






















































































































































































































































































Kenya Civil Aviation Authority
Annual Report and Financial Statements
For the year ended June 30, 2023

19.14 Board Expenses 2023 2022

Kshs Kshs
Chairman's Honoraria 960,000 1,040,000
Board of Directors' Expenses 39,279,071 25,688,902
Total Board Remuncration 40,239,071 26,728,902

Variation from previous financial year relates to board transition that led to increase in induction,
training costs, travelling and sitting allowances coss.

19.15 Depreciation & Amortization Expenses 2023 2022

Kshs Kshs
Property, Plant and Equipment 757,278,368 710,621,325
Intangible Assets 17,283,881 75,151,795
Total Depreciation and Amortization 774,562,249 785,773,120

A couple of the Authority's assets are fully depreciated/ amortized. The Authority has embarked on
a revaluation exercise that will be concluded in the course of 2023/24 financial year.

19.16 Repairs & Maintenance 2023 2022

Kshs Kshs
Property & Staff Houses 37,307,859 36,474,255
Equipment and Machinery 293,723,585 315,344,986
Motor Vehicles 9,333,491 8,518,507
Computers, Accessories and ICT Infrastructure 45,133,040 78,347,841
Others (Roads, Water & Sewerage) 1,326,550 11,927,600
Total Repairs and Maintenance 386,824,525 450,613,188

Increase in current period is because of maintenance of air navigation services provision equipment
across all stations of the Authority.

19.17 Contracted Services 2023 2022

Kshs Kshs
Hire of Resource Persons 77,435,984 56,097,736
Hire of Satellite Links 19,475,846 19,863,001
Contracted Professional Services 63,284,414 72,797,993
Flight Calibration 54,260,025 22,277313
Total Contracted Services 214,456,269 171,036,043

The Authority spent slightly more to hire resource persons at EASA due to higher demand for its courses
and there was expanded scope for calibration of various equipment in various major airports.
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19.18 Finance Costs 2023 2022

Kshs Kshs
Interest on Long-term Loans (NCTIP) 13,778,894 16,403,445
Interest on Long-term Loans (KTSSP) 53,393,957 57,938,124
Total Finance Costs 67,172,851 74,341,569

The reduction in finance costs is consistent with the loan interest terms which are premised on reducing
balance. The Loan Repayment is also being undertaken simultaneously.

19.19 (a) Gain on Sale of assets 2023 2022

Kshs Kshs
Property, Plant & Equipment 1,162,177 5,057,717
Total Gain on Sale of Assets 1,162,177 5,057,717

Few assets were disposed in 2022/23 financial year as compared to previous period. The disposals
carried out was for motor vehicles and laptops.

19.19 (b) Loss on Sale of assets 2023 2022
Kshs Kshs
Property, Plant & Equipment 220,730 1,673,363
Total Gain on Sale of Assets 220,730 1,673,363
19.19 (c) Gain Foreign Exchange Transactions 2023 2022
Kshs Kshs
Foreign Exchange Gain 947,135,359 243,825,329

947,135,359 243,825,329

Increase attributable to the dollar rate fluctuations. These affects creditors, debtors and cash books
that are US Dollar denominated.

19.19 (d) Loss on Foreign Exchange Transactions 2023 2022
Kshs Kshs

Foreign Exchange Loss 394,217,684 87,123,631
394,217,684 87,123,631

Increase attributable to the dollar rate fluctuations. These affects creditors, debtors and cash books
that are US Dollar denominated.
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19.20 (a) Amortization of Capital Grant

Amortization of Capital Grant

2023 2022
Kshs Kshs
3,420,000 3,420,000
3,420,000 3,420,000

The Authority was given a grant of Kshs. 136.8 million to construct the Regional Centre of Aviation
Medicine. This was completed and capitalized in the financial year 2021/22.

19.20 (b) Increase in Accrued Leave Days

Increase in Accrued Leave Days

2023 2022
Kshs Kshs
41,353,557 3,814,001
41,353,557 3,814,091

The harmonization of the Authority's structure from a 14 tier to 10 tier saw the corresponding
Y p

increase in the liability for the leave days.

19.20(c) Amortization of Debtors

Amortization of Debtors - General

Amortization of Debtors - Specific

19.21 Surplus Remission

2023 2022
Kshs Kshs
2,986,723

265,352,813.69
265,352,814 2,986,723

In accordance with section 219 (c ) and the Public Financial Management Act regulations, regulatory
entities shall remit into Consolidated Fund, ninety per cent of its surplus funds reported in the audited
financial statements after the end of each financial year. In line with this legal requirement the
Authority remitted Kshs 1,634,140,169.56. The Surplus Remission has been computed as follows:

Description

2023

2022

Kshs

Kshs

Surplus for the Period

4,916,321,324

1,812,682,153

Less: Allowable Deductions by National Treasury

Surplus before Remission to National Treasury

4,916,321,324

1,812,682,153

90% Computation (Included in Statement of Financial
Performance)

(4,424,689,191)

(1,631,413,938)

Transfer to Retained Earnings

491,632,132

181,268,215
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Surplus Remission Payable

Description A e
Kshs Kshs

Payable at the Beginning of the year 1,631,413,938 +
Paid during the year (1,634,140,170) -
Payable at the end of the year (2,726,231) -

The 2022/23 financial year remittance was based on the unaudited financial statements.

19.22 Cash & Cash Equivalents 2023 2022
Kshs Kshs

Current Account 4,330,311,218 2,954,773,445
Staff Mortgage 186,223,003 204,909,157
Others (M-Pesa, Station Cashé& Bank) 11,664,882 3,420,714
Total Cash and Cash Equivalents 4,528,199,103 3,163,103,316

Increase here is attributable to improved revenue performance during the period and collection of

outstanding debts for the previous periods.

19.22 (a) Detailed Analysis of the Cash and Cash Equivalents

Financial Institution & Account Number

i) Current Account

Kenya Commercial Bank - A/C No. 1210005522

KCB Call A/C No. 1210001942

EASA KCB Expenditure A/C No. 1216797889

EASA KCB Call A/C No. 1216797714

CfC Stanbic -A/C No. 0100000351727

CFC Stanbic Call No. 01000003 16347

CFC Stanbic Dollar - No. 0100001937639

Stanchart A/C, No. 0108098898400

Commercial Bank of Africa Dollar A/C No. 6514690019
EASA Dollar A/C - Equity No. 0180299978478
EASA KES A/C - Equity No. 0180263498882
KTSSP-National Bank of Kenya No, 01001084895000
Expenditure Account- NBK No. 01003058447500
Revenue Account-NBK, No. 01003058447600

EASA Expenditure A/C- NBK No. 010058420600
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2023

Kshs
5,842,160
68,745,065
5,070,450
1,602,606
111,353,207
399,293,513
2,437,330,010
235,230,024
924,105,094
77,597,909
2,319,907
4,883,561
21,660,996
34,238,505
398,281

2022

Kshs
1,789,779
13,356,359
6,829,556
99,177
91,531,993
1,717,437
2,003,116,283
35,893,411
641,567,174
90,063,038
6,545,512
4,848,043
21,660,996
34,238,505
452,701
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EASA Revenue, NBK No.010058710400

Sub-Total Current Account

ii) Staff Mortgage

Kenya Commercial Bank A/C No. 1159226555
Sub-Total Staff Mortgage

iii) Others

Stations Cash & Bank

EASA M-Pesa A/C PayBill No 754206
Sub-Total Others

19.23 Receivables from Exchange Transactions

Domestic Operators

Foreign Operators

Student Debtors

Total Gross Current Receivables

Less: General Provision for Bad and Doubtful Debt
Less: Specific Provisions for Bad and Doubtful Debt

Total Net Current Receivables

639,930 1,063,479
4,330,311,218 2,954,773,444
186,223,003 204,909,157
186,223,003 204,909,157
3,226,696 2,415,339
8,438,186 1,005,375
11,664,882 3,420,714
4,528,199,103 3,163,103,315
2023 2022

Kshs Kshs
1,559,006,288 1,367,325,370
544,709,225 163,644,664
27,916,281 26,568,241
2,131,631,795 1,557,538,275
(129,042,261) (91,877,442)
(397,803,006) (663,155,820)
1,604,786,528 802,505,014

In light of the increase in revenue during the period, there was an increase in the receivables from
exchange transactions and the subsequent increase in provisions for bad debts.

19.23(a) Ageing Analysis for Receivables from Exchange

transactions A
Kshs Kshs
Amount % of the total
Less than 1 Year 1,011,520,735 47%
Between 1-2 Years 722,308,054 34%
Between 2-3 Years 159,682,906 7%
Over 3 Years 238,120,100 12%
Total Net Current Receivables 2,131,631,795 100%
19.24 Receivables from Non - Exchange Transactions 2023 2022
Kshs Kshs
Prepayments 208,730,763 189,725,843
Staff Imprest 1,999,894 383,557
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Salary Advance 105,999 511,107
Medical Excess 1,791,573 4,294 670
Rent Receivable 72,899 720,114
Staff Surcharge 304,366 445,237
Station Imprest 2,187,115 2,187,115
Staff Mortgage Receivable 510,571,713 484,478,974
Non-Staff Rent 105,000 25,000
Total 725,869,323 682,771,617
19.24(a) Ageing Anfilysis for Receivables from Non 2023
Exchange Transactions
Kshs Kshs
Amount % of the total
Less than 1 Year 210,909,555 29%
Between 1-2 Years 266,486,562 37%
Over 3 Years 248,473,206 34%
Total 725,869,323 100%
19.25 Inventories 2023 2022
Kshs Kshs
Consumables 10,063,113 6,435,263
Publishing and Printing 2,995,251 5,918,841
Office Stationery 4,904,552 5,596,889
Food & Rations 1,521,850 2,054,465
Fuel 515,609 1,864,928
Total inventories 20,000,375 21,870,386

These are consumables items that are kept in the various storage facilities for the Authority in order
to facilitate service delivery.
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19.30 Employee Benefits Obligations

Net Salary

PAYE Staff

Payroll Deductions-Cheques
Payroll Deductions EFT
Staff Claims

Board Liability

PAYE Board of Directors
EASA Lecturers Net Pay
EASA NHIF

EASA NSSF

EASA Bank Loans

EASA PAYE Liability
Service Gratuity Liability
Leave Provision

Others: PAYE Others

Total Employees Benefits Obligation

19.31 Current Portion of Borrowing

NCTIP
KTSSP

Balance at End of Period

2023 2022
Kshs Kshs
4,280,011 3,062,709
488,010 479,303
113,267 527,182
466,902 47,476,991
900,190 731,060
998,500 -
18,000 2,535,299
- (48,150)
- 400

75,600
- 18,500
(20,021) 91,807
71,742,123 65,087,465
128,418,051 87,064,495
8,069 127,200
207,488,703 207,154,261
2023 2022
Kshs Kshs
52,491,025 52,491,025
129,833,330 129,833,330
182,324,356 182,324,356
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19.33 Borrowings
External Borrowing
Balance at the Beginning of the Period
Repayments of External Borrowing During the Period

Balance at the End of the Period

19.34 Revaluation Reserve

Opening Balance
Add: Adjustments During the Period

Total Revaluation Reserves

19.35 Govt Grants

Opening Balance
Less: Amount Amortised Durin g the Year

Total Govt Grants

19.36 Accumulated Surplus

Opening Balance

Add: Surplus for the period

Add; Refund from OAG

Less: Surplus (Excess) Paid During the Period
Less: Rationalized Budget Recall by TNT

Tax Recoverable Adjustment

Domestic Air Navigation Service Charge VAT 2011-2015

Liability

Domestic Air Navigation Service Charge VAT Assessment

Liability
Total Accumulated Surplus at the End of the Period

2023
Kshs
1,664,376,246
(182,324,356)

2022
Kshs
1,846,700,602
(182,324,356)

1,482,051,891 1,664,376,246
2023 2022

Kshs Kshs
8,318,582,978 8,308,682,978
8,300,000 9,900,000
8,326,882,978 8,318,582,978
2023 2022

Kshs Kshs
133,380,000 136,800,000
(3,420,000) (3,420,000)
129,960,000 133,380,000
2023 2022

Kshs Kshs
8,974,952,004 9,255,519,247
491,632,132 181,268,215
3,211,290 =
(2,726,232) -
(300,130,000) -
- (7,070,385)

(129,199,768)

(325,565,305)

9,166,939,194

8,974,952,004
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19.37 Accumulated Surplus (Retained Earnings)
Adjustments

Refund from OAG
Surplus (Excess) Paid During the Period

Rationalized Budget Recall by TNT

Domestic Air Navigation Service Charge VAT 201 1-2015
Liability

Domestic Air Navigation Service Charge VAT Assessment
Liability

Total Accumulated Surplus (Retained Earnings)
Adjustments

41

2023 2022

Kshs Kshs
3,211,290 -
(2,726,232) -
(300,130,000) -
- (129,199,768)

- (325,565,305)
(299,644,942) (454,765,073
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19.38. FINANCIAL RISK MANAGEMENT

The authority's activities expose it to a variety of financial risks including credit and liq uidity risks and effects
of changes in foreign currency exchange rates. The Authority's overall risk management programme
focuses on unpredictability of changes in the business environment and seeks to minimise the potential
adverse effect of such risks on its performance by setting acceptable levels of risk. The Authority does not
hedge any risks and has in place policies to ensure that credit js only extended to customers with an

established credit history.

The Authority’s financial risk management objectives and policies are detailed below:
(i) Credit Risk

The Authority has exposure to credit risk, which is the risk that a counterparty will be unable to pay amounts
in full when due. Credit risk arises from cash and cash equivalents, and deposits with banks, as well as trade
and other receivables,

Management assesses the credit quality of each customer, taking into account its financial position, past

The carrying amount of financial assets recorded
maximum exposure to credit risk without taking acc

in the financial statements representing the Authority’s
ount of the value of any collateral obtained is made up as

follows:
Fully ;
Total Amount , Past Due Impaired
Performmg
Kshs Kshs Kshs
As at 30 June 2023
qoceivables from Exchange 2,131,631,795 | 1,733,828,789 | 397,803,006
ransactions
Recewal;les from Non-Exchange 725,869,323 723,675,208 2,187.115
Transactions
Bank Balances 4,528,199,103 4,528,199,103 -
Totals 7,385,700,221 6,985,710,100 399,990,121
As at 30 June 2022 1,557,538,275 1,011,625,511 545,912,764
?cce’vat."es from Exchange 682,771,617 | 680,584,502 2,187,115
ransactions
{!E.ecewai:_:]es from Non-Exchange 3,163,103,315 | 3,163,103315 _
ransactions
Ijlank Balances 5,403,413,207 4,855,313,328 548,099,879
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The customers under the fully performing category are paying their debts as they continue trading. The credit
risk associated with these receivables is minimal and the allowance for uncollectible amounts that the company

has recognised in the financial statements is considered adequate to cover any potentially irrecoverable

amounts.

The Authority’s has significant concentration of credit risk on amounts due from Ken

ya Airways Plc.

The Board of Directors sets the Authority’s credit policies and objectives and lays down parameters within

which the various aspects of credit risk management

(ii)

Liquidity risk management

Ultimate responsibility for liquidity ris
appropriate liquidity risk management framework for the
long-term funding and liquidity management requirements. The Authority m

k management rest

are operated.

continuous monitoring of forecasts and actual cash flows.

The table below represents cash flows pay
their remaining contractual maturities at
contractual undiscounted cash flows. Ba

impact of discounting is not significant.

able by the company
the reporting date. The amounts disclo
lances due within 12 months equal their carrying balances, as the

management of the

s with the Authority’s directors, who have built an
Authority’s short, medium and
anages liquidity risk through

under non-derivative financial liabilities by
sed in the table are the

=
L Less than 1 Between 1- Over 5
Description Month 3 months Months ohi
Kshs Kshs Kshs Kshs
As at 30 June 2023
Trade Payables 162,697,349 | 390,275,308 | 301,466,431 834,439,088
Current Portion of borrowings 182,324,356 182,324,356
I ! ! I
Provisions 4,688,454,450 | _4,688,454,450
Employee Benefit Obligation 207,488,703 207,488,703
L I L [
Tosal 192,697,349 390,275,308 5,379,733,940 5,962,706,597
As at 30 June 2022
Trade Payables 186,958,185 | 368,897,361 295,280,624 851,136,170
Current Portion of borrowings ) ) 182,324,356 182 324,356
Provisions : | 2,150,542,402 | 2,150,542,402
Employee Benefit Obligation " . 207,154,261 207,154,261
|_Toi.:al 186,958,185 368,897,361 2 835,301,643 3,391,157,189
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(iii)  Market risk

objective of market risk management is to manage and control market risk exposures within acceptable
parameters, while optimising the return, Overall responsibility for managing market risk rests with the Audit
and Risk Management Committee.

The carrying amount of the Authority’s foreign currency denominated monetary assets and monetary liabilities
at the end of the reporting period are as follows:

Description In Kshs Other Currencies Total
Kshs Kshs Kshs
As at 30 June 2023

Financial Assets

Investments

Cash

Debtors

Total Financial Assets
Financial Liabilities
Trade & Other Payables
Borrowings

Total Financial Liabilities

1,089,166,090
1,579,104,693

2,668,270,783

735,703,394
1,664,376,246

2,400,079,640

3,439,033,014
552,527,102

3,991,560,116

148,735,693

148,735,693

4,528,199,103
2,131,631,795

6,659,830,898

884,439,088
1,664,376,246

2,548,815,334
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Net Foreign Currency Asset/(Liability)

Description

As at 30 June 2022
Financial Assets
Investments

Cash

Debtors

Total Financial Assets
Financial Liabilities
Trade & Other Payables
Borrowings

Total Financial Liabilities

Net Foreign Currency Asset/(Liability)

268,191,142

In Kshs

Kshs

426,610,748
1,393,893,612

1,820,504,360

628,531,060
1,846,700,602
2,475,231,662

(654,727,302)

3,842,824,422

Other Currencies

Kshs

2,736,492,567
163,644,664

2,900,137,231

222,605,110

222,605,110

2,677,532,121

4,111,015,564

Total

Kshs

3,163,103,315
1,557,538,276

4,720,641,591

851,136,170
1,846,700,602
2,697,836,772

2,022,804,819

The Authority manages foreign exchange risk from future commercial transactions and recognised assets and
liabilities by projecting for expected sales proceeds and matching the same with expected payments.

Foreign Currency Sensitivity Analysis

Description Change in Effect on Profit | Effect on Equity/
Currency Rate before tax Net Assets
Kshs Kshs Kshs

2023
Euro 10% - -
USD 10% 17,088,455 54,421,832
2022
Euro 10% - -
USD 10% 15,677,482 42,187,467
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Interest rate risk

Interest rate risk is the risk that the Authority’s financial condition may be adversely affected as a result of
changes in interest rate levels. The Authority’s interest rate risk arises from bank deposits. This exposes the
company to cash flow interest rate risk. The interest rate risk exposure arises mainly from interest rate
movements on the Authority’s deposits.

Management of interest rate risk

To manage the interest rate risk, management has endeavoured to bank with institutions that offer favourable
interest rates.

Sensitivity analysis

The entity analyses its interest rate exposure on a dynamic basis by conducting a sensitivity analysis. This
involves determining the impact on profit or loss of defined rate shifts. The sensitivity analysis for interest rate
risk assumes that all other variables, in particular foreign exchange rates, remain constant. The analysis has
been performed on the same basis as the prior year.

Capital Risk Management

The objective of the entity’s capital risk management is to safeguard the Authority’s ability to continue as a
going concern. The entity capital structure comprises of the following funds:

Description 2023 2022

Kshs Kshs
Revaluation Reserve 8,326,882,978 8,318,582,978
Retained Earnings 9,166,903,884 8,974,952,004
Capital Reserve 129,960,000 133,380,000
Total Funds 17,623,746,862 17,426,914,982
Total Borrowings 1,664,376,246 1,846,700,602
Less: Cash and Bank Balances 4,528,199,103 3,163,103,315
Net Debt/(Excess Cash and Cash Equivalents) (2,863,540,560) (1,316,402,713)
Gearing -16% 8%
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19.39. RELATED PARTY DISCLOSURES

Nature of Related Party Relationship

The Authority regards a related party as a person or an entity with the ability to exert control individually or
jointly, or to exercise significant influence over its operating and financial decisions. These include
management personnel, their associates and close family members.

Government of Kenya

The Government of Kenya is the principal shareholder of the Authority, holding 100% of the Authority’s
equity interest. The Government of Kenya has provided full guarantees to all long term lenders of the entity,

both domestic and external. Other related parties’ disclosures for the period are;

Transactions with Related Parties

Description 2023 2022

Kshs Kshs
Transactions with Related Parties
Sales to Related Parties
Certification of Aerodromes & Staff Certification-Kenya
Airports Authority 1,666,000 2,676,000
Totals

1,666,000 2,676,000
Purchase from Related Parties
Purchase of Power from Kenya Power & Lighting Company
Ltd 51,835,935 47,240,461
Purchase of Diesel and Petrol of National Oil
3,641,200 8,723,782

Training and Conferences Fees paid to Kenya School of
Government 7,229,200 6,186,754
Totals

62,706,335 62,150,997
Key Management Compensation
Directors' Emoluments

39,240,571 26,728,902
Compensation to Key Management

11,004,524 71,679,631
Totals

50,245,095 98,408,533
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19.40. CONTINGENT ASSETS AND CONTINGENT LIABILITIES

(a) A Summary of the Contingent Assets are as Follows:
Potential Receipts from Kenya Airports Authority:

With reference to the Statute Law (Miscellaneous Amendments) Act, 2014 that came into effect on the 8™
December 2014, the Authority has been pursuing up the arrears that may not have been remitted by the
KAA over the period since the law came into effect and in addition to changes that were effected in light
of the Legal Notice No. 143 dated 14" June 2018. As such, the Authority has been undertaking a
reconciliation with the KAA and a team from Kenya Revenue Authority (KRA), with an aim to determine
the amounts receivable from the KAA. The Authority has made efforts to follow up the amounts due from
the KAA.

(ii) Pending Fraud Case:

This is a criminal Case No. 2840/03 at the Anti-Corruption Court. The case relates to a Kenya Revenue
Authority officer who was responsible for collecting Air Navigation charges and is charged with defrauding
KCAA of USD 100,465. These assets have not been recognized in the accounts because there is material
uncertainty on their realization,

(b) Contingent Liabilities:
Potential Debts/Claims owed to Suppliers Totalling Ksh 40.32 Million:

Kenya Airports Authority billings for rent and utility charges for the period up to 30 June 2005 amounting
to Ksh.40.32 Million. Much of this period was a time when the Authority was still a department in the
Ministry of Transport and Communications. This amount has not been provided for in the financial
statements

Potential claims arising from dismissed staff:

This is a case involving 68 former employees of the Directorate of Civil Aviation (the predecessor of
KCAA) emanating from alleged dismissal of the said employees from public service and malicious
prosecution. The case was ruled in favour of the Plaintiffs. KCAA appealed against the judgment and the
appeal proceeded for hearing on 7th January, 2014. The Court dismissed KCAA's appeal with costs. The
Court of Appeal ordered the matter to be referred back to High Court for assessment of total damages. The
High Court delivered the ruling on assessment for 40 plaintiffs out of 67 plaintiffs. The judgment amount
in total is Kshs 154,841,140. The Claimants’ sought a review. The application for review sought an
additional Kshs. 103,835,080. To this extent, the Authority has made a provision of Kshs 258, 676,220 in
its financial statements for the period ended 30" June 2021, KCAA made a review application to review
the Court orders to run up to the date when judgment was delivered. This application will be mentioned on
20" September 2022.
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Other Claims from former staff
The Authority is facing employee related disputes which are at different stages of litigation. The outcome
of this disputes may occasion potential liability to the Authority.

Computation of VAT for the period July 2021 to May 2023
On 29" June, 2023, the Authority was served with a Tax Demand notice amounting to Kshs 157,126,760.10

regarding VAT on Air Navigation Services for the period July 2021 to May 2023. The Authority has
engaged Kenya Revenue Authority on this matter and a reconciliation process is underway.

19.41 CAPITAL COMMITMENTS

Capital Commitments 2023 2022

Kshs Kshs
Authorised for - -
Authorised and contracted for 893,086,187 690,376,557
Total 893,086,187 690,376,557

19.42EVENTS AFTER THE REPORTING PERIOD

There were no material adjusting and non-adjusting events after the reporting period.
19.43ULTIMATE AND HOLDING ENTITY

The Authority is a State Corporation under the Ministry of Transport, Infrastructure, Housing, Urban
Development and Public Works. Its ultimate parent is the Government of Kenya.

19.44 CURRENCY

The financial statements are presented in Kenya Shillings (Kshs).
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APPENDIX I: IMPLEMENTATION STATUS OF AUDITOR-GENERAL’S RECOMMENDATIONS

The following is the summary of issues raised by the external auditor, and management comments that were
provided to the auditor. We have nominated focal persons to resolve the various issues as shown below with
the associated time frame within which we expect the issues to be resolved.

year under review.
No  satisfactory

working towards an
amendment of the Air

Timefra
me:
ToealFalnt. 1 Satws | Ypura
Reference person to
Issue / (Resolve date
No. on the ; Management resolve the
external Observatlfms Comments issue (Name R Yote) wikes you
A from Auditor Resolved | expect
audit Report and >
designation) ) e (stue
fo be
resolved)
1.0 Inaccurate Air Passenger Service Charge
The statement of [ - Air passenger Service
financial Charge (APSC) is
performance reported on cash basis
reflects air due to the fact that it .
passenger service is collected by Kenya This a.
charge revenue of | Revenue Authority work in
Kshs (KRA) and remitted prog_ress
1,948,615,345 via Kenya Airports that is )
which, as was Authority  (KAA). Syseemall
disclosed in note | The remittance is cally
18.8 to  the| unpredictable and if being
financial the Authority was to DisktsE Not addressed
statements. report it on accrual General Resolved - Update
Comprises Kshs | basis in will have a o
953,040,170 cash flow challenge PEOghess
eartned in  the in  remitting  90% tc':- be
earlier years, but | Surplus Funds to the Ay
received in the National  Treasury during
year under review due to APSC the
and Kshs collections not yet 2023’?4
995,575,175 remitted to  the FepoTting.
earned and Authority.
received in the Management is
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Timefra
Focal Point i
0 i
R Status: (Put a
Reference person to
Issue/ (Resolve date
No. on the ; Management resolve the
Observations 3 d/Not | when you
external = Comments issue (Name
S from Auditor Resolved | expect
audit Report and :
dsieHation) ) the issue
esignation b
resolved)
explanation  was Passenger  Service
provided for Charge Act to allow
recognizing  this the Authority receive
category of its share of APSC

revenue on cash
basis. Further, the
revenue of Kshs
995,575,175
differs with an
amount of Kshs
2,599,885,633
calculated below
using data
presented in table
1 on passenger and
freight traffic,
under
management
discussion and
analysis, resulting
in an unexplained
variance of Kshs
1,604,310,458.

In addition, the
schedule of air
passenger charge
provided for audit
verification  did
not reflect details
of the months the
revenue relates to,
thus casting doubt

directly from KRA

and not through

KAA.
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—

Timefra
Facal Polnt Status: (;:;.a
Reference person to
No. on the e f Management resolve the bscaoa dare
. g
it Observatrf}ns TR Haue (Name d/Not | when you
; from Auditor Resolved | expect
audit Report and ) RS
designation) o
resolved)
on the
completeness  of
the amounts.
In the
circumstances, the
accuracy and
completeness  of
air passenger
service charge of
Kshs
1,948,615,345
could not be
confirmed.
2.0 Unsupported Rental Revenue
The statement of
financial
performance .
reflects rental Ma‘nagement s Update
revenue amount of | Feviewing this matter to ”:
Ksho36 60,003, |PWMN e mlequate! pio  laga progress
which, as reconciliation s carried General Resolved | ¢, be
disclosed in Note | OUt  between  the given
18.10 to the posted/invoiced duyira
financial amounts in the various e
statements, houses it has and the 202324
includes Kshs rates applicable in those repasting
33,190,126 earned | €spective houses. J
in five (5)
stations. However,
the supporting N

[=8s }
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Reference
No. on the
external
audit Report

Issue /
QObservations
from Auditor

Management
Comments

Focal Point
person fo
resolve the
issue (Name
and
designation)

Status:
(Resolve
d / Not
Resolved

)

Timefra
me:
(Put a
date
when you
expect
the issue
fo be
resolved)

rental revenue
schedules for the
five stations show
revenue
amounting to
Kshs 31,587,326
resulting in an
unexplained
variance of Kshs
2,008,948. In the
circumstances, the
accuracy and
completeness of
rental revenue of
Kshs 36,496,093
could not be
confirmed.

3.0

Inaccuracy of Employee Costs
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Reference
No. on the
external
audit Report

Issue /
Observations
from Auditor

Management

Comments

Focal Point
person to
resolve the
issue (Name
and
designation)

Status:
(Resolve
d / Not
Resolved
)

Timefra
me:
(Put a
date
when you
expect
the issue
to be
resolved)

The statement of
financial
performance
reflects employee
costs amount of
Kshs
2,633,177,091, an
increase by Kshs
102,288,490 from
the Kshs
2,530,888,601
reported in
previous year.
However, figure 8
on staff statistics
trend, under
management
discussion and
analysis, indicates
that the overall
increase of staff
was by 7
employees (782 in
June 2022 and 775
in June 2021),
while staff |ist
provided in
support of staff
statistics indicated
there was an
increase of 47
employees.

Management
reconciled
numbers.

the

has
staff

Director
General

Resolved

—

EA
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Timefra
< me:
Higenl o uimt Status: (Put a
Reference person to
Issue / (Resolve date
No. on the - Management resolve the
Observations : d/Not |when you
external @ Comments issue (Name
d from Auditor Resolved | expect
audit Report and p
) : ) the issue
designation) b
resolved)
In the
circumstances, the
accuracy and
completeness  of
the employee costs
amount of Kshs
2,633,177,091
could not be
confirmed.
Renumeration of Board of Directors
4.0
The statement of | The expenditure was an
financial inadvertently captured
performance into  the  2021/22 The
reflects financial year and this is Manage
remuneration  of regrettable. The ment
directors amount Management shall shall
of Kshs | ensure such does not Director Not ensure
26,728,902 happen going forward. General Resolved | such does
compared 10 | The 2022/23 budget for not
13,582,587 in the | Board expenses was happen
previous year. The exhausted and it was not going
expenditure possible to charge this forward.
includes an | expenditure in  FY
amount of Kshs | 2022/2023.
53,625 being
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Timefra
me:
Focal Point
i n Status: (Put a
Reference person fo
Issue / (Resolve date
No. on the ; Management resolve the
Observations 2 d/Not | when you
external : Comments issue (Name
: from Auditor Resolved | expect
audit Report and :
Sktenation) ) the issue
on
i to be
resolved)

tickets
cancellations
charges which is
nugatory
expenditure to the
Authority and
Kshs 1,645,318
paid to two board
members for an
oversees seminar
that was to be held
between 18 July,
2022 and 22 July,
2022 which is
outside the year
under review.
Management did
not explain why
the latter
expenditure  was
accrued in the
financial
statements yet the
same had not been
incurred.

In the
circumstances, the
accuracy and
propriety of

remuneration  of
directors’
expenditure  of
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Review of the
supporting  aged
analysis indicated
that part of the
latter balance had
been outstanding
for more than one
year. It is not clear
why KRA did not

amount outstanding as
and when it falls due.

= Timefra
7 me:
Focal Boing Status: (Put a
Reference person to
No. on the fasnel : Management resolve the (Bewle e
external Observattf:ms Comments issue (Name 5 D, ehen pou
audit Report from Auditor s Resolved ex;":'ect
designation) ) s
to be
resolved)
Kshs 26,728,902
could not be
confirmed.
5.0 Current Receivables from Exchange Transactions
The gross balance
of Kshs
1,557,538,275
includes domestic
operator’s balance The Authority
of Kshs undertakes periodic
! ’3257’325’370 reconciliations with
thh further KRA from time to time
includes a balance and any amount an
ol Kshs operator has paid is
1’19_6’1“’022 usually remitted to the Progress
fecoivable:  from Authority. The amount update to
Kenya . Revenue outstanding under KRA Director Not be given
5.1 Alflh'i’f ity (K}_{A), may not have been fully General Resolved | in the
being  unremitted received by them since 2023/24
revenue collected sinidr ol reports
by KRA on bel‘faif circumstances not all
of the Authority. operators  pay  the
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Timefra
me:
Focal Point
Status: (Put a
Reference person to
Issue / (Resolve date
No. on the f Management resolve the
Observations { d /Not | when you
external : Comments issue (Name
‘ from Auditor Resolved | expect
audit Report and ;
designation) ) e tasun
4 to be
resolved)

remit the balance
to the Authority
upon collection.

and as
in the

Further,
indicated
supporting

schedule, the
balance of Kshs
1,196,111,022 due
from KRA is net
of the unsupported

and unexplained
negative
adjustment of
Kshs

2,110,419,203.

In the
circumstances, the
accuracy and

validity of balance
due from KRA of
Kshs
1,196,111,022
could not be
confirmed.
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variance of Kshs
059111537,

In the
circumstances, the
accuracy and
completeness  of
the balance of
Kshs 20,955,240
due from Kenya

Airports Authority

On the other hand, KAA
remits Air Passenger
Service Charge (APSC)
to the Authority after
receiving the amounts
from Kenya Revenue
Authority (KRA). The
APSC Act has set out
the criteria on how the
APSC is shared. The

Timefra
: me:
Kotk Lo Status: (Put a
Reference person to
Issue / (Resolve date
No. on the ] Management resolve the
external Observatl?ns Comments issue (Name oL L NAegpoN
andit Report from Auditor L Resolved &r;fecr
designation) ) e
to be
resolved)
Included  under | The Authority offers
domestic Kenya Airports
operators’ balance | Authority (KAA) a
of Kshs | couple of services such
1,367,325,370 is a | as  certification ~ of
balance of Kshs | aerodromes, screeners
20,955,240  due | cortication’s,
from Kenya | conferencing facilities,
Airports catering services among
Authority. others. In its books of
However, records | account, the Authority
at Kenya Airports | will invoice  and
Authority indicate | expedite other related
that a balance of | financial transactions Progress
Kshs 980,066,777 | and postings for the update to
was owed to | services it offers KAA. Director Not be given
5.2 Kenya Civil | It is also expected that General Resolved | inthe
Aviation KAA will have 2023/24
Authority as at 30 | corresponding report.
June, 2022, | transactions  reported
resulting in an | appropriately in its
unexplained books of account.
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Reference
No. on the
external
audit Report

Issue /
Observations
from Auditor

Management
Comments

Focal Point
person to
resolve the
issue (Name
and
designation)

Status:
(Resolve
d / Not
Resolved

)

Timefra
me:
(Put a
date
when you
expect
the issue
fo be
resolved)

could not
confirmed.

be

Authority does not raise
invoices  directly to
KAA nor does it in any
way accrue the
outstanding  amounts
regarding the APSC
given the challenges that
arises when accounting
and remitting surplus
requirements to the
National Treasury &
Economic Planning.

As such, the records in
the Authority’s books
and that of KAA might
not agree on a number of
aspects due to the legal,

operational and
financial  frameworks
that determine how

among others the APSC
issue is handled in the
two entities.
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Timefra
Focal Point S y ;1 &
Reference person fo tatus: (Put a
Issue / (Resolve | date
No. on the : Management resolve the
Observations : d/Not | when you
external o Audit Comments issue (Name
andit Report itor andl Resolved | expect
designation) ) fhe lysue
& to be
resolved)
In the Audit report
of the previous
year, it  was
reported that a
balance of Kshs
218,866,028 owed
by the National
Carrier — Kenya
Airways
representing 21%
f th i
US 100 1wcaiadies The Authority receives
for that year had .
) remittances Kenya
been outstanding | , . o
. Airways in light of the
for a long period. . Progress
services that the
The amount has i A & update to
however not been zp ter'T ?;5 .ge e £ il Director Not be given
5.3 included in the | S°A1SC review ok the General Resolved | in the
legder for  Kenya
current year | | : 2023/24
Airways will show the
balances. report.
movement from Kshs.
Management has | 218,866,028 to the
not provided | current balance.
supporting

documentation on
how the debt was
cleared from the
Authority’s
records as the
balance could not
be traced in the
supporting
schedule
domestic

for
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Reference
No. on the
external
audit Report

Issue /
QObservations
from Auditor

Management
Comments

Focal Point
person to
resolve the
issue (Name
and
designation)

Status:
(Resolve
d / Not
Resolved

)

Timefra
me:
(Put a
date
when you
expect
the issue
to be
resolved)

operators as at 30"
June, 2022.

In the
circumstances, the
accuracy and
completeness  of
current
receivables
exchange
transactions could
not be confirmed.

from

R?
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Timefra
Focal Point She
gLt Status: (Put a
Reference person to
Issue / (Resolve date
No. on the - Management resolve the
Observations ; d/Not | when you
external ; Comments issue (Name
J from Auditor Resolved | expect
audit Report and 3
dastondr ) the issue
esignation) R
resolved)
Review of the
receivables aged
analysis indicates
that  receivables
gross balance of
Kshs
1,557,538,275
includes
receivables
totaling to Kshs
1,404,943,062 that ‘ )
had been | The Authority premises
outstanding  for the provisions of bad
more than three (3) debts on its policy Progress
years. However framework in place. update to
and as indicated at | Based on the workings Director Not be given
5.4 Note 18.24 to the | shared, the Authority is General Resolved | inthe
finanoiil of the opinion that it has 2023/24
stateiisnits an | made adequate report.
allowance for bad | Provisions for the bad
debts  provision and doubtful debts.
totaling to Kshs
755,033,262,

which was an
increase of Kshs
198,492,410 from
the previous year,
was made against
current

receivables from
exchange
transactions. The
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Timefra
Focal Point Pt
Status: (Put a
Reference person to
Issue / (Resolve date
No. on the : Management resolve the
Observations : d/Not | when you
external d Comments issue (Name
4 from Auditor Resolved | expect
audit Report and ;
designation) ) il psme
& to be
resolved)
provision
allowance is
therefore
inadequate.
In the
circumstances, the
accuracy and
recoverability of
current
receivables from
exchange
transactions  net
balance of Kshs
802,505,014 could
not be confirmed.
6.0 Plant, Property and Equipment
The two vehicles are
indeed not in the register
for they were omitted
from the revaluation
Motor  Vehicles | exercise  that  was
Excluded  from | undertaken  in  the
6.1 p 2018/19 financial Progress
. roperty,  Plant Inancial year.
and Equipment There was a chance to . updafte "
use insurance valuation Viltiekhat Not be given
to bring them into the General Resolved | inthe
register but this was not 2023/24
report.

done given the oversight
ab initio. In 2022/23, the
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Timefra
: me:
Forul Font Status: (Put a
Reference person to
No. on the Tadne | ; Management resolve the R e
external Observatl-ons Comments issue (Name B NOg 1| (wien you
audtt Repbrt from Auditor ey Resolved ex;?ecr
designation) / e e
to be
resolved)
two vehicles shall be
introduced into the
Authority’s books using
the 2022/23 insurance
values. The revaluation
exercise earmarked for
early 2023/24 will help
bring this matter to a
close.
This a
work in
progress
that is
systemati
The Authority has kept cally
Lack of . :
Ownership engaging thf: re.[eva_nt being
Documents  for | St3g€ agencies in its Director N addressed
6.2 Land and | efforts to get hold of the Clatitial akitiid . Update
Buildings ownership documents on
for the properties it progress
OWnS. to be
given
during
the
2023/24
reporting.
This is a historical Thisa
Properties finding whose closure Director Not work in
6.3 Allocated to Third | can only happen once General Resolved | progress
Parties the  properties  are that is
repossessed and systemati
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Timefra
1 me:
o ot Status: (Puta
Felerence Issue / person s (Resolve date
No. on the . Management resolve the
external Ohservatlfms Comments issue (Name 4y Mot | when gon
i from Auditor Resolved | expect
audit Report and i
designation) ) fligisine
to be
resolved)
ownership  documents cally
processed accordingly. being
addressed
. Update
on
progress
to be
given
during
the
2023/24
reporting.
7.0 Unsupported Gain on Sale of Assets
The statement of
financial
performance
reflects gain on
sale of assets
amounting to Kshs
3,384,354 which,
as disclosed in Progress
Note !8.20 of the Miifiageinsit explained ' updgte to
financial . Director Not be given
statements,  gain thls. milr fo e General Resolved | in the
on sale of assets | auditors. 2023/24
amount of Kshs report.

5,057,717 and loss
on sale of assets
amount of Kshs
1,673,363. The
schedule provided
in support of the
amount of Kshs

5,057,717 shows a
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Reference
No. on the
external
audit Report

Issue/
Observations
from Auditor

Management
Comments

Focal Point
person to
resolve the
issue (Name
and
designation)

Status:
(Resolve
d / Not
Resolved

)

Timefra
me:
(Put a
date
when you
expect
the issue
to be
resolved)

gain of
Kshs.602,969

Toyota Hilux-
D/Cab. However,
no cost,
accumulated

depreciation and
net book value
provided in the
schedule and
therefore we could
not confirm how
the amount of gain
of Kshs 602,969
was arrive at.

In the
circumstances, the
accuracy of the
amount of Kshs
602,969 could not
be confirmed.

8.0

Nugatory and Irregular Expenditure on Local and International Travel

The statement of
financial
performance
reflects use of
goods and services
balance of Kshs
1,161,336,718
which, as
disclosed in Note
18.13 to the
financial
statements,

includes local

Management explained

to the

auditor

the

circumstances which led

to the
observations.

audit

Director
General

Not
Resolved

Progress
update to
be given
in the
2023/24
report.
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Reference
No. on the
external
audit Report

Issue /
Observations
from Auditor

Management
Comments

Focal Point
person to
resolve the
issue (Name
and
designation)

Status:
(Resolve
d / Not
Resolved

)

Timefra
me:
(Put a
date
when you
expect
the issue
to be
resolved)

amount of
47,399,420
which further
includes  tickets
cancellations
charges amount of
Kshs 144,765 that
was, therefore, a
nugatory charge to
the Authority. The
balance also
includes
international
travel amount of

travel
Kshs

Kshs 42,288,592
which further
includes  tickets

cancellation

charges amount of
Kshs 246,740 that
was therefore
nugatory charge to
the Authority.
Further, the
international

travel amount
includes  claims
lodged by staff
totaling to Kshs
4,625,811, an
indication that
staff were not
issued with
imprests, but were
instead allowed to
claim for the
expenditure. It

~i
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Reference
No. on the
external
audit Report

Issue/
Observations
from Auditor

Management
Comments

Focal Point
person to
resolve the
issue (Name
and
designation)

Status:
(Resolve
d /Not
Resolved

)

Timefra
me:
(Put a
date
when you
expect
the issue
to be
resolved)

was not explained
why staff were
allowed to finance
the expenses yet
they were on
official
assignments.

In the
circumstances, the
propriety of
expenditure Kshs
5,017,316  could
not be confirmed.

9.0

Inaccuracies in the Statement of Cash Flow

Inaccuracies were
noted in  the
Statement of Cash
Flow. Int the
circumstances, the
accuracy of the
statement of cash
flow could not be
ascertained.

This matter has been
addressed.

Director
General

Resolved.

-

Emile N, Arao

Director General

Date..... @ 2]{3@‘[10—1%
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Appendix II: Projects implemented by the Authority

Projects implemented by the Kenya Civil Aviation funded by development partners and/ or the Government.

Centrefor |  N/A " GoK. | 2020/2021 136.8 " Noy Yes

Aviation to
Medicine _ 2021/2022

Status of Projects completion

1. | Centre for | 247.03 | 247.03 100 247.06 247.03 | GoK/AIA
Aviation
Medicine
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