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BACKGROUND INFORMATION

Kenya piper.ine Company Limited (KpC) is a state corporation whor,y owned by the Government of Kenya (coK) with 18'172'979

sharehoiding by The National Treasury and tess than 1% by the Ministry of Energy and Petroteum. KPC was Incorporated in 1973

under the companies Act, cap 486 of the Laws of Kenya and commenced commercia[ operations in February 1978 At cabinet

r.ever., KpC is represented by the cabinet secretary for Energy and petroleum who is responsibte for the company's genera[ poticy

and strategic direction'

The main ob)ective of the company is to provide efficient, rer,iabr,e, safe and cost effective means of transporting petroteum

products from Mombasa to the hinterl.and. ln pursuit of this ob.iective, the Company has constructed a pipetine network' storage

and rLoading facir.ities for transportation, storage and distribution of petroteum products. The current instaLLed system consists

oftg+zkitometresofplpetinewithcapacitytohandleabout6.9bil.l'ionl'itresofpetroleumproductsannually.

The pipe.ine infrastructure ptays a key ror.e in spurring economic growth and development in the East African region' To this

end, Kpc has devetoped a corporate strategic ptan (csp) dubbed Kpc Vision 2025 with the aim of transforming the company

into Africa,s premier oir. and Gas entity. The mission of the Company is to transform [ives through safe and efficient detivery of

quaiity oil and gas from source to customer' The CSP is anchored on five key pittars: -

Business teadershlp - Winning/teading the market in Kenya'

Ceographic expansion - Leadership in greater Eastern Africa Region'

People - Amazinq performance by att KPC emptoyees'

Systems and processes - Retiabte and best in the world technotogy and

lmage and reputation - Amazing retationships with al't our stakehotders

systems

REGISTERED OFFICE

KenpiPe Plaza

Sekondi Road

Off NanYuki Road

lndustria[ Area

P. O. Box 73442 - 00200

Nairobi

COMPANY SECRETARY

Ctoria Khafafa

PRINCIPAL BANKERS

Commercia[ Bank of Africa Limited

Wabera Street

P. O. Box 30437 - 00100

Nairobi

Equity Bank

Kenpipe Ptaza - Sekondi Road

Off NanYuki Road

P. O. Box 78569 - 00507

Nairobi

Stanbic Bank Limited

Stanbic Centre

Chiromo Road

P. 0. Box 72833 - 00200

Nairobi

Citibank, N.A.

Citibank House - UPPer Hitt Road

P. O. Box 30711 - 00100

Nairobi

Standard Chartered Bank

Stanchart Chiromo

P.O. Box 30003 - 00100

Nairobi

PRINCIPAL AUDITORS

Office of the Auditor General

P. o. Box 30084 - 00100

Nairobi

Co-operative Bank of KenYa
-o-op"r"tiu" 

House Branch - Nanyuki Road

P.O. Box 67881 - 00200

Nairobi.

PRINCIPAL ADVOCATES

Mohamed Muigai Advocates

MM Chambers 4th Ftoor

P. O. Box 61323 - 00200

Nairobi

TripteOK Law

5th Ftoor Btock C, ACK House

1't Ngong Avenue, BishoP's Road

P. O. Box 43170 - o01oo Nairobi
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OUR VISION

: ' " 'o Africo's Premier Oil & Gos Compony
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OUR MISSION
Trons{orming lives through sofe ond efficient delivery

of quolity oil ond gos from source to customer
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JOE SANG

Joe Sang was appointed Managing Director of Kenya Pipeline Company on 7th
April2016. A certified pubIic accountant with CPA(K), he is a member of ICPAK and
hotds a Bachetor of Arts in Economics and a Master of Business Administration
in Strategy both from the University of Nairobi. Joe has over'16 years' hands-on
experience gained in a varlety of senior positions in private and pubtic sector
organizations, incLuding being GeneraI Manager Finance and Strategy at l(PC,

Croup Head of Business Performance & Planning at East African Breweries
Limited and Finance Director at East African Maltings Limited. He has also worked
for Unga Group and National OiL Corporation of l(enya (NOCK). Equipped with a

strategic mindset, he betieves that his philosophy of developing others to deLiver
great business performance is critrcal as KPC transforms to Africa's Premler Oi[ &
6as Company.

JOHN NGUMI
Board Chairman <.............

John Ngumi was appointed the Chair of the l(enya Pipetine Company (l(PC)

Board of Directors on 17th ApriL 2015. Previous to this appointment, he served as

the inaugural Chair of the Board of Directors at l(onza Technopolis DeveLopment
Authority. A teading investment banker, he has been at the heart of key
developments in Kenya's financiaL sector, including arranging financing for
KPC's last two major projects: Line 4 in 2010 (l(shs 8.2 bittion) and Line 5 in 2015
(Kshs 35 bittion). His Last banking position before retiring in 2014 was Head,
lnvestment Banking Coverage for East Africa for Standard Bank, the parent bank
of Stanbic Bank Kenya Limited. He also worked in various capacities at Citibank,
Barc[ays, Crindlays, and NationaI Westminster Bank. He currentLy sits on the
Boards of, among others, ARM Cement and Base Titanium. He hoLds a BA (1st

Ctass Honours) in Phitosophy, Potitics and Economics from St. Peter's College,
University of 0xford, UK.

HENRY ROTICH

Cabrnet Secretary

Henry Rotich is the Cabinet Secretary for the National Treasury. He holds a

Master's Degree in Economics and a Bachetor's Degree in Economics (First C[ass

Honours), both from University of Nairobi. He aLso hotds a Master's Degree in

Pubtic Administration (MPA) from Harvard University. Prior to this appointment, Mr.

Rotich was the head of Macroeconomics at the Treasury, Ministry of Finance, since
March 2006. Under this capacity, he was involved in formutation of macroeconomic
policies that ensured an affordabte and sustainable path of pubtic spending aimed
at achieving the Covernment's deveLopment priorities. Prior to joining the Ministry
of Finance, Mr. Rotich worked at the Research Department of the CentraI Bank of
Kenya from 1994. Between 2001 and 2004, he was attached to the International
Monetary Fund (lMF) locaI office in Nairobi as an economist.
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FELICIry N. BIRIRI

Felicity Biriri is a Human Resource professionaI witfr many years'experience in various
sectors incl'udrng banking, advertising and manufacturing. She was re-appoirited to
the Board of l(enya Pipetine Company on 26th January,2016 where she serves as the
Chair of the Human Resources Committee. She has sat in severaI Boards such as the
Ceothermal Development Company, I(enya Private Sector A[liance (I(EPSA) Coverning
CounciL, C0MESA-FEN4C0M, the Nationa[ Environmenta[ 0mbudsrnan NECC and Moi
University CounciL. She ls a governing counciI member at Meru Universlty of Science and
TechnoLogy and aLso a Trustee for the l(EPSA Foundation and KPC Retirement Benefits
Scheme. FeLicity holds a BacheLor of Arts degree in Human Resource Management
and a Master's degree in Conf[ict Resolution and Peace Management from l(enyatta
U n ive rs ity.

MAJOR (RTD) TLTASAYON NEEPE

ANDREW N. KAMAU
Pr ncipaI Secretary

Andrew Kamau is an aLumni of University of Nairobi where he studied Chemistry.
He has wide experience in petroteum energy gained from several years in
leadership positions in the private sector. Prior to his appointment as Principal
Secretary for Petroleum, he was the Chief Executive Officer of Bracewet[ Energy
which has interests in mining, energy and naturaI resources. He has also served
in senior positions in various companies with interests in mining, energy and
naturaL resources inctuding MAC lndustries Limited, Engen Kenya Limited and
Esso Kenya Limited. Andrew Kamau joined the Kenya Pipeline Company Board on
13th November 2015.

Major (Rtd) lLtasayon Neepe was appointed to the l(enya PipeLine Company Board on
13th November,2015. He served in the mititary for many years rising to the rank of
Malor where he also served as a piiot, a responsibitity that saw him serve in the UN's
air operations unit. Neepe, who hoLds a degree in Business Devetopment Studies and
a diptoma in Armed Conftict and Peace Studies, has been honoured with SiLver Star of
l(enya. He is currently the Board Chair of Boma Fund, an N60 based in northern l(enya
that empowers women with skiLLs to f ight extreme poverty.
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WAHOME GITONCA

Wahome Citonga is a leading entrepreneur, businessman and director of several
companies with diverse interests in l(enya and the region where he has been instrumentaI
in accomptishing targe proiects in Rwanda and Tanzania, among other countries. His

fascinating and inspiring thoughts on business and social enterprise have seen him
support Life changing social responsibility initiatives that have empowered needy
t(enyans from disadvantaged backgrounds He Is a graduate of the University of Nairobi
from where he attained a Bachelor of Arts degree in Economics and SocioLogy. Wahome
joined the l(enya Pipetine Company Board of Directors on 13th November 2015.

JERRY SIMU
..> Director

Jerry Simu is a banker with o,ver 16 years of extensive pan-African corporate and

investment banking experience covering East, West and Southern Africa. He has heLd

senior positions inc[uding Managing Director and Head of Sub Sahara Representative
Offices, HSBC Bank Plc and most recently as Director, Investment Banking, NIC Bank

Croup. Jerry joined the l(enya PipeLine Company Board of Directors on 17th April 2015

and is currentty the Chair of the Board Audlt Comrnittee. He has an MSc in lnternational
Securities lnvestment and Banking from University of Reading, ICMA Centre. He is a

member of the Institute of Bankers South Africa and a practicing Financial Advisor (FA)

in l(enya

{

FAITH JEPKEMBOI BETT - BOINETT

Faith Bornett is an advocate of the High Court of l(enya. She was re-appointed to the
Board of l(enya Pipetine Company on the'l7th Aprit,2015 where she doubles as the Chair

of the Board Finance Committee. She is also a commission member with the Privatization
Commission of l(enya. Her legaI career spans over 10 years in titigation and conveyancing.
A Managing Partner at Boinett & Bett Company Advocates, Faith holds a BacheLor of Law

degree from Moi University, and a Post Craduate Dip[oma in Law from the l(enya SchooL

of Law. She has a host of other responsibilitles namety counciI member of FIDA-l(enya,

USAID-l(enya Women Voices and Chairperson of the Board of Management at l(erotet
Cirls High Schoot. Formerly, Faith aLso sat in the Board of Directors of Nyayo Tea Zones
Limited.
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Hudson Andambi has over 30 years'experience in Energy and PetroLeum sectors where
he has spearheaded numerous projects including geothermal mapping in l(enya's
CentraL and Northern Rift. Mui CoaI Basin, demarcation and cl.assification of the new
oiLand gas expLoration blocl(s, Upstream Petroleum BiLt, the 2015 NationaI PetroLeum
Master P[an, Technical Advice on the Maritime Boundary Dispute for BLocks to name
but a few. Hudson is currently the senior Principat Superintending Geo[ogist and Head
of Upstream Petroleum Operations, Directorate of Petroleum. He is the focal point of
the WorLd Bank-funded l(enya Petro[eum TechnicaL Assistance Project (l(EPTAP) for
buiLding capacity in the country's petroLeum sector. He hoLds a Bachelor of Science
(Hons) degree in Apptied Ceology, University of Plymouth, U l(. and a Master of
Science degree in Petroleum CeoLogy from lmperialCoLlege, University of London, Ul(.
A member of CeoLogicaL Society of l(enya (CSl<) and the CeoLogists Registration Board
(CRB) of l(enya, he was awarded the Honour of Order of the Grand Warrior (O.C.W) of
l(enya by His ExceILency Hon. President Uhuru l(enyatta.

,6
ERIC KORIR
Alternate Director, The NationaL Treasury<....

Eric l(orir is a proficient suppty chain practitioner with over 20 years'experience in both
the pubtic and private sector. He is currently the Ag. Director of Public Procurement at The
NationaI Treasury handLing PoLlcy, Research, LegaL and TechnicaI matters ln the Public
Sector Procurement for both NationaI and County Covernments. Eric hoLds a Bache[or
of Arts degree from the University of Nairobi, a Master of Business Administration in
Strategic Management from Moi University and a dipLoma in Suppty Chain Management
from the Chartered Institute of Purchasing and Suppty (Ul<). He is a Member of the
Chartered lnstitute of Purchasing and Suppty, l(enya lnstitute of Suppty lvlanagement and
the Institute of Transport and Logistics.

HUDSON ANDAMBI, OGW

; A[ternate Director, State Department of Petroleum

,

GLORIA KHAFAFA

Cloria l(hafafa is an Advocate of the High Court of l(enya with over 14 years of extensive
Litigation (Pubiic Procurement) and CommerciaI Law experience. She has been with
KPC since September 2010. Currentty pursuing her Master of Law (Energy Law) at the
University of London (ExternaI Programmes), CLoria has a BacheLor of Laws Degree from
Moi University and a Postgraduate Diploma in Law from the l(enya School of Law. A
Member 0f the iaw Society of l(enya and the Institute of Certified PubIic Secretarles,
CLoria is the Company Secretary at l(PC.
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Tnr CnnTRMAN's Rrponr

BOARD CHAIR

gtr
To enable l(PC meet its revenue and growth targets, l(PC is

working with the Ministry of Energy and PetroLeum to construct
a common user LPC import terminal and storage faciLity. DD

DEAR SHAREHOLDERS,

On behatf of the KPC Board of Directors, I am proud to present to you the Annual Report and Financiat Statements of the

Kenya Pipeline Company Limited for the Fiscal Year ended 3oth June, 2017. During the year under review, KPC began its

transformation from a pipetine and storage infrastructure company into Africa's premier oiI and gas distributor by laying

the foundation for its diversification and expansion into both maritime transport and crude oil exports. This marks a

significant mitestone towards the achievement of our 20151251o-year Corporate Strategic Plan (Vision 2025), which aims

at transforming KPc into a world-ctass diversified oit & gas comPany.

At the beginning of FY 2016117 and in [ine with our Corporate Strategic Plan, we set various targets aimed at advancing the

organization and Laying the foundation for the reaLization of our Vision 2025. My statement focuses on these targets and their

strategic impact on l(PC's future.
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THr CHATRit AN's RrponT (continued)

l

External Environment

Over the last year, there has been a

marked decrease in investment into

East Africa's oiL and gas exptoration, a

factor that is attributed to a dectine in

gtobat oiL prices. Despite this dec[ine,

existing expLoratory activities have

continued pegged on the long-term

view adopted by investors who have

al.ready struck oiI and gas reserves in

l(enya, Uganda and Tanzania. l(enya

and Uganda are expected to begin the

commerciaLisation of oil very soon,

whiLe Tanzania's dream of producing

gas is expected to kick-off in 2019.

ln March 2017, l(PC and KPRL entered

into a three year leasing agreement to

enable l(PC Leverage on l(PRL's existing

infrastructure and technicaL expertise

to enab[e the export of crude oiL under

the l(enya government's ear[Y oiL

pr0gram.

strategic Focus

ln keeping with our Corporate Strategic

PLan, KPC has made significant

investments to not onty exPand its

pipeLine network and storage capacity,

but also secure and ensure adequate

supplies for l(enya and the wider East

African region. To this end, our Lease

agreement with l(PRL wiLL enab[e

l(PC increase the country's strategic

petroteum reseryes from 30 days to 3

three months. The increased storage

capacity wi[[ enhance the country's

uLlage which witt, in effect, create

enough capacity for berthing vesseLs

to discharge fueL into l(PC's system

thereby reducing vesseL turnaround

time. This wiLl. in turn enabLe our

customers to save bittions of shiLtings

in costs incurred in demurrage charges

every year by fuel vessels docking at

the port of Mombasa, a factor that

coutd significantLy reduce the cost of

fueL to the end user.

To enable KPC meet its revenue and

growth targets, l(PC is working with the

Ministry of Energy and Petroleum to

construct a common user LPC imPort

terminaI and storage faciLity. The LPC

faciIity is to be constructed under the

lease agreement with l(PRL, utiLizing

l(PRL's avaitabLe Land.

Regional Expansion

ln January 2017, l(PC successfuLLy placed

a contract for the construction of the

l(isumu Oit Jetty on the shores of Lake

Victoria. The jetty, once compteted, wiLL

mark a criticaI milestone for KPC as it

opens up maritime transport, and help

further unLock key export markets in

Northern Tanzanla, Uganda, Rwanda,

Burundi and Eastern DRC. The jettY,

which is being constructed atongside

KPC's l(isumu depot, wiLL be supported

by the newLy constructed Sinendet-

l(isumu pipetine, which has already

boosted throughput to l(isumu to over

460,000 Litres per hour. The jetty has

the potentiaL to turn l(isumu into a

focal point for oiI and gas commerce

in the region, thereby transforming it

into one of the busiest inland ports in

Africa. By extension, this witt atso raise

l(enya's profiLe as a strong partner in

regionaL and intra-Africa trade.

Devolution of the Pipetine Network

to Counties

To ensure that it retains and expands

its domestic and regiona[ markets, KPC

undertook a comprehensive feasibiLity

study and PreLiminary Engineering

Design for devetopment of pipetine

network to the Counties. The scope of

the assignment covered, among others,

market mapping in various regions

that are economicatLy endowed but

are currently not served by the existing

pipeline network. As a result of the

findings, l(PC is now set to extend

the pipeLine f rom Nakuru through

Nanyuki to lsioLo to serve the Central

and Northern parts of the country, and

neighbouring countries.

People

During the FY 2015116 financiaL year,

l(PC embarked on exercises in job

anatysis & profiLing, job rotation and

right sizing key departments to make

them fit-for-purpose. As part of the

exercise, l(PC f inalized the recrultment

of new Ceneral N4anagers to form the

executive committee to oversee aLL

operations. FoLLowing the concIusion

of the exercise, we aTe Proud to note

that two of the six Ceneral Managers

who form the executive committee are

internaL hires, setting the pace for the
t
I
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promotion and recognition of oLrl own

staff. lo this end, l(PC wilt continLre

to invest in on the-job .tnd c.rmpus

tralning to posit on our stalf to t:irke Lip

any additionaI opportLrnities that may

arise in the lutLrre.

Appreciation

l(PC has over thc, last year introduced

severaI new in tiative,s and me;tsLlres

to mal<e oLr scrvices rnore efficient

.rIlri ,r, rCS: Dle. I l,rr<t, tl ts olrputtLlrtrty

to lhanl( oLrr cuslomeTs for the r

continued support and partnershrp n

lhe reaIizatton of l(PC's mandate wh ch

is to provide the l(enyan econorny

wit h t he most ef f ic ien t, relia bte.

sale and most competrtive means o1

transportinq petroterlrn products.

On beh..rlf of l(PC's Board. Management

and Staff, would also Iike to recoqnizc

lam truly honoured to serve atongside you as we strive to
redefine the rote pLayed by l(PC and drive the Company
towards the realization of its strategic goals and obyectives.

the supl)ort;rccorded to l(PC. by the

Nal on.rI Treasrrry & the Ministry of

Fncr(ly & PetroLeum ln particLriar, we

are qraietLrI for the roie pl;ryed by rire

government in securing an agreemelt

between l(PRl and l(PC towards the

expansion of ortr slorage capar_ity and

oL' vct-rr,re it,to r.Jr\tle.rm .,, I ir.t i,,s.

We look forward to yorl continued

support as we ventLlr(, lnto thls

Lrnclrarted ten itory.

To rnanaqemenl and stafl on behalt

of tire Board ol D rr.r.tors, l corrmend

you a[[ for your tireless effort and

commiImenl to the attainrlrent of

l(PC s set largets and goats We work

n a chaIenginq and hrqhty volalite

industryr, ;ttrd yotlr dedica:lo1 ald

comnrilment to ptayinq yorrr ind viduaI

roles has lot only enabled the company

remain lrrotit;rble, brrl atso errsuied

lhat the country and the reqion have

a steady and unlnterrupted supply of

fueL As parl ol the country's strategic

inlrastructure, l(PC's pipeline network

is crr-rcial to maintalning the country's

econonric growth.

Finatly. I want ln a very speciaI way

lo appreciate my fellow Drrectors

on the tsoard. Over the last year, l(PC

tike aLt other State Corporations, has

come under increased scrutiny with

both the Company and youT own

personal rntegrity be ng calted nto

question. t takes great determination

and strength of character to weather

sr-rch storrns and renrain resitient and

focLrsed on deIiverinq ](PC's mandate.

Pubtic service, especiatly as a

non execUtive director of a state

corl'uration. requ res con.n Irre,tt

and great sacrifices irr both time

and personaI resources. You oflen

have to risk your own reput,rtion and

shoulder the burden of the image of

the corporation. I am trLtly honoLrred

'o trTve alorrq dc vort .ts we sl'ive

to redel ne the role played by t<PC

and drive the Company towards the

reatization of its strateqic Aoals and

object ives.

JOHN NGUMI

BOARD CIIAIR

I

(L R) KPC MD loe Sang, KPC Director Neepe lttasayon,Cabinet Secretary for Energy and petroleum chartes Keter and
KPC Chairman lohn Ngumi during the Commissioning of Line Vt eartier this year.

:'l'llr: 'r ' Kenya Pipeline Company
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Conponnrr GovTnNANCE SrnrrurNr

l(enya pipetine Company (l<PC) has engrained the principLes of Corporate Governance in its institutionaI framework and

is committed to consistently promoting the highest standards of governance which take into account the interest of aLL

stakehotders, strenqthens Board and Management accountabiLity and helps buiLd pubtic trust in the Company.

The Board of l(pC has overaLI responsibitity for overseeing the effective management and controLof the Company on behaLf of

l(pC's sharehol.ders and supervising executive management's conduct of the Company's affairs within a Laid down framework,

which is designed to enabte effective risk assessment and monitoring

ln impLementing the Corporate Covernance tenets, the Board seeks to add va[ue through constructive dialogue and

engagement with stakehoLders as weLl as management with a strong focus on the Company's strategic agenda. The Board

embraces and recognizes the benefits of

diversity in skiLLs and experience in its compositions and this engenders the effective discharge of the Boards strategic

oversight function.

As at 30th June 2017, the Board was made up to (tO) members comprising of a non-executive Chairman, the Permanent

Secretary, NationaI Treasury, the Permanent Secretary Ministry of Energy and Petro[eum, the Managing Director and six (0)

independent directors of various backgrounds. The non-executlve directors are independent of management.

The Board has estabtished four Committees with specific terms of reference to exercise detegated responsibiLities. The

Committees are nameLy the Audit, Human Resources, TechnicaI and Finance Committees. Board meetings are hetd in

accordance with the annuaI caLendar and with the exception of instances criticaL business matters arise.

'The fol.Lowing meetings were he|.d during the Year ending 30th June 2017

MFFTINC NO, OF N/EETINCS IVEMBERSH P AVERACE AIIENDANCE'7"

1

2

3

4

5

6

7

Fut[ Board Meeting

Board Finance Meeting

Board Human Resource Meeting

Board Technicat Meeting

Board Adhoc Meeting

Annua|. 6eneral Meeting

Board Audit Meeting

9

'i5

19

1',]

11

1

4

10

5

E

E

10

12

5

90%

95o/o

98o/o

90o/o

9504

100o/o

99Vo

GLORIA KHAFAFA

COMPANY SECRETARY
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Atl our investments are anchored on Vision zo:o and guided by l(PC's
'10-year Corporate Strategic PLan'Vision 2025'which aims at
transforming l(PC into a world-c[ass dlversif red oi[ & gas company.

DEAR SHAREHOLDERS,

It is my pleasure to present to you the Kenya Pipeline Company Annual Report and Financial Statements for the year

ended 30th June,2017. Once again, the Company has registered another year of incredibte financial performance in line

with her long standing corporate history. KPC continues to make investments towards the attainment of its goal to

become the continent's premier oit and gas distributor serving not only the country and the East African region but also

the wider Sub-Saharan Africa. ln this regard, we have invested in the expansion and rehabilitation of our pipeline-based

petroleum distribution and storage networks to enable us recapture our lost market share across the region. These

efforts have begun bearing fruit with a marked increase in exports during the last quarter of FY 201612017 reftecting our

financial strength and strategic competitiveness.

As the region's premier petroleum and gas pipeline, KPC hosts some of the region's most vital and strategic infrastructure. The

company currently has a combined asset base of l(shs 105.8 biLLion, ranking it among the largest firms in the region. During

Managing Director
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the year under review, l(PC maintained

prof itabiLity despite its vast commerciaL

commitments as captured in this

report. The continued profitabitity is

attributabLe to the judicious financiaL

management, commltted members of

staff and proper steer from the Board

of Directors. Our continued success is

aLso attributabLe to I(PC's commitment

to forging strategic partnerships with

various stakeholders and more so with

0it Marketing Companies, who are not

on[y our customers but a cruciaL Link

between l(PC and the end users of

petroLeum products.

ln X 2016117, our commitment to

buitding a strong reputation for

exceLLence in petroteum suppty Logistics

posted the following financial resu[ts.

Below are some of the hlghtights of

the key performance indicators that

capture the year under review:

projects incLuding Line Vl (Sinendet-

l(isumu) were capitaLized.

ln addition to direct cost, there was a

marked increase in Litigation fees and

compensation of one Triton reLated

court case with additionaL costs

allocated for activities such as advisory

services for transaction advisors. There

was also a marked increase in overhead

costs due to the recruitment of new

GeneraI Managers to form part of the

company's Executive Committee.

THROUGHPUT

During the year under review, l(PC

recorded a 57o growth in throughput

volumes to 6,238,736 m3 from 5,922,015

m3 in FY 2015116.

l(PC recover its regionaI market share

going forward.

REVENUE

Throughput revenue was up by 9%

to l(shs 25.1 bittion in the year under

review up from l(shs 23.0 bitlion

recorded in FY 2015/16.

OPERATING EXPENDITURE

ln the FY 2016111, KPC operated within

the budgeted expenditure but the

totaL operating expenditure increased

by 23o/o to l(shs 14.6 biLlion from the

previous year's l(shs 11.9 biLLion. The

increase in expenditure comprising

staff costs, pipeLine rehabititation,

depreciation, facitity Leasing and LegaI

costs as exptained above.

FINANC!At PERFORMANCE

The Company posted a 5olo decline in

Pre-Tax Profit to l(shs 11.5 biItion for

the financiaL year ended 30th June 2017

compared to l(shs 12.1 bittion achieved

in the previous financiaL year.

The decLine in profitabitity is

attributabte to an increase in direct

expenses which went up by l(shs

t.s biLlion to meet the cost of l(ey

initiatives: maintaining the aging

Mombasa - Nairobi PipeLine, leasing

of the Petrocity-l(onza depot with

depreciation cost atso going up

significantLy after key capitaL intensive

On the domestic throughput front, the

figures went up by 9% from 3,181,608m3

for the year ended 30th June 20'16 to

3,463,003m3 for the year ended 30th

lune 2017.

Export voLumes made a stight recovery

going up by 1o/o to 2,175,733m3 for the

year ended 30th June 2017 compared

to 2,740,407m3 for the year ended goth

June 2016. The marked increase is as

a resu[t of additionat investment in

improving product avaiLabiLity at the

l(isumu depot after the construction of

the new Sinendet-Kisumu Line (Line Vl).

The increase was also attributable to

a 30% discount on aLL transit products

from l(PC's Western l(enya depots

introduced in ApriL 2017 as part of our

promotionaI tariff. The two measures

coupLed with the construction of the

l(isumu 0iL ietty are expected to help

FINANCIAL POSITION

The Company ctosed with cash

reserves of l(shs z.s bitLion compared

to l(shs 11.9 biltion at the end of the

previous year. The cash position went

down as a result of our outLay towards

the payment of the Company's

share of Line V construction which

constituted 28% equity contribution.

The finances aLso supported other

capacity enhancement projects which

included the on-going construction of

the l(isumu Oitletty and the additionaL

storage tanks at Nairobi Terminal'.

During the year, the Company drew

Kshs 17.4 bi[[ion from the l(shs 35

biLLion (USD 350 miLlion) syndicated

Ioan faciLity bringing the totaLamount

drawn to l(shs 26.3 billion. Repayment

of the faciLity commenced on the 17th

.June 2017 with l(PC honouring the
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KEY CAPITAL PROJECTS

The period under review saw the Company continue to implement key capital projects whose status is given betow:

i
I

I

0

0

0

0
I

Replacement of the Mombasa-Nairobi Pipetine (t-ine s): This is a 20-inch diameter pipeIine which witL repLace

the existing t+-inch diameter pipeIine and is set for compLetion in the first quarter of 2ots. Once compLeled, it wiLI

meet projected petroteum demand up to the yeat 2044.

Construction of the Kisumu Oit Jetty: This prolect wit[ see the construction of an oiLjetty on the shows of Lake

Victoria next to l(PC's l(isumu depot enab[ing the Loading of fueL vesse[s on the take. lt witt enabLe l(PC to export

fueI to Uganda and onward to Rwanda, Burundi and South Sudan. The jetty wiLL also serve as an expansion gateway

into Northern Tanzania and onward into eastern DRC, Malawi and Zambla. With the vesseL turnaround time set at

three days, the letty wiLL boost throughput in l(isumu by t billion Litres per year and is expected to hit 3 biLLion Litres

per year by 2028.

Construction of Additionat Storage Tanks at Nairobi Terminat: This project invo[ves construction of additional.

tanks to provide sufficient capacity for receipt of higher volumes of Automotive Cas 0iL (ACO), Motor Spirit Premium

(MSP) and Jet A-1 products. With completion expected in early 20i8, the prolect witt enhance operational flexibitity,

capacity of product receipt and evacuation in Nairobi once the new Mombasa-Nairobi pipeline is operationatized.

Construction of Additionat Loading Arms in Eldoret During the year under review, l(PC successfutty instatted

additional truck toading facilities at E[doret depot to cope with the rising demand for petroteum products in the

Creat Lakes Region. The oblective of this upgrade is to enhance the supp[y of petroleum products to Western l(enya

and the neighbouring countries.

payment on the first repayment of the principal of l(shs 808 miLlion (USD 7.8 miLtion). The quarterly interest is set at an

averaqe of l(shs 380 mittion (USD 3 B mitt on) due to [he rise in the LItsOR rate over the last one year to about 1.38%.

l(PC was ab|.e to meet its statutory

obLigatlons during the year under review

remitting l(shs 4.4 bittion lo the l(enya

Revenue Authority in corporation tax

payments.

Evidently, l(PC is gearinq up towards a

brighter futLrre with key investmenls

in both upstream and downstream oil

operations. our key focus is on the

expansion of our pipetine network and

expansion of our storage capacity to meet

both tocai and regional demand. A[[ our

investments are anchored on Vision 2030

and guided by l(PC's'1O-year Corporate
President Uhuru Kenyatta with Cabinet Secretary [,1inistry of Energy & Petroteum Chartes Keter (0, Principal Secretary
State Department of Petroteum, Andrew Kamau and l(PC MD loe Sanq during the ground breaking for l(isumu oil
jetty.
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l(PC is currently seeking to recapture its market share
within the East African region and the l(PC-l(PRL
partnership couLd not have come at a better time.

KEY CAPITAI PROJECTS (continued)

Besides the above projects, the Company was atso invotved in the following criticaI initiatives during the Fy 2o16li7

Operationatization of Sinendet-Kisumu pipeline (Line vt): Line Vl was operationaIized during the year under

review and increased the fuet flow rate to western l(enya to 460,000 Litres per hour. The Line has aLso enabled the
optimization of tank capacity at the Kisumu depot from 30% to 90% enabting l(PC recapture some of its export

market share during the last quarter.

Leasing of Kenya Petroleum 0i[ Refineries Limited (KPRL): FoLtowing the close of negotiations between the
Ministry of Energy and Petroteum, l(PC and KPRL on acquisition of the l(PRL faciLities by KPC, government took the
decision to have l(PC Let the faciLities as opposed to acquisition. KPC is converting KPRL's facitities into a crude oil
storage and export facitity towards the reaIization of the Covernment's early oiI program. Under the agreement,

KPC and l(PRL signed a 3-year Lease agreement.

*!:P

CI

c

I

Truck loading at the Leased Petrocity Facitity in Konza.
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i

Strategic Plan ('Vision 2025') which

aims at transforming KPC into a wortd-

class diversified oit & gas company.

APPRECIATION

ln concIusion, I take this opportunity

to express my sincere gratitude to our

sharehoLders; the Ministry of Energy

and Petroleum and The National

Treasury for their distinguished rote

in heLping us achieve our mandate

through both poLicy and budgetary

support.

On behatf of our Executive

Management team, I wou[d also [ike to

thank the Chairman and the Board of

Directors, for their continued support,

visionary leadership and the guidance

they provided to the new management

team throughout the year.

I aLso wish to recognize the role pl.ayed

by our customers, who continue to

support our various initiatives and take

up our various product offerings. They

remain a cruciaL stakehoLder without

whom we woutd not have achieved our

set objectives and financiaI goats.

On behaLf of the Board and

Management of l(PC, I take this

opportunity to congratutate l(PC's

staff for delivering the above results

and enabling the corporation remaln

profitabte. It is through your tire[ess

efforts and commitment that we have

been abte to record this remarkabte

performance. lwou[d atso Like to

wetcome on board the former staff

members of I(PRL into the l(PC famiLy

as we work towards the transformation

of l(PC's operations into the upstream

oiI and gas market. l(PC is currently

seeking to recapture its market share

within the East African region and the

l(PC-I(PRL partnership coutd not have

come at a better time. ln the course of

the next one year, we wiL[ atso make

our contribution towards reshaping

l(enya into a crude oiI exporter through

the Covernment's early oiI program.

I [ook forward to your continued

support in making this dream a reaIity.

9
JOE SANG

MANACINC DIRECTOR





lter'y-c P lrci ri' ( orrllor!
Reoorls orcl I r,rrf r rrtl 5ttrtr:,,r,:f 1:

I or llrc ycor lnclocl lune :j(), 2(l I / lKslrs)

THr ExrcurvE TraHl

. . . .. ;_. :,i_i:...,.r..,*:.; jjsffi83ffi*jui:.;!
t-
I

.(J9:llqli/,/...... ....

Io_C fang: t'4irqr:i,ts. .D,iiii!;r .

Annual Re



a

Kenyo Pipeline Compony
Reporls ond Finonciol Stoternents

".. ) For the yeor ended June 30, 20.l / (Kshs)

Tnr lr4nNAGEMENr Trnu

Ptusxf,lwA
Coeorate Finance Manager

Manager

n{IIP TIUEII'
POect Manager - Crude oit

n€tAs icln^ atl,t frlrcux^
Business Manager

JOEL tautu

EV XS XYAXGIY

Project Manager - Speciat Pro,iects

Gr.of,t^ rc{ FAFA
Company Secretary

ZII.PER TMHE[18
Customer Retations &
Marketing Manager

LlcHor,ls GlrrEU
Procurement Manager

r J. GrD) ll rrY
Security Manager

s f,sof, sotto
Ret/enue Accounting Manager

.1

t a

Human Resource Manager suppty & Logistics Manager



Kenyo Pipeline Compony
Reports ond Finonciol Stotements
For the yeor ended June 30, 20 I 7 (Kshs)

T, ,l lt"ri , ..ti,f-,-, ,,i r.. i T: ,' I

ri
j-

,osEPH XOl{ES
Projects Manager

ELIZABEIH AKIilYI

BETIIICI I"ETEDCIGI
Foundation Manager

FNAilCIS TUIAYA
lcT Manager

CAPf. BOI{IFACE
Ain/vin9 Manager

,O3HUA MUTEA
Ag. 0perations Manager

JAilES IIYAUOI|60

rox tAtLU
Chief Manager - (PRL

nilorHY lotv^
Ag. CorpoBte Ptanning Manager Ag. Administration Manager AE. Maintenance Manager



Kenyo Pipeline Compony
Reports ond Finonciol Stotemenis

.,"""') For the yeor ended June 30, 2017 (Kshs)

lNrronnrED RrsK MnNnoTMENT Rrponr Fv 201 6/2017

The Company has embraced the integrated risk management approach through the adoption of the Enterprise Risk Management

(ERM) framework. This is in compliance with the Treasury Circular No.3/2009 on the Development and lmplementation of

lnstitutional Risk Management PoLicy Framework and in adherence with best practices.

The Risk PhiLosophy of the Company is articutated in the ERM framework. The ERM approach is apptied across at[ company

activities and operations to identify potentiaL events that may affect the company, and manage the risks to be within the

risk appetite, whiLe providing reasonabLe assurance regarding the achievement of company objectives. The risk appetite is

operationalized through a determination of the risk tolerance Limits for each risk identified. The company is cognizant of the

fact that not atl risks wi[t be eliminated and that some Level of risk witL always exist. From the foregoing, the risk response

options empLoyed inctude: risk acceptance, risk avoidance, risk reduction, risk transfer, risk termination, take opportunity

and seeking additionat information.

0 Governance

The foundation of integrated risk management in the company is a governance structure that inc[udes poLicies and

procedures that are approved by the l(PC Board of Directors whose objectives are to:

a. ldentify, measure and control risks that might impact the achievement of KPC ob.iectives;

b. Provide a framework for formutation of risk management strategies; ldentify and harness opportunities;

c. Protect and enhance reputation of the Company.

The company has embraced three [ines of defense for integrated risk management as depicted below:

The KPC Board of Directors and Management have committed to the company's risk poLicy statement and to a process

of risk management that is aIigned to the principtes of best practice in corporate governance. To affirm the foregoing

commitment during the review period, the company elevated the Enterprise Risk Management function to a fuLL

department thus setting the right tone at the top of its strategic importance in the realization of the company objectives.

Company Risk Universe

The Company has defined its risk universe in foltowing five broad categories based on the business context and strategic

orientati on.

3

0
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STRATEGIC RISK

ReLate to long term strategic objectives of the Company. This category of risk is affected by such areas as

competition, capitaI avai[abitity, gLoba[/regionaI factors, sovereign and poLiticat risks, LegaI and regutatory

factors, reputation, changes in the physical environment and economic issues.

OPERATIONAT RISK

These are the day-to-day risks the organization encounters as it strives

to deLiver its core mandate. Examples are technical risks, process

fai[ures, systems faiLures and people risks.

FINANCIAL RISK

These are related to effective management and control

of Company finances and the effects of external factors

e.g. avaitabitity of credit, foreign exchange rates, interest

rate movement and other market exposure.

ENVIRONMENT, HEALTH, AND SAFETY RISK

These relate to issues of heatth, safety and environmental hazards.

tEGAt AND REGULATORY RISK

This retates to the legatand reguLatory responsibiLities of the company. Such incLude non-

comptiance to the State Corporations Act, non -compIiance to ERC, NEMA, KRA and other

reguLatory bodies

Corporate Risks and Key Interventions lmptemented

The corporate risks are derived from an enterprise-wide risk assessment and ranking of risks on the ratings of Liketihood

and impact. The corporate risks therefore are the key risk management focus and require significant strengthening

of risk controls. BeLow are the corporate risks for lf,e 201612017 financial year and the key interventions that were

impLemented:

strategy Risk

6

0

2.

Prepared market inteltigence reports on market share

Development of a business case for setting up

of regional liaison off ice in l(igati with the aim of

resotving customer issues promptly within the region

lmplementation of promotional tariff

lnitiation of corporate rebranding project

Proactive media and stakehotder engagement

on various pLatforms

Devetopment of departmentaI strategic plans

aligned to l(PC Vision 2025

Atignment of annuaI budget to strategic objectives

Monitoring and reporting on impLementation of the

strategic p[an

2.

3.

3.

1.

2.

Restructuring of project management in the

company and resourcing of the project management

function

Decline in Market Share Strategy Execution Control

Adverse Pubticity sfl Project Detivery constraints
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Ultage Constraints
Product Loss/Leakage
from Pipetine System

Operational Risk

Automation and rotI out of capacity sharing

Stakehotder engagement adherence to product

quatity standards

Upgrading of CCTV and implementations of ISS phase ll.

Sensitization of staff on matters terrorism quarterly.

Lighting enhancement in KPC instattations.

Financial Risk

Automation of overtime/shift payments

Periodic review of seqreqation of duties

At[ payment processes were automated.

Review Service LeveI Agreements with vendors

Sensitizations of alI staff on Statutory obligations and

titigation process - Legal Clinics

Proactive approach to manage potentiaI breaches of

regulation to prevent Iitigation

Line'l inline lnspection.

Construction of Line 5 to replace the aging line t

p ipe Iin e

Advanced fire training for atI firemen

Automation of f ire system in depots

lmptement recommendations of process equipment

aud it

Safety awareness week

EstabIishment of tiquidity threshotds as key risk

i nd i cato rs

Monitoring and reporting on cash position

2.

1.

2.

2.

5% certification training of staff in relevant equipment maintenance annualLy

Enhanced engagements with l(PLC on the management of unscheduled shut down due to power outage

Environment, Health,
and Safety Risk

2.

1.

2

3.

4.

2.

2.

3.

2.

3.

Line Unavailabitity

Terrorism@

Fraud Liqu id ity

Litigation
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0

0

0

Emerging Risks

During the financial.year, the company monitored emerging and evolving risks, and their impact on company business

The summary of emerging risks and interventions measures are presented hereunder:

Pipeline Gain [oss: ContinuaI variances on pipeLine gain loss figures in our books and the pipeLine system are a source

of uncertainty. During the period, procedures for operations, Supply Logistics and Product Accounting processes were

reviewed and harmonized. To further strengthen the existing controls, the company developed a customized Gain/Loss

SAP soLution.

Environmental Degradation: lncidences of product Leakages were reported along Line 1 due to the aging pipeline. This

was a souTCe of uncertainty with regard to the possibLe environmentaL damage, and heaLth concerns to residents as a

resutt of hydro-carbon release from the pipeLine system. The company is constructing Line 5 pipeline which witt replace

the ageing pipetine and minimize this risk.

System Risk: Cybercrime incidences increased gtobatty during the period. The company continued to test and maintain

the operating systems and proactive review of softwares and access control reviews and updates.

Acquisition & Merger Risk: During the period, the company acquired the l(PRL. The acquisition presented a major

business risk for the company. The company undertook a due diLigence report as a mitigation measure before a finaL

investment decision was made.

potitical Risk: The key concerns were the shifting of potitical interests in the region that ted the planned construction of

the l(enya -Uganda pipeLine to coLlapse. The Company commenced the exercise of deveLoping a bLue print for geographicaI

expansion that wiL[ inform the company's expansion into the region.

Business Continuity Management

Business Continuity Management (BCM) is a core component of good corporate governance and is an integraL part of

integrated risk management in the company. The company aims to aLways maintain appropriate business continuity

strategies commensurate with the criticaLity of its functions. During the financiaL year, the company initiated the

process of reviewing the Business Continuity Ptans (BCP) that are appticable to aLL mission criticaL business units in the

organization. The exercise wiLL be compteted during lhe 201712018 f inanciaL year.

Conctusion

During the financiaL year, the business context report was re-eva[uated and a forma[ risk assessment undertaken across

aLL business units. The monitoring exercise is undertaken quarterty during which contro[s of each corporate risk are

assessed to eva[uate their effectiveness. Quarterly reporls were prepared and escaLated as per poLicy. The company

considers integrated risk management as a strategic tool as evidenced through the imptementation of measures aimed

at strengthening risk management stewardship.

In conctusion, during the financiaL year, risk management in the company was proactive and integrated, whereas

decision making in the company were atigned to risk based thinking thus providing reasonable assurance regarding the

reatization of company objectives.
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l(PC is commiLted to transforming the Lives of needy secLions of society through an elaborate Corporate SociaI lnvestment (CSl)

program. The program constitutes various projects geared towards improving the Iives of communities ln different parts of l(enya.

The company has committed to spend up to 1% of the company's Profit After Tax on CSI activities. l(PC is lndeed enthusiastic
about making communities prosperous, safer, heaLthrer and better educated, through its CSI agenda in sync with the fabric of
our corporate motto: 'fransforming Lives'.

Whereas the company conducts its business ethicaLly and adheres to existing Laws and regulations, emphasis is given to
interventions that directly transform Iivetihoods of communities to empower them as they strive for a better quatity of tife. To

this end, the company's Corporate Social lnvestment (CSl) lnitiatives provide communlties with opportunities for engagement
in the foLlowing thematic areas:

Ed ucati on

Heatth and Sanitation

S po rts

Empowerment of Youth, Women and Persons with Disabitlties
Energy Conservation and EnvironmentaL Restoration

Provision of Ctean Water

Emergency Response

The company ctose[y collaborates with key stakehotders, including government agencies and non-profit organizatrons, to
strengthen its community engagements. During the FY 2016-2017, l(PC initiated projects to the tune of l(shs 135,508,539 as part
of the company's Corporate SociaI Investment.

Partnership Collaboration

a

iii

iv

vi.

vii

Partnership co[[aboration is an essential pillar of t(PC's CSI

strategy. ln Iine wilh this, the company partners with ptayers rn the
development sector to promote quatity lives for aI l(enyans. During

the year under review, we parlnered with The Mater Cardiac Program

in the successful operation of a child with a heart condition.

Some of the CSI initiatlves undertaken dulng the year under review
include the followinq:

rht Kftya '!pu"i"-rq *r

*tyu2at

q ..,,, ,,,,8;,,, ,(,,i

The Mater Heart Run: KPC Foundation
Manager Bernice Lemedeket (far right)
and KPC Managing Director Joe Sang
(second right) present a donation of Kshs
500,000 to officials of the Mater Heart Run
Foundation.

KPC Management team led by company MD Joe Sang hands over a dummy cheque of
Kshs 2,000,000 to the Mount Kenya University for the lnternational Conference on Peace,
Security and Social Enterprise
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Kaminjeiwet Resource centre - Education

The l(aminjeiwet ResoLlrce Centre is in l(ericho County. The

ResouTCe Centre has been funded by l(PC to the tune of l(shs

9,ooo,ooo.oo. lt witI beneflt cLose to '12,500 students from

nearby schooLs.

This prolect wiLl have a huge impact on the improvement of

education standards in this area. lt is important to note that

this is the only resource center of its kind within l(ericho

County The project s nearing complet on (ssz) and has

progressed impresslveLy bear ng in mind the ground breaking

of the project took pLace on z3rd December 2016.
Kaminjeiwet Resource Centre in Kericho County that has been

constructed by KPC Foundation.

Ongoing cortstruction works at Simbl Secondary School

Masangora Girls Secondary schoot - Education

Students from Masangora Cirls Secondary SchooI

in l(una East Constituency, MIgori County, have a

reason to smile afler l(PC funded the construction

of c[asses and an adminrstration bLock in the girls'

schooI lo boost learning. The project witt not onty

empower the gir[ child in lhrs area but wltI aLso

improve the education standards in l(uria, a place

that has had high levels of itliteracy and poverty.

Once compLeted, the students who currently have

their cIasses in the adiacent primary school witL

occupy [he new classes glving them a conducive

environment they need for learning.

Simbi Secondary School Science Laboratory - Education

Simbi Secondary SchooI Science Laboratory pro]ect, also

fuily funded by l<PC, wiLL be impactful to the schooI

especialty in re[ation to science subjects. The schooL,

Located in l-lomabay County, does not have a science

Laboratory, a fact that has negative[y impacted on the

schooL's perfcrmance in the sctence subiects. The school

has recorded poor resulls in nationaI examinations due

to poor infrastructure. Once complete, the project wiLL

transform Iives of 240 students in thls school.

,,'-..w -"W

Ongoing construction of administration block and c/asses at Masangora Girls

Secondary School.
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One of the c/asses that has been constructed in Kamondi
Primary School by KPC Foundation.

Kamondi Primary School - Education

Through l(PC CSI agenda, l(amondi Primary School in

Migori County will effectively ro[[ out the digitaL training

program for Class One pupils that has been initiated by

the nal onal government. l(PC funded the construction of

a computer [aboratory and classrooms in the scho0t. The

schooI has already received the

digitat Learning tablets from the

government after the [/inistry of

Education officials were satisfied

with the security and [earnlng

standards of the [aboratory. The

project, which is now compLete

and is in use. witI benefit a

popuIation of 925 puprts.

KPC Foundation Manager, Bernice
Lemedeket (3rd from Left) pose
for a photo willt Kamondi Prrmary
Scltool Management.

Akithii Secondary Schoot -
Provision of Water

Akithii Cirts'Secondary Schoo[, located about

201(ms from Meru town. has benefited from the

generosity of l(PC's CS program. The schooL,

with a student popuLation of 734 students, lacks

retiabte running water and this has posed a huge

chat[enge to the managernent of the school due

to the fact that it is a boarding schooL. The dritting

of a borehoLe, fuLLy funded by l{PC, is set to be the

game changer.

I he prolecr nJs pro-

gressed wetl and is hatf

wJV cOmplete, wit'r pip-

rng and instattation of a

submersible water pump

and tanks remaininq.

XINYA 
't'8l,Oft! 

CPMPATY LIMITID
b ^6''

Ircffi
-7.973'90

KPC Foundation Manager Bernice Lemedeket (L) hands over a dummy Cheque
to Akithi Girls Secondary School Principal Ms. Hellen Nyaga.

Students fron Akithii Girls' Secondary School in Meru County entertain KPC staff during a project tour of
the borehole.
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Sports Philanthropy

The company has also used sports to touch the Iives of

thevarious sections of socrety The l(PC ladies'votteyball

team remains the Company's signature initiative that

has spanned decades of sporting excel[ence The

gaLLant grrls, many from disadvantaged backgrounds,

have heLped pLace KPC and the country on the world

map through their various achievements in both [ocal

and international tournaments. The team has not onLy

galvanized the l(PC fami[y but has also been a souTce

of national pride for l(enya and Africa. ln addition. the

company organised other sLlccessfut sports initiatives

such as the annuaI to-km l(ibwezi race, a youlh cycling

event in E[doret, a footbatt tournament for the e[derly

in Nakuru among other interventions.

*N"r

Ag. Chief Corporate Communications Officer Bernard Barasa, flags off cyclist
in lJasin Gishu County in an event sponsored by KPC.

Mr. Benson Muliti, a village elder expresses community concerns to KPC representatives at a

Right of Way public baraza in Makindu

@

T

PhyltisKandie(Righttnglasses)andBaringoCountyGovernor StanelyKiptis(LeftinawhiteCap)takespartinChemususu
Dam Half Marathon that was sponsored by KPC.

community Engagement Forums 'r ?'

KPC acknowledges the role of

communities not just as recipients of

services but aLso as vaLued stakehoLders.

The company conducts quarterly Right

of Way (R0W) public barazas as a way

of invoLving communities in decision

making, and getting their support in

protecl ing l(PC s'nteresls.

I

I
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Rrponr Or fnr Drnrcrons

The directors present their report together with the audited financiaL statements of l(enya Pipeline Company Limited for the

year ended 30th June 2017, which disclose the Company's state of affairs.

ACTIVITIES

The principat activity of the company is transportation and storage of refined petroleum products.

RESUTTS KShs

Profit before taxation

Taxation charge

11,478,440,653

(:,sr o,er:,azs)

Profit after tax for the year 7,961,526,828

DIVIDEND

The directors do not recommend payment of a dividend in respect of the year (2016 - NtL).

DIRECTORS

The current directors are as shown on page 06 to 09

AUDITORS

The Auditor Ceneral is responsible for the statutory audit of the company's financiat statements in accordance with Section t4

of the Public Audit Act, 2003.

By 0rder of the Board

COMPANY SECRETARY

NAIROBI

2017
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SrnrrurNT oF Dtnrcrons' RrspoNstBtLtlES

The Companies Act requires the directors to prepare financiaL statements for each financiaI year which give a true and fair

view of the state of affairs of the company as at the end of the financiaL year and of the operating resuLts of the company

for the year. lt aLso requires the directors to ensure that the company keeps proper accounting records which disclose with

reasonable accuracy at any time the financia[ position of the company. They are aLso responsible for safeguarding the assets

of the company.

The directors are responsibLe for the preparation and fair presentation of these financiaI statements in accordance with

lnternationaI FinanciaI Reporting Standards. This responsibitity inc[udes: designing, impLementing and maintaining internaL

controls relevant to the preparation and fair presentation of financiaL statements that are free from materia[ misstatement,

whether due to fraud oT errors, selecting and applying appropriate accounting policies, and making accounting estimates that

are reasonable in the circumstances.

The directors accept responsibiLity forthe annuaL financiaI statements, which have been prepared using appropriate accounting

policies supported by reasonable and prudent judgments and estimates, in conformity with lnternational Financial Reporting

Standards and in the manner required by the Companies Act. The directors are of the opinion that the financiaI statements give

atrueandfairviewof thestateof thefinanciaL affairsof thecompanyandof itsoperatingresutts. Thedirectorsfurtheraccept

responsibitity for the maintenance of accounting records which may be relied upon in the preparation of financia[ statements,

as weLl as adequate systems of internaI financiaI contro[.

Nothing has come to the attention of the directors to indicate that the company wi[[ not remain a going concern for at [east

the next twelve months from the date of this statement.

6

9
Director

2017

Director

2017



REPUBLIC OF KENYA
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Website: www.kenao.go.kc

P.O. Bor 300E4{0100
NAIROBI

OFFICE OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR€ENERAL ON KENYA PIPELINE CONiPANY
LIMITED FOR THE YEAR ENDED 30 JUNE 2017

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Kenya Pipeline Company
Limited set out on pages 35 to 75, which comprise the statement of financial position
as at 30 June 2017, and the statement of profit or loss and other comprehensive
income, statement of changes in equity, statement of cash flows and statement of
comparison of budget and actual amounts for the year then ended, and a summary
of significant accounting policies and other explanatory information in accordan@
with the provisions of Article 229 of the Constitution of Kenya and Section 35 of the
Public Audit Act, 2015. I have obtained all the information and explanations which,
to the best of my knowledge and belief, urere necessary for the purpose of the audit.

ln my opinion, except for the efbcts of the matterdescribed in the Basis for Qualified
Opinion section of my report, the financia! statements present fairly, in all material
respects, the financial position of Kenya Pipeline Company Limited as at 30 June
2017, and of its financial performance and its cash flors for the year then ended,
in accordance with lnternational Financial Reporting Standards and comply with the
Companies Act, 2015.

Further, as required by Article 229(6) of the Constitution, based on the procedures
performed, except for the matter described in the Basis for Qualified Opinion and
Other Matter sections, I confirm that public money has been applied lawfully and in
an effective way.

Basis for Qualified Opinion

Trade and Other Receivables

As reported in my 201512016 audil report, the company's financial statements
reflect trade and other receivables amounting to Kshs.12,O48,271,43 (2016
Kshs.8,444,U1,722), as disclosed under Note 20. lncluded in this balance is
Kshs.4,314,146,056 (2016 Kshs.4,200,000,000) due from an Oil Marketing
Company (OMC) but which claim is disputed and has been subjected to arbitration.
The arbitrator in 2016 ruled in favor of the OMC with an award of US$.19,758,595,
equivalent to Kshs.2,053,137,310 at the ruling exchange rate as of 30 June 2017.
Subsequently, the Company has lodged an appea! in court against the rulinf,rnf the
arbitrator but determination of the aooeal was pendinq at the time of finalizino't,..
Reptn tl'lhe .lulitttr-(ienerul tm the F'inunc'iul Stutametil.\ (il'Kenvu Pipcline ('ttmpun' Limited lir the .t'eur
endetl J0 Jatrc 2o l'

{
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Pnnot ing .il'counrubilin, n the htblic k<*tr
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audit. The contingent liability resulting from the arbitrator's ruling has not been
recognized in the financial statements. Further, it has not been possibh to confirm
whether and wl'ren the company will recover the Kshs.4,314,146,056 owed by the
OMC. No provision has been made in the financial statements in relation to this
uncertainty.

The audit was conducted in accordance with lntemational Standards of Supreme
Audit lnstitutions (lSSAls). I am independent of Kenya Pipeline Company Limited
in accordance with ISSAI 30 on Code of Ethics. I have fulfilled other ethical
responsibilities in accordance with the lSSAls and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I

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

Emphasis of illatter

Land without'l'ite Deeds

As reported in the prior year's audit, included in the leasehold land balance of
Kshs.S,167,281',314 (201512016 Kshs.4,766,260,609) disclosed under Note 15 to
the financial statements are parcels of land valued at Kshs.l .928,677,778 which
have no title deeds. Further, available information indicates that Plots
No.LR.9O42l22:,5 and 11411131114, where the Company's Embakasiand Mombasa
depots are located and wrtrich are canied in the books at Kshs.869,759,420 and
Kshs.130,257,024 respectively, have their titles issued in the mother title in the
name of KenyerAirports Authority (l(AA). Although, according to the management,
the National Lands Commission (NLC) has written to l(AA to surrender the mother
title to Facililatr: the issuance of the sub-titles. this is yet to be done. Under the
circumstances, it is not possible to confirm that the Company owns the two parcels
of land in its possession, and indeed the carrying value of land as stated in the
financial staternents as at 30 June 2017.

Key Audit tatErs

Key Audit Matlers are those matters that, in my professionaljudgement, are of most
significant in ttrc audit of financial statements. There were no Key Audil Mafters to
report in the y:ar under review.

Odrer Xlatbr

Hydrant Pit Valves

As h(Thlighted in my report for 201512016, the Company atmrded a USD.6,409,492
(Kshs.655,880,009) contract for the supply of hydrant pit vafues - CM/ isolation
valves - and two-year operational spare parts, to a company through direct
procurement, contrary to the requirements of the Public Procurement and Asset
DisposalAct, 2015. Although the company, which was based in the United States
of America, was reportedly inviled to bid for the tender on the basis that it was the
original manu'facturer of the equipment, no documentary evidence has been availed

t

Rcyrt tl.tlu: .1ud,;tor-(ienerul tn tha f inuncial Stotcments d'Kem'u Pipeline Compum' Limited.l'or the yeur
cnJcJ 3ll .lutrc, )() l-



in support of this assertion. Further, there has been no documented justification
for the need to procure operational spares parts to cover two years. Also, although
the spares pads were delivered to the Company on 14 July 2015, they were not
formerly inspected and received for use. As at the time of concluding this audit, the
matter was still under investigation by the Ethics and Anti-Corruption Commission.
Under the circumstances, I am not able to confirm the Company's compliance with
procurement procedures, and the propriety of the contract amount of
Kshs.655,880,009 incurred on supply of hydrant pit valves.

Other lnformation lncluded in the Annual Report

The directors are responsible forthe other information, which comprises the report
of directors as required by the Kenyan Companies Act, 2015. The other
information does not include the financial statements and my auditor's report
thereon.

My opinion on the financial statements does not cover the other information and I

do not express any form of assurance or conclusion thereon.

ln connection with my audit of the financia[ statements, my responsibility is to read

the other information and, in doing so, consider whether the other inforrnation is
materially inconsistent with the financia! statements or my knowledge obtained in

the audit, or othenadse appears to be materially misstated, lf, based on the work I

have performed on the other information that I obtained prior to the date of this
auditor's report, I conclude that there is a material misstaternent of this other
inforrnation, I am required to report that fact.

Responsibilities of the Directors and those charged with Governance for
the Financial Statements

The directors are responsibte for the preparation and fair presentation of these
financialstatements in accordance with lnternational Financial Reporting Standards
and the requirements of the Kenyan Companies Act, and for such internal controls
as directors determine are necessary to enable the preparation of financial
statements which are free from material misstatement, whether due to fraud or
error.

tn preparing the financial statements, the directors are responsible for assessing
the Company's ability to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going concern accounting
assumption. The directors are responsible for the Company's financial reporting
process.

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

lleport qf'thc Auditor-Gcncrul rn the Financial Stutemattts oJ'Kanyu Pipaline Cunpany Limitei.lbr tltcrcur
cndcd 30 ,hnc 2011



Auditor-General's Responsibilities for the Audit of the Financial Stetements

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud
or error, and to issue an auditor's report that includes my opinion in accordance
with the provisions of Section 48 ol the Public Audit Act, 2015 and submit the audit
report in compliance with Article 229{7J of the Constitution of Kenya. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with lSSAls will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial
staternents.

As part of an audit in accordance with lSSAls, I exercise professional judgement
and maintain professional scepticism throughout the audit. I a[so.

r ldentify and assess the risks of material misstatement of the financial
statements, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for my opinion, The risk of not detecting a material
misstaternent resulting from fraud is higher than for one resulting from error, as
fraud may !nvolve collusion, forgery, intentional omissions, misrepresentations,
or the override of internal control.

. Obtain an understanding of internal control relevant to the audit in order to
design audit procedures which are appropriate in the circumstances and for the
purpose of giving an assurance on the effectiveness of the Company's internal
contro[.

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

. Conclude on the appropriateness of the directors' use of the going concern basis
of accounting and based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt
on the Company's ability to continue as a going concern. If I conclude that a
material uncertainty exists, I am required to draw attention in the auditor's report
to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify my opinion. t\ily conclusions are based on the audit
evidence obtained up to the date of my audit report. However, future events or
condltions may cause the Company to cease to continue as a going concern.

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

r Obtain sufficient appropriate audit evidence regarding the financial information
of the entities or business activities to express an opinion on the financial
statements.

Report ol'the .lurtiutr-Gencrul on tht Finunciill Stdeilenfi of'Kenyil Pipeline Companr Limited /itr lhe vedr
ended 30 .Junc 20 l 1



I Perform such other procedures as I consider necessary in the circumstances.

I communicate with the directors regarding, among other matters, the planned

scope and timing of the audit and significant audit findings, including any significant
deficiencies in internalcontrolthat are identified during the audit.

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

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Companies Act, 2015, I report based on the audit, that:

(i) I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of my audit;

(ii) ln my opinion, proper books of accounts have been kept by the Company,
so far as appears from the examination of those books;

(iii) The Company's statement of financial position and statement of profit or loss
and other comprehensive income are in agreement with the books of
account; and

(iv) ln my opinion, the information given in the report of the directors is consistent
with the financial statements.

r
FCPA Edward R. O. Ouko, CBS

AU-pl:JqR.gENERAL

Nairobi

12 January 2018

Report o! the,.lrulit<tr-Gencrul on the Finuncidl Stetemettts ol'Kanyu Pipelina ('ouputt LimitcdJbr tlrc year

efldecl 30 Junc 201-
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2017 PrnronuANCE lNotcnrons

Transport Revenue (ln Kshs. Millions) Profit Before Taxation (ln Kshs. Millions)
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Srnrrurnr oF Pnorrr oR Loss AND OTHER CoMpREHENSTvT lNcorrar

Note

2017

KShs

2016
Restated

KShs

2016

KShs

REVEN U E

DIRECT COSTS

GROSS PROFIT

OTHER INCOME

FINANCE INCOME

FOREICN EXCHANCE CAINS

FINANCE COSTS

ADM I NISTRATION EXPENSES

PROFIT BEFORE TAXATION

TAXATION CHAR6E

PROFIT AFTER TAXATION

E

6

25,134,869,469

(9,2Bs,Bos,e04)

15,849,063,565

362,564,293

455,249,456

101,628,230

(4s0,074)

(5,295,614,817)

11,478,44O,653

(3,sl6,913,82s)

7,961,526,828

23,018,986,040

(t latpz,sso)

15,237,193,49O

290,415,562

220,078,248

409,787 ,739

(3,780,683)

(4,100,346,177)

'12,o53,348,179

(3,606,83s,608)

8,446,512,571

22,982,003,338

(7 ]8i,7e2,550)

15,200,210,788

290,415,562

220,078,248

409,787,739

(3,780,683)

(4Jo},346,177)

12,016,365,478

(3,606,83s,608)

8,4O9,529,87O

7

a(a)

8(b)

e(c)

9

tt (a)

oTHER CoMpREHENSTVE TNCoME (OCr)/ (LoSS)

Items that will not be reclassified subsequently to profit or loss,

Retirement Benefit Scheme - net income

Re-measurement (Other Comprehensive

Income - DB Retirement Benefit Scheme) ta(b) (zz,too,ooa)

39,828,200

(sz,eu,+oo)

101,496,312

( 87,488,676)

56,246,603

(3i,242,013)

Deferred tax on OCI

OTHER COMPREHENSIVE LOSS FOR THE YEAR

TOTAL COMPREHENSIVE INCOME FOR THE YEAR 7,868,594,361 8,416,766,810 8,409,529,870

EARNINGS PER SHARE 12 438 465 463
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SrnrrvrNT oF FrNnNcrnL PosrrroN

AS AT 3OTH JUNE 2OI /

ASSETS Note

2017

KShs

2016
Restated

KShs

2016

KShs

Non-Current Assets

Prop()rty, ptant and equipment

Leasehotd land

lntangibLe assets

lnve:;tme nts

Retirement benefits

Trade and other receivables

Total Non-Current assets

Current Assets

lnventories

trade and other rece vabtes

Taxation recoverabte

Short lerm deposll.s

Bark and cash batances

Total Current Assets

Total Assets

SHAREHOTDER'S FUNDS AND TIABITITIES

capitat and Reserves

Sh;rre r::1-.itaI

Sh,lre premium

Reiained earnings

Revatuation reserve

Non-Current tiabilities

D€,ferred taxation

Syndicated Long Terrn Loan

current Liabilities

Trade and other payabtes

14

15

16

17

98,091,1 B 5,91 9

5,167 ,287,314

858,296,848

36,306,359

880,443,3r 5

t,,si,taz,tza

1O5,803,282,49'.|

1,591,711 ,921

12,048,27-1,443

1,176,703,986

6,063,946,835

1,478,365,330

22,359,065,515

128,162,348,005

3f J ,r6h,007

512.288,916

7A,967,940,523

1 0.004.768,990

81,848,4il,436

5,381,329,078

22,983,317,480

28,364,646,558

14,585,905.944

80,000,000

3,283,331,068

17,949,237,O12

128,162,348,0O6

64,832,559,060

4,766.260,609

64,832,559,060

4,766,260,609

1 1 0,999,1 61

rB(b)

20

1 1 0,999,1 61

:0,:oo,:lsg

920,112,901

422,596,994

36,306,359

i,ooo,r os,boo

tzz,sso,,.giq

19

20

tt (c)

21 (a)

21 (b)

71,088,835,084 71,174,8n,183

1 ,688 ,297 ,234 1 ,688 ,297 ,234

8,444,841,722 8,407,859,021

9,141,970,606 9,141,970,6A6

2,781.706,2192,787,706,279

22,062,815,841

93,151,550,925

22,025,833,14O

93,200,660,323

22

25(a)

2s(r,

-rb ],46b,001

5i 2,:88,9i 6

63,099. r16, I 61

14,022,711,045

73,997,812,129

r,165,408. l3'l

9,69i,497 ,096

14,862,965,485

1',72r,,8J6 236

320,089.228

300,000,000

943,975.847

4,29O,473,311

93,15'r,650,925

)6).466.t)01

DJe to Retaled Parties

24

zt(c)

512,288-,916

63,092,1 08,956

10,022,711,045

73,99O,s74,924

\,221,114,992

9,697 ,497 ,096

14,919,212,088

2.726,848,236

320,089,228

300,000,000

943,975,841

4,29O,873,3'.1'l

93,2OO,650,32?Iotal Shareholder's Funds and Liabilities

lhe linanc..ti ,t;ierer. :, on page:,39 to ii2 u/crc approved and authorized for issue by the Board of Directors on 19th December

[tivrdend Payabte

fax p3yable

.urr(,r)l Poriion of torlg Term Loarl

i:017 and s ig neo on the rr be ha Lf i y

Director
9

Director
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SrnrrurNT oF CnnNors lN Eoutrv

Share
Capitat

KShs

Share
Premium

KShs

Retained
earnings

Kshs

Revaluation
Reserve

KShs
Total

Equity

At 1 Ju[y 2015 363,466,007 512,288,916 54,787,041,811 10,022,711,045 65,685,507,78

Profit for the year 8,409,529,870 8,409,529,870

Dividends declared- 2015 (3oo,ooo,ooo) (3oo,ooo,ooo)

Prior year Adjustment - provision write-back 65,272,727 65,272,727

Prior year Adjustment - Taxation 2015 (Note 11(c)) 130,264,548 130,264,548

As at 30th June 2016 363,466,007 512188,916 63,092,1081955 10,022,711,045 7319901574,923

Other Comprehensive Income (0Cl) - FY2016 (1 87,488,676) (1 87,488,676)

Deferred Tax on FY 2016 ocl 56,246,603 56,246,603

Net expense recognized in lncome statement - FY2016 101,496,312 101,496,312

Adjustment to RB Asset 265 265

Understated Revenue N2015116 36,982,701 36,982,701

At I July 2fi6 (Restateo 353,456,007 512288,915 63,099146,161 10,022,711,045 73,997,812,129

Profit for the year 7,961,526,828 7,961,526,828

Other Comprehensive lncome (OCD - FY2017 (92,932,466) (92,932,466)

Deferred tax on Kisumu plots revaluation 1,689,452 7,689,452

Prior year Adjustment - Disposal of Kisumu plots (2s,63r,s07) (2s,631,s07)

As at 30th June 2017 363,456,007 512?88,916 70,95?940,523 101004,768,990 81,848,454,436

,r litrr' ( i,trr ,ir ll
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SrnrrurNT oF Cnsr Frows

6
Note

2017

KShS

2016

KShsAsSETS

CASH FLOWS FROM OPERATING ACTIVITIES

Cash generated from operations 26(a) 21,425,356,329 1 6,330,463,925

lnterest received 455,249,455 220,078,248

I nterest expense e(c)

tt(c)

(4s0,074) (3,780,683)

lncome tax paid (s,3s3,482,s36) Q,405,199,427)

'/Vithhotding and Advance taxes paid rr (c) (2o,44r,sBo) (17,359,684)

Net cash generated from operating activities 16,506,231,594 14,124,2O2,379

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property, plant and equipmenl (36,289,206,634) (23 ,2i7 ,Bs9 ,227)

Proceeds from disposal of property, ptant and equipment

Purchase of intangibte assets

8,131,915 2.284,543

16 (s80,793,866) (11,s20,169)

Proceeds from disposal of investment in LPC 75,272,728

Net cash flows used in investing activities (32,161,868,s8s) (23,2s1,822,12s\

CASH FLOWS FROM FINANCING ACTIVITIES

Loan Drawdown 17 ,31 6 ,320 ,316 9,697 ,49? ,096

Dividends paid (3oo,ooo,ooo) (3oe,4oo,ooo)

Repayment of borrowings (BoB,o48,o47)

l'let cash ftows from financing activities 16,268,272,269 9,388,097,096

NET INCREASE IN CASH AND CASH EQUIVATENTS (4,397,364;tzo) 260,475J9O

CASH AND CASH EQUIVALENTS AT BEGINNING OF THE PERIOD 11,929,675,885 11,669,200,135

cAsH AND cAsH EQUIVATENTS AT END OF THE YEAR 25 (b) 7,542,312,165 11192915761885
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SrnrrurNT oF CoupnnrsoN or BuooET AND Acruru AuouNrs
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For the yeor ended June 30, 20,l 7 (Kshs)

St,,lf i./t'lt I i )f (--L)1\,,1i),,'rirll:(.)r.i r-,I Bl ri-)(]t i ,'ii.ri) A,-tLt,rL Airit-tiJNTS ic-onlinued)

Throughput Revenue

i. Tariff Review: Approved tariff was l(shs 5.22 per cubic metre per l(itometre compared to the budgeted tariff

of kshs 6.34 per cubic metre per kiLometre.

ii. Throughput VoLumes Shortfall: achieved throughput volume was 4o/o betow the budgeted volume of 6.48M3

which transLates to Kshs 2.6 bittion.

Finance income

The variance is occasioned by growth in deposit interest from the Loan drawn down for Line 5 PipeIine project.

Other lncome

Shortfatt as a resuLt of Unreatized income target from Morendat Institute of OiLand Cas of l(shs eos mittion.

4. Expenditure

EmpLoyees costs were below budget on account of the foLtowing factors:

- Pending payment of proposed salary increments that was factored in the budget,

- Pending payment of staff bonuses for the year,

Maintenance costs were below budget due to delay in awarding Linet rehabiLitation works and detay in

cLeaning of scheduted tanks due to unavaitabiIity of the tanks.

Finance costs: no budget provision is made for apparent and realized exchange gains/(Losses).

Depreciation charge is betow budget due to the non-completion of the Line 5 project which had been

factored in the budget.

Administration costs: there were savings on domestic buitding maintenance, advertising software

Licences, and branding Legal expenses.

3

t.

il
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Norrs ro rHE FrNeNcnr SrnrrmENTS

1. ACCOUNTING POLICIES

a) Statement of Compliance

The financiaI statements have been prepared on a historical cost basis except for the measurement at

re-vatued amounts of certain items of property, ptant and equipment, marketabte securities and financiaL

instruments at falr value, impaired assets at their estimated recoverabLe amounts and actuariaLty

determined tiabiLities at their present vaLue. The preparation of financiaI statements in conformity with

lnternationaL FinanciaL Reporting Standards (IFRS) aLtows the use of estimates and assumptions. lt also

requires management to exercise judgement in the process of appLying the entity's accounting poticies.

The areas invotving a hlgher degree of judgement or complexity, or where assumptions and estimates

are significant to the financiaL statements, are discLosed in notes. The financiaL statements have been

prepared and presented in l(enya Shitlings, which is the functionaI and reporting currency of the entity.

The financial statements have been prepared in accordance with the PFM Act, the State Corporations

Act (incLude any other appticabte tegistation), and lnternationatFinanciaI Reporting Standards (IFRS). The

accounting po[icles adopted have been consistentty apptied to all the years presented.

Adoption of new and revised International Financiat Reporting Standards (lFRss)

O Relevantnewstandardsandamendmentstopublishedstandardseffectivefortheyearended30June20T6

Amendments to IAS 32

Offsetting FinanclaI

Assets and FinanciaL

Lia b itities

Amendments to IAS 36

Recoverabte Amount

Disctosures for Non-

FinanciaI Assets

The fotlowing new and revised IFRSs were effective in the current year and had

no materiaL impact on the amounts reported in these financiaL statements.

The amendments to IAS 32 ctarlfy the requirements retating to the offset

of financiaI assets and financiaI LiabiLities. Specificatty, the amendments

clarify the meaning of 'currentty has a legatty enforceable right of set-off'

and 'simuLtaneous reatisation and setttement'. The amendments have been

appLied retrospectivety.

As the company does not have any financiaL assets and financiaI LiabiLities

that quaLify for offset, the appLlcation of the amendments has had no impact

on the disctosures or on the amounts recognised ln the company's financiaI

statements.

The amendments to IAS 36 remove the requirementto disclose the recoverabte

amount of a cash-generating unit (CCU) to which goodwitt or other lntangib[e

assets with indefinite usefuL Lives had been aILocated when there has been

no impairment or reversal of impairment of the reLated CCU. Furthermore,

the amendments introduce additiona[ discLosure requirements appllcabLe to

when the recoverabte amount of an asset or a CCU is measured at fair vatue

Rt'lt ii ttrclille !-r.nl
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NrfrES To THE FtNaNctRL SrnrrruENTS (continued)

6

IFRIC 2'1 Levies

Less costs of disposaL. These new disctosures include the fair va[ue hlerarchy,

key assumptions and valuation techniques used which are in [ine with the

disclosure required by IFRS t3 Fair Vatue Measurements.

As the company does not have any cash-generating units (CCU) to which

goodwitL or other intangible assets with indefinite usefuL Lives had been

allocated, the apptlcation of the amendments has had no impact on the

disclosures or on the amounts recognised in the company's financiaI

statements.

IFRIC 21 addresses the issue as to when to recognise a tiabltity to pay a levy

imposed by a government. The lnterpretation defines a [evy, and specifies that

the obLigating event that glves rise to the Liabitlty is the activity that triggers

the payment of the Levy, as identified by [egisLation. The lnterpretation

provides guidance on how different [evy arrangements shoutd be accounted

for, ln particutar, it ctarlfies that neither economic compuLsion nor the going

concern basis of financia[ statements preparation impLies that an entity has a

present obtigation to pay a tevy that witt be trlggered by operating in a future

period.

The apptication of this lnterpretation has had no materia[ impact on the

discLosures or on the amounts recognised in the company's financiaL

statements.

1 January 2018

1 January 2017

1 January 2016

1 January 2016

New and Amendments to standards

Effective for annuaL periods beginning on or after

IFRS 9 Financia[ lnstruments

IFRS 15 Revenue from contracts with customers

Amendments to IFRS 11 (Accountlng forAcquisltlons of lnterests in Jolnt Operatlons)

Amendments to IAS 16 and IAS 38 (Clarifrcation of Acceptable Methods

of Depreclation and Amortisatlon)

IFRS 9 Financial lnstruments

The reptacement project on financiaL instruments consists of the fo[lowing three phases:

Phase 1: Cl.assification and measurement of financia[ assets and financia[ tiabitities;

Phase 2: lmpairment methodotogy; and

Phase 3: Hedge accounting.
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1 ACCOUNTI NG PoLlcl ES (continued)

Adoption of new and revised lnternational Financial Reporting Standards 0FRSS) (continued)

(it Relevant new and amended standards and rnterpretations in issue but not yet effective in the year

ended 30 lune 2076

ln Juty 2014, the IASB finaIised the reform of financiaL instruments accounting and issued ltRS 9 (as

revised in 2014), which witt supersede IAS 39 FinanciaI lnstruments: Recognition and Measurement

in its entirety upon the former's effective date.

Compared to IFRS s (as revised rn 2013), the 2014 version includes timited amendments to the

ctassification and measurement requirements by introducing a'fair value through other
comprehensive income'(FWOCl) measurement category for certain simpLe debt instruments. lt also

adds the impairment requirements retating to the accounting for an entity's expected credit Losses

on its f inanciaL assets and commitments to extend credit.

The compLeted IFRS 9 (as revised in 2014) contains the requirements for a) the classification and

measurement of financiaI assets and financiaI tiabiLities, b) impairment methodotogy, and c)

generaI hedge accounting.

Phase 1: Classification and measurement of financial assets and financial tiabitities

Wlth respect to the cLassiflcation and measurement under IFRS 9, aLt recognised financiaI assets

that are currently within the scope of IAS 39 wiLt be subsequentty measured at either amortised cost

or fair vatue. SpecificaLty:

a debt instrument that (i) is hetd within a business mode[ whose objective is to collect
the contractuaL cash ftows and (ii) has contractuaI cash flows that are soteLy payments of
principaI and interest on the principaI amount outstanding must be measured at amortised

cost (net of any write down for lmpairment), unLess the asset is designated at fair value

through prof it or toss (FVIPL) under the fair vaLue option.

a debt instrument that (i) is hetd wlthin a business modeIwhose objective is achieved both by

collecting contractual cash flows and se[ting financia[ assets and (ii) has contractuaI terms
of the financiaI asset give rise on specified dates to cash flows that are sote[y payments of
principaI and lnterest on the principat amount outstanding, must be measured at FVTOCI,

unLess the asset is designated at FVTPL under the fair value option.

a[[ other debt instruments must be measured at FVTPL.

aLt equity investments are to be measured in the statement of financiaL position at fair
vaLue, with gains and Losses recognised in profit or loss except that if an equity investment
is not heLd fortrading, an irrevocabLe etection can be made at initiaI recognition to measuTe

the investment at ryTOCl, with divldend income recognised in profit or loss.

IFRS s aLso contains requirements for the classification and measurement of financiaL tiabitities
and derecognition requirements.0ne major change from IAS 39 retates to the presentatlon of
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1. AccOUNTING PoLlclEs (continued)

Adoption of new and revised lnternational Financiat Reporting Standards (lFRSs) (continued)

(ii, Relevant new and amended standards and rnterpretatlons ln issue but not yet effective rn the year

ended 3o June 2076 (contlnued)

IFRS 9 Financial lnstruments (continued)

changes in the fair vaLue of a financiaI LiabiLity designated as at ryTPL attributable to changes in

the credit risk of that tiabltity. Under IFRS 9, such changes are presented in other comprehensive

income, unless the presentation of the effect of the change in the tiabiLity's credit rlsl< in other

comprehensive income wouLd create or en[arge an accounting mismatch in profit or loss. Changes

in fair va[ue attributable to a financiat Liabitity's credit risk are not subsequentLy rectassified to

profit or [oss. Under IAS 39, the entire amount of the change in the fair value of the flnancia[

tiabitity designated as ryTPL is presented in profit or loss.

Phase 2: lmpairment methodotogy

The impairment modeI under IFRS 9 reftects expected credit losses, as opposed to incurred credit losses

under IAS 39. Under the impairment approach in IFRS 9, it is no [onger necessary for a credit event to

have occurred before credit losses are recognised. lnstead, an entity always accounts for expected credit

losses and changes in those expected credit losses. The amount of expected credit Losses shou[d be

updated at each reporting date to reflect changes in credit risk since initial recognition.

Phase 3: Hedge accounting

The generaI hedge accounting requirements of IFRS 9 retain the three types of hedge accounting

mechanisms ln IAS 39. However, greater ftexibility has been introduced to the types of transactions

etigibLe for hedge accounting, specificalty broadening the types of Instruments that quatify as

hedging instruments and the types of risk components of non-financiaI items that are eLigibte for

hedge accounting. ln addition, the effectiveness test has been overhauled and reptaced with the

principte of an'economic retationship'. Retrospective assessment of hedge effectiveness is no

Longer required. Far more disctosure requirements about an entity's risk management activities

have been introduced.

The work on macro hedging by the IASB ls stitl at a pretiminary stage - a discussion paper was

issued in Aprit 2014 to gather pre[iminary views and direction from constituents with a comment

period ending on 17 October 2014.

Transitiona[ provisions

IFRS 9 (as revised in 2014) is effective for annua[ periods beginning on or after 1 January 2018

with ear[ier apptication permltled. lf an entity elects to appLy IFRS 9 earty, it must appLy atLof the

requirements in IFRS 9 at the same time, except for those reLating to:

the presentation of fair vaLue gains and Losses attributabte to changes in the credit risk of

financiaI tiabi[ities designated as at ryTPL, the requirements for which an entity may early

appty without apptying the other requirements in IFRS 9; and

I
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Norrs To THE FtNnNctnL SrnrrHlENTS (continued)

ACCOUNTING POLICIES (continued)

Adoption of new and revised lnternational Financial Reporting standards (tFRss) (continued)

(ii) ReLevant new and amended standards and interpretations in issue but not yet effective in the year

ended 30 June 2016 (continued)

!FRS 9 Financial lnstruments (continued)

hedge accounting, for which an entity may choose to continue to appty the hedge accounting

requirements of IAS 39 instead of the requirements of IFRS 9.

An entity may early appLy the earlier versions of IFRS 9 instead of the 2014 version if the

entity's date of initial application of IFRS 9 is before 1 February 2015. The date of initial
apptication is the beginning of the reporting period when an entity first appties the

requirements of IFRS 9.

IFRS 9 contains specific transitionaI provisions for i) ctassification and measurement of

financiaI assets; ii) impairment of financiaI assets; and iii) hedge accounting. Ptease see

IFRS in detai[s.

The directors anticipate that IFRS 9 witt be adopted in the company's financiaI statements

for the annua[ period beginning 1 January 2018 and that the apptication of tFRS 9 may not

have a significant impact on amounts reported In respect of the company's financial assets

and financia[ tiabitities. However, it is not practicabte to provide a reasonab[e estimate of

that effect untiI a detaited review is done.

IFRS 15 Revenue from Contracts with Customers

ln May 2014, IFRS 15 was issued which establishes a sing[e comprehensive model for entities to

use in accounting for revenue arising from contracts with customers. IFRS 15 wi[[ supersede the

current revenue recognition guidance inctuding IAS 18 Revenue, IAS 11 Construction Contracts and

the retated lnterpretations when it becomes effective.

The core principte of IFRS 15 is that an entity shoutd recognise revenue to depict the transfer of

promised goods or services to customers in an amount that reftects the consideration to which

the entity expects to be entitted in exchange for those goods or services. Specificatty, the Standard

introduces a s-step approach to revenue recognition:

Step 1: ldentify the contract(s) with a customer

Step 2: ldentify the performance obtigations in the contract

Step 3: Determine the transaction price

Step 4: Atlocate the transaction price to the performance obligations in the contract

Step 5: Recognlse revenue when (or as) the entity satisfies a performance obtigation

Under IFRS 15, an entity recognises revenue when (or as) a performance obtigation is satisfied,

i.e. when 'contro[' of the goods or services undertying the particutar performance obtlgation is

transferred to the customer. Far more prescriptive guidance has been added in IFRS 15 to deal with

specific scenarios. Furthermore, extensive disclosures are required by IFRS 15. However, it is not

1.

2

.l
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1 AccOUNTING POLICIES (continued)

Adoption of new and revised International Financial Reporting Standards (lFRSs) (continued)

(iii) Relevant new and amended standards and interpretations in issue but not yet effective in the year

ended 3o June 2016 (continued)

IFRS 9 Financial Instruments (continued)

practicabl.e to provide a reasonabLe estimate of the effect of IFRS 15 untit a detaited review has

been compLeted.

Amendments to lAs 16 and lAs 38 Clarification of Acceptable Methods of Depreciation and

Amortisation

The amendments to IAS 16 prohibit entities from using a revenue-based depreciation method

for items of property, plant and equipment. The amendments to IAS 38 introduce a rebuttable

presumption that revenue is not an appropriate basis for amortisation of an intangib[e asset. This

presumption can onLy be rebutted in the foLtowing two Limited circumstances:

a) when the intangibte asset is expressed as a measure of revenue; or

When it can be demonstrated that revenue and consumption of the economic benefits of

the intangible asset are highty corretated.

The amendments apply prospectivety for annual periods beginning on or after l January 2016.

Currentty, the company uses the straight-Lrne method for depreciation and amortisation for its
property and equipment, and intangible assets respective[y.

The directors of the company do not anticipate that the appLication of the standard wi[t have a

significant impact on the company's f inancia[ statements.

The Annual lmprovements to IFRSS 2010-2012 Cycle

The Annual lmprovements to IFRSs 2010-2012 Cycle inctude a number of amendments to various

lFRSs, which are summarized betow:

The amendments to IFRS 3 ctarlfy that the standard does not appty to the accounting for the

formation of aL[ types of joint arrangement in the financiaI statements of the joint arrangement

itse Lf.

The amendments to IFRS 13 ctarify that the scope of the portfotio exception for measuring the fair

vaLue of a group of financiaI assets and financiaI LiabiLities on a net basis incLudes aL[ contracts

that are within the scope of, and accounted for in accordance with, IAS 39 or IFRS 9, even if those

contracts do not meet the definitions of financial assets or financia[ tiabiLities within IAS 32.

b)
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1. ACCOUNT!l{c POIICIES (continued)

Adoptlon of new and revised lnternational Financial Reporting Standards 0FRSS) (continued)

(iu) Relevant new and amended standards and interpretations in issue but not yet effective in the year

ended 30 June 2076 (continued)

IFRS 15 Revenue from Contracts with Customers (continued)

The amendments to IAS 16 and IAS 38 remove perceived inconsistencies in the accounting for

accumutated depreciation/amortization when an item of property, plant and equipment or an

intangible asset is revatued. The amended standards ctarify that the gross carrying amount is

adjusted in a manner consistent with the revaluation of the carrying amount of the asset and that

accumutated depreciation/amortization is the difference between the gross carrying amount and

the carrying amount after taking into account accumulated impairment losses.

The amendments ctarify that a management entity providing key management personnel services

to the reporting entity or to the parent of the reporting entity is a re[ated party of the reporting

entity. Consequentty, the reporting entity shou[d discLose as related party transactions the

amounts incurred for the service paid or payabte to the management entity for the provision of key

management personnel services. However, disctosure of the components of compensation to key

management personnel that is paid through another entity is not required.

The directors of the Company do not anticipate that the application of these amendments wi[L have

a significant impact on the company's financiaL statements.

Annual !mprovements 2011-2013 Cycte

The AnnuaI lmprovements to IFRSs 2011-2013 CycLe incLude a number of amendments to various

lFRSs, which are summarised beLow:

The amendments clarify that IFRS 3 does not appty to the accounting for the formation of atltypes

of joint arrangement in the financial statements of the joint arrangement itse[f.

The amendments clarify that the scope of the portfotio exception for measuring the fair value of

a group of financiaI assets and flnanclaL tiabiLities on a net basis inc[udes aL[ contracts that are

within the scope of, and accounted for in accordance with, IAS 39 or IFRS 9, even if those contracts

do not meet the definitions of financiatassets or financialtiabitities within IAS 32.

Adoption of new and revised lnternational Financia[ Reporting Standards (lFRSs) (Continued)

The amendments ctarify that IAS 40 and IFRS 3 are not mutualty exctusive and application of both

standards may be required. Consequentty, an entity acquiring investment property must determlne

whether:

(a) the property meets the definition of investment property in terms of IAS 40;and

(b) the transaction meets the definition of a business combination under IFRS 3.
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ACCOUNTI NG POLICIES (continued)

Adoptlon of new and revised tnternationat Flnanclal Reportlng standards (rnSs) (contlnued)

(iu) Relevant new and amended standards and interpretations in issue but not yet effective in the year

ended 30 June 2076 (continued)

IFRS 15 Revenue from Contracts wlth Customers (contlnued)

The directors of the Company do not anticipate that the application of these amendments wit[ have

a significant impact on the company's financia[ statements.

Annual lmprovements 2012 - 20t4 cycle

The Annua[ lmprovements to IFRSs 2012-2014 Cycte inctude a number of amendments to various

lFRSs, which are summarised betow:

It adds specific auidance in IFRS 5 for cases in which an entity reclassifies an asset from hetd for

sale to he[d for distribution or vice versa and cases in which hetd-for-distribution accounting is

discontinued.

It adds additionatguidance to IFRS 7 to c[arify whether a servicing contract is continuing invotvement

in a transferred asset, and ctarification on offsetting disctosures in condensed interim financia[

statements.

It ctarifies under IAS 9 that the high quatity corporate bonds used in estimating the discount rate

for post-employment benefits shoutd be denominated in the same currency as the benefits to be

paid.

It amends IAS 34 to clarify the meaning of 'eLsewhere in the interim report' and require a cross-

reference

The directors of the Company do not anticipate that the apptication of these amendments wi[[ have

a significant impact on the company's financia[ statements.

(iv) Early adoption of standards

The company did not earty-adopt new or amended standards in 2015.

Barls of preparatlon

The company prepares its financiatstatements under the historlcal cost convention. The principal

accounting poticies adopted in the preparation of these financia[ statements are set out below:

Revenue recognltlon

Revenue represents invoiced value of services rendered during the year in retation to transportation

and storage of petroleum products, net of vatue added tax.

6
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1 ACCOUNTING POLICIES (contlnued)

Adoption of new and revised lnternational Financial Reporting Standards (lFRSs) (continued)

(v) Relevant new and revised IFRSs in issue but not yet effective for the year ended 30 June 20'16

(Conti nued)

IFRS 15 Revenue from Contracts with Customers (continued)

Local and export service fees are recognized based on detiveries made to customers on a monthty

basis. The storage fee is recognized on an accrual basis once customer products are detivered to the

company's storage facitities. Amounts become payabte once saLes invoices are raised and detivered

to customers. lnterest income is recognized as it accrues.

Property, plant and equipment

Property, ptant and equipment are stated at cost less accumutated depreciation and any accumuLated

impairment [osses. Depreciation is ca[culated on a straight-Line basis at annuaL rates estimated

to write off carrying vaLues of the assets over their expected usefuI Lives. The annuaL depreciation

rates used are:

FreehoLd [and

BuiLdings - residential

Buitdings - industrial

Show ground pavi[ion, wooden and fences

Pipe[ine and tanks

Pumps, transformers and switch-gear

Furniture, fittings and equipment

Roads

Heticopters

Motor vehictes

Computers

Nit

3% or period of lease whichever is [ess

4% or period of [ease whichever is less

20o/o

4o/o

5o/o

10o/o

2Oo/o

2Oo/o

25o/o

33o/o

erepaid operating lease rentals

Payments to acquire interests in leasehold land are treated as prepaid operating [ease rentats.They

are stated at historicaL cost and are amortlzed over the term of the reLated [ease.

lmpairment

At each batance sheet date, the company reviews the carrying amounts of its tangible and intangibLe

assets to determine whether there is any indication that those assets have suffered an impairment

[oss. lf any such indication exists, the recoverabte amount of the asset is estimated in order to

determine the extent of the impairment toss.

Where it is not possible to estimate the recoverabte amount of an individual asset, the company

estlmates the recoverabte amount of the cash qenerating unit to which the asset belongs.
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1. ACCOUNTING POtICIES (continued)

Adoption of new and revised lnternationat Financia[ Reporting Standards (lFRSS) (continued)

(u) ReLevant new and amended standards and interpretations in issue but not yet effective in the year

ended 30 June 2076 (continued)

IFRS 15 Revenue from Contracts with Customers (continued)

Assets held for sale

Assets and disposaI groups are ctassified as he[d for sate if their carrying amount witL be recovered

through a sate transaction rather than through continuing use. This condition is regarded as met

onl.y when the sate is highty probab|.e and the asset (or disposaL group) is avaiLabte for immediate

saLe in its present condition.

Management must be committed to the sa[e, which should be expected to quatify for recognition

as a compteted sa[e within one year from the date of classification.

Assets (and disposal groups) classified as he[d for sate are measured at the Lower of the assets

previous carrying amount and fair va|'ue less costs to seL[.

lnventories

lnventories are stated at the lower of cost and net reatizab[e vatue. Cost comprises expenditure incurred in

the normaI course of business, incLuding direct materiaI costs on a weighted average basls. Net reatizable

vaLue is the price at which the stock can be realized in the normaI course of business after a|.[owing for the

costs of the reatization and, where appropriate, the cost of conversion from its existing state to a reatizabte

condition. Provision is made for obsotete, slow moving and defective stocks as and when determined.

FueL stocks betong to the shippers as per transportation and storage agreement signed between company

and the shippers. FueI stocks are therefore not incLuded in the company's statement of financiaI position

but are disclosed separatety per note 30.

lntangibte assets

Expenditure on acquired computer software programs is capitaIized and amortized on the straight-tine

basis over their expected usefuL Lives, normatly not exceeding three years.

Retirement benefit obtigation

Untit 30 lune 2006, the company operated a defined benefit contribution pension scheme for eIigibLe

employees. With effect from 1 July 2006, the scheme was cLosed to new members and a defined contribution

pension scheme was estabLished.

The assets of these schemes are he[d in separate trustee administered funds. The defined contribution

scheme is funded by contributions from both the employees and employer.

(
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ACCOUNTING POLICIES (continued)

Adoption of new and revised lnternational Financial Reporting Standards (!FRss) (continued)

(iu) Early adoption of standards

!FRS 15 Revenue from Contracts with Customers (continued)

For the defined contribution pension scheme, the cost of providing benefits is timited to the company

contributions.

Fordefined retirement benefit plans,the cost of providing benefits is determined using the projected unit

credit method, with actuarial, valuations being carried out at the end of each annuaI reporting period.

Remeasurement, comprising actuariatgains and losses, the effect of the changes to the asset ceiting (if

appticabte) and the return on ptan assets (exctuding interest), is reflected immediate[y in the statement

of financia[ position with a charge or credit recognized in other comprehensive income in the period in

which they occur. Re-measurement recognized in other comprehensive income is reftected immediatety

in retained earnings and witt not be reclassified to profit or [oss. Past service cost is recognized in profit

or loss in the period of a plan amendment. Net interest is calcu[ated by applying the discount rate

at the beginning of the period to the net defined benefit tiabitity or asset. Defined benefit costs are

categorized as service costs (inctuding current service cost, past service cost, as wetl as gains and losses

on curtaitments and setttements), net interest expense or income and re-measurement.

The company presents the first two components of defined benefit costs in profit or loss in the [ine item of

pension cost-defined benefit scheme (inctuded in staff costs). Curtaitment gains and losses are accounted

for as past service costs.

The retirement benefit obtigation recognized in the statement of financia[ positlon represents the actual

deficit or surptus in the company's defined benefit p[ans. Any surp[us resulting from this catcutation is

timlted to the present value of any economic benefits availabte in the form of refunds from the ptans or

reductions in future contributions to the ptans.

The company atso makes contributions to NationaI SociaI Security Fund, a statutory defined contribution

pension scheme. The company's ob[igations under the scheme are [imited to specific contributions

tegistated from time to time and are currentty [imited to a maximum of KShs.200 per month per employee.

Taxation

lncome tax expense represents the sum ofthe tax currentty payabte and deferred tax.

O Current tax

The tax currentty payabte is based on taxabte profit forthe year. Taxabte profit differs from proflt as

reported in the profit or loss because of items of income or expense that are taxabte or deductible

in other years and items that are never taxabte or deductibte. The company's tiabitity for current tax

is calculated using tax rates that have been enacted or substantively enacted at the reporting date
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1. ACCOUNTI NG POLICIES (continued)

Adoption of new and revlsed lnternational Financiat neporting Standards (tFRSs) (continued)

(iu) EarLy adoption of standards

IFRS 15 Revenue from Contracts with Customers (continued)

(iD Deferred tax

Deferred tax is recognised on temporary differences between the carrying amounts of assets and

tiabitities in the financial statements and the corresponding tax bases used in the computation of

taxabte profit. Deferred tax tiabitities are generatty recognised for a[[taxab[e temporary differences.

Deferred tax assets are generatty recognised for a[[ deductibte temporary differences to the extent

that it is probabte that taxabte profits wittbe availabte against which those deductible temporary

differences can be utitised. Such deferred tax assets and tiabitities are not recognised if the

temporary difference arises from goodwitt or from the initiat recognition (other than in a business

combination) of other assets and tiabltities in a transaction that affects neitherthe taxabte profit

nor the accounting profit.

The carrying amount of deferred tax assets is revlewed at the reporting date and reduced to the

extent that it is no longer probabte that sufficient taxabte profits witt be avaitabte to attow atl or

part of the asset to be recovered.

Dividends

Dividend income from investments is recognized when the sharehotders' rights to receive payment have

been estabtished. Dividends payable are charged to equity in the period in which they are dectared.

Proposed dividends are not accrued for untitratified in an annual general meeting by the sharehotders.

Financial !nstruments

lnvestments

lnvestments are initiatty measured at fair vatue, ptus directty attributabte transaction costs. At subsequent

reporting dates, debt securities that the Company has the express intention and abitity to hotd to maturity

(hetd-to-maturity debt securities) are measured at amortized cost using the effective interest rate method,

less any impairment loss recognized to reftect irrecoverabte amounts. An impairment loss is recognized in

profit or loss when there is objective evidence that the asset is impaired.

lnvestments other than hetd-to-maturity debt securities are classified as either investments hetd for

trading or as availabte-for-sale, and are measured at subsequent reporting dates at fair vatue. Where

securities are hetd for trading purposes, gains and losses arising from changes in fair vatue are inctuded

in profit or [oss for the period.

For availabte for sate investments, gains and losses arising from changes in fair vatue are recognized

through other comprehensive income and accumulated in revatuation reserve, untiI the availabte for

sate security is dlsposed of or is determined to be impaired, at which time the cumutative gain or [oss

previousty recognized in equity is included in the profit or loss forthe period.
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1. ACCOUNTINGPOLICIES(continued)

Unquoted investments are cLassified as avai[able for sale and are stated at cost as the fair value cannot

be retiabLy determined.

Cash and cash equivalents

Cash and cash equivaLents comprise cash on hand and demand deposits and other short-term highLy tiquid

investments that are readity convertibte to a known amount of cash and are subject to any insignificant

risk of changes in vatue.

Financial Liabitities and Equity lnstruments

FinanciaI Liabitities and equity instruments issued by the company are classified according to the

substance of the contractual arrangements entered into and the definitions of a financiat Liabitrty and an

equity instrument. An equity instrument is any contract that evidences a residuaL interest in the assets

of the Company after deducting aLt of its tiabitities. The accounting poLicies adopted for specific financia[

tiabiLities and equity instruments are set out betow.

Borrowings

lnterest-bearing loans and bank overdrafts are initiatly measured at fair vatue, and are subsequentty

measured at amortized cost, using the effective interest rate method. Any difference between the proceeds

(net of transaction costs) and the settlement or redemption of borrowings is recognized over the term of
the borrowings in accordance with the company's accounting poticy for borrowing costs.

Trade payables

Trade payabtes are stated at their nominaI vaLue.

Equity instruments

Equity instruments issued by the company are recorded at the proceeds received, net of direct issue costs

Provision for Liabitities and charges

Employees'entitlements to annuaL leave are recognized when they accrue to empLoyees. Provision is made

for the estimated tiabitity in respect of annua[ [eave on the reporting date.

Currency translations

Assets and Liabitities that are denominated in forelgn currencies are transLated into l(enya shiLtings at

the rates of exchange ruLing on the reporting date. Transactions during the year, which are expressed in

foreign currencies, are trans[ated at the rates ruting on the dates of the transactions. CainS and Losses on

exchange are deaLt with in the profit or Loss.
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1. ACCoUNTING POLICIES (continued)

Accounting for Leases

Leases are ctassified as finance [eases whenever the terms of the lease transfer substantially atl the risks

and rewards of ownership to the lessee. AtL other leases are ctassified as operating leases.

The company as lessor

RentaL income from operating Leases is recognised on a straight-tine basis over the term of the retevant

Lease. InitiaLdirect costs incurred in negotiating and arranging an operating lease are added to the carrying

amount of the Leased asset and recognised on a stralght-tine basis over the [ease term.

The company as lessee

Operating lease payments are recognised as an expense on a straight-[ine basis overthe lease term, except

where another systematic basis is more representative of the time pattern in which economic benefits

from the [eased asset are consumed. Contingent rentals arising under operating leases are recognised as

an expense in the period in which they are incurred.

ln the event that Lease incentives are received to enter into operating leases, such incentives are recognised

as a LiabiLity. The aggregate benefit of incentives is recognised as a reduction of rental expense on a

straight-tine basis, except where another systematic basis is more representative of the time pattern in

which economlc benefits from the Leased asset are consumed.

Provisions

Provisions are recognized when the company has a present obtigation (Legat or constructive) as a result of

a past event, it is probabte that an outflow of resources embodying economic benefits wltL be required to

sett[e the obLigation and a retiabte estimate can be made of the amount of the obtigation.

Comparatives

Where necessary, comparative figures have been adjusted to conform with changes in presentation in the

current year.

2. CAPITAL RISK MANAGEMENT

The company manages its capital. to ensure that it is able to continue as a going concern while maximizing the

return to stakehotders through the optimization of the debt and equity baLance.

The capitaLstructure of the company consists of cash and cash equivatents and equity attributed to equity hoLders

comprising issued capital, share premium and revenue reserves. The company had debt of l(shs 26,266,648,548 as

at 30 June 2011 (2016 - l(shs 9,697,497,096).
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3. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

lntroduction and Overuiew

The company's activities expose it to a variety of f inancia[ risks and those activities invotve the analysis, evatuation,
acceptance and management of some degree of risk or combination of risks. Taking risk is core to the company's
business and operational risks are an inevitable consequence of being in buslness. The company's aim is therefore
to achieve an appropriate balance between risk and return and minimize potential adverse effects on its financia[
performance. The key types of risks inctude:

Market risk - inc[udes currency and interest rate risk

Credit risk

Liquidity risk

The company's overall risk management programme focuses on the unpredictabi[ity of changes in the business
environment and seeks to minimise potentiaI adverse effects of such rlsks on its financlaI performance within the
options availabte by setting acceptable [evets of risks.

The board of directors has overall responsibility for the estabtishment and oversight of the company's risk
management framework.

The company's treasury function provides services to the business, co-ordinates access to domestic financial
markets, monitors and manages the financlal risks retating to the operations of the company.

Comptiance with poticies and exposure [imits is reviewed by the internaI auditors on a continuous basis.

The company's treasury function, headed by the chief accountant - finance and reporting to the Finance Manager,
devetops and monitors risks and policies imptemented to mitigate risk exposures.

a) Market risk

The activities of the company expose it primarity to the financia[ risks of changes in foreign currency
exchange rates and interest rates. There has been no change to the company's exposure to market risks
or the manner in which it manages and measures the risk.

Market risk is the risk arising from changes in market prices, such as interest rate, equity prices and
foreign exchange rates which wi[[ affect the company's income or the vatue of its hotding of financiat
instruments. The objectlve of market risk management is to manage and control market risk exposures
within acceptabte parameters, white optimising the return. Overatl responsibitity for managing market risk
rests with the Audit and Risk Management Committee.

(i) Foreign Currency Risk Management

Exposure to exchange rate fIuctuations arising from InternationaI trading commitments is

minimized by utitizing foreign currency reserves to settte maturing obtlgations. Revenue is spread
on a 50-50 basis in [oca[ and foreign currencies (USD). As at end of the year, the carrying amounts
of the company's foreign currency denominated monetary assets and monetary tiabitities are as

fottows;
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FINANCIAL RlsK MANAGEMENT OBJECTIVES AND POLICIES (continued)

a) Market risk (continued)

(i) Foreign Currency Risk Management (continued)

3.

At 30 June 2017

GBP

KShs

EUR

KShs

USD

KShs

CAD

KShs

ZAR

KShs

Financial assets

Bank and cash balances 674,360,198

Short term deposits 478,516,240

Trade receivables 6,001,730,985

7,154,607,423

Financial liabitities

Trade payab[es (r+,ze+,oos) (r,soe,zoe) Q3e,731,7e4) (azz,tso)

Long Term Loan Qo,zoo,ona,s+a)

Net exposure (14,784,60s) (rBOe,ZOe) (e ps'tvz,ezo) o (822,156)

At 30 June 2016

GBP

KShs

EUR

KShS

USD

KShs

CAD

KShs

ZAR

KShs

Financial assets

Bank and cash balances 1,398,',I24,595

Short term deposits 40,404,242,000

Trade receivabtes 11,827,176J01

0 0 53,629,542,696 0 0

Financial liabilities

Trade payabtes (e,za:,ses) (r1s,636,oee) (s,aet,+*,oeo) (t,ast,zoo) (s7,es2)

Long Term Loan

Net exposure (ra,z+r,sea) (rre,osc,oee) /8,9321045,600 (r,esr,zoo) (sz,esz)

I

I

foreign Currency Sensitivity nnalysis

The main currency exposure that the company is exposed to relates to the ftuctuation of the Kenya Shittings

exchange rates with the US Doltar and Euro currencies.

The tabte betow detaiLs the company's sensitivity lo alOo/o increase and decrease in the l(enya shitting against the

retevant foreign currencies. The sensitivity anatysis inctudes on[y the outstanding foreign currency denominated

monetary items and adjusts their translation at the period end for a 1Oo/o change in foreign currency rates. A

positive number below indicates an increase in profit and other equity where the l(enya shiLting strengthens 107o

against the retevant currency. For a weakening shitting agalnst the retevant currency, there wouLd be an equal

opposite impact on the profit and other equity, and the batances betow woutd be negative.

6l
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

a) Market risk (continued)

(t) Foreign Currency Sensitivity Analysis (continued)

Effect on profit Effect on profit Effect on profit Effect on proflt

l
I

I

2017 (KShs) 2016 (KShs)

Currency - GB pounds

+ 10 percentage point movement

- 10 percentage point movement

Currency - Euro

+ 10 percentage point movement

- 10 percentage point movement

Currency - US dotlars

+ 10 percentage point movement

- 10 percentage point movement

Currency - CAD

+ 10 percentage point movement

- 10 percentage point movement

Currency - ZAR

+ 10 percentage point movement

- 10 percentage point movement

Currency - HKD

1,478,460

(,ue,+oo)

330,921

(:go,szr)

(,935,177 ,29)

1,935,177 ,292

82,216

82,216

1,034,922

(,ou,ezz)

231,645

(ztt,ots)

(1,354,624,10)

1,354,624,104

57,551

57,551

1,874,359

(,aza,:se)

11,863,6i 0

(r r,ao:,or o)

5,362,954,270

(s,zez,ss+,zto)

185,170

( Bs,r7o)

5,795

(s,7e 5)

1,312,051

(1,312,0 sr)

8,304,527

(a,zo+,szt)

3,754,067,989

(l,ts+,oot,eas)

129,619

(12e,61e)

4,057

(+,osz)

+ 10 percentage point movement

- 10 percentage point movement

The US DoL[ar impact is mainly attributed to the exposure on outstanding US Dotlar receivabtes at year end whiLe
the Euro lmpact arises from the exposure on outstanding payabtes at the year end.

The sensitivity anatysis is unrepresentative of the inherent foreign exchange risk as the year end exposure does
not reflect the exposure during the year.

(i0 lnterest Risk Management

The company is exposed to interest rate risk as it invests and borrows funds at both fixed and ftoating
interest rates. The risk is managed by the company by maintaining an appropriate mix between fixed and
floating rate borrowings.

Interest Rate Sensitivity Analysis

The ana[ysis is prepared assuming the amount of tiabitity outstanding at the statement of financiaL position date
was outstanding for the who[e year. lf interest rates had been 0.57o higher/tower and atL other variables were he[d
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3. FINANCIAL RISK MANAGEMENT OBJECTMS AND POLICIES (continued)

a) Market risk (continued)

(i0 lnterest Risk Management (continued)

constant, the company's prof it before tax for the year ended 3O June 2016 woutd decrease/increase by l(Shs 85.1

mittion (2016 - l(Shs 65.2miLtion).

b) Credit Risk Management

Credit risk refers to the risk of financial Loss to the company arising from a defautt by counterparty on its

contractua[ obLigations. The company's policy requires that it deats onty with creditworthy counterparties

and obtaining sufficient coLtaterat, where appropriate, as a means of mitigating the risk of financiaI Loss

from defauLts. The company aLso uses other pubLicLy avaiLab[e financiaL information and its own trading

records to rate its major customers. The company's exposure and the credit ratings of its counterparties are

continuousLy monitored and the aggregate va[ue of transactions conctuded is spread amongst approved

counterparties. Credit exposure is controLted by counterparty Limits that are reviewed and approved by

debt controL unit.

Trade receivables consist of ma.jor players in the petroleum oiL industry. Ongoing credit evatuation is performed

on the financial condition of accounts receivabte and where appropriate, credit guarantee is requested.

The company's maximum exposure to credit risk as at 30 June 2017 is anatyzed ln the tab[e beLow:

Fully Performing Past Due lmpaired Gross Total

KShs KShs KShs KShs

Trade Receivables

Other Receivables

Bank Balances

Short Term Deposits

2,510,174,399

910,411,315

1,478,375,327

6,063,946,83 5

4,501,936,599

226,858,0ss

133,186,208

213,305,493

1,205,297,206

1,410,574,863

1,478,315,327

6,063,946,835

11,082,907,875 4;728;194,555 346,491JO1 15,158,194,231

The company's maximum exposure to credit risl< as at 30 June 2016is analysed in the table betow:

Futly Performing Past Due lmpaired Gross Total

KShs KShs KShs KShs

Trade Receivables

0ther ReceivabLes

Bank Batances

Short Term Deposits

2,570,174,399

910,411,315

1,478,315,327

6,063,946,83 5

4,501,936,599

226,858,0s5

133,186,208

213,305,493

7,205,297,206

1,410,57 4,863

1,478,375,327

6,063,946,835

11,O82,9O?,876 4;t28;194,655 346,491JO1 16,158,194,231

The defauLt risl< on the customers under the fuLLy performing category is very low as they are active in
paying their debts as they continue trading. The past due amounts have not been provided for because

management and the board believe the amounts are recoverable.
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Norrs To THE FtNnNctet SrnrruENTS (continued)

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

tiquidity Risk Management

Liquidity risk is the risk that the company wit[not be abte to meet its financiatob[igations as they fatldue. The

company's approach to managing tiquidity is to ensure, as far as possib[e, that it wittatways have suff iclent tiquidity
to meet its tiabitities when due, under both normaI and stressed conditions, without incurring unacceptabte
[osses or risking damage to the company's reputation.

The company manages tiquidity risk by maintaining adequate reserves and banking facitities by continuousty
monitoring forecast and actualcash flows and matching the maturity profiles of financiatassets and tiabitities.

The tab[e below anatyses the company's financia[ Liabitities that witt be settted on a net basis into retevant
maturity groupings based on the remaining period at the reporting date to the contractual maturity date.

Within 12 months Over 12 months Total

KShs KShs KShs

At 30 June 2017:

Due to retated parties 80,000,000 80,000,000

Trade payabtes 6,s09,762,240 6,509,762,240

Other payabtes and accrua[s 8,923,399,586 8,923,399,586

15143311611826 80,0001000 15,5'1311611826

Within 12 months

KShs

Over 12 months

KShs

Total

KShs

At 30 June 2015:

Due to reLated parties 240,089,000 80,000,000 320,089,000

Trade payabtes i,858,424,000 1,858,424,000

Other payabtes and accruats 8sl,801,000 851,801,000

2,950314,000 801000,000 3,030114,000

4, CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

ln the appLication of the company's accounting poticies, which are described in note 1, the directors are required

to make judgments, estimates and assumptions about the carrying amounts of assets and tiabitities that are

not readity apparent from other sources. The estimates and associated assumptions are based on historical

experience and other factors that are considered to be retevant. Actual results may differ from these estimates.

The estimates and undertying assumptlons are reviewed on an ongoing basis. Revisions to accounting estimates are

recognized in the period in whlch the estimate is revised if the revision affects on[y that period, or in the period of

the revision and future periods if the revision affects both current and future periods. The criticaI areas of accounting
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Norrs To rHE FtNnNctnL SrnrruENTS (continued)

CRITICAL ACCOUNTING ESITMATES AND JUDGMENTS (continued)

estimates and judgments in relation to the preparation of these financiaL statements are as set out betow:

a) Critical Judgements in applying the company's accounting policies

He[d-to-maturity financiaI assets

The directors have reviewed the company's hetd-to-maturity financiaL assets in the tight of its capital

maintenance and Liquidity requirements and have confirmed the company's positive intention and abitity

to hotd those assets to maturity. The company did not have any held-to-maturity financia[ assets as at 30

June 2016 (so .tune 2015: NIL).

b) Key sources of Estimation Uncertalnty

Actuaria[ valuation of defined benefits ptan

The net asset under the defined benefit scheme is determined using actuariaL vaLuation. The actuariaI

va[uation invotves making assumptions about discount rates, expected rates of return on assets, future

salary increases, mortatity rates and future pension increases. Due to the long-term nature ofthese plans,

such estimates are subject to significant uncertainty

Impairment of assets

At each reporting date, the company reviews the carrying amount of its financiat, tangibte and intangibte assets

to determine whether there is any indication that the assets have suffered impairment. lf any such indication

exists, the assets recoverabte amount is estimated and an impairment loss is recognized in the income statement

whenever the carrying amount of the asset exceeds its recoverabte amount.

lmpairment losses on trade and other receivables

The company reviews its trade and other receivables to assess impairment regutarty. ln determining whether an

impairment [oss shouLd be recorded in the income statement, the company makes judgments as to whetherthere

is any observabLe data Indicating thatthere is a measurabte decrease in the estimated future cash ftows from the

receivab[es, before a decrease can be identified.

This evidence may inctude observabte data indicating that there has been an adverse change in the payment

status of customers or [ocal economic conditions that correlate with defauLts on assets in the company.

Management uses estimates based on historica[ [oss experience for assets with credit risk characteristics and

objective evidence of impairment when scheduting its future cash flows. The methodotogy and assumptions used

for estimating both the amount and timing of future cash ftows are reviewed regutarly to reduce any differences

between loss estimates and actua[ loss experience.

6
4.
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Ncrrs TC THE Fttul.ic-tnl ST;,TEiviEN i:, icorrriirur,:o)

1

5. REVENUE 2017

KShs

Restated 2016

KShs

LocaI service fees

Export service fees

l(ipevu oiL storage facitity fees

Penatties on overstayed product

Penattles from ASE

HospitaLity

9,685,417 ,627

12,716,750,804

2,103,643,231

342,443,970

301,921

286,305,916

8,609,046,616

12,307,334,696

1,893,986,465

208,086,647

531,61 6

251134,8691469 23101819861040

6. DTRECT COSTS
J

Pipe[ine maintenance staff costs (note to)

Depreciation

PipeIine maintenance costs

ELectricity and fueI

I nsu rance

Other maintenance costs

Amortization of prepaid Lease rentals

Amortization of intangibLe assets

2,190,962.026

2,264,151,717

1,385,094,342

2,312,343,283

224,301,785

147,268,173

1 61,684,578

2,241,194,504

1,758,08s,898

1,124,942,87 6

2,212,454,361

236,016,412

53,313,680

155,184,819

91285r8051904 7J81J92,55O

7. OTHER INCOME

HeLicopter income

Rent income

(Loss)/gain on disposal of PPE

Hydrant lncome

lncome from communication equipment

N/TCC /lt/ I 0C coLlections

Miscetlaneous income

I
I

I

35,487,070

80,562,973

313,684

65,624,642

125,371,551

55,144,373

3521564,293

13,261,702

84,967,692

2,824,500

62,499,659

2,700,000

101,145,719

23,016,290

29O1415,562

I

8. (a)

(b)

(c)

F!NANCE INCOME

lnterest income on deposits

FOREIGN EXCHANGE GAINS

FINANCE COSTS

I nterest expense

455,249,456

107,628,230

450,074

220,O78,248

409,187,739

3,780,683

I
I

i

I
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6
9. ADMINISTRATION EXPENSES 2017

KShs

2016

KShs

Adm inistrative staff costs

Depreciation and Lease Amortization

Other office and generaL expenses

TraveLting, mileage and entertainment

Advertising and printing expenses

Staff Training

Rent and rates

Consuttancy fees

Telephone and postage

Lega[ and professional expenses

Court Awards

Motor vehicte expenses

Buildings repairs and maintenance

Bank charges

Pena[ties and interest on tax

Auditors remuneration

Directors Expenses:

- Performance lncentive

- Board Retreats and generaI expenses

- Sitting /duty atlowance

- Training expenses

- Travel expenses and Subsistence allowance

2,968,953,992

335,280,905

614,524,554

68,633,894

191,047 ,542

174,037,237

14,671,734

300,549,863

38,365,207

133,962,239

259,596,839

51,150,129

66,187,102

11,025,526

7,113,000

9,240,000

10,911.176

11,280,000

10,298,746

17,578,533

5,29516141817

2,598,714,563

212,509,292

s!6J31,24:e

52,448,677

79 ,321,187

81,341,461

13,266,045

108,283,252

28,499,724

218,380,094

s8,s20,s54

7,490,946

6,935,011

8,080,000

9,240,000

2,827,006

15,796,853

12,400,014

22,500,714

4r1OO1346r1Tl

10. STAFF COSTS

SaLaries and wages

Croup tife and medicaI cover

Pension-company contribution

Staff weLfare

Train ing

Recru itment costs

Travel, Mileage & Entertainment

Subsistence AlLowance

NSSF-company contribution

Staff uniforms

4,554,868,607

356,372,261

241,770,707

55,697,507

174,037,237

10,219,588

95,453,772

499,669,861

6,235,689

8,261,919

6r00215871150

3,687,050,660

329,388,9s3

262,548,t48

54,312,406

81,341,461

6,252,773

63,764,149

413,139,979

4,190,205

6,915,670

4r908,905r003
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Ncrrs To THE FtNnNct^ti Srarr,l,lENTS (continueci)

10. STAFF COSTS (continued) 2017

KShs

2015

KShs

Sptit as follows:

Direct staff costs (Note o)

Administrative staff cost (Note 9)

2,790,962,026

3,211,625,124

6,002,587,'150

2,241,194,504

2,667]10,499

4,908,905,003

Administratlve staff costs are Salaries and Wages, inclusive of Travet, MiLeage Entertainment and Subsistence,

Croup Life and MedicaI Cover, Pension-Company Contribution, Staff WeLfare, Training, Recruitment Costs, Trave[,

MiLeage & Entertainment, Subsistence Allowance, NSSF- Company Contrlbution and Uniforms.

2017 20'.t6

The average number of employees at the end of the year was:

Permanent Management

Permanent UnionisabLe

Temporary Contract and interns

TOTAL

602

968

229

1799

589

960

134

1549

2017

KShs

2016

KShs

Provision for Leave Pay

Balance at beginning of the year

AdditionaL provision at end of year

Leave paid out or utitized during the year

Balance at end of the year

11. TAXATION

a) rax charge

180,363,318

94,111 ,056

(rs,orr,aoa)

2351928r97O

190,081 ,747

45,867,365

(ss,set1e+)

1801363r318

Current taxation based on taxable profit at 30%

Deferred Tax overprovision - Year 2017

Deferred Tax overprovislon - Year 20'16

fotal taxation charge

b) Reconciliation of expected tax based on profit before

taxation to taxation charge

3,253,535,484

263,318,263

7B

3r516r913r825

3,606,835,608

Qn,+ao,ose)

(i24,326,349)

3r505r8351608

Profit before taxation

Tax at the appticabte rate of 307o

Tax effect of expenses not deductibLe for tax purposes

lncome not subject to tax

Tax underpayment - Year 2015

Totat taxation charge

11,418,440,653

3,443,532,196

169,456,354

(lc,oz+,aoa)

78

3,516,913,825

12,016,365,478

3,604,909,643

129,252,313

(r,ooo,ooo)

(tzt,lzoplc)
3,505,835,508

r il,, r r,il :: li
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6
11. TAXATION (continued)

c) Taxation (recoverabte)/payable

2017

KShs

20't6

KShs

I

I

Balance brought foruvard

Charge for the year (note tt(a))

lnstaLtment tax payments in the year

BaLance of FY 2016 tax paid

Withholding tax paid on interest income

Advance tax paid

Tax overprovision 2015

Withhotding tax paid on misce[Laneous income

943,975,196

3,253,535,484

(4,409,506,689)

(e+z,ercpo)

Qo,t+tpe)

Qee,B5i)

Qe1,2oi)

(j,tts;to4eeo)

(srr,a+:3os)

4,008,642,444

Q,+os,tes,+zt)

(s,+sspe)

(204,sss)

(so,zot,s+a)

(1]00,284)

943,975,196

12. EARNINGS PER SHARE

Basic earnings per share is catcutated by dividing the net profit attributabLe to ordinary sharehotders by the

weighted average number of ordinary shares outstanding during the year.

Dltuted earnings per share is catculated by dividing the net profit attributabte to ordinary sharehotders by the

weighted average number of ordinary shares outstanding during the year plus the weighted average number of

ordinary shares that would be issued on conversion of aL[ ditutive potentiaL ordinary shares into ordinary shares.

There were no potentiaILy diLutive ordinary shares outstanding as at 30th June 2017 and 30th June 2016. Dituted

earnings per share are therefore same as basic earnings per share.

The fotlowing reflects the earnings and the share data used in the basic and diluted earnings per share

com putations:

2017

KShs

Restated 20't5

KShs

)

l

Profit after taxation

Number of ordinary shares in issue (Note 22)

Basic and diluted earnings per share (in rshs)

7,961,526,828

18,173,300

438

8,446,512,571

18,173,300

465

13. DIVIDENDS PER SHARE

Proposed dividends are not accounted for untiI they have been ratified at the Annua[ CeneraL Meeting. No

dividend was decLared for the financiaL year ended 30 June 2017.
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14. PRoPERW, PLANT AND EQUIPMENT (continued)

Details of the company's property, plant and equipment and information about fair value hierarchy are as

foLIows:

Level Level Level Fair value as

30 June 2017 1 2 3 at 30 June
I

I
I Buildings and roads

PipeLine, pumps & tanks

Equipment, furniture and. f ittings
HeIicopters

Motor vehicles and tractors

30 June 2015

Bui[dings and roads

PipeLine, pumps & tanks

Equipment, furniture and fittings
Heticopters

Motor vehicles and tractors

4,370,744,454

31,127 ,202,923

6,119,539,360

112,197,990

320,091,671

4216491782,399

4,389,563,511

21 ,309 ,160,554

3,955,033,600

189,964,365

210,506,614

36,114,228,U5

4.370,144,454

31,127,202,923

6,719,539 ,360

112,191 ,990

320,091 ,671

42164917821399

4,389,s63,s11

27 ,309 J60 ,554

3,95s,033,600

189,964,365

270,506,614

36;t14?28fi4s

lf the property, ptant and equipment were stated on the historicaL cost basis, the amounts woutd be as fotlows

2017 2016

KShs KShS

Cost

Accumu Lated depreci ation

Net book value

59,911,862,000

(:r ,zr s,zr s,ooo)

28,256,143,000

Depreciation charge has been spi[t between administrative and direct costs as follows:

2017

KShs

59,971,862,000

(zs,zss,sa:,ooo)

30,731,879,000

2016

KShs

TotaI depreciation as per property, pLant & equipment (note t+)

Direct costs (note O)

Administrative costs

2,473,982,224

2,264,151,717

209,830,507

21473,982,224

1,970,595,189

1 ,757 ,t 65,897

212,509,292

1,97015951189
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15. LEASEHOLD LAND 2017

KShs

2016

KShs

COST\VALUATION

1 Ju[y

Ad d itio ns

Disposa[s

s,086,390,989

580,297,020

Qo,tts:ee)
516401368,221

320,130,391

153,638,797

(688,280.92)

473,080,907

5,'.167,287,314

5,086,390,989

5,O85,390,989

171,034,157

149,096,234

320,130,391

4J66,260,609

2016

KShs

AMORTIZATION

l JuLy

Charge for the year

ELiminated on DisposaL

30 lune

NET BOOK VALUE

Payments to acquire leaseho[d interests in land are treated as prepaid [ease rentaLs and amortized over the

term of the [ease. LeasehoLd [and is hetd at va[uation and categorised under leve[ 3 of the fair value hierarchy.

lncluded under Leasehotd Land is [and vaLued at l(shs 869,759,420 reLating to the Jl(lA Embakasi Depot whose tit[e
is he[d under the l(enya Airports Authority (KAA). l(PC is pursuing a separate titLe.

15. INTANGIBLE ASSETS 2017

KShs

cosr

1 .July

Add itions

30 June

AMORTIZATION

l Ju[y

Charge for the year

30 J,une

NET BOOK VALUE

481,251,052

880,793,866

1,362,0441919

370,251,891

133,496,179

503,748,070

858r295r848

369,730,283

111,520,7 69

4811251rO52

364,163,306

6,0BB,5Bs

370,251,891

1'.lo,999,161

2015

KShs

lntangib[e assets comprise cost of purchased computer software. Computer software costs are amortized over 3 years.

17. INVESTMENTS - at cost 2017

KShs

(
Unquoted investments

Conso[idated Bank of l(enya Limited 67,030,000

lmpairment charge on Consotidated Bank of Kenya Limited preference shares (:o,zzs,o+t)

36,304,359

Petroleum lnstitute of East Africa 2,000

36106,359

67,030,000

(30,725,641)

36,304,359

2,000

3613051359
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17. INVESTMENTS - at cost (continued)

Details of the investment in Consolidated Bank of Kenya Limited are shown below:

201?

KShs

2016

KShs

746,500 ordinary shares of l(Shs 20 each 14,930,000

2,605,000 4% non-cumutative irredeemabLe non-convertibte

preference shares of l(Shs 20 each 52,100,000

lnrpairment charge on Consotidated Bank of l(enya Limited preference shares (ao,zzs,oat)

35,304p59

14,930,000

s2,100,000

(30,72s,641)

36r304r359

18.

The investment in the Petroteum Institute of East Africa comprises one class "A" Redeemabte Preference share

of KShs 2,OOO. The investments are stated at cost as fair value cannot be retiabty determined.

RETIREMENT BENEFITS

a) National Social Security Fund

This is a statutory defined contribution pension scheme in which both the employer and emptoyee

contribute equal amounts. The amount contributed during the year has been charged to the profit or Loss

for the year.

b) Defined Benefit Scheme (Ctosed)

The company did not make any contributions to the scheme in the year (zOto- ni[). An actuaria[ vatuation

of the scheme's assets and the present va[ue of the defined benefits obtigation as at 30 )une 2017

was carried out in August 2017 by the scheme's actuaries, Zamara Actuaries (formerly Atexander Forbes

Financial Services (E.A) Limited) for the purpose of preparing IAS 19 Disclosures. The va[uation inctuded

prior year disctosures hence FY 2016 comparative figures are provided in thls note.

Amendments to the Retirement Benefit ReguLations weTe announced by the Cabinet Secretary, National

Treasury, in the Finance Act 2015. This related to a c[arification on the distribution of surp[us on wind up

of a defined benefit scheme. The regulations provide for an equal sharing of surptus between members

and the scheme sponsor upon wind up of a scheme. As a resutt of these change, an asset ceiLing has

been apptied to Limit the defined benefit asset to 5Oo/o of the surpLus, which is the maximum avaitable

to the sponsor in the event the scheme is wound up. The principal assumptions used for the purpose of

the actuariaI vatuation tn 2011 were as foltows:

The amount included in the statement of financia[ position arising from the entity's obtigation in respect

of lts def ined benef it ptans is as fotlows:

2017 2016

KShs KShs

Present value of funded defined benefit obtigation

Fair vatue of plan assets

Effect of asset ceiting

Present value of defined benefit asset

6,040,570,614

(z,sa:,oor,soo)

622,041,631

(eao,++sBrs)

5,652,378,014

(t,283,960,460)

711,469,545

(ezo,'l'lz,sot)
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18. RETIREMENT BENEFITS (continued)

The reconciliation of the amount included in the statement of financial position is as follows:

2017

KShs

2016

KShs

Net asset at the start of the year

Net income recognized in the income statement
EmpLoyer contri butions
Amount recognized in other comprehensive income

Present vatue of overfunded defined benefit asset

(szo,rz,eot)
(93,o9r,oBo)

132,760,666

(eao,++r,:r s)

(1,006,10s,26s)

(101,496,312)

187,488,676

(920,112,901)

Movements in the present value of the defined

benefit obligation in the current year were as follows:

Opening defined benefit obtigatlon
Current service cost

lnterest cost

Contributions from pLan participants

ActuariaI gain due to change in assumptions

ActuariaL gain due to experience

Benefits paid

Ctosing defined benefit obLigation

0penlng fair vatue of ptan assets

lnterest income on ptan assets

Contri butions-fro,m the emptoyer

Emptoyee contri butions
Benefits paid

Return on ptan assets

Closing fair value of ptan assets

The fair value of the plan assefs at the end of the reporting
period for each category are as follows:

5,652,378,014

35,917,000

780,210,8s1

(zor,:sz)

(azt lez,sos)
6,040,s10,614

(7,283,960,460)

(,01i,019,082)

421,793,905

324,124,011

(z,sca,o6t,s6o)

5328,848,410

29,836,000

686,608,356

(6e,281,581)

(323,633,225)

5,652,378,0'14

(7,341,0s9,000)

(951,249,616)

323,633,225

684,714,931

(t,zaz,ecoAeo)

Equity instruments

Debt instruments
Property

Cash

TotaI Scheme (Assets)

1,871,825,253

3,241,302,734

2,164,273,540

265,660,033

7,s43,06't,560

20'17

KShs

1,737,601,138

2,938,005,662

2,185,403,749

422,949,911

7,283.960,460

2016

KShs

c) Defined Contribution Scheme:

Contributions to the Kenya Pipeline Company Staff Retirement Benefits Scheme are al 60/0 and 12o/o from
emptoyee and empLoyer respectivety. The company's tiabiLity is Limited to any unpaid contributions.

19. !NVENTORIES

Spare parts and consumab[es

Provision for obsotete stocks

1,661,792,956

(70,01s,035)

1,591 ,777 ,921

1,854,673,036

(166,37s,802)

1,688,297,234
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:20. TRADE AND OTHER RECEIVABLES 2017

KShs

Restated 2016

KShs

Trade receivabLes

Staff Loans and advances

VAT recoverab[e

Prepaid construction costs

Prepaid expenses

RerundabLe deposits

0ther debtors

Provision for bad and doubtfuL debts

Rer-overabte as fotlows:

Wirhin one year

After one year (staff Loans)

21. CASH AND SHORTTERM DEPOSITS

lncLuded in trade receivabtes is l(Shs 4.3 billion (2016 - 1(5hs a.2 biLLion) due from an OiI Marketing Company that is the

sublect of a court dispute. No impairment Loss has been recognized in respect of this amount as management has

opted to wait for the finaL outcome of an appeaL.

The amounts recoverab[e after one year relate to staff Loans and advances. The interest rate on the staff loans and

advances is as per prescribed basis of Fringe Benefits tax as given by l(enya Revenue Authority every quarter.

7,034,645,762

941,066,969

3,'100,799,650

106,656,301

1 ,319,843,648

9,471 ,446

890,261 ,945

13,402,157,121

(sa+1zz,s+z)

121818rO341179

12,048,211,443

7 69,162,736

12,819,O34,179

2017

KShs

8.249,263.168

554,622,614

106,656,301

10,400,461

9,477,446

521,742,268

9,452,162,258

(s84,723,s42)

8,867,438J15

8,444,841,722

422,596,994

8,86?,438J16

Restated 2015

KShs

a) short Term Deposits

Fixed deposits

b) Bank and Cash Balances

The fixed deposits have a tenor of 3 months and the effective interest rate in the year was 13% p.a. Q016 - 9.5y").

5,053,946,835 9,14'.1,970,606

2016

KShsAccount No.

2017

KShs

1. BarcLays Bank of l(enya

2. CommerciaL Bank of Africa (l(shs)

3. CommerciaL Bank of Africa (USD)

4. Standard Bank (l(shs)

5. Standard Bank (USD)

6. CfC Stanbic (l(shs)

7. CfC Stanbic (USD)

B. Citibank (l(shs)

e. Citibank (USD)

i0. Coop-Bank

11. Coop-Bank (USD)

12. Equity Bank(l(shs)

13. Equity Bank (USD)

14. l(enya Commercia[ Banl<

15. Petty Cash

i 1 08981 062

6634970017

6634910025

104023812500

8704023872s00

1 00000s4442s

100000681347

104052002

104052029

1136028439200

2120028439200

560291241368

560261355277

11 08981061

3,094,402

151,7 63,879

401,169,950

15,916,181

478,516,241

11,141,354

79,97 6,353

43,275,672

176,428,651

38,023,072

10,364,342

39,905,958

16,185,248

353,110

11,650,911

114781355,330

3,134,3s8

24,631,246

939,484,720

118,149,900

753,358,660

199,882,106

97,0'18,034

124,789,874

361 ,621,840

54,507,470

(8,338)

51,164,562

, 47,442,962

358,565

12,169,122

2J87JO5,279
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22. SHARE CAPITAL 2017 20'16

Authorized:
19,369,580 Ordinary Shares of l(Shs 20 each

lssued and futly paid:

18,173,300 Ordinary Shares of l(Shs 20 each

387,391,600

363,466,007

387,391,600

363,466 ,007

23. DEFERRED TAX LIABILIW

Deferred taxes are caLculated on aL[ temporary differences under the IrabiIrty method using the appticabLe rate,

currently at 307o. The mal<e-up of the deferred tax Liabitities in the year and the movement on the deferred tax

account during the year are presented betow:

2017 2015 Restated 2016

KShs' KShs' KShs'

Deferred tax liability
Acce[erated capitaL atlowances

Deferred tax on retirement benef it pLan assets

Deferred tax on revaluation surptus

Unrealized exchange gains

5,290,518,263

264,132,995

19,382,793

515741034,051

4,913,118,701

301,832,000

54,973,000

5,330r5831701

4,973,778,701

301,832,000

54,973,000

5,330,583,701

Deferred tax assets
Ceneral inventory provisions

Leave pay provision

CeneraI bad debts provision

Retirement Benefit - 0Cl

Net deferred tax tiability

(21,004,510)

Qo,7tB,6e1)
(4,846,e6e)

(eo,oz+,ao:)

(tezlot,stz)
5,381,329,078

(+e,Nz1+t)

(54,r oe,ooo)

(a,a+o,eoe)

(s6,246,603)

(ros,trs,trz)
5,165,458p89

(4e,e12,741)

(s4,1oe,ooo)

(a,s+o,eos)

(roa,aoa,zoe)

5,221,714,992

e movement Tax was asn e

At 1 July (as previousty reported)

Prior year adjustment (note :f)
5,221,714,992

7B

5,221;?15,O7O

Prior year adlustment (note :e)

Deferred tax charge (note tt(a)) 255,688,811.00

Deferred tax - Retirement benefit ObLigation a/c (96,074,803.00)

At the end of the year 5,381,329,078

Trade payables (rectassif ied)

Other payab[es

Catering, training & tourism deveLopment Levy

Leave pay provision

WithhoLding tax payabLe

5,623,522,000

(r24,326,000)

514991195r000

(zuz,aar,ooe.oo)

(so,z+o,ooz.ao)

5,165,468p89

5,623,522,000

(i24,326,000)

514991196r000

2016

KShs

1,8 58,423,887

1,008,110,258

24.

Qn,+et,ooa)

5,221J14,992

The adjustment in respect of the Retirement Benefit Scheme Other Comprehensive lncome have been treated

cumulatively in FY 2017.

TRADE AND OTHER PAYABLES 2017

KShS

3,367,692,640

10,478,276,887

243.421

235,928,970

503,164,026

14,585r9051944

'180,363,319

3,046,897,464
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24. TRADE AND OTHER PAYABLES (continued) 2017

KShs

2016

KShs

Payabte as foLtows:

Within one year

After one year (staff Loans)

13,816,143,208

169,7 62,136

14,5851905,944

2,126,808,464

320,089,000

3rO45,897,464

25. LONG TERM LOAN

(a) Syndicated Loan( Long Term Portion) 22,983,317,480 9,697,497,096

(b) Syndicated Loan (Current Portion) 3,283,331,069

The Long-term Loan represents loan drawdowns as at 30th ]une 2017 on a United States Do[Lar 350 miLtion Facitity

Agreement signed on t5th luLy 20'15 between l(PC and a consoTtium of the foLLowing slx banks:

Deferred taxes are caLcuLated on aL[ temporary differences under the Liabitity method using the appIicabLe rate,

currently al 30o/o. The make-up of the deferred tax LiabiLities in the year and the movement on the deferred tax

account during the year are presented below:

2017 Drawn as at Drawn as at
Underwritten 30th June 2017 30th June 2016

Bank Amount USD USD USD

Commercial Bank of Africa

Citibank N.A.

CfC Stanbic Bank

Standard Chartered Bank

Rand Merchant Bank

Cooperative Bank of l(enya

TOTAL

26. NOTES TO THE STATEMENT OF CASH FLOWS

The Loan is for financing the construction of a 2o-inch pipeline and retated facilities between Mombasa and Nairobi.

The Loan facitity has an avaiLabitity period of 2 years and is repayabte in 33 quarterly instatments from June 2017 and is

secured with receivables from the top 14 Oit Marketing Companies. lnterest on the loan is at USD 3-month LIBOR pLus

a margin of 5.38% p.a.

58,333,333

58,333,333

58,333,333

58,333,333

58,333,333

58,333,333

350,000,000

42,251,141

42,251,141

42,251,741

42,251,742

42,251,742

42,251,742

253,51O1449

15,986,294

15,986,294

15,986,294

15,986,294

15,986,294

15,986,294

9519171764

2015

KShs

2017

KShs

I

a) Reconcitiation of operating profit to cash generated

from operations
Prof it before tax

Adjustments for:

Depreciation (note t+)

Amortization of LeasehoLd tand (note ts)

Amortization of intangibLe assets (note 16)

Movement in retirement benefit asset (note ta(b))

Loss/(gain) on disposal of property, pLant and equipment

lnterest income
Interest expense

Operating profit before working capital changes

11,418,440,653 12,016,365,478

'1 ,970,595,189

149,096,234

6,0BB,5Bs

2,413,982,224

153,638,197

133,496,179

(25,661,68s)

1,327 ,214

(4s5,249,4s5)

450,074

131660r424rOOO

(z,az+,soo)

Qzo,ota,z+a)
3,780,683

1319601006,122
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26, NOTES TO THE STATEMENT OF CASH FLOWS (continued) 2017

KShs

2016

KShs

I

b) Anatysis of non-cash transactions:
Totat additions to property, plant and equipment 36,289,206,634

Capitat work in progress items pending setttement as at 30 lune
Cash used in the purchase of property, pLant and equipment as

presented on the cash flow statement 361289,2061634

23,211 ,859 ,227

23,217,859,227

N. RELATED PARTIES

Parties are considered to be retated if one party has the abitity to controI the other party or exercise significant
influence over the other party in making f inanciaLor operational decisions. A party is reLated to an entity if directly,
or indirectLy through one or more intermediaries, the party controLs, is controtLed by, or is under common controI
with, the entity (this incLudes parents, subsidiaries and fetLow subsidiaries); has an interest in the entity that
gives it significant influence over the entity; or has joint control over the entity; the party is an associate of the
entity; the party is a joint venture in which the entity is a venture the party is a member of the key management
personneI of the entity or its parent, the party is a cLose member of the famlty of any individuaL referred to in the
above definitions, the party is an entity that is controtted,.jointl.y controLted or significantl.y influenced by, or for
which significant voting power in such entity resides with, directty or indirectty, any individuaL referred to in the
above ; or the party is a post-empLoyment benefit p[an for the benef it of emptoyees of the entity, or of any entity
that is a retated party of the entity.

The remuneration of directors and other members of key management during the year were as follows

lncrease in inventories
Increase in trade and other receivabLes

(Decrease)/increase in trade and other payabLes

Movement in related party batances

Cash generated from operations

a) Analysis of cash and cash equivalents
Short term deposits (note 22(a)

Bank and cash balances

l(ey management saLaries and benefits
Directors Expenses

- Performance incentive

- Board Retreats and generaL expenses

- Sitting /duty aLtowance

- Tralning expenses
- TraveI expenses and Subsistence allowance

96,519,312

(:,sso,ses,+o:)

11,859 ,091 ,707

(240,089,228)

211425,3561329

6,063,946,83s

1,478,365,330

7154213121165

2017

KShs

223,012,626

9,240,000

10,917,176

11,280,000

10,298,146

17,578,533

59,314,455

(ot1r,ts+)
1,791 ,812,230

740,356,966

15,330,453,925

9 ,141,970,603

2,187,106,282

111929,6761886

2016

KShs

110,245,097

9,240,000

2,827,006

15,796,853

12,400,014

22,500,774

62,764.647

(b) Related party transactions

ln the normalcourse of buslness,transactions are conducted with related parties atterms and cond itions s imiLar

to those offered to other customers. Transactions with related parties during the year are disctosed beLow:
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?.7. RELATED PARTIES (continued) 2011

KShs

2016

KShs

Services provided to NationaI oiL Corporation (lQ

Services received from l(enya Power & Lighting Co Limited

Services received from Ministry of Energy

(c) oue to related parties

Deferred lncome from Ministry of Energy - LPC Project

l(enya Power & Lrghting Company Limited

28. FUTURE RENTAL COMMITMENTS UNDER OPERATING LEASES

1,045,451,204

2,307,126,408

384,000,000

3J36,5T1,612

80,000,000

80,000,000

2017

KShs

948,003,000

2,206,8O3,720

384,000,000

3,53818061720

80,000,000

240,089,228

32O,O891228

2016

KShs

The company as a lessor:
Within one year

ln the second to fifth year incLusive

80,562,973

322,251,891

4O2r8141863

The lease rental income earned during the year in respecl of company's
property amounted to l(Shs 81 million (2016 - l(Shs 85 miLLion).

The company as a lessee.'
Withinoneyear 1,336,774 7,265,421

ln the second to fifth year inctusive 612,533,868 401,585,286

557,409,085 408,850,009

The total rental expense incurred during the year amounted to KShs 7.3 miLtion (2016-l(Shs 7.3 miLlion).

CONTINGENT IIABILITIES 2O1? 2016

KShs KShs

Prociucts hetd on behaLf of shippers (Note 30)

Pending law suits
Cuarantees and Letters of credit

488,465,000

1,953,860,000

214421325|OOO

29.

30.

4,012,257,286

1,002,295,515

5rO1_4,552r801

4,845,961,000

3,089,221,000

7,93511821000

)

I

Pending lawsuits reLate to civiI suits Lodged against the company by various parties and incLude a contingent

Liabitity reLated to irregul.ar re[ease of product, amounting to l(shs 400 miLLion (2016: l(Shs 2,877,818,000).

FUEL STOCKS

FueL stocl<s betong to the Oil Marketing Companies (0MCs) as per Transportatlon and Storage Agreement signed

between the l(enya Pipeline Company Limited and the OMCs. FueL stocks are therefore not included in the

financiaL statements. As at 30 June 2017, the company held 372,128 M3 (2016 - 401J52 M3) third party fueL stocks

with a Hydro-Carbon VaLue (HCV)of l(shs 141,680,330.66 (2016 - l(Shs. 15,262,481,000).

31. INCORPORAT!ON

The company is domiciled and incorporated in l(enya under the Companies Act (Cap 486).

32. CURRENCY

FinanciaL statements are presentbd in l(enya ShiLLings (l(Shs)

t
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5-Yrnn FrNnNcrRr HrolLtonrs

Non- Current Assets

201?

KShs

2016 restated
KShs

2015

KShs

2014

KShs

2013

KShs

TotaI Revenue

Di rect Costs

Gross Profit

Other lncome

Adml nistration Expenses

Operating Profit

Net Finance lncome

Profit Before Taxation

Taxation Charqe

Net Profit After Taxation

Earnings Per share

25,134,869,469

(s,zas,aos,eo+)

151849,063,555

362,564,293

(s,zss,ou.an)

10,916,013,041

562,421 ,612

11r4?81440,653

(a,sr o,er:,szs)

?1961,5261828

438

23,018,986,040

Q latPz,sso)

15r2n,193,490

290,415,562

(a:roo,t+o1n)

11,4n,2621875

626,08 5,305

12,0531348,179

(3,606,83s,608)

8,4461512,5n

465

21,438,236,000

(1,967,492,000)

13,470,?44,000

325,785,000

(+,aez,aoo,ooo)

8,909,069,000

1,77'1,905,000

10,580,974,000

(3,459,347,000)

7,221,627,000

397

20,055,532,000

(o,er z,s+s,ooo)

131142,981,000

283,926,000

(3,462,384,000)

9,96415291000

258,416,000

10,222,945,OO0

(3,120,162,000)

7,102,783,000

391

18,487,065,000

(6,947J21,000)

11,539,344r000

247,891,000

(r,z:z,oro,ooo)

8r049r605r000

61 ,512,000

8,111,1171000

(r,:ar,r la,ooo)

6J29,919,000

370

5-Yrnn FrNnNcrnt HtonttcHrs

Srnrrrr,trNT oF CASH FLows

Non- Current Assets

2017

KShs

2015

KShs

2015

KShs

2014

KShs

2013

KShs

Net cash generated from operating activities 16,506,231,596

Netcashtrom/(to)investingactivities (37,16i,868,585)

Net cash trom/(to) f inancinq activities 16,268,212,269

Net increase/(Decrease) in cash and
cash equivaLents

Cash and Cash Equivalents at
beginning of the period

Cash and Cash Equivalents
at end of the Year

(4,387,364,720) 260,416,750 586,347,000 6,763,905,000 (3,225,134,000)

11,929,676,885 11,669,200,135 11,082,853,000 4,3',18,948,000 7,544,082,000

14,124,202,379

(23,251,822.725)

9,388,097,096

5,998,20'1,000

(s,ar r ,as+,ooo)

9,863,939,000

(3,r oo,o34,ooo)

6,538,113,000

(793,039,000)

(B,97o,2o8,ooo)

a

7,542312,155 11,929,6761885 11,669,200,000 111082,853,000 4,318,948,000
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S-Yrnn FrNnNcru H GHL GHTS

Srnrr,r,lrNT oF F NANCIAL POS ON
AS AT 3OTH JUNE

Non- Current Assets
2017

KShs

2016

KShs

2015

KShs

2014

KShs

2013

KShs

Properly, ptant and equipment

LeasehoLd [and

lntangib[e assets

I nvestments

Retirement Benef it recoverable

Trade and other receivabLes

98,091,185,919

5,167,287,314

8s8,296,848

36,306,359

880,443,315

7 69,7 62,736

105r803,2821491

64,832,559,060

4,766,260,609

110,999 ,161

36,306,359

'1,006,105,000

422,596,994

n;n4,Bn183

43,585,328,000 41,264,151,000

4,915,357,000 5,127,880,000

5,567,000 2,98s,000

36,306,000 67,032,000

1,006,105,000 1,407,397,000

100,278,000 118,293,000

49,g8 rg41 rOO0 47,98?,?38rOOO

40,333,480,000

5,217 ,229,000

6,910,000

oz,osz,ooo

1,320,984,000

1 59,107,000

47JO4J42,O0O

Current Assets

I nventories

Trade and other receivables

Taxation recoverabLe

Covernment securities

Short term deposits

Bank and cash balances

Non Current Assets Classified

as held for Sale

1,591,777 ,921

12,048,271,443

1,176,703,986

6,063,946,835

1,478,365,330

22F59,065,515

1,688,297 ,234

8,407,859,021

9,141,970,606

2,787,706,279

1,520,s86,000

10,565,001,000

511,843,000

8,492,671,000

3,176,529,000

1,443,982,000

9,440,453,000

104,316,000

5,938,961,000

5,143,892,000

1,128,042,000

7,824,695,000

991,31 3,000

100,000,000

1,982,203,000

2,336,745,000

22,025,833 J4O 24,266,630,000 22,071,604,000 14186,253,000

Total Assets 128,1621348,006 93,200,660,323 73,915,571,000 70,059342,000 61F90,995,000

Shareholders Funds and Liabitities

Capitat and Reserves

Share capitaL

Share premium

Revenue reserve

Revatuation Reserve

Non Current Liabilities

Deferred taxation

Long term Loan

363,466,007

512,288,916

70,?67,940,523

10,004,768,990

81,848,464,436

5,381,329,078

22,983,317,480

281364,646r558

363,466,007

512,288,916

63,092,108,956

10,022,711,045

73,990,574,924

363,466,000

512,289,000

54,787,041,000

10,022,712,000

65,685,508,000

363,466,000

512,289,000

47,394,969,000

11,887,512,000

60,158,236,000

363,466,000

s12,289,000

40,327,952,000

11,859,254,000

53,062,961,000

5,221,714,992

9697497096

'14191912121088

5,623,522,000

51623,522,000

5,913,210,000 5,882,037,000

5,913r210,000 5r882,03?,OOO

current tiabilities

Trade and other payables

Due to related parlies

Tax payable

Dividend PayabLe

Cu rrent Loan

Total Shareholde/s Funds

and Liabilities

3,764,094,000 2,545,997,000

223,802,000

309,400,000

3,283,331,068

17,949,237,012 4129018731311 21606,541,000 3,9971996r000 2,5451997r000

14,585,905,944

80,000,000

2,726,808,236

320,089,228

943,975,847

300000000

1,983,422,000

313,7',19,000

128,162p48,006 93,200,660p23 73,915,571,000 70,059p42,000 61,490,995,000
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