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Mission and Mandate

Vision,

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 activitics ‘ :
The Corporation's principal activity is lo provide a co-ordinated and integrated system within Kenya
ol:-
i, rail & inland waterways transporl services
i, port [acilities in relation Lo inland waterways transport services
i, Auxiliary road services in connection therewith.

1.3 Concession

After many years ol loss making, the Government decided to coneession [reight and passenger rail
services. Subsequently the KRC ACT was amended Lo allow provision of rail services through
conecession. [n November 20006, the Government and Kenya Railways signed a concession agreement
with Rilt Valley Railways Ltd [or [reight and passenger services,

1.4 Directors
The Directors who served the Corporation during the year/period were as [ollows:

(i) Gen.(Rtd.) Jeremiah M. Kianga, EGH,CBS  Chairman

(i) Mr. Atanas K, Maina Managing Director

(ii)  Dr. Henry Rotich CS - Treasury (Alt. Esther Koimett, CBS, EBS)
(iv)  Mr. [rungu Nyakera Ps- MOTIHHUD (Alt. Mr.Duncan Hunda)

(v)  Mr.Gichiri Ndua Managing Director - KPA up (o 9th l'eb 2016
(vi)  Ms Catherine Mturi Wairi Ag. Managing Director - KPA wel 9th Feb 2016
(vii)  Mr. Erick N. Kochellah Director up to 14" Octaber 2015

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

(ix)  Dr. Macharia [rungu Director up to 2" October 2015

(x) Mrs, Hellen Wamuiga Karu Director

(xi)  Mr. John Kimanthi Maingi Director

(xil) M. Joseph Cheruiyot Director

(xit1)  Amb. Dr. John M. Mutiso Director with effect from 2™ October 2015
(xiv) Mr. Herman N. Gaitho Director with effect from 15" October 2015
(xv)  Mus. Juliette ). Kipkorir Director with effect from 15" October 2015
(xvi) Ms Hellen Mungania Corporation Scerelary

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

OIT Haile Sellasie Avenue

P.O Box 30121-00100
NAIROBI
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CORPORATE INFORMATION (CONTINUD)
1.6 Corporate Headquarters

Kenya Railways [HeadQuarlers
Haile Sellasic Avenue

P.O Box 30121-00100
NAIROBI

1.7 Corporate Contacts

Telephone: 1254 (0) 709907000

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

Websile: www kre.co.ke

1.6 Corporate Bankers

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

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

i, FEqguity Bank
Moi Avenue Branch
P.O Box 75104, 00200
NATROBI

1.9 Independent auditor

Auditor General

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

IO Prineipal Legal Advisors
Professor Lamumba Mo & Clo,

f Behan Okero Advocales 4 Advocales

.0, Box 1234 - 40100 .0 ox 1067600400

KISUME NATRORE

Mukite  Musangr & Co, Musinga Munyithya & Co,
0 Advocates 9 Advocales

12.00. Box 149-20100 .0, Box 84367-80100

NAKURU MOMBASA

Mutonyi ~ Mbiyu &  Co.

3 Advocales [0 Tom Mutei Advocales
PO Box 14219 .00, Box 728930100
NAIKURL LBORIT
Ndegwn  Muthama & Kalisya
fl Oraro & Co. Advocales [ Advocates
2.0, Box 3123600200 POBOXSYITI] - 80100
NATROBI MOMBASA
Ochieng Onyango Kibel & Ohanga
5 Mwanilki Giachoka & Co. Advoeales 12 Advocales
2.0, Boax 1343900800 2.0, Box 45170-00100
MNATRO] MATIZEM
[namelar & [namclar
6 Advocales 3 Miller & Co. Advoealey
2.0, Box 4389 (-00100 2.0, Box 43707-00100
MATROBIE NATROBE
7 Kalya & Co. Advocales

12.0. Box 235
ICEDOREE
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2.0 THE BOARD OF DIRECTORS

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

Chairman

General Jeremiah Mutinda Kianga was borm on 26 April 1950 He holds a Masters
Degree in Strategy and Military Science from (he Kansas University USA.,

Prior (o his appointment as Chairman of (he Board of Directors of (he Kenya Railways
Corporation in 2011, Gen. (R(d) Jeremiah M. [Kranga wag the immediate former Chief
ol the Delence Forees in the Kenya defence Forces. e s 42 yeas expericnce in
military training, leadership and command

Mr. Atanas I<. Maina - -

Managing Dirccior

Mr Atanas 1<. Maina ( born on 4" August 1966), holds a Bachelos Degree in Law
from the University of Nairobi, Postgraduate Diploma in Law from (he Kenya School
of Law. He is a Cerlified Public Secretary (CPS) and an Associae Member of the
Chartered Institute of Arbitralors.

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* December 2012, Under this
capacity, he was involved in the provision of in house legal counsel and company
secretarial services.

Mr Irungu Nyakera
PS- Transport services

Mt Nyakera was born an 13" May 1982, he holds a Bachelor of Science, Management
Science and Lngineering (Financial Analysis and Decision FEngineering) from (he
Stanford University, CA, USA and a Post Graduate Program- Courseworlk in Computer
Science, Physics and rench-Graduated Cum-Laude

Prior to his appointment, he was the Managing Direclor of FEquity Iivestment Bank,
Subsidiary of Lquity Group Holdings, . He also worked as a Regiomal Director, Fast
and Southern Africa, Managing Director NIC Capital Limited having previously been
a Senior Associate, Deputy General Manager, General Manager at the saume firm). He
also worked with Citigroup Global Markets, as a Financial Analyst, Emerging Markets

lnvestment Banking Team, London, UK and a Summer Analyst, New York, NY

Vir. Henry Rotich

Cabinet Seeretary, National Treasury

Mr. Henry Rotich (47 years) is the Cabinet Secretary for the National Treasury. He

holds a Master’s Degree in Fconomics and a Bachelors Degree in Feonomics (Iirst

Class Monours), both fram University of Nairabi. e also holds a Master's Degree in
Public Administration (MPA) [rom Harvard University.

.. Prior Lo this appointment, Mr. Rotich was the head of Macroeco nomics at the Treasury,
Ministry of Iinance, since March 2006, Under this capacily, he was involved In

Vi [ormulation ol macrocconamic policies that ensured an affordable and sustainable path

G0l public spending aimed at achieving the Government’s development prioritics. He

Talso worked al the Research Department of the Central Bank of Kenya since 1994

Between 2001 and 2004, he was atlached (o the International Monetary Fund (IMI)
local office in Nairobi to work as an economist,
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Ar.Gichivi Ndua
anaging Director up to 90 February 2016

Mr Gichiri Neua (borm on 26 August 1956) holds a Masters degree in Leonomics
rom the University ol Naivobi. e is the current President ol the  International
Association ol Ports and Hacbours (IAPHY and is the fiest Afvican CEO o hold this
post. He is also a member of the lostitute of Economic AlMairs and Kenya Institute of
Managemenl

Ms. Catherine M{uri Wairi -
Ag. Managing Dircctor with effect from 9¢h February 2016

Ms Catherine Mturi Wairi was born in the 19705 holds a Bachelar of Science
Q lonours) in Finance and Accounting from United States University, Naicobi and a
Aoster of Business Administation [ram the same institution. She is acertilied Public
Accountant of Kenya — CPA (K) and certilied Public Secretary of Kenya - CPS(K). In
acddition to this, she is also a certificd SAP Consultant, Finance. She has worked at
{KPA for the last 23 years, having joined as a junior accountant | 1993.She previously
vorked as Manager lor Finance as well as manaeer foe Financial Accounting and
("‘l\f!aumgcr lor Management Accounting,

e
-

Mr. firiek N. Konchellah Director up to 14" Octoher 2015

Mr Erick N. Konchellah was Born on 1™ January 1950, He's a CPA | & ACNC | & 11
tior Lo appointment as a member of the Kenya Railways Board of Directors, Mr.
Konchellah worleed Tor the Kenya Dairy Board for a period of 26 years belween 1976

and 2002 as an Accountant 1, Administrative Assistant and Accounts Clerk (.
Previously he waorked as a Clerical ofTicer in the salary scetion and the accounts

department of the Ministry of Waorks

Mr. Ahmed Haji Tssa Direetor up to 14™ October 2015

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

Mr. Ahmed Tssa is a businessman and business advisor by profession with experience
m the Financial and Investments industry
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pr. MH-‘-"h:"‘ri““i":‘-‘-“g“ Director l‘ll.’_ to 2nd October 2015

Dr Macharia [rungu is a Doctor of Philosophy (Slrategic Management) - University of

Nairobl. Holds a Masters in Business Administration (Marketing) from NU (USA) and
=-?a Bachelor ol Science (Chemistry) - University of Nairobi
s‘l He is also a member of the American Chamber of Commerce

Dr. Macharia [rungu has 18 years experience in different Senior Maageiment roles in
#1 the oil industry in Kenya and Alvica as well as 3 years experience in chemical and X-
- ray analysis as a senior Industrial Chemist. He is also a Universily lecturer in Strategic
. /  Management, Research Methods and I.eadership

“Mr. Johw Kimanthi Maingi
Appointed on 17th April 2015

Mt John Kimanthi Maingi was born on 15" May 1962, e has a CPA 1from
Strathmore University

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

Mir. Joseph Cheruiyol
Appointed on 17th April 2015

M Joseph Cheruiyot was born on 217 April 1948. He halds a P1 Certificale from the
Kisii Teachers College

He was the Fducation Officer — Kuresoi Division between 1996 and 2003, the
Divisional Inspector of School -~ Keringet Division between 1994 and 1996, the
“Assislant primary school inspector - Molo South Zone between 1989 and 1994 and had
various leaching positions between 1974 and 1989.

Mrs. Hellen Wamuiga Karu

Appointed on 17th April 2015

Mrs Hellen Wamuiga Karu was born on 22" Octlober 1968, she holdsa Post Graduate
Diploma in Project Planning and Management — University of Nairobi and a Bachelor
of Arts in Building Economics — University of Nairabi, She is a Graduate Member of
the Institute of Quantity Surveyors of Kenya (1QSK)

Mus. Hellen Wamuiga has 20 years experience in successful event and project
planning, development and management. expertise in managine construction and
project mainlenance, events organization, contract negoliations  and budget
management. She is currently the Fstales Manager al the Jomo [Kenyatta Universily of
Agriculture and Technology (JKUAT)

0
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Amb, Dr. John Mutinda Muliso
o " Appointed on Znd October 2015
' Born on 26" July 1965, Amb D Jobm Mutinda Mutiso i 4 Doctor of Flilosophy i
Finance, JOOUST University. He holds an MBA (Finance) DI BAMU U niversity,
India, BA (Statistics, Feon, & Public Admin) from the Government € ollege ol Ars &
Seiences, Licentiale Certificate ol the Institute of Insurance.- Fellow Certilicate
RGP (UK) Diploma in Journalism and Mass Communication. Homiman € ollege.
Visitors Programme in US Finaneial Systems. He is a member of Public Relationp
Society ol Kenya (PRSK).
rior o his appointment, Amb. Dr. John Mutiso was the High Commissioner to the
: United Republie of Tanzania between 2009 and 2013, e was also the Member of
‘arliament (M.P) lor Kilome Constituency and Deputy Chicl Whip between 2001 an.
~1 2007 and the Assistant Manager Furniture Center between 1992 and 1994
Mrs. Juliel ]vpiuu l\l]'}h()ll]
Appointed on 15" October 2015
Born on 12" December 1977, Mrs Julicl Jeptoo holds an MBA Marketing and
Bachelor of Commerce (Marketing) (rom the Kisii University. she has Higher Diplorm»
i Human Resource from the Rehema [nstitute and Diplomas in Public Relations ang
Foad Sciences and Technology from the Kaimoi Technical Institute & Royal Institute
of Management Studies respectively, She is also a Trainer of Trainees UN Women
Mrs. Julietle Jeptoo was the Human Resource and Training Manager of JoyTul Wonun
Organization between 2010 and 2013

Mur. Herman Gaitho

Appointed on 15" October 2015

Born on 22" September 1962, Mr Gaitho holds a Post Graduale degree in Computer
Science, -BSe (Hons) in Electrical and Flectronies Engineering from the University of
Nairobi

He has experience in the flield of 1CT of 27 years in Banking and Finance and 3 3 oyenrs
experience as an 1CT Consultant. His specialization is in (he arcas of projec
management, business process re-engineering, application  development,  syslen ‘
integration, training and payment (echnologies

Ms Hellen Mungania I
Corporation Secretary

Borm on 5th October 1972, Ms Hellen Mungania has been the Corporation Secrelar
since May 2013.8he holds a Bachelor of [Law degree [rom the University ol Nairobi
and a Post Graduate Diploma in Law [rom the Kenya School of Law and a Diploma i
Human Resource Management - Kenya Institute of Management .She is a member ol
Commonwealth Lawyers Association Kenya, Law Sociely and [CPSK ‘
She  has experience in the ficld of litigation. insurance law and company secretaria!
dpractice and previously worked as the Legal Officer in the Kenya Literalure Burcau
Hbetween 2004 and 2009 belore being promoted o the Legal Services Manager. She has
also served as o Legal Officer in Galeway Insurance Company lfor 2 years, State
Coungel 11 in the Attorney Gieneral's Chambers belween 2000 and 200 1and worked us
an advocate at Gitobu Imanyara & Company Advocates |
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Mr. Atanas Kariuli Maina
Managing Dircetor

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

He is member of Commonwealth Lawyers Associalionand Kenya Law
Sociely

Corporation Seeretary
Qualificalions:
Bachelor of Law degree and a Post Graduate Diploma in Law,

She is a member of Commonwealth Lawyers Association I<enya, Law
Society and [CPSK
Ms. Milly Kizili
Principal RTI

Qualifications:

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

CPA Alfred Matheka -
General Manager Finance
Qualifications:

MBA in stralegic management and
accounting, Cerlified I'inancial Modeller

Bachelor of Commerce in

e is Member ol TCPAK

ling. Maxwell Mengich

3
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Qualilications:
I3s¢ Civil Engineering,

He is member of Engincers Registeation Board of Kenya
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ing Benedicl Kimau
General Manager Concession

Qualilications:
Bse Civil engineering

He s aomember of Engineers Registration Board ol Kenva

Mr. Thuranira Kinagwi

Gen. Manager - Business

Qualifications:

BA(Land FEconomies); MBA: PGDip in Markeling Management; Dip in

Management Information Systems

He s a member ol KIM, IMIES (LK)

Mg Josephine Masibo
HR & Admin Manager

Qualilications:
BA, MBA, PGDIP FIRM and training in HR management Skills

She is a a member of THRM
Mr., Remmy Koceh
Risk & Audit Manager

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

He is a member o TCPAK & [SACA

NMs Luey Njoroge
Procurcement Manager

Qualilications:
MBA e Strategic Management. Crraduale Diploma in Procurement &
Supply, Certificate in - Lxecutive leadership, Certilicale in Projecl

[eadership, Bachelor of Science in Mathematics.

Sheis amember ol CHPS & KISM
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Security Services Manager

Qualifications:
BSc in Military Science, Dip in Military Seience

Ms Mary Oyulke

Corporate Affairs Manager
Qualifications:

Maslers in Corporale Communication, Bsc in Family & Consumer
studies

She is a member of Marketing Sociely of Kenya- MSK

Mr. [hrahim Mwadime
ICT Manager

Qualifications:
Masters in Information Science, Dip in Information Studies

He is a Member of 1LIMIS




Kenya Railweays Corporation
Reparts and Financial Statements For the financial Period ended June 30, 2016

4.0 CHAIRMAN'S STATEMEBNT

I"(}R[*‘.W()Rl}

[ have pleasure in presenting lhu annual report and linancial stalements for Kenya Railways
Corporation lor the year ended 30" June 2016, Although 2015/16 remained a challenging year, | am
alad to report that we remained right on track and focused on our strategic priorities of making rail
the prelerred transport mode ol chmc ¢ for freight and passengers.

BUSINESS ENVIRONMINT

Despite having made significant progress in infrastructure c[cvclopmcnl i recenl years, Kenya's
transport infrastructure 15 inadequale to meel the country’s needs. The country’s infrastiucture
dicators may look relatively good u}mpaml o ather low-income countries in Allica, but they
remain below the levels found in Africa’s middle income economies, like Egypl or Nigeria. Bringing
Kenya's frastrueture up lo the level of the region’s middle-income countries could boost annual
prowth by more than theee percentage potnls.

[Kenya's development plans include significant improvements to roacls, railways, seaporls, airports,
waler and sanitation, as the country nll(‘mpv lo increase ils competitiveness in the global market.

Road and rail connections with neighbouring countrics are still limiled, bul Kenya could be an
important regional hub for air tansport, mll\\'iy cand ports. In the last decade, we have learned a lot
as a corporalion and we are investing [or the future, With a solid commitment (o our customers. the
environmenl and the communitics we serve, we are developing the Standard Gauge Railway (SGR)
Lo position Kenya Railways as a central pillar of the solulion o our tational and regional
transportation challenges now and in the foresceable future.

INDUSTRY TRICNIRS

The transportation industry in Kenya is largely controlled by toad teucks. tansporting nearly 98% of
fretght from the port of Mombasi The metre gauge railway operations are facing challenges and only
managed Lo haul 2% of the freight, Clearly his i 7 problent we lisd L sl s Kenva Railways

ilends lo dedicate considerable adention (o it in the COMing years.

FENANCIAL PERFORMANCE
The Corporation recorded a profit before tax of Ksh 374million (2004/15, Ksh. 1,058 willion). The
timprovement in the economy and prevailing market conditions are expected Lo |.||m..-l|t. this.
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CHAIRMAN'S STATEMENT (CONTINUED)

STRATEGIC FOCUS

These results reflect our stratepic [beus Lo manage railway assets and Services in the mostellicient and
innovalive way o maximize performance. With the implementation of our core slrategic arcas, we
believe thal we will increase productivily, enhance corporate governance, improve risk management
and internal control systems, produce sustainable linancial growth, receive high relurn on our
investment, increase carporation’s sharcholder value and enhance investor conlidence,

LOOKING AHEAD TO 2017

The progress on Phase 1 of the SGR project stood at 88% as a1 3011 J une 2016 and we are determined
to complele it in readiness for the launch on st June 2017, 1n 2017 (he Corporation will be engaged
in preparation for the operationalization ol (SGR) phase |; commencement of construction of Phase
2 ol SGR; managing and finding a solution for the concession; implementation of the RTT Master
plan and leasing oul the KenRail Towers,

CORPORATE SOCIAL RESPONSIBILITY

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

DIVIDEND

Our commitment to grow sharcholder value remaing intact as evidenced by the strong full year
performance. The pre tax profit for the year stood at Kshs 574 million. | lowever, we donol intend (o
pay out dividends this year.

APPRIECIATION

I take this opportunity to recard my sincere gratitude to the Government of Kenya.

L convey my appreciation to my colleagues on the Board for their invaluable contibution and
dedication o take the Corporation (o grealer heights, | express my thankfulness to the valued
customers and investors for their sustained support to the corporation. 1 also assure you that *Team
Kenya Railways’ will measure up (o your expectations and strive (o perform even beyond.

I commend the management and stalt for working tirelessly Lo achieve the level of business growth
that we witnessed during the year, | am confident thal they shall spare no effort Lo atlain and surpass
the targets we have sel for the new [inancial year and according o the 2012-2017 Stralegic Plan. In
conclusion T thank our stakeholders and business partners Tor supporting the Corporation in various
ways. We are confident that with your support Kenya Railways will continue (o play ils ightful role
in the Country’s cconomic agenda,

P O B S A A

"f'H AN YO

Jlerémiah M. Kianga, EGH.CBS
CHAIRMAN
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500 MAMAGING DIRECTORYS ST VIR

PIERFORMANCIS

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

FINANCIAL RESULTS

The Corporation reported a pre (ax profit of Kshs 574 million during the lnancial year ended 3
June 2016 compared (o Kshs 1,058 million during, the fnancial year ended 30th June 2
representing a 46% decrease in profitability.

Oth
5

20015/16 YEAIRIN REVIICW

This year saw huge investment in our capital program, particularly on the Standard Gauge Railway
project. For us (o grow as a business over (he long lerm and achieve our vision of making, ail the
preleried mode of transport in Keaya. we lirst and foremost necd (o offer and deliver reliable and
compelitive services and (he required capacity available for growth; bul we alsa need to build =
strong ratl brand, continue (o make rail casicor (o use and develop a banguet of supply chain solutions
with rail as dominant component.

The moderization of railway infrastructure (hrough fnvesting in new standard eauee milway and
commuter ratl in Nairobi is an atlestation (o our commitment o bringing more lteight and passengers
onto rail.,

ZU T ARG £ A ERETEY A 2
RULITRALLY Yo/l 80 At
As a Corporation we realize thal our corporate objectives cannol be met without the support of

commitled, contented and loyal stall. We cealise that it is important that our stafl completely
interialize what our corporate objectives are. whal we aim Lo achicve and where we wanl (o be in tie
(Utire in every area ol our operations. To (his end. we continue Lo focus on the skills and capabilitics
ol our stalf through performance management, suceession planning and development progranimes,
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MANAGING DIRECTOR’S STATEMENT- CONTINUED

CORPORATE SOCIAL RESPONSIBILITY

As Kenya Railways, we promole Good ( ‘orporate Cilizenship, We make the promise that we will
remain conscious of the lives and livelihoods of (he people in the communilies we operate in, and
will participate in projects thal provide both emotional and linancial support in demonstiation of our
commitiment to social tesponsibility. We have an elaborate corporate social responsibility policy
inlegral o our daily operations.

THE FUTURE

The business environment is extremely dynamic, unpredictable and characterised by cut-throat
competition. Only entitics [ortilicd by appropriate strategies will survive or thrive, Unprepared
businesses will surely be carnage on the wayside o “Business Avenue”, As a Corporation we believe
we have (he strategy thal will take Kenya Ratlways to the next level of operational clficieney and
suceess within its operating business environment, I'o sustain our continued expansion and relevance
to this elfect we have initiated capital investment programs geared to modernization ol ril transporl
to move more cargo and people in efficient and cost effective way. Over the long tem, | am very
optimistic about the future ol 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 execute international best practices.

CONCLUSION

In conclusion, 1 take this opportunity (o sincerely express my appreciation o the Government of
Kenya [or continued support and the Board of Dirsclors for its wise counsel and auidance. 1 also
thank the Management (eam of Kenya Railways [or (heir lireless efforl towards our corporale
objectives. | greatly appreciate the conlinued support ol our customers and stakeholders without
which we would not have achieved our objectives. We believe 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
[ranspaorl services”

THANK YOU

¢
ﬁ\-/ \IAA DO S

A

A0 BMaina

MANAGING DIRECTOR

g
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The Board ol Dircctors of Kenya Railways Corporation is responsible for the soverance ol the
Corporation and is accountable to the shareholders and stakeholders in ensuring that the Corporation
complics with the laws and the highest standards ol business ethies and corporate sovernance.
Accordingly the Board attaches very high importance (o the generally aceepled corporale sovermnance
practices and has cimbraced the internationally developed principles and code ol best practice ol good
corporale sovernance.

Board of Dirccetors

The roles and Tunctions of the Chairman and the Managing Director are distinet and their re speelive
responsibilities clearly defined within the Corporation. The Board comprises of 12 (twelve) directors
ten (10) ol whom are independent non-executive directors including the Chairman.

The Board defines the Corporation’s strategies, objectives and values and ensures that procedures and
practices are sel in place (o ensure effective control aver strategie. (inancial, operational and
compliance issues. The dircctors bring a wealth of experience and knowledoe (o the Board’s
deliberations. Lxcept for ditection and guidance on general policy, the Board delegates authority of
s day-to-day business Lo the Management through the Managing Director, ‘The Board nonetheless is
responsible for (he stewardship of the Corporation and assumes responsibilitics (or the elfeetive
contral over the Corporation. The Corporation Secretary atiends all meetings ol the Board and
advises the Board on all corporate governance matters as well as prevailing statutory requirements.
As the Corporation is a Slale Corporation, the [nspector General of State Corporations (rom time (o
time attends meetings of the Board and Board Commitices [or oversight and advisory pUrposes in
accordance with the State Corporations Act,

Board Meelings

The Board holds meetings on a regular basis while special meetings are called when it is deemed
necessary 1o do so. The Board held 4 regular and 13 special meetings during the year under review,
The attendance per board member was as (ollows:-

BOARD MEMBIGR | SCHEDULED | SPECIAL [ TOTAL
| GEN. (RTD) JEREMIAT M, KIANGA Ll g [ 16
MR, A. K. MAINA | ] 4 Y
MR.HENRY ROTICH B N 15
MR. DUNCAN HUNDA B 4 s
MR. GICHIRI NDUA . ( 5 G
MR. ERICK KONCHELLALL | 7 8
MR, AHMED AL SSA | 1 8
DR MACHARIA IRUNGU a 4 g

MI M Fl!IIIw.’\J \tw\\\lllif,r\ AL !

MR JOHN KIMANTI T MAING! _ |

MRUJOSEPH CHERUTYOT | | 4 _

AMB. DR, JOHN MUTINDA 3 9 E
MR HERMAN GATTTIO ) 7 10
MRS, JULIETTE P00 ; |

MR, PETER WAWERL ; 4 4
MS HELLEN MUNGANIA ” : | 13 17
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STATEMENT OF CORPORATE GOVERNANCE (CONTINUED)

COMMITTEES OF THE BOARD

The Board has sel up the following principal Committees which meet under well defined terms of
reference sel by the Board, This is intended (o facilitate efficient decision making ol the Board in
discharging, its duties and responsibilities.

a) Risk & Audit Committee
The Risk & Audit Committee assists the Board in fulfilling its corporale governance
responsibilities and in particular in cnhancing internal and fostering, elfective intemal audits

[unction.
The membership of the Audit Commillee is comprised as follows:
L Mr. Kimanthi Maing; Chairperson

it Mr. Herman Gaitho

i, Mr. Joseph Cheruiyol

iv.Principal Secretary, Ministry of Transport and Infrastructure or Allernate
v.Cabinet Secretary, National Treasury or Allernale (By invitalion)
vi.Inspector of State Corporations ar Representalive (By invitation)

The Commitlee held 3 regular and 4 special meelings in the year under review. T'he allendance per
board member was as [ollows:-

(BOARDMEMBER " ™ " " [ SCHEDULED | SPRCIAL | TOTAL
MR A. K MAINA S T
MR HENRYROTICH 7~ = " "7[3 — 14— g
MR. DUNCAN HUNDA SR B S B R .
MR, AHMED LIAJISSA — e——————— I s———
MIs IERMANGATTED —_ ~ 7 3 g —
MR, KIMANTHI MAING] - I S | el v
LG IOSEPHCHERUDYOT "~ " lp o 14 g
MLHERMAHOAITD 18 e
Lot Bo E e 10 R Sy | | 12
MOHLILENMUNGANI, e T T

h) Finance & HIR Committee

The Finance & HR Commitlee is tasked with review of financial performance of the coporation as
well as annual reports prior to publication. 1t also considers and recommends Lo (le Board [or
approval all the human resource policies relating o torme and conditions of service, and placement of
management stalt,

The membership of the Finance & Human Resources Commitlee is comprised as [ollows

(1) Mr. Joseph Cheruiyol Chairperson

(i) Amb. Dr. John Mutinda

(iif) Ms. Julictte leploo Kipkorir

(iv) Principal Secretary, Ministey of Transport and Infrasteucture or Allernale
(v) Cabinet Secretary, National Treasury or Allernate
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STATEMENT OF CORPORATE GOVERNANCE (CONTINUEL)

The Committee held 4 reoular and 8
board member was as [ollows:-

spectal meetinesy

) the yeae under review,

Phe

BOARD MEMBIR SCHEDULED | SPECIAL | TOTAL
MIL AL K MAINA 4 8 12
MR, HENRY ROTICH | 4 8 |E;
MR. DUNCAN TTUNDA 4 7 i
MR, ERICK KONCHILLALL | 2 3
DR MACHARIA IRUNGU | 2 3
MRS, HELLEN WAMUIGA 12 12 R
MR, PETER WAWERU 11 | 2
MR JOSEPH CHERUTYO'T 12 g | 10
AMB. DR, JOHN MUTISO 2 | 8 10
MRS. JULIETTE JEPTOO ) 8 10
MS. HELEN MUNGANIA 4 | 8 12

atiendance e

¢) Business & Concession Commitfee

This Commillee assists the Board in fullilling its oversight responsibilities relating to monitoring the
performance of the concessionaire, reviewing various conceptual projects by management and
recomimending them (o the Board lor adoption and approval,

The membership of the Business & Concession Commitlee is comprised as follows

(i) Amb. Dr. Johin Mutinda

(i) Mrs. Hellen Wamuiga I<aru
(i11) Mr. Herman Gaitho

(iv) Prineipal Secretary, Ministey ol Transport and Infrastructure or Allernate
(v) Cabinel Secretary, National Treasury or Alternale

(vi) Inspectorate ol Stale Corporations or Representative (By invitation)

Chairperson

The Commitlee held 4 regular & 5 special meetings in (he year under review, The attendance per

board member was as [ollows:

BOARD MIEMBIR SCHEBULED | SPECIAL | TOTAL
MR, A. K. MAINA 3 4 7
MR. HENRY ROTICH |2 4 6
Am\nlN(ANHUNnA 2 2 4
fviie. l\{\. i\ ]\()f\n AR 1. I A i | |
MRS, HELLEN WAMUIGA 3 4 7
MR, KIMANTHI MAINCII ( |
MR, LIERMAN GAITHO 3 3 6
MR, PETER WAWERL 2 2
AMI. JOTIN MUTINDA 3 3 0
MS HELLEN MUNGANIA 3 ‘ 7
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Keports and Financial Statements or the financial Period ended June 30, 2016
STATEMENT OF CORPORATE GOVERNANCIE (CONTINUID)

d) Strategic Project Committee

This commitlee is tasked with receiving and reviewing

projects and monitoring (he overall implementation of

for meeting targets are strictly mel.
The membership of the Strategic projects Commitlee is comprised as [ollows

reports on sludies carried oul will respect of
projects and in particular ensure that timelines

(1) Mrs. Hellen Wamuiga Kary Chairperson

(i1) Ms. Juliette Jeptoo Kipkorir

(iii) Mr. Kimanthi Maingi

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

(vi)Inspectorate of State Corporations or Representative (I3y invitation)

The Committee held 6 regular meetings 3 special meelings in the year under review. The allendance
per board member was as lollows:-

| BOARD MEMBER - | SPECIAL [ TOTAL,
GEN. (RTD) IEREMIAH M, 1 13
_l;;_[_ANGA,]&&G[—I,C?I};E;_ - o -

MRAKMAINA e Ty g
MR, HENRY ROTICH e 2 s
MR DUNCANHUNDA =~ 16— — 1 [7
MG AHMBEDHAJTISSA .~ fF g
DR MACHARIAIRUNGU 59— " 5 '
MR. KIMANTHI MAINGTL g 2 s
MRS, HELLEN WAMUIGA — — — 16—~ [3  g
MRS, JULIETTE IEPTOO s 2 IEED '
MSHELLENMUNGANIA 6 "3 |9

Risk Management and Internal Controls

The Corporation has defined procedures and financial controls o ensure the reporting of complele
and accurale accounting information. These cover systems for ablaining authority for all lransaclions
and for ensuring compliance with the laws and regulations  that have significanl financial
implications.

In reviewing the effectivencss of the internal control system, the Board takes into accounl the results
of work carried oul (o audit and review the aclivities of the Corporation. The Board also consiclers the
management. accounts for each auarler. reports from each Boad Committee, annual budgetary
proposals, major issues and strategic opportunities lor the Carporation.

As an integral stralogy in achieving ils corporale goals, the Board cnsures that an oplimal mix
between risk and return is maintained. To achieve this goal, a risk management and governance
framework has been put in place lo assist the Board in understanding business risk issucs and key
performance indicators alTecting the ability of the Corporation o achieve its objectives both in the
short and long term.
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STATEMENT QI CORPORATE GOVERNANCE (CONTINUED)

Clreating Sharcholdors? Vatoe

I ordec to assare the sharcholders ol the Corporation’s commitment o activities thal coeate
cuhance shareholder value. the Board signs a performance contracl with the Covernment as well as
sets Corporate Performance strategies with Management and continues (o perform an annual
evaluation exercise Lo review and audit it vole and success or olhierwise 1o mecl Ui challengcs
cnvisased al the beginning ol cach year, '

Dircectors’ Kmoluments

The aggregale amount of emoluments paid (o dircetors for services rendered during the financial year
2016 are disclosed in the noles Lo the linancial statements under note 3. Non-exccutive directors are
paid sitting allowances for every meeting attended,

fmployees

The Corporation seeks to adhere (o the principles of vood governance s appropriate. The
Corporation is a non-discriminatory employer operating an equal opportunitics policy which aims (o
climinate unfair discrimination, harassment and vietimisation. The Corporation is commilted 1o
cosuring all andividuals are trealed fairly. with respeet and are valued ivespective of vender,
cisability, social elass, nationality, religion, marital status. age, coployment status, membership or
non-membership ol a trade union.

Information and Board Developments

The Board receives detailed briefing papers and reports on the business (0 be conducted al cach
meeting one week in advance of the meeting.

All directors have access (o the advice and services of the corporalion sceretary who, if necessary.
has access o exlernal legal advice.

Divectors receive induction training on appointment lo the Board which is tailored o their individual
needs and experience. Information is provided Lo Direetors on their responsibilitics, reculations and
legal obligations.
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7.0 CORPORATE SOCIAL RESPONSIBILITY STATEMENT

Corporate Social Responsibility (CSR) is now an integral part ol Kenya Railways cultue. Guided by
an existing policy and deep commitmenl (o making a dilference in people’s lives, the Corporation
commils a substantial budgetary allocation each year 1o CSR initiatives. In the year under review, the
Corporation conlinued to supporl CSR programmes in its (raditional aress ol focus which are health
care, environment, education, and sponsorship ol communily initialives.

During the year under review, the following CSR activities were undertaken:-
L Sponsorships
- Inaugural Syokimau Road Race
- Kwale Marathon
- Golf tournaments
1. Participation in the First Lacdy's Marathon/ Beyond Zero campaign
i. A visit and donations (o Angaza Sports Cenlre
tv.  Annual Tree planting in Chepalungu Forest, Bomet County

i.  Sponsorships

Inaugural Spokimau Road Race
Given the strategic location of the Syokimau Railway station, Kenya Railways is among key
stakeholders of the Syokimau area. [n this regard, the Corporation sponsored the inauguil Syokimau
Annual Road Race, which was held on August 29, 2015 Organized by the Syokimau Residents
Association (SRA), the event altracted close to 1,000 participants, who participated in the 2.5 km,
Skmand 10km races.

The purpose of the road race was (o raise funds to rehabilitate one of the idle public lands, converting
itinto a public sports field for the Syokimau Community.

Kwale Marathon
The third edition of the Kwale county marathon took place on December 26, 2015 al Mwaluphamba
Secondary School, Burani village. The event dubbed “Talanta Zetu Maisha Yetu” atmed at creating
awareness on the need to prolect waler springs, water sources and (he environment of Mwalu phamba
localion and Mkongani ward as a whole. It was also geared lowards nurturing upcoming sporls
personalitics in the area, as well as enhancing peace and co-existence among (he difTerent
communities.

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

Salf toiiiamenis
The Corporation sponsored (wo goll tournaments in the Financial Year- the Railway Goll” Club
lournament as well as the Muthaiga Caplains Prize tournament, which both aimed al building
relationships with the sports fraternity.
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i First Lady's Half Mavathon/ Beyond Zero Campaien
A team from Kenya Railways joined Her Exeellency Mrs. Margaret Kenyalla and thousands of other
participants for the third edition of the First Lady's Tall Mearathon held on Mareh 6. 2016, The mce
was [Tagged ol Fat Nyayo stadium and saw participants crossing the lnishing line al the same venue.
The enthusiastic leam participated in the various calegories which ineluded the twenty one. ten. live
and (wo kilomeler races.

Under the initiative commonly relerred Lo as the "Beyond Zero campaian”, the First Lady's ollice
partners with various stakeholders in raising (unds (o promote maternal, newborn and child health in
Kenya, through the establishment of mobile clinics. Some ol the areas allceted by high maternal and
child mortality rates include areas traversed by the Standard Gauge Railway project.

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

AR




Kenya Raitways Corporation
Reports and Financial Statements For the financial Period ended June 30, 2016

ili.  Visit and Donations to Angaza Sports Centre

Members of staff drawn from different Departments al the Corporation visited Angaza Sports Centre
tn Kiandutu, Thika on April 1, 2016, The visit was aimed at providing support lor the Centre through
the Corporation’s Corporate Social Responsibility initiatives. Duri ng the visil, 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 assis! by sponsoring their
various programmes which include Miaa Safi, Go Sisters, Rafiki Club and Angaz Ndolo. The
Centre was founded in 2008 and sels oul Lo intervene in the daily lives ol (he youth (hrough sports,
environmental and entrepreneurship initiatives, The specific areas of locus include [HIV/AIDS
awareness and life skills, economic empowerment initiatives, education, the girl-child empowerment
and peace building and reconciliation. The Centre upholds the power of sports as an all terrain
vehicle for addressing he initiatives,
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iv.  T'ree planting in Bomet County

As part ol the Corporation’s CSR aclivities, members ol stall contributed o environmental
conservation and rehabilitation by planting 10,000 indigenous trees in Chepalungu forest in Singiroi
block of Bomet County, The Corporation had in FY 2014/20153 planted (rees in (he same acca, and
this sccond exercise was not only aimed al introducing vesetation cover in the Mau forest which had
been depleted over the years as a result of human aclivities in the region, but to alse have a more
significant contribution towards this, by planting in a larger area (hat would enhance community
ownership of the project,
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Reparts and Financial Statements For the financial Period ended June 30, 2016

8.0 REPORT OF THE DIRECTORS

The Directors submit their report together with the audited Apancial statements for the vear anded
June 30, 2016 which show the state ol the Corporation s alTairs.

Principal activities

The Corporation's principal activily is Lo provide a co-ordinated and integrated system within Kenya
ol vail & inland walerways transporl services. port lacilities in relation 1o inland waterways Lranspor
services and auxiliary road services in conneclion therewith.

Results

The results of the Corporation for the year ended June 30, 2016 are set oul on page 27,

Dividends

The directors have not declaved any dividend (or the year.

Mrectors

The members ol the Board ol Dircctors who served during the year are shown on page 2. The
lollowing changes took place within the financial year:-

Retirement from the Hoard
(i) Mr. Erick N. Kochellah
(i) Mr. Ahmed Haji lssa
(1inr. Macharia [rungu

Appointment into the Boayd
(DAmb. Dr. John M. Mutiso
(iNMr. Herman N. Giaitlho
(it)Mrs. Juliette ). Kipkorir

Auditors

Directlar
Direclor
| Jrrector

reclor
Direclor
Director

up to 14" October 2015
up to 14" October 2015
up to 2" October 2015

with effeet from 2™ Qclober 2015
with efTect from 13" October 2015

with effeet from 15" October 2015

The Auditor General is responsible for the statutory audit of the Carparation.

3y Order ol the Board

le}j)naacﬂi- .
Ms Hellen Mungania

Nairohi
B [
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9.0 STATEMENT OF DIRECTORS’ RESPONSIBILITIES

The Public Finance Management Act, 2012 and the Stale Corporations Act, require the Directors Lo
prepare fnancial statements in respect of that Corporation, which give a {rue and fair view of the
state of alTairs of the Corporation at the end of the financial year/period and the operating results of
the Corporation for that year/period. The Directors are 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 (inancial
statements, which give a true and fair view of the state of affairs of the Corporation for and as at the
end ol the financial year (period) ended on June 30, 2016. This responsibility includes:

(1) maintaining adequate [inancial managemenl arrangements and ensuring that these continue
to be effective throughout the reporting period;

(i) 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 ensuring that they are free from material
misstatements, whether due to error or fraud;

(iv)  safeguarding the assets of the Corporation;

(v) sclecting and applying appropriate accounting policies: and

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

The Directors accept responsibility for the Corporation’s financial statements, which have been
prepared using appropriate accounting policies supported by reasonable and prudent Judgements and
eslimates, 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 ransactions
during the financial year ended June 30, 2016, and of the Corporation’s financial position as at that
date. The Directors further confirm the completeness of the accounting records maintained for the
Corporation, which have been relied upon in the preparation of the Corporation's financial stalements
as well as the adequacy of the systems of internal financial control.

Nothing has come to the attention of the Directors (o indicate that the Corporation will nol 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 behal{ by:

CHAIRMAN . CTOR
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9.1 REPORT OF THE AUDITOR GENIERAL
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REPUBLIC OF KENYA

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

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

P.0. Box 30084-00160
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 duditor-General on the Financial Statements of Kenyva Raibwavs Corporation for the vear ended 30
e
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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 Awditor-Cieneral on the Financial Statements of Kenyva Raitways 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 Statenents of Kenva Ruilways Corporation for the vear ended 30
June 2016
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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.

W@

FCPA Edward R. 0. Ouko, CBS
AUDITOR-GENERAL

Nairobi

25 July 2017

Report of the Auditor-General on the Financial Statements of Kemva Railweyy Corparation for the vear ercled 30
June 2016
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Kenya Railways Corporation

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

0.0 STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDED 30 JUNE 2016

REVENULS

Main income

Giranls received from the National
Ciovernment

Other income

TOTAL REVENULES

OPERATING EXPENSES

Board expenses

Administration expenses
Depreciation of property, plant and
equipment

Amorlisation ol Intangible Assets

TOTAL OPERATING EXPENSES

OPERATING PROFIT

Other comprehensive income

Finance Income

PROFUT/(LOSS) BEFORE TAXATION
INCOMICTAX EXPENSE

PROFIT/ALOSS) AFTER TAXATION

Note

6

Y

'}{\ 1

ohs
819,066,455

34,709,893
795.579.935

1,649,356,284

49,281,352
1,119,993,492

218,959,616
313,521

1,386,547,982

260,808,361

313,995.375
274,803,676

60,957,170

51.3.846,500

82649941 5

610.967.34

1,637,466,757

40,575,041
990,589,820

173,823,451
3.145.073

1,208,133 385

429,333,371

629,301.596

1,058,034,967

L17,980,125

27
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[1.0 STATEMUENT OF FINANCIAL POSITTON AS A1 30TH JUNE 2000

2016 2015

Mole s, < 5hy,

ALSITTS

Mon-Clurrent Assels
Property, Plant & Equipment
Investimenl property
[ntangible assels

Capital Works-in-progress
Total Non-Current Assets
Current Assctly

Stores [nventories

Trade and other Receivables
Short Tern lnvestiments
Cash deposits & guarantees
Cash & Bank Balances
Total Current Asscts
TOYTAL ASSITS
EQUITY & LIABILITIES
ILquity

Govt, Subventions & Lquity
GO Grants

Reslructuring reserves

Accumulaled losses

Total Equity
PEAABILITIS
Now-Current Linbilities
Fast Alvican Loan stocks
Fixim bank loan

KCH Morlgage

Provisions

Taotal Noncurveent liabilities
Current Lialilities

Payables & Acerued Charges

Priofired Tndoine

Total Current Liabilities

Tolal liabilities

TOTAL BQUITY & LIABILITHES

Y
11
12
13

15
1o
17
16

1%
20
21

23

27

The Corporation's inancial statements were approved by the Board on

by:

CHATRIVIAN

22,571,135,017
23.445,304,9272
lv«4w91|7

?«’é(h:’fﬁﬁ-f’-? '7_~5E

371,628,460
04, 190,633,155
2,725,000,000
6,227 176,383
;'H“) N 3 U.f’,._‘_;ﬂ| 8
79,497.140,347
305.964.017,922

40,474,007, 122
10,557.231.908
20075.487.838
(17.715,776.569)
53,390,950,299

16,843,776
173,576,987,893
300,000,000
195.636.946
174, 109,468,615

LI97061.570

78,463,599.008
252,573,067,623
305.964,017.922

20,503,369.41572
19,553,893,729
04,703,114
115.955.236.524
[160,107,202,819

3.379,104,469
62,121,468,197
2,813,000,000
3,591.599.767
850,385,887
72,761,558,320
232.508.701,139

40,474,007.122
[10,277,6544,099
20.079.448,290

(18.091.623.230)
52.,739,676,280

36,843,776
123,720,245,893
300,000,000
193.820.515
124,250,916,184

|,866,262.471

el O e

55 878,168,675
180,129.084,859
232.868,76(,139
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Kenya Raibwayps Corporation

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

STATEMENT OF CASHFLOWS FOR THE YEAR ENDED 30TH JUNE 2016

Cash flows from operating nelivilies
Profit alter incanmoe [nx
Add s Tems nat lnvolving movement ol Cash

Depreciation ol P11

Depreciation- Intangible assels

Operating prolit/ (loss) hefore working capital ehanoes

Add: Movement iy Working capital
Increase in stores invenlorics
(Increase)/ decrease i Reccivables

[nerease/(decrease) in payables

Net Curvent Assels Maovemenl

MNet ensh generated Drom / (used in) operaling activilies
Cash MNow from luvesting Activities

Purchase ol propercty. plant and equipment
Disposal ol assets

Purchase ol intangible assels

Adjustment on ixed assels depreciation

Capital works stared during the year
Net cash generated Mrom / (used in) investing activitics
Cash tlow from Finaneing Activities:.

leslrucluring reserves movement

Prior year adjustnent to accumufated losses
Other provisions

SCGR prepayments

(Inerease)/deceense in cosh deposits
Movement in Long term loans

CIOK prant

Delerred income

MNet eash generated Trom / (used in) fwaneing activitics
lnerease in Cashand Cash Fquivalents

Movement in Cash & Cash Equivalents

Opening Balances

Addel increased(decrense) in cash & cash equivalen

Closing halance ol ensh & eash equivalent nafe 29

2016

Kshs

2E939.610

J13.520

(92.523.991)
(2443614 1,730)

330.819.009

Wshs

513,840,500

2192

TA3 0 19.6:48

(3L 127.028)
LB11.255.596

(10.233,830)

(68.328.242.63 1)

(3.960.431)
(137.999.843)
1810431
386976771
(2.035.53760.010)
GURA0, 742,000

T9.587 8049

2225401 1.234

(60,578,347.803)

30069, 385 8088

L238916.460
5,6008,302,34Y

2015 (RESTATED)

Ixshs

940,654,842

173823451

3145073
176,968,524
L 17,625,566

(33,041,389
{226.50:,600)

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

(30,620.639)

(30,928,810)
3: 8390343

(108.168.911.168)
(107,852,064,00.5)

(246,028 :167)
(517.964.700)
1264541
(39.457,4724,731)
(3.337.637.123)
123,870,210 5.803
(6,323, 161171y

33388879488
107,158,154,201

455,471

3,184,008, 169
3,377,719

ih




Kenypa Raibways Corporation
Reports and Financial Statements For the financial Period ended June 30, 2016

4.0 SUMMARY OF SIGNIFTOCANT ACCOEMNTHNG POLICTHS
The principle accounting policies adopted in the preparation ol these linaneial statements are set ol below:

(1) Statement of complinnee and basgis of preparation

The financial statements have been prepared on a historical cost basis exeept Lor the measwement al re-
valued amounts ol certain items of property. plant and equipment, marketable sceurities and Fnancial
instruments al fair value, tmpaired assets al their estimated recoverable amounts and actuarially
determined liabilities at their present value. Che preparation of financial statements in conformity with
[nternational Financial Reporting Standards (1FRS) allows (he use of estimates and assumptions. 11 also
requires management Lo exercise judgement in the process ol applying (he Corporation’s accounting,
policies

The financial statements have been prepared and presented in Kenya Shiflings. which is the functional
and reporting currency of the Corporation. These statements have been prepared in accordanee with Lhe
Public Finance Management Act, the State Corporations Act, and International Financial Reporting
Standards (IFRS). The accounting policies adopled have been consistently applied (o all the years
presented

(i) Adoption of International Finaneial Reporting Siandards
I preparing The Kenya Railways Corporation's stalement of (inancial position that complies fully will
[nternational Financial Reporting Standards (11°RS8s), the lollowing applicable standards were adopled:

o [nternational Accounting Standards (IAS 2) - lnventories.

o Internaticnal Accounting Standards (IAS 8) - Accounting policies, changes in accounting
estimales and crrors.

o International Accounting Standards (IAS 12) - [ncome Lax.

o International Financial Reporting Standards (IFRS 8)- Segment reporting

e International Accounting Standards (IAS 20) - Accounting lor Governiment grants and disclosure
ol Government assislances.

o [FRIC 4 - Determining whether an arcangement containg a lease, reviewed in relation o e
Concession agreement with Rift Valley Railways.

o AFRIC 12 - Service Concession Arrangements. Reviewed and applied in (he recognition and
accounting lor the assets under Concession Agrecment with Rilt Valley Raitways (RVR)

o International Accounting Standards (IAS 24) - Related party disclosures (due o/ from other state
corporations and Ciovernment agencies) and key management campensations.

o Inlernational Accounting Standards (IAS 32) - Financial instruments; presentation,

o Inlermnational Accounting Standards (TAS 36) - lmpairment ol asscls.

e [nternational Accounting Standards (IAS 37) - Peovisions, contingent liabilities and contingent
assels. Inic‘rmllcm 1 Accounting Standards {I/\H 37

A SR filann :1 | ST
Yo 1L LRIl

! ‘-'“._{“*.l':"f"‘HH' Staniards 1y

@ i ¢
o Iulunulmlml Accounting Standards (TAS 7) - ¢ nh How slatements

o International Accounting Standards (TAS 16) - Property, plant and cquipment.

o International Accounting Standards (IAS 18) - Revenue recognition

o [nternational Accounting Standards (IAS [9) - Employee benelils

o International Accounting Standavds (IAS 21) - Effeets of exchange rale changes.
o International Accounting Standavds (IAS 40) - Investment property



oy Railways Corporation
seports and IMinancial Statements For the financial Period ended June 30, 2016

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(iii)

(iv)

a)

Revenue recognition

Revenue is recognised to the extent that it is probable that [uture cconomic benelits will ow o the
Corporation and the revenue can be reliably measured. Revenue is recosnised al the fair value of
consideration received or expected (o be received in the ordinary course af the Corparation’s activilies,
net of value-added tax (VAT). where applicable, and when specific criteria have been mel lorcach of the
Corporation s activities as described below,

Rail operation revenue
I Concession fees (Freight income) shall be acerued on the basis of the lates| concessiondire and the
prevailing foreign currency exchange rates.

i. Commuter fare box- lires received [rom commuler services in Nairobi

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

Bividend income shall be recognised when the right (o receive payments is established.,
fnterest income shall be accounted on a time propottion basis using effective interest method.

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

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

Government grants:
L Recurvent grants shall initially be treated as deferred income when cash, services or malerial
contribution is received and charged to the stalement of comprehensive income when the
related expenditures are incurred.

. Capital grants  shall be capilalised as part ol equity when cash, services or malerial
contribution is received.

In-kind contributions

In-kind contributions are donations that are made o the Corparation in the Torm ol actual soocls and/or
services rather than in money or cash terms, These donations may include vehieles. 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 ineome hath as
revenue and ag an expense in equal and opposite amounts: otherwise, the contribution is nol recorded,

Property, plant and equipment
All categories ol property. plant and equipment are initially recorded al cost less aceumulated
depreciation and impairment losses.

Certain calegories of property. plant and cquipment are subscquently carricd al re-valued amounts, being
i [z & | i : I i
i o

P IR ) PR O i : ) PO TH L o e I it IS b o E
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Kenypa Railwaps Corporation
Reports and Financial Statements For the financial Peviod ended June 30, 2016

(vi)

losses. Where re-measurement al re-valued amounts is desired, all ilems in an assel catesory e re
valued through periodic valuations carried out by independent external valuers, Fixed assels were last
revalued in 2000 by external registered valuers; Knioht Frank 1imited.

Subsequent costs are included in the asset's carrying value only when it is probable that Tuture cconomic
benelits associated with the item will (low (o the corporation and the cost of the item can be measured
reliably. Repairs and maintenance is charged (o the prolic and loss account in the year (o whicl it relates.
Equipment i.c. locomotive overhaul costs are capitalised and become part of the new carrying aniount,

Inereases in the carrying amount arising on revaluation are credited o the revaluation SUrplus reserve m
equity. Decreases that offsel previous inercases of the same assel are charsed against the revaluation
surplus. All other decreases are charged to the prolit and loss account,

Annually, the dilference between depreciation based on the revalued carrying amount of the assel
charged (o the profit and loss account and depreciation based on the assel's original cost is translerred
from the revaluation surplus Lo retained camings.

Permanent way and sidings and all assets attached thereto such as bridoes, culverts, wnnels and,
locomolives, coaches and wagons have been classilicd as infrashucture assels or cash generaling assels
and valued using the present value method by discounting their stream of estimated cash Nows over a
period of 25 years being the lifespan of the Concession using a suitable discount rate then added Lo the
terminal cash Now aller the 25 years.

Assels classified and valued as Cash Generaling Assets using the present value of the nel cash inllows
derived front the use ol these assels by the concessionaire are nol depreciated in the restated statement of
[inancial position. Due to possible changes in the concession thal may alTect the cash inllows in luture,
the concession cash inflows will be assessed annually and present values recomputed to determine
whether the assels present values have changed. Decreases in present values would be recognised as
impairment losses while increases would be credited o equily under revaluation reserves.

Land along the main and subsidiary corridors were classified as held for futtre rail network ex pansion
and valued on fair value basis as this land cannot be sold or pul to alternative use other tan expansion of
the rail network.

Frechold properties owned by the Corporation on long leases subsequently leased by the Corporation Lo
third partics (lessees) for a substantial period of the fease term were valued based on the Corporation's
interest in the feased property i.c. the income receivable by the Corporation in Llerms ol eround rent [or a
number ol years discounted using a suitable discount factor. Most of this Freehold land has industrial
property or other permanent structures standing on it

Gains and losses on disposal of items ol property, plant and equipment are determined by comparing the
proceeds [rom the disposal with the net carrying amount of the items, and are recognised in pralit or loss

i the ineome stalement

Depreciation and impairment of property, plant and cquipment

Depreciation is caleulated using the straight line method o write down (he cost or the revalied amount
ol cach asset to its residual value over its estimated uselul life. o delermining an asset's uselul lile
consideration is given Lo ils expecled usage, its expected wear and Lear, technical or conmercial
obsolescence and legal or similar [imits on its use. Frechold land and capital work in progress are nol
depreciated. Capital work in progress relates mainly Lo the costs of ongoing bul incomplete works on
buildings and other civil works and installations.
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(vii)

(viii)

Depreciation on property, plant and equipment is recognised in the income statement on o straight-line
basis (o wrile down the cost of cach assel or the te-valued amount to its residual value ove ils estimated
uselul lile. The annual rales in use ave:

Rate  Useful life

() (Years)

Permanent Way and Bridges 2.00% 50
Buildings 2.00% 30
Plant and Machinery 3.33% 30
Signaling Liquipment 2.50% 40)
Felecommunication Fguipment 4.00% 23
l.ocomolives 2.50% 40
Coaches 2.50% 40)
Wagons 2.50% 40
Wagon [lerries 2.50% 40)
Dry docl 2.50% 40
Ancillary vessels 2.50% 40
Ferry terminals [.07% 60
Marine equipment 3.33% 30
Lorries - above 3 lonne lare weighl 37.5% 2.67
Molor Vehicles - 3 tonne and above 25.00% 4
Office Equipment 12.50% 8
Furniture & fittings 12.50% 8
Computer, copiers & [axes 30.00% 3.33

ltems ol property, plant and equipment are reviewed annually for impairment, Wheee the carrying

amount ol an assel is assessed as erealer than ils cstimated recoverable amount, an impaiment loss is
recognised so that the assel is wrilten down immedialely Lo its estimated recoverable amaunl,

Intangible assets

Intangible asscls comprise purchased computer sollware licences, which are capitalised on the basis of
costs meurred Lo acquire and bring Lo use the specific software. These costs are amortised over the
estimaled useful life of the intangible assets from (he year (hal they are available [or use. usually over
three years.

Gienerally, costs associated with developing compuler soflware programmes are recopnised as an
expense as incurred, However, costs that are clearly associated with an identifiable and unigue product.
which will be controlled by the corporation and have a probable benelil exceeding the cost beyond one
year, are recognised as inlangible assets.

Lxpenditure which enhances and extends (he benelits ol computer soltware beyond (he original
specilications and lives is recognised a5 a capital improvement and added (o the original cost of the
soltware. Computer software development costs recoenised as assets are amortised using the straighl
line method over their uselul lives. not exceeding a period of three years,

Amortisation and impairment of intangible asseis
Amortisation is calculaled on the straight-line basis over the estimated uselul lile ol compuler soflware
ol three years.
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(ix)

All compuler soltware is reviewed annually (or impairment, Where the carrving amount of an intangible
assel 1 assessed as greater than its estunated recoverable amount. an impaicment loss is recopnised so
that the assel is wrilten down immediately (o s estimated recoverable amount,

Investment property

Investment property comprise land and buildings and ave held 1o cam rentals or lor capital appreciation
or both. Investment property s initially recognised al historical cost ncluding the (ransaclions cost,
Subsequently, investment property have been carricd at e value representing the open market value al
the statement of changes in linancial position dale determined by the valuations carried oul by external
registered valuers, Gaing or logses arising, from changes in Gair value will be included in detemining the
profit or loss for the year 1o which it relates.

Specilically, land and buildings owned and used by Kenya Railways Corporation (or operational
purposes such as station buildings, the corridors, Corporation's stalf residential buildings, marshalling
yards, office buildings owned and oceupied by the Corporation and others in this calegory are valued
based on the fair value model. These represent property that has to be used by the Comporation [or
purposes ol running the railway services. Fair value is the amount for which an assel could be exchanged
or a liability settled between knowledgeable, willing partics in an arm's - length Leansaction,

[nvestment property is also categorised into property held for caming rental income and for capital
appreciation or boath. These are mainly the Mats and were valued based on the market value. Markel
value is the estimated amount for which a property should exchanoe on the date of valuation between a
willing buyer and a willing seller in an arm's - length lransaction afler proper marketing wherein the
partics had cach acted knowledgeably, prudently and without compulsion.

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

Finanee and operating leases

Leases ol property, plant and equipment including hire purchase contracts where the company assumes
substantially all the risks and rewards incident to ownership are classilied as nance leases. Finanee
leases are recogiised as a liability al the inception ol the lease at the lower ol the (air value of the leased
assels and the present value of (he minimum lease payments. The inlerest rate implicil in lhe lease is
used as the discount factor in determining the present value. Fach lease payment is allocated between the
liability and finance cost using, (he interest rate implicit in the lease, The finance cost is charoed o the
profit and loss account in the year lo which it relates, Al the end ol the lease term. the company has an
oplion to purchase the asset, Property. plant and equipment acquired under (inance leases are capitalised
and depreciated over the estimated uselul life of the assct.

Leases ol assels where a signilicant proportion of the risks and rewards of ownership are retained by the
(ERGE aie Classiiied as oparating eascs, Paynienis aade undor operaiing jeases are charved o the profil
and loss account on a straight line basis over the lease period, Prepaid operating lease rentals arc
recogiused as assets and are subsequently amortised over the lease period.,

Financiad instruments

The Corporation classilies its investinents into the lollowing caleyories:
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a) Financial assets at faiv value through profit or loss:

Thig calepory has two sub - calepories: linancial assets held for tracling, and those desioned
[air value through profit or loss at inception. A (inancial assel is classified in this calevory il
acauired principally for purpose of selling in the shorl term, il il lorms parl of a portlolio of
linancial assels in which there is evidence ol shart term profit making or il so designated by
management,

b) Held-to-maturity investments which arc non-derivative lnancial assets with  (ixed  or
determinable payments and fixed maiurity that an entity has a positive iniention to hold o
maturily.

¢)  Loans and receivables which are non-derivative linancial assels created by the Corporation by
providing money or procucts directly o the debtor olher than those with the (nient to be sold
immedialely or in the short run,

d)  Available-for-sale financial assets which are assets held for an indelinite periad of time. but
may be sold in response to needs for liquidity or chanpes in inlerest rates,

All financial assets are classified as non-current except those with maturities of less than 12
months (rom the balance sheet date. those which the directors have the express intenlion of
holding for less than 12 months [rom the balance sheel date or those that are required Lo be sold
lo raise operaling capital, in which case they are classilicd as current assets.

(x)  Financial risk management objectives and policies

The corporation's activities expose it Lo a variety of financial risks including credit and liquidity risks.
elfects ol changes in (oreign currency and interest rates and changes in markel prices ol the
corporation’s products and services, The corporation's overall risk management programme [ocuses on
unpredictability ol changes in the business envitonment and seeks 1o minimise (he polential adverse
elfect of such risks on its performance by setling acceptable levels of risk,

a). Liquidity risk

The definition of liquidity rvisk is the risk that Kenya Railways is unable o meel it obligations  as
they fall due as a result of a sudden, and potentially protracted, increase in nel cash oullows. Such
outllows would deplete available cash resowrces for operalions and investments. The Corporation
performs cash fow lorecasting and monitoring rolling lorecas(s ol the company s liquidily
requirements Lo ensure it has sulTicient cash to meel its needs.

The maximum exposure of the company (o liquidity risk at the balance sheel date is a5 follows:

Less than | Between | & 3 Between 3- 12

month maonths months aver I year

Kshs'000  Kshs'000  Kshs'000  Kshs '000
Trade & other payables [16.218 73,149 181.831 1,266,841
Borrowings - KCI bank ( () 0 300.000

TOTAL 116,21

73,149 781,831 1,586,841
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b). Credit risk

Kenya Railways is exposed (o eredit risk which is the risk that the counter party will cause a fimncial loss o
Kenya Ratlways by failing (o discharge an obligation. Credit risk arises mainly from trade debtors who receive
goods and services from the business unils on credit. (he corporation does not hedoe any risks and should
have in place policies to ensure that eredit is extended 1o customers with an established credit history.

The maximum exposure ol the corporation to credil risk as al the balanee sheet date is as Tollows:

fully Past due hud Past due and

performing 0l inipateed impaired Toral

Kshs 000 lshs 000 Kshs 000 sl 000
Clash at bhank 2,882,380 2,882,380
short term mvestments 2.725.000 2,725,000
Cash deposils & puaranlees 6,227,170 6,221,176
Trade & other receivables 60,396,157 3,854,094 64250014
TOTAL 72,230,693 3,854,094 1 76,026,788

¢). Market risk

Market visk is the risk that the fair value or future cash Nows of financial instruments will uetuate because ol
changes in the market price and comprises three types ol risks: foreign exchange risk, price risk anc interest
rale risk.

IForeign exchange visk

Foreign currency risk is a financial rvisk (hat exists when lransactions are denominated in a
currency other than the base currency ol Kenya Railways. The Corporation receives payments
denominated in foreign currencies mainly lor concession fees. Kenya Railways also makes
payments denominaled in foreign currencies (or non local suppliers

Kenya Railways limils foreign transactions lo al least lwo Toreign currencics, that is, the US dollar
and Huro

Price risk
Fhis is the risk resulting from a decline in the value of o security or a portfolio, Kenya Railways isnot exposed
to any price risk since 1 has no ivestiments wany sceuritics,

Interest rate risk
This is the risk that an investment's value will chanee due (o a change in the absolute level of finerest rates
Kenya Railways manages this visk by investing only in fixed income seeuritics with dilferent durations.

(x1) Financial instruments

ALl Tinancial assels are recooniserl inatially nsine e e date accatline which iy the date the
corporation commits itseli to the purchase or sale and recorded at the (air value ol the consideration
given plus the transaction costs. Subsequently, held-to-maturity investments and loans and receivables
are carried at amortised cost using the elfective interest method, while available-lor-sale asses are
carvied al fair value. Changes in faie value are recognised divetly in cquity, except lor impairment
losses which are recognised in the stalement of comprehensive income in the year there s abjeetive
evidence ol impairment. On sale, the cumulative gain or loss previously recognised i equity 15
recognised in the stalement ol comprehensive inconme in the year of sale,

The directors elassily lnancial assets as follows:
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(xi)

(xiit)

(xiv)

(xv)

(xvi)

Receivables are classilied as 'loans and receivables' and are carried al amortised st usmg the
effective nterest method,

Government securitics and term and call deposits with banking institutions are classilicd as 'held-1o-
maturity investments' and are carried at amortised cos| using the elfective interest method

All Tinancial Habilities including borrowings are recognised mitially al fair value and subsequently
carried at amortised cost using the effeetive interest method.

Inventorics
[nventories are stated at the lower of cost and nel realisable value. The cost of inventories comprises
purchase price, import dutics, tansportation and hancing charges, and is determined using the first-in
[irst-out method. Net realisable value is (he estimated selling price in the ordinary course ol business.
less the estimated costs of completion and selling expenses.

Trade and other receivables

Receivables are recognised initially at fair value and are subsequently measured at amottised cost using
the elfective interest method.

A provision for impairment is recognised in the statement 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 ol the expected cash (Tows, discounted
al the effective interest rale.

Taxation

Current income tax assets and liabilities for the current and prior periods are measured at the amounl
expected to be recovered from or paid (o the lax authoritics. The tax rales and tax laws used (o conpule
the amount are those that are enacted or substantially enacted as al 1he teporting date. Current income
tax relating to items recognised divectly in equity is recognised in equity and not  the income
statement.

Deferred income tax is provided using the liability method on lemporary differences al the reporting date
between the lax bases ol assels and liabilities and their carrying amounts for financial reporting
purposes.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank. short-term deposils on call and
highly liquid investments with an original maturity of three months or less, which are readily convertible
o known amounts of cash and are subject Lo insignificant risk ol changes in value, Bank account
balances include amounts held al various commercial banks al the end of (he financial year. For (he
purposes of these financial statements, cash and cash equivalents also include shorl lerm cash imprests
and advances (o authorised public officers and/or institutions which were nol surrendered or aceounted
lor at the end ol the linancial year,

Borrowings

[nterest beacing loans and overdralls are initially recorded al Gair value being received. nel ol issue costs
associaled wilh the borrowing. Subscequently, these are measured al amartised cosl using (he cllective
interest rate method. Amortised cost is caleulated by taking inlo accounl any issue cost and any discount
or premium on settlement. Finance charges, including premiums payable of seltlement or redenption are
accounted {or on acerual basis and are added (o the carrying amount of the instrument Lo the exlent that
they are not settled in the period in which they arise. Loan interest accrumg 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

I'rade and other payables are non-interest bearing and are carricd at amoclised cost, which ismeasured al
the fair value ol contractual value of the consideration (o be paid i futwe in respeet of goods and
serviees supplied, whether billed to the Corporation or not, less any payiienats made 1o the supplicrs.,

Provisions are recognised when the corporation has o present legal or constructive obligation as o esull
ol past events and it is probable that an outllow of resources embodying economic benelits will be
vequited (o setlle the obligation and a reliable estimate of the amount of the oblisation can be made .

(xvui) Retirement henelit oblivations

(xix)

(xx)

(xxi)

XXH

The Corporation operates a delined contribution retirement benelit plan for its amployees. The assels of
this plan are held ina sepacate tustee - administered guaranteed scheme managed by an insurance
company. The Corporation pays fixed contribution into a separate fund and has no legal or constructive
obligation to pay [urther contribution il the fund does not hald sufficient assets to pay all employees the
benelits relating o their services in the current or prior peciods, The contributions are charged (o the
stalement ol comprehensive income in the year lo which they relate.

The Corporation alse contribules (o Lhe slatutory National Social Sceurily Fund (NSSE). This s a
defined contribution scheme registered under the National Social Security Acl. The corporation’s
obligation under the scheme (s limited lo specific contributions leeislated (rom tme (o time and s
currently at Kshs.200 per employee per month.

Exchange vate differences

The accounting records are maintained in the functional currency ol the primary economic environment
in which the Corporation operates, Kenya Shillings. Transactions in foreign currencies during the
year/period are lranslaled into the functional currency using the exchange rates prevailing al the dates ol
the transactions or valuation where items are re-measured. Any loreion exchange aains and losses
resulting from the setllement ol such transactions and from the (ranslation at year-cnd exchange rales of
monetary assets and liabilities denominated in foreign currencies are recognised in profit or loss.

Comparative figures
Where necessary comparative ligures for the previous linancial year have been amended or reconlisued
to conlorm to the required changes in presentation.

sSubsequent events
There have been no events subsequent to the linancial year end with a significant impact on the financial
statements for the vear ended June 30, 2015,

Critical Accounting Fstimates and Judgements

In the process ol applying the accounting policies adopted by the company. the Direetors make cerlain
Judgments and estumates that may alTect (he carrying values ol assels and  liabilities  in the  next
financial period. Sueh judgments and  estimates are based on historical experience and other
factors, including expectations of [utuee ovents that are febhieved a0 be rmsomable nrder the curent
circumstances. The Dircetors evaluate these at each financial eeporting, date to ensare that they ave still
reasonable under the prevailing circumstances based on the available inlormation.

Fmpairment of non-financial assety

Non-linancial assels that are carcied at amortized cost are reviewed at the end ol each reporting
period for any indication that an asset may be impaired. [ any such indication exists, an impaitment
loss is recognized for the amount by which the assel’s carryine amount exceeds its recoverable
amount. The recoverable amount is the higher ol an assel’s Fair value less costs (o sell and virlue in use,

40
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b) Confingent liabilitics and assets

A contingent lability is a potential obligation that may be incurred depending on the oulcome ol g
[Uture event. 1L is a situation where the outcome of an existing situation is uncertain. and (his
uncertainty will be resolved by o [uture cvent. A contingent liability is recorded in the books of
accounts only il the contingency is prabable and (he amount of the liability can be estimated.

A contingenl assel is a polential asset associaled wilth a contimgent eain. Unlike, contingent
liabilitics and conlingenl losses. contingent asscls and contingent  gaing are nol recorded  in
accounts, even when they are probable and the amount can be estimeated.

¢) Going concern issucs

Nothing has come to the allention of (he directors o indicate that the corporation will not remain «
going concern for al least the next twelve months from the date of this statement.
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5.0
[

NOTES TOTHE NINANCIAL STATEMENTS
MAIN INCOMY

Concession lees - Freight
Musewm Larnings
[Kisumu Port Farmings
Railway Tramning Institute

CNCR revenues

Crants received from the National Government
NUTTRID project
Marine school project - KCA TITF

OTHER INCOMI

Nel rental income from investment property
Sundry income

Sale of tender documents

Sale of biological assels

Sale ol spares

Wagon lease

BOARD EXPENSIES
[Hreclor's Fees

Directors' Sitting Allowances
Boavd Lraining,

Dircclors' Travel & Accommaodation

ADMINISTRATIVE EXPENSIS

Stalt’ cosls an
Pastages and elephones

Vehicle running & seneralor maintenance

Travel & Acconmodalion

Printing and slationery

Advertising and sales promolion
Audil fees provision
[Legal and professional {ees

Bank charges and connmissions

VL it <
LR R L T 13
Oceupaney & Utilities A
nsurance
(Increase)/ Decrease in provision o b
debls 5l

Security
Repairs & Mamlenance
TOTAL

2015/16
IKshs

010,759 886
2,000,101
3,022,062

[52, 188,344
15,096,003
19,066,455

33,874,693
835,200

34,709,893

173,515,347
D50, 1306
53,000
36,900
5.450,932
15,567,600
195,579,935

[ 3,719,000

[ 6,640,000
2,012,540
169,812
49,281,352

435,618,683
5,138,222
6,793,179

74,781,585
9,353,800
37,429,200
2,164,380

176,676,008

1,347,581
51,066,345
11,300,293

105,922,748

109,805,757

22,173,843

119,993,492

2 S
ishs

all 210,016
Q75,250
7.067169
57,155,378
19,591,102
820,499,415

740,554,944
353,900
74.000
39,500
51,764.997
12,178,000
810,967,341

16,016,103
Y, 700,000
868,591
12,990,347

W = N

9819087
3,010,756
9,836,882

57,231,605
0,927 843
12,039,085
216,380

228,307,899

1,028,191
G, 70 ja
43,051,124
12,602,729

2,039,394
9] 962,253
16,777,833
LU31, 164,861

t2
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Sa STAFFCOSTS

Salavies and wages

Stall medical

Provision for leave

Pravision [or long-term serviee dues

Group lile Insurance & group personal accident
Stall training

Subscriptions

GENERAL OFFICTE EXPENSES
Olfice tea & beverages

Cleaning scrvices

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

Other ofTice expenses

QUCUPANCY & UTILITIES COSTS
Land rates

Electricity

330,288, 746
26,257 862
3.388.236
27.056,956
2431784
42,240,282

3774817

3.018,593
34,166,193
[.600
19,660,753
4,262.285

5,512,445

67,421,869

Fe, 20480
26.811.514
3.3371171
20,543,156
2431784
19,708,421

2,929,229

L A19,819,687

3,092,844
30,745,673
258,302
[7.127.326
6,860,873

_ 3,088,|79

61,749,197

39,186,260
6.673.488

28,475,697
LA13.102

waler ) _ 3,206,597 3,162,325

SL066.345 43,051,124

5 PROVISION FOR BAD DEBTS

It is the Corporation's policy o maintain a 3% provision on (rade receivables |

Balance b/fwd (91.376,573) (8.5 17.178)
Prior year adjustment (5.330,394) -
Charge For the year o (105.922.748) _ (2,059.394)

Balance carried {forward - _(l(l?,%ix“),/l-l)_ o

T

1,376,573

6 DEPRECIATION

Buildings 59,045,943 37,884.017
Water Supplies & Transport equip. 5.729.319 3,129.319
Mant & Machinery 37494778 37,494,780
Telecommunications Lguipment |.406. 188 | 406,188
Motar Vehicles 1.6 1,585 3848014
Furniture & Fittings & OfTiee Equipment 00,639 188 61,060,442
Compulers . so02316 6,380,091

218,959,016

173,823,451

7T ARMOTIZATION OF INVANGIBLE ASSETS |
Charge [or the year ) N | .1y 1 3,145,073
313,521 19,948,460

4.
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8

IFINANCE INCOIMIE

Interest-short tern depasit 05,5 10.447

lnlerest- ordinary advances [ 24 378

[nleresi-car loans advances 393,276

Interest-mortgage advances 2954 214

Unrealized gain on loreign currency

translation 4,813,061
- 313,995,375

INCOMIL TAX EXPENSE

05,042,182
1180

&0 1.954
2,450,526

121,003,755

The Current year's lax is justa provision. Final tax will be computed aller the accounts have been audited

20106

Kshy
Pralil as per financial statements 574.566,252
Adjustiments (371,375,680)
Taxable prafit ”U_"a_l‘a‘zl_%(%_ﬁ
Tax @ 30%  60957,170

2014

Kshs
[L058,634.967
(665,367,884)
193,267,083

S

629,301,596

(17,980,125
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INVESTMENT PROPRITY
Balance by/fwd

Additions

Balance of el
INTANGIBLE ASSINTS
Cost

Balance b/ [wd

Additions

Cost ¢/lwd

Amorlisation

Balance h/fwd

Charge lor the year
Balance ¢/fwd

Net Carrying amount

CAPITAL WORKS-IN-PROGRESS
Balance b/Fwd

Amount injected during the year
Capitalized

Balance o/fwd

STORES INVENTORIES
Capital stores

Slattonery stores

I"oodstulTs

MNel slores invenlories

TRADE AND OTHER RECEIVABRLES

Trade receivables

Less: provision lor impairment losses
Nel trade receivables

Prepayinents

Other receivables

MNet Receivables

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

FDR with KCB @) 11.25%

RTTmaney with KCB on call @ 10%
BANK OF AFRICA @ 10.75%

CFC BANK @ 10%

TOTAL

2016
REHE

[9.553.893.729

3.6891 11,193

124,651,575
31,039,518
155,691,003

29,948,460

125,429,112

313,521

30,261,981

2015
Ksihs

[%.553.893.720
0
_19,553,893,729

93,722,705
30928810

124,651,575

26,603,387
3,145,075
29,948,460

SRIURLIS,

115,955.236,524
68,328,242,63 |
(3.959,670,631)

R

3468441513
2779071

s AL BTG
471,628,460

5.046,8806.801
108, 168,911,168

 (260,561.445)

3376411770

2,352,864
e AYGE

3,379,104,469

4,056.994,284
(202,849,714)
3,854, 144,569
59.171,357,887
~1,165,130,699

_64,190,633,155

[25.000.000
500,000,000
1. 100,000,000
0

0

700,000,000

[L827.531.453

(91376,573)

1,736,154,881
30483687910
901625406
2,121,468,197

100,000.000
£00,000.000
1.000,000.000
13.000.000
200000000
700,000,000

2,813,000,000

A7
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CASHT DEPOSTES AND GUARAMNTRES
Kshs 2o FDR Kenya commercial bank 2%
FOR savings & foans @) 6.5 %

S&l - Maortgage Back up 2.5%

Citihank Deposit account - KETDEPL 062380038 (e 2%

KCH Car loan lien &) 4%
FULEL DEPOSTT GUARANTLEL o 2%
Fscrow Retrenchment
Liscrow Bnvironment
KCB- Movtgage Drawdown Al
KCB-SGR Eserow payment A/C-UISD
KCB-SGR Escrow revenue A/CH KRS
TOTAL
CASH & BANK BALANCES
Cash in hand
Cash on hand - RT1
Cash on hand - Imprest holders
Cash on hand - HOQ Cash oflice

Sub total

Banle halances

[LCB Renl Collections Ale
KO USSP account (USID)
RTI - KB main ale

BT - KOCB imprest a/c

KCB - project accoun(
Cilibank a/e

Citibank afe LSD (USIY)
Operational account

Lquily bank

KCB-Land compensalion a/c
NIC Bank NUTRIP-KES A/C
Standard Chartered - RAP Ale

Sub total
TOTAL CASH & BANK BALARNCINS

GOVERNMENT SUBVENTIONS &
EQUITY

GOUC equipment loan, 1974

GO Bquity Tor the Purchase of new equipment
Conversion ol loan to equity

TOVAL

FTOBOE 1968
FTOSYE2 74
[ 146951868
[ 162573333

1162574615

Accouut no.
[LOBO81917
FOT706872
[102590363
02587699
LLO7101487
500045003
300045014
[1O7161398
0470208041416
[ 162575387
1001004049

13,600,622
[ 5,406,999
7,542,799
(5. 128,007
21,010,507
2.068.900
61,819,229
15,899,910
2,109,403
5,.981,587.210
2,708

6,227,176,383

1,762
769,302

320,250

1,097,314

12,086,322
48,471,795
5,512,552
(694,018
375,166,248
9,635,138
168,719
7,125,878

[, 787,812
2.393,718.473
7,840,054
9,998,075
2,882,205,034

2,865,302,348

50.000.000
168,000,000

19,936,007,122
40,474,007,122

13.471.381
2152422
61,976,295
12,609,851
20,506,222
2.034.195
58,761,484
43,630,904
3,376,920
3,353.779,003
1,000

52,460

866,810
130178
1,049,448

10,574,476
8,907,012
4,337,889
(169,517)

120,455,94 |
8,706,483
164,613

11,867,069

3,418,368
637,190,976
719,884,128

855,336,439
856,385,457
50,000,000

AG8.000,000
19956,007,122

A0.474,007,122

48
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GRANTS

Balanee B/(orwaed

Translers during the year(net)
Balance C/larward

RESTRUCTURING RESERVIES
Balance b/lwd

Adjustments

Ralance ¢/fwid

Adjustmenty

Adjustment lo fixed assels
Adjustments (o Payables

write ofls

Impairment loss on CGU
Adjustments 1o Receivables

ACCUMULATED LOSSES
Balance b/ fwd

Adjustiments

Reslaled balance

Profit for the year

Balance o/fivd

EAST AFRICAN LOAN STOCKS
1954 STG PD 5.0M
1957 STG PD 8.5M
1975 S1G PD 5.9M
1970 KENYA PD 1.0
1971 KENYA P 3.4

EXIM BANK LOAN

Balance bf[wd

Amount disbursed during the year
Balance ¢/ fwd

KCB MORTGAGH

Ralance W/ Mwel

Amount disbursed during the year
Balance of fwd

PROVISTONS

|eave

Munieipal rates

[nsurances relundable to former stalT
Ciratuitics

the financial Period ended June 30, 2016

10.277.801.009
179,387,809
_10,557,231,908

680 005,276
(6523,161,177)
_0,277,844,099

20,079.448.290

(60,000,000)
(8,937,932

(4.977481)

3,900,451

(3.900451)

20,325 476,756
(246,028.467)

20075487838 20,079,448,290

(93.106,786)
(4,109,733

348,386,099
(5.141,112)

(18,091,623,230)
. (137,999.845)
(18,229,623,075)
313,846,506

(18,514,313,370)
(317,964, 702)

(19,032,278,073)
_ 940,654,842

_(7718776,569)  (18,091,623,230)

90,000
20,000
24,918,842
513,100

_ 1L301,854

36,843,776

90,000
20,000
24 918,842

513,100
s b
36,843,776

123,720,245,893
~49,856,742,000
17

300,000,000

300,000,000

270.000
156.236.827
20,876,479
9,253,640
195,636,946

J 70067895

123,720,245,893

300.000,000

300,000,000

893,258
56,236,827
30,056,666
5,639,764
193,826,515
T
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Kenpa Raibwaps Corporation

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

TRADE PAYABLES
[rade creditors

Stall ereditors
Cuslomer deposils
Aceruals

TOTAL

DEVEIZIRIEY INCOME,
Stand premivms/revenues
SGR Government granl
SGR Eserow grant

[.0/4,056.400)
0. 04 1450
234,552,993

224,030,711

2,197,081,570

276,795,309
64,051,368.498
5,782,086,676

318,724,054
67424587
115,630,199
64,477,036
1,866,262,47 |

289967681
15, 387.354.233

S ESTT4.523

RAP 5,795,852,394 1,695.156,857
NUTRIP 36,761,654

Land sales n 323,652,907 323,652,907
TOTAL 0266517438 011,906,204

CASH AND CASH EQUIVALENTS
IFar the purpose of the cash Tow statement, cash and cash equivalents comprise the following:

206 2014
IKshis iishy
Ciash ia hand [,260,408 [ 049 448
Cash at bank ; 2.882.380,087 835,336,439
Short term investiments __A,725,000,000 2,613,000,000
TOTAL _ 5,608,641,005  3,669,385,887

CONTINGENT LIABILITIES.

The Corporation had contingent liabilities amounting (o Kshs, 36.786,849,648 detailed as follows:-

Kshy Kshs
Law suits against the Corporation yel o be determined 1.BOR, 844 572 180,527,200
Pormant eases 0 500,000,000
Giwarantees given on behall ol the Corporation 28,715,436 28,715,436

EEderman's case - Goll ety project 20007614588 26.457,665,000

Total contingent liabilitics 27,905, 174,596 30196,910,636

FELIOgation Is in progeess by Lderman Enterprises against the Corporation and KRSRBS relating o o tender for
a Goll Cily project witlin the Railways club. Ederman won the tender, however he insisted on ehanoge of tenms
and conditions, which the Corporation refused and henee no contact was entered into. derman is cemanding
IKsh 2013 in business loss elaims, The divectors are ol the opinion that the elaim can b suceesslully resisted by
the Corparalion

Y
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CONTINGENT ASSETS

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

Kshs
Pue from Magadi Soda Company sull under discussion 024 441 851
ue rom dormant courl cases 0
Due fram Uganda Railways Corporation stll under discussion o 0
Totai conlingent assets i SR AT RG]

RELATED PARTY DISCLOSURIS

Kshs
924,441,851
206,921,514

30.338.810

_L161,702,175

Partics are considered to be related iCone party has the ability (o control the other party or exercise signilicant

influence over the other party in making financial or operation decisions, or one other (arly

controls both. The

Gavernment of” Kenya is the principal shareholder in Kenya Railways Carporation. During the year Lhe

Gaverninent made the [ollowing capital payments on belall ol the corporation:-

Cash payments made directly (o RAP contractors

_Cash deposils o SGR Eserow afe - USD

Cash deposits to Land Compensation a/c - KIS L 6,353,022.834 |

Cash Paid directly to Geo Sury T —

Subtotal

9.681,227.100

802,680,520

3,048,004,071

22,780,660

60.450.716.
15,829,112,823

The Board of Directors of Kenya Railways Corporation Limiled is responsible lor the sovernance ol
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 ethics and corporale

govarnance,

In the financial year 2015/16, the Board expenses amounted (o kshy 49,281,352, while compensation

lo key management stalT amounted Lo kshs 48,495,119.38.






