Reports and inancial Statements For the financial Period ended June 30, 2016

GRANTS
Ralance R/(orward
Transters during the year(net)

Balance C/forward

RESTRUCTURING RESERVIES
Balance b/fwd

Adjustments

Balance ¢/fwd

Adjustments

Adjustment to fixed assets
Adjustments (o Payables

write offs

fmpairment loss on CGU
Adjustments (o Receivables

ACCUMULATED LOSSES
Balance b/fwd

Adjustments

Restated balance

Profit for the year

Balance ¢/fwd

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

XTIV BANK LOAN

Balance b/fwd

Amount disbursed during the year
Balance ¢/fwd

KCB MORTGAGE
dalance b/ fwd
Amount disbursed during the year

Balance ¢/fwd

PROVISIONS
[.ecave

Municipal rates

surances relundable (o Tormer stall

Gratuitics

10.277.844 099

279,387,809

10,557,231,908

20.079.448.290

3.900.451)
20,075,487,838

(60,000.000)
68 () 37,932

(4,977.481)
3,960,451

(18,091.623,230)

__(137,999,845)
(18.229.623.075)

513,846,500

(17,715,776,569)

90,000
20,000
24,918,842
> 13,100

11,301,834

i 0D 16

123,720,245,893
49,856,742,000

173,576,987,893

SOy O
ISR

300,000,000

270000
156.256.827
29876479
9.253.640
195,636,946

16.801.005.27¢
(0.523.161.177)

_10,277,844,099

20,325,476, /3(,
- (246,028,467)
20,079,448,290.

(93,1006,7806)
(4,109,733)
348,386,099
(5,141,112)
_,Qi!'.(i >0,2,8L!(37,) :

(18,514,313.370)

(517,964,702)
(19,032,278,073)
940,654,842

) ;(16()91 023,230)

90,000
20,000
24,918,842
513,100
11,501,854

123,720 ,'2'4_ 7”8 93

100 000 000

300,000,000

1.893.258
[56.256,827
30.056.666
5,039,764
193,820,515
9
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Kenva Railways Corporation
Reports and Financial Statements For the financial Period ended June 30, 2016

TRADE PAYABLYES

ltade crednors 671056100 P18, 1,00
Stall creditors 01041136 O/ 1 1H8D
Customer deposits T3]330.093 715,636,199
Acctuals L6307 1 GAANIT056
TOTAL 2,197,081,570 1,866,262,471

DEFERRED INCOMY,

Stand premiums/ievenues 276,795,309 289.967,681
SGR Government grant 01,00 1,368.198 15387.351.733
SGR Bserow grant Y. 782,086,676 50403774523
RAP 5,795,832,394 1,895.156,857
NUTRIP 36, /61,651

lLand sales ‘ 323,652,907 323,652,907
TOTAIL 70,260,517,4386 54,011,9006,204

CASH AND CASII EQUIVALENTS

For the purpose ol the cash Tow statement. cash and cash equivalents coniprise the following,

2010 2015

Kshs IKshs
Cash m hand 1,260,408 [.049,448
Cash at bank 2,882,380,087 8§55.336,139
Short term mvestiments ~ 0 2.725,000,000 2.813,000,000
TOTAL _ SOUSG4L095 3669385887

CONTINGENT LIABILITIES.

The Corporation had contmgent liabihities amounting (o Kshs 36.786,849,618 detailed as [ollows-

Kshs Kshs
Faw suits agamst the Corporation yet (o be determined F.868, 841,572 4,180,527,200
Dormant cases 0 500,000,000
Guarantees grven on behalf of the Corporation 287154306 28,715,136
lderman's case - Golf ety project 20.007.611,588 76.187,668,000
Total contingent liabilitics 27.905,174,590 31,1 2(’1?““"10

“Hlatieation is in progress by derman Futerprses agams( the Corporation and KRSRES telaimg o a tender for
a Golt City project within the Rathways clab - Lderman won the tender, however e msisted on change of terms
and conchtions, which the Corporation tefused and henee no contract was entered mito Ldetman s demanding,
Ksh 761 in business loss claims The duectors are of the opmion that the elam can be successfully resisted by
the Corparation
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Kenya Railways Corporation
Reports and Financial Statements For the financial Period ended June 30, 2016

CONTINGENT ASSETS

The Corporation had contingent assets amounting to Kshs. 1. 161,702,175 detailed as follows:

Kshs Kshs
Due from Magadi Soda Company still under discussion 924441851 024.441,851
Due from dormant court cascs 0 206,921,514
Due from Uganda Railways Corporation still under discussion ] B 7 ()7 50,338,810
Total contingent assets o 924,441,85] _1L,161,702,175

RELATED PARTY DISCHOSURES

Partics are considered (o be related il one party has the ability to control the other party or excreise signilicant
influence over the other party m making financial or ope ration decisions, or one other party controls both. The
Government of Kenya is the principal sharcholder in Kenya Railways Corporation. During the year the
Government made the following capital payments on behall of the corporation:-

I<shs ' Kshs
S “ 7 20161 015

(l%h |)Aymu11§ chl(|( (Incuh 0 R/\P cont mclm I 833,435,537 - 8()3 h() 857
( cash deposits to SGR Escrow d/( - USD ] 2 2,494 /()8 738 | , 5,048,( (Ll/l 071

Cash deposits to Land Compensation a/c - I<l S 7' 7 7(%:’5-7),07«2;} -?‘ ) 7 67( 2,680,520
/crlélrll)clwl(l divectly to Geo Sury R - 7 22,780,660
Marine school equipments B S - 7()( 450,716
Sub total 0,681,227,109 15,829,1 ,u,823

The Board of Directors of Kenya Re : esponsible for the governance of
the Corporation and is accountable to the sharcholders and stakeholders in ensuring that the
Corporation complies with the laws and the highest standards of business cthics and corporate
governance.

[n the financial year 2015/16, the Board expenses amounted to kshs 49,281,352, while ¢ compensation
to key management stafl amounted o kshs 48,495,119.3¢




