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KENYA PIPETINE COMPANY TIMITED

ANNUAT REPORT AND FINANCIAT STATEMENTS
FOR THE FINANCIAI YEAR ENDED JUNE 30,2022

CORPORATE !NFORMAIION

BAC KGROU ND INFORMATION

Kenyo Pipeline Compony Limited (KPC) is o Slote Corporotion wholly owned by tlre
Governmenl of Kenyo (GoK) with 99.9% shoreholding by The Notionol lreosury ond less

thon 0.1%by the Ministry of Petroleum ond Mining. KPC wos incorporoled in 1973 under the
Componies Act, Cop 486 of the Lows of Kenyo, ond commenced commercioloperotions
in Februory 1978. Al cobinet level, KPC is represented by the Cobinel Secretory for Ministry
of Petroleum ond Mining who is responsible for the compony's generol policy ond strotegic
direclion.

The moin objective of the Compony is to provide efficient, relioble, sofe ond cosl-effeclive
meons of tronsporling pelroleum proclucts from Momboso to the hinterlond. ln pursuil of
this objective, the Compony hos conslructed o pipeline network, sloroge ond looding
focilities for tronsporlolion, storoge, ond distribution of petroleum producls. Ihe current
instolled system consisls of 1,795 kilometres of pipeline wilh currenl copocily to hondle
oboul l4 billion lilres of pelroleum producls.

The pipeline infroslruclure ploys o key role in spurring economic growth ond developmenl
in the Eost Africon region. To this end KPC, hos developed o Corporote Strotegic Plon
(CSP) dubbed KPC Vision 2025 wrth the oim of tronsforming the Compony into Afrlco's
Premier Oilond Gos hub. The rnission of the compony is lo tronsform lives through sofe ond
efficient delivery of quolity oil ond gos from source to custorner. The CSP is onchored on
five key pillors: -

i) Business leodership - Wirrning ond leoding the mcrrket in Kenyo.
ii) Geogrophic exponsion - Leodership in grecrter Eostern Africo Region.
iii) People - Arnozing perfornronce by oll KPC employees.
iv) Systems ond processes - Relioble ond best in the world lechnology ond systems
v) lmoge ond repulolion - Amozing relotionships with oll our slokeholders.

DIRECTORS

The Directors of the entlty ore os follows

Nome
Foith Bett Boinett
Rito Okuthe
Joe K Song
Mr. Libon Mohomed
Prof. Njuguno Ndungu, EGH
Hon. Justine Muturi
Fronk lreri
Coroline Mugodi
Elsie Mbuguo
Jimmy Shigongo
Kenneth Wothome
Shoron lrungu -Asiyo
Amos Cheptoo
Mohomed Birik Mohomed

Porliculors
Choirperson - Appointed 23 December 2022
lmmediote former Choirperson
Acling Monoging Director - Appointed 23 Jonuory 2023
Principol Secrelory, Stote Deportment for Petroleum
Cobinel Secretory, Notionol Treosury
The Attorney Generol
Appointed on 5 Augusi2022
Appointed on 5 August 2022
Re-Appointed on 6 October 2021
Re-Appointed on 6 October 2O2l
Re-Appointed on 5 October 2021
Alternote Director, Stote Low Office
Alternote Director to Cobinel Secrelory Notionol Treosury
Alternote Director to PS Stote Deportmenl for Petroleum
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COMPANY SECREIARY Floro Okoth

P.O. Box 73442 - 00200
Noirobi. Kenyo

REGISTERED OFFICE
&

HEADQUARTERS

CORPORAIE
CONIACTS

PRINCIPAT BANKERS

!NDEPENDENT AUDlIORS

PRINCIPAT ADVOCATES

Kenpipe Plozo
Sekondi Rood
Off Nonyuki Rood
lndustriolAreo
P. O. Box 73442 - 00200
Noirobi. Kenyo

Telephone'. (254) 020 2606500-4
Emoil: info@kpc.co.ke
Website: www.kpc.co.ke

NCBA
Wobero Slreel
P. O. Box 30437 - 00100
Noirobi, Kenyo

Equity Bonk
Kenpipe Plozo, Sekondi Rood
Off Lungo Lungo Rood
P. O. Box 78569 - 00507
Noirobi, Kenyo

Stondord Chortered Bonk
Stonchorl Chiromo
P.O. Box 30003-00100
Noirobi, Kenyo

Auditor Generol,
The Office of the Audilor Generol,
Anniversory Towers, University Woy
P. O. Box 30084 - 00100
Noirobi, Kenyo

Atlorney Generol
Office of lhe Attorney Generol,
Deporlment of justice
Horombee Avenue
P. O. Box 4O112-0200
Noirobi, Kenyo

Mohommed Muigoi Advocotes
MM Chombers 4rh Floor, K-Rep Centre
P.O. Box 613323 - 00200
Noirobi, Kenyo

Stonbic Bonk Limited
Stonbic Centre-Chiromo rood
P. O Box 72833 - 00200
Noirobi, Kenyo

Cilibonk, N.A.
Citibonk House
Upper Hill Rood
P. O. Box 307,l1 - 00100
Noirobi, Kenyo

Co-operotive Bonk of Kenyo
Co-operolive House Bronch
Nonyuki Rood
P.O. Box 67881 - 00200
Noirobi, Kenyo

Ngotio & Associotes
Bishops Gorden Towers, 2nd Floor
P.O. Box 56688 - 00200
Noirobi, Kenyo
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BOARD OF DIRECIORS

FAITH J. BOINEI
BOARD CHAIRPERSON

Dote of Birlh: 1979

Appointment Dote: 23rd December 2022

Acodemic Quolificotion: Bochelor of Low (LLB)

Profession: Advocote of the High Court of Kenyo

Foith is o lowyer by profession with expertise in Legol Risk &

Complionce, Governonce. Public Finonciol Monogement,
Humon Resources, Public Sector Strotegic Portnership &

Allionces ond is on Educotor.
She hos over 20 yeors working experience in the public ond
privote sectors. She is currenlly the Choirperson of the Boord
of Directors of Kenyo Pipeline Compony Ltd, where she is

keen to see the compony improve its performonce through
tronsformotionolchonge. She is the Monoging Portner ot
Boinett & Bett Co. Advocotes. She olso serves os Choirperson
of the Boord Finonce ond Generol Purposes Committee of
Nyoyo Teo Zone Development Corporotion, Privotizotion
Commission os wellos sits on the Boord of Monogement ot
Moi Girls High School, Eldoret.
ln her 20 yeors of experience, she hod direct involvement in

monogemenl of severol Semi-Autonomous Government
Agencies (SAGAs) ond Higher Educotion insiitutions os

Director on lhe Boord of Monogement for stote
corporotions. ln these roles, she hos provided strotegy
formulotion ond implementoiion oversight on slolutory
obligotions, policies, proctices ond processes thot direct ond
conlrol Public ond privote sector orgonizotions.
She hos good understonding ond interpretotion of the
Kenyo's constitution ond vorious Acls including good
obilities in Litigotion, Conveyonce, Pleodings, Stotutory
Drowings ond Alternotive Dispute Resolution (ADR),

Compony Lows, Employmenl Act 2007, Occupolionol Sofety
ond Heolth Act 2OO7, Lobour lnstitutions Acl, Lobour
Relotions Acl2007 ond WIBA 20OZ omongst others.

Foith is o member of FIDA ond o chompion of women's rights
ond those who ore disodvontoged. The firm where she serves
os Monoging Porlner wos ronked omong the best-performing
low firms in fiqhtinq for children's ond women's riqhts.
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Dote of Birth: 3l December l9l4
Appointmenl Dole: Jonuory 23,2023
Acodemic Quolificolion: Moster's in business odministrotion
(Strotegy), BA Economics
Profession: Accounlo nt

Work Experience: Joe hos over 20 yeors hond-ons experience
goined in o voriety of senior positions in privote ond public
seclor orgonizolions including being Generol Monoger
Finonce & Strotegy of KPC, Group Heod of Business

Performonce & Plonning of Eost Africon Breweries Limited ond
Finonce Director of Eosl Africon Moltings Limited. He olso
worked for Ungo Group ond NolionolOilCorporolion of Kenyo
(NOCK). Equipped with o strotegic mindset, he believes thot
his philosophy of developing other to deliver greot business
performonce is criticol os KPC tronsforms to become Africo's
Premier Oil & Gos Compony. He is o certified public
occountont with CPA(K), he is o member of ICPAK ond holds o
Bochelor of Arts in Economics ond o Moster of Business

Administrolion in Strotegy from University of Noirobi.

W i..

t-_
)

JOE SANG
AG. MANAGING DIRECTOR

PROF, NJUGUNA NDUNGU, CBS
CAB!NET SECRETARY, NAIIONAT
TREASURY

Dote of Birth: 1960
Appointmenl Dote: September 27, 2022
Acodemic Quolificotion: PhD in Economics
Profession: Professor of Economist

Work experience: Prof. Njuguno Ndung'u is the Cobinet
Secretory, NotionolTreosury & Economic Plonning. Prior to the
current oppointmenl, Prof. Ndung'u wos serving os the
Executive Director of the Africon Economic Reseorch
Consorlium (AERC), o Pon Africon premier copocity building
network of reseorchers, troiners, students, universities, policy
mokers ond internotionolresource persons. He is on ossociote
professor of economics ol lhe University of Noirobi, Kenyo ond
lhe immediote former Governor. Cenlrol Bonk of Kenyo.

Prof. Ndung'u hos been o member of lhe Globol Advisory
Council of the World Economic Forum, Visiting Fellow of
Proctice of Blovotnik Schoolof Governmenl, Oxford University,

Director of Troining ot AERC, Progrom speciolist ol IDRC ond
Teom Leoder in Mocro-modelling of lhe Kenyo lnstitule for
Public Policy Reseorch ond Anolysis. He holds o PhD in
economics from Universily of Gothenburg, Sweden. He is o
Member of Brookings Africo Growth lnitiotive, Member of the
Advisory Committee of the Allionce for Finonciollnclusion, thot
coordinotes finonciol inclusion policies in Africo, Asio ond Lotin
Americo, ond Senior Advisor for the UNCDF-bosed Better thon
Cosh Allionce.
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MOHAMED tIBAN,
PRINCIPAT SECREIARY STATE

DEPARTMENT FOR PETROTEUM

Dole of Birth: l95l
Appointment Dote: December 2,2022
Acodemic Quolificolion: Moslers
Profession: Public Heolth
Mr. Mohomed Libon is the PrincipolSecretory for the Stote
Deportment for Petroleum hoving been oppointed to the
position in December 2022. Prior to the oppointment, he wos
the Choirmon of the Ewoso Ng'iro North Development
Aulhority, o posilion he held from 2019.
Mr. Libon hos o weolth of leodership copobilities hoving
served os Regionol Elections Coordinolor under lhe
lndependent Electorol ond Boundories Commission from
2OO9 - 2017. Olher positions held include Regionol Heollh
Monoger with the Kenyo Red Cross Society ond Deputy
Chief CllnicolOfficer ot the Minislry of Heollh
Among other quolificotions, Mr. Libon holds o Moster of
Public Heolth ond Epidemiology from Kenyotto Universily,
Higher Notionol Diplomo in Cotoroct Surgery from the Kenyo
Medicol Troining College (KMTC), lnternotionol Diplomo in

Community Eye Heolth from London Universily ond, Higher
Notionol Diplomo in Ophtholmology from KMTC. He hos olso
ottended severol Humon Resource Monogement courses.
The PS is o Life Member of the Kenyo Society for the Blind
ond Kenyo Red Cross Society.

HON. JUSTINE MUTURI, EGH

THE ATIORNEY GENERAT OF THE

REPUBLIC OF KENYA

Dote of Birth: 1956
Appointmenl Dote: 27 Seplember 2022
Acodemic Quolificolion: LLB

Profession: Lowyer

Work Experience: The Hon. Justice Justin Muluriserved os the
seventh Speoker of the Noiionol Assembly of Kenyo from
2013-2022. He is lhe firsl Speoker to serve following lhe re-
estoblishment of o bicomerol Porliomenl, os mondoted by
the 20l0 Constitulion.

Muturi served os o member of porliomenl from 1999-2007. He
served os opposition Chief Whip ond Choirmon of the Public
lnvestment Committee (PlC) during the lOrh Porliomenl.

Muturiwos formerly o judiciory employee serving os o principol
mogistrole between l9B2 ond 1997 before retiring from judiciol
servlce. He olso served os the Choirmon of the Judges ond
Mogistroles Associotion during lhe time. He wos o member of
lhe Africo Porliomenlorions Network Agoinst Corruption, Globol
Orgonisotion of Porliomentorions Agoinst Corruption ond the
Porliomentory Network on the World Bonk.
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ETSIE MBUGUA

Dole of Birth: l9B5
Appointment Dote: 6 October 2021
Durotion: 3 yeors
End of Term: 5 October 2024
Acodemic Quolificotion: Bochelor's Degree
Profession: Economics ond lnternolionol Relolions

Work Experience: Elsie Mbuguo is the founder of Elcy
lnvestments Ltd with its power subsidiory, Leodwood Energy.
She is olso one of the finonciol lronsoclion odvisors to the
Governmenl of Kenyo on the country's crude oil prospects
ond is considered o thought leoder ond o key policy moker in
Eost Africo's energy
morkets. Ms. Mbuguo hos more thon o decode of experience
os o physicol energy troder hoving previously worked for some
of the world's lorgest troding houses - Goldmon Sochs ond J.P
Morgon - covering morkels in renewoble energy, noturolgos,
liquefied noturolgos, emissions ond crude oil. She hos focused
on both the logislics of the physicol morkefs ond finonciol
products of eoch of the commodities. She is well recognized
for successfully executing on chollenging energy tronsoclions
ond influencinq enerqy policy reforms.
Dole of Birlh: 1962
Appointmenl Dote: 6 Oclober 2021
Durotion: 3 yeors
End of Term: 5 Oclober 2024
Acodemic Quolificotion: Moster's degree
Profession: BSc Mothemotics

Work Experience: Jimmy hos extensive senior executive
experience ocross Africo, sponning over 25 yeors. He storted
his coreer with PWC Boston prior to joining Loforge SA, os o
senior globolexecutive. He hod strotegic oversight of the Sub-
Sohoro Afrlco business conlributing to its growth from o single
entily in Kenyo, Bomburi Cement, to becoming on induslry
leoder in nine countries. He wos voriously CEO of Loforge
Ugondo ond Loforge Nigerio. Jimmy founded ond exited o
mining venture in South Africo ond currently heods the Africo
division q! o bqullque _cqpjtql oQvlsory_

Dote of Birth: 1962
Appointment Dote: 6 October 2021

Durolion: 3 yeors
End of Term: 5 October 2024
Acodemic Quolificotion: Moster's degree
Profession: Lond Economics

Work Experience: Kennelh Wothome is o resourceful
Professionol ond Business Executive wilh proven effectiveness
in working with high performonce teoms to ochieve
exceptionol results in business environmenls.
He hos o coreer experience of over 20 yeors in Slroteqy,

firm

JAMES SHIGANGA

Poge 6 of ll5
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KENNETH WATHOME Leodership, Governonce, Corporote Restrucluring ond

Property Development.
He currently heods NW Reolite ond Properly One Limited.
He hos choired ond o member of severol Boords, such os lhe
Kenyo Bureou of Stondords, Foulu Kenyo, AIB Copitol,
Opportunity Bonk of Ugondo, Tronsformotionol Business
Network (Kenyo), Opportunity lnternotionol United Slotes
omong others.

Dole of Birth: l98l
Appointment Dote: Jonuory 19,2023
Acodemic Quolificotion: Bochelor of Low (LL.B)

Profession: Advocote
Occupotion: Stote Counsel

Work Experience: Ms. Shoron lrungu-Asiyo, HSC is on
Advocote of the High Court of Kenyo ond is currenlly o
PrincipolStote Counsel ot the Office of the Atlorney
Generol. She hos over fifleen yeors post-odmission
experience 1o the rollof odvocotes in both privote ond
public sector experience mojoring in commerciolond
corporole low, internotionol business ond internoiionol
finonciol tronsociions. As o public sector legol proctitioner,
Ms. lrungu-Asiyo is currently bosed of the Governmenl
Tronsoctions Division of the Office of the Altorney Generol
where her primory dulies enloil drofting, veiting ond
revlewing Governmenl Controcts, negotioling commerciol
ond finonciol ogreements on beholf of the Government ond
issuing odvisory opinions on emerging issues ond oreos of
low thot hove on impoct on Governmenl Controcts. As on
olternote member representing the Hon. Attorney Generol in
the Boord of Kenyo Pipeline Corporotion, Ms. lrungu-Asiyo
provides strotegic leodershlp on emerging issues of low
offectin the mono ement ond tionolo of KPC

Dole of Birlh 1972
Appointment Dote: 2l .02.2023
Durolion: 3 yeors
Acodemic Quolificotion: lvloster's degree
Profession: Economisl

Work Experience: Amos is currently serving os the Speciol
Advisor for Multiloterol Cooperotion of the Nolionol Treosury.
He hod served concurrently os Executive Director for Eostern
Africo of Boord of the Africon Development Bonk (3 yeors) ond
Senior Advisor in the some Boord (3 yeors).

He previously worked os Progromme Officer ond Monoger ot
the Mocroeconomic & Finonciol Monogement lnstitule of
Eostern ond Soulhern Africo (MEFMI), bosed in Zimbobwe.

Prior to inlernotionol ossi nments, he worked os on

SHARON IRUNGU.ASIYO, HSC
REPRESENIAIIVE OF THE

ATIORNEY GENERAL -

OFIICE OF IHE AIIORNEY
GENERAT & DEPARTMENT OT
JUSTICE

AMOS CHEPIOO
ATIERNAIE DIRECTOR -THE

CABINET SECREIARY NATIONAT
TREASURY

Poge 7 of ll5



KENYA PIPELINE COMPANY LIMITED
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economist of the Centrol Bonk of Kenyo

,+
.- I

MOHAMED BIRIK MOHAMED,
OGW
ATIERNATE D!RECIOR TO PS

ENERGY & PEIROTEUM

CAROTINE MUGAD!

Dole of Bitlh:1967
Appointment Dote: Februory 22, 2023
Acodemic Quolificotion: Degree
Profession: Administrotor

Mr. Mohomed Birik wos oppointed Secrelory Administrotion in
the Stote Deportmeni for Petroleum in 2021. Prior to this
deployment, he wos the Regionol Commissioner, North
Eostern, where he served from 20lB 1o 2020.

A coreer odministrotor, Mr. Birik joined the Civil Service os o
Dislrict Officer in 1994. Since then, he hos served in vorious
ports of the counlry os o District Officer, Distrlct Commissioner,
County Commissioner ond Regionol Commissioner. Mr. Birik is o
decoroted officer hoving been oworded Order of the Golden
Worrior (OGW) in 2008 following successful restorolion of
peoce ond security in Mt. Elgon Dislrict where he wos the DC.

Mr. Birik holds Bochelor of Arts in Educotion degree from the
University of Noirobi ond is currently pursuing o Moslers in

Peoce ond Conflict Resolulion ol Kenyotto Universily. He hos
ottended vorious courses of Kenyo lnstitute of Administrotion
(KlA) including Advonced Public Administrolion, Stroiegic
Leodership Development Progrom (SLDP) ond Senior
Monogement Course (SMC).

Other notoble courses ottended include Cerlificote Course in
Monogement of the Cenler of Excellence forStobility of Police
Units in ltoly ond, Kenyo - Ugondo Border Conference.

Dote of Birth: l958
Appointment Dote: 5 August 2022
Acodemic Quolificolion: MSc. Comporoiive Centrol Bonking
& Finonciol Regulotion, University of Worwick (on-going),
MBA, Globol Business Monogemenl, Post Groduole
Diplomo, Finonciol Monogement, BSc. Mothemotics &

Chemistry

Profession: Commerciol Bonker

Coroline is o senior commerciol bonking professionolwith 20+
yeors' experience goined working with tier one bronds in the
finonciol morkets in Eosl Africo. She hos been o key strotegic
business leoder involved in finonclol plonning, bonk
operotionol support strolegy ond occountobilities in Treosury &

Risk Monogemenl. Her coreer begon ol Stondord Chorlered
Bonk before she moved to Slonbic ond loler o Heod of

Poge 8 of ll5
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FRANK IRERI

Dote of Birth: 1962

Appointment Dole: August 6,2022
Acodemic Quolificolion: Cerlifled Public Accountont
(Kenyo), Bochelor of Commerce (Hons) Mojor in

Accountoncy

Profession: Accou nto nl

Fronk is on occomplished ond resilient senior Executive ond MD
with o progressive internotionolcoreer sponning over 25 yeors
delivering ond instilling operolionol slrotegies ond
ironsformotion initiotives 1o moximize business performonce,
streomline processes ond increose cuslomer excellence for
leoding globol bonking orgonizotions. He is recognized for o
brood skill sel encompossing operotions monogement ond
strotegy, monogement consulting, business developmenl ond
growth, continuous improvement strotegy, corporote
governonce, ond business strotegy, combined with o
consislent lrock record in delivering sustoinoble solutions. He is

o resourceful people monoger oble to consistently drive
improvements to performonce ond efficiency using innovotive
solutions in line wilh stringent regulotions, whilsl leoding,
motivoling, empowering, ond developing multi-disciplined,
cross-culturol ieoms.

Treosury of DTB. She wos Treosurer of The Co-operotive Bonk of
Kenyo where she held other senior roles. She tronsitioned to
globol technology ond morkel infrostructure leodership roles in

sub-Sohoron Africo, enobling finonciol institutlons, regulotors,
governments, ond clienls to leveroge technology for
compelitive odvontoge. She is o chonge ogent with o possion

for people, colloborolion ond delivery of volue lo oll
sto keholders. Her experience leodin g mu lti-cu lturol teoms wilh
diverse culturol contexts ocross geogrophicol boundories
while, deoling with complex strolegic chollenges ond hos

shoped her leodership journey. She is on lndependenl
Consultont odvising ond consulling for globolfinonciol morkels
orgonizotions seeking entry into the Eost Africon Morkets os well
os odvising on ocquisitions in the Copitol Morkets ond
optimizotion of Foreign Exchonge workflows for clients ond lhe
implementotlon of Foreign Exchonge plotforms.
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THE EXECUTIVE MANAGEMENT IEAM

JOE K. SANG
AG. MANAGING D!RECIOR

Moster's in Business Monogement (Strotegy). BA

Economics, CPA(K).

P!US MWENDWA
cENERAL MANAGER (FINANCE)

Mcom (Finonce option), B. Com (Finonce),
cPA(K).

ZITPER MICHETTE ABONG'O
GENERAT MANAGER (SIRAIEGY)

Msc. Economics & Policy of Energy &
Environmenl, Bochelor of Arts

MARTIN WANYAMA
Ag. GENERAT MANAGER (PlPEtlNE

oPERATTONS & MATNTENANCE)

MBA (Corporote Monogemenl), BSC (Civil

Engineering)

THOMAS NGIRA
Ag. GENERAT MANAGER (HR &

ADMTNtSTRATtON)
MPhil (Humon Resource Developmenl, BA,
HDip (Humon Resource Monogemenl)

MAUREEN MWENJE

Ag. GENERAT MANAGER (SUPPtY CHAIN)

LLM (Low in Development), Bochelor of
Lows, Diplomo (Low), MCIPS, MKISM
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ENG. DAVID MURIUKI

GENERAT MANAGER (INFRASIRUCIURE)

MBA (Strotegic Monogement), BSC

(Mechonicol Engineering), REng, MIEK

FTORA OKOIH
GENERAT MANAGER (COMPANY SECRETARY

& rEGAr SERVTCES)

LL/\4 (lnternotionol Economic Low), LLB,

Diplomo (Low), CPS, Executive MBA

*

Y
I

CAIHERINE KATOK!

GENERAT MANAGER (AUDIT)

MBA, B Com (Finonce), CPA(K), ISACA

A
DR. AIYABEI JONAH
D!RECTOR MORENDAI INSIIIUTE OI OIt & GAS

PhD (Business Administrotion), MBA, BEd

(Arls), CIFA (K)

$t,
---rt
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CHAIRPERSON'S REPORI2022: RE-ENERGIZED IO DEIIVER A POSITIVE IMPACT

Deor Shoreholders,

lom honored to present to you the Report ond FinonciolStotements of the Kenyo Pipeline
Compony Limited for the 202112022 Fiscol Yeor.

FY2021l2122wos yet onother period of solid performonce by KPC, enobling the Compony
to remoin o self-sufficient, profitoble stote corporotion. The good performonce is ottributed
to sound fiscol monogement os well os cost contoinment meosures omong other policy
interventions. The good performonce wos equolly driven by resilience of our business

processes, ond improved innovotions through integrotion of systems to serve our customers

efficiently.

During the period under review, the compony ollocoted odequote resources to ougment
the core business ond mointoin the exponsive pipeline network systems. Supported by
strong corporote governonce systems. the Compony ensured security of supply of
petroleum products in Kenyon ond the region.

Business Strotegy

The Compony sustoined the implementotion of strotegic decisions in line with its Vision 2025

objectives. On business diversificotion, the compony remoined focused on implementing
initiotives oimed ot increosing KPC's morket shore in fibre-optic coble (FOC) business line,

leoding to the onboording of odditionol customers during the yeor. This is on ongoing
initiotive thot will continue.

We envisoge thot in the coming yeor. productive business initiotives will be undertoken to
ensure KPC's growth is sustoined. Copocity enhoncement of existing pipelines, bottom
looding focilities, storoge focilities, will inform growth strolegies omong other key initiotives.

Additionolly, the boord remoins rechorged to delivero positive impoct ond to ensure thot
strotegies being implemented ore completed on time ond in complionce with notionol
treosury guidelines on public investment monogement.

Further, during the yeor under review the compony storted the construction of o bottom
looding focility ot NoirobiTerminol. Once completed, the focility will ploy o significont role
in reducing cost of fuel in Noirobi. Lock of o bottom looding focility in Noirobi hos been o
big chollenge in terms of monoging fuelhondling costs. Additionolly, during theyeorunder
review, the compony emborked on o journey of estoblishing Liquid Petroleum Gos (LPG)

bulk hondling focility in Momboso. Once complete, it is expected the cost of LPG will go
down significontly.

The completion ond commissioning of the new Kipevu Oil Terminol otherwise known os

KOT2 (Kipevu OilTerminol 2) is o gome chonger in lhe oil ond gos subsector in the region.
The government deemed it necessory to construct o new Oil hondling Terminol (Kipevu Oil
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Terminol 2) of the Port of Momboso to reploce the old KOT-l Jetty which is o single berth
thot con only hondle one vesselot o time. This decision wos olso informed by the foct thot
the current Kipevu Oil Terminol is olso too neor to the New Contoiner Terminol ond for
sofety purposes relocotion to o new site wos imperotive. The now completed focility will

boost importotion ond exportotion of six different hydrocorbon products os follows-

. Jet A-'l-oviotion fuel,

. AGO (diesel) ond PMS (petrol).

. Liquefied Petroleum Gos (LPG), CO (crude oil) ond HFO (heovy fueloil).

Other benefits of this world closs Morine Tonkers Off-Shore Jetty, one of its kind in the region,
include.

. Higher vessel dischorge rotes

. lmproved ship turnoround time

. Reduced demurroge with odditionol pipeline ond storoge copocity.
o lncreosed products stobility for the country ond neighboring regions.

Cuslomer Focus

Our customers ore importont, ond we ore conscious thot cuslomer engogement is o vitol
ingredient for business success, KPC is committed lo ochieving unprecedented customer
sotisfoction levels. Successfulimplementotion of vorious projects hos enhonced customer
experience, ond this hos elevoted customer sotisfoction index (CSl). The Compony hos

employed ollefforts to ensure thot the customer is the focol point of olldecisions reloted to
service delivery. We ore determined to foster customer loyolty, sotisfoction, ond odvococy
to ochieve exemplory customer experience.

Sustoinobility Agendo

The Compony's commitment to sustoinobility is unequivocol. We con only prosper through
shored volues opprooch with the society by moking more thoughtfulond resource-efficient
decisions ond by colloboroting with Kenyons to ensure their lives ore impocted positively.
Consequently. through KPC Foundotion (the Compony's philonthropic orm), Corporote
Sociollnvestment progroms hove been implemented torgeting communities, groups, ond
individuols ocross the country with the sole objective of empowering ond tronsforming lives

of the grossroots.

During the period under review, the Compony continued to implement severolimpoctful
development progroms thot ore responsive to our stokeholders' needs, both sociolly ond
morolly. The following ore the CSI Policy focus oreos:

Educotion
Heolth ond Environmentol Conservotion
Woter ond Sonitotion
Sports for Development
Speciol Groups Empowerment (Women, Youth, ond People with speciol needs)

r)
2l
3)

4)

s)
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Our People

ln line with our strotegic objective of ensuring outstonding performonce by oll our People,
the Boord continued to support policy interventions oimed of recognizing ond rewording
stoff for exemplory performonce. ln supporting such intervenlions, the Boord is cognizont to
the foct our people ploy o key role in our business performonce. Development ond
motivoting them will therefore continuolly leod to the entrenchment of o high-
performonce culture.

Appreciotion

On beholf of KPC's Boord, Monogement ond Stoff, lwould like to oppreciote the support
occorded to KPC by the Minislries of Petroleum & Mining ond the NotionolTreosury. We

look forword to your continued support os we implement our current ond future projects

ond progrommes.

To Monogement ond Stoff, I commend you oll for your tireless effort ond commitment to
ottoining KPC's torgets ond gools. Your dedicotion ond commitment while ploying your

roles hove enobled the Compony to remoin profitoble ond ensured thot Kenyo ond the
Region hove o steody ond uninterrupted fuelsupply.

My finol oppreciotion goes to my fellow Boord of Directors. I om truly honoured to serve

olongside you os we strive to support KPC in reolizing its strotegic gools ond objectives in

stricl observonce of the highest stondords of good corporote governonce ond
monogement of public resources. Thonk you for the confidence you hove bestowed on
me. You hove my unwovering commitment thot we will fulfill our mondote. With your

support ond proyers. KPC willcontinue thriving.

BOARD CHAIRPERSON
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REPORT OF THE MANAGING DIRECTOR: SAFEGUARDING BUSINESS GROWTH TRAJECTORY

Deor Shoreholders,

Greelings!

Allow me to shore with you the Kenyo Pipeline Compony Finonciol Stotements for the

2O2l12022 Fiscol Yeor. I om proud to onnounce thot the Kenyo Pipeline Compony ("KPC" or

the "Compony") continues to moke solid finonciolmilestone.lndeed, KPC finonciolsuccess

is on indicotor of the significont role the Compony ploys towords supporting the Kenyon

ond regionol economies. During the period under review, KPC implemented plons thot

hove delivered excellent results, consistent with priorities outlined in the Compony's Vison

2025 Strotegy. The Compony mointoined sustoinobility through decisive ond immediote

oction with on emphosis to deliver on the strotegy for o better future. This wos in totol

defionce of the disruptive effects of Covid l9 pondemic ond olso petroleum producls

supply choin chollenges experienced during the yeor under review ocross the country.

With o combined osset bose of over Kshs.l30 billion, KPC boosts of some of the region's

most vitolond strotegic infrostructure, plocing it omong the lorgest corporolions in Kenyo

ond the region.

Finonciol Performonce

The Compony posted o profit before tox of Kshs 6.2 billion for the yeor ended 3OJune 2022

compored to Kshs 6.9 billion ochieved in the some period previous yeor. The reduction

wos os o result of reduced throughput performonce ond storoge fee toriffs which hod o

negotive impoct on revenues. The toriff reduction come into effect from I July 2O2l this

being the lost yeor of the Syeor EPRA Toriff Control Period (TCP).

Throughpul

During the period under review, KPC recorded o morginol growth of 17" in throughput

volumes to 8,1[X1,995 ms from 8,1I1,539 ms. On the domestic throughput front, the figures

went up by 17"from 4,512,484 m3 for the yeor ended 3OJune 2021 to 4,537,535 m3. Export
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volumes olso went up by 17"to3,646,460 ms for the period ended 30 June 2022compored

to 3,599,079 me for lost yeor.

Revenue

Throughput revenue dropped by 6% to Kshs 26.2 billion in the yeor down from Kshs 28.0

billion ochieved the previous yeor. This wos occosioned by the reduction of pipeline
throughput toriffs following implemenlotion of yeor 3 of the Energy ond Petroleum
Regulotory Authority (EPRA) Toriff Control Period (TCP).

Operoting Expendilure

ln the period underreview, KPC operoted within the budgeted expenditure, with operoting

expenditure improvin gby 2% to Kshs 21.5 billion from the previous yeor's Kshs 21.9 billion.

Cosh Position

The Compony's cosh reserves wenl up by ?7.to Kshs 10.4 billion compored to Kshs. 9.5

bitlion of the end of lost yeor. The cosh position went up os result of ousterity meosures thot

monogement undertook of the beginning of the finonciol yeor leoding to reduction on

recurrent expenditure costs ogoinsl the budget.

Our Commitment

As we enter the criticolstoge, the monogement teom is focused on delivering the strotegy

os espoused in Vision 2025. Aport from exponding our troditionol tronsporlotion ond

storoge of petroleum products business with key focus being the regionol morkets, we ore

looking ot developing the Fiber Optic Coble (FOC) business ond investments in Liquefied

Petroleum Products (LPG) in the 2O22l2O23tY. lndeed, KPC is georing up towords o brighter

future. We hove mode consideroble progress from where we were o yeor ogo despite

impocls of Covid l9 ond other exlroneous chollenges. We ore however committed to

serving Kenyons better every doy. We ore confident thot the investments we ore moking

will leod to sustoinoble improvements for customers whilsl creoting long-term volue for our

shoreholders ond Kenyo of lorge.
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Acknowledgemenl

ln conclusion. I toke this opportunity to express my sincere grotitude to our shoreholders.

the Ministry of Petroleum & Mining ond The NotionolTreosury for their conlribution through

both policy ond budgetory support.

KPC Boord members for their continued support. visionory leodership, ond guidonce to

monogement teom throughout the yeor.

I olso wish to oppreciote our customers, who continue to support our vorious initiotives ond

toke up our vorious product offerings. They remoin o cruciol stokeholderwithout whom, we

would not hove ochieved our gools ond finonciol torgets.

Finolly, I olso toke this opportunity to commend KPC's stoff for their continued diligence

ond commitment. lt is through your tireless efforts ond industriousness thot we hove been

oble to move this compony forword.

JOE SANG
AG. MANAGING D!RECIOR
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SIATEMENI OF PERFOMANCE AGAINST PREDEIERMINED OBJECTIVES FOR FY 2021/2022

KPC's strotegic plon is o l0-yeor plon focused on tronsforming KPC to o diversified Oil ond

Gos business. The Plon covers the period 2015115 - FY 2024125 ond is in the 7rh yeor of

implementotion. KPC tronsformotionolplon is onchored on the following five pillors.

o. Business Leodership Pillor - Winning the morket in Kenyo

b. Geogrophicol Exponsion Pillor - Leodership in greoter Eostern Africo Region

c. People Pillor - Amozing performonce by Allour People

d. lmoge ond Reputotion Pillor - Amozing relotionships with oll stokeholders

e. Systems ond Processes - Best in the world

KPC's onnuol work plons ore oligned to the obove five strotegy pillors ond the vorious

strotegic objectives ond oction plons. Assessment of the Compony's performonce ogoinst

its onnuolwork plon is done on o quorterly bosis.

The region continued to recover from the odverse effects of the outbreok of COVID l9

Pondemic which disrupted business the world over. The Compony is striving to deliver on its

core mondote which is to tronsport ond deliver petroleum products to the hinterlond ond

progress its strotegic ogendo. The Compony's ochievement ogoinst its set performonce

torgets for the FY 2021/2022 period ore, os indicoted in the diogrom below:

lncreose
throughput

Throughput of
8,419,931me

Throughput of
8, r83,995m3

Grow existing
business

Upgroding of
bottom looding
focilities ot PS

25-Nokuru ond
PS 28-Kisumu.

Completion by
30th June 2021

Nokuru - 10%

Kisumu - 10%

Continued
commerciolizoti
on of fibre optic
network

Growth in

revenue by Kshs

195 million by
Jvne 2022

Kshs. I 6l ,568,230 wos
ochieved ogoinst the
onnuol torget of Kshs.

195,61 7 ,856 hence o

Business

Leodership

Diversificotion

Objective Activilies KeyPerformonce Achievements
lndicolors

Pillor
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negotive vorionce of
Kshs. 34.049,626.

The negotive vorionce
wos ottributed to
expected soles from
MTN, Telkom, Jomii
Telkom Ltd. ond
Wononchi Telcom Ltd.
which were not reolized
due to technicol
chollenges experienced
on their port.

Pre - Tox Profit Kshs.

2,750,034,452
A pre-tox profit of Kshs

6,156,274,502 wos
ochieved for the yeor
ended 30 June 2022

Cost
leodership to
shore up
morgins ond
Profitobility

Zero non-
conformities

Zero non-conformitiesAdherence
to
lnternotionol
Stondords

too%
odherence

During the period under
review, MIOG
developed skills in oil
ond gos through the
troining of 968No.
troinees ogoinst o torget
of 75No. for the quorter,
indicoting 1191%
improvement. This

enormous positive
vorionce is becouse
KPC mode MIOG the
troiner of choice in skills

development in Oilond
Gos for her people.

Copocity
building in oil
ond gos

Enhonce MIOG
troining
copocity

225 No. troinees

Objective Activities Key Performonce Achievements
lndicotors

Pillor
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Operotionolizotio
n of Kisumu Oil
Jetty

Operotionol since
December 2022.

Operotionoliz
otion of
Kisumu Oil
Jetty

Operotionolizoti
on of Kisumu Oil
Jetty

High focus on
orgonizotiono
I ond
individuol
competence

Competence
Development
bosed on
opproved TNA

2019 /2020 FY

Percentoge of
stoff troined
during the 4th
Quorter

1,053 No. stoff were
troined in vorious
technicolond non-
technicol courses during
the yeor.

l. Tendering in
performonce
evoluotion
reports by 15th

doy ofter the
lost quorter.

2. ldentificotion
of skill gop
omong stoff.

3. No. of stoff
ploced on PlP.

100% odherence to PC
guidelines.

People
Pillor

Develop ond
entrench o
high-
performonce
culture

l. ldentificotion
of
performonce
torgets

2. Negotiotions.
3. Vetting of

the
performonce
controcts

4. Signing of
lhe
performonce
controcts

5. lmplementoti
on of the
controcts.

6. Monitoring
ond
reporting of
performonce

Z. Mid-Yeor
performonce
review

8. Performonce
evoluotion

9. Releose of
the results
ond review
of the
performonce
controctinq

Objective Aclivities KeyPerformonce Achievemenls
lndicotors

Pillor
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guidelines to
inform the
succeeding
yeor's
performonce
controcting
cycle.

Adherence
by ollstoff to
GoK policies,
regulotions,
directives,
guidelines
ond
stondords

100%
odherence to
presidentiol
directives by oll
stoff.

too%
odherence

During the period under
review, we hod no
Disciplinory coses.

Provide
leodership to
stokeholders
in order to
foster o
predictoble
ond
sustoinoble
regulotory
environment

Sensitize stoff on
the Citizens
Service Delivery
Chorter ond
troin on
essentiols of
excellent
customer
service culture

No. of
sensitizotion
progroms per
Quorter

Stqff sensitizotion wos
undertoken between
l2th ond 28th Jonuory
2022.

A totol of 375No. Stoff
were sensitized

Corry out CSI

octivities
No. of CSI

progroms corried
out during the
period under
review.

29No. octivities corried
out.

lmoge
enhoncing
Corporote
Sociol
Responsibility
Progroms

lmoge ond
Reputotion

lmprove
stokeholder
relotionships

l. Visit to
editors of o
medio houses.

2. Visit to
county
governments

3. Sponsorship

No. of visits done l. I No. visit NMG North
Rift Region

2. 3No. of visit to
Kopseret, Uosin Gichu
ond Chepturet

Objective Activities Key Performonce Achievemenls
!ndicotors

Pillor
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of golf
tournoments

3. 4 Customer Forums

4. 5No. of golf
tournoments

5. 3 Exhibition/ summits

Enhonce
prompt ond
tronsporent
internolond
externol
communicoti
on

I . 1000 words
e-newsletter

2. Kenpipe e-
newsletter

3. Sociol medio
hondles

l. Monthly e-
newsletters
publicotions

2. Kenpipe e-
newsletter

3. No of post on
sociol medio

l-2. Nine (9No.) of
publicotions

3. Thirty (30No.) of post.

4 (KTN News, Stondord,
Spice FM, Business Doily,
Doily Notion.

Systems
ond
Processes

Use

Technology
os o business
driver

Automotion of
truck looding
process of PS 25

- Nokuru, PS 27 -
Eldoret ond PS

28 - Kisumu

Reduction of
overoge looding
time to I hour.

Receipt of Lot I

Moteriols.

Controct wos oworded
for Civilworks ond l&C
moteriols.

Electricol Moteriols ond
Metering controct wos
extended for six (5)

months ond will be
completed by
September 2022

Controct owords were
done for supply of lift
pump ond l&C cord

Objeclive Aclivities KeyPerformonce Achievemenls
lndicotors

Pillor
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CORPORATE GOVERNANC E SIATEMENI

Kenyo Pipeline Compony (KPC) is committed to consistently mointoin the highest stondords

of Good Corporote Governonce in its systems, processes ond operotions in order to

sofeguord the interests of oll stokeholders. This ensures Boord ond Monogement

occountobility ond helps build public trust in the Compony.

The Boord of KPC is responsible for overseeing the effective monogement ond control of

the Compony. Tronsporency ond disclosure ore key focus oreos of Boord oversight, ond

this is well demonstroted in our oudited Finonciol Stotements over the yeors. Monogement

hos implemented on Enterprise Risk Monogement (ERM) fromework where risks ore

identified. monitored, ond controlled with quorterly reporting to the Boord. During the yeor,

the Compony engoged on independent consultont to conduct o gop onolysis of KPC's

ERM. The Compony risk moturity levelwos roted of 3.7 which compores wellwith industry

counterports.

ln implementing the Corporote Governonce tenets, the Boord mointoins o strong focus on

the Compony's strotegic ogendo ond seeks to odd volue through constructive diologue

ond engogement with stokeholders os well os Monogement.

The Boord embroces ond recognizes the benefits of diversity in skills ond experience in its

composition which this engenders the effective dischorge of the Boords strotegic oversighl

function.

As 3OthJune 2022,the Boord wos mode up to (8) members comprising of the non-executive

Choirperson, the Cobinet Secretory Treosury, the PrincipolSecretory Ministry of Petroleum

ond Mining, the Attorney Generol, ond the Monoging Director ond four (4) independent

directors of vorious professionol bockgrounds. The non-executive directors ore

independent of Monogement. Two Directors' terms lopsed during the yeoron 7fh Februory

2022 ond 2"a Moy 2022.

The Boord hos estoblished four stonding Committees with specific terms of reference to

exercise delegoted responsibilities. The Committees ore nomely the Audit, Humon

Resources, Technicolond Finonce Committees. Boord meetings ore held in occordonce
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with the onnuol colendor ond the Boord Chorter for the respective Commitlee, sove in

exceptionol instonces where criticol business motters orise.

The following meetings were held os of 30rh June 2022

FTORA OKOTH
COMPANY SECREIARY

MEETING NO. OF

MEEIINGS

MEMBERSHIP AVERAGE

ATIENDANCE

d/o

Full Boord 5 8 98%

Speciol Full Boord 4 8 98%

Ad-Hoc Full Boord I B 98%

Boord Finonce Committee 4 5 98%

Boord Humon Resource Committee 4 5 98%

Speciol Boord Humon Resource Committee 2 5 98%

Boord Technicol Committee 4 5 100%

Boord Audit Committee 3 5 96%

Speciol Boord Audit Committee 2 5 98%

Boord & Monogement Select Commitlee on

Recruitment
2 7 9B%

Extro Ordinory Generol Meeting 1 8 98%
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MANAGEMENI DISCUSSION AND ANATYSIS

Kenyo Pipeline Compony hos posted impressive finonciol performonce for the lost five

yeors. However, reduction in toriffs by Energy ond Petroleum Regulotory Authority hos led

to lower throughput revenues in the lost two finonciol yeors. Profit before Tox wos olso

impocted by the reduction in throughput toriffs. Despite the morginol decreose in osset

bose, the compony continues to invest in copitol projects like the Liquified Petroleum Gos

(LPG) importotion, hondling ond storoge focilities, Leok ond intrusion detection ond the

Supervisory Control ond Doto Acquisition (SCADA) system, Line lV (Noirobi- Eldoret)

copocity enhoncement ond NoirobiTerminol (PSl0) bottom looding focility.

KPC hos mointoined heolthy cosh bolonces over the five yeors ond hos been oble to meet

oll its finonciolond stotutory obligotions.

Below is grophicol presentolion of the compony finonciol performonce for the lost five

yeors.

TOTAL REVENUE

31,458

PROFIT BEFORE T]AX
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ANNUAT REPORT AND FINANCIAT STATEMENTS

FOR THE FINANCIAI YEAR ENDED JUNE 30,2022

TOTAL ASSETS
(r(sfls. 'BtLLtoNs')

CASH & CASH EQUIVALENTS

20,22 10,4002022

2021

2020

201 I

201 8

9,548

20x) 8,391

2010

20't8 5,259

The Compony is in the process of ocquiring the Kenyo Petroleum Refineries Limited (KPRL).

This will provide odditionolsloroge copocity to complement storoge of KOSF ond reduce

demunoge chorges. KPRL hos lorge trocks of lond which Kenyo Pipeline Componywilluse

for future business exponsion.

Noirobito Eldoret line (Line 4)willolso be upgroded to increose flowrote to Western Kenyo

so os to sotisfy both locol ond export demond.

Kenyo Pipeline Compony is olso diversifying its revenue sources by investing in LPG bulk

storoge ond hondling focility in Noirobi ond Momboso. The compony will build on the

existing LPG business in Kenyo Petroleum Refineries Limited (KPRL).

MA

12,869

't42.0

155.3
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KENYA PIPETINE COMPANY TIMITED

ANNUAT REPORT AND FINANCIAT STATEMENTS

FOR THE FINANCIAT YEAR ENDED JUNE 30,2022

INTEGRATED RISK MANAGEMENT REPORT

The Compony continues to embed its enterprise risk monogement fromework with strong

support from the Boord of Directors ond Monogement. The ERM opprooch is opplied
ocross ollcompony octivities ond operotions to identify potentiolevents thot moy offect
the compony, tokes cognizont of the interdependence of risks in the vorious business units.

monoges the risks to be within the risk oppetite, while providing reosonoble ossuronce
regording the ochievement of compony objectives.

The compony operotes in o dynomic business environment thot require continuol risk

optimizotion. On the other hond. shoreholders ond stokeholders ore continuolly seeking for
greoter tronsporency ond occountobility on impoct of risks ond copobilities of the
compony to seize emerging opportunities to enhonce volue. To top on the evolving
industry best proctices in enterprise risk monogement forcontinuous improvement, during
the yeor under review the compony committed resources for externol review of ERM

fromework ond processes to inform o revised tro.iectory for enhoncement of ERM in the
compony.

1.0 KPC ERM DESIGN

The process of risk monogement which entoils, risk identificotion ond ossessment,

development of risk controls to drive risk from gross to residuol. moniloring ond reporting
ore onchored in KPC Enterprise Risk Monogement Policy (ERMP). The policy is oligned to
the best proctices in corporote governonce, including the three lines of defence with cleor
roles ond responsibilities os illustroted hereunder:
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KENYA PIPETINE COMPANY LIMITED
ANNUAT REPORT AND FINANCIAT STATEMENTS

FOR THE FINANCIAT YEAR ENDED JUNE 30,2022
2.O PRINCIPAT RISKS AND KEY MIIIGATIONS IMPTEMENIED

During the finonciol yeor 202112022 KPC undertook o componyvvide risk ossessment to
formolly re-evoluote its enterprise risks ond developed miligotion meosures to monoge
them for implementotion. ln line with the opproved ERM onnuol progrom for the yeor
FY2O2l12022 the compony conducted quorterly monitoring exercises ond reported on the
stotus of implementotion oction plons (mitigotions). The principol risks os per the vorious risk

cotegories ond their respective key mitigotion meosures implemented ore outlined below:

2.1 Principol Corporole Risks

Rlrk
Cotegory

No Rbk

Strolegic Execulion Conlrol

The business environment is

dynomic, ond strotegy is

onchored on ossumptions. The

CSP refocusing requires opprovol
to olign with the chonging
business ecology. Deloys in iis

opprovol moy impoct negotively
on the reolizotion of Compony's
objectives os so for defined.

Repulolion

Concern thot odverse publicity
orising from negotive slories

obout the compony will dent the
compony imoge ond brond.
Deloys in its opprovol moy
impocl negotively on the
reolizotion of Compony's
objeclives os so for defined.

Project Execution Risk

Concerns thot compony projects
being implemented moy not be
delivered on time. Also oddresses
concerns on cost ond quolity,
thus impocting negotively on the
project objectives ond compony
gools.

Kcy lltf,lgotlons

The oddendum to the CSP detoiling
the revised strotegy trojectory together
with Pipeline lnfrostruciure
Enhoncement Plon were presenlotion
to Boord of Directors for opprovol ond
guidonce.

. Sustoined positive imoge/stories from
continued engogements ond
porlnership with medio through KPC
events such os the FOC lounch,
lnternotionol Women's Doy, ond
Sustoinoble Energy Conference
together with coveroge of CSI

oclivities in print medio ond internol
newsletters.

. Top monogement mode courtesy
colls to reputoble medio firms to foster

ond colloborotion.
. Monogement developed o droft End-
to-End project monogement
fromework to oddress systemic Aops.

. During project execution, the
compony incorporote quolity
monogement plonning using
developed specificotion ond scoping
forms.

. Troining on project monogement
syslem ond SAP Project System for
stoff hondling projects wos conied out
during the yeor under review.

Chonge ln
KRls

V

2.

,
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KENYA PIPETINE COMPANY TIMITED

ANNUAT REPORT AND FINANCIAT STATEMENTS

FOR THE FINANCIAT YEAR ENDED JUNE 30,2022

5.

4.

6.

Pipeline lntegrfi

Lock of lnline inspection report
for Line2&3 ond possible deloys
in complete closeout of
remediol octions contoined in
pipeline system inspection
reports for Line5. There is

uncertointy on the condition of
Line4&6.

Pipeline Copocity Conslroinl

Concerns thoi inodequoie
copocities in the pipeline system
moy not meet projecled morket
demonds. This moy leod to
supply logistics chollenges,
ulloge conslroints ond possible
stock outs ond therefore loss of
business.

Fuel Supply Disruplion

Logisticol chollenges reloted to
pricing regime, deloyed poyment
of fuel subsidy ond hoording of
products led to on ortificiol fuel
shortoge in the country ond this

slowed evocuotion of product
from KPC depots lhot negotively
impoct on KPC lhroughpuf ond
business performonce.

7. Ierrorism

KPC instollotions ore strolegic in
nolure ond ore o potentiol lorget
for otlocks thot moy hove o
negotive impoct on the country
ond the region.

The pipeline lnline lnspection (lLl)

fieldwork for line 4 & 6 wos
completed.
lmplementotion of recommendotion
from the lll report for lineS ongoing
with oreos hoving 80% melol weor
fully implemented.
lnilioted retender of the lnline
lnspection for Line 2&3.

. Pipeline syslem copocity gop olong
the Line5 ond Line4 continued to be
reported while constroined lonkoge
ot KOSF due to tie-in works with KOT2
continued to pose quite o chollenge
for the FY2O21/22.

. The Pipeline lnfrostructure
Enhoncement Plon wos opproved
by the Boord ond the projecis
lherein ore expected lo be
tm in lhe nexl
Executive monogement of the
compony engoged with industry
stokeholders ond conducted medio
briefing on the fuel supply issue.

Moniloring ond reporting of
throughput performonce ond
chollenges were shored with
monogement ond MoE for prompt
decision moking.
Government poyment of subsidy to
OMCs ond product locolizotion
directive of 50:40 rotio (where the
domestic morket gels 60% of fuel
imports, with re-exports getting 40%)

curbed the ortificiol fuel shortoge
duri losl of lhe FY202\ /22.
The compony hos continued lo
closely work in liqison qnd
colloborotion with exlernol security
ogencies for intelligence, troining of
security stoff ond monitoring of tenor
incidences in the country.
Continuol moniloring ond reporting
of emerging security threots to KPC
instollotion ond employees is

moinloined.
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KENYA PIPELINE COMPANY TIMITED

ANNUAT REPORT AND FINANCIAT STATEMENTS

FOR THE FINANCIAT YEAR ENDED JUNE 30,2022
8. Environmenlol Copocity buildlng on environmentol

monogement through procurement
of oil spill response equipment for
KOT ond KOJ completed during ihe
yeor under review.
The compony reviewed Emergency
Response plons from KAA MIA ond
KPA on KOT2 os port of colloborolion
with key stokeholders.
Third-Porty oudits in the oreo of OSH
(Occupotionol, Sofety ond Heolth)
to evoluotion workploce sofety, fire
oudit on integrity of the firefighting
systems ond lifting equipment oudit
were conducted during the
FY202t /22.

The compony projects oimed ot
outomotion of the flreflghting system
olong MSA-NRB Pipelines ond
upgrode of fire detection ond olqrm
system in PSOl (Chongomwe in
Momboso) ore ongoing.

. Sensitizotion of stoff on lessons leornt
from litigotion process ond ouicomes
conducted on quorterly bosis.

. Completed development of ihe
Alternotive Dispute Resolution (ADR)
procedure.

. The compony legol leom prioriiized
heorings of oll KPC motters in court,
reviewed, ond respond to stotus
report from externol counsel.

Hydro-corbon releose could leod
to hozordous environmentol
pollution if effective response
mechonisms ore not put in ploce.
Noturol disosters such os
londslides ond flooding ore olso o
source of uncertointy.

9. Fire

KPC tronsports ond stores highly
inflommoble products. A Fire

ouibreok could leod to
cotostrophic consequences.

10. Litigotion

Due lo the noture of KPC

business, the compony con be
sued ond con sue.
Adverse/unfovouroble
.iudgements con negotively
impoct on bottom line of the
compqny with ossocioted rising

cost of liiigotion.

I

I

I-v2e
b
o
E5
o,
oe
.a
o
ol
o

ln FY 2021/2022 Pipeline System Copocity constroints wos elevoted to the lisl of top l0
corporote risks on the bosis thot there is growing uncertointy thot the current pipeline
system copocities moy be inodequote to meet customer demonds going forword.
During the yeor COVID-I9 pondemic risk severity hod declined considerobly due to
increosed uptoke of voccinotions. The Fuel supply disruption risk which hod emerged
during the 3'o quorter wos elevoted to the top 10 corporote risk. However, meosures

instituted by the government to oddress the issue through poyments of fuel subsidy hos

continued to show o downword trend.
Poge 3l of ll5
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KENYA PIPEL!NE COMPANY LIMITED
ANNUAL REPORT AND FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED JUNE 30,2022
4.0 BUSINESSCONTINUIIYMANAGEMENT

The overoll objective of business continuity monogement is to ensure business resilience
in the event of o mojor disruption through timely resumption ond delivery of essenliol
business octivities os provided for in the Compony's Business Continuity Monogement
(BCM) Policy. During the period under review the compony conied out the BCP Testing

ond Exercising in December 2021 in line wilh the opproved onnuol progrom for
FY2021 l22.The objective of the exercise wos to volidote the existing Business Continuity
Plons (BCPs), oscertoin thot the criticol business processes of KPC core functions os

coptured ore still relevont ond thot their recovery time objectives (RTOs) ond recovery
point objectives (RPOs) ore stillvolid. Arising from the exercise, oreos of opportunities
for improvement were identified ond prioritized os itemized below:

i. The compony to focus on colloborotion ond portnership thot will yield joinl

discussion with the emergency response portners to identify o hormonious ond
streomlined choin of commond in the event of o cotostrophic disoster.

ii. Business Continuity monogement octivities be coscoded to bronches with o
view to creote oworeness to oll stoff.

iii. The compony will continue to monitor slotus of implementotion of oll

outstonding oction plons oimed of enhoncing business resilience ond strotegy
of the orgonizotion.

5.0 EXTERNAT REVIEW OF ERM PROCESS

The Compony engoged o consultont to provide Enterprise Risk Monogement Advisory
services which include review of the existing ERM Fromework ond process with the
objective of developing o revised trojectory for enhoncement of ERM in the compony.
The scope of the Consultoncy included o gop onolysis on ERM processes, ossessment of
ERM moturity ond recommendotions oimed of enhoncing ERM moturity in the compony
in line with best proctices.

The recommendotions from the engogement hove been prioritized for implementotion
going forword. Of priority is the deployment of resources for outomotion of ERM process
ond review of the ERM policy fromework to enhonce occountobility ond effectiveness of
risk monogement in the orgonizotion.
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KENYA PIPELINE COMPANY LIMITED
ANNUAT REPORT AND FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED JUNE 30,2022
ENVIRNOMENTAT AND SUSTAINABILIIY REPORIING

i) Sustoinobility strolegy ond profile

KPC continued to demonstrote o positive trend in our Heolth. Sofety ond Environment

(HSE) performonce. With 360 million mon-hours recorded in 2020/21, there wos no fotol

cose reported during the period under review. We will strive to deliver our best in ensuring

o sofe working environment through o strong HSE culture, which includes our commitment

towords continuous enhoncements ond improvements in sofety complionce.

KPC's detoiled HSE policy guides its implementotion of occupotionol heolth, sofety ond

environmentol progroms. The policy is strong on sociol performonce ond the compony

ensure steps ore token to protect ond preserve the environment in which it operotes.

The Compony olso odhered to Environmenl Monogement ond Coordinotion Act. 1999

Cop 387, OccupotionolSofety ond Heolth Acl, 201 2Cop 514, Energy Act, 2012Cop314

ond Woter Act, 2016.

To prevent hozords ond reduce the consequences of possible incidents KPC undertook

Process Sofety Audits ond ossessments of oll its operotions ond come up with control

meosures to prevent ony occurrences.

During the period under review, stoff ottended the following troinings, omong others:

emergency response monogement ond incident commond, bosic firefighting, first oid,

incident investigotion, HSE committee ond environmentolsustoinobility, bioremediolion

ond sociol impoct ossessment to strengthen skills ond bridge knowledge gops. Sofety

progroms implemented during the period under review included Sofety Week, World

Environment Doy, reword ond recognition progroms - including the NeorMiss compoign.

KPC olso recorded o totolof 158 incidents including 145 neor misses contributinglog2%of

oll incidents reporled during the period. Overoll, the compony otloined o 45 percent

reduction in incidents recorded the previous yeor trom 2921o I 58 incidents.

ii) Environmento! performonce

KPC hos in ploce o detoiled Occupotionol Heolth, Sofety ond Environmentol

Monogemenl System thot guides its implementotion of reloted progroms. The

monogement system olso includes sociol performonce ospects, in response to the

lorge infrostructure projects the orgonizotion undertokes to sofeguords the workers,

visitors ond communities within which it operotes.
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KENYA PIPEL!NE COMPANY LIMITED
ANNUAL REPORT AND FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED JUNE 30,2022

KPC recognizes its responsibility to ensure oll reosonoble steps ore token to prolect

ond preserve the environment in which it operotes;workploce hozords ore removed

ond/or controlled, occupotionol heolth preservotion ond injury proteclion of its

employees, controctor workers, customers ond other stokeholders through vorious

work progrommes.

The compony HSE policy guides the orgonizotion in complionce to ollrelevont locol

legislotions ond internotionol guidelines, including sustoinobilily considerotions in oll its

operotions, to ottoin continuol improvement in HSE Performonce. The doy-to-doy

monogement of HSE motters is coorZdinoted through o Sofety, Heolth ond

Environment Deportment (SHED) whose vision is to ochieve World closs sofety

performonce meosured os Zero fotolities, injuries, spills ond fires ond o prooctive

sofety culture to foster commitment of vorious stokeholders on enhoncement of HSE

performonce. The implemenlotion of lhe HSE Monogement system folls in 4 buckets:

. Complionce with the locol legislotion ond industry best proctices,

. Prevention of occidents,

. Resource ond Copocity of stoff,

. Sofety culture.

KPC complies with oll locol legislotion nomely Environment Monogement ond

Coordinotion Act,l 999 Cop 387, Occupotionol Sofety ond Heolth Act, 201 2Cop 514,

Energy Act, 201 2Cop 3l 4 ond Woter Act, 20,l 5 omong other relevont legislotions to its

operotion. This locol legislotion hos ensured considerotion for stokeholders (internol

ond externol) involvement in oll ospects of KPC projects with the oim of ensuring

environmentol ond sociol sustoinobility. ln oddition, KPC hos gone beyond locol

legislotion complionce to commit to internotionolcertificotion in HSE monogement for

ISO 14001:2015 on Environmentol Monogement Stondord; the ISO 45001:2015 on

Occupotionol Heolth ond Sofety ond ISO 9001:2015 on Quolity Assuronce. These

inlernotionol certificotions ensure commitment to higher stondords over ond obove

the locol legislotive requirements on HSE Monogement. Adherence to these

stondords hos greotly improved operotionolimpocts reloting to the environment such

os efficienl resource use.
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KENYA PIPELINE COMPANY LIMITED
ANNUAL REPORT AND FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED JUNE 30,2022
Under the Prevention of occident pillor. KPC undertokes Hozord ond Operobility

(HAZOP) ond Process Sofety Audits ond ossessments for its operotions. This helps in

coming up with control meosures to prevent reolizotion of hozords ond mitigotion

meosures to reduce the consequences of possible incidenls. As o result, KPC hos in

ploce site specific emergency response plons.

The resource ond copocity pillor oim to ensure thot stoff corrying out sofety criticol

roles ore equipped to corry out their work effectively in o sofe monner. Troining

provided include risk ossessment, emergency response monogemenl, incident

commond, bosic firefighting courses, first oid, incident investigotion, HSE committee

course, environmentol sustoinobility, bioremediotion, sociol impoct ossessment.

omong others.

The culture pillor torgets to ottoin o prooctive sofety culture. Progroms running under

this pillor include the Sofety week, World Environment Doy, Sofety Observotions ond

Corrective Action reporting ond reword ond recognition progroms. This ensures

prooctive HSE monogement.

KPC in FY 2021 /22recorded o totol of 53 incidents ond I ,491 Sofety Observotions ond

Corrective Aclion (SOCA) reports. Heodline Performonce lncidents include No fotolily

recorded ond 2No. Lost Time incident recorded during the period. A totol of 29No

hydrocorbon releose incidents cumulotively for KPC stotions ond ROW were recorded

with 2No. being mojor incidents occurring olong Sinendet -Kisumu Line (Line 3).

Bosed on improved sofety culture monogement ond performonce torgeting

requirement for individuol stoff in neor miss reporting, Monogement were octively

involved in undertoking sofety cycles with stoff ond feedbock mechonism instituted.

Furthermore, with increosed reporting, sofety wolkobouts ond close out oction from

reported SOCAS, KPC sites hove greotly enhonced sofety.

KPC os o responsible corporote entity olwoys ensure successful repoir of the defective

pipeline sections in event of incidents ond undertoke environmentolremediotion for

oll contominoted sites. All the 2No. mojor HCR incidents hove been oddressed with
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site impocl ossessment ond remediotions progresses with communicotion mointoined

with relevont Authorities.

KPC os port of its corporote sociol investment to oddress stokeholders' involvement in

KPC operotions sets oside I0 percent of its profit revenue for investment in

communities within which it operotes. These investments ore in qctivities such os

woter. heollh focilities, educotion infrostructure ond bursories support to the locol

communities in the offected oreos. Through such involvement, sofety monogement

hos greotly improved with communities viewing themselves os port of KPC thereby

reporting in potentiol interference with KPC infrostructure ond incidents. This

interoctive relotionship hos greotly ensured KPC responds to incidents olong its Right

of Woy swiftly.

KPC runs the Sofety Week ond World Environment Doy onnuolly to coincide with the

World Sofety Week commemoroted on April28th ond World Environment Doy on 5ih

June. The theme forSofety Week 2022wos "Act togetherfor porticipotion ond sociol

diologue in creoting o positive sofety ond heolth culture.". The progrom of events

covered octivities geored towords stoff oworeness omong KPC community with

lounch of Sofety Observotions ond Corrective Actions (SOCA) reporting progrom on

digitol plotforms within the compony ICT infrostruclure.

KPC in odoptotion ond mitigotion progroms lo climote chonge under the stewordship

on notionolclimote chonge policy hos instituted vorious octions geored meeting the

notionolly determined contributions (NDC) oimed of reducing our GHG emissions os o

country os per Poris Agreement on climote chonge. Among these commitments

include:

. lnstolling o 225kw solor plont of its HQ to provide cleon energy. The project is

envisoged to be completed by December 2022.

Tree plonting efforts with plonting of .l05,000 
mongroves tree seedlings ot

Jomvu Kuu Creek in Momboso County in portnership with five community

forest ossociotions, Kenyo Forest Service ond Momboso County Government.

To ensure sustoinobillty of the trees is supporting mointenonce progroms for
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replocement of the domoged seedling ond monitoring. These trees will

eventuolly contribute to corbon offset os mongrove forests hove some of the

lorgest corbon sink copocities.

Retrofitting the Spirit petroleum product tonks from single flooting roof type to

dome roof with f looting roof with I No I I TK20l converted in 2021 ond plons ore

underwoy to retrofit tonks l4TK20l, l4TK50i & 502 within FY 2022/23.

All tonks constructed since 20l5 ofter the climote chonge Act come into

force, hove been dome roofed with higher efficiency in curbing fugitive

emissions from our storoge tonks.

lnvestment in low-corbon energy efficiency technologies through instollotions

of Vorioble Frequency Drive (VFD) thot limit the energy consumption of the

moinline pump. This hos ochieved energy soving of 97,194,359.26 Kwh per

onnum resulting in reduction of 52,1933 tCO2 emission ond cost soving of KShs.

875,999,807.43 per onnum os per the lotesl Energy Audit of KPC focilities.

This ochievement cleorly shows KPC hos been on industry leoder in environmentol

sustoinobility in the country ond o pillor in the United Notions Fromework Convention

on Climole Chonge commitment torget of emission reductions.

iii) Employee welfore

Under lhe People pillor, we hove ensured thot the hiring process is guided by the Humon

Resources Policy ond Procedures Monuol (HRPPM) Section 2.14 Recruitment Procedure.

All positions ore filled compelitively in line with the loid down rules ond regulotions. KPC

meets the constitutionol threshold composition of gender in its workforce ond is bound by

the Humon Resources Policy ond Procedures Monuol (HRPPM).

The Effort mode towords improving skills os well os monoging coreers is guided by the

provisions of Section 9 of the HRPPM on Troining & Development. Key initiotives include:

l. lnduction - Newly oppointed persons ond tronsferred stoff ore token through o

comprehensive induction progrom to fomiliorize on the noture of business ond the
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processes of KPC. Both new ond tronsferred stoff undertoke o two (2) weeks

induction progrom from the dote of reporting.

2. Troining Needs Assessment (INA) - This is corried out to identify the competency

gops thot requires troining intervention. Thereofter Stoff undergo octuol troining

ond o follow up of on evoluotion to estoblish the impoct of the troining. lt's o

requirement thot oll stoff must ottend o minimum of three (3) doys troining in o

given FinonciolYeor.

ln oddition stoff ore sponsored for vorious troinings depending on ovoilobility of

funds in order to ossist them ocquire odditionol quolificotion to their jobs.

Emphosis ore put on lhe following courses: -

o) CPD troining for professionolstoff to keep obreost of cunent trends within their

respective profession.

b) Stotutory Courses for complionce.

c) Performonce Controct reloted courses.

d) Deportmentol skills Development courses.

3. Professionol Subscription - The Compony meets the cost of initiol registrotion to o

professionol body os well os subsequent subscription, procticing certificote ond

the cost for CPD troinings.

KPC hos put in ploce the following systems ond mechonisms thot govern individuol

performonce ond reword employees fortheircontribution in o foirond equitoble monner:

l. Development of the performonce monogement Policy os contoined in the HR

Policy ond Procedure Monuol, 2019 which cleorly defines the objectives, process,

period ond rotings to govern performonce of KPC

2. Automotion of the stoff opproisol system by implementing the SAP HCM

Performonce monogement module which roised stoff porticipotion of in the

opproisol process to 100%

3. Enhoncement of complionce to SRC guidelines on rewords ond sonctions through

olignment of the KPC Reword ond Sonction Policy to the SRC guidelines on

Performonce Rewords ond Sonctions

Estoblishment of o HR Monogement Advisory Committee responsible for reviewing ond

odvising the MD on severol HR monogement ond development issues one of which

includes stoff performonce monogement.
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KPC is compliont with the stoted OSHA Act,2007 by ensuring medicol surveillonce is

continuo lly conducted throu gh pre-employment. onnuol occupotionol ond exit medicol

exominotions ond the costs ore met by the employer.

iv) Morket ploce proctices

o) Responsiblecompelitionproctice.

As port of our escoloted morketing initiotives, KPC hos built trust wilh our primory

customers of bolh petroleum products ond its Fibre Optic Coble plont; o relotionship

bosed on equol treotment, intensive ond personol customer relotions ond continuol

customer sotisfoction surveys oimed of improving services. Doily communicotion occurs

with our customers ond stokeholders of oll our service delivery points on ovoilobility of

products ond services, os well os feedbock on resolution of their poin points in stoying true

to our commitment lo supply the country ond region.

b) Responsible supply choin ond supplier relotions

ln occordonce with orticle 227 of the 2010 Constitution thot requires public entities to be

foir, equitoble, tronsporent, competitive ond cost effective when controcting for goods,

works ond services. KPC hos put in ploce meosures to ensure lhot these cruciol tenets of

our constitution ore ochieved. KPC f urther strictly odheres to the public procurement lows

in order not only to ensure foirness ond tronsporency in our procurement process but olso

reolize volue for money for the compony ond therefore the Kenyon toxpoyer. lt is in this

regord, KPC hos complied with the Presidentiol executive order number 2 of 2018 on

outomotion of her procurement process through o user-friendly Supplier Relotionship

Monogement system (SRM). This is o system thot enobles ollpotentiolsuppliers to register

online os KPC suppliers from wherever they moy be. The system ollows suppliers to bid

ond be evoluoted online, moking the whole process foirond lronsporent. Allsuppliers ore

given equol opportunity to bid through Open Tender method ond where requests for

quototions method is used, oll suppliers registered under o porticulor product cotegory

ore invited to bid. Despite the system being user friendly, KPC conducls continuous online

user troining to ensure thot oll bidders ore well ocquointed with the system ond therefore

oble to bid. KPC further conducts supplier opproisols which give suppliers feedbock on

oreos of weokness with o view of helping them do business with KPC.

Finolly, KPC hos continued to successfully implement the government policy on occess to

government procurement opportunities (AGPO) for disodvontoged groups of women,
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Youth ond people living with disobilities. ln the yeor under review, business worth Kshs

668,536,925 wos oworded to the groups.

c) Responsible morketing ond odverlisemenl

KPC hos olso continued to odhere to the Notionol Treosury Circulor No. 9/2015, Ref:

MOF/TE 3/031 (37) of lOt July 2015 thot directed oll Ministries ond Stote Corporotions to

chonnel oll their odvertising needs through Government Advertising Agency (GAA) vio its

MYGOV pull out/insertion in the locol doilies.

d) Product stewordship

Under the Systems ond Processes Pillor, focus hos been to ensure thot the pipeline hos

odequote copocity to meet current ond future petroleum products demond ond thot

the Compony's operotions ond business processes ore outomoted. One such

monumentol improvement hos been KPC's coshless poyments system within the Finonce

module thot hos reduced the risk of froud through o losting oudit troil, hostened

tronsoction leod time ond reduced poperwork.
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coRpoRAIE SOCTAL INVESTMENT (CSr) REPORT

KPC Foundotion is the philonthropic orm of the Kenyo Pipeline Compony Limited. KPC

ollocotes 1%of its Profit Before Tox (PBT) or Kshs.l00 million, whichever is higher. to its

Corporote Sociol Investment (CSl) octivities every Yeor Finonciol.

Since its inception in 2016, KPC Foundotion hos implemented severol impoctful
development progroms torgeting communities, groups, ond individuols ocross the
country with the sole objective of empowering ond tronsforming the lives of the
beneficiories. This opprooch hos enhonced posilively the compony's public imoge ond
reputotion os o coring ond responsible corporote citizen.

The Foundotions focus on the Empowerment, Educotion, Heolth, Woter, sports ond
Environment Themotic Areos; These focus oreos ore oligned to the government's Big-4

Agendo, SDG, ond Vision 2030. Further, KPC CSlinitiotives odopt the principolof notionol
ond regionol representotion.

1. lmplementotion of CSI Pon for 2021/2022

l.l. Overview
lnFY 202112022, the KPC Foundotion undertook obout 29No. CSlProgroms/Projectsworth
more thon Kshs.lOOmillion os per the toble below;

Toble: Number of projecls per Focus Areos

1.2. lnuko Scholorship
KPC Foundotion under INUKA Scholorship. sponsors students who ore differenlly enobled
to occess their secondory school educotion ocross the country. The students ore selected
from eoch of the 47 counties, o boy ond o girl eoch yeor. So for, the progrom hos

supported over 594 beneficiories since it storted 5 yeors ogo.

During the yeor underreview, the compony processed over Kshs.l2.3million in support of
the scholorship progrom. Another Kshs.l,Smillion wos poid to Mukuru PromotionolCentre
to support 30No. students.

1.3. Educotion
A totol of lSNo. Educotion infrostrucfuro! multi-yeor projects for finonciol yeors 2021 /22
ond 202212023. The totol cosl of the Educolion lnfroslructurol projects is obout
Kshs.36,850,000 million in FY 2021/2022.

Focus
Areo

Empowerment Educotion Heolth Woter Sports Environment Totol

No. of
Projects

5 15 6
'I 2 I 29

Amount

(KShs)
15,800,000 49,500,000 15,500,000 3,800,000 r,000,000 17,200,000 103,900,000
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Below ore some of the progress photos

Complete Administrotion Block ot
Koiworesun Secondory school

Emoli ECDE Under construclionin April2022

1.4. Heolth
ln the tY2O21l2O22, The compony, through the Foundotion, supporied the following

5No. Heolth focilities of o totol cost of Kshs.l6,500,(X)07= These projects ore;

l. Construction of Modern theotre, Loborotory ond cosuolty of Wenjengi Heolth

Centre

2. Rehobilitotion ond equipping of Ukuu Dispensory

3. Estoblishment of Moili None Dispensory

4. Fully Equipped Moternity, Theotre ond the Newborn Unit of Cheptois Sub-

County Hospitol

5. Construction of NeoNotol lntensive Core Unit (NICU) of Portrize Sub-County

Hospitol

The compony olso sponsored severol medicolComps in Mochokos, Homoboy ond

Nyeri Counties.

1.5. Environmenl
ln the FY2O21l2O22, KPC controcted to plont 100,000 seedllngs in on effort to reforest

degroded public lond ond oddress the chollenges of climote chonge. Consequently,

KPC Achieved the obove torget in 202112022 FY by plonting over 100,000 seedlings in

Momboso County (Mongrove seedlings) ond in Schools olong the Right of Woy.
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KPC Also donoted seedlings worth KSHS. 200,000/= to Millennium Trust to support the

preservotion of the Aberdores woter cotchment oreo.

Locol Adminiskotion, KPC ond KFS Stoff
porticipote in Tree Plonting Exercise

KPC stoff porticipoted in Tree Plonting
Exercise

1.6. Sporls
The compony supports sports octivities for development ocross the country. During the

yeor under review, KPC supported 2nd Edition of Mt. Kenyo Mountoin Running

Chompionships in Meru County to the tune of Kshs.500,000.00 on 2l't Jonuory 2022

KPC olso sponsored the 4th edition of Eldoret City Morothon to the tune of

Kshs.500,000.00. The Morothon is one of its kind thot brings together elite ond omoteur

morothoners, corporote teoms, businessmen ond women, young ond old from ollwolks of

life to compete for o common couse: Climote Action. KPC stoff from Eldoret Depot

porticipoted in the morothon os well os o tree plonting exercise of Koptogot forest.
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KPC Stoff who porticipoted in this yeor's
Eldoret City Moroth on in April 2022.

KPC stoff porticipote in o tree plonting
exercise of Koptogot forest
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STAKEHOTDER MANAGEMENT

Bockground

Stokeholder monogement is o criticol component to the successful delivery of the

corporole strotegy. During the yeor, vorious engogements sofeguorded cordiol

relotionships with the stokeholders who significontly impocted the Compony's

ochievements. Communicotion with the groups olso ployed o vitolrole in keeping oll

porties on boord.

The primory stokeholders ore the Oil Morketing Componies (OMCs). The OMCs

receive doily updotes on the products ovoiloble. stotus, ond plonned engogements.

For FY2021/22 perlormonce, the top five morketers commonded on oggregoted

morket shore of 52%. These ore Vivo Energy Kenyo Ltd, Totol Energies, Rubis Energy

Kenyo PLC, Loke Oil, ond Olo energy. The top 20 commonded 78% while the

remoining OMCs shore 22% of the morket.

l. locol Morkel Engogemenl

o. OMCs Engogement

With the successful implementotion of the order creotion process under the KPC SAP

& KRA iCIMS integrotion project, there wos continuous engogement with KRA to fully

integrote the lost phose of the project into the KPCs system.

Stokeholder engogements were undertoken through meetings with lhe vorious

entities; Ministry of Heolth (Covid protocols in the cleoronce process), Ugondo

Revenue Authority (URA). Rwondo Revenue Authority (RRA), ond the Notionol

Revenue Authority (South Sudon) in oll KPC's key service delivery points; Kisumu,

Eldoret. Nokuru, ond Momboso.

b. KPC Fiber Optic FOC) lounch

FOC commerciolizotion business commenced in 2018 with KPC obtoining o lier 2

Nelwork lnfrostructure License from the Communicotions Authority of Kenyo (CAK) to

sell Fibre Optic Coble thot wos loid with line 5.

KPC lounched its Fiber Optic Coble (FOC) business on 7th April2022 in on eloborote

event of Sereno Hotel Noirobi. The lounch wos ottended by the Cobinet Secretory for

lCT, lnnovolion, ond Youth Affoirs, Mr. Joe Mucheru, Director Generol, Communicotion

Authority, Mr. Ezro Chilobo, PS Ministry of Petroleum ond Mining Mr. Andrew Komou,

KPC Boord Choir - Rito Okuthe, ond invited lnternet service providers ond clienls.
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c. 9tt'Africities Summit in Kisumu Cily

The Compony porticipoted in the 9fh Africities Summit in Kisumu held between I Zth ond

20th Moy 2022by submitting content proposols ond morketing of KPC brond through

its product lines; Kisumu Oil Jetty, Fibre Optic Coble, Morendot lnstitute of Oil & Gos

(MIOG) ond Corporote Sociol lnitiotives.

d. 2O2l Africon lnspirotionol Business Leodership Awords

KPC MD, Dr. Mochorio lrungu, MBS won lhe 2021 Regionol oword os feolured in

Africon Leodership Mogozine. He wos recognized for his leodership quolities,

commitment to integrity, innovotive opprooches to work excellence in business os well

os contribution to Kenyo's socio-economic development.

e. Cuslomer Service Week

Customer Service Week (CSW), o plotform to chompion the volue of Customer

Experience (CX) in sustoining businesses in Kenyo is celebroted globolly every first

week of October. Customer Service Week 2021 wos celebroted between 4th ond 8th

October 2021 with the lheme "Driving Cusfomer lnclusion." The focus resonoted well

with the chollenge from our Leodership to build customer-centricity into ouroctivities.

KPC celebroted the Compony's extroordinory efforts in building robust ond losting

bonds with stokeholders during the Covid-19 pondemic. ln the spirit of inclusion, cross-

deportmentol teoms octively porticipoted in opprecioting our stokeholders. Oil

Morketing Componies, Fiber Optic Coble (FOC) customers, ond lndustry stokeholders

were opprecioted ond celebroted. ln oddition, diverse deportments celebroted

Cuslomer Service Week in their unique woy. The legol deportment undertook free

legol clinics for KPC stoff. The onchor octivity of the week wos portnering with the

Ministry of Heolth to conduct o Covid-19 voccinotion drive in Momboso, Noirobi,

Nokuru, Kisumu, ond Eldoret. A totol of 620 persons were inoculoted on the

designoted doys.

f. VesselSchedule Meetings (VSM) & Supply Coordinotors Meetings (SCM)

KPC engoged in meetings held by the petroleum industry to plon for import cycles

ond oddress industry needs. These meetings enhonce the heolthy resolution of

commerciol motters ond cordiol relotionships with OMCs' key stokeholders. Annuol

Supply Coordinoting Meeting (SCM) hosted by Texos Energy wos held in Momboso

between 28th ond 29th October 2021 in Momboso. KPC updoted the OMCs on the

stotus of the commerciolizotion of Kisumu Oil Jetty (KOJ). where the Mohothi lnfro
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focilities teom joined the meeting to engoge the customers on the complementory

focilities in Bugiri Bukoso, Entebbe - Ugondo.

g. Northern Corridor Tronsil ond Tronsport Coordinotion Authority (NCffCA) survey

KPC porticipoted in Kisumu- Molobo-Jinjo Survey corried out between29th November

ond 3d December 2021. The survey comprised officiols from NCTTCA ond

representotives of vorious Northern Corridor slokeholders. The objective wos to ossess

tronsport focilities ond monitor the stotus of non-toriff borriers in the Northern Corridor

Tronsit Tronsport Route (NCTTR) to boost the eose of doing business.

2. The Tronsil Morkel Engogement

The Compony estoblished on eloborote export morket recopture strotegy,

notwithstonding the chollenges of the Covid -19 pondemic, to enhonce KPC's morket

leodership in the region.

o) Democrotic Republic of Congo:

Key export morket engogement included stokeholder meetings with the

Democrotic Republic of Congo, where key meetings with vorious stokeholders

were held in the cities of Kinshoso (Wesl), Lubumboshi (Southern), ond Gomo

(Eost). The primory morket for KPC is in Gomo, where KPC informed the morket of

the reviewed toriffs ond linkoges with OMCs in Kenyo thot hove copocity

ollocotion in KPC's system ond the upcoming use of the Loke tronsport through

Kisumu Oil Jetty ond Mohothi- lnfro Ugondo focilities in Ugondo.

ln November 2021. KPC olso porticipoted in the Equity Bonk coordinoted'Kenyo-

DRC Trode Mission.' The mission torgeted over 200 investors ond business

porliciponts from Kenyo ond o similor number from DRC ond the public; ond wos

held in four of DRC's lorgest cities of Kinshoso Lubumboshi, Gomo, ond Mbuji Moyi.

The purpose of lhe trode mission wos to idenlify ond highlight trode ond

investment opportunities in DRC in line with both governments'ogendo of fostering

regionoltrode ond driving business growth by unlocking investment opportunities

in Eost ond Centrol Africo

b) Ugondo

Vorious engogement with the stokeholders of Kisumu Oil Jetty ond the receiving

focility, Mohothi-lnfro Ugondo, the complemenlory jetty for KOJ. wos held. The KPC's

Monogement teom hod online ond in-person stokeholder engogement meetings to

onboord customers in Ugondo.
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c) Rwondo

KPC undertook o customer engogement progrom in Rwondo between 4th ond Zth Moy

2022to engoge our business portners os progressive efforts toword morkets recovery

ond development initiotives.

d) Tonzonio

The Compony underlook o morket survey in Dor-es-Soloom, Tonzonio between 25th

ond 27tn Moy 2022 by engoging stokeholders in the Centrol Corridor Tronsit Route.

The engogement focused on Oil Morketing Componies, Petroleum Tronsportotion

Componies (Truckers), LPG morketing componies, ond Tonzonio Regulolory

Agencies (TIPER ond PBPA).

3. Cuslomer needs & solisfoclion survey & Cuslomer Comploints Monogement

FY2021 /22 Cvstomer Needs & Sotisfoction Survey wos undertoken through Focus

Group Discussions with select OMCs in June 2022with o Customer Sotisfoction lndex

(CSl) of 85% which is o 2% increose from 83% ochieved in FY202O/21 . lssues roised by

the customers were coptured ond on implementotion stotus oction plon wos

prepored for closure ond feedbock wos given to the customers.

Comploints received from the customers were ocknowledged, registered, ond closed

out.

4. Customer Feedbock forums

Customer feedbock dinner forums were undertoken on l61h June 2022 of oll service

delivery points of Noirobi, Nokuru, Eldoret, Kisumu, ond Momboso. The objective of the

forums wos to opprise the stokeholders on the implementotion stotus of customer poin

points roised through vorious stokeholder engogements ond to pick emerging issues

offecting service delivery for implementotion.

5. Portnership ond Colloborolions

o) Trodemork Eosl Africo (TMEA) ond Ministry of Heollh (MOH)

KPC portnered with Trodemork Eost Africo ond the Ministry of Heolth to protecl the

customers ond the business during the yeor when Covid-,l9 wos declored by WHO

ond the Government of Kenyo os o pondemic. TMEA ond MOH portnered with the

Depot teoms, where KPC interocts wilh tronsporters from the locol ond the tronsit
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morket. KPC wos equipped with digitol devices to confirm the volidity of the Covid-19

certificotes offered by the drivers before looding of the depot. This ossured the

process ond reduced deloys in confirmotion os required during the pondemic period.

b) Kenyo NolionolChomber of Commerce ond lndustry (KNCCI)

A meeting between KPC ond KNCC|wos held on 7th December 2021. The ogendo

wos to develop on oction plon for colloborolion, especiolly on how KNCClwill help

KPC tockle the issue of Non-Toriff Borriers in the Tonzonio Morket ond the region to

promote key trode octivities locolly ond in the region, using oll the orgonizotion's

plotforms.

c) Kenyo Morilime Authority

KPC is o member of the port chorter for the efficient use of the Kenyon port. ln the

quorter, KPC contribuled to o colloborotion fromework for blue economy

implementotion to promote Loke Victorio. KPC further signed off the ogreements to

be port of the Blue Economy

d) lnter-Agency Colloborolions

KPC hos engoged vorious ogencies pertinent to its service delivery in resolving trode

borriers olong the Northern CorridorTronsit Route. For the effective resolution of Non-

Toriff Borriers (NTBs), on inter-ogency colloborotion engogement plon wos developed

for implementotion in FY2O21/22. Other engogements included Kenyo Notionol

Highwoy Authority (KeNHA), Kenyo Revenue Authority (KRA), Energy & Petroleum

Regulotory Authority (EPRA), Notionol Tronsport ond Sofety Authority (NTSA), Eost

Africo Petroleum Tronsporters Associotion (EAPTA), Ugondo Revenue Authority (URA)

ond the County Governments.

6. EAC Tronsporlers Stokeholders Meeling

KPC porticipoted in bi-monthly Tronsporters Stokeholder meetings coordinoled by the

Ministry of Eost Africon Community thot works to close out non-toriff borriers (NTBs),

especiolly chollenges roised by Covid chollenges of the borders.

7. Northern Corridor Tronsit Tronsport Coordinotion Aulhority (NCITCA)

ln November 2021, KPC porticipoted in the preporotion of the Northern Corridor Tronsit

Tronsport Coordinotion Authority (NCTTCA) ond controcted CPCS Tronscom Limited to

undertoke o detoiled evoluotion of the Northern Corridor Strotegic plon 2017-2021

ond the development of the 2022-2026 strotegic plon.
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SIATEMENI ON TEADERSHIP AND EIHICS

KPC Monogement is committed to promoting ond fostering on orgonizotionolculture thot

does not tolerote ony octs of froud or corruption ond continues to strive towords ensuring

thot oppropriote structures ore instituted to focilitote moinstreoming integrity ond

promoting on ethicol culture in the Compony. Towords this effort, the Compony re-

constituted the Monogement lntegrity Oversight Committee (MIOC), the opex Corruption

Prevention Committee choired by the Monoging Director ond members being the

Execulive Monogement teom, which provides oversight to the integrity progrom, ond

support the lntegrity chompions speorheoding the corruption prevention octivities within

the respeclive regions.

Severol lntegrity policies hove been developed ond operotionolized os guidelines for the

stoff ond Stokeholders ond hove been mode ovoiloble on the KPC website -
This includes the Code of Conducl ond Ethics to provide guidelines on

the ethicol volues os well os regulote the behovior, relotionships, ond octions of stoff; the

Gitt Policy to provide guidelines on the receiving ond giving of gifts, declorotion ond

disposol process, with the Gift registers ploced in oll the Compony Depots/Stotions for

eose of declorotion; the Anli-Corruption Policy, to outline the roles ond responsibilities of

vorious Officers in the corruption prevention process; ond the Whistleblower Policy to

encouroge stoff to report on suspected corrupt octivities ononymously while ossuring

them protection ogoinst reprisol. Every employee hos been issued with copies of the

Code of Ethics ond the Anti-Corruption Policy, ond signed commitment to the code in

line with the requirements of the Public Officer Ethics Act, 2015, while the new employees

thot joined during the holf-yeor period were issued of the time of induction.

To identify corrupl prone oreos within the corporote processes, Corruption Risk

Assessments (CRA) ore regulorly undertoken, ond the Corruption Prevention/Mitigotion

Plons developed. The recommendotions once odopted ore then possed lo the relevont

deportments for implementotion with regulorfollow-ups ond reports lo Monogement ond

other regulotory outhorities. A three-yeor cycle of the Conuption Risk Assessment ond

Mitigotion Plons covering four themotic oreos of Core mondote. lCT, Poyroll

Monogement, ond Procurement & Finonciol Monogement, for the period FY2O21/22to

FY2023124 wos developed ond odopted for implementotion during the period.
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lntegrity oudits ore corried out to estoblish loopholes thot moy occur in lhe process of

corrying out the KPC mondole, ond reports ore submitted to the opex Corruption

Prevention Committee (Monogement lntegrity Oversight Committee) for oction.

Stoff ore regulorly sensitized on the principles of ethicol conduct ond integrity ond the

consequences of corrupt proctices, foce to foce ond through online troining. During the

FY2O2l12022, Monogement engoged the Ethics ond Anti-Conuption Commission (EACC)

to undertoke o Componywide lntegrity troining for oll stoff, with the Executive

Monogement, Monogers, Chief Officers, ond Senior Officers undergoing o lwo-doy

workshop, ond the rest of the codres oltending one-doy workshop.

Stoff ore encouroged to report ony suspected incidences of corruption to ony of the

Committees through emoil, telephone, or verbolly without feor of reprisol. An ononymous

emoil oddress report.corruption@kpc.co.ke. hos olso provided for reportinq

ononymouslv. The Monoging Director mointoins on 'open-door policy" ond encouroges

stoff to wolk into his office to report ony suspected corruption thot they moy be ofroid to

report through other chonnels.
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REPORI OF THE DIRECTORS

The directors present their report together with the oudited finonciol stotements of
Kenyo Pipeline Compony Limited (the "Compony") for the yeor ended 30 June 2022,
which disclose the Compony's stote of offoirs.

ACIIVIIIES

The principol octivity of the compony is tronsportotion ond storoge of refined petroleum
products.

RESUTTS

Kshs
6,156,274,502

(2,331,771,360)

3.824,503,r43

DIVIDEND

Following the poyment of speciol dividends during the yeor, further poyments of
dividends ore not recommended in respect of the yeor.

(FY 2021- Kshs. 8.0 Billion, FY 2O2O - Kshs. 2.7 Billion)

D!RECIORS

The cunent directors ore os shown on poge 3 to 9.

AUDITORS

The Auditor Generol is responsible for the stotutory oudit of the compony's finonciol
stotements in occordonce with Article 229 of the Constitution of Kenyo ond the Public
Audit Act 2015
By Order of the Boord

Compony Secrelory

Noirobi

Profit before tox

Tox chorge

Profit ofter lox for the yeor

Dole
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STATEMENT OF DIRECTORS' RESPONSIBILITIES

Section 8l of lhe Public Finonce Monogement Act, 2012 ond cop 486 of the

Componies Act, require the Directors to prepore finonciol stotements in respect of

Kenyo pipeline Compony Limited, which give o true ond foir view of the stote of offoirs

of the compony of the end of the finonciol yeor ond the operoting results of the

compony for thot yeor. The Directors ore olso required to ensure thot the compony

keeps proper occounting records which disclose with reosonoble occurocy the

finonciol position of the .Jrnpony. The Directors ore olso responsible for sofeguording

the ossets of the componY.

The oiieciois ore responsible for the preporotion ond presentotion of the compony''t- --'.-

finonciol stotements, which give o true ond foir view of the stote of offoirs of the

compony for ond os of the end of the finonciol yeor ended on June 30, 2022. Th!

responsibility includes: (i) mointoining odequote finonciol monogement orrongements

ond ensuring thot these continue to be effective throughout the reporting period; (ii)

mointoining proper. occounting records. which disclose with reosonoble occurocy ot

ony time the finonciol position of the compony; (iii) designing, implementing ond

mointoining internol controls relevont to the preporotion ond foir presentolion of the

finonciol stotements, ond ensuring thot they ore free from moteriol misstotements,

whether due to error or froud; (iv) sofeguording the ossets of the compony; (v) selecting

ond opplying oppropriote occounting policies; ond (vi) moking occounting estimotes

thot ore reosonoble in the circumstonces.

The Directors occept responsibility for the compony's finonciolstotements, which hove

been prepored using oppropriote occounting policies supported by reosonoble ond

prudent judgements ond estimotes, in conformity with lnternotionolFinonciolReporting

Stondords (1FRS), ond in the monner required by the PFM Act, 20l2 ond the Componies

Act. The Directors ore of the opinion thot the compony's finonciol stotements give o

true ond foir view of the stote of Compony's tronsoctions during the finonciol yeor

ended June 30, 2111,ond of the compony's finonciolposiiion os of thot June 30, 2022'

The Directors further confirm the completeness of the occounting records mointoined

for the eompony, which hove been relied upon in the preporotion of the compony's

finonciol stotements os wellos the odequocy of the systems of internolfinonciolcontrol'

Nothing hos come to the ottention of the Directors to indicote thot the compony will

not remoin o going concern for of leost the next twelve months from the dote of this

siotement.

Approvol of the finonciol stotements:

The entity's finonciol stotements were opproved by the Boord on

2023 ond signed on its beholf bY:

n
K. Son

AG. MANAGING DIRECTOR
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REPUBLIC OF KENYA

OFF!CE OF THE AUDITOR.GENERAL

E n h a nc' i n g Ac cou n t a bi I i ty

HEADqUARTERS

Anniversary Towers
/Vlonrovia Street

P.O. Box 3oo84-ooroo
NAIROBI

REPORT OF THE AUDITOR-GENERAL ON KENYA PIPELINE COMPANY LIMITED
FOR THE YEAR ENDED 30 JUNE, 2022

PREAMBLE

I draw your attention to the contents of my report which is in three parts

A. Report on the Financial Statements that considers whether the financial statements
are fairly presented in accordance with the applicable financia! reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements.

B. Report on LaMulness and Effectiveness in Use of Public Resources which considers
compliance with applicable laws, regulations, policies, gazette notices, circulars,
guidelines and manuals and whether public resources are applied in a prudent,
efficient, economic, transparent and accountable manner to ensure Government
achieves value for money and that such funds are applied for the intended purpose.

C. Report on Effectiveness of lnternal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, the risk
management environment and the internal controls developed and implemented by
those charged with governance for orderly, efficient and effective operations of the
entity.

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations and that its internal controls, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012 and the Public Audit Act, 2015. The three parts of
the report, when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Kenya Pipeline Company
Limited set out on pages 56 to 108, which comprise of the statement of financial position
as at 30 June, 2022, 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 accordance with the provisions
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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, were necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Kenya Pipeline Company Limited as at
30 June, 2022, and of its financial performance and its cash flows for the year then ended,
in accordance with the lnternational Financial Reporting Standards (IFRS) and comply
with the Companies Act, 2015 and the Public Finance Management Act, 2012.

Basis for Qualified Opinion

1.0 Unvalued Property, Plantand Equipment

The statement of financial position reflects property, plant and equipment with a net book
value of Kshs.85,978,670,508 as disclosed in Note 17 to the financial statements. As
previously reported, the balance is made up of fair values of the assets determined by an
independent valuer engaged by the Management in 2019, which have been adjusted for
accumulated depreciation in the three (3) years up to 30 June, 2022. However, several
assets comprising freehold land, buildings, fibre optic cable and motor vehicles with a
book value of Kshs.7,382,233,566 as at the time of valuation on 1 July, 2019 were not
revalued by the independent valuer, and their current book value is based on the historical
costs and previous revalued amounts adjusted for accumulated depreciation. This
contravenes the requirements of the lnternational Accounting Standard (lAS) 16 -
Property, Plant and Equipment which provides that if an item of property, plant and
equipment is revalued, the entire class of property, plant and equipment to which that
asset belongs shall be revalued.

ln the circumstances, the accuracy of the property, plant and equipment balance of
Kshs.85,978,670,508 could not be confirmed.

2.0 Irregular Disposal of Company Land

The statement of financial position reflects leasehold land valued at Kshs.18,580,547,383
as further disclosed in Note 18 to the financial statements. lncluded in the value is a piece
of land located in Nakuru County measuring 19.07 hectares (47.10 acres)with book value
of Kshs.697,661 ,254 from which a portion measuring15.8 hectares (39 acres) was sold
to a private company in 2007 at a cost of Kshs.7,980,000, and transfer of title signed on
21 September,2021. Despite the land having been sold in 2007, the title of the land
remained in the Company name until September, 2021 when the lease titte was signed
off. ln addition, the Company has over the years continued to reflect the value of the entire
parcel in its books. An independent valuer engaged by the Company in 2019 to undertake
valuation of the Company assets reported that the Company occupies only five (5) acres
valued at Kshs.75,000,000, with the rest of parcel measuring 42.10 acres valued at
Kshs.625,000,000 being occupied by the encroachers who had erected permanent
structures on the land.

Further, documents supporting the disposal of the land including approval from the
Company's Board of Directors and The National Treasury, land valuation reports,
invitation, receipt and evaluation of bids, from interested parties, and evidence of receipt
of cash from the sale were not provided for audit review.
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ln the circumstances, the accuracy, ownership and valuation of leasehold land valued at
Kshs.18,580,547,383 at 30 June, 2022 could not be confirmed. Additionally, the regularity
and value for money in respect of the sale of Company land could not be confirmed.

3.0 Trade and Other Receivables

3.1 Inaccuracies in Provision for Bad and Doubtful Debts

The statement financial position reflects trade and other receivables balance of
Kshs.8,299,164,842 which has been reported net of provision for bad and doubtful debts
and long term portion of the receivables. As disclosed under Note 23 (b) to the financial
statements, the Management made general and specific provisions for bad and doubtful
debts of Kshs.6,543,415,620 in respect of the receivables for the year under review.
Review of the receivables' ledger reflected a balance of Kshs.5,356,240,930 in respect
of outstanding trade debtors as at 30 June, 2022 that was over 180 days. A provision of
10o/o of the outstanding trade debtors for over 180 days in line with the Company's policy
on general provision would have translated to Kshs.535,624,093. However, the
Management made provisions totalling Kshs.1 ,324,742,232 resulting in over provision of
Kshs.789,118,139 which was not explained.

ln addition, the Management had made specific provisions amounting to
Kshs.941,341,586 in respect of amounts owed by oil marketers who were stilltrading with
the Company and the Kenya Airports Authority, and other provisions of Kshs.21 ,243,253
in respect of staff debtors. These provisions were not supported by justification as well as
the requisite approvals in line with the Company policy and Government Financial
Regulations.

ln the circumstances, the accuracy and completeness of the provision for bad and
doubtful debts could not be confirmed.

3.2 lnaccuracies in Value Added Tax Recoverable

Note 23 to the financial statements reflects Value Added Tax (VAT) recoverable of
Kshs.1,744,055,338 as at 30 June, 2022. A reconciliation of the VAT account and file
returns reflected an amount of Kshs.914,987,561 described as VAT credit expected from
Kenya Revenue Authority (KRA). Review of correspondences between the Company and
KRA revealed that the amount relates to input credits disallowed due to VAT Auto
Assessment (VAA) which KRA was reviewing as at the time of the audit.

ln the circumstances, the accuracy and completeness of VAT recoverable balance of
Kshs.1 ,744,055,338 could not be confirmed.

4.0 Unreconciled Related Entities Balances

The statement of financial position reflects Kshs.3,878,502,140 in respect trade and other
payables as disclosed in Note 30 to the financial statements. The payables balance
include Kshs.210,869,118 due to the Kenya Petroleum Refineries Limited (KPRL) as at
30 June, 2022. However, KPRL books and financial records as at 30 June, 2022 reflected
an amount of Kshs.520,109,608 as receivable from the Company resulting in a variance
of Kshs.309,240,490. Although Management provided a reconciliation for the variance,
the same was not acknowledged and was disputed by KPRL Management.
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ln the circumstances, the accuracy of the trade and other payables of Kshs.3,878,502,140
respectively could not be ascertained.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Kenya Pipeline Company Limited
Management in accordance with ISSAI 130 on Code of Ethics. I have fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audit of financial statements in Kenya. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my qualified opinion.

Emphasis of Matter

1. Land Without Titles

1.1 Freehold Land

The statement of financial position for the year ended 30 June, 2022 reflects property,
plant and equipment balance of Kshs.85,978,670,508. As disclosed in Note 17 to the
financial statements, the balance include freehold land of Kshs.1,911,111,785 out of
which five (5) parcels of land valued at Kshs.42,350,000, allocated to the Company in the
1970s and 1990s for pipeline infrastructure, had no title deeds. According to
Management, the land was allotted from trust land and there have been delays in
demarcation of the areas and adjudication processes required to facilitate acquisition of
title deeds. However, there was no evidence of efforts made by Management to ensure
that the process of land adjudication is concluded and yet the parcels of land were
allocated to the Kenya Pipeline Company more than twenty (20) years ago.

Further, review of the records maintained at the Company revealed that a parcel of land
purchased from a private vendor could not be registered as the title deed for the plot is
charged to the Kenya Commercial Bank for loan taken by the owner. Although
Management indicated that it is engaging the Kenya Commercial Bank directly to resolve
the matter, no evidence of such engagement was provided. Further, no records of the
said land were available at the Company and as such the carrying amount of the said
parcel of land could not be confirmed.

ln the circumstances, the accuracy and completeness of property, plant and equipment
of Kshs.85,978,670,508 could not be ascertained.

2. Leasehold Land

lncluded in the leasehold land balance of Kshs.18,580,547,384 as disclosed in Note 18
to the financial statements is a parcel of land with a net book value of Kshs.5,210,102,489
which the Company was allocated by the Government in 1976. However, the Company
did not have a title deed for the parcel. Further, information provided during the audit
indicates the parcel where Embakasi Depot sits and carried in the books at
Kshs.5,210,102,489 had its title deed issued to the Kenya Airports Authority.

Additionally, a parcel of land located in Mombasa County was carried in the books at Nil
netbook value since it had been fully amortized. However, during the re-valuation of the
Company's assets by an independent valuer in 2019, the land was valued at
Kshs.750,000,000. The Company could not carry the new cost to its books due to the
expiry of the allotment on 1 July, 2019. However, the Company continues to possess
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critical, strategic and high value infrastructure in the two parcels of land which serves the
country both at Jomo Kenyatta lnternational Airport and Moi lnternational Airport.
Although Management had written severally to the Ministry of Lands and Housing,
National Lands Commission and the Kenya Airports Authority to have the parcels
transferred and lease renewed on the matter, no responses were received.

As a result, the ownership and completeness of the leasehold land balance of
Kshs. 1 8,580,547,384 could not be ascertained.

3. Disputed Amount Payable to a Vendor

As disclosed in Note 37 to the financial statements, contingent liabilities during the year
amounted to Kshs.21,301,991,119 comprising of Kshs.21 ,213,920,267 and
Kshs.88,070,852 in respect of pending lawsuits, and guarantees and letters of credit
respectively. lncluded in the pending lawsuits is an amount of USD 3,845,695
(Kshs.453,147,487) claimed by a vendor of hydrant pit valves and associated spare parts
supplied to the Company in 201712018 financial year. The Company had made a 4O%
advance payment to the vendor, with the remaining 600/o palable upon delivery and
acceptance of the items. Although the valves were received and later utilized at the
Company, the price of the items was disputed and subjected by criminal investigations
and prosecutions by the Ethics and Anti-Corruption Commission (EACC).

The vendor has since moved to court demanding for payment of the remaining 60% of
the invoice amount. Management indicated that both cases were still pending before the
High Court awaiting determination.

ln the circumstances, value of the items supplied by the vendor and the amount of liability
owing to the vendor could not be ascertained

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

Other lnformation

The Directors are responsible for the other information. The other information comprises
the Report of Directors as required by the Companies Act, 2015, and the statement of the
Directors' responsibilities which are obtained prior to the date of this report, and the
annual report which is expected to be provided after that date.

The other information does not include financial statements and my audited report
thereon.

My opinion on the financial statements does not cover the other information and I do not
express an audit opinion or any form of assurance thereon.

ln connection with the audit of the financial statements, my responsibility is to read the
other information and, in doing so, consider whether the other information is materially
inconsistent with the financial statements, or the knowledge obtained in the audit, or
othenruise appears to be materially misstated. Based on the work I have performed on
the other information obtained prior to the date of this auditor's report, if I conclude that
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there is material misstatement of this other information, I am required to report that fact. I

have nothing to report in this regard.

REPORT ON LAWFULNESS AND EFFECTIVENESS ]N USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the procedures performed,
except for the matters described in the Basis for Conclusion on Lawfulness and
Effectiveness in Use of Public Resources section of my report, I confirm that, nothing else
has come to my attention to cause me to believe that public resources have not been
applied laMully and in an effective way.

Basis for Conclusion
1.0 Long Outstanding Balances

The statement of the financial position reflects trade and other receivables of
Kshs.11,656,908,350. As disclosed under Note 23 to the financial statements, the
balance includes Kshs.10,065,175,278 in respect of trade debtors among them Oil
Marketing Companies (OMCs), which had been outstanding for more than 180 days
according to the aging analysis. According to the Transportation Service Agreements
between OMCs and the Kenya Pipeline Company (KPC), the Company shall have a lien
on equivalent Product Quantity up to the extent of the exposure belonging to OMC in the
custody of KPC after 45 days and shall be at liberty to sell all such products and apply
the proceeds of such sale in or towards the satisfaction of such lien and all proper charges
and expenses in relation thereto. However, there were no measures put in place to ensure
that the debts are collected from the Oil Marketing Companies within the existing
framework.

Under the circumstances, it has not been possible to confirm the effectiveness of internal
controls measures put in place to collect outstanding debt.

2.0 Corporate Social lnvestment

2.1 Non-Compliance with Policy on Budgeting

Review of the budget for the Corporate Social Responsibility programs revealed that
Management set aside Kshs.120,000,000 during the year which is above the threshold
provided in the Company's Corporate Social lnvestment (CSl) Policy which provides for
1% of the Company's profit before tax from the preceding year or Kshs.100 million,
whichever is higher, to be set aside for CSI programs. The higher of the two is Kshs.100
million which ought to have been the basis for budgeting for the corporate social
responsibility programs. Therefore, the Board and the Management are in breach of the
set policies which may result in unplanned expenditure.

2.2 Unbudgeted Expenditure

During the year under review, the Company paid Kshs.2O,000,000 to a Charitable Trust
towards labor costs to extend the Mt. Kenya fence by 60 kilometers from Tigithi River
towards Nanyuki Forest Station as part of Social Corporate lnvestment. The donation
followed a request on 19 May,2022 for the Trust for additional support. However, the
project was factored in the approved annual Corporate Social lnvestment plan for the
year under review.
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ln addition, the Company donated Kshs.18,859,250 to the above Trust for similar works
in April, 2021. According to a monitoring and evaluation report done by Kenya Pipeline
Company dated November,2022, the construction of the fence of the 60 kilometers was
at 50o/o completion stage and was expected to be completed in December, 2022.
However, the additional funding of the project was done without ascertaining the
completion status of the project.

Under the circumstances, the regularity and validity of the expenditure could not be
confirmed.

3.0 Procurement of Goods and Services

3.1 lrregular Award of Tender to a Technically Non-Responsive Tenderer

During the year under review, the Management advertised a tender for the construction
of security fence at Pump Station 9-JKIA Embakasi on 12 October, 2021. The tender was
opened on 8 December, 2021 and subsequently evaluated. The Evaluation Committee in
its report recommended re{endering since all the six (6) bidders evaluated were
technically non-responsive. A professional opinion dated 17 January, 2022
recommended termination of the tender.

However, the Accounting Officer rejected the opinion and recommended re-evaluation of
the tender. The Evaluation Committee re-evaluated the tender and recommended
termination and re-tendered noting that all the six (6) tenderers failed the technical
evaluation. The technical requirement was for the bidders to provide relevant experience
with fencing material manufacturer in similar works in the last five (5) years. Despite the
recommendation of the Evaluation Committee upon re-evaluation, the head of
procurement recommended to the Accounting Officer to award the contract to one of the
bidders in a professional opinion issued on 8 February, 2022, at a cost of
Kshs.37,964,458.

Under the circumstances, the legality of the award and suitability of the bidder to
undertake the works could not be confirmed.

3.2 Procurement of Works Without Scope

The Company awarded a contract for repair works of a petroleum storage tank on
1 April, 2021 at a cost of Kshs.145,695,636. Review of documents in respect of the works
revealed that the tank was last rehabilitated in 2007 where corrosion defects on the tank
bottom, shell and floating roof were repaired, and the tank epoxy lined internally and
painted externally for corrosion control. The tank started showing signs of wetness at the
foundation indicative of product release from underneath the tank bottom in 2017.

According to the tender and other documents reviewed, the tender was initiated and
awarded without undertaking inspection by an expert to determine the scope of work to
be done as required under paragraph 6.4.2.2 of the American Petroleum lnstitute (APl)
653 on Tank lnspection, Repair, Alteration, and Reconstruction . On 27 September,2021
Management engaged an expert to carry out the inspection while the repair works were
ongoing to determine the scope of works. The expert recommended complete
replacement of the tank floor which had suffered significant corrosion metal loss to entail
replacement of 16% of tank floor area and welding of repair patch covering 30% of tank
floor area. The additional work resulted in additional costs of Kshs.97,173,865.
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In the absence scope determination before commencement of work, the basis and
necessity of the initial repair works could not be confirmed. As a result, it could not be
confirmed whether the Company received value for money incurred on the tank repair
works.

4.0 Unprocedural Implementation of Mzima Springs Water Project

The statement of financial position reflects property, plant and equipment balance of
Kshs.85,978,670,508 as at 30 June, 2022. As disclosed in Note 17 to the financial
statements, the amount includes work in progress of Kshs.373,526,780 which further
includes Kshs.6,529,608 in respect of Line 1 conveyance for Mzima Water Project. The
Mzima Springs Water Project was initiated through a Presidential directive communicated
through Head of Public Service letter dated 25 March, 2022 to the Ministry of Petroleum
and Mining in March,2022.ln the directive, the Ministry of Petroleum and Mining was to
facilitate the utilization of the Mombasa-Nairobi Line 1 Oil Pipeline for supply of water from
Mzima Springs to Mombasa City and its environs. The Board of Directors had earlier on
February 9,2022 approved the conversion of a portion of Line 1 pipeline to deliver water
to Mombasa in collaboration with other Government agencies subject to a business case
to justify the project been developed by the Management, and that all approvals required
from the relative Authorities including wayleaves permit, National Environment
Management Authority (NEMA), Energy and Petroleum Regulatory Authority (EPRA),
National Construction Authority (NCA) and the Ministry of Water be issued before
decommissioning of the line.

The project was allocated a budget of Kshs.745,487,000 to be executed in two phases.
Subsequently, Management appointed a business case technical team to determine the
viability of the project. The technical team came up with a business case which
recommended two options comprising converting linel for water conveyance and lease
it to the Coast Water Works Development Authority (C\AA//DA) at the current gazetted
water tariff of Kshs.68 per m3, or refurbish the 14-inch line 1, replace the corroded
sections of the line to enable utilization of existing pumps, and other associated facilities
to complement the 2O-inch Line 5 which has already attained its optimal capacity. This
would improve flow rates to 880m3/hr and increase evacuation from Mombasa and
alleviate ullage.

However, the following anomalies were observed:

i) The Company operating a water pipeline was outside its mandate and had not
obtained approval from the Water Services Regulatory Board (WASREB) before
embarking on the project.

ii) No evidence was provided to indicate that the business case was presented to the
Board for deliberation and which of the two options was adopted for implementation.
However, the conversion of the pipeline for water conveyance was ongoing and was
at640/o completion as at the time of the audit.

iii) The Company intended to sell water in bulk to the Coast Water Works Development
Authority (C\ A/VDA) once the project was completed. However, there was no Service
Level Agreement or Memorandum of Understanding signed between the Company
and C\M//DA. As a result, there is no guarantee that C\AMDA will agree to the
proposal.

Reporl of the Auditor-General on Kenya Pipeline Company Limitedfor the year ended 30 June, 2022
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iv) The use of a petroleum pipeline for transportation of water may pose risks of
contaminating the water with the residue petroleum in the pipe and effluent which may
cause health and environmental concerns.

v) On 19 January, 2022, the Management wrote to the National Environment
Management Authority (NEMA) and sent all necessary documents for Environmental
lmpact Assessment (EIA) on decommissioning of Line 1 excavation, recovery, and
relocation of a portion of 54 kilometres of the pipeline and use of 161 kilometres portion
of the pipeline stretching from Mzima Springs to Mombasa for supply of portable water
to Mombasa. NEMA responded indicating that the proposed project requires an
Environmental lmpact Assessment (ElA). However, no Environmental lmpact
Assessment (ElA) was carried out before commencing the project contrary to Section
58 of the Environmental Management and Coordination Act, 1999 and Regulations,
2003, Legal Notice No. 101. Further, a consultant engaged by Management to
conduct as assessment for the proposed decommissioning and utilization of Line 1 to
deliver water to Mombasa was yet to conclude and prepare a final report on the same.

ln the circumstances, the propriety of expenditure incurred on the project and its value for
money could not be confirmed.

5.0 lncomplete Marine Loading Arm Project

The contract for the supply, installation, testing and commissioning of overhung marine
loading arm at Kipevu Oil Terminal (KOT 1) was awarded to Hydro Pipeline Limited on
1December,2017andsignedon18April,2018atacontractsumwasKshs.43,438,520.
The project commenced on 4 November,2018 and was expected to take thirty-four (34)
weeks and be completed on 2 May, 2019. The project objective was to replace the
overhung marine loading arm as per the manufacturer's recommendation and to increase
the discharge flow rate for the Dual-Purpose Kerosene (DPK) arm from 1700M^3/hr to
2500M^3/hr. ln addition, the manufacturer's recommended number of years for the
existing loading arms has been surpassed hence the need to mitigate any risks of failure.

Although materials were delivered to the site and expenditure amounting to
Kshs.17,084,749 incurred, installations, testing and commissioning had not been done.
Management indicated that with the operationalization of the new Kipevu Oil Terminal
(KOT 2), the project has since been overtaken by events as the old oil terminal where the
marine loading arm would have been fixed will be decommissioned. The fate of the project
and the equipment that were delivered and are lying idle is therefore unknown.

ln the circumstances, the value for in the use of public resource has not been achieved
as delayed completion of the project denies the company efficiency in discharge of
products.

6.0 Loss on Leased Facilities

The statement of profit or loss and other comprehensive income reflects an expenditure
of Kshs.13,791,313,695 as direct costs which, as disclosed in Note 7 to the financial
statements, includes an amount of Kshs.2,530,110,019 in respect of pipeline
maintenance. lncluded in the costs are lease payments to the Kenya Petroleum
Refineries Limited (KPRL) amounting to Kshs.1,308,851,308 for use of pipeline network,
storage tanks and associated infrastructure during the year under review. Comparison of
total lease costs against total lease income for the year revealed that the Company
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realised income amounting to Kshs.12,491,324 resulting to a net loss on the lease of
Kshs.1 ,296,359,984.

ln addition, the lease agreement revealed that the lease payments were based on
expenses incurred by KPRL during the year covered by the lease agreement. However,
the Company was not in control of costs incurred by KPRL and therefore could not
institute measures that could minimise the costs in line with realisable income.

ln the circumstances, the lease affected the overall performance of the Company and
may need to be reviewed for efficiency.

The audit was conducted in accordance with ISSAI 4000. The standard requires that !

comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. I believe that the audit evidence I have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the PublicAuditAct,20l5, based on the procedures
performed, except for the matter described in the Basis for Conclusion on Effectiveness
of lnternal Controls, Risk Management and Governance section of my report, I confirm
that, nothing else has come to my attention to cause me to believe that internal controls,
risk management and overall governance were not effective.

Basis for Conclusion

Composition of Board Committees

Circular number OP/CAB.9/1A, dated 11 March, 2020 and Paragraph 82 of Mwongozo,
the Code of Governance for State Corporations provides that a Board may establish not
more than four (4) Committees including Audit Committee to deal with the conventional
issues appertaining to the running of the state cooperation. The guidelines also provide
that the Board may however constitute Ad-Hoc Committees to dealwith emerging issues
that require focused attention, and which do not fall in the domain of regular Board
Committees. Such Ad Hoc Committees should have clear terms of reference and a limited
lifespan. The number of Members to any Committees should be no more than one third
(1/3) of the Full Board to obviate the risk of a Committee conducting its business within
the framework of a Full Board structure.

During the year under review, the Company's Board of Directors comprised nine (9)
Members. Review of membership and record of minutes of Committee meetings revealed
the following anomalies;

i) Membership of Board Committees is expected to be a maximum of one third (1/3)
of Board membership as guided by the Mwongozo Code of Governance for state
corporations. However, the Audit Committee, the Human Resource Committee and
the Technical Committee have five (5) Members each while the Finance Committee
has six (6) Members instead of the maximum three (3) Members.

on Kenya Pipeline Company Limitedfor the year ended 30 June, 2022Report ofthe
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ii) Review of the reconstituted Board Committee Members revealed that two of the
Directors were Members of all the four Board Committees which contravened
Paragraph 4 of the Office of the President circular referenced OP/CAB.9/1A dated
11 March, 2020, on Establishment of Board Committees which provides that
Members can only sit in a maximum of two Board Committees.

iii) The Managing Director was a Member of three of the Board Committees comprising
Board Human Resource Committee, Board Technical Committee and the Board
Finance Committee. However, Section 1.22(1) of the Mwongozo guidelines
stipulates that the role of the Board should be separated from that of the
Management.

ln the circumstances, the Board did not adhere to the guidelines.

The audit was conducted in accordance with ISSA! 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overall governance were
operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
As required by the Companies Act, 2015,1 report based on my audit, that:

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

ii. ln my opinion, adequate accounting records have been kept by the Company, so far
as appears from the examination of those records; and,

iii. The Company's financial statements are in agreement with the accounting records and
returns.

Responsibilities of Management and Board of Directors

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Financial Reporting Standards (IFRS) and
for maintaining effective internal control as Management determines is necessary to
enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error and for its assessment of the effectiveness of internal
controls, risk management and overall governance.

ln preparing the financial statements, Management is responsible for assessing the
Company's ability to continue to as a going concern, disclosing as applicable, matters
related to going concern and using the going concern basis of accounting unless
Management is aware of the intention to liquidate the Company or to cease operations.

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

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
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in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

The Board of Directors is responsible for overseeing the Company's financial reporting
process, reviewing the effectiveness of how the Management monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relation to overall
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Auditor-General's Responsibilities for the Audit

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 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. 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 and weakness 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 statements.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal controls may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

on Kenya Pipeline Company Limitedfor the year ended 30 June, 2022Report of the Auditor-General
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o 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 misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal controls.

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

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

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

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

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

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

CPA CBS
AUDITOR-GENERAL

Nairobi

24 April,2023
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KENYA PIPELINE COMPANY TIMITED

ANNUAL REPORT AND FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED JUNE 30,2022

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2022

Revenue

Direct Costs

GROSS PROFIT

Finonce lncome
Other lncome
Other Goin/(Losses)

OTHER REVENUE

OPERATING EXPENSES

Adminisirotion Expenses

Provision for Bod Debts

Aging penolties woivers

Finonce Costs

IOTAL OPERATING EXPENSES

PROTIT BEFORE TAXATION

TAXATION CHARGE

PROFIT AFTER TAXATION

6

7

Nole

e(o)

B

t0

I l(o)

r r(b)

ll(c)
e (b)

l3
1a (o)

2022

Kshs

26,213,394,371

(13,7e r,313,6es)

12,422,080,676

823,215,642

635,347,479

563,957,638

2,022,520,75?

2021

Kshs

27,987,266,943

(13,562,e7 6,19 5l

14,424,290,748

349,126,950

470,667.422

(6s3,926,545)

165,867 ,827

(6,384,4O2,287)

(e7 6,166,7 47)

{90,972,336)
(8s6,785,562)

(8,288,326,932)

6,156,274,502

(2,33r ,771,360)

3.824,503, r 43

Kshs

210

(s,857,200,48I )

(s9,089, r48)

(s29,64 r, r66)

(r,233,864,533)

(7 ,679,795,328)

6,?10,363,247

(5,227,628,3O2)

1,682,734,945

Kshs

93Eornings per Shore t5

oTHER COMPREHENSIvE INCOME (OCI)/
(LOSS)

/fems thot willnol be rec/ossified subsequently to prof it

or /oss;
Re-meosurement ( Other Comprehensive
lncome - DB Retirement Benefit Scheme)

Surplus on revoluotion of PPE

Deferred tox on OCI

oTHER COMPREHENSIVE INCOME /(LOSS)
FOR THE YEAR

TOTAL COMPREHENSIVE INCOME /(LOSS)
FOR THE YEAR

(4s0, ] 80,437)

4.580,000,000

4,129,819,563

5,8't2,554,508

(5,77O,462,500)

('r ,94s,959,3s7)
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KENYA PIPETINE COMPANY LIMITED

ANNUAT REPORT AND FINANCIAL SIATEMENTS

TOR THE FINANCIAT YEAR ENDED JUNE 30,2022

2022

ASSETS Note Kshs

Non-Currenl Assets

Property, plont ond equipment t7 8s,978,670,508 97,186,140,519

Leosehold lond r8 18.580.547.384 I 9.431 .356.105
lntonqible ossets l9 23,592,295 30,308,8/0
lnvestments 20 36.306,359 35,306,359

Retirement benefits 21

Long Term receivobles 23 3,142,126,450 3,1 1 7,0r 8,373

Tolol Non-Cunenl qssels 107,761,242,9?5 I19,801 ,130,226

Currenl Assets

lnventories 22 2,343,922,959 2,608,0s1,94s

Trode ond other receivobles 23 8,299,164,842 9, i 60,335,500
Taxotion rccoverohle 25 81? 2049?9 888 I I 5??4
Short term cleoosits 24lol 7 7AA lAA AO7 7 o,RAO97 7A?
Bonk oncl cosh bolonces ?al6l ? 614?14743 ? 4A) I547AA

Talal Crrrranl Assels ,l n55 AAn O79 ,, ,nA 71,C r9A
Tolol Assels t2?,616,?03,074 r42,005,865,522
SHAPFHOI DFP'S FTINDS AND TIABITITIES
Cooilol ond Reserues
Share r-crnital 2A 343 AAA OO7 343 AAA OO7

-Shore oremirrm 512 )AR 91 A 512 ?P,R 91 A

Patainecl corninos ?8 70377 5AA717 7A 5530,45 574
Revohrotion reserve 27 19.383.820.589 23.614.17 5.327

90 637 lAA2aA 99 0,42 995 AzA
Non-Crrrrenl I iobililies
Deferrecl toxotion ?9 ?0.048.6?7 464 r9 803 6850r4
Svnciicoteci lono Term loon 3l lo) 1 0 09R RrA n50 13.864.936.579

30 187 453 5ra 33 468 A2l 593
Crrrrenl llohllilles
Trode oncl other oovohles 30 3.66?.885.O8? 4 59? 60? 577
Drre to reloteci oorties 35lcl 80 000 000 80 0r)0 c)or)

Diviclencl Povohle
Current Portion of Lono-Term Loon 3r(b) 5,O49,42Q.250 4,621.645.527

a 79) 305 33? 9 ?9A rAA 1rl4
Tolol Shoreholder's Funds ond liobililies 129,616,?03,074 142,005,865,522

STATEMENT OF FINANCIAT POSITION AS AT 30 JUNE 2022

The finonciolstotements on poges 56 to I l5 were opproved ond outhorized for
issue by the Boord of Directors on. ..........2023 ond signed on their
beholf by:

2021

Kshs

Ag. Mon Heod pf rinonce
Pius Mwendwo
ICPAK|,alr.rO' +aS+

Direclor
Joe K. Song

g Director
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KENYA PIPELINE COMPANY TIMITED

ANNUAL REPORT AND FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED JUNE 30,2022
STAIEMENI OF CASH FTOWS FOR IHE YEAR ENDED 30 JUNE 2022

Note
CASH FTOWS FROM OPERATIONS
Cosh generoted from operotions
lnterest received
lnterest expense
Tox refund
Utilizotions of tox credit

3a(o)
e(o)
e(b)

16

34(b)

2022
Kshs.

14,355,41 5,927
823,215,642

(836,78s,s62)

(8,000,000,000)

14,871, r0r .092)
(12,871,101,097)

2021
Kshs.

14,423,623,649
349,126,950

(r ,233,854,53s)

(2,700,000,000)
(4,681,220,323)
(7,381 ,220,323)

Net cosh generoted from operoling
octivilies

CASH FTOWS FROM INVESIING ACIIVITIES

Purchose of property, plont ond
equipment
Exceptionol copito I expenditure
Proceeds from disposol of property, plont
ond equipment
Purchose of intongible ossets
Purchose of investment - KPRL

Net cosh flows used in invesling octivities

CASH FTOWS FROM FINANCING ACTIVITIES

Loon Drowdown
Dividends poid
Repoyment of borrowings
Net cosh flows from finoncing octivities

NEI INCREASE IN CASH AND CASH
EQUIVATENIS

CASH AND CASH EQUIVALENIS AT

BEGINNING OF IHE PERIOD

CASH AND CASH EQUIVALENIS AT END OF
THE YEAR

75,910,297

14,417,756,304 13,538,886,066

17 (691,298,979) 1422,140,s021

(4,4sO,288,371)
23,384,758

19 (23,45s,380)
(3,170,784) (128,427,340)

(694,540,385) (5,000,856,224)

852,114,822 1,156,809,519

9,548,252,527 8,391,443,008

10,400,367,349 9,548,252,527
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KENYA PIPELINE COMPANY TIMITED

REPORT AND F!NANCIAI STATEMENTS FOR THE FINANCIAL YEAR

ENDED 30 JUNE 2O2O

Explonotion of the Vorionces:

(i) The budget odjustment of Kshs 3,014,I54,278 includes supplementory budget of

Kshs 2,673,025,826 for copitol expenditure ond Kshs 341 ,128,452 for recurrent

expenditure. The omounl olso includes budgetory reollocotions of Kshs

1,052,774,731 duly opproved os per the PFM Act ond Guidelines.

(ii) Deficit in octuol revenue ogoinst the budget is ottributed the reduction in

throughput ond storoge fee toriffs with effect from 1 July 2021 os this wos the lost

yeor of the 3-yeor EPRA Toriff Control Period (TCP).

(iii) Sovings on employee cosl is due to on opproved lower thon budgeted solory

odjustment.

(iv) Direct costs hod o cost soving of 47% occosioned by ongoing mojor

mointenonce octivities on lonks mointenonce ond inline pipeline inspection yet

to be complete by the end of the finonciolyeor.

(v) Sovings on odministrotive costs were on occount of ousterity meosures by

monogement ond utilizotion of internol resources.

(vi)Sovings on electricity is becouse of increosed efficiency following

operotionolizotion of Line V (Momboso - Noirobi pipeline).

(vii) The lower expenditure on finonce costs is os o result of renegotioted morgin

from 5.38% Io 4.5%ond o lower thon onticipoted 3-month libor rote (Budget ot

2.4%Ys Actuol 0.32%).

(viii) The vorionce on copitol expenditure is moinly due to operotionol chollenges

which led to low copitol budget obsorption.
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KENYA PIPELINE COMPANY LIMITED
REPORTS AND FINANCIAI STATEMENTS FOR THE FINANCIAL ENDED

JUNE 30,2022
NOTES IO THE FINANCIAL STAIEMENTS FOR THE YEAR ENDED 30 JUNE 2022

I. GENERAT !NTORMATION
Kenyo Pipeline Compony is estoblished by ond derives its outhority ond occountobility
from the Compony Act, Cop 486 of the lows of Kenyo. The entity is wholly owned by the
Government of Kenyo ond is domiciled in Kenyo. The entity's principol octivity is to
provide efficient, relioble, sofe ond cost-effective meons of tronsporting petroleum
products from Momboso to the hinterlond.

For Kenyon Componies Act reporting purposes, the bolonce sheet is represented by the
stotement of finonciol position ond the profit ond loss occount by the stotement of
profit or loss ond other comprehensive income in these finonciolstotements

2. STATEMENI OF COMPTIANCE AND BASIS OF PREPARATION

The finonciol stotements hove been prepored on o historicolcosl bosis except for the
meosurement of re-volued omounls of certoin items of property, plont ond equipment,
morketoble securities ond finonciol instruments of foir volue. impoired ossets of their
estimoted recoveroble omounts ond octuoriolly determined liobilitles of their present

volue. The preporotion of finonciolstotements in conformitywith lnternotionol Finonciol
Reporting Stondords (IFRS) ollows the use of estimotes ond ossumptions. lt olso requires
monogement to exercise judgement in the process of opplying lhe entity's occounting
policies. The oreos involving o higher degree of judgement or complexity, or where
ossumptions ond estimotes ore significont to the finonciolstotements, ore disclosed in
notes. The finonciolslotements hove been prepored ond presented in Kenyo Shillings,

which is the functionolond reporting currency of Kenyo Pipeline Compony.

The finonciol stotements hove been prepored in occordonce with the PFM Act, the
Compony Act, Cop 486 of the lows of Kenyo, ond lnternotionol Finonciol Reporting
Stondords (IFRS). The occounting policies odopted hove been consistenlly opplied to oll

the yeors presented.

3. APPLICAIION OF NEW AND REVISED INTERNATIONAT FINANCIAT REPORTING

STANDARDS (rFRS)

i) Relevonl new stondords ond omendments to published stondords effeclive for
the yeor ended 30 June 2022
!FRS 16: Leoses

The new stondord, effective for onnuol periods beginning on or ofter lst Jonuory 2019,

introduces o new lessee occounting model, which requires o lessee to recognize ossets

ond liobilities for oll leoses with o term of more thon l2 months, unless the underlying
osset is of low volue. A lessee is required to recognize o right-of-use osset representing its

right to use the underlying leosed osset ond o leose liobility representing its obligotion to
moke leose poyments.
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KENYA PIPELINE COMPANY LIMITED

REPORTS AND FINANCIAL STATEMENTS FOR THE FINANCIAT ENDED

JUNE 30,2022

Applicotion of IFRS l6 requires right-of-use ossets ond leose liobilities to be recognized in

respect of most operoting leoses where the Compony is the lessee.

!FRIC 23: Uncertointy Over income tox treotments

The interpretotion oddresses the determinotion of toxoble profit (tox loss), tox boses,

unused tox losses. unused tox credits ond tox rotes, when there is uncertointy over
income tox treotments under IAS 12. lt specificolly considers:

. Whether tox treolments should be considered collectively

. Assumptions for toxotion outhorities' exominotions
o The determinotion of toxoble profit (tox loss), tox boses, unused tox losses,

unused tox credits ond tox rotes
. The effect of chonges in focts ond circumstonces

Amendmenfs fo ,FRS I tilled Prepoymenl Feotures wifh Negofive Compensofion (issued

in Oclober 2017)
The omendments, opplicoble to onnuol periods beginning on or ofler I Jonuory 2019,

ollow entities to meosure pre-poyoble finonciolossets with negolive compensotion ot
omortized cost or foir volue through other comprehensive income if o specified
condition is met.

Amendmenfs fo ,AS 28|illed Long-term lnferesfs in Associofes ondJoinlVentures (issued

in Ocfober 2017)

The omendments, opplicoble to onnuol periods beginning on or ofter I st Jonuory 2019,

clorify thot on entily opplies IFRS 9, rother thon IAS 28, in occounting for long-term
interests in ossociotes ond joint ventures.

Amendmenfs fo ,FRS 3 - Annuol lmprovemenfs fo IFRSs 2015-2017 Cycle, issued in

December 2017.

The omendments, opplicoble to onnuol periods beginning on or ofter I st Jonuory 2019,

provide odditionol guidonce on opplying the ocquisition method to porticulor types of
business combinotion.

Amendmenfs fo ,FRS ,l - Annuol lmprovemenfs fo IFRSs 2015-2017 Cycle, issued in
December 2017
The omendments, opplicoble to onnuol periods beginning on or ofter lst Jonuory 2019,

clorify thol when on entity obtoins joint control of o business thot is o joint operotion, it

does not re-meosure its previously held interests

Amendmenfs fo IAS 12 - Annual lmprovemenfs fo IFRSs 2015-2017 Cycle, issuedin
December 2017
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KENYA PIPETINE COMPANY LIMITED
REPORTS AND FINANCIAL STATEMENTS FOR THE FINANCIAL ENDED

JUNE 30,2022
The omendments, opplicoble to onnuol periods beginning on or ofter lst Jonuory 2019,

clorify thot oll income tox consequences of dividends should be recognized when o
liobility to poy o dividend is recognized, ond thot these income tox consequences
should be recognized in profit or loss, othercomprehensive income orequity occording
to where the entity originolly recognized the tronsoctions to which they ore linked.

Amendmenfs fo IAS 23 - Annuol lmprovemenfs fo IFRSs 2015-2017 Cycle, issued in
December 2017
The omendments, opplicoble to onnuol periods beginning on or ofter 'l 

st Jonuory 2019,

clorify thot the costs of borrowings mode specificolly for the purpose of obtoining o
quolifying osset thot is substontiolly completed con be included in the determinotion of
the weighted overoge of borrowing costs for other quolifying ossels.

Amendmenfs fo ,AS ,9 titled Plon Amendment, Curloilmenf or Sefflemenf (issued in
Februory 2018)
The omendments, opplicoble to plon omendments, curtoilments or settlements
occurring on or ofter the beginning of the first onnuol reporting period thot begins on or
ofter lst Jonuory 2019, requires on entity to use updoted octuoriol ossumptions to
determine current service cost ond net interest for the remoinder of the onnuol
reporting period ofter the plon omendment, curtoilment or settlement when the entity
re-meosures its net defined benefit liobility (osset) in the monner specified in the
omended stondord.

Ihe oboye new qnd reyised lnternotionol finonciol repoiling sfondords were effeclive in
lhe currenl yeor ond ihe direclors of lhe compony do not onticipale thot opplicotion of
fhese Amendments/lnlerprefofions will hove significont impocl on fhe compcrny
finonciol sfofemenfs.

D New ond omended stondords ond interprelotions in issue bul not yet effeclive in
lhe yeor ended 30 June 2021

IFRS l7 lnsuronce Controcts (lssued l8 Moy 2017)

The new stondord. effective for onnuol periods beginning on or ofter lst Jonuory 2023,

estoblishes principles for the recognition, meosurement, presentotion ond disclosure of
insuronce controcts issued. lt olso requires similor principles to be opplied to reinsuronce
controcts held ond investment controcts with discretionory porticipotion feotures issued.

The objective is to ensure thot entities provide relevont informotion in o woy thot
foithfully represents those controcts. The Compony does not issue insuronce controcts.
The omendments ore effective for onnuol periods beginning on or ofter Jonuory I , 2023.

Eorlier opplicotion is permitted

Poge 64 of I l5



KENYA PIPELINE COMPANY LIMITED
REPORTS AND FINANCIAL STATEMENTS FOR THE FINANCIAL ENDED

JUNE 30,2022
Amendments to IAS I titled Clossificotion of Liobilities os Currenl or Non-current (issued

in Jonuory 2O2O)

The omendments. clorify o criterion in IAS I for clossifying o liobility os non-current: the
requirement for on entity to hove the right to defer settlement of the liobility for of leost
l2 monlhs ofter the reporting period.

The omendmenls ore effective for onnuol periods beginning on or ofter Jonuory 1 ,2023.
Eorlier opplicotion is permitted

Amendments lo IAS I titled Disclosure of Accounting Policies (issued in Februory 2021)
The omendments, opplicoble to onnuol periods beginning on or ofter I st Jonuory 2023.

require entities to disclose their moterioloccounting policy informotion rotherthon their

significont occounting policies

The omendments ore effective for onnuol periods beginning on or ofter Jonuory 1 ,2023
Eorlier opplicotion is permitted.

IAS l2 - lncome loxes
IAS 12, "lncome Toxes" implements o so-colled'comprehensive bolonce sheet method'
of occounting for income toxes which recognizes both the current tox consequences of
tronsoctions ond events ond the future tox consequences of the future recovery or

settlement of lhe corrying omount of on entity's ossets ond liobilities. Differences
between the corrying omount ond tox bose of ossets ond liobilities, ond conied forword
tox losses ond credits, ore recognized, with limited exceptions, os deferred tox liobilities

or deferred tox ossets, with the lotter olso being subject to o 'proboble profits' test.

The omendments ore effective for onnuol reporting periods beginning on or ofter
Jonuory 1,2023. Eorly odoption is permitted.

IAS 8- Accounting Policies, Errors ond Eslimotes

The omendments. opplicoble to onnuol periods beginning on or ofter lst Jonuory 2023,

introduce o definition of 'occounting estimotes' ond include other omendments to IAS 8

to help entities distinguish chonges in occounting policies from chonges in occounting
estimotes.
The omendments ore effective for onnuol reporting periods beginning on or ofter
Jonuory 1 , 2023. Eorly odoption is permitted

Amendments lo References to the Concepluol Fromework in IFRS Stondords (lssued 29

Mqrch 2018- Applicoble for onnuot periods beginning I Jonuory 2O2O)

Together with the revised Conceptuol Fromework published in Morch 2018, the IASB olso

issued Amendments to References to the Conceptuol Fromework in IFRS Stondords. The
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KENYA PIPELINE COMPANY LIMITED
REPORTS AND FINANCIAL STATEMENTS FOR THE FINANCIAL ENDED
JUNE 30,2022
document contoins omendments to IFRS 2, IFRS 3, IFRS 5. IFRS 14, IAS I, IAS 8, IAS 34, IAS

37, IAS 38, IFRIC 12, IFRIC 19. IFRIC 20, IFRIC 22, ond SIC-32. Not oll omendments,
however, updote those pronouncements with regord to references to ond quotes from
the fromework so thot they refer to the revised Conceptuol Fromework. Some
pronouncements ore only updoted to indicote which version of the fromework they ore
referencing to (the IASC fromework odopted by the IASB in 2001, the IASB fromework of
2010, or the new revised fromework of 2018) or to indicote thot definitions in the
stondord hove not been updoted with the new definitions developed in the revised
Conceptuol Fromework.

The Direclors do nol plon lo apply ony of lhe obove unlil they become effecfive. Eosed
on their ossessmenl of the potenliol impoct of opplicotion of the obove, lhey do nol
expecf thol ihere will be o significont impocl on fhe compctny's finonciol sfofemenfs.

ii) Eorly odoption of slondords
The entity did not eorly - odopt ony new or omended stondords in yeor 2022

4. SUMMARY OF SIGNIFICANT ACCOUNIING POLICIES

The principle occounting policies odopted in the preporotion of these finonciol
stotements ore set out below:

o) Revenue recognilion
Revenue is recognized to the extent thot it is proboble thot future economic benefitswill
flow to the compony ond the revenue con be reliobly meosured. Revenue is

recognised of the foir volue of considerotion received or expected to be received in

the ordinory course of the entity's octivities, net of volue-odded tox (VAT), where
opplicoble, ond when specific critedo hove been met for eoch of the entity's octivities
os described below.

i) Revenue from lronsporlolion ond storoge of petroleum products; is recognised in
the yeor in which the compony delivers services to the customer, the customer
hos occepted the service ond collectobility of the reloted receivobles is

reosonobly ossured.
ii) Finonce income comprises inlerest receivoble from bonk deposits ond

investment in securilies ond is recognised in profit or loss on o time proportion
bosis using the effective interest rote method.

iii) Dividend income is recognised in the income stotement in the yeorin which the
right to receive the poyment is estoblished.

iv) Rentol income is recognised in the income stotement os it occrues using the
effective leose ogreements.

v) Olher income is recognised os it occrues.
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KENYA PIPELINE COMPANY LIMITED

REPORTS AND FINANCIAL STATEMENTS FOR THE FINANCIAT ENDED

JUNE 30,2022

b) Property, plont ond equipment
All cotegories of property, plont ond equipment ore initiolly recorded of cost less

occumuloted depreciotion ond impoirment losses.

Certoin cotegories of property, plont ond equipment ore subsequently corried of re-

volued omounts, being their foir volue of the dote of re-voluotion less ony subsequent
occumuloted depreciotion ond impoirment losses. Where re-meosurement of re-volued

omounts is desired, oll items in on osset cotegory ore re-volued through periodic
voluotions corried out by independent externolvoluers.

lncreoses in the corrying omounts of ossets orising from re-voluotion ore credited to
other comprehensive income. Decreoses lhot offset previous increoses in the corrying
omount of the some osset ore chorged ogoinst the revoluotion reserve occount; oll

other decreoses ore chorged to profit or loss in the income stotement.

Goins ond losses on disposolof items of property, plont ond equipment ore determined
by comporing the proceeds from the disposolwith the net corrying omount of the items

ond ore recognised in profit or loss in the income stotement.

c) Depreciolion ond impoirment of property, plont ond equipment
Freehold lond ond copitol work in progress ore not deprecioted. Copitol work in
progress relotes moinly to the costs of ongoing but incomplete works on buildings ond
other civil works ond instollotions.

Depreciotion on property, plont ond equipment is recognised in the income stotement
on o stroight-line bosis to write down the cost of eoch osset or the re-volued omounl to
its residuol volue over its estimoted useful life. The onnuol rotes in use ore;

Freehold lond Nil

Buildings - residentiol 27o or period of leose whichever is less

Buildings - industriol 27" or period of leose whichever is less

Show ground povilion,
wooden ond fences 20%

Pipeline ond tonks 2.5%

Pumps. tronsformers ond switchgeor 5%

Furniture. fittings ond equipment 10%

Roods 20%

Helicopters 10%

Motor vehicles 25%

Computers 33%
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KENYA PIPELINE COMPANY LIMITED
REPORTS AND FINANCIAL STATEMENTS FOR THE FINANCIAL ENDED

JUNE 30,2022
A proroted depreciotion chorge is recognized both in the yeor of osset purchose ond in
the yeor of osset disposol.

The Remoining Useful Life (RUL) opplied for revolued property, plont ond equipment
ossets volues ore os below:

Freehold lond No useful life
Buildings - residentiol 27o or period of leose whichever is less

Buildings - industriol 2% or period of leose whichever is less

Show ground povilion, wooden
ond fences 20%

Pipeline ond tonks Remoining useful life os per voluotion
Pumps, tronsformers ond switchgeor Remoining useful life os per voluotion
Furniture, fittings ond equipment 50% of the moximum life os per the policy
Roods 10%

Helicopters 10%

Motor vehicles 25%

Computers 33%

Items of property, plont ond equipment ore reviewed onnuolly for impoirment. Where
the corrying omount of on osset is ossessed os greoter thon its estimoted recoveroble
omount, on impoirment loss is recognized so thot the osset is written down immediotely
to its estimoted recoveroble omount.

d) lnlongible ossets

lntongible ossets comprise purchosed computer softwore licenses. which ore
copitolized on the bosis of costs incurred to ocquire ond bring lo use the specific
softwore. These costs ore omortised over the estimoted useful life of the intongible ossets

from the yeor thot lhey ore ovoiloble for use, usuolly over three yeors.

e) Amorlizotion ond impoirment of inlongible ossets

Amortizotion is colculoted on the stroight-line bosis over the estimoted useful life of
computer softwore of three yeors.

All computer softwore is reviewed onnuolly for impoirment. Where the corrying omount
of on intongible osset is ossessed os greoter thon its estimoted recoveroble omount, on
impoirment loss is recognised so thol the osset is written down immediotely to its

estimoted recoveroble omount.

0 lnveslment property
Buildings, or port of o building (freehold or held under o finonce leose) ond lond
(freehold or held under on operoting leose) held for long term rentol yields ond/or
copitol oppreciotion, ond which ore not occupied by the entity, ore clossified os

investment property under non-currenl ossets.
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lnvestment property is corried of foir volue, representing open morket volue determined
periodicolly by independent externol volues. Chonges in foir volues ore included in
profit or loss in the income stotement.

g) Finonce ond operoting leoses
Leoses which confer substontiolly oll the risks ond rewords of ownership to the entity ore
clossified os finonce leoses. Upon initiolrecognition, the leosed osset is meosured of on
omount equol to the lower of its foir volue ond the present volue of the minimum leose
poyments, ond the osset is subsequently occounted for in occordonce with the
occounting policy opplicoble to thot osset.

Allother leoses ore treoted os operoting leoses ond the leosed ossets ore recognised in

the stotement of finonciol position to the extent of prepoid leose rentols of the end of
lhe yeor. Poyments mode under operoting leoses ore recognised in profit or loss on o
stroight-line bosis over the lerm of the leose. Leose incentives received ore recognised
os on integrol port of the totol leose expense over the term of the leose.

h) Fixed inlerest investments (bonds)
Fixed interest investments refer to investment funds ploced under Centrol Bonk of Kenyo
(CBK) long-term infrostructure bonds ond other corporote bonds with the intenlion of
eorning interest income upon lhe bond's disposolor moturity. Fixed interest investments
ore freely troded of the NoirobiSecurities Exchonge. The bonds ore meosured of foir
volue through profit or loss.

i) Quoted investments
Quoted investments ore clossified os non-current ossets ond comprise morketoble
securities troded freely of the Noirobi Securities Exchonge or other regionol ond
internotionolsecurities exchonges. Quoted investments ore stoted of foir volue.

j) Unquoted investmenls
Unquoted investments stoted of cost under non-current ossets ond comprise equity
shores held in other Government owned or controlled entities.

k) lnventories
lnventories ore stoted of the lower of cost ond net reolisoble volue. The cost of
inventories comprises purchose price, import duties, tronsportotion ond honding
chorges, ond is determined on the moving overoge price method.

!) Trode ond other receivobles
Trode ond other receivobles ore recognised of foir volues less ollowonces for ony
uncollectible omounts. The Compony hos o credit period of 45 doys ofter which they
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ore considered os credit impoired. These ore ossessed for impoirment on o continuing
bosis. An estimote is mode of doubtful receivobles bosed on o review of oll outstonding
omounts of the yeor-end os follows:

. Full provision for specific receivobles where oll efforts for recovery of the debt
hove been exhousted

. Full provision for debts lhot ore over ond obove the line-fill volue colculoted ot
londed cost.

. Full provision for specific stoff receivobles where efforts for recovery hove been
exhousted.

. For sundry receivobles o l0% of outstonding omounts for more thon 180 doys.

. Bod debts ore written off ofler ollefforts of recovery hove been exhousted.

m) Toxotion

Currenl income tox

Cunent income tox ossets ond liobilities for the current period ore meosured of the
omount expected to be recovered from or poid to the toxotion outhorities. The tox rotes
ond tox lows used to compute the omount ore those thot ore enocted or substontively
enocted, of the reporting dote in the oreo where the Entity operotes ond generotes
toxoble income. Current income tox reloting to items recognized directly in net ossets is

recognized in net ossets ond not in the stotement of finonciol performonce.

Current income tox ossets ond liobilities for the current period ore meosured of the
omount expected to be recovered from or poid to the toxolion outhorities. The tox rotes
ond tox lows used to compute the omount ore those thot ore enocted or substontively
enocted, of the reporting dote in the oreo where the entity operotes ond generotes
toxoble income. Currenl income tox reloting to items recognized directly in net ossets is

recognized in net ossets ond Monogement periodicolly evoluotes positions token in the
tox returns with respect to situotions in which opplicoble tox regulotions ore subject to
interpretotion ond estoblishes provisions where oppropriote.

n) Deferred tox
Deferred tox is provided using the liobility melhod on temporory differences between
the tox boses of ossets ond liobilities ond their corrying omounts for finonciol reporting
purposes of the reporting dote.

Deferred tox liobilities ore recognized for oll toxoble temporory differences, except in
respect of toxoble temporory differences ossocioted with investments in controlled
entities, ossociotes ond interests in joint ventures, when the timing of the reversol of the
temporory differences con be controlled ond it is proboble thot the temporory
differences will not reverse in the foreseeoble future.
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Deferred tox ossets ore recognized for oll deductible temporory differences, the corry
forword of unused tox credils ond ony unused lox losses. Deferred tox ossets ore
recognized to the extent thot it is proboble thot toxoble profit will be ovoiloble ogoinst
which the deductible temporory differences, ond the corry forword of unused tox
credits ond unused tox losses con be utilized, except in respect of deductible temporory
differences ossocioted with investments in controlled entities, ossociotes ond interests in
joint ventures, defened tox ossets ore recognized only to the extent thot it is proboble
thot the temporory differences willreverse in the foreseeoble future ond toxoble profit

will be ovoiloble ogoinst which the temporory differences con be utilized.

The corrying omount of deferred tox ossets is reviewed of eoch reporting dote ond
reduced to lhe extent thot it is no longer proboble thot sufficient toxoble profit will be
ovoiloble to ollow oll or port of the deferred tox osset to be utilized. Unrecognized
deferred tox ossets ore re-ossessed of eoch reporting dote ond ore recognized to the
extent thot it hos become proboble thot future toxoble profits willollow the defened tox
osset to be recovered.

Defened tox ossets ond liobilities ore meosured of the tox rotes thot ore expected to
opply in the yeor when the osset is reolized or the liobility is settled, bosed on tox rotes
(ond tox lows) thot hove been enocted or substontively enocted of the reporting dote.

Deferred tox reloting to items recognized outside surplus or deficit is recognized outside
surplus or deficit. Deferred tox items ore recognized in conelotion to the underlying
tronsoction in net ossets. Deferred tox ossets ond deferred tox liobilities ore offset if o
legolly enforceoble right exists to set off current tox ossets ogoinst current income tox
liobilities ond the deferred toxes relote to the some toxoble entity ond the some

toxotion outhority.

o) Cosh ond cosh equivolenls
Cosh ond cosh equivolents comprise cosh on hond ond cosh of bonk, short-term
deposits on coll ond highly liquid investmentswith on originolmoturity of three months or

less, which ore reodily convertible to known omounts of cosh ond ore subject to
insignificont risk of chonges in volue. Bonk occount bolonces include omounts held ot
the Centrol Bonk of Kenyo ond of vorious Commerciol Bonks of the end of the reporting
period. For the purposes of these finonciol stotements, cosh ond cosh equivolents olso

include short term cosh imprests ond odvonces to outhorised public officers ond/or
institutions which were not surrendered or occounted for of the end of the finonciol
yeor.

p) Borrowings
lnterest beoring loons ond overdrofts ore initiolly recorded of foir volue being received,
net of issue costs ossocioted with the borrowing.
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Subsequently, these ore meosured of omortised cost using the effective interest rote
method. Amortised cost is colculoted by toking into occount ony issue cost ond ony
discount or premium on settlemenl. Finonce chorges, including premiums poyoble of
settlement or redemption ore occounted for on occruol bosis ond ore odded to the
corrying omount of the instrument to the extent thot they ore not settled in the period in
which they orise. Loon interest occruing during the construction of o project is

copitolised os port of the cost of the project.

q) Irode ond olher poyobles
Trode ond other poyobles ore non-inlerest beoring ond ore corried of omortised cost,
which is meosured of the foir volue of controctuol volue of the considerotion to be poid
in future in respect of goods ond services supplied, whether billed to the entity or nol,
less ony poyments mode to the suppliers.

0 Relirement benefit obligotions
The compony operoted o defined benefit contribution pension scheme for eligible
employees until 30 June 2006. With effect from I July 2006, the scheme wos closed to
new members ond o defined contribution pension scheme wos estoblished.

The ossets of these schemes ore held in seporote trustee odminislered funds. The

defined contribution scheme is funded by contributions from both the employees ond
employer.

For the defined contribution pension scheme, the cost of providing benefits is limited to
the compony contributions.

For defined retirement benefit plons, the cost of providing benefits is determined using
the projected unit credit method, with octuoriol voluotions being conied out of the end
of eoch onnuol reporting period. Remeosurement, comprising octuoriol goins ond
losses, the effect of the chonges to the osset ceiling (if opplicoble) ond the return on
plon ossets (excluding interest), is reflected immediotely in the stotement of finonciol
position with o chorge or credit recognized in other comprehensive income in the
period in which lhey occur. Re-meosurement recognized in other comprehensive
income is reflected immediotely in retoined eornings ond will not be reclossified to profil
or loss. Post service cost is recognized in profit or loss in the period of o plon
omendment. Net interest is colculoted by opplying the discount rote of the beginning
of the period to the net defined benefit liobility or osset. Defined benefil cosls ore
cotegorized os service costs (including current service cost, post service cost, os well os

goins ond losses on curtoilments ond settlements), net inlerest expense or income ond
re-meosurement.
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The compony presents the first two components of defined benefit costs in profit or loss

in the line item of pension cost-defined benefit scheme (included in stoff costs).

Curtoilment goins ond losses ore occounted for os post service costs.

The retirement benefit obligotion recognized in the stotement of finonciol position

represents the octuol deficit or surplus in the compony's defined benefit plons. Any
surplus resulting from this colculotion is limited to the present volue of ony economic
benefits ovoiloble in the form of refunds from the plons or reductions in future
contributions to the plons.

The compony olso mokes contributions to Notionol Sociol Security Fund, o stotutory
defined contribution pension scheme. The compony's obligotions under the scheme
ore limited to specific contributions legisloted from time to time ond ore currently limited

to o moximum of Kshs. 200 per month per employee.

s) Provision for stoff leove poy
Employees' entitlements to onnuol leove ore recognised os they occrue to the
employees. A provision is mode for the estimoted liobility for onnuol leove of the
reporting dote.

t) Exchonge rote ditferences
The occounting records ore mointoined in the functionol currency of the primory

economic environment in which the entity operotes, Kenyo Shillings. Tronsoctions in

foreign cunencies during the yeor/period ore tronsloled into the functionol currency
using the exchonge rotes prevoiling of the dotes of the tronsoctions or voluolion where
items ore re-meosured. Any foreign exchonge goins ond losses resulting from the
settlement of such tronsoctions ond from the tronslotion of yeor-end exchonge rotes of
monetory ossets ond liobilities denominoted in foreign currencies ore recognised in

profit or loss.

u) Budget informotion
The rotionolized budget for FY 2O2O/21wos opproved by the NotionolTreosury on l2th
October 2020. Subsequent revisions or odditionol oppropriotions were mode to the
opproved budget in occordonce with specific opprovols from the oppropriote
outhorities.

Kenyo Pipeline Compony budget is prepored on o different bosis to the octuolincome
ond expenditure disclosed in the finonciol stotements. The finonciol stoiements ore
prepored on occruol bosis using o clossificotion bosed on the noture of expenses in the
stotement of finonciol performonce, whereos the budget is prepored on o cosh bosis.

The omounts in the finonciolstotements were recost from the occruol bosis to the cosh
bosis ond reclossified by presentotion to be on the some bosis os the opproved budget.
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A comporison of budget ond octuolomounts. prepored on o comporoble bosis to the
opproved budget, is then presented in the stotement of comporison of budget ond
octuol omounts. ln oddition to the Bosis difference, odjustments to omounts in the
finonciol stotements ore olso mode for differences in the formots ond clossificotion
schemes odopted for the presentotion of the finonciol stotements ond the opproved
budget.

A stotement to reconcile the octuol omounts on o comporoble bosis included in the
slotement of comporison of budget ond octuol omounts ond the octuols os per the
stotement of finonciol performonce hos been presented under poge 59 of these
finonciol stotements.

u) Service concession orrongements
The Entity onolyses oll ospects of service concession orrongements thot it enters into in
determining the oppropriote occounting treotment ond disclosure requirements. ln

porticulor, where o privote porty contributes on osset to the orrongement, the Entity

recognizes thot osset when, ond only when, it controls or regulotes the services the
operotor must provide together with the osset, to whom it must provide them, ond ot
whot price. ln the cose of ossets other thon 'whole-of-life' ossets, it controls, through
ownership, beneficiol entitlement or otherwise - ony significont residuol interest in the
osset of the end of the orrongement. Any ossets so recognized ore meosured of their
foir volue. To the extenl thot on osset hos been recognized, the Entity olso recognizes o
corresponding liobility, odjusted by o cosh considerotion poid or received.

v) Comporotive figures
Where necessory comporotive figures for the previous finonciol yeor hove been
omended or reconfigured to conform lo the required chonges in presentotion.

w) Subsequenl events
There hove been no events subsequent to the finonciol yeor end with o significont
impoct on the finonciol stotements for the yeor ended June 30,2021.

5. SIGNIFICANT JUDGMENTS AND SOURCES OF ESTIMATION UNCERTAINTY

The preporotion of the Entity's finonciol stotements in conformity with IFRS requires
monogement to moke judgments, estimotes ond ossumptions thot offect the reported
omounts of revenues, expenses, ossets ond liobilities, ond the disclosure of contingent
liobilities, of the end of the reporting period. However, uncertointy obout these
ossumptions ond estimotes could result in outcomes thot require o moteriolodjustment
to the conying omount of the osset or liobility offected in future periods.
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Estimotes ond ossumptions

The key ossumptions concerning the future ond other key sources of estimotion
uncertointy of the reporting dote, thot hove o significonl risk of cousing o moteriol
odjustment to the corrying omounts of ossets ond liobilitieswithin the next finonciolyeor,
ore described below. The Entity bosed its ossumptions ond estimotes on porometers

ovoiloble when the finonciol stotements were prepored. However. existing
circumstonces ond ossumptions oboul future developments moy chonge due to
morket chonges or circumstonces orising beyond the control of the Entity. Such

chonges ore reflected in the ossumptions when they occur.

Sources of Estimotion Uncertointy

o Acluoriolvoluolion of defined benefits plon

The net osset under the defined benefit scheme is determined using octuoriolvoluotion.
The octuoriol voluotion involves moking ossumptions obout discount rotes, expected
rotes of return on ossets, future solory increoses, mortolity rotes ond future pension

increoses. Due to the long-term noture of these plons, such estimotes ore subject to
significont uncertointy.

o lmpoirmenl of ossels

At eoch reporting dote, the compony reviews the corrying omount of its finonciol,
tongible ond intongible ossets to determine whether there is ony indicotion thot the
ossets hove suffered impoirment. lf ony such indicotion exists, the ossets recoveroble
omount is estimoted, ond on impoirment loss is recognized in the income stotement
whenever the corrying omount of the ossel exceeds its recoveroble omount.

Usefu! lives ond residuolvolues

The useful lives ond residuolvolues of ossels ore ossessed using the following indicotors
to inform potentiol future use ond volue from disposol:

. The condition of the osset bosed on the ossessment of experts employed by the
Entity

o The noture of the osset, its susceptibility ond odoptobility to chonges in

technology ond processes
. The noture of the processes in which the osset is deployed
. Avoilobility of funding to reploce the ossets
. Chonges in the morket in relotion to the osset

o lmpoirment losses on lrode ond other receivobles

The compony reviews its trode ond other receivobles lo ossess impoirment regulorly. ln
determining whether on impoirment loss should be recorded in the income stotement,
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the compony mokes judgments os to whether there is ony observoble doto indicoting
thot there is o meosuroble decreose in the estimoted future cosh flows from the
receivobles before o decreose con be identified.
This evidence moy include observoble doto indicoting thot there hos been on odverse
chonge in the poyment stotus of customers or locol economic conditions thot correlote
with defoults on ossets in the compony. Monogement uses estimotes bosed on historicol
loss experience for ossets with credil risk chorocteristics ond objective evidence of
impoirment when scheduling its future cosh flows. The methodology ond ossumptions
used for estimoting both the omount ond timing of future cosh flows ore reviewed
regulorly to reduce ony differences between loss estimotes ond octuol loss experience.

Provisions

Provisions ore recognized when the compony hos o present obligotion (legol or
constructive) os o result of o post event, it is proboble thot on outflow of resources
embodying economic benefits will be required to settle the obligotion ond o relioble
estimote con be mode of the omount of the obligotion.
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6. REVENUE

Locol service fees
Export service fees
Kipevu oilstoroge focillty fees
Penolties on overstoyed product
Penolties from ASE

Penolty lncome from overstoy trucks
KPRL Leose lncome
Liquefied Petroleum Gos Soles
Crude Oil Revenue (EOPS)

7, DIRECT COSTS

Pipeline mointenonce stoff costs
(Note l2)
Depreciotion
Pipeline mointenonce costs
Electricity ond fuel
lnsuronce
Other mointenonce costs
Amortizotion expense

8 OIHER INCOME

Rent income
Hydront lncome
lncome from Colloterol Finoncing
Non-Refu ndo ble Tender Deposits
MTCC /MIOG collections
Loborotory lncome
FOC Leose lncome
lncome from communicotion
equipment
Miscelloneous income
Write-bock of provision (Directors' fees)

26,213,3?4,371 27,987,265,943

2022
Kshs

10,321 ,262,338
12,452,848,364

3,1 85,445,550
104,416,342

1 ,1 70,1 06

12,491,324
44,098,8s3
91,661,393

2021
Kshs

10,499,471,994
12,546,661,521
4,466,053,467

308,33r,090
729,544
34,000

12,589,326
65,112,955
88,283,045

2022
Kshs

3,556,532,740
5,57 5,656,582
2,530,1 10,019
1,822,940,919

206,076,813
99,091 ,445

905,178

2021
Kshs

2,911 ,487,391
s,334,024,279
2,s35,585,O57
1 ,728,354,144

205,334,731
s7,028,598

791,061,995

13,791,313,695 13,562,976,195

108,797,126
83,755,520
89,437,840
3,883, r94

I 48,281 ,l 88
1,332,460

161 ,568,230

177,294
17,571,593
20,s43,032

635,347,479

86,486,411
79,7 67 ,162
5t ,589,227

16,774
83, r 58,603

156,584,792

168,852
12,895,601

470,667,422
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9.

o) INTERESI INCOME
lnterest from commerciol bonks
lnterest on stoff loons

b) FTNANCE COSTS

Loon interest

10. OIHER GAINS & LOSSES

Goin on disposol of PPE

Foreign Exchonge (Loss) /Goin

I l. o) ADMINISIRATTON EXPENSES

Administrotive stoff costs (note l2)
Depreciotion ond Leose Amortizotion
Other office ond generol expenses
Trovelling, mileoge ond entertoinment (note 12)

Advertising ond printing expenses
Corporote Sociol investment
Stoff Troining (note 12)

Rent ond rotes
Consultoncy fees
Telephone ond postoge
Legol ond professionol expenses
Court Awords
Motor vehicle expenses
Buildings repoirs ond mointenonce
Bonk chorges
Penolties & lnterest
Audilors' remunerotion
Direclors Expenses:

Directors' fees/honororio
Boord Retreots ond generol expenses
Sitting / duly ollowonce
Troining expenses
Trovel expenses ond Subsistence ollowonce

2022
77 5,130,094
48.085,548

823,215,642

836,785,562
836,785,562

2021
301,796,304
47,330,646

349,126,950

1,233,864,533
1,233,864,533

2021

(653,926,s4s1
(653,926,545)

2022
12,877,713

551 ,079,925
563,957,638

2022
Kshs

3,322,835,468
1,351,207,257

994,908,874
56,830,542
60,655,087

120,002,748
r42,501,tl8
32,826,145
80.839,656
42,550,809
52,247,219

537,928
60,180,979
12,698,384
13,545,973

12,028,821

6,372,000
1,284,959
6,100,000
3,667,172
5,58r , t 50

6,394,402,287

2021
Kshs

2,962,940,0s4
830,302,750
981,693,422

21 ,539,694
32,203,470
31,324,227
58,318,726
29,041 ,009
48,446,386
35,88r , r 46

368,054,855
307,718,926

54,639,992
5,342,526
8,285,094

38,734,640
9,799,O88

12,960,000
3,856,388

10,487,400
423,911

5,206,776
5,857,200,481
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b) Provision for bod debts

c) Woiver of oging penollies

SIAFF COSTS

2022
Kshs

2022
Kshs

6,046,247,252
419,518,372
507,626,244

3,692,747
50,297,846
20,337,274
36,940,132

3,556,532,740
3,528,127,128

2021
Kshs

2021
Kshs

5,120,773,217
43s,315,800
286,131,9?5

3,459,938
30.534,860
18,202,875
35,417,692

2,911,487,391
3,043,7 58,475

2021
673
717

48
58
44

1,540

976,166,747 5?,089,148

90,972,336 52?,Ul,166

12.

7,084,65?,867 5,955,245,866

Administrotive stoff costs ore Solories ond Woges, inclusive of Group Life ond
MedicolCover, Pension-Compony Contribution, Stoff Welfore, Recruitment Costs,
Subsistence Allowonce, NSSF- Compony Contribution ond Uniforms. The
comporolive yeor figures hove been reclossified to conform to the new reporting
templote. The overoll omounts hove not chonged.

Ihe overoge number of employees of the end of the yeor wos:

Solories ond woges, (inclusive of trovel,
mileoge, stoff troining ond entertoinment)
Group life ond medicol cover
Pension-compony contribution
NSSF-compony contribution
Grotuity Provision
Fringe Benefits Tox
Stoff welfore

Split os follows:
Direct stoff costs (note 7)

Administrotive stoff cost (note I l)

Permonent Monogement
Permonent Unionisoble
Controct Monogers
Allother controct stoff i.e. MTCC, GYM,
Temporory stoff (Relief Drivers)

IOTAT

7,084,659,867 5,955,245,866

2022
674
724

47

112
l4

1,571
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Provision for Leove Poy
Bolonce of beginning of the yeor
Additionol provision of end of yeor
Leove poid out or utilized during the yeor

Bolonce of the end of lhe yeor

I3. PROFIT BEFORE TAX

The profit before tox is orrived of ofter
chorging/ (crediting) :

Stoff costs (notel2)
Depreciotion of property, plont ond
equipment (note l7)
Amortizotion of ossets (note18 & l9)
Provision for bod ond doubtful debts (note
lt(b)
Woiver of oging penolties (note I l(c)
Directors' expenses (note I I (o)

Auditors' remunerotion (note I l(o)
Goin on disposol of property, plont ond
equipment (note 10)

Net foreign exchonge Loss (nole l0)
lnterest receivoble (note 9(o)
lnterest poyoble (note 9(b)
Rent income (note 8)

I4. TAXATION

o) Tox chorge
Current toxotion
Defened tox (Note 29)
Defened tox - OCI
Prior yeor odjustmenl
Totolloxotion chorge

144,653,919 161,553,678

161 ,553,678
69,700,473

(86,600,232)

2022
Kshs

7,084,659,867
6,046,788,340

244,847,872
39,954,097

(123,248,2e2)

2021
Kshs

5,955,245,866
6,041,294,423

880,980,676
97 6,166,7 47

90,972,336
23,005,280
12,028,821

112,877,713)

551 ,079,925

177 5,130,094)
836,785,562

(108,797,126)

914,094,602
59,089,1 48

529,641 ,166
31,974,475
9,799,088

(6s3,926,545)
(301,796,3O4)

r,233,864,533
(86,486,4111

2022
Kshs

3l 5,590,1 60
2,016,081,200

2021
Kshs

162,900,926
5,064,727,377

2,331,771,360 5,227,628,303
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b) Reconciliotion of expected tox bosed on profit before
toxotion lo toxotion chorge

Profit before toxotion
Tox ot the opplicoble rote of 30%
Expenses not deductible for tox purposes
lncome not subject to tox
Effect of chonge in tox rote

6,156,274,502
r,846,882,351

486,680,264
(1,791,2s5)

2022
Kshs

3,824,503,143
18,1 73,300

6,910,363,247
1,900,349,893

488,661,435
(2s4,473,7 s7)
3,093,O90,732

Totolloxolion chorge 2,331,771,360 5,227,628,303

I5. EARNINGS PER SHARE

Eornings per shore is colculoted bosed on the profit ottributoble to shoreholders
divided by the number of ordinory shores in issue.

Diluted eornings per shore is the some os the bosic eornings per shore os there were
no potentiolly dilutive instruments outstonding of the bolonce sheet dote

EARNINGS PER SHARE.BASIC AND D!LUTED

Net Profit After Toxotion
Number of ordinory shores in issue

2021
Kshs

1,682,734,945
18,1 73,300

Eornings Per Shore 210 93

I6. DIVIDENDS PER SHARE

Proposed dividends ore not occounted for until they hove been rotified of the
Annuol Generol Meeting. A speciol dividend of Kshs 8.0 billion wos declored ond
opproved for poyment by shoreholders from the revenue reserves for the finonciol

r ended 30 June 2021

Dividends poyoble to ordinory shoreholders (Ihe Nofiono/Treosury)omounts fo Ksh.8 billion

2020-20212021-2022Porticulors
KshsKshs

8,000,000,000 2,700,000,000At the beginning of the yeor
Additionol declored during the yeor

8,000,000,000 2,200,000,000Poid durinq the yeor
Bolonce of end of the yeor
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KENYA PIPELINE COMPANY TIMITED
REPORTS AND FINANCIAL STATEMENTS FOR THE FINANCIAL ENDED JUNE

30,2022
PROPERTY, PTANI AND EQUIPMENT (CONTINUED)

b) Provision for lmpoirmenl of Asset (tine l)
The first pipeline from Momboso to Noirobi (Line I ) is no longer in use ond plons ore underwoy to
decommission the line. A provision for the impoirment hos been mode for the pipeline ond
reloted equipment os of 30 June 2022, owoiting o comprehensive report from o consultont. This

provision omounts to the NBV of the pipeline ond reloted equipment of Kshs 5,770,462,500.

Detoils of the compony's property, plont ond equipment ond informotion obout foir volue
hierorchy ore os follows:

Level level Level Foir volue os
30 June

123
30 June 2022 Kshs Kshs Kshs Kshs

Buildings ond roods 6,384,099,809 6,384,099,80?
Pipeline, pumps & tonks 62,861 ,27 6,1 63 52,861 ,27 6,1 63
Equipment, furniture ond 13,916,01 1,102 13,916,01 1,102
fittings
Helicopters - - 128,292,500 128,292,500
Motor vehicles & troctors 404,908,544 404,908,544

83,694,031,943 83,694,031,943

30 June 2021
Buildings ond roods
Pipeline, pumps & tonks

Equipment, furniture ond
fittings
Helicopters
Motor vehicles & troctors

be os follows:

ASSET DESCRIPTION

Freehold Lond
Buildings ond Roods
Plont ond Mochinery
Helicopters
Motor Vehicles
Computers & Reloted Equipment
Office Equipment, Furnilure & Fittings
Iotol

cosT

Kshs
4,001,897, r38
9,774,289,383

66,354,637,192
388,83r,318
404,572,746

1,244,303,532
26,340,841,652

108,509,372,961

6,761,402,941
72,147,917 ,419

15,413,592,174

146,620,000
588,57 5,877

ACCUMULATED
DEPRECIATION

Kshs

4,O50,235,790
9,856,617 ,975

388,831,298
241,875,816

1,244,303,512
5,959,684,166

21,741,548.577

6,761,402,941
72,147 ,917 ,419

15,413,592,174

146,620,O0O
s88,s75,877

NBV

Kshs
4,001,897,138
5,723,969,760

56,498,019,217
20

162,296,929
20

20,381 ,157 ,487
86,767,340,571

95,058,108,410 95,058,108,410

lf the property, plont ond equipment were stoted on the historicol cost bosis, the omounts would
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Property plont ond Equipment includes the following ossets thot ore fully deprecioted

Cosl

Buildings & Roods
Pipeline, Pumps & Tonks
Equipment, Furniture & Fittings
Motor Vehicles & Troctors
lntongible ossets

209,271,365
24,690,049

2,674,239,651
19,765,982

343,566,282

Normol
Depreciotion
4,185,427

987,602
267,423,965

4,941,496
114,522,094

Depreciotion chorge hos been spilt between odminislrotive ond direcl costs os follows:

2022
Kshs

Totol depreciotion os per property, plont &
equipment (note l7)

Direct costs (note Z)

Administrotive costs

I8. I.EASEHOLD IAND

COST\VALUATION

1 July
Revolued cost
As of 30 June
AMORTIZATION

I July
Chorge for the yeor
30 June

6,046,788,340 6,041,294,423

6,046,788,340 6,041,294,423

5,57s,656,s82
471,131,758

2021
Kshs

5,334,024,279
707 ,270,144

2021
Kshs

16,225,564,711
4,580,000,000

20,805,564,711

(523,3e8, r5s)
(8s0,8r0,458)

(1,374,208,613)

2022
Kshs

20,805,564,711

20,80s,564,711

(1,374,208,607)
(850,808,22r)

(2,225,017,328)

NET BOOK VALUE 1 8,580,547,383 I 9,431 ,356,105

Poyments to ocquire leosehold interests in lond ore treoted os prepoid leose rentols ond
omortized over the term of the leose. Leosehold lond is held of voluotion ond cotegorized
under level 3 of the foir volue hierorchy.
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lncluded under leosehold lond is lond volued of Kshs 5,306,734,993 reloting to the JKIA

Embokosi Depot whose title is held under the Kenyo Airports Authority (KAA). KPC is pursuing

o seporote title.

lg.INTANGIBIE ASSETS

COST
I July
Additions

30 June

AMORTIZATION
I July
Chorge for the yeor

746,500 Ordinory Shores of Kshs.2O eoch
2,605,000 preference shores of Kshs.2O eoch
lmpoirment chorge on Consolidoted Bonk of
Kenyo Limited preference shores

1,920,03?,4?8 1,896,584,118

2022
Kshs

r,896,584,r18
23,455,380

1,866,275,248
30,171,955

2021
Kshs.

1,896,584,r 8

1,802,991,104
63,284,143

lnlongible ossets comprise cost of purchosed computer softwore. Computer softwore costs ore
omortized over 3 yeors.

20. INVESIMENTS - ot cost
2022 2021
Kshs Kshs

Unquoted investmenfs
Consolidoted Bonk of Kenyo Limited 57,030,000 57,030,000
lmpoirment chorge on Consolidoted Bonk of (30,725,6411 (30,725,641)
Kenyo Limited preference shores

30 June 1,896,447,203 1,866,275,248

NEI BOOK VATUE 23,592,295 30,308,870

Petroleum lnstitute of Eost Africo
36,304,359

2,O00

36,306,359 36,306,359

Defor/s of the investmenf in Consolidoted Bonk of Kenyo Limited ore shown below:

36,304,359
2.000

r4,930,000 14,930,000
52, r 00,000 52,1 00,000

130,72s,641) (30,72s,641)

36,304.359 36,304,359

Poge 85 of I 15



KENYA PIPELINE COMPANY LIMITED

REPORTS AND FINANCIAL STATEMENTS FOR THE FINANCIAL ENDED JUNE
30,2022

The investment in the Petroleum lnstitute of Eost Africo comprises one closs "A"
Redeemoble Preference shore of Kshs.2,000. The investments ore stoted of cost os foir
volue connot be reliobly determined.

21. REIIREMENT BENEFITS

o) Notionol Sociol Security Fund

This is o stotutory defined contribution pension scheme in which both the employer ond
employee contribute equol omounts. The omount contributed during the yeor hos been
chorged to the profit or loss for the yeor.

b) Defined Benefit Scheme (Closed)

The compony did not moke ony contributions to the scheme in the yeor (2020 - nil). An
octuoriol voluotion of the scheme's ossets ond the present volue of the defined benefits
obligotion os of 30 June 2021 wos corried out in August 2021 by the scheme's ocluories,
Octogon Africo Actuories for the purpose of preporing IAS l9 Disclosures. The voluotion
included prior yeor disclosures hence FY 2020 comporotive figures ore provided in this note.

Amendments to the Retirement Benefit Regulotions were onnounced by the Cobinet
Secretory, Nolionol Treosury, in the Finonce Act 2015. This reloted to o clorificotion on the
distribution of surplus on wind up of o defined benefil scheme. The regulotions provide for on
equol shoring of surplus between members ond the scheme sponsor upon wind up of o
scheme. As o result of these chonge, on osset ceiling hos been opplied to limit the defined
benefit osset lo 50% of the surplus, which is the moximum ovoiloble to the sponsor in the event
the scheme is wound up. The principol ossumptions used for the purpose of the octuoriol
voluotion in 2021 were os follows:

b) Defined Benefit Scheme (Closed) (Continued)
Porticulors 2022
Discount rote(s) 13.3%
Future solory increoses 5.0%
Future pension increoses 0.0%
Morlolity (pre-retirement) A1949-1952
Mortolity (post-retirement) o (55) m/f

At roles consislenl
with similor

orrongements
Withdrowols At rotes consistent

with similor
orrongements

lll heolth 50% ot 55 ond l0O%

of 60 yeors

2021
13.9%
s.o%
o.o%

A1949-1952
o (55) m/f

At rotes consistent
with similor

orrongements
At rotes consistent

with similor
orrongements
50% ol 55 ond

100%
50 yeorsRetirement oge
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The omount recognized in fhe stotement of profif or /oss ond other comprehensive
income h respecf of fhese defined benefit plon ore os fol/ows:

Porliculors

Totolservice cost

lnterest costs:
lnterest cost on defined benefit obligotion
lnterest income on plon ossets
lnterest on the effect of the osset ceiling

Net interest income

Components of defined benefits plon
recognized in profit or loss

Actuoriol goin obligotion
Return on plon ossets (excluding omount in
interest cost)
Chonge in effect of osset ceiling (excluding
omount in interest cost)

Components of defined benefits plon
recognized in other
comprehensive income

(172,027,?11) (172,027,911)

(124,011,s46) (124,011,s46)

2022
Kshs

48,015,355

780,214,291
(r ,082,830,300)

r30,588,098

2021
Kshs

48,015,355

780,214,291
(r ,082,830,300)

130,588,098

lt 43,664,297)
353,985,1 05

(143,664,297)
353,985,105

1,199,317,970 t,199.317,970

1 ,409,638,779 1 ,409,638,779

The omount included in the stofemenf of finoncio/posifion orising from the entity's
obligotion rn respecf of ils defined benefit p/ons is os fo//ows:

Porticulors 2022 2021
Kshs Kshs

Present volue of funded defined benefit
obligotion
Foir volue of plon ossets
Effect of osset ceiling

5,978,782,568
(8, r33,e85,0e9)

2, r55,203,53r

5,978,782,568
(8, r 3s,985,09e)

2, r 55,203,531

Present volue of defined benefit osset

Ihe reconciliotion of the omounf included in the stofemenl of finonciolposition is os
fo//ows:
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Porliculors

Net osset of the stort of the yeor
Net income recognized in the
income stotement
Employer contributions
Amount recognized in other
comprehensive income

Present volue of overfunded
defined benefit osset

2022
Kshs

(1,285,627,233)

(124,011,546)

(1 ,409,638,779)

2021
Kshs

(1,28s,627,233)

(124,011,546)

(t ,409,638,779)

2021
Kshs

5,835,855,968
48,0r6,365

780,214,219

110,27 6,497
(253,e40,794)
(541 ,639,7 58)

5,978,782,568

Movements in fhe present volue of the defined
benefit obligotion in the cunent yeor were os fol/ows:

Porticulors

Opening defined benefit obligotion
Current service cost
lnterest cost
Contributions from plon porticiponts
Actuoriol goin due to chonge
in ossumptions
Actuoriol goin due lo experience
Benefits poid

Closing defined benefit obligotion

Porticulors

Opening foir volue of plon ossets
lnterest income on plon ossets

Contributions from the employer
Employee conlributions

Benefits poid
Return on plon ossets

2022
Kshs

5,835,855.958
48,015.355

780,214,21?

110,27 6,497
(2s3,e40,794)
(541 ,639,758)

5,978,782,568

2022
Kshs

(8,060,96s,923)
(1,018,7es,042)

541 ,639,7 58

468,170,366

2021

Kshs
(8,060,96s,923)
(1,018,7es,042)

541 ,639,7 58
468,170,366

(8, r 33,e85,0ee) (8, r 33,e86,oee)Closing foir volue of plon ossefs
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The foir volue of fhe p/on ossets of the end of the reporting period for eoch cotegory ore os
follows:

Porticulors 2021 2O2O
Kshs Kshs

Equity instruments I ,722,454,722 1,722,464,722
Debt instruments 3,945,065,494 3,945,065,494
Property 2,236,592,730 2,236,592,730
Coll ond fixed deposit 194,442,101 194,442,101

IotolScheme (Assets) 8,r 33,986,09? 8,133,986,099

c) Defined Contribution Scheme:

Contributions to the Kenyo Pipeline Compony Stoff Retirement Benefits Scheme ore ot
7 5%ond 15%from employee ond employerrespectively from July 2019. The compony's
liobility is limited to ony unpoid contributions.

INVENTOR!ES
Porticulors

22.

23.

Spore ports ond consumobles
Provision for obsolete stocks
Provision for Slock (HPV)

IRADE AND OTHER RECEIVABLES

Porticulors

Trode receivobles
Stoff loons ond odvonces
VAT recoveroble
With-holding tox receivoble
Prepoid construction costs
Prepoid expenses
Refundoble deposits
Other debtors

Provision for bod ond doubtful
debts

2,343,922,?5? 2,608,031,945

2022
Kshs

2,428,756,401
(82,3s7,419)

(2,476,023)

2022
Kshs

10.065,17 5,278
1 ,770,135,850
1,744,055,338

89,369,052
r06,656,301

1,088,946,759
9,477,446

3,104,510,456

17,978,326,480
(6,537,035, r 88)

2021
Kshs

2,695,875,520
(79,731 ,8441
(8,ilr,73r)

2021
Kshs

9,762,372,383
1,737,480,261
2,029,844,280

ss, r I 8.506
106,656,30r
949,551 ,O42

9,477,446
2,839,146,709

17 ,489,646,929
(s,212,2e2,es7)

12,277,353,97311,441 ,291,292
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Porliculors

Recoveroble os follows:
Current Assels:
Within one yeor
Non-currenl Assels:
After one yeor -stoff loons-
Long-term Receivobles

Porliculors

Less thon 30 doys
Between 30 ond 60 doys
Between 6l ond 90 doys
Between 9l ond 120 doys
Over 120 doys

b Provision for Bod & Doubtful Debts

24. CASH AND SHORI.IERM DEPOSITS

o) Shorl lerm Deposils

8,299,164,842 9,r 60,335,600

' : _o: :='=Y::' 1:!!! :1=Y',=',=

The omounts recoveroble ofter one yeor relote to stoff loons ond odvonces ond o long-
term receivoble in respect of KPRL copitol expenditure.

Ageing onolysis of the Trode receivobles wos os follows

2022
Kshs

r ,438,100,435
1,704,026,015

2022
Kshs.

2021
Kshs

1,416,163,142
r.200,855,23r

2022
Kshs

2,365,428,549
1,284,157,695

119,129,164
298,743,388

5,997,716,481
10,065,175,278

2021
Kshs

3.043.084,410
21 ,570,515

162,194,546
119,562,378

6,415,960,533
?,762,372,383

2021
Kshs.

Fixed deposits 7 ,786,148,607 7 ,086,097 ,763

The fixed deposits hove o tenor of 3 months ond the effeciive interest rote in the yeor wos
9.25% p.o. (2021 - 9.25%).

TololDescriplion
Specilic

Provisions
Genero!

Provisions
Olher

Provisions
KshsKshs Kshs Kshs

5,203,594,814 7 ,011 ,917 1,686,226 5,212,292,957
Bolonce of the beginning of
the yeor

991 .863.001Additionol Provisions 941,341,586 28,444,728 22,O76,686

332,879,231 332,879,231Chonge due to Forex
Voluotion

35,456,645 23,762,911 6,537,035,r 88Bolonce of the end of the
yeor 6,477,815,631
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FIXED DEPOSIT AS AI JUNE 30, 2022

Bonk nome
NCBA
Equity Bonk
Cooperotive Bonk

Amounl
4,369,806,528
2,136,262,035
| ,280,079,161
7,786,148,607

Accounl No

094801 t 697
6634970017
6634970025
104023872500
8704023872500
r 00000534425
I 00000681 347
104052002
104052029
1136028439200
2120028439200
560291247368
56026\355277
I 1 08981 051

lnteresl role
9.00%
9s0%
9.25%
9.25%

2022

Kshs
216,519

416,421,317
1,015,112,413

143,417 ,0s7
539.205,r 30
177,823,8ss
79,934,514
71,225,159
36,885,3r5
46,642,403
20,290,s31
28,952,278
2,3r0,305

32,001,476
2,778,473

l.
2.
3.
4.
5.
6.
7.

8.
9.

10.
11.

12.
13.
14.
15.

b) Bonk ond Cosh Bolonces
Porticulors

ABSA Bonk Kenyo Plc
NCBA Bonk Kenyo (Kshs)

NCBA Bonk Kenyo (USD)

Stondord Bonk (Kshs)

Stondord Bonk (USD)

Stonbic Bonk (Kshs)

Stonbic Bonk (USD)

Citibonk (Kshs)

Citibonk (USD)

Coop-Bonk
Coop-Bonk (USD)

Equity Bonk (Kshs)

Equity Bonk (USD)

Kenyo Commerciol Bonk
Petty Cosh

2021

Kshs

444,876,313
671 ,t 69 ,492
88,318,852

517,293,668
26,219,796

r 93.1 67,088
135,758,879
306,315,360

11,256,191
18,585,276
26,630,779
19,924,246

742,765
1,896,055

2,614,218,743 2,462,1s4,764

25. Toxotion (recoveroble)/poyoble
Porliculors

Bolonce brought forword
Chorge for lhe yeor (note l4(o))
lnstollment tox poyments in the yeor
Bolonce of FY 2021 tox poid
Withholding tox poid on rent income
Advonce lox poid
Tox over-provision 2021
Withholding tox poid on interest income

2022
Kshs

(888,r1s,224)
315,590.160

(.l 03,335,300)

(26,813,67s\
(734,6101

2021
Kshs

(826,808, r05)
162,900,926

(148,998,642)
27,230,663

(252,s70)

(108,8es,2781 (52,187,49s)

(812,204,?27) (888,115,224)
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26. SHARE CAPITAT
Porticulors 2022

Kshs.

387,391,600

2021
Kshs.

387,391,600
Authorized:
19,369,580 Ordinory Shores of Kshs.2O

eoch

lssued ond fully poid:
l8,l 23,300 Ordinory Shores of Kshs.20
eoch

Porficulors

Deferred tox liobility
Acceleroted copitol ollowonces
Deferred tox on revoluotion surplus

Defened tox on Property Plont & Equipment
Deferred tox chorge to Equity

Unreolized exchonge goins

27. REVATUAIION RESERVE

The revoluotion reserve relotes to the revoluotion of certoin items of property, plont ond
equipment. As indicoted in the Stotement of Chonges in Equity, this is stoted ofter tronsfer of
excess depreciotion net of reloted deferred tox to retoined eornings. Revoluotion surpluses ore
not distributoble.

ln June 2019, the compony controcted on independent voluer M/S SEC & M Co. Limited to
corry out voluotion of its Lond ond Property, Plont ond Equipment. These revolued omounts
were odopted on June 30,2021.

28. RETAINED EARNINGS

The retoined eornings represent omount ovoiloble for distribution to the Compony's
shoreholders. Undistributed retoined eornings ore retoined to finonce the compony's business
octivities.

29, DEFERRED TAX IIABITIIY

Defened toxes ore colculoted on oll temporory differences under the liobility method using
lhe opplicoble rote, currently ot 3O%. The moke-up of the defened tox liobilities in the yeor
ond the movement on the defened tox occount during the yeor ore presented below:

363,466,007 363,466,007

2021
Kshs.

21,538,318,269

3,258,525,170

5,149,765
(28,390,487)

24,773,602,718

2022
Kshs.

18,047,898,336

3,936,31 4,120

266,729,552
22,250,942,OO8
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Deferred lox ossets
Provisions
Defened tox on Un-reolized exchonge loss

Defened tox on tox losses

Retirement Benefit - OCI

Net deferred lox liobility

The movement in Deferred Tox wos os follows:
At I July (os previously reported)
Defened tox chorge to Profil or Loss (Note 14)

Defened tox chorge to equity
Defened tox - Retirement Benefit Obligotion o/c
At the end of the yeor

30. TRADE AND OTHER PAYABLES
Porliculors

Trode poyobles
Other poyobles
Cotering, troining &tourism
development levy
Leove poy provision
Withholding iox poyoble

3I. IONG IERM IOAN
Porticulors

(o)Syndicoled Loon (Long Term
Portion)

(b) Syndicoted Loon (Current
Portion)

EXTERNAT BORROWINGS
Porliculors

Bolonce of beginning of yeor
Borrowings during the yeor
Loon odjustment

20,088,627,464 19,803,685,015

(1,678,727,110l,

(483,587,435)

(2,162,314,544)
20,088,627,464

r9,803,68s,0.l 5

2,061,081,200
(t ,731, r38,7s0)

(i,39r,600,0ss)
(17 6,668,656)

(3,401 ,648,994)

(4,969,917,703)
I 9,803,685,015

14,570,735,7 62
5,064,727 ,37 6

168,221,877

2021
Kshs

1 ,647,313,632
2,764,251,869

68,039

161 ,553,678
19,415,359

2021
Kshs

2021
Kshs

22,267,876,074

899,926,3ss
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2022
Kshs

951,098,764
2,547,434,824

144,653,919
19,697,574

2022
Kshs

3,662,885,082 4,592,602,577

r0,098,825,0s0 13,864,936,579

5,049,420,250 4,621,645,527

2022
Kshs

18,486,582,106

1,532,765,290
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Repoyments during the yeor
Bolonce ol lhe end of lhe yeor

Bonk

I NCBA
2 Citibonk N.A.

3 Stonbic Bonk
4 Stondord Chortered Bonk
5 Rond Merchont Bonk:

5 Co-operotive Bonk of Kenyo
IOIAT

(4,871, r0r,097)
15,148,246,301

(4,681,220,32s)
18,486,582,106

The long-term loon represents loon drowdowns on o United Stotes Dollor 350 million Focility
Agreement signed on l5th July 2015 between KPC ond o consortium of the following six

bonks:

Undenrritten
Amounl USD

58,333,333
58,333,333
58,333,333
58,333,333
58,333,333
58,333,333

350,000,000

Drown-down
USD

57,950,846
57,950,846
57,950,846
57,950,846
57,950,846
s7,950,846

347,705,076

The loon wos for finoncing the construction of o 2O-inch pipeline ond reloted focilities
between Momboso ond Noirobi.

The loon focility hod on ovoilobility period of 2 yeors ond is repoyoble in 33 quorterly
instolments from June 2017 ond is secured with receivobles from the top 14 Oil Morketing
Componies. lnterest on the loon is of USD 3-month LIBOR plus o morgin of 45%p.o.

DIV!DENDS PAYABLE
The bolonce of dividends poyoble relotes to uncloimed dividends. poyoble to different
shoreholders. The ore no bolonces in this finonciolyeor.

33. PROVTSIONS

32.

at!!PtrJ

Bonus
Provision

Grotuity
provisions

Stoff
debtors

orovisions
Description

Long
service
leove

KShs KShs KShs KShs

Bolonce ol the beqinninq of the yeor 161,553,678 411,545,757 46,330,987 1,686,226
Additionol Provisions 69.700,473 168,229,216 50,297,846 22,076,686
Provision utilized t86,600,2321 (l,830,358) (88,430,590)

r44.653.919 579.774.?73 94.798.475 23.762.911Bolonce of the end of the yeor

o Provisions on Benefits

Totol

KShs

998707
456303

?21
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NOIES TO THE SIAIEMENI OF CASH TTOWS

Porticulors 2022
Kshs.

o) Reconciliotion of operoting profit to cosh generoted
from operotions

Profit before tox 6,156,274,502
Adjuslmenfs for:
Depreciotion (note l7) 6,046,788,340
Provision for stolled projects
Amortizotion of leosehold lond (note l8) 850,810,457
Amortizotion of intongible ossets (note l9) 30,1 71,955

Movement in RB osset (note 2l (b))
Provision for bod debt 1,067,139,083
Provision f or stolled projects 7l ,01 I , I 05
Adjustment of Accruols ond debit bolonces (506,722,886)
Provision for stock obsolescence 2,625,575
Loss/(goin) on disposol of property, plont ond
equipment (note l0) (12,877,713)
lnterest income (note 8(o)) (823,215,642)
lnterest expense (note 8(b)) 836,785,562
Operoting profit before working copitol
chonges 13'718'790'340

261,483,411

1227,eos,61e)
(912,817,736)

(16,899,7 s9)
1,532,765,290

14,355,415,927

18,486,582,107
(4,871,101,097
1,532,765,290

15,148,246,301

7 ,786,148,607
2,614,218,743

"f=T:i,:::

2021
Kshs.

6,910,363,247

6,O41,294,422

850,8r0,459
63,284,143

(124,01t ,s46)

(701,973,002)

(349,126,9s0)
r,233,864,533

13,924,505,306

(425,797,e22)
(230,26s,432)

176,829,515
(83,294,19s)
899,926,355
161,720,002

14,423,623,649

22,267,876,074
(4,681,220,323)

899,926,355
18,486,582,107

7,086,097,763
2,462,154,764
9,548,252,528

lncreose in inventories
lncreose in trode ond olher receivobles
(Decreose)/increose in trode ond other poyobles
lncreose/(decreose) in provision for stoff leove poy
lncreose/(decreose) in Loon odjustment
Movement in fixed ossets provisions

Cosh generoted from operotions

b) Anolysis of chonges in loons
Bolonce of the beginning of the
Repoyments during the yeor
Foreign exchonge goins/losses
Bolonce ol end of the yeor

c) Anolysis of cosh ond cosh equivolenls
Short term deposits (note 24(ol
Bonk ond cosh bolonces

d) Anolysis of inlerest poid:
lnterest on loons
lnterest on bonk overdrofts
Bolonce of the beginning of the yeor
Bolonce of the end of the yeor

836,785,562 1,233,864,533

836,78s,562 1,233,864,533

836,735,562 1,233,864,s33lnterest poid
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Porticulors 2022
Kshs.

2021
Kshs.

e) Anolysis of dividend poid

Bolonce of beginning of the yeor
2020 dividends poid
2021 interim dividends poid
Bolonce of end of the yeor
Dividend poid

8,000,000,000 2,700,000,000

g,OOO,OOO,OOO 2,700,000,000

35. RETATED PARIIES

The Government of Kenyo is the principol shoreholder of the Kenyo Pipeline Compony Limited,
holding 100% of the compony's equity interest. The Government of Kenyo hos provided full
guorontees to oll long-term lenders of the entity, both domestic ond externol.

Other reloted porties include

o) Ministry of Energy
b) Ministry of Petroleum & Mining
c) Notionol Oil Corporotion of Kenyo
d) Kenyo Power & Lighting Compony
e) Key monogement
f) Boord of directors

Tronsoctions with reloted porties include

(o) Soles to reloled porty

Services provided to Notionol Oil Corporotion (K)

(b) Expenses incurred on beholf of reloted porlies
Services received from Kenyo Power & Lighting
Services received from Ministry of Energy

(c) Due lo reloted porty
Deferred lncome from Ministry of Petroleum

& Mining - LPG Project

(d) Key monogement compensotion
CEO solories ond benefits
Key Monogement solories ond benefits

80,000,000 80,000,000

2022
Kshs

222,2?4,877

2021
Kshs

320,889,817

1,724,622,239
384,000,000

:-l!!:2!-:-'i=!

I ,81 6,1 30,640
384,000,000

=?l1Y::

13,229,901
278,444,O24
291,673,925

12,900,600
263,829,980
276,730,580
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Directors Expenses: (note 1 1(o)

- Fees & incentives
- Boord Retreots ond generol
- Sitting /duty ollowonce
- Troining expenses
- Trovel expenses ond Subsistence

FUTURE RENTAI. COMMITMENTS UNDER OPERAIING TEASES

Porticulors

The compony os o /essor
Within one yeor
ln the second to fifth yeor inclusive

Porliculors

Ihe compony os o /essee:
Within one yeor
ln the second to fifth yeor inclusive

23,005,280 31,?74,475

6,372,000
1,284,959

5,100.000

3,667,172
5,581,150

r2,000,000

3,855,388
10,487,400

423,?11

5,206,776

2021
Kshs

86,486,411
345,945,643

2021
Kshs

1 ,17 5,547,097
4,702,188,390

36.

37

2022
Kshs

108,797,126
435. r 88,505

_'_11i:1i:1 =-1'=',i:i1,:::
The leose rentol income eorned during the yeor in respect of compony's property
omounted to Kshs 109 million (2020 - Kshs 87 million).

2022
Kshs

r,3.l3,33s,07s
5,253,340,296

6,566,675,370 5,877,735,487

The totol rentol expense incurred during the yeor omounted to Kshs I.3 billlon (2021 - Kshs. 1.2
bitlion).

CONTINGENT TIABITIIIES
Porliculors 2021

Kshs

Pending lowsuits
Guorontees ond letters of credit

2022
Kshs

21,213,920,267
88.070,852

3,99s,332,537
95,570,852

21,30r.991,1 r 9 4,090,903,389

Pending lowsuits relote to civil suits lodged ogoinst the compony by vorious porties
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38. FUEI STOCKS

Fuelstocks belong to the OilMorketing Componies (OMCs) os perTronsportotion ond Storoge
Agreement signed between the Kenyo Pipeline Compony Limited ond the OMCs. Fuelstocks
ore therefore not included in the finonciolstotements. As of 30 June 2022the compony held
467,947.37m3 (2021 - 571,348ms) third porty fuel stocks with o Hydro-Corbon Volue (HCV) of
Ks hs. 53,85 2,9 1 7,02? (2021 - Ks h s. 3O,3 57,26 6,044).

39. CAPIIAT COMMIIMENI
2022
Kshs

7,667,242,345

2021
Kshs

3,721,085,244Amounts Authorized
Iess:
Amounts incurred ond included in work-in-progress 717 ,925,143 371 ,029,510

The obove omounts ore included in the opproved budget for the yeor.

40. FINANCIAT RISK MANAGEMENT

The compony's octivities expose it lo o voriety of finonciolrisks ond those octivities involve the
onolysis, evoluotion, occeptonce ond monogement of some degree of risk or combinotion of
risks. Toking risk is core to the compony's business ond operotionol risks ore on inevitoble
consequence of being in business. The compony's oim is therefore to ochieve on oppropriote
bolonce between risk ond return ond minimize potentiol odverse effects on its finonciol
performonce. The key types of risks include:

Morket risk - includes currency ond interest rote risk

Credit risk
Liquidity risk

Copitol risk

The compony's overollrisk monogement progrom focuses on the unpredictobility of chonges
in the business environment ond seeks to minimize potentiolodverse effects of such risks on its
finonciol performonce within the options ovoiloble by setting occeptoble levels of risks.

The boord of directors hos overoll responsibility for the estoblishment ond oversight of the
compony's risk monogement fromework.

The compony's treosury function provides services to the business, co-ordinotes occess to
domestic finonciol morkets, monitors ond monoges the finonciolrisks reloting to the operotions
of the compony.

Complionce with policies ond exposure limits is reviewed by the internol ouditors on o
continuous bosis.

a
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The compony's treosury function, heoded by the chief occountont - finonce ond reporting to
the Finonce Monoger, develops ond monitors risks ond policies implemented to mitigote risk
exposures.

o) Morkel risk

The octivities of the compony expose it primorily to the finonciol risks of chonges in foreign
cunency exchonge rotes ond interest rotes. There hos been no chonge to the compony's
exposure to morket risks or the woy it monoges ond meosures the risk.

Morket risk is the risk orising from chonges in morket prices, such os interest rote, equity prices
ond foreign exchonge rotes which will offect the compony's income or the volue of its holding
of finonciolinstruments. The objective of morket risk monogement is to monoge ond control
morket risk exposures within occeptoble porometers, while optimizing the return. Overoll
responsibility for monoging morket risk rests with the Audit ond Risk Monogement Committee.

(i) Foreign Currency Risk Monogemenl

Exposure to exchonge rote fluctuotions orising from internotionol troding commitments is

minimized by utilizing foreign currency reseryes to settle moturing obligotions. Revenue is

spreod on o 50-50 bosis in locol ond foreign currencies (USD). As of end of the yeor, the
corrying omounts of the compony's foreign currency denominoted monetory ossets
ond monetory liobilities ore os follows:

GBP
Kshs

EUR

Kshs
CAD
Kshs

ZAR
Kshs

USD
Kshs

1,694,740,208
5,794,722,885

At30 June2022
Finonciolossels
Bonk ond cosh bolonces
Short term deposils
Trode receivobles 6,1 31 898,307

13,621,361,400
Finonciol liobilities
Trode poyobles
Long Term Loon

(6e,sel ,178) (33r ,000, r s9) 609,177 ,579
(l 0,098,826,0491

Net exposure (1,156,8t7) (331,000,13?) (?,48?,648,470)

GBP
Kshs

EUR

Kshs
CAD
Kshs

ZAR
Kshs

USD

Kshs

1,726,455,130

3,607,649,942
6,852,352,122

At 30 June 2021
Finonciolossets
Bonk ond cosh bolonces
Short term deposits
Trode receivobles

12,186,457,194
Finonciol liobilities
Trode poyobles (42,0s3,3121 (384,678,7841 2,28e,677,6e2
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Long Term Loon (r8,486,s82, r05)
(42,053,312) (384,678,784) (I6,196,904,414)

(ii) Foreign Currency Sensilivity Anolysis

The moin currency exposure thot the compony is exposed to relotes to the fluctuotion of the
Kenyo Shillings exchonge rotes with the US Dollor ond Euro currencies.

The toble below detoils the compony's sensitivity to o 1O% increose ond decreose in the Kenyo
shilling ogoinst the relevont foreign currencies. The sensitivity onolysis includes only the
outstonding foreign currency denominoted monetory items ond odjusts theirtronslotion of the
period end for o 1O% chonge in foreign currency rotes. A positive number below indicotes on
increose in profit ond other equity where the Kenyo shilling strengthens 1O% ogoinst the
relevont currency. For o weokening shilling ogoinst the relevont currency, there would be on
equol opposite impoct on the profit ond other equity, ond the bolonces below would be
negotive.

2022 2021
Kshs Kshs

Efiect on Profil Etfecl on Equity Eflecl on Profil Etfecl on Equity
Currency - GB pounds
+ l0 percenloge point movement (69,591,178) (48,713,825) (4,205,331 ) (2,943,732)
- l0 percentoge point movement 69,591,178 48,713,825 4,205,331 2,943,732

Currency - Euro

+ l0 percentoge point movement (331,000,139) (231,700,097) (38,467,878) (26,927,5151

- 10 percentoge point movement 331,000,139 231,700,097 38,467,878 26,927,515
Currency - US dollors
+ l0 percentoge point movement 413,104,028 289,172,820 228,967,769 160,277,438
- l0 percentoge point movement (413,104,028) (289,\72,820) (228,967,769) (160,277,4381

Currency - CAD
+ l0 percentoge point movement
- 10 percentoge point movement
Currency - ZAR
+ l0 percentoge point movement (50,122) (35,085)

- 10 percentoge point movemenl 50,122 35,085
Currency - HKD
+ l0 percentoge point movement
- l0 percentoge point movement

The US Dollor impoct is moinly ottributed to the exposure on oulstonding US Dollor receivobles
of yeor end while the Euro impoct orises from the exposure on outstonding poyobles of the
yeor end.

The sensitivity onolysis is unrepresentotive of the inherent foreign exchonge risk os the yeor end
exposure does not reflect the exposure during the yeor.
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(iii) lnterest Risk Monogement

lnterest rote risk is the risk thot the entity's finonciol condition moy be odversely offected os o
result of chonges in interest rote levels. The compony's interest rote risk orises from bonk
deposits. This exposes the compony to cosh flow interest rote risk. The interest rote risk exposure
orises moinly from interest rote movements on the compony's deposits.

Monogement of interest role risk
To monoge the interest rote risk, monogement hos endeovored to bonk with institutions thot
offer fovoroble interest rotes.

Sensitivity onolysis
The entity onolyses its interest rote exposure on o dynomic bosis by conducting o sensitivity
onolysis. This involves determining the impoct on profit or loss of defined rote shifts. The
sensitivily onolysis for interest rote risk ossumes thot oll other voriobles, in porticulor foreign
exchonge rotes, remoin constont. The onolysis hos been performed on the some bosis os the
prior yeor.

Using the end of the yeor figures, the sensitivity onolysis indicotes the impoct on the stotement
of comprehensive income if cunent flooting interest rotes increose/decreose by one
percentoge point os o decreose/increose of Kshs.8,367,856 (2021: Kshs..l2,338,6451. A rote
increose/decreose of 5% would result in o decreose/increose in profit before tox of Kshs.

41,839,278 (20 I 8 -Kshs.6 1,693,227 ) .

b) Credit Risk Monogement

Credit risk refers to the risk of finonciol loss to the compony orising from o defoult by
counterporty on its controctuol obligotions. The compony's policy requires thot it deols only
with creditworthy counterporties ond obtoining sufficient colloterol, where oppropriote, os o
meons of mitigoting the risk of finonciol loss from defoults. The compony olso uses other publicly
ovoiloble finonciol informotion ond its own troding records to rote its mojor customers. The
compony's exposure ond the credit rotings of its counterporties ore continuously monitored,
ond the oggregote volue of tronsoctions concluded is spreod omongsl opproved
counterporties. Credit exposure is controlled by counterporty limits thot ore reviewed ond
opproved by debt control unil.

Trode receivobles consist of mojor ployers in the petroleum oil industry. Ongoing credit
evoluotion is performed on the finonciol condition of occounts receivoble ond where
oppropriote; credit guorontee is requested.

The compony's moximum exposure to credit risk os of 30 June 2022 is onolyzed in the toble
below:
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Porliculors

Trode Receivobles
Other Receivobles
Bonk Bolonces
Short Term Deposits

Fully Performing
Kshs

2,745,103,025
r0,833,080

2,614,218,743
7,786,148,607

Post Due
Kshs

5,574,982,224
1 ,142,296,624

lmpoired
Kshs

5,3s6,268,195
997,830,035

Gross Totol
Kshs

13,676,353,444
2,150,959,739
2,614,218,743
7,786,148,607

13,156,303,455 6,617,278,848 6,354,098,230 26,227,680,533

The compony's moximum exposure to credit risk os of 30 June 2021 is onolyzed in the toble
below:

Porticulors Fully Performing Posl Due lmpoired Gross loto!
Kshs Kshs Kshs Kshs

Trode Receivobles 3,043,084,410 6,130,557,660 588,730,313 9,762,372,383

Other Receivobles 18,672,080 972,154,790 - 990,826,870

Bonk Bolonces 2,462,154,764 2,462,154,764

Short Term Deposits 7,086,097,763 7,086,097,763

12,610,009,017 7,102,712,450 588,730,313 20,301,451,780

The defoult risk on the customers under the fully performing cotegory is very low os they ore
octive in poying their debts os they continue troding. Ihe post due omounts hove not been
provided for becouse monogement ond the boord believe the omounts ore recoveroble.

c) Liquidity Risk Monogement

Liquidity risk is lhe risk thot the compony will not be oble to meet its finonciol obligotions os they
foll due. The compony's opprooch to monoging liquidity is to ensure, os for os possible, thot it

will olwoys hove sufficient liquidity lo meet its liobilities when due, under both normol ond
stressed conditions, without incurring unocceptoble losses orrisking domoge to the compony's
reputotion.

The compony monoges liquidity risk by mointoining odequote reserves ond bonking focilities
by continuously monitoring forecost ond octuolcosh flows ond motching the moturity profiles
of finonciol ossets ond liobilities.

The toble below onolyses the compony's finonciol liobilities thot will be settled on o net bosis
into relevont moturity groupings bosed on the remoining period of the reporting dote to the
controcluol moturity dote.
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Porticulors

At30 June2022:

Due to reloted porties
Trode poyobles
Other poyobles ond occruols

At 30 June 2021:
Due to reloted porties
Trode poyobles
Other poyobles & occruols

Within l2 months

Kshs.

Over 12 monlhs

Kshs

Iotol

Kshs

80,000,000
951,098,764

2,711,786,318
3,742,885,082

80,000,000
1,647,313,632
2,8s6,331,491
4,583,645,123

2021

Kshs

23,614,175,327
74,553,065,574

875,754,923
99,042,995,824

18,486,582,106
(9,s48,2s2,528)

8,938,329,578
9%

951,098,764
2,711,786,318
3,662,885,082

1 ,647,313,632
2,8s6,331,491
4,503,645,123

80,000.000

80,000,000

80,000,000

2022

Kshs

19,383,820.589
70,377,568,717

875,754,923
90,637,"t44,228

15,148,246,300
(10,40O,367 ,3491

4,747,878,951
5%

80,000,000

o) Copitol Risk Monogement
The objective of the entity's copitol risk monogement is to sofeguord the entity's obility to
continue os o going concern. The entity copitolstructure comprises of the following funds:

Porticulors

Revoluotion reserye
Reloined eornings
Copitol reserye
Tololfunds

Totol borrowings
Less: cosh ond bonk bolonces
Net debt/ (excess cosh ond cosh equivolents)
Georing

4'1. INCORPORAIION

The compony is domiciled ond incorporoted in Kenyo under the Componies Act (Cop 485).

42, EVENTS AFTER THE REPORIING PERIOD

There were no moteriol odjusting ond non- odjusting events ofier the reporting period.

43. CURRENCY

Finonciol stotements ore presented in Kenyo Shillings (Kshs)
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