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CORPORATE INFORMATION

BACKGROUND INFORMATION

Kenyo Pipeline Compony Limited (KPC) is o Stote corporotion wholly owned by the
Government of Kenyo (GoK) with g?.9% shoreholding by The Notionol Treosury ond less

thon 0. i %by the Ministry of Petroleum ond Mining. KPC wos incorporoted in I 973 under the
Componies Act, Cop 486 of the Lows of Kenyo ond commenced commerciol operotions
in Februory 1978. At cobinet level, KPC is represented by the Cobinet Secretory forMinistry
of Petroleum ond Mining who is responsible forthe compony's generol policy ond strotegic
direction.

The moin objective of the Compony is to provide efficient, relioble, sofe ond costeffective
meons of tronsporting petroleum products from Momboso to the hinterlond. ln pursuit of
this objective, the Compony hos constructed o pipeline network, storoge ond looding
focilities for tronsportotion, storoge ond distribution of petroleum products. Cunent instolled
system consists of 1,795 kilometres of pipeline with cunent copocity to hondle obout l4
billion litres of petroleum products.

The pipeline infrostructure ploys o key role in spuning economic growth ond development
in the Eost Africon region. To this end KPC, hos developed o Corporote Strotegic Plon
(CSP) dubbed KPC Vlsion 2025 with the oim of tronsforming the Compony into Africo's
Premier Oil ond Gos hub. The mission of the compony is to tronsform lives through sofe ond
efficient delivery of quolity oil ond gos from source to customer. The CSP is onchored on
five key pillors: -

i) Business leodership - Winning ond leoding the morket in Kenyo.

ii) Geogrophic exponsion - Leodership in greoter Eostern Africo Region.

iii) People - Amozing performonce by oll KPC employees.
iv) Systems ond processes - Relioble ond best in the world technology ond systems.

v) lmoge ond reputotion - Amozing relotionships with ollour stokeholders.

DIRECTORS

Nome
Rito Okuthe
John Ngumi
Mochorio lrungu

Andrew Komou, CBS

lltosoyon Neepe
Wohome Gitongo
Jinoro Kibet
Winnie Mukomi
Amos Gothecho
Chrisologus Mokokho
Sophie Sitoti
Elsie Mbuguo
Jomes Shigongo
Kenneth Wohome
Chege Mwongi

Porliculors
Choirperson - Appointed 7th August 2020
lmmediote former Boord Choirmon- Revoked on 7th August 2020
Monoging Director
Principol Secretory. Stote Deportment of Petroleum.
Ministry of Petroleum ond Mining
Re-Appointed on Bth Februory 2019
Re-Appointed on 3d Moy 2019
Appointed on 6rh June 2018
Appointed on 6rh June 2018, revoked 7th August 2020
Alternote Director, Cobinet Secretory, Notionol Treosury
Alternote Director, lnspector Generol Stote Corporotions
Alternote Director. Stote Low Office
Appointed on 7th August 2020
Appointed on 7m August 2020
Appointed on Zth August 2020
Appointed on 7th August 2020
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COMPANY SECRETARY Floro OKoth

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

PR!NCIPAL AUDITORS Office of the Auditor Generol
P. O. Box 30084 - 00100
Noirobi

PRINCIPAT BANKERS

PRINCIPAT ADVOCATES

Commerciol Bonk of Africo
Limited -Wobero Street
P. O. Box 30437 - 00100
Noirobi

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

Stondord Chortered Bonk
Stonchort Chiromo
P.O. Box 30003-00100
Noirobi

Attorney Generol
Office of the Attorney Generol
Deportment of justice
Horombee Avenue
P. O. Box 40112-00200
Noirobi

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

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

Citibonk, N.A.
Citibonk House
Upper Hill Rood
P. O. Box 3071 I - 00100
Noirobi

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

Ngotio & Associotes
Bishops Gorden Towers, 2no Floor
P.O. Box 56688 - 00200
Noirobi
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BOARD OF DIRECIORS

RITA OKUTHE
BOARD CHAIRPERSON

Dote of Birth: l lth September 1971
Appointment Dote: 6th June 20,l8
Appointed Choirperson: 7th August 2020
Durotion: 3 Yeors
End of Term: 5th June 2021
Acodemic Quolificotion: Bochelor's Degree
Profession: Morketing

Work Experience: Rito Okuthe is o senior business leoderwith
o coreer sponning over 25 yeors. She's o morketing
turnoround speciolist; renown for her obility to build ond
creote bronds ond new business lines in the
telecommunicotions sector. She hos worked for
orgonizotions such os MTN Ugondo ond Soforicom in Kenyo
where she is credited with building the Soforicom brond
through memoroble morketing compoigns ond impoctful
brond ossets. She hos driven innovotion through by creoting
new business lines in consumer products; mobile finonciol
solutions, lnternet of Things ond integroted business solutions.
She hos won severol locol ond internotionol owords ond hos
been nominoted os one of the top 50 GlobolMorketeers by
the Globol Telecoms Mogozine in recognition of her
contribution to building the Soforicom brond.

Rito recently tronsitioned into corporote governonce roles
ond sits on severol public ond privote sector boords. She is

the Choirperson of the stote-owned Kenyo Pipeline
Compony; ond serves os o Director of the lndustriol
Commerciol ond Development Compony (ICDC), the British

Chomber of Commerce in Kenyo (BCCK), CorePoy Kenyo
ond the Advisory Boord of Globol Poyment Services. She
previously served on the boords of JomboJet ond the Kenyo
Advertising Stondords Boord.

Rito is possionote obout empowering women ond
supporting women in breoking the imogined 'gloss ceiling".
She is on occredited executive cooch ond mentors
executives ond entrepreneurs. She is heovily vested in
Corporote Sociol lnvestment; ond serves os o trustee of the
Soforicom Foundotion where she leods the moternol ond
child heolth pillor to ensure thot the lives of mothers ond
children ore sofeguorded. She previously olso served os o
trustee of the SoS lnternotionolChildren's homes.
Rito holds o bochelor's degree in Economics from the
University of Noirobi ond on MSC in Morketing from the
Business Foculty of the London School of Economics.
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DR. MACHARIA IRUNGU
MANAGING DIRECTOR

Dole of Birth: 22"0 April 1966
Appointment Dole: 2"a )onuory 2020
Acodemic Quolificotion: Ph.D Strotegic Monogement,
Mosters in Business Monogement (Morketing), BSC
lndustriol Chemistry
Profession: lndustriol Chemist

Work Experience: Dr. lrungu hos over 28 yeors of experience
ot Senior Monogement level in Lubricotion, Retoil, Reol
estote, ond Supply Troding in the petroleum sector in Kenyo
ond Africo. Most recently he served os Monoging Director
for Gulf Africo Petroleum Corporotion ond Director of Totol
Kenyo PLC. Previously, he served in executive ond
monogeriol positions in Libyo Oil, MobilOilond MASI. He hos
held severol Director positions in choritoble ond government
orgonizotions os well os guiding ond supervising moster's
ond PhD Condidotes in his oreo of expertise. Dr. lrungu is o
member of the Americo Chomber of Commerce, Kenyo
Hospitol Associotion, British Business Associotion, lnstitute of
Directors ond the Kenyo lnstitute of Monogement.

ANDREW N. KAMAU, CBS
PRINCIPAT SECRETARY STAIE
DEPARTMENT OF PETROLEUM,

MINISTRY OF PETROTEUM AND
MIN!NG

Dole of Birth: 1966
Appointment Dole: l3tn November 2015
Acodemic Quolificotion: Bochelor's Degree
Profession: Chemist

Work Experience: He hos o wide experience in petroleum
energy goined from severolyeors in leodership positions in
the privote sector. Prior to his oppointment os Principol
Secretory for Petroleum ond Mining, he wos the Chief
Executive Officer of Brocewell Energy which hos interest in
mining, energy ond noturolresources. He hos olso served in
senior positions in vorious componies with interest in mining,
energy ond noturol resources including MAG lndustries
Limited, Engen Kenyo Limited ond Esso Kenyo Limited.

I,u
KENYA PIPELINE COMPANY IIMITED
REPORT AND FINANCIAL STATEMENTS FOR THE FINANCIAT YEAR ENDED 30
JUNE 2O2O
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Dole of Birth: 41h August 1972
Re-oppoinlment Dole: 08th Febru ory 201 9

Durolion: 3 Yeors
End of Term: 7th Februory 2022
Acodemic Quolificollon:
Bochelor's Degree
Professlon: Pilot

Work Experlence: lltosoyon hos served in the militory for
mony yeors rising to the ronk of Mojor, o responsibility thot
sow him serve in the UN oir operotions unit. He is cunently
Boord Choir of Bomo Fund, on NGO bosed in northern
Kenyo thot empowers women with skills to fight extreme
poverty.

ITTASAYON NEEPE

Dole of Birth: 30th April I966
Re-oppolntment Dole:3'o Moy 2019
Durotion: 3 Yeors
End of Term: 2"d Moy 2022
Acodemlc Quoliflcotion: Bochelor's Degree
Profession: Economist

Work Experlence: Wohome Gitongo is o leoding
entrepreneur, businessmon ond director of severol
componieswith diverse interests in Kenyo ond regionwhere
he hos been instrumentolin occomplishing lorge projects in
Rwondo ond Tonzonio, omong other countries.

E GITONGAw

INARO KIBET

Dole of Birfh: Sfh November 
,l955

Appointment Dote: 6fh June 2018
Durotlon:3 Yeors
End of Term: 5th June 2021
Acodemic Quolificotion: Bochelor's Degree
Professlon: Advocote

Work Experlence: Jinoro is on odvocote of the High Court of
Kenyo, o Commissioner for Ooths ond Notory Public with
over 29 yeors' experience in privote proctice. Cunently, he
speciolizes in commerciolond corporote lowwhere he hos
built o formidoble reputotion ond respectfrom his peers. He
hos served in vorious oppointments in both privote ond
public sectors. Cunently, he serves os o boord member of
Prime Bonk Ltd ond Ungo Group Limited omong others. He
hos olso served os the Choirmon of the Copitol Morkets
Tribunol. He holds o Bochelor of Low degree from University
of Noirobi ond o Postgroduote Diplomo in Low from the
Kenyo Schoolof Low. Jinoro is cunently o portnerotTripleOK
Low LLP Advocotes.
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AMOS GATHECHA
ATTERNATE DIRECTOR

CABINET SECRETARY NAIIONAT
TREASURY

Dole of Birth: l5th October 1964
Appointmenl Dole: 23d April2020
Acodemic Quolificolion: Moster's Degree (MBA)
Profession: Public Administrotion ond Policy

Work Experience: Amos Gothecho hos over 30 yeors'
experience in Public Administrotion ond Policy. He is

cunently the Principol Administrotive Secretory ot The
Notionol Treosury.

ETSIE MBUGUA

Dole of Birlh: l6fh Februory 1985
Appointment Dote: 7fh August 2020
Durolion: l0 months
End of Term: 5th June 2021
Acodemic Quolificotion: Bochelor's Degree
Profession: Economics ond lnternotionol Relotions

Work Experience: Elsie Mbuguo is the founder of Elcy
lnvestments Ltd with its power subsidiory, Leodwood Energy.
She is olso one of the finonciol tronsoction odvisors to the
Government of Kenyo on the country's crude oilprospects
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 morkets in
renewoble energy, noturol gos, liquefied noturol gos,
emissions ond crude oil. She hos focused on both the
logistics of the physicol morkets ond finonciol products of
eoch of the commodities. She is well recognized for
successfully executing on chollenging energy tronsoctions
ond influencing energy policy reforms.

JIMMY MBAGAYA SHIGANGA

Dole of Birth: l2th August 1962
Appointment Dofe: 7rh August 2020
Durotion: lO months
End of Term: 5fh June 202i
Acodemic Quolificotion: Moster's degree
Profession: BSc Mothemotics

Work Experience: Jimmy hos extensive senior executive
experience ond leodership ocross mojor emerging morkets
in Africo sponning 25 yeors. He storted his coreer os o
consultont with PWC in Boston US prior to joining the French
building moteriols group, Loforge SA, os o senior globol
executive. At Loforge he oversow the growth strotegy ond
development of the sub Sohoron business from o single

Poge 8|1122
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entity, Bomburi Cement Ltd, to becoming on industry ond
morket leoder in nine countries, including Nigerio ond South
Africo. He is credited with strong expertise in governonce,
leoding ond motivoting lorge diverse professionol teoms,
chonge monogement ond business turnorounds in
chollenging environments. Jimmy wos recognised by
Loforge SA for ochieving the highest Economic Volue Add in
the group for three (3) consecutive yeors. Jimmy hos on
intimote understonding of different Sub Sohoro morkets ond
on excellent obility to develop ond leveroge strong business
networks. He founded ond recently exited o mining venture
in South Africo. Jimmy cunently heods the Africo division of o
boutique copitol odvisory firm, Strotlink Advisory Group,
connecting investors to innovotive eorly stoge ventures with
significont growth potentiol.

CHEGE MWANGI
ALTERNATE IO PS.PETROTEUM
AND MINING

Dole of Birth: 30th Morch .l962

Appointment Dote: l$ August 2020
Durotion:
End of Term:
Acodemic Quolificotion: Moster's Degree
Profession: Public Administrotion

Work Experlence: Chege Mwongi hos over 30 yeors'
experience in Public Administrotion, Project Plonning ond
Monogement. He is cunently the Administrotive Secretory ot
The Ministry of Mining & Petroleum-Stote Deportment of
Petroleum.

KENNETH WAIHOME

Dole of Birth: 1962
Appointment Dote: TfhAugust 2020
Durotion: l0 months
End of Term: 5th June 2021
Acodemic Quolificolion: Moster's degree
Profession: Lond Economics

Work Experience: Kenneth Wothome is o resourceful
Professionol ond Business Executive with proven
effectiveness in working with high performonce teoms to
ochieve exceptionol results in business environments.
He hos o coreer experience of over 20 yeors in Strotegy,
Leodership, Governonce, Corporote Restructuring ond
Property Development.
He currently heods NW Reolite ond Property One Limited.
He hos choired ond o member of severol Boords, such os
the Kenyo Bureou of Stondords, Foulu Kenyo, AIB Copitol,
Opportunity Bonk of Ugondo, Tronsformotionol Business
Network (Kenyo), Opportunity lnternotionol United Stotes
omong others.

Poge9l122
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THE EXECUTIVE MANAGEMENT TEAM

DR. MACHARIA IRUNGU

MANAGING DIRECTOR

Ph.D Strotegic Monogement. Mosters in Business

Monogement (Morketing), BSC lndustriol
Chemistry.

PIUS MWENDWA
GENERAL MANAGER (FINANCE)
Mcom (Finonce option), B. Com (Finonce).
cPA(K).

ZILPER MICHEttE ABONG'O
GENERAT MANAGER (STRATEGY)

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

NYAMBURA KIMANI
GENERAT MANAGER (HR &

ADMTNISTRAT!ON)

Msc. Humon Resource Monogement,
Bochelor of Lows, HND Humon Resource
Monogement

JOSHUA MUTEA

A9. GENERAT MANAGER (OPERATIONS &

MATNTENANCE)

BSC(Chemistry) Msc Applied Science

PETER MWANGI
GENERAL MANAGER (SUPPLY CHAIN)
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JUNE 2A2O
(Chemicol Engineering) MBA, BCoM, MCIPS-UK, MKISM

AIYABEIJONAH
DIRECTOR MORENDAT INSTITUTE OF OIt & GAS
PhD (Business Administrotion), MBA, BEd
(Arts). Professionol Quolificotions: Certified
lnvestment ond Finonciol Anolyst ond o
member of ICIFA

CAIHERINE KATOKI

GENERAL MANAGER (AUDII)
MBA, B Com (Finonce), CPA(K), ISACA

:i

.l

FTORA OKOTH

GENERAT MANAGER (COMPANY SECRETARY &

LEGAr SERVTCES)

LLM (lnternotionol Economic Low), LLB, Diplomo
(Low), CPS, Executive MBA
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CHAIRPERSON'S STATEMENT 2O2O

Deor Shoreholders,

On beholf of the KPC Boord of Directors, I om honoured to present to you the Annuol Report

ond Finonciol Stotements of the Kenyo Pipeline Compony Limited ("KPC" or the "Compony")

for the Fiscol Yeor ended 30th Jvne 2020. During the yeor under review, KPC continued with its

tronsformotion journey from o pipeline ond storoge infrostructure compony by loying the

foundotion forits diversificotion ond exponsion into moritime tronsport, crude oilexports ond

fibre optic commerciolizotion. These milestones symbolise o significont step towords the

ochievement of our 201512510-yeor Corporote Strotegic Plon ('Vision 2025) which oims ot

tronsforming KPC into Africo's premier oilond gos compony.

ln conformity with our Corporote Strotegic Plon, the yeor under review sow us set vorious

torgets oimed of odvoncing the Compony ond loying the correct building blocks for the

reolizotion of our Vision2025. My stotement focuses on these torgets ond their tocticol impoct

on KPC's future.

Externol Environment
The yeor under review hos been chollenging for mony institutions becouse of COVID-1 9. Amid

this, KPC emerged os o provider of solutions os the country mounted o response to one of the

worst public heolth crises of our time. The Compony moved quickly to work with Government,

privote ployers ond other Kenyons to produce over L5 million litres of hond sonitisers for free

distribution to needy Kenyons ocross the country. We olso mode o gront of Kshs.55 million to

the NotionolYouth Service (NYS), which enobled them produce over 1.5 million mosks, olso

for free distribution to needy Kenyons. For this, we remoin greotly indebted to oll institutions

ond individuols who supported us in this journey. Pleose know thot your contribution come in

of the most cruciol of times. The novel coronovirus hod hit the country ond we needed to

devise new ond quick woys to cushion our people from this diseose. There wos lock of

preporedness to undertoke moss production of hond sonitisers which precipitoted on ocute

shortoge of the some product in the morket. KPC stepped in on beholf of Government to

develop o solution olongside other stote ond non-stote octors. Now thot the coronovirus

diseose is stillwith us, I olwoys urge everyone to strictly observe the preventive guidelines from

the Ministry of Heolth ond World Heolth Orgonizotion (WHO) to sofeguord lives ond ensure

business continuity. Despite this public heolth crisis which offected our operotions, KPC fulfilled

Poge 121122
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30 JUNE 2020
its mondote by ensuring efficiency in the delivery of petroleum products in Kenyo ond the

region.

KPC remoins o key industry ployer thot is tronsforming people's lives in vorious ospects.

Despite 2020 hoving been o difficult yeor, the Compony's growth momentum wos sustoined.

We portnered with Kenyo Roilwoys, the Kenyo Defence Forces ond the Notionol Youth

Service to bring bock into operotion the Noirobi-Nonyuki Roilwoy line which is going to be

tronsformotive for the Mt. Kenyo ond Northern Kenyo regions. KPC olso poid to the

Government Kshs.ll.8 billion in dividends this yeor olone, Kshs.1.8 blllion of which wos

expended by the Government on the Noirobi-Nonyuki Roilwoy. Allthe while, we ensured thot

Kenyo ond neighbouring countries remoin plentifully supplied with petroleum products.

During the yeor ended 30th June 2020,KPC olso worked with Kenyo Ports Authority ond Kenyo

Roilwoy Corporotion to help commence the rejuvenotion of Kisumu Port os o mojor regionol

tronsport hub. Tronsporting petroleum products to the region is o mojor port of the Loke

Victorio Tronsport lnitiotive os we owoit the completion of Ugondo's two oiljetties on the

other side of Loke Victorio before we con operotionolize Kisumu Oil Jetty, which is reody for

USE.

Regording the government's Eorly Oil Pilot Scheme (EOPS), KPC's role is to provide crude oil

receiving, storoge ond exporting focilities ot Kenyo Petroleum Refineries Limited (KPRL),

Momboso. ln the yeor ending 30tn June 2019, KPC provided six heoted ond insuloted storoge

tonks of obout 570,000 bonels for this initiotive. The upgroding of these tonks which involved

instollotion of heoting coils, uproting mixer motors ond instollotion of externol insulotion

omong o myriod of other ouxiliory focilities ond octivities wos o worthy investment becouse

even beyond EOPS, the petroleum storoge tonks con olwoys be converted for use from one

petroleum grode to onother hence in future they con be used for Diesel, Heovy Fuel Oilor

ony other product os business will dictote from time to time. We sholl olso be offering the

tonks to crude oil troders for storoge becouse there is demond for the some in the morket.

Sholegic Focus

ln keeping with the poce of growth in the oil & gos sector, KPC hos in recent yeors

constructed severol essentiol petroleum infrostructure projects to enhonce the ovoilobility of

fuel in Kenyo ond neighbouring countries. These include replocement of pipelines,

enhoncement of storoge copocity ond investment in looding focilities. For instonce, the new

2O-inch Momboso - Noirobi pipeline (Line 5) hos ensured o sustoined, relioble ond efficient

Poge 131122
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tronsportotion of petroleum products in the region ond will meet demond in the next 30

yeors. The country ond the region's petroleum demond ore projected to rise to I 1.4 billion

litres in 2020 ond 24.5 billion litres in 2044.

Line 5, which is o Vision 2030 flogship project ond hos 4 new pump stotions In Chongomwe,

Moungu, Mtito Andei ond Sulton Homud ond two booster pumps in Kipevu. with o totol

instolled flow rote of one million litres per hour. This flow rote will be enhonced to 1.9 million

litres per hour in phose two by 2023 ond 2.6 million litres per hour in phose three by 2044.

This project olso includes upgrodes to the existing fire-fighting stotions ond new fire-fighting

systems in the new stotions; instollotion of energy efficient equipment, ond pipeline

monitoring technology. The pipeline will therefore enhonce sofety ond protect the

environment since tronsportotion of oil vio o pipeline is the sofest, fostest ond most

environmentolly friendly meons which will not only remove hundreds of trucks from our roods

of moximum utilizotion, but olso lower our rood mointenonce costs. The new pipeline willolso

enhonce ond improve the reliobility of fuelsupply to the export morket of Ugondo, Rwondo

ond eostern Democrotic Republic of Congo (DRC).

During the yeor under review, the new Kisumu Bottom Looding Focility thot is geored towords

boosting evocuotion of petroleum products from our depot in Kisumu to western Kenyo ond

the neighbouring countries wos completed. One unique ospect obout this project is thot it

did not cost KPC ony money except for the rodiogrophy services thot were outsourced. The

work wos executed internolly by our engineers ond technicol stoff from the Operotions &

Mointenonce Division. This demonstrotes thot KPC hos internol copocity thot con execute

huge projects with immense economic benefits for the country ond the region. The estimoted

totolcost of the works ond moteriols is Kshs. 32 million which is whot KPC soved hoving used

our internol resources.

KPC hod eorlier on completed construction of four storoge tonks in NoirobiTerminolwhich

become fully operotionolised during the yeor ended 30th June 2020.Ihe project entoiled

putting up of four odditionol ionks to provide sufficient copocity for receipt of higher volumes

of diesel ond super petrol products following the operotionolizotion of Line 5. The odditionol

tonks with o copocity of 133 million litres of fuel hove more thon doubled Noirobi's storoge

copocity for diesel ond super petrol from 100 million litres to 233 million litres effectively

providing sufficient copocity for receipt of higher volumes of product through Line 5.
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With sufficient ond efficient infrostructurolsystems, Kenyo is ossured of odequote, relioble ond

cost-effective supply of petroleum products ocross the region. lt is importont to point out thot

increose in locol ond regionol demond for petroleum products hos in recent yeors not been

motched by the development of requisite infrostructure to meet supply choin ond morket

requirements. This is the strotegic gop thot KPC seeks to bridge in order to fuel the notionol

ond regionol economies.

These projects ore olso criticol in ossisting the Government ochieve its Big Four ogendo

becouse fuel is o key enobler for eoch of the four focus pillors nomely universol heolthcore,

food security, monufocturing ond offordoble housing. During the yeor under review, KPC

successfully monoged the operotions ond performonce of KPRL posting impressive business

returns. I om hoppy to report thotwe ore now in the process of finolizing the complete union

between the two stote ogencies so os to increose our operotionol efficiencies for better

results. With KPRL on boord, the onongementguorontees KPC on increosed storoge copocity

which enhonces the country's ulloge. This will, in effect, creote enough copocity for berthing

vessels to dischorge fuel into KPC's system thereby reducing vesselturnoround time. This hos

enobled our customers to sove billions of shillings in costs incurred in demunoge chorges

every yeor by fuelvessels docking of the port of Momboso, o foctor thot could significontly

reduce the cost of fuelto the end user.

Appreciotion

KPC hos over the lost yeor introduced severol new initiotives ond meosures to moke our

services more efficient ond occessible. ltoke this opportunity to thonk our customers, the oil

morketing componies, for their continued support ond portnership in the reolizotion of KPC's

mondote which is to provide the Kenyon economy with the most efficient, relioble, sofe ond

most competitive meons of tronsporting petroleum products.

On beholf of KPC's Boord, Monogement ond Stoff, lwould olso like to recognize the support

occorded to KPC by The Notionol Treosury & The Ministry of Petroleum & Mining. We look

forword to your continued support os we diversify our business in line with our growth

strotegy.

To monogement ond stoff, lcommend you ollforyour tireless effort ond commitment to the

ottoinment of KPC's set torgets ond gools. We work in o chollenging ond highly demonding
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industry, ond your dedicotion ond commitment to ploying your individuolroles hos not only

enobled the compony to remoin profitoble, but olso ensured thot the country ond the region

hove o steody ond uninterrupted supply of fuel. As port of the country's strotegic

infrostructure, KPC's pipeline network is cruciol to mointoining the country's economic

growth.

Finolly, I toke this opportunity to oppreciote my fellow Directors on the Boord in o very speciol

woy. Over the lost yeor, KPC like oll other Stote Corporotions, hos come under increosed

scrutiny with both the Compony ond your own personol integrity being colled into question.

But your greot determinotion ond strength of chorocter to weother such storms ond remoin

resilient ond focused on delivering KPC's mondote remoined on osset to the Compony.

Public service requires commitment ond greot socrifices in both time ond personolresources.

ln this regord, I om truly honoured to serve olongside you os we strive to redefine the role

ployed by KPC ond drive the Compony towords the reolizotion of Vision 2025.

RIT OKUTHE
BOARD CHAIRPERSON
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THE MANAGING DIRECTOR'S REPORT

Deor Shoreholders,

It is my greot pleosure to present to you the Kenyo Pipeline Compony Annuol Report

ond Finonciol Stotements for the yeor ended 30th June 2020. Kenyo Pipeline Compony

("KPC" or the "Compony'') hos once ogoin registered onother yeor of sound finonciol

performonce despite the chollenges ossocioted with COVID-19 which offected our

business o greot deol. Thot notwithstonding, the Compony continues to moke

investments towords the ottoinment of its vision to become Africo's premier oil ond gos

compony. ln this regord, we continue to invest in the exponsion ond rehobilitoiion of our

pipeline-bosed petroleum distribution ond storoge networks to enoble us to strengthen

our regionol footprint os o strotegic ployer with finonciol strength ond strotegic

competitiveness in the obsolutely vitolond growing oil & gos sector.

Equipped with the most extensive pipeline-bosed petroleum distribution ond storoge

network in Sub-Sohoro Africo, KPC hosts some of the region's most vitol ond strotegic

infrostructure. The Compony's cunent combined osset bose stonds of Kshs. 123 billion,

ronking it omong the lorgest firms in Eost ond CentrolAfrico.

During the yeor under review, KPC mointoined profitobility despite its vost commerciol

commitments os coptured in this report ond the disruptions occosioned by the novel

coronovirus. The continued profitobility is ottributoble to the sound finonciol

monogement, committed members of stoff ond proper steer from the Boord of

Directors. Our continued success is olso ottributoble to KPC's commitment to forging

strotegic portnerships with vorious stokeholders ond more so with Oil Morketing

Componies, who ore not only our customers but o cruciol link between KPC ond the

end users of petroleum products.

ln FY 2019/20, our commitment to building o strong reputotion for excellence in

petroleum supply logistics ond reloted services posted remorkoble finonciol results.

Below ore some of the highlights of the key performonce indicotors thot copture the

yeor under review:
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FINANCIAT PERFORMANCE

Pre-Iox Profit

The Compony posted o8O7" increose in Pre-Tox Profit of Kshs.5.8 billion forthe finonciol

yeor ended 30th Jvne 2020 compored to Kshs. 3.2 biltion ochieved in the previous

finonciolyeor.

The increosed profitobility is moinly ottributed to reduction in operoting costs by Kshs.

7.9 billion, primorily due to reduction in Provisions for bod ond doubtful debts by Kshs. 6

billion, while electricity expenses reduced by Kshs 1.1 biltion. However, decline in

throughput revenue by Kshs.5.2 blllion impocted on the condensed Pre-Tox Profits.

Throughpul

During the yeor under review, KPC recorded o 47" growth in throughput volumes to

7,686,227m3 from 7,404,902ms in FY 2O1B/19.

On the domestic throughput front, the figures went up by 6% from 3,950, 192 m3 for the

yeor ended 30th June 2019 to 4,191 ,594 m3 for the yeor ended 30th June 2020.

Export volumes olso went up morginolly by 1%1o3,494,633 ms for the yeor ended 30rh

Jvne 2020 compored lo 3,454,71 I m3 for the yeor ended 30fh June 201 9.

The growth in throughput performonce wos severely offected in the lost quorter of the

Finonciolyeor in the bockdrop of ocufe intenuption ocross oll octivities, restrictions on

movement of people, constroined supply choins ond reduced production due COVID-

l9 pondemic.

Revenue

Throughput revenue went down by 17% (Kshs.5.4 billion) to Kshs.25.l billion during the

yeor under review from Kshs. 31.5 billion recorded inFY 2018119.

This decline is lorgely ottributed to the downword revision of pipeline toriffs by Energy

ond Petroleum Regulotory Authority (EPRA) by between:

. 197" for locol soles ond 48% tor export soles for the period between l5th

November 2019lo l4th Februory 2020 ond
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3% f or locol soles ond 33% for export soles from l5fh Februory 2020 to 30th June

2020.

Operoling Expenditure

ln the FY 2019120, KPC operoted within the budgeted expenditure but the totol

operoting expenditure reduced by 27% to Kshs. 2l .2 billion from the previous yeor's Kshs.

29.1 billion. The decline being moinly ottributed to reduced provisions in bod ond

doubtful debts by Kshs. 6 bitlion from Kshs. 6.1 billion reported in the yeor ended 30rh

June 2019 to Kshs. l4l million for the yeor ended 30th June 2020. Additionolly, electricity

ond loon interest expenses decreosed by Kshs.l.l billion ond Kshs. 0.4 billion

respectively, compored to similor period lost yeor.

Finonciol Posilion

The Compony's cosh reserves went down by 35% to Kshs. 8.4 billion compored to Kshs.

12.9 billion ot the end of the previous yeor. This is lorgely due poyment of speciol

dividend of Kshs.l I .8 billion poid in November ond December 2019 to Notionol Treosury

ond quorterly repoyments of omounts due on the Syndicoted loon ocquired to

construct Line 5.

KEY PROJ ECTS/IN ITIATIVES

The period under review sow the Compony undertoke the following projects/initiotives:

I . Rejuvenolion of Kisumu Port os o Fuel Tronsportotion Hub: During the yeor ended

30fh June 2020, the multi-ogency initiotive comprising KPC, Kenyo Roilwoys ond

Kenyo Ports Authority put in ploce o modern bottom looding focility in KPC

Kisumu depot where roil wogons ore looded with product ond ferried on the

refurbished roilwoy line from KPC depot to KPA Kisumu depot for onword looding

into MV Uhuru. These rehobilitotion works were completed ond over the lost

severol months, KPC's Kisumu Terminol hos been used to lood wogons on the

wogon-fenied seo vessel MV Uhuru which hos so for tronsporied over l2 million

litres of diesel to Ugondo since December 2019. This grophicolly demonstrotes

thot morine tronsportotion of fuel is o vioble option thot the region should

copitolize on.

2. Commerciolizotion of Fibre Optic Coble: The Compony instolled o92 core Fiber

Optic Coble for internol use olong oll the existing pipelines ond hos sold excess
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copocity to mojor telecommunicotion providers moinly os dork fibre product.

During the yeor under review, this hos diversified the Compony's revenue bose

while providing o solid communicotion bockbone thot is secure ond scoloble to

meet the growing needs by the business. There is potentiol for growth in this

business line.

3. Rehobililotion of Noirobi-Nonyuki Roilwoy: KPC portnered with Kenyo Roilwoys,

the Kenyo Defence Forces ond the NotionolYouth Service (NYS) to bring bock

into operotion the Noirobi-Nonyuki Roilwoy line which is going to be

tronsformotive for the Mt. Kenyo ond Northern Kenyo regions. Out of the Kshs. I I .8

billion KPC poid in dividends to the Government during the yeor under review,

Kshs. 1.8 billion wos expended by the Government in rehobilitoting the Noirobi-

Nonyuki Roilwoy.

4. The Eorly Oil Pilol Scheme (EOPS): KPC's role in this initiotive is to provide crude oil

receiving, storoge ond exporting focilities of KPRL, Momboso. ln the yeor ending

3Orh June 2019, KPC provided six heoted ond insuloted storoge tonks of obout

570,000 borrels for this initiotive. The upgroding of the tonks involved instollotion of

heoting coils, uproting mixer motors ond instollotion of externol insulotion omong

o myriod of other ouxiliory focilities ond octivities.

5. COVID-19 Support to Government: On I Bth Morch 2020, President Uhuru Kenyotto

mondoted KPC to lioise with select oil industry firms ond other privote sector

ployers to produce olcohol-bosed sonitizers for free distribution to the public

throughout the country os one woy of preventing the spreod of COVID-19. As o

result, KPC moved quickly to work with vorious government ogencies, corporote

portners ond other Kenyons to produce over 1.5 million litres of sonitisers for free

distribution to needy Kenyons ocross oll47 counties in the couniry. KPC olso mode

o gront funding of Kshs.S5 million to the NYS, which enobled them produce L5

million mosks thot were distributed for free to needy Kenyons oround the country.

From the foregoing, it is evident thot KPC is georing up towords o brighter future with

these key investments ond portnerships. With the recent presidentiol Executive Order on

coordinotion ond integrotion of public port, roilond pipeline services oimed ot fostering

the country's competitiveness in the oreno of trode ond eose of doing business, KPC is

now fully focused on leveroging on the efficiencies ond synergies of other government

entities so os to ochieve Kenyo's strotegic ogendo of becoming o regionol logistics

hub. lndeed, oll our investments ore onchored on Vision 2030 ond guided by KPC's l0-
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yeor Corporote Strotegic Plon ('Vision 2O25'l which oims ot tronsforming KPC into o

world-closs diversified oil & gos compony.

Appreciolion

ln conclusion, ltoke this opportunity to express mysincere grotitude to ourshoreholders;

the Ministry of Petroleum & Mining ond The NotionolTreosury for their distinguished role

in helping us ochieve our mondote through both policy ond budgetory support.

On beholf of our Executive Monogement teom, I would olso like to thonk the

Choirperson ond the Boord of Directors, fortheircontinued support, visionory leodership

ond the guidonce they provided to the monogement teom throughout the yeor.

lolsowish to recognize the role ployed by ourcustomers, the oilmorketing componies,

who continue to support our vorious initiotives ond toke up our vorious product

offerings. They remoin o cruciol stokeholder without whom we would not hove

ochieved our set objectives ond finonciol gools.

On beholf of the Boord of Directors ond Monogement of KPC, I toke this opportunity to

congrotulote KPC's stoff for delivering the obove results ond enobling the corporotion

lo remoin profitoble. lt is through your tireless efforts ond commitment thot we hove

been oble to record this remorkoble performonce even in the foce of the operotionol

ond odministrotive chollenges brought obout by COVID-.l9. Now thot this diseose is still

with us, I urge you to strictly observe the preventive guidelines from the Ministry of Heolth

ond WHO ot olltimes to flotten the curve of this globol pondemic.

I look forword to your continued support os we move to moke KPC on institution of

impoct ocross Africo by positively tronsforming the lives of our people.

DR. MACHARIA IRUNGU
MANAGING DIRECTOR
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CORPORATE GOVERNANCE STAIEMENI

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 is o key focus oreo of Boord oversight

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

Monogement hos implemented on enterprise risk ossessment fromeworkwhere risks ore

identified, monitored ond controlled.

ln implementing the Corporote Governonce tenets, the Boord seeks to odd volue

through constructive diologue ond engogement with stokeholders os well os

monogement with o strong focus on the Compony's strotegic ogendo.

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

its compositions ond this engenders the effective dischorge of the Boords strotegic

oversight function.

As of 30th Jvne 2020, the Boord wos mode up to (l I ) members comprising of the non-

executive Choirmon, the Cobinet Secretory Treosury. the Permonent Secretory Ministry

of Petroleum ond Mining, the Attorney Generol, the Monoging Director ond six (6)

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

independent of monogement. However, one member resigned during this period.

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

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

Resources, Technicol ond Finonce Committees.

Boord meetings ore held in occordonce with the onnuol colendor ond the Boord

Chorter for the respective Committee, sove in exceptionol instonces where criticol

business motters orise.

The following meetings were held during the Yeor ending 30th June 2020:
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FIORA OKOTH
COMPANY SECREIARY

MEETING NO. OF

MEETINGS

MEMBERSHIP AVERAGE

AIIENDANCE
d/o

Full Boord meeting
4 l0 98%

SpeciolBoord Meeting
r8 l0 98%

Boord Finonce Committee Meeting
9 5 98%

Speciol Boord Finonce Committee Meeting
I 5 98%

Boord Humon Resource Committee Meeting
4 5 98%

Speciol Boord Humon Resource Committee

Meeting
9 5 9B%

Boord Technicol Committee meeting
3 5 9B%

Speciol Boord Technicol Committee meeting
2 5 98%

Boord Ad-hoc meeting
2 l0 9B%

AnnuolGenerol meeting
I 12 100%

Boord Audit Commiitee Meeting
4 5 9s%

Speciol Boord Audit Committee Meeting
I 5 98%
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INTEGRATED RISK MANAGEMENT REPORT

The compony undertook o formol componywide re-evoluotion of its enterprise risks

through o risk ossessment exercise in FY201912020. The Top Ten Corporote risks were
identified ofter evoluoting oll top deporlmentol risks on overoll likelihood ond impoct.
lmprovement octions plons were developed, ond odequote resources deployed for
implementotion of the octions.

The Top Ten Corporote risks for the compony during the FY 201912020 ond improvement
oction plons implemented ore outlined below:

No. Risk Source of Uncerlointv lmprovement Action Plons

o Loss of
Strotegy
Execuiion
ControlRisk

The business
environment is

dynomic, ond strotegy
is onchored on
ossumptions. Foilure to
periodicolly revolidote
these ossumptions will
offect reolizotion of
compony strotegic
obiectives

i. A Droft CSP Addendum wos
prepored ond updoted to
reflect cunent business
environment ond is in progress

ii. Deportmentolstrotegicplons
were oligned to the CSP

iii. Quorterly Monitoring ond
Evoluotion of CSP stotus wos
conied out

o Fire Risk KPC tronsports ond
stores highly
inflommoble product
Fire breokout could
leod to cotostrophic
consequences

Automotion of PS 9 & PS l0
Stotion firefighting systems is

plonned tor FY202O/21
20No. stoff token through the
Bosic Firefighting Course
Colloborotion with immediote
neighbouring stokeholders on
Emergency Response Plonning
wos done through joint depot
sofety ond security committee
meetinqs

l.

I

o Tenorism Risk The country is o torget
for terrorist ottocks ond
KPC is o strotegic osset

Setting up o CentrolCommond
Centre to monitor the
effectiveness of the existing
security systems is in progress
A monogement poper for
copocity building in security
monogement wos opproved by
the Boord.
Colloborotion with multi-ogency
teoms for intelligence on terror
olerts/ottocks is done monthly

o People Risk Slow resolution of stoff
grievonces could
negotively impoct on
productivity ond
motivotion levels. These
include unresolved
issues such os

i. A roodmop for implementotion
of SCAC opproved HR

instruments wos prepored.
ii. Sensitizotion of supervisors ond

stoff on the SCAC opproved HR

instruments wos corried out
iii. Periodic communicotion on
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promotion, stog notion,
poy gops ond non-
odherence to policy

chonges toking ploce in the
compony hos been instituted

5
Pipeline
lntegrity Risk

Continued operotion
of Line I with highly
corroded sections ond
lock of boseline doto
on Line 5, Line 4 & Line
6 hence uncertointy on
condition of the
pipelines

The iender for lnline lnspection
on Line 4, Line 5 ond Line 6
pipelines wos oworded
The tender for CIPS ond DCVG
conosion survey olong oll cross-
country pipelines wos oworded
A committee wos oppointed to
undertoke o study on
decommissioning of Line I
Pipeline
lnstollotion of pipeline intrusion
ond leok detection systems in oll
woyleoves wos plonned for
FY2020121

IV

6 Environmento
I Risk

Hydro-corbon releose
could leod to
environmentol pollution
if effective response
mechonisms ore not
put in ploce. Noturol
disosters such os
londslides ond flooding
could threoten the
sofety of the pipelines

Procurement of Environmentol
Emergency Response
equipment wos plonned for
FY2020l2t
Troining on 3 No. HSE stoff on
environmentol restorotion wos
done

I

7
Reputotion
Risk

Concern on odverse
publicity/negotive
stories obout the
compony which
continue to dent the
compony imoge ond
brond

i. The compony is in the process of
developing portnerships ond
colloborotion with reputoble
medio firms to monoge KPC
medio relotions ond brond

8
Liquidity Risk Uncertointy on obility

to meet short term
flnonciol obligotions in
light of o dollor
dominoted loon ond
reduction in toriff rotes

A Treosury Policy wos developed
for opprovol by the Boord
Cost contoinment meosures
were implemented during the
finonciolyeor

i.

il

9
Criticol
Spores
Stockout Risk

Concern thot lock of
criticolspores could
impede efficient &
effective dischorge of
criticol
functions/business

Automolion of the Moteriol
Requirement Plonning (MRP)
solution is being progressed
All tenders for spores ond
generol consumobles were
ploced under o 2- yeor
fromework controct
Automotion of the stock's
replenishmenl process is being
progressed

I

ilt
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Emerging/Evolving Risks
During the period under review, the compony octively monitored the business
environment to identify if key risks were evolving ond if significont risks were emerging.
The evolving ond emerging risks were ossessed, ond octions plons developed to
mitigote on their impoct. The key risks thqt emerged over the period were: -

l. COVID-19 Pondemic
The Covid-I9 pondemic is o globol heolth crisis thot hos disrupted both doily life ond
business octivities. There is uncertointy on the impoct thot this pondemic will hove on
stoff heolth ond wellbeing, business performonce, globol supply choins ond
cybersecurity. Some of the key mitigotions the compony hos put in ploce in response to
this crisis include: -

o. Setting up of o covid-19 monogement committee to monitor the situotion,
recommend mitigotions ond follow-up on implementotion of mitigotion
strotegies. The monogement committee sits of the compony heodquorter
ond is ossisted by sub-committees in olldepots ond stotions.

b. lmplementotion of contoinment meosures in line with oll the government
protocols ond guidelines issued from time to time

c. Putting in ploce meosures such os sociol distoncing, use of PPE ond regulor
cleoning ond fumigotion of work oreos to mointoin o sofe working
environment

d. periodic monitoring ond reporting on business performonce in order to
respond to morket dynomics ond build resilience in finonciolmonogement.

2. Slop Monogemenl Constroints
With the commissioning of Line 5 focility, monogement of the increosed slop volumes
presented chollenges due to unovoilobility of ulloge copocity ond reduction in
operotionol flexibility. The compony hos since enhonced slop hondling copocity by
successfully commissioning two odditionolslop tonks in NoirobiTerminol. Engogement
with OMCs for importotion of product of higher quolity hos yielded further reduction in
volume of slop moteriol in the system from opproximotely l3,000msto 4,600ms.

3. Toriff Risk

ln November 2019, EPRA published reduced pipeline toriffs which drosticolly cut KPC's
obility to meet its operoting costs ond finonciolobligotions. The compony responded
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10
Litigotion Risk Due to the noture of

KPC business, the
compony con be sued
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by undertoking o root couse onolysis ond o position poper on business impoct onolysis
wos presented to Monogement ond the Boord. Consequently, o detoiled oppeol
ogoinst the toriff wos submitted to EPRA on 2no December 2019. EPRA hos since
reviewed ond omended the toriff effective lSth Februory 2020.

4. Cyber Securlty
Cyberottocks hove increosed globolly toking odvontoge of the tronsition to remote
working ond telecommuting. The compony is cognizont of this evolving threot ond hos
reviewed its occess controls procedures ond hos token reosonoble steps to ensure doto
is monoged in o secure monner during this period. Regulor updotes ore olso sent out to
stoff on possible vulnerobilities ond how to ovoid the pitfolls. The ICT teom regulorly
monitors cybersecurity strotegies ond threots to identify ond close ony gops.

BUSINESS CONTINUITY MANAGEMENT
KPC provides criticol services to the country ond the wider region therefore business
continuity plonning remoins key in ensuring service delivery is not disrupted. The
compony hos implemented o Business Continuity Monogement fromework with
estoblished business continuity plons. This fromework is onchored in KPC's Vision 2025
under the Systems ond Processes pillor. The guiding principle of the fromework is to
ensure business resilience in the event of o mol'or disruption through timely resumption
ond delivery of essentiol business octivities
The Covid-19 pondemic is o globol crisis thot hos rodicolly disrupted humon life, business
octivities, supply choins ond the globoleconomy. To ensure business continuity during
the disruption occosioned by this crisis ond in line with government guidelines, the
compony hos so for token the key octions outlined below.

l. Key Actions

ln response to Executive Order No. 2 of 2020 issued on 28th Februory by H.E. the President
Uhuru Kenyotto the compony estoblished o Covid-I9 committee on 2"4 Morch 2020,
comprising of monogers to undertoke o risk ossessment of oll business processes ond
business units ond mop out high risk oreos ond speorheod the preporedness of the
orgonisotion in cose of on outbreok. All looding depots, including the oirports of Noirobi
ond Momboso ond the morine offlooding point of Kipevu were clossified os high-risk
oreos. As o result, stoff were provided with Personol Protective Equipment (PPE) such os
surgicol mosks ond gloves. Hond sonitizers ond hondwoshing focilities were provided for
stoff, controctors ond visitors of ollKPC focilities. Temperoture screening wos instituted
before occess to ony compony focility.

Communicotion to locol ond export customers on odditionol meosures token to
minimise the risk of infection such os review of looding procedures to minimise hondling
of documents ond crowding in looding depots wos olso sent out on l5rh Morch 2020.
lnternolly, o communicotion compoign torgeting stoff wos lounched to roise oworeness
on the COVID-I9 pondemic ond personol sofety meosures to control the spreod.
Weeklye-updotes on precoutionory meosures ond periodic circulotion of e-newsletter
with relevont informotion ond updotes is olso done.
When the first cose wos detected in Kenyo in mid-Morch, there wos o review of
compony operotions to ensure thot only essentiol services progressed in line with the
Ministry of Heolth directive. The compony reduced the stoff numbers working from the
office to 40% ond criticol services proceeded through rototion of stoff to ensure thot
sofe working distonces were mointoined in the workploce. A fully equipped isolotion
unit wos set up of the KPC clinic locoted of the NoirobiTerminol.
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To sustoin business continuity, technology proved pivotolin ensuring o smooth tronsition
into new woys of working. Customers con tronsoct through online plotforms, meetings
ore held online, remote/working for home orrongements hove been implemented ond
vendor colloborotion is done through on e-procurement plotform. These meosures hove
been mointoined ond enhonced in line with government directives os well os KPC's
own risk ossessment of vorious business oreos.

2. lessons Leornl
As the business environment evolves due to the pondemic, the compony hos leorned
key lessons ond identified oreos of improvement. Some of the key leornings include

i. the need for continuol building of orgonisotionol resilience through testing ond
exercising of business continuity plons

ii. mitigotion of cyber security risks with remote working orrongements
iii. review of humon resources policies to oddress chollenges presented by remote

working such os ensuring effective performonce monogement
iv. lnstituting odditionolhygiene meosures to ensure KPC offices ore mointoined os

sofe working oreos for stoff during o pondemic
The componywill continuously review its operotions in light of the evolving noture of the
pondemic to ensure stoff sofety os it continues to dischorge its mondote of
uninterrupted supply of petroleum products to Kenyo ond the region.
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coRPoRATE SOCTAT TNVESTMENT (CSr) REPORT

Corporote Sociol lnvestment (CSl) is o globol proctice employed by Corporotes to
integrote sociol, environmentol ond economic concerns into their volues, culture,
decision moking, strotegy ond operotions in o tronsporent ond occountoble monner.
CSI enobles corporotes to estoblish best commerciol proctices, creote weolth ond
improve society.
Componies thot toke corporote citizenship seriously con improve their reputotion ond
operotionol efficiency, while reducing their risk exposure ond encouroging loyolty ond
innovotion. Overoll, they ore more likely to be viewed os investments of choice by
investors, employees, customers, regulotors ond portners.

Areqs of focus
The Compony hos identified the following os oreos of focus thot ore olso oligned with
the Government's Big Four strotegic gools, ond whose overoll oim is to ottoin
sustoinoble growth:

i. Empowerment of Youth, Women ond persons with disobilities
ii. Educotion
iii. Heolth ond sonitotion
iv. Cleon woter
v. Sports
vi. Energy Conservotion ond Environment restorotion
vii. Emergencies

KPC CSI initiotives odopts the principol of notionol ond regionolrepresentotion. This is

demonstroted by presence of KPC CSI footprints in oll ports of Kenyo os shown in the
diogrom below.
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Educotion being o key focus oreo, hos continuously received more thon 40% of the

totol CSI budget ond considerobly towords infrostructurol development of vorious

schools during the period under review os follow;

Construction of o dormitory of Kopsisi Primory School- Kshs.5,000,000

KPC Boord of Directors opproved o donotion ofKshs.5 Million toword construction of o

dormitory. This is o multi-yeor project is to be phosed in two Finonciol Yeors, 50% in

201912021 FY ond the remoining 50% in202012021 FY.

The donotion seeks to decongest the existing focility ond provide stote of the ort

Boording focility for the students.

Construclion of o librory ol North Hon Girls High School-Kshs.5,000,000

KPC recognizes the foct Pupils/ Students from morginolized oreos foce diverse

chollenges in ocquiring educotion compored to their peers in other oreos of the
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Country. lt is ogoinst this bockground thot KPC decided to sponsor the construction of

School Librory ot North Hon Girls High school in Morsobit County ot the Cost ofKshs.S

million.

This is o multi-yeor project to phosed in two FinonciolYeors, 50%in2019l2O2O FY ond the

rernoining 50% in 2020/2021 FY. Construction work hove commenced, ond it will

completed soon.

of Norlh Hon Pfimory School under conslruclion

HEAtlH

Our constitution guorontees the right to the highest ottoinoble stondord of heolth, this

hrcludes the right to heolth core services ond reproductive heolth forwomen. similorly,

fision 2030, in its sociol pillor, seeks to provide on efficient ond high quolity/stondords
L

heolth core system for oll Kenyons.
l

As o responsible Corporote Citizen, KPC through the Foundotion hos oligned its CSI

irfterventions with the objective of ultimotely spuning sociol development in o
strstoinoble monner. The Compony supports progroms thot complement the Notionol

Qnd County Governments initiotives which olso oligns with the President's BIG 4 Agendo

ldoding to the reolizotion of Universol Heolth Coveroge (UHC).

B{Vond Zero Morothon-Kshs. I O,OOO,(X}0

Aifns to support Her Excellency the First Lody to improve moternolond child heolth in

Kdnyo ond to reduce new HIV infections omong children.
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Firsi Lady Morgorel Kenyolto (3td Lefl) receives o dummy cheque hom KPC feom led
by KPC Boord Member Winnie Mukaml (2nd Righl) in supporf of lhe 5h edilion ol
Beyond Zero Holf Morothon lhol look ploce on 8th of Morch 2020

nt*r r t

Beyond Zero medicol comps loking ploce ol Olkolou H/C.

Migosi Heolth Cenlre-Kshs. 4,000,000
Renovotion ond equipping of Migosi Heolth Centre Rodiology Deportment (X-roy ond
Ultrosound) wos done to compliment Notionol Government ond Universol Heolth
Coveroge (UHC).
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KPC m hondover X-roy & Ultrosound to Migosi hospitolmonogement

Conshuctlon of o Moternlty Wlng of lungo Heolth Cenhe-Kshs.20,000,000
As port of our commitment to reduce moternol ond neonotol mortolity, the KPC
Foundotion hos portnered with NoirobiCounty Government to improve heolth service
delivery infrostructure.
The construction of fully equipped moternity wing of Lungo Lungo Heolth Centre is

meont to improve occess to moternol heolth core services for the residents of
Viwondonislum ond even beyond. This will significontly leod to reduced Child mortolity
rote, moternoldeoths, complicotions during delivery ond otherconditions ottributed to
childbirth. KPC donoted 20,000,0@ shillings towords construction of the moternity center
of Lungo Lungo H/C.

wlng ol Lvngo Lvngo Heollh Cenfre, Noirobi

FrFe Medico! Comps & Concer Advococy-Kshs. 5,000,000

KPC outreoch progroms/public Borozo's ploys o criticolrole in providing o plotform for
deliberotely ond intentionolly cultivoting sociol hormony with the communities. Our
noture of business presents odverse effects to the environment hence the need to
develop shored interventions/volueswith the communities. Ouroutreoch progroms ore
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designed to oddress sociol ond environmentol risks thot our business poses to the
communities.

The Boord opproved SMillion shillings for Creoting Concer oworeness ond odvococy
ond conducting free medicol comps. Due to COVID-I9 Pondemic thot sow
government impose o cessotion of movement, Foundotion only monoged to conduct
Free medicol comp in Nyericounty on 8fh to 9fh Februory 2020.

Free Medical camp of Endorosho Nyeri County.

The Boord olso opproved Kshs.2,500,000 to conduct free medicolcomps in Mokueni,
Kojiodo, Toito Toveto, Kwole, Kilifi, Nokuru ond Eldoret. Due to COVID-19 Pondemic this
initiotive could not be executed. lt wos therefore postponed.

SPECIAT GROUPS EMPOWERMENI
lnuko'Kshs. t 4,000,000

KPC initioted INUKA Scholorship progrom in 2016 to enoble students with disobility to
occess secondory level educotion. lt wos estoblished to empower young persons
with Disobilities to overcome their physicollimitotions ond to become fully integroted
members of their communities ond ultimotely be oble to odd volue to their
competitiveness thot will moke them occess ofher opportunities in future.

The Boord opproved Kshs. 14 million thot hos benefited 94 students. Further, through
this funds KPC hos troined 50 individuols under the speciol cotegory on occess to
government procurement opportunities (AGPO)

The scholorship progrom which benefits 2 children from eoch of the 47 counties o boy
ond o is on equolizer becouse it odvocotes for sociol inclusion of those who could hove
been neglected for lock of school fees, KPC continues to invest on the educotion of
bright children living with disobilities. The third cohort of students joined Form one in 20lg
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bringing of the totol number of children who hove benefitted from the progromme to
284.

Donotion of Kshs. 55,000,000 to NYS for monufocture of foce mosks
Kenyo Pipeline Compony (KPC) Boord of Directors opproved Kshs.55,000,000 (Fifty-Five
Million Shillings) donotion to the NotionolYouth Service (NYS) towords the production of
one million protective foce mosks to counter COVID-19 spreod. Ihe mosks hove been
distributed to vulneroble populotions for free.

This donotion followed o request by KPC's porent Ministry of Petroleum ond Mining &
Petroleum for Kenyo Pipeline to supporl the Government's efforts to protect Kenyons
ogoinst COVID- I 9 infections.

"We know thot the Kenyon youths ore incredibly resilient ond creotive. We see o mojor
role for them to ploy in the fight ogoinst COVID-19. lnvolving our youth in this fight will
provide on opportunity for increosed oworeness ond optimized solutions for our
communities," odded the NYS Director Generol, Motildo Sokwo.

"The production ond distribution of foce mosks complement the current efforts by KPC

ond its portners of producing ond distributing free hond sonitizers to the most vulneroble
citizens." soid the Stote Deportment for Petroleum PrincipolSecretory Andrew Komou.

"This initiotive morks KPC's second mojor intervention to help stop the spreod of COVID-
19.
The first intervention wos KPC coordinoting the production ond distribution of free
olcoholl-bosed sonitizers through o unique public-privote portnership," soid the Boord's
Choirperson John Ngumi.

Production ond Distribution of 2 million lilers of Government hond sonilizers
ln lote Morch, KPC ond its portners kicked off the production ond distribution of 2 million
liters of hond sonitizers estimoted whose morket volue is estimoted to be overh2 billion.
"The Compony is proud to be ossocioted with the Government's efforts to protect
Kenyons from COVID-I9 infections. The Boord opplouds ond oppreciotes the
tremendous work KPC stoff hove put into these initiotives, ollthewoywhile ensuring thot
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Kenyons ond regionolconsumers continue enjoying unintemlpted occess to petroleum

misoid in o stotement

i ati&k."*.
Foundotion Monoger distributing sonitizers to Bodo Bodo operotors.
"The KPC Boord olso oppreciotes the contributions mode by oll our portners in the

sonitizer initiotive. lt hos been humbling to wotch corporotes, community groups ond
individuols put oside their normol business ond come together to help fellow Kenyons,
wilhout expecting or receiving ony poyment, for whot is o mojor ond high monetory
volue exercise. This shows the true Kenyon spirit," odded Ngumi.

Donolion of No.30 woter tonks to Muthurwo Morkel
Troders of Muthurwo morket ore better equipped to fight Covid -19 ofter KPC donoted
30 woter tonks. The community now hos o consistent supply of cleon woter to mointoin
good hygiene since thot's the most effective preventive meosure of Corono virus
infection os recommended by World Heolth Orgonizotion (WHO) ond the Ministry of
Heolth.

KPC lmmediote former Boord Choirmon John Ngumi (RighD ond Noirobi Women
Represenfolive Hon. Eslher Possoris (Left) wosh lheir honds when lhey honded over
fonks to Muthurwa Morket froders.
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MONITORING & EVATUAIION

Trust ond relotionship ore vioble ossets in on orgonizotion, KPC demonstrotes the some
through listening ond integroting community concerns into its policy ond proctice. lt's
ogoinst this bockground thot KPC CSI progroms ore identified, implemented ond
executed.

CSI progroms ore evoluoted on onnuol bosis to review the effectiveness of the initiotives
undertoken but olso to meosure the impoct to both beneficiories' communities ond
their business ond subsequently on KPC Return on investment (ROl)

ln 201912020 FY, Foundotion intergroted monitoring & evoluotion(M&E) of the CSI

projects to ensure thot the projects meet the desired impoctforthe beneficiories. lt is on
importont component embedded in KPC CSI projects ocross the Country.

Scenorio (!nuko cose study)

lnuko

Vorious interventions hove proved thot it is possible to minimize the degree of disobility
ond enhonce the performonce of Persons with Disobility (PWDs) through integrotion
ond empowerment progroms in view of promoting disobility moinstreoming in the
notionol development. Empowerment of PWDs is one of the key focus oreos of KPC
Corporote Sociol lnvestment policy. Therefore, in conformitywith the CSlpolicy, KPC hos
seized on opportunity to contribute to the Notionol empowerment of PDWs in the
ospects of socio-culturol, educotion ond economic development in form of the INUKA
Progrom.

The impoct ossessment oimed of ossessing the initioloutcomes ond impocts thot moy
hove been reolized of this eorly stoge of the leorners ond whot lessons moy be
imperotive into the progrom to ochieve the long-term gool(s). The mojor focus of the
ossessment wos to verify if or not the INUKA scholorship progrom hos initioted ony
desired tronsformotion of the students' life in their perceptions ond ospirotions in the
domoins educotion, sociol, emotionol ond economic.

Site visit doto ond Foundotion Deportment records were used in the informotive
onolysis. Forty-seven (47) students out of the expected 282 students (16.7%l from 9

speciol secondory schools ond respective principol/teocher were interviewed os o
representotive somple for the whole scholorship progrom.

The selected schools ond the respective number of students under INUKA Scholorship
rom ore os below:

Momboso

No. Nome of the School No.

of sludenls

County

I Thiko Hiqh school l8 Kiombu

2 Joy Town Secondory School for the
Physicolly Hondicopped

21 Kiombu

3 St. Lucy High School for the Visuolly
lmpoired

8 Meru

34 Solvotion Likoni Hi h School for the
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Nome of the School No.

of studenls

CountyNo

i1,,,
I

i5

, Visuolly lmpoired

, Pwoni Secondory schoolfor the Deof

r6
I

, Momboso High School

7 ,. Bohori Molindi Secondory School

8 I Sohojonond lnclusive TechnicolSecondory
School

9 for The Deof

3 Kitifi

3 , Momboso 
,

2 Kitifi

2 Kitifi

2 , Kwole

The ossessment suggests thot INUKA progrom hos contributed to the overollwell-being
of oll the students who ore beneficiories, the beneficiories indicoted thot INUKA hos
brought obout hope ond o bright future in them. The progrom hos porticulorly been
instrumentol in tronsforming the lives of the beneficiories sociolly. emotionolly, physicolly
ond mentolly. confessions from them indicoted thot the progrom hos positively helped
them in turning their lives from disobility to oble people

Therefore, INUKA progrom hos imported hope ond positive inspirotions to the speciol
needs students from the on of the impoct ossessment

Kwole School f or The Deof ond Thiko High School for The Blind

Akithii Girls Secondory school- Conslruction of o borehole ond sloroge tonks

Akithii Girls Secondory School locoted in Tigonio West Sub-County, Meru County. The
school initiolly locked odequote cleon woter therefore the girls were forced to wolk
long distonces over long hours in seorch of the some. They were exposed to dongers of
insecurity, rope ond obduction thus o borehole wos constructed to mitigote the
chollenges.

This project wos completed in 2017 ond storted operoting immediotely thereofter. As
KPC endeovors impocting the society economicolly ond sociolly through CSl, this post
impoct ossessment oimed of ossessing the impocts the CSI initiotive hove ochieved. The

mojor focus wos to toke o holistic view of how the project hos impocted the
beneficiories in the school ond the surrounding community.
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Woler ionk ol Ar<ilhit Girh Secondory School

ProJect impocts

e School Administrotion ond the boord offirmed thot the woter sourced from the
project hos brought obout positive impoct in the schoolond the community in

of increosed school enrollment ond performonce, sociol, environmentol ond
conomic effecis.

l. lmproved performonce
I o) Position 3 out of 47 schools reported by the odministrotion ond noted os

mojor stride. Aitoined Position I I in the lorge Tigonio of 
,l20 

schools ond
I meon of 4.1 from meon grote of 3.9.

b) The schoolreported os the "Best Girls' School" in the sub-county ofter the
completion of the woter project.

ti. lPosltlve culture chonge
The Schoolis cunently quite ottroctive os o girl leorning center
o) Cunently ot high student enrolment from 480 to current 751, untilthe
I odministrotion hos copped it,

b) High level hygiene ottoined (closses ond dormitories cleon, low heolth
I issues)

c) Schoolstoble ond progrommes run os scheduled,
d) Hos become o venue of choice for hosting events/octivities in the Tigonio

region,
e) Hos ottrocted ond retoined teochers,
fl High Student retention rote.

Q) Behoviorolchonge (The girls ottitude hos chonged into high confidence
I ond self esteem

h) Positive perception on the schoolby the community
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iii. Tronsformolion of lives

o. The Borehole become source of woter for the Akithii primory school unit
ond the AkithiiCotholic Church

b. The woter hos tronsformed the school fo on environmentolly conducive
ond ottroctive compound (flowers. trees, gross)

A dry spell, but school compound is green

c. lnigotion Projects
The School hos initioted ond progressed the following irrigotion projects
thot utilize the borehole woter to subsidize food ond better diet for the
Akithii Girls Community;

Grown up ptg sloughler for meol in lhe school

Fish forming
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Cereolforming

d. Job creotion
The vorious inigotion projects ond the keeping of the compound hos
creoted job opportunities for the locols

Agriculturol leorning projecls
Student undertoke ogriculturol projects with the woter os depicted below

iv
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Monyonyi Primory School

Monyonyi primory school is o mixed doy school, Locoted in LugoriWord, Lugorisub
County in Kokomego County. The school is in o low-income society, essentiolly
fomers ond severol orphoned children under the core of grondporents.

The lmpoct evoluotion oims of ossessing the impocts thot the CSI initiotive hove
ochieved ofter the reolizotion of the project. The mojor focus on the ossessments is

to ossess how the projects hos impocted the beneficiories in the school (pupils &
teochers) ond how it hos helped the locol people in improving their sociol-
economic stondords.

Between 2010 to 2016 Monyonyi Primory School wos in dilopidoted ond wonting
condition described by:

i. Poor stote of closses

ii. Sunk toilets
iii. Unheolthy ond unhygienic environment
iv. Generolly poor ocodemic performonce

Prior to KPC interventions teochers opted to hold closses under the trees or in open
grounds to ovoid the risk of collopsing clossrooms. The Boord opproved lOMillion
Shillings to furbish l2No.clossrooms, Construction of 1ONo.pit lotrines ond schoolgote
The project initioted in April 2017 ond Completed in Februory 2018.

No.13 closses furbished ol Monyonyi Primory SchooL
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Currenl school compound &
Clossroom

Compleled school gole

Previous school compound
& clossrooms

Compleled I ONo. Gils p il lolrines (five
in the hont, five in lhe bock)

A Hoppy School
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Project impocts
The school monogement ocknowledged thot the project brought obout positive
impocts in the school ond in the community in terms of increosed school enrollment,
improved performonce, motivotion omong the pupils ond teochers, improved discipline
omong pupils;sociol, environmentolond economic effects os orticuloted below:

lncreosed School enrollment
The school enrollment went up from 250 pupils in the yeor 2017 lo 467pvpils
by the yeor 2O2O which wos ottributed to the CSI lnitiotive which motivoted
porents to enroll their children in the school ond retention of the enrolled
pupils.

Monyonyi Primory School enrolmenl
467

320
280

250
280

2016 2017 2018 2019 2020

From the groph, it is evident thot the school enrollment increosed groduolly
from 2Ol 7 ofler completion of the school upgrode. This is on 877" increose
fromyeor 2017.

During the project implementotion, the schoolsituotion wos quite pothetic
resulting to some pupils tronsferring to otherschools ond others dropping out,
os indicoted by the drop from yeor 2016 to yeor 2017 os indicoted in the
groph obove.

Improved Performonce
After the completion of the project, the school performonce bosed on meon
score went up os shown in the groph below.
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The school meon score increosed from I84.04 in 20161o 219.69 in 2019. The
school monogement ossocioted the improved performonce to the
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completion of the project which motivoted the pupils ond teochers ond
gove the leorners conducive environment for studies.

The drop in the meon score in 20lB wos becouse of obsence of the school
heod teocher due to heolth issues. The heod teocherwos one yeor old in the
schoolond wos in the process of rolling out the formuloted plons (progroms)
ond coordinotion of the school octivities. The obsence hod o negotive
impoct to the pupils, porents ond the teochers.

Positive culture chonge
The overoll upgroding of the school hos chonged the overollottitude of both
students ond teochers in terms of odequote ond beoutiful leorning
environment. The improved positive perception of the school resulted
behoviorolchonge omong the pupils resulting to improved discipline.

lmoge ond Repulolion
The project positively uplifted the imoge of the school in the County. The
school hos become o benchmork point for other primory schools in the word
ond beyond. The project hos olso ottrocted otherstudents from otherschool
(inter school tronsfers).

Tronsformotion of lives
The KPC funding to refurbish Monyonyi primory schoolin Lugori hos brought
obout tronsformotion of lives within the community;

lmproved community living stondords by creotion of more jobs (cousolond
permonent) opportunities due to increosed school populotion,
The school hos been oble to odmit more students in the sunounding
community,
The school hos olso enlightened the society to volue educotion os more
porents hove enrolled their children in school.

lmproved Security in the school
Extro clossrooms ore used to sofely keep schoolbooks ond other voluoble
moteriols. The constructed school gote hos olso given on imoge of on
improved school security.

Extro opporlunities
Efficient utilizotion of the CSI funds by the school creoted more clossrooms
thon envisoged ond the school monogement wos oble to convert two of
them into Heodteocher's Office, Stoffroom ond Bursor Office.
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ENVI RONMENIAT SUSTAINABILITY STATEMENT
KPC hos in ploce o detoiled Heolth. Sofety ond Environment (HSE) Policy thot guides its
implementotion of occupotionol heolth, sofety ond environmentol progroms. KPC
monogement recognizes its responsibility to ensure thot oll reosonoble steps ore token
to protect ond preserve the environment in which it operotes; hozords ore removed
ond controlled, ond heolth preservotion ond injury protection of employees is

ochieved, whilst olso being o good neighbour.

Guided by the HSE policy. the compony hos continued to implement its HSE

Monogement System. lt is worth noting thot KPC hos received certificotion to ISO 14001

Environment Monogement Stondord ond the BS OHSAS 18001. the fromework for
Occupotionol Heolth ond Sofety Monogement, through Certificotion body Bureou
Veritos. The compony is now emborking on integroting the HSE, Quolity ond Loborotory
Monogement Systems, in o bid to ochieve resource efficiency, whilst ensuring its systems
ore Best in Closs.

HSE Monogemenl Syslem

The HSE Monogement System implementotion folls in four (4) buckets, nomely
Complionce, Culture, Prevention ond Resource & Copobility.

Under the Complionce pillor, KPC complies with Environment Monogement ond
Coordinotion Act 2012 CAP 387, Occupotionol Sofety ond Heolth Act 2007 CAP 514.
Woter Act, 201 6, ond the Energy Act 2012, now the Petroleum Act 2019.

SHEQ deportment portnered with the Morendot lnstitute of Oil ond Gos (MIOG), to troin
depot-bosed Emergency Response Teoms in Level 2 ond 3 Bosic Fire Fighting, os port of
the Resource ond Copobility pillor. This troining served to enhonce the firefighting
emergency response copobility of depotbosed stoff. Fire risk is considered one of the
top Enterprise risks.

As port of the Culture pillor, the World Environment doy wos morked on 5th June 2O2O

with the theme 'Celebroting Biodiversity'. KPC morked the doy by plonting 520 trees
ocross KPC focilities. in portnership with Kenyo Forest Services. Turkono wos the host
county for the notionol celebrotions, ond KPC sponsored NEMA to the tune of Kshs.

500,000 to go towords purchosing of indigenous tree seedlings for estoblishing o green
belt in Turkono.

Conective octions from risk ossessments, oudits, ond incident investigotion ond neormiss
reports continue to be implemented under the Prevention pillor.

Corono Virus Pqndemic:

This yeor the country hos been impocted by the Corono Virus pondemic. Eversince the
first cose wos reported in Kenyo on 12th Morch 2020, the compony hos put in ploce
vorious meosures to protect employee heolth ond sofety ond ensure thot KPC
mointoins its obility to supply petroleum product to its customers.

KPC hos provided hond sonitizers, hond woshing focilities, mosks, ond temperoture guns
os protection meosures for oll focilities. Fumigotion ond sonitizotion of KPC focilities to
include offices, common oreos, externol spoces ond vehicles coming to the focilities
continues to be done. Through vorious communicotion chonnels, the compony hos
kept stoff obreost of importont informotion on the COVID-19 pondemic.
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The compony hos olso complied to Ministry of Heolth ond Heod of Public Service
guidelines on ollowing stoff to work from home where this is possible, including those
with underlying conditions, or over the oge of 58. ln oddition troinings ond meetings ore
now held virtuolly in on effort to comply with sociol / physicol distoncing requirements.

The compony hos recorded two (2) Corono Virus coses in the finonciol yeor. These
coses hove been monoged os per MoH guidelines. The compony hos ensured thot the
offected stoff ond theirfomilies receive the required medicolottention. Contoct trocing
hos been key in minimizing the spreod of the virus in the workploce ond protecting
those with underlying conditions. The compony hos therefore been oble to continue
fulfilling its mondote of sofely ond efficiently delivering petroleum products to its

customers.

Heodline performonce:

153 neor misses were reported in the finonciol yeor. Reporting of neor misses is

importont becouse it helps to predict where octuol incidents ore likely to occur, ond
therefore enobles preventotive ond conective oction to be token, before on incident
occurs. This number wos lower thon the previous yeor number of 292, moinly due to
reduced stoff in the workploce, os o result of the COVID pondemic. The compony
continues to focus on roising oworeness on neormiss reporting ond encouroging stoff to
do the some.

The highest severity incident recorder in 2019120 wos o Lost Time Accident thot
occurred on 6rh Morch 2020.The incident involved o controctor stoff who sustoined on
eye injury whilst using on outomotic wire brush. The stoff received first oid ot the
compony clinic ond wos loter token to hospitolwhere he received further treotment.
The stoff wos owoy from the workploce for l5doys to enoble full recovery.

During the finonciol yeor, there were three (3) spills on KPC Line l. The spills were os o
result of corrosion of pipeline, thereby moking it unoble to withstond internol pressure
build up. The spills were experienced in KM 39.7, KM 38.8 ond KM 23.5. Line I is on oging
pipeline - it hos been in operotion for over 40 yeors - ond cunently there ore plons ond
preporotions for its decommissioning.

The KM 304 Kiboko cleon-up is neoring completion. The spill occurred on the 30th Morch
2019. KPC will corry out on EnvironmentolSocio- Economic lmpoct Assessment (ESEIA)

through o NEMA licensed compony. On completion of the cleon up, KPC willundertoke
ond Environmentolsompling, to include o hydrogeologicolstudy. This will be the bosis
for o decommissioning request from NEMA.
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Climote Chonge Reporting ond Finonciol Flows of Kenyo Pipeline Compony

Kenyo Pipeline Compony in line with Kenyo's ond the World's quest to tronsition to low
corbon ond climote resilient development pothwoy by 2050 is ensuring its business ond
operotions odopt effectively to climote chonge through its business model
diversificotion, ond its operotions robustness. resourcefulness ond speedy recovery in
event of climote disruptions. ln so doing, KPC is contributing to the implementotion of
Kenyo's "lntended Notionolly Determined Contribution (INDC)" through greenhouse
gos emission ovoidonce while olso oddressing concerns over locol oir quolity,
congestion, ond sofety os well os ensuring its business continuity.
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Besides direct impoct to KPC infrostructure, operotions will be greotly offected by
odverse weother effect on interdependent services like electricity supply where
tronsmission, storoge ond distribution (TS&D) networks ore very vulneroble to extreme
weother events with frequent outoge of supply. ln oddition, high ombient temperotures
moy reduce power plont efficiency ond increose demond for cooling woter thereby
cumulotively offecting KPC operotions in the long term.

However. the most significont impoct of climote chonge policies on KPC will be on the
business model continuity where the globol decorbonizotion policy by 2050 will result in
potentiol replocement of the diesel engine os is presently with innovotive renewoble
energy-bosed engines such electric & hydrogen operoted engines. For exomple,
Europeon Union hos signed off its climote policy with net neutrol emission by 2050 ocross
its vorious sectors from the power sector to industry, mobility, buildings, ogriculture ond
forestry. United Notions (20191projects thot by 2040, electric cors would moke up 90
percent of the world's 2 Billion cors resulting in I I B bonels of Oilo yeor use ovoided. Thot
is equivolent to 50 percent of onnuol globol production.

Therefore, to odopt ond mitigote ogoinst climote chonge implicotions ond reloted
globol climote policies, KPC under the stewordship of notionol climote chonge policy
hos implemented ond is in the process of implementing vorious octivities to meet these
torgets. Among this ore;-

i. Undertoke on economic diversificotion to ensure new streoms of revenue for its
business continuity. This diversificotion is prioritizing LNG/LPG option. Developing
countries. underthe Poris Agreement hove been ollowed o leewoyto tronsition
on use of LPG/LNG in lieu of reducing deforestotion ond domestic (indoor)
heolth pollution ond its consequence from use of biomoss os fuel. To this end,
KPC hos budgeted for development of LPG depots in Momboso ond Noirobifor
FY 2O2Ol21 of the cost of Kshs.520 million os o groduoted investment overtime.

Undertoking o holistic climote chonge operotionol impoct risk ossessment to
onticipote future risks posed by o chonging climote ond their monogement in
view to minimize disruptions ond setting up robust ond resilient systems ond
recovery within shortest period. This will be foctored into climote risk

monogement through obtoining of climote chonge impoct insuronce cover in
the neor future.

Assessment of fugitive emissions from oll its product tonks ond retrofit tonks
roofing system ond volves where fugitive emissions occur to minimize enhonced
product loss ottributed to increose in temperotures os the world worms thereby
minimizing loss obove industry ollowoble limits. As o result, KPC hos tendered for
retrofit of tonk TK 201 in Noirobi Terminolwith instollotion of o dome ond flooting
roofs to minimize fugitive emissions of o cost of Kshs. 158.6 million. ln the long
term, ollflooting roofs would be retrofitted.

Review existing emergency preporedness ond response strotegies to keep
criticolinfrostructure functioning ond protect lives ond livelihoods in porticulorfor
jetties, volve chombers olong ROW; pump rofts, ond minimizing ROW woshout
protections.

Setting up of electricity bock-up systems to ensure quick response ond recovery
in event of severe weother disruptions. As o result, KPC hos instolled bockup
generotors of oll its stotions countrywide. This is on overoge investment cost of
Kshs. I00 million.
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KPC hos instolled solor infrostructure for its remote cothodic protection system for
pipeline conosion monogement thereby contributing to renewoble energy
generotion for port of its energy use. This infrostructure is set up olong Line I from
Momboso to Noirobi. The instollotion is estimoted to cost Kshs.37.9 mlllion
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STAKEHOTDER ENGAGEMENT

Stokeholder relotionship monogement hos been pivotol in reolizotion of the
Compony's revenue torgets by enhoncing colloborotive porlnerships ocross sectors
in the oil ond gos supply choin. Oil Morketing Componies (OMCs) ore the most
integrolstokeholders to the Compony's operotions olongside governmentolond
other privote sector octors. The OMCs primorily comprise multi-notionol componies
(Mojors) ond independent ployers in the sub-sector.

ln FY20l9/20, lhe Compony surpossed its morket shore growth performonce
indicotors by ottoining96% morket shore for the locol morket ogoinst imports into
the Port of Momboso, ond 79% export morket shore ogoinst the some bosis. This is

defined os the throughput volume from the pipeline os o quotient of the totol
imports into the country. Lost yeor, locol morket shore wos of 89% ond export
morket shore wos ot 62%. On the locol morket spectrum, the top ten (10) OMCs
commond o combined morket shore of 65% compored to 68% in FY2018/19. They
include; Vivo Energy Kenyo Ltd - (17.2%), Totol (K) PLC - (l 6.1%), Rubis Energy Kenyo
PLC - (10.4%), Olo Energy Kenyo - (4.8%1, Oilcom - (3.90%), Loke Oil Limited - {3.8%),
Be Energy Limited - (2.7%), Petro Oil (K) Ltd - (2.3%), Golono Oil (K) Ltd. - (2.0%) ond
Royol Energy (K) Ltd - (2.0%1. The other 67 octive customers contribute 35%to KPC's
top-line revenue.

l. The Export Morket Engogemenl
One of the Compony's key strotegic objectives is to grow the regionol morket shore
lo 90% under the Geogrophic Exponsion (GE) pillor in the Corporote Strotegic Plon
by 2025. During the period under review, the Compony developed eloborote
exporl morket recovery strotegies with o view to enhoncing competitiveness in
pipeline utilizotion. ln FY20l9/20 the export morket shore growth plon included o
stokeholder engogement forum heodlined by the KPC Boord TechnicolCommittee
(BTC) ond Monogemeni teom in Ugondo between 2"4Io 6th Morch 2020.

The moin objective of the engogement wos to propogote the now-gozetted
Energy ond Petroleum Regulotory Authority's (EPRA) multi-yeor pipeline ond storoge
toriffs - o 27% reduction of pipeline tronsit toriff from $54.44 to $39.84 which
tronsloted into o pipeline londed cost competitiveness to Kompolo of B% over rood
tronsportotion ex-Momboso privote depots. The other moin octivity in Ugondo wos
to evoluote the construction progress of the Mohothi-lnfro jetty focility, ond
efficiency of Port Bell ond Jinjo-bosed storoge terminols, oll of which ore
complementory receipt focilities to Kisumu Oil Jetty (KOJ) ond key in

operotionolizing it. The engogement wos finolly oimed of interfocing with the
Ugondo morket's service delivery concerns ond communicoting conesponding
improvement meosures token towords the desired growth in the Compony's
regionol morket shore.

Other stokeholder octivities were one-on-one engogements with the Kenyo High
Commission - Kompolo, Ugondo's Ministry of Energy ond Minerol Development,
Ugondo Revenue Authority ond the OilMorketing Componies.

Poge 511122



KENYA PIPETINE COMPANY TIMITED
REPORT AND FINANCIAT STATEMENTS FOR THE FINANCIAT YEAR
ENDED 30 JUNE 2O2O

Pictoriols - Ugondo Slokeholder Engogements:

At Kenyon High Commission - Kompolo Offices

At Ministry of Energy ond Minerol Development - Kompolo

Dinner ol Kompolo Sereno Hotel

I

J

i

--,L'. ':.

7ti * -t-.-J"l
- -*

-, 
' i\

;"ttlr €tl

{

Customer Engogement - Kompolo - with Totol Ugondo
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Aeriolview of Mohothi lnfro Jetty Focility in Bugiri-Bukoso,
Enlebbe - o complementory receipl jetty to KPC's KOJ.

2. Cuslomer Service Week
CustomerService Week (CSW) is o plotform to chompion the volue of Customer
Experience (CX) in sustoining businesses. Customer experience is continuously
receiving globolfocus os o key corporote principle in revenue growth, oswellos
the need to bridge the divide between the brond ond the customers'
perception. which of corporote level is well stipuloted under our Business

Leodership ond lmoge ond Reputotion pillors of the Corporote Strotegic Plon
(csP).

This yeor's Customer Service week wos held between 7th ond I I tn October 2019

with the theme: "Behind lhe Smile." Some of the octivities forthe CSW included:
on e-cord conveyed to oppreciote internol customers (stoff members) os well os

OMCs, omong other stokeholders to oppreciote their business portnership; coke
cutting for internol ond externol customers of oll service delivery points,

especiolly the depots; courtesy coll ond trophy oword to Vivo Energy Kenyo
Limited os the Iop throughputter (utilizer of the pipeline) in FY20l 9l20:KPC focility
tour with OMCs ond demonstrotions to oppreciote behind lhe scenes octivities.

Pictoriols - Customer Service Week Visits:
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3. Portnership with Stokeholders (OMCs, Government lnstitulions, CBOs & Corporoles)
KPC portnered with oilindustry ployers thot expressed willingness to produce olcohol-
bosed sonitizers for free distribution to the public throughout the country in the
president-led effort to prevent the spreod of COVID-19. This londmork public-privote
portnership (PPP) wos successfully undertoken with over twenty-seven 127) corporotes,
sixteen (16) government institutions including the Heod-of-Public-Service-oppointed
Multi Agency Teom (MAT), hundreds of Community Bosed Orgonizotions (CBOs) ond
other entities in the following services: blending, pockoging/bottling, donotion of
bottles/ contoiners for pockoging, supply of glycerol, hydrogen peroxide ond lime
cordiol for blending. worehousing ond dispotch of blended sonitizers, tronsportotion
ond logistics, provision of surgicol mosks os port of personol protective equipment (PPE),

printing of oworeness posters for medio, mobilizing entities such os the Council of
Governors, County Commissioners ond other politicol ployers such os Members of
Porlioment (MPs) ond senotors for the lost mile distribution drive. The initiotive yielded
ond distributed over 1.5 million litres of sonitizer produced in nine (9) blending plonts in
Momboso, Noirobi ond Muhoroni.

The portnership hos further gelled the Compony with its key stokeholders - OMCs ond
governmentol bodies - thus fostering solid relotionships thot will oid in KPC's olignment
to stokeholder expectotions ond focilitote prooctive resolution of issues to further grow
the business. lt hos olso yielded o tronsformotion of the Compony's brond ond
reputotion thus fortifying its public ond internotionol imoge. Some of the principol
stokeholders engoged were os indicoted in the infogrophic below:
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Slokeholder lnvolvement Chort
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4. lnter-ogency Colloborotions

A decline in regionol export morket shore hos lorgely been ottributed to the trode
boniers olong the Northern CorridorTronsit Route (NCTR). To resolve this, KPC hos been
engoging vorious ogencies pertinent to its service delivery. For effective resolution of
Non-Toriff Borriers (NTBs), o structured inter-ogency colloborotion engogement plon wos
developed for implementotion in FY20l 9l20.During the prevoiling COVID-19 mitigotion
period, stokeholders were engoged remotely through online plotforms. The porties the
Compony hos hod fruitfulengogementwith include Kenyo NotionolHighwoys 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.

5. Customer Needs & Solisfoclion Survey & Customer Comploinls Monogemenl
FY2019 /20 Customer Needs & Sotisfoction Survey wos undertoken in June 2020 with o
CustomerSotisfoction lndex (CSl) of 79%reported. Customer feedbock from the survey
were identified forimplementotioninFY2O2O/21. Compliments ond comploints received
from customers were ocknowledged, registered ond closed out with o customer
comploints closure rote of 86%, o 5% increose from 81%inFY2)lBl19.

6. VesselSchedullng Meelings (VSM) & Supply Coordlnollon Meetlngs (SCM)
KPC porticipoted in oll meetings held by the industry to plon for import cycles ond
oddress industry chollenges. These meetings foster expedient resolution of industry
motters ond progressive relotionships with the key stokeholders in the supply choin.
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STATEMENT ON TEADERSHIP AND ETHICS

KPC Monogement is committed to promoting ond fostering on orgonizotionolculture
thot does not tolerote ony octs of froud or conuption ond continues to strive towords
ensuring thot oppropriote structures ore instituted to focilitote moinstreoming integrity
ond promoting on ethicol culture in the Compony. To ochieve this objective, the
Compony hos put in ploce vorious structures ond policies to support this effort of
minimizing corruption which includes: Moinstreoming of lntegrity, ethics ond
complionce into o fully-fledged Section imbedded in the lnternol Audit Division to
speorheod ond coordinote the lntegrity progrom componyvvide; ln line with the
government modelprovided in the Public Service lntegrity Progrom Monuol, which is

committee bosed, odopted o three-tier operoting structure with o Monogement
oversight Committee choired by the Monoging Director ond members drown from the
Executive Monogement teom to oversight the integrity progrom, o Secretoriot bosed ot
the heodquorters comprised of representotives from mojor functionol oreos to work
hond-in-hond with the lntegrity Section to provide technicol support, ond seven
RegionolCommittees bosed in the mojorStotions with troined lntegrity Officers where
stoff con report suspected issues of conuption within their respective regions. Stoff ore
encouroged to report ony suspected incidences of conuption to ony of the
Committees through emoil, telephone, or verbolly without feor of reprisol. An
ononymous emoil oddress - report.conuption@kpc.co.ke. hos olso provided for
reporting ononymously.

Severol lntegrity policies hove been developed ond operotionolized os guidelines for
the stoff ond Stokeholders ond hove been mode ovoiloble on the KPC website -
www.kpc.co.ke. This includes the Code of Conduct ond Ethics to provide guidelines on
the ethicol volues os well os regulote the behovior, relotionships, ond octions of stoff;
the Gift Policy to provide guidelines on the receiving ond giving of gifts, declorotion
ond disposol process. with the Gift registers ploced in ollthe Compony Depots/Stotions
for eose of declorotion; the Anti-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.

To identify corupt prone oreos within the corporote processes, Conuption Risk

Assessments (CRA) ore regulorly undertoken, ond the Corruption Prevention/Mitigotion
Plons developed. The recommendotions once odopted ore then possed to the
relevont deportments for implementotion with regulor follow-ups ond reports to
Monogement ond other regulotory outhorities.

During the FY 201812019, the compony corried out CRA on four themotic oreos which
included: Operotions & Mointenonce; ICT; Procurement & FinonciolMonogement;ond
Poyroll Monogement ond onolysis of their likelihood of moteriolizing ond the
consequences therein identified. Mitigotion plons to guide the compony to toke
necessory steps to ovoid or control the risks were developed.

As port of the integrity strotegy, the Compony periodicolly corries out corruption
perception surveys ond conuption prevolence surveys in on exercise thot involves both
internol ond externol stokeholders. These surveys ore oimed of identifying oreos thot ore
prone to conuption ond the ossocioted conuption levels. The results of the surveys
inform vorious corruption prevention interventions.
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KENYA PIPEIINE COMPANY TIMITED
REPORT AND FINANCIAL STATEMENTS FOR THE FINANCIAT YEAR
ENDED 30 JUNE 2O2O
The Monoging Director mointoins on 'open-door policy" ond encouroges stoff towolk
into his office to report ony suspected conuption thot they moy be ofroid to report
through other chonnels ond hos circuloted the communique from the office of the
president providing o telephone number 0791333222 for use by onyone who wishes to
report conupt octivities/incidents ononymously to the presidency.

Noirobi,
2020
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KENYA PIPELINE COMPANY TIMITED

REPORT AND FINANCIAT STATEMENTS FOR THE FINANCIAT YEAR ENDED

30 JUNE 2O2O

REPORT OF IHE DTRECTORS

The directors present their report together with the oudited finonciol stotements of
Kenyo Pipeline Compony Limited (the "Compony") for the yeor ended 30rh June 2020,
which disclose the Compony's stote of offoirs.

ACIIVIIIES

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

RESUTTS

Kshs
5,814,880.229

(1,820,86e,707l,

3,994,O10,522

D!VIDEND

The directors recommended ond opproved poyment of Kshs. 2.7 Billion os dividend in
respect of the yeor.

(201 9 -Kshs. 1 I .5 Billion) .

DIRECTORS

The current directors ore os shown on poge 5 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

Secrelory

Nolrobi

Profit before tox

Tox chorge

Profit otler lox for the yeor

Dote
a.{. 2- &oe \

Poge 59 | 122



KENYA PIPETINE COMPANY TIMITED
REPORT AND FINANCIAL STATEMENTS FOR THE FINANCIAL YEAR
ENDED 30 JUNE 2O2O

SIAIEMENT OF DIRECTORS' RESPONSIBITIT!ES

Section 81 of the Public Finonce Monogement Act, 2012 ond Cop 485 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 compony. The Directors ore olso responsible for sofeguording
the ossets of the compony.

The Directors ore responsible for the preporotion ond presentotion of the compony's
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, 2019. This
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 presentotion 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 finonciol stotements, which hove
been prepored using oppropriote occounting policies supported by reosonoble ond
prudent judgements ond estimotes, in conformity with lnternotionol Finonciol Reporting
Stondords (IFRS), ond in the monner required by the PFM Act, 2012 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, 2020, ond of the compony's finonciol position os of thot June 30, 2020.
The Directors further confirm the completeness of the occounting records mointoined
for the compony. which hove been relied upon in the preporotion of the compony's
finonciolstotements os well os the odequocy of the systems of internol finonciol control.

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
stotement.
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ruVa PrPEr.rNE coMPANY uMTTED
rpbnr AND nNANcrAt sTATEMENTs FoR THE FtNANcrAr yEAR

rudro 30 JUNE 2o2o

of the finonciol stotements:

Jntity' s flnonciol stotements were opproved by the Boord on
ond signed on its beholf by:

Director
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Telephonei +254{zo) 3214ooo
E-mail: info@oagkenya.go.ke
Website: www.oagkenya.go.ke

REPUBLIC OF KENYA

OFFICE OF THE AUDITOR GENERAL

E n h a n c' i n g A c'<tt u n t u l> i I i t.t'

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-o01oo

NAIROBI

REPORT OF THE AUDITOR-GENERAL ON KENYA PIPELINE COMPANY LIMITED
FOR THE YEAR ENDED 30 JUNE, 2O2O

REPORT ON THE FINANCIAL STATEMENTS

Opinion

I have audited the accompanying financial statements of Kenya Pipeline Company
Limited set out on pages 63 to 1 18, which comprise the statement of financial position as
at 30 June, 2020, 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
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, the financial statements present fairly, in all material respects, the financial
position of the Kenya Pipeline Company Limited as at 30 June, 2020, and of its financial
performance and its cash flows for the year then ended, in accordance with lnternational
Financial Reporting Standards (IFRS) and comply with the Companies Act, 2015 and the
Public Finance Management Act, 2012.

Basis for Opinion

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

Emphasis of Matter

1. Property Plantand Equipment

1.1 Land Without Title Deeds

The statement of financial position reflects property, plant and equipment with a book
value of Kshs.93,503,556,831. lncluded in the balance, are freehold properties valued at
1Ghs.881,963,445 as shown in Note 16 to the financial statements. However, the
Company did not have title deeds for five (5) parcels of freehold land with a book value

Report of the Auditor-General on Kenya Pipeline Company Limitedfor the year ended 30 June, 2020



of Kshs.32,250,000, allocated to the Company in the 1970s and 1990s for pipeline
infrastructure. According to the Management, the land was allotted from trust land, and
there has been delays in demarcation of the areas and the adjudication process required
to facilitate acquisition of title deeds.

1.2 Pending Contract Variation Claims

Further, the property, plant and equipment balance of Kshs.93,503,556,831 includes an
amount of Kshs.S1,416,165,547 incurred on cost of works on a new Mombasa-Nairobi
Oil Pipeline commonly referred to as Line 5. As previously reported, construction of Line
5 commenced in July,2014 following the award of its tender at a cost of US$ 484,502,887
equivalent to Kshs.4g,563,821,685. At the time of completion of the pipeline in June,
2018, the Project Engineer had submitted eight (8) variation orders totaling
US$.38,109,717 (Kshs.3,898,559,263) out of which only a sum of US$.17,445,639
(Kshs.1,784,659,212) was approved for payment. The orders were reported to have
resulted from change of design specifications and omission of works in the initial contract.

The contractor had submitted five (5) Extension of Time (EoT) requests with claims
amounting to US$.204,511,827 (Kshs.20,921,212,232). However, the claims were
contested by the Project Engineer resulting in the appointment of an independent expert
scheduler in January,2018 to verify the claims. The expert scheduler assessed the total
amount payable to the contractor for four of the EoTs to be US$.44,019,025
(Kshs.4,503,071,425) down from the contractor's claim of US$.189,290,732
(Kshs.19,364,120,089). Thefifth EoTclaim of US$.15,221,095 (Kshs.1,557,092.143)was
not reviewed by the expert scheduler. The Construction of the pipeline (Line 5) was
completed and the line commissioned during the year ended 30 June, 2018.

The contractor has since been awarded an amount of Kshs.4,689,011,724 following a
successful petition at the High Court. A subsequent appeal by the Company to set aside
the award is pending at the Court of Appeal.

1.3 Unused New Kisumu Oil Jetty

ln addition, the property, plant and equipment balance of Kshs.93,503,556,831 includes
an oil jetty at Kisumu built at a cost of Kshs.2,056,719,681. The Construction works on
the jetty were executed from May,2017 to March, 2018 when the jetty was completed
and handed over to the Company by the Contractor. Thereafter, the assets were
capitalized during the 201712018 financial year. However, the is not optimally in use due
to delays in completion of the infrastructure for receipt and storage of the products in
Uganda but has been depreciated by Kshs.283,955,806 as at 30 June, 2020.

Although Management indicated that significant progress has been made in construction
of one of the two planned similar jetties in Uganda, it is not clear when these will be
completed and operationalized.

My opinion is not qualified in respect of the effects of these matters

)
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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 Matter

Dispute in Reallocation of Land

Kenya Pipeline Company Limited (KPC) was allotted a parcel of land - LR No.209110777
in Upper Hill, Nairobi in 1988 for the proposed construction of the Company's
Headquarters. However, the land was fraudulently allocated to a private company. The
Ethics and Anti-Corruption Commission (EACC), formerly Kenya Anti-Corruption
Commission, investigated the matterfollowing which, the title held by the private company
was revoked. The land was subsequently re-allocated to the Judiciary under title
No. 209/19723 under unclear circumstances.

Dissatisfied with the re-allocation of the land to the Judiciary, the private company filed a
constitutional petition seeking a declaration that they were the rightful owners of the
property. The High Court, on 19 September,2013, ruled that the allocation was irregular
as the land had been allocated to KPC and therefore not available for alienation. Efforts
by Management to have the Judiciary surrender the land to KPC have been in vain.

Subsequently, in 2019, the Company filed a suit in an attempt to reclaim ownership of the
land but the matter has not been determined by the close of the financial year

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on LaMulness
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 lavufully and in an effective way.

Basis for Conclusion

1. Unrealized Insurance Risk Compensation

lncluded in the trade and other receivables balance of Kshs.9,008,195,881 reflected in
the statement of financial position and Note 22 lo the financial statements, is an amount
of Kshs.224,334,328 in respect of River Thange clean-up expenses. The amount
represents expected compensation from an insurance firm for an industrial, and other
insurable risk policy cover undertaken by the Company in 2013, at an annual premium of
US$ 1 ,405,341, through an insurance brokerage firm. During the insurance period, there
was an oil spillage at Thange area which was an insurable risk covered in the policy.
Upon KPC lodging a claim for compensation with the undenruriting firm, the underwriter

Report of the Auditor-General on Kenya Pipeline Company Limitedfor the year ended 30 June, 2020
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asserted that in their opinion, the risk fellwithin the exclusion clause as normal wear and
tear. The Company has however, not sought clarification from the lnsurance Regulatory
Authority for an independent interpretation or arbitration toward closure of the matter but
continues to engage the Underwriter through meetings and correspondences most of
which were never responded to. As a result of the impasse, no compensation has been
received against the insured risk.

ln view of the above, the likelihood of compensation remains in doubt.

2. Stalled Projects

The property, plant and equipment balance of Kshs.93,503,556,831 reflected in the
statement of financial position and Note 16 to the financial statements, includes
Kshs.286,465,439 in respect of stalled capital work-in-progress, some dating back to the
year 2007. No plausible explanation has been provided on why the projects were
abandoned before completion. Although Management has made an impairment provision
in respect of the projects, no clear roadmap has been provided on how the Company
intends to address the matter.

ln the circumstances, the objectives for which these projects were intended to achieve
remains unattained, and the Company is yet to obtain value for money incurred on the
projects.

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

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 comply, 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, I confirm that, nothing has come to my attention to cause me to believe that
internal controls, risk management and governance were not effective.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 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 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 of the Auditor-General on Kenya Pipeline Company Limitedfor the year ended 30 June, 2020
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Companies Act, 2015,1 report based on my audit, that:

ilt

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

The financial statements are in agreement with the accounting records and
returns.

Responsibilities of Management and the Board of Directors

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Financial Reporting Standards 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 assessment of the effectiveness of internal control, risk
management and overall governance.

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

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

In addition to the responsibility for preparing and presenting the financial statements
described above, Management is also responsible for ensuring that the activities, financial
transactions and information reflected in the financial statements comply with the
authorities which govern them, and that public resources are applied in an effective way.

The Board of Directors are responsible for overseeing the financial reporting process,
reviewing the effectiveness of how the entity 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 governance and risk management,
and ensuring the adequacy and effectiveness of the control environment.

Auditor-General's Responsibilities for the Aud it

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

Report of the Auditor-General on Kenya Pipeline Company Limitedfor the year ended 30 June, 2020
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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 comply 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.

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 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 control 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 ISSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

. 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 control.

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

. 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, ! 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
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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.

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

I communicate with the 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 also 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.

AUDITOR-GENERAL

Nairobi

31 March,2021
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KENYA PIPELINE COMPANY LIMITED
REPORT AND FINANCIAI STATEMENTS FOR THE FINANCIAL
YEAR ENDED 30 JUNE 2O2O

STATEMENT OF PROFIT OR IOSS AND OTHER COMPREHENSIVE INCOME
FOR IHE YEAR ENDED 3OTH JUNE 2O2O

Nole
2020
Kshs

26,082,251,486

(12,860,135,055)

13,222,116,432

413,959,497

542,391,045

(e7,sos,s03)

(1,884,648,es7)

(6,24O,s41,367)

(141,092,919l,

s,814,880,22?

(1,820,869,707l.

3,994,O10,522

3,994,010,s22

Kshs

2019
Kshs

3t ,4s7,618,208

(14,2s9,924,080l,

17,197,694,127

415,798,178

494,176,891

(1s,366,791)

(2,300,298,s271

(6,437,672,470)

(6,119,537,9861

3,2U,793,422

{.1,186,873.779)

2,047,919,643

2,047,?1?,643

Kshs
I13

REVENUE

DIRECT COSTS

GROSS PROFIT

OTHER INCOME

INTEREST INCOME

FOREIGN EXCHANGE
GArNS/(LOSSES)

FINANCE COSTS

ADMIN ISTRATION EXPENSES

PROVISION FOR BAD DEBTS

6

7

8

9(o)

e(b)

e(c)

l0(o)
l0(b)

PROFIT BEFORE TAXATION

TAXATION CHARGE l3

PROFIT AFTER IAXATION

OTHER COMPREHENSIVE
TNCOME (OCr)/ (LOSS)

Items thot will not be rec/ossified
subsequently to profit or loss,'
Re-meosurement (Other
Comprehensive lncome - DB
Retirement Benefit Scheme)

Defened tox on OCI

OIHER COMPREHENSIVE LOSS

TOIAT COMPREHENSIVE
INCOME FOR THE YEAR

Eornings per Shore 14 220
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KENYA PIPELINE COMPANY IIMITED
REPORT AND FINANCIAT STATEMENTS FOR THE FINANCIAT
YEAR ENDED 30 JUNE 2O2O

STATEMENT OF FINANCIAT POSITION
AS AI3OTH JUNE 2O2O

ASSETS
Non-Cunent Assels

Nole

Property, plont ond equipment l6
Leosehold lond 17
lntongible ossets l8
lnvestments l9(o
Retiremeni benefits 20
Trode ond other receivobles 22

Tolol Non-Current ossets 102,530,653,628 108,993,354,282

2020
Kshs

93,503,556,831
4,701,104,872

93,593,013
36,306,359

1,285,627,233
2,910,465,319

2,182,234,022

9,008,1 9s,88r
876,808,106

6,904,213,188
1 ,487,229,820

20,458,68r.0r8
122,989,334,647

363,466,007
s12,288,916

73,595,346,577
10,004,768,990

1t,909,797,273
17,703,118,633

4,255,790,808
80,000,000

4.564,757,441
8,900,548,250

122,989,334,647

2019
Kshs

100,274,854,331
4,835,251,272

414,431,974
36,306,359

1,285,627,233
2,146,883,113

2,232,089,622

10,488,462,618
977 ,416,O79

9,0s9,660,261
3,809,59r.698

26,567,220,278
135,560,574,560

363,466,007
512,288,916

81,101,336,056
10,oo4,768,990

10,265,753,100
21,364,418,281

7,186,408,232
80,000,000

300,000,000
4.382,134,978

11,948,543,209

r 35,560,574,560

Current Assets
lnventories

Trode ond other receivobles
Toxotion recoveroble
Short term deposits
Bonk ond cosh bolonces

21

22

23
23

o
b

IololCunent Assels
IololAssels

SHAREHOTDER'S FUNDS AND tIABlttTIES
Copitolond Reserves
Shore copitol 24
Shore premium
Retoined eornings
Revoluotion reserye

Non -Current Liobilities
Defened toxotion
Syndicoted Long Term Loon

25
27

Current Liobilities
Trode ond other poyobles 26
Due to reloted porties 29(cl
Dividend Poyoble
Cunent Portion of Long-Term 27

Totol Shoreholder's Funds ond

84,475,870,490 91.981.8s9.969

29,612,915,906 31,630,171,392
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KENYA PIPELINE COMPANY TIMITED
REPORT AND FINANCIAT STATEMENTS FOR THE FINANCIAT
YEAR ENDED 30 JUNE 2O2O

STAIEMENI OF CHANGES IN EQUIIY

FOR THE YEAR ENDED 3OTH JUNE 2O2O

Shore
Copitol

Kshs.
363,466,007

Shore
Premium

Kshs.
512,288,916

Reloined
eornings

Kshs.
79,453,028,142

Revoluotion
Reserve

Kshs.
10,o04,768,990

TotolEquity

Kshs.
90,333,552,055

2,047,919,643

(s00,000,000)

(99,611,731)

91,981,859,969

As ot lst July
2018
Profit for the
yeor

Dividends poid
Other
Comprehensive
lncome (OCl)
Adjustment to
RB Asset
Defened Tox in
FY 2018 oct
As ot I July
201?

2,047.919.643

(300,000,000)

- (99,611 ,731)

363,466,007 512,288,916 81,t01,336,056 10,0U,768,990

Profit for the
yeor

Dividends Poid
Under Provision
of Defened tox
in prior yeor
As of 30 June
2020

3,994,010,522 3,994,010,522

(r r,s00.000,000) (r r,500,000,000)

363,466,O07 512,288,916 73,595,346,577 10,OO4,768,990 84,475,870,490
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KENYA PIPETINE COMPANY LIMITED
REPORT AND FINANCIAT STATEMENTS FOR THE FINANCIAT
YEAR ENDED 30 JUNE 2O2O

STAIEMENT OF CASH FTOWS

FOR THE YEAR ENDED 3OTH JUNE 2O2O

CASH FTOWS FROM OPERAIING ACIIVITIES
Cosh generoted from operotions
lnterest received
lnterest expense
Tox refund
Withholding ond Advonce toxes poid

Nel cosh generoled from operollng
oclivilies

CASH FTOWS FROM INVESTING ACTIVITIES

Purchose of property, plont ond
equipment
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 FTNANCING ACTIVITIES
Loon Drowdown
Dividends poid
Repoyment of bonowings
Net cqsh flows from finoncing octivities

NET INCREASE IN CASH AND CASH
EQUIVAIENTS

CASH AND CASH EQUIVATENIS AT
BEGINNING OF THE PERIOD

CASH AND CASH EQUIVATENTS AT END OF
THE YEAR

(s4,140,873)

13,119,135,990 14,?93,419,364

Nole

28(o)
e(o)
e(o)

l6

l8

2020
Kshs.

13,434,352,514
542,391,045

(1 ,884,648,957',t

1,027,090,888
(49,s00)

(s07,537.083)

5,655,174

(102,99s,2991
(70e,81e,411t,

(r r.800,000,000)
(4,482,248,321)

(16,282,248,321)

2019
Kshs.

16,853,581,873
494,176,891

(2,s00,298,s27)

(1,783,922,667l,

12,203,400

(394,869,291)
(862,608,481)

(4,353,755.003)
(4,353,7s5,003)

(1,314,696,619) (3,029,197,039)

(4,477,808,951) 7,610,467,323

12,869,251,959 5,258,784,637

8,391,443,008 12,869,2s1,9s?
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KENYA PIPETINE COMPANY TIMITED

REPORT AND FINANCIAL STATEMENTS FOR THE FINANCIAI YEAR

ENDED 30 JUNE 2O2O

Remorks:

(i) Decline in revenue is ottributed to:
o) Declining export is lorgely due to impoct of COVID-19 contoinment meosures

ond oil morketers' preference for the Centrol Conidor route through
Tonzonio.

b) Downword revision of pipeline toriffs by Energy ond Petroleum Regulotory
Authority (EPRA) from l5tt' November 2019 ond l4m Februory 2020.

(ii) Low obsorption of recunent ond copitol expenditure budget wos due to
odverse effects of COVID-I9 movement restriction meosures on the supply
choin.

(iii) Reduction in electricity consumption wos due to the decline in throughput
volumes ond the energy soving operoting philosophy odopted by the compony
ofter operotionolizotion of the 2O-inch Momboso - Noirobi Line 5 pipeline.
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KENYA PIPELINE COMPANY TIMITED
REPORTS AND FINANCIAI STATEMENTS FOR THE FINANCIAT ENDED
3OTH JUNE 2O2O
NOIES TO THE FINANCIAT STATEMENTS
FOR IHE YEAR ENDED 3OTH JUNE 2OI9

I. GENERAT INFORMATION
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. STAIEMENT OF COMPTIANCE AND BASIS OT PREPARATION

The finonciol stotements hove been prepored on o historicol cost bosis except for the
meosurement of re-volued omounts of certoin items of property, plont ond equipment,
morketoble securities ond finonciol instruments of foir volue, impoired ossets of their
estimoted recoveroble omounts ond ocfuoriolly determined liobilities 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 the 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 finonciolstotements 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 consistently opplied to
oll the yeors presented.

3. APPTICATION OF NEW AND REVISED INTERNATIONAT FINANCIAT REPORTING

STANDARDS (tFRS)

i) Relevont new stondords ond omendments to published stondords etfective for
the yeor ended 30 June 201 9

IFRS l6: 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,
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KENYA PIPELINE COMPANY TIMITED
REPORTS AND FINANCIAT STATEMENTS FOR THE FINANCIAT ENDED

3OIH JUNE 2O2O
NOIES TOTHE F,NANC,AL SIATEMENIS (Continved)

3. APPLICATION OF NEtv AND REy,SED ,NIERNALONAL F,NANC,AI. REPORLNG

STANDARDS flrRS) (Continu ed)

D Releyonl new slondords ond omendmenls lo published sfondords effective for
|he yeor ended 30 June 20l9(Conlinued)

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.

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

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

IFRIC 23: Uncerlointy Over income lox 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 

.l2. 
lt specificolly considers:

. Whether tox treotments should be considered collectively

. Assumptions fortoxotion outhorities' exominotions

. 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

Amendmenls fo IFRS I titled Prepoymenf Feolures with Negolive Compensofion (issued

in Oclober 20ln
The omendments, opplicoble to onnuol periods beginning on or ofter I Jonuory 2019,

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

Amendmenls fo ,AS 28 lilled Long-lerm lnleresfs in Associoles ond Joinl Venlures

fssued in Oclober 2017)
The omendments, opplicoble to onnuol periods beginning on or ofter I st Jonuory 201 9,

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

Amendmenfs lo ,FRS 3 - Annuol lmprovemenls lo IFRSs 2015-2017 Cycle, issued in

December 2017.

The omendments, opplicoble to onnuol periods beginning on or ofter I st Jonuory 201 9,

provide odditionolguidonce on opplying the ocquisition method to porticulortypes of
business combinotion.
NOIES TOTHE F,NANC,A| SIAIEMENIS (Continued)
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KENYA PIPETINE COMPANY TIMITED
REPORTS AND FINANCIAT STATEMENTS FOR THE FINANCIAL ENDED
3OTH JUNE 2O2O

3. APPLICAI'ON OF NEW AND REY'SED 
'NIERNAT'ONAI. 

F'NANC'AI. REPORI'NG
SIANDARDS (,FRS) (Continu ed)

D Relevonl new sfondords ond omendmenls to published slondords effeclive for
lhe yeor ended 30 June 20l9(Continued)

Amendmenfs fo ,FRS ,l - Annuol lmprovemenls lo IFRSs 2015-2017 Cycle, issued in
December 2017

The omendments, opplicoble to onnuol periods beginning on or ofter I st Jonuory 201 9,

clorify thot when on entity obtoins joint control of o business thot is o joint operotion, it
does not re-meosure its previously held interests

Amendmenls lo IAS 12 - Annual lmprovemenls fo IFRSs 2015-2017 Cycle, issued in
December 2017

The omendments, opplicoble to onnuol periods beginning on or ofter I st Jonuory 201g,
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, other comprehensive income or equity occording
to where the entity originolly recognized the tronsoctions to which they ore linked.

Amendmenls fo lA,S 23 - Annuol lmprovemenls fo IFRSs 2015-2017 Cycle, issued in
December 2017

The omendments, opplicoble to onnuol periods beginning on or ofter I st Jonuory 20'l 9,

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 ossets.

Amendmenfs lo ,AS ,9 lilled Plon Amendmenl, Curtoilmenl or Sefllemenl (issued in
Februory 2018)

The omendments, opplicoble to plon omendments, curtoilments or settlements
occurring on or ofter the beginning of the first onnuolreporting period thot begins on or
ofter lst Jonuory 2Ol9,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 obove new ond revised lnlernolionol finonciol reporting slandords were effecfiye in
lhe cvrrenl year ond lhe directors of lhe compony do nol onlicipote lhot opplicolion ol
lhese Amendments/lnterprefofions will hove significonl impocl on the compony
finonciol slofemenls.
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KENYA PIPELINE COMPANY TIMITED

REPORTS AND FINANCIAT STATEMENTS FOR THE FINANCIAL ENDED

3OIH JUNE 2O2O
NOTES IO THE FINANCIAL STATEMENTS (Continued)

3. APPIICAIION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING

SIANDARDS (IFRS) (Continued)

ii) New ond omended slondords ond interprelotions in issue bul nol yel effective
in the yeor ended 30 June 2019

IFRS l7 lnsuronce Conhocts (lssued l8 Moy 2017)

IFRS 17 requires insuronce liobilities to be meosured of o current fulfillment volue ond
provides o more uniform meosurement ond presentotion opprooch for oll insuronce
controcts. These requirements ore designed to ochieve the gool of o consistent,
principle-bosed occounting forinsuronce controcts. IFRS l Tsupersedes IFRS 4lnsuronce
Controcts os of I Jonuory 2021.

Amendmenls lo References to the Conceptuol Fromework in !FRS Slondords (lssued 29

Morch 2018- Applicoble for onnuol periods beginning I Jonuory 2O2O)

Together with the revised Conceptuol Fromework published in Morch 2018, the IASB

qlso issued Amendments to References to the ConceptuolFromework in IFRS Stondords.
The document contoins omendments to IFRS 2, IFRS 3, IFRS 5, IFRS 14, IAS l, IAS 8, IAS 34,

IAS 37. IAS 38, IFRIC 12, IFRIC 
,l9, 

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 lhe 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 2O1B) or to indicote thot definitions in the
stondord hove not been updoted with the new definitions developed in the revised

Conceptuol Fromework.

TheDireclorsdonolplonloopplyonyof theobovevntillhey become effeclive. Bosed
on lheir ossessment of the polentiol impocl of opplication of lhe obove, lhey do nol
expecl lhol lhere will be a significonl impocl on lhe compony's finonciol sfofernenfs.
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KENYA PIPELINE COMPANY TIMITED
REPORTS AND FINANCIAT STATEMENTS FOR THE FINANCIAI ENDED
3OIH JUNE 2O2O
NOIES IO THE tlNANCIAI STATEMENTS (Continued)

3. APPIICATION OF NEW AND REVISED INTERNAIIONAT IINANCIAL REPORTING

STANDARDS (lrRS) (Continued)

iii) Eorly odoption of slondords
The entity did not eorly - odopt ony new or omended stondords in yeor 2019

4. SUMMARY OF SIGNIFICANT ACCOUNTING POTICIES

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 benefits
will 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 criterio hove been met foreoch of the entity's octivities
os described below.

i) Revenue from honsporlolion ond sloroge of pelroleum producls; 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 interest receivoble from bonk deposits ond
investment in securities ond is recognised in profit or loss on o time proporlion
bosis using the effective interest rote method.

iii) Dividend income is recognised in the income stotement in the yeor in which the
right to receive the poyment is estoblished.

iv) Renlol 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 PIPEIINE COMPANY TIMITED
REPORTS AND FINANCIAT STATEMENTS FOR THE FINANCIAL ENDED

3OTH JUNE 2O2O

NOTES TO IHE FINANCIAI STATEMENTS (Continued)

4. SUMMARY OF SIGNIFICANT ACCOUNTING POIICIES (Continued)

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 conied
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 externol
voluers.

lncreoses in the corrying omounts of ossets orising from re-voluotion ore credited
to other comprehensive income. Decreoses thot offset previous increoses in the
corrying omount of the some osset ore chorged ogoinst the revoluotion reserve
occount; oll other decreoses ore chorged to profii or loss in the income
stotement.

Goins ond losses on disposol of items of properfy, 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) Depreciotion ond impoirment of property, plont ond equipmenl
Freehold lond ond copitolwork in progress ore not deprecioted. Copitolwork in

progress relotes moinly to the costs of ongoing but incomplete works on
buildings ond other civilworks 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 omount to its residuolvolue over its estimoted useful life. The onnuolrotes
in use ore;
Freehold lond Nil

Buildings - residentiol 37" or period of leose whichever is less

Buildings - industriol 47" or period of leose whichever is less

Show ground povilion,
wooden ond fences 20%

Pipeline ond tonks 4%
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KENYA PIPELINE COMPANY TIMITED
REPORTS AND FINANCIAT STATEMENTS FOR THE FINANCIAT ENDED
3OTH JUNE 2O2O
NOTES TO IHE FINANCIAL STATEMENTS (Continued)

4. SUMMARY OF SIGNIFICANT ACCOUNIING POIICIES (Continued)

Pumps, tronsformers ond switchgeor
Furniture, fittings ond equipment
Roods
Helicopters
Motor vehicles
Computers

5%

t0%
20%

20%

25%

33%

A proroted depreciotion chorge is recognised both in the yeor of osset
purchose ond in the yeor of osset disposol. ltems 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 recognised so thot the osset is written down immediotely to its
estimoted recoveroble omount.

d) lntongible ossels
lntongible ossets comprise purchosed computersoftwore licenses, which ore
copitolized on the bosis of costs incuned to ocquire ond bring to use the
specific softwore. These costs ore omortised over the estimoted useful life of
the intongible ossets from the yeor thot they ore ovoiloble for use, usuolly
over three yeors.

e) Amorlizotion ond impoirmenl of intongible ossels
Amortizotion is colculoted on the stroight-line bosis overthe 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 omounf, on impoirment loss is recognised so thot the
osset is written down immediotely to its estimoted recoveroble omount.

0 lnvestmenl property
Buildings, or porl 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-current ossets.
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KENYA PIPELINE COMPANY TIMITED
REPORTS AND FINANCIAL STATEMENTS FOR THE FINANCIAI ENDED
3OTH JUNE 2O2O

NOTES IO THE FINANCIAI STATEMENTS (Continued)

4. SUMMARY OF SIGNIFICANT ACCOUNTING POIICIES (Continued)

lnvestment property is conied 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 confersubstontiolly oll the risks ond rewords of ownership to the
entity ore clossified os finonce leoses. Upon initiol recognition, 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.

All other 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 the yeor. Poyments mode under operoting leoses

ore recognised in profit or loss on o stroight-line bosis over the term 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 interesl inveslments (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 intention of eorning interest income upon the bond's disposol
or moturity. Fixed interest investments ore freely troded of the Noirobi
Securities Exchonge. The bonds ore meosured of foir volue through profit or
loss.

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 internotionol securities exchonges. Quoted investments
ore stoted of foir volue.

D
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

4. SUMMARY OF SIGNIFICANT ACCOUNIING POIICIES (Continued)

Unquoled inveslments
Unquoted investments stoted of cost under non-cunent 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.

D Trode ond olher receivobles
Trode ond other receivobles ore recognised of foir volues less ollowonces for
ony uncollectible omounts. 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. Bod debts ore written off
ofter ollefforts of recovery hove been exhousted.

m) Toxotion

Current income lox

Current income tox ossets ond liobilities for the current period ore meosured
of the omount expected to be recovered from or poid to the toxotion
ouihorities. The tox rotes ond tox lows used to compute the omount ore
those thot ore enocted or substontively enocted, ot 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 cunent 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 orsubstontively enocted, of the reporling dote in the
oreo where the entity operotes ond generotes toxoble income. Current
income tox reloting to items recognized directly

i)
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NOTES TO THE FINANCIAL SIAIEMENTS (Continued)

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Conlinued)

Cunent income lox (Continued)

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) Defened tox
Defened tox is provided using the liobility method on temporory differences
between the tox boses of ossets ond liobilities ond their corrying omounls for
finonciolreporting purposes of the reporting dote.

Defened tox liobilities ore recognized for olltoxoble 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.

Defened tox ossets ore recognized for oll deductible temporory differences,
the corry forword of unused tox credits ond ony unused tox losses. Defened
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 will reverse 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 the extent thot it is no longer proboble thot sufficient
toxoble profit will be ovoiloble to ollow oll or port of the defened tox osset to
be utilized. Unrecognized defened tox ossets ore re-ossessed of eoch
reporting dote ond ore recognized to the extent thot it hos become
proboble ihot future toxoble profits will ollow the defened tox osset to be
recovered.

Defened tox ossets ond liobilities ore meosured of the tox rofes thot ore
expected to opply in the yeor when the osset is reolized or the liobility is
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settled, bosed on tox rotes (ond tox lows) thot hove been enocted or
substontively enocted of the reporting dote.

Defened tox reloting to items recognized outside surplus or deficit is

recognized outside surplus or deficit. Defened tox items ore recognized in

conelotion to the underlying tronsoction in net ossets. Defened tox ossets

ond defened tox liobilities ore offset if o legolly enforceoble right exists to set
off cunent tox ossets ogoinst current income tox liobilities ond the defened
toxes relote to the some toxoble entity ond the some toxotion outhority.

o) Cosh ond cosh equivolents
Cosh ond cosh equivolents comprise cosh on hond ond cosh of bonk, short-
term deposits on collond 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 of the Centrol Bonk of Kenyo ond of vorious

Commerciol Bonks of the end of the reporting period. For the purposes of
these finonciolstotements, 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) Bonowings
lnterest beoring loons ond overdrofts ore initiolly recorded of foirvolue being
received, net of issue costs ossocioted with the borrowing.
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 settlement. 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 porl of
the cost of the project.
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NOTES TO THE FINANCIAL STAIEMENTS (Continued)

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

q) Trode ond other poyobles
Trode ond other poyobles ore non-interest beoring ond ore conied ot
omortised cost, which is meosured of the foir volue of controctuolvolue of
the considerotion to be poid in future in respect of goods ond services

supplied, whether billed to the entity or not, less ony poyments mode to the
suppliers.

r) Reliremenl benefil obligolions
Until 30 June 2006, the compony operoted o defined benefit contribution
pension scheme for eligible employees. With effect from I July 2005, 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 odministered 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 octuoriolvoluotions
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 they occur. Re-meosurement recognized in other
comprehensive income is reflected immediotely in retoined eornings ond will

not be reclossified to profit 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 ot the beginning of the period to the net defined
benefit liobility or osset. Defined benefit cosls ore cotegorized os service
costs (including cunent service cost, post service cost, os well os goins ond
losses on curtoilments ond settlements), net interest expense or income ond
re-meosurement.
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4. SUMMARY OF SIGNIFICANI ACCOUNTING POLICIES

Retiremenl benefit obligolions (Continued)
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 SociolSecurity 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 curently limited to o moximum of Kshs. 200 per month per
employee.

s) Provision for sloff 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 ot the reporting dole.

t) Exchonge rote differences
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 yeorlperiod ore tronsloted into
the functionolcurrency using the exchonge rotes prevoiling of the dotes of
the tronsoctions or voluotion 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 cunencies ore recognised in profit or loss.

u) Budgel informotion
The rotionolized budget for FY 2018/19 wos opproved by the Notionol
Treosury on 28th September 2018. Subsequent revisions or odditionol
oppropriotions were mode to the opproved budget in occordonce with
specific opprovols from the oppropriote outhorities.
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4. SUMMARY OF SIGNIFICANT ACCOUNT!NG POTICIES

Budget informotion (Continued)
Kenyo Pipeline Compony budget is prepored on o different bosis to the
octuol income ond expenditure disclosed in the finonciol stotements. The

finonciol stotements 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. A comporison of budget ond octuol omounts, prepored on o
comporoble bosis to the opproved budget, is then presented in the
stotement of comporison of budget ond octuolomounts. ln oddition to the
Bosis difference, odjustments to omounts in the finonciolstotements ore olso
mode for differences in the formots ond clossificotion schemes odopted for
the presentotion of the finonciolstotements ond the opproved budget.

A stotement to reconcile the octuol omounts on o comporoble bosis

included in the stotement 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 finonciolstotements.

u) Service concession onongemenls
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 extent thot on osset hos been
recognized, the Entity olso recognizes o conesponding 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 to the required chonges in
presentotion.
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NOIES TO IHE FINANCIAI STATEMENTS (Continued)

4. SUMMARY OF SIGNIFICANI ACCOUNIING POTICIES

w) Subsequent 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,

20r 8.

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, ot the end of the reporting period.
However, uncertointy obout these ossumptions ond estimotes could result in

outcomes thot require o moteriol odjustment to the corrying omount of the osset
or liobility offected in future periods.

Estimotes ond ossumptions

The key ossumptions concerning the future ond other key sources of estimotion
uncertointy of the reporting dote, thot hove o significont risk of cousing o
moteriol odjustment to the corrying omounts of ossets ond liobilities within 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 obout 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 Uncerlointy

o Actuoriolvoluolion of defined benefits plon

The net osset under the defined benefit scheme is determined using octuoriol
voluotion. The octuoriolvoluotion 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 ossets

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,
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the ossets recoveroble omount is estimoted, ond on impoirment loss is

recognized in the income stotement whenever the corrying omount of the osset
exceeds its recoveroble omount.

o lmpoirmenl losses on trode ond olher receivobles

The compony reviews its trode ond other receivobles to ossess impoirment
regulorly. ln determining whether on impoirment loss should be recorded in the
income stotement, 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 conelotewith defoults on ossets in the compony. Monogement
uses estimotes bosed on historicol loss experience for ossets with credit risk

chorocteristics ond objective evidence of impoirmentwhen 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.

Useful lives ond residuol volues

The useful lives ond residuol volues of ossets ore ossessed using the following
indicotors to inform potentiolfuture use ond volue from disposol:

. The condition of the osset bosed on the ossessment of experts employed
by the Entity

. 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

Provlslons

Provisions ore recognized when the compony hos o present obligotion (legolor
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

Locolservice fees
Export service fees
Kipevu oilstoroge focility fees
Penolties on overstoyed product
Penolties from ASE
Hospitolity
KPRL Leose lncome
Liquefied Petroleum Gos Soles
Crude Oil Revenue (EOPS)

7. DIRECT COSTS

Pipeline mointenonce stoff costs
(note 1 I )
Depreciotion
Pipeline mointenonce costs
Electricity ond fuel
lnsuronce
Other mointenonce costs
Amortizotion expense

8. OTHER INCOME

Helicopter income
Rent income
Goin on disposol of PPE

Hydront lncome
lncome from Colloterol Finoncing
Non-Refundoble Tender Deposits
MTCC /MIOG collections
FOC Leose lncome
lncome from communicotion
equipment
Miscelloneous income

26,082,251,486 31,457,618,208

2020
Kshs

2020
Kshs

9,715,291,161
11,851 ,377,622
3,s77,384,638

808,144,107
r,048,868

8,904,442
31,478,674
88.621.974

2019
Kshs

r 0,51 4,539,991
13,787,017,282
4,578,6s2,706
2,392,109,646

816,252
2,319

48,4?8,680
44,245,918
91,735,414

2,875,075,248
6,08r,945, r r 8
2,170,624,121
1,326.928,061

209.569.104
70,0r 8,189

125,97s,21s

82,628,486
4,457,238

75.968.726
69,797,424

(2,000)
90,328,042
82,309,379

2019
Kshs

2,966,946,851
5,924,362,068
2,436,956,833
2,451,182,243

2r 5,339,38r
87,379,403

177,757,300

7,815,825
78,646,521
r t,9l 1,516
72,351,168
8r,065,859

141,945,375
10,161.572

12,860,13s,0ss 14,2s9,924,080

1.022,244
7 ,449,959 11 ,899,342

413,959,4?7 415,798,178
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9

o) INTERESI TNCOME

lnterest from commerciol bonks

lnterest on stoff loons

b) FoRE|GN EXCHANGE rOSS

c) FINANCE COSTS

Loon interest

r0. o) ADMINISIRATION EXPENSES

Administrotive stoff costs
Depreciotion ond Leose Amortizotion
Other office ond generol expenses
Trovelling, mileoge ond entertoinment
Advertising ond printing expenses
Stoff Troining
Reni ond rotes
Consultoncy fees
Telephone ond postoge
Legol ond professionol expenses
Motor vehicle expenses
Buildings repoirs ond mointenonce
Bonk chorges
Auditors remunerotion
Directors Expenses:

- Performoncelncentive
- Boord Retreots ond generol

expenses
- Sitting /duty ollowonce
- Troining expenses
- Trovelexpenses ond Subsistence

ollowonce

2020

498,459,781

43,931,265

542,391,045

(97,303,503)

1,884,648,957

1,884,648,?57

2020
Kshs

3,471,867,783
887,620,689
973,888,854

38,376,276
191.290,111
162,025,335
47,868,588

146,O54,595
36,936,620

144,466,210
7s,825,011

1,686,464
8,040,9r s

13,200,000

r2,000,000
1,152,738

9,696,000
6,902,533

11,642,645

2019

4s3.201,043

40,975,847

494,176,891

(15,366,791)

2,300,298,s27

2,300,298,527

201?
Kshs

3,336,920,400
980,296,138
900, r 08,857

53,176,348
1?5,164,896
171,692,178
26,804,551

488,236,9?3
48,326,342
81,506,637
78,322,008
10,226,062
7,050.505

13,200,000

1,719,719

16,326,666
11,867,709
16,716,462

6,240,541,367 6,437,672,470
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b) PROVISION FOR BAD DEBIS

Provision for o long ouistonding trode debt
Provision for product oging penolties

1t. STAFF COSTS

Solories ond woges
Group life ond medicolcover
Pension-compony contribution
Stoff welfore
Troining
Recruitment costs
Trovel, Mileoge & Entertoinment
Subsistence Allowonce
NSSF-compony contribution
Stoff uniforms

Split os follows:
Direct stoff costs (Note 7)
Administrotive stoff cost, Trovelling, mileoge
ond entertoinment, Stoff Troining (Note
l0(o))

141,092,919

141 .092,919 6.1 19.537.986

This provision relotes to Kshs. 141,092,919 for omounts contested by OMCs on
product oging penolties during the finonciol yeor (FY) 2020 ond 2019
respectively.

2020
Kshs

2,875,O75,248
3,672,269,393

2020
Kshs

4,959,164,823
394,537,687
401,167,414
30,147,751

162,025,335
4,109,7 55

59,963,675
532,732,704

3,696.s32
(201,0s6)

2019
Kshs

4,267,952,874
r,851,585,r l2

2019
Kshs

4,902,923.194
418,949,316
320,325,443

54,319,246
171,692,178

20,000
81.007.030

575,265,428
4,036,156

197,786

2,966,946,851
3,561,788,926

6,547,344,642 6,529,735,777

6,s47,344,642 6,s28,73s,777

Administrotive stoff costs ore Solories ond Woges, inclusive of Group Life ond
Medicol Cover, Pension-Compony Contribution, Stoff Welfore, Recruitment
Costs, Subsistence Allowonce, NSSF- Compony Contribution ond Uniforms.

The overoge number of employees of lhe end of lhe yeor wos:
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Permonent Monogement
Permonent Unionoisble

Controct Monogers
Allother Controct stoff i.e. MTCC, GYM,

Temporory stoff (Relief Drivers)

TOTAT

Provlsion for Leove Poy

Bolonce ot beginning of the yeor

Additionol provision ot end of yeor

Leove poid out or utilized during the yeor

Bolonce ol the end of lhe yeor

,12. PROF]T BEFORE TAX

The profit before tox is onived of ofter
chorging/(crediting) :

Stoff costs (notel I )

Depreciotion of property, plont ond equipment

Amortizotion of intongible ossets

Provision for bod ond doubtful debts
Directors' expenses
Auditors' remunerotion
Goin on disposolof property, plont ond
equipment
Net foreign exchonge Loss

lnterest receivoble
lnterest poyoble
Rent receivoble

2M,847,872 235,431,777

2020
Kshs

6,547,344,642
6,537,560,361

ss7,980,660
141,092,919

41,393,917

r 3.200,000
(4,4s7,238)

(97,303,s03)
(498,4s9,781)

1,884,648,957
(82,628,486)

2020
565

848

14

r08

34

r,569

235,431,777

78,015,977

(68,s9e,8821

2019
588

885

23

r08

24

1,628

226,392,231

65,456,616

(s6,417,069)

2019
Kshs

6,528,735,777
6,375,177,837

707,237,669
6,119,537,986

46,630,556
r 3,200,000

(r r ,9 r r,sr 6)

15,366,791

1453,201,0431
2,300,298,527

178,646,s21)
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KENYA PIPETINE COMPANY TIMITED
REPORTS AND FINANCIAT STATEMENTS FOR THE FINANCIAT ENDED
3OIH JUNE 2O2O

I3. TAXAIION

b) Reconciliolion of expected lox bosed on prolil before
loxotlon to toxolion chorge

Profit before toxotion
Tox ot the opplicoble rote oI25%
Expenses not deductible for tox purposes
lncome not subject to tox
Effect of chonge in tox rote
Tox underpoyment - Prior yeor

o) Tox chorge
Cunent toxotion
Defened tox
Defened tox - OCI
Prior yeor odjustment
Tololloxolion chorge

Totoltoxollon chorge

b) Toxotion (recoveroble)/poyoble

Bolonce brought forword
Chorge for the yeor (note l3(o))

lnstollment tox poyments in the yeor
Bolonce of FY 2018 tox poid
Withholding tox poid on rent income
Advonce tox poid
Tox over-provision 20.l 7
Withholding tox poid on interest income

(1,820,869,706) 1,186,873.779

2020
Kshs

2020
Kshs

176,82s,533
3,355,033,023

(r,7r 0,9s8,8s0)
(1,820,869,706)

5,814,880,229
1,453,720,057

241,O11,848
(147 ,869,561)
1,984,966,212

(r ,210,9s8,8s0)

201?
Kshs

174,895,495
1,011,978,283

1,186,873,779

3,324,793,422
970,438,027
216,457,642

(21,8e01

1977 ,416,079)
176,825,533

2019
Kshs

(i,098,r 70,701)

t7 4,895,495

(4e.s00)

(76,168,060)

(440,969)
(264,9O0)

(s3,43s,004)

(876,808,106) (e77,416,07e)
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14.

15.

EN A PIPETINE COMPANY LIMITED
AND FINANCIAL STATEMENTS FOR THE FINANCIAL ENDED

UNE 2O2O

EARNTNGS PER SHARE

Eqnings per shore is colculoted bosed on the profit ottributoble to shoreholden
Oir]rtOea by the number of ordinory shores in isue.
Diliuted eornings per shore is the some os the bosic eornings per shore os there were
ng potentiolV dilutive instruments outstonding ot the bolonce sheet dote

EARNINGS PER SHARE-BASIC AND DILUTED 2019
Kshs

2,047,919,643
18,173,000

Eornings Per Shore 220 113

DIVIDENDS

Prgposed dividends ore not occounted for until they hove been rotified ot the
Ahnuol Generol Meeting. A speciol dividend ofKshs.2.7 bllllon wos declored ond
opproved for poyment by shoreholden from the revenue reserves for the finonciol
ygor ended 30th June 2020.

Net Profit After Toxotion
Number of ordinory shores in issue

2020
Kshs

3,994,010,522
18,173,000

Poge 9l | 122
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KENYA PIPETINE COMPANY TIMITED

REPORTS AND FINANCIAT STATEMENTS FOR THE FINANCIAL ENDED 3OTH

JUNE 2O2O

PROPERTY, PrANT AND EQUIPMENT (CONTTNUED)

Detoils of the compony's property, plont ond equipment ond informotion obout foir
volue hierorchy ore os follows:

Level Ievel Level Foir volue os
30th June

1 2 3
Kshs

5,573,867,703
66,343,880,226
20,o17,998,970

Kshs Kshs

(rse)
303,059,s86

Kshs
5,573,867,703

65,343,880,226
20,017,998,970

(rse)
303,059,586

30 June 2020
Buildings ond roods
Pipeline, pumps & tonks
Equipment, furniture ond
fittings
Helicopters
Motor vehicles ond troctors

30 June 2019
Buildings ond roods
Pipeline, pumps & tonks

Equipment, furniture ond
fittings
Helicopters
Motor vehicles ond troctors

92,238,806,326 92,238,806,326

5,7s5,058,670
69,971,073,006

22,267,841 ,63s

I 4,583,1 5 r

428,213.209

5,75s,0s8,670
69.971.073.006

22.267,841,635

14,583,151
428,213,209

98,436,7 69,672 98,436,7 69,672

lf the property, plont ond equipment were stoted on the historicol cost bosis. the
omounls would be os follows:

Cost

Accumuloted depreciotion

2020
Kshs

120,574,167,409

(38,439,538,s26)

2019
Kshs

r r 9,636,044,051

(32,369,27s,s2s)

82,134,628,833 87,366,768,526Net book volue

Poge 931122



KENYA PIPELINE COMPANY IIMITED
REPORTS AND FINANCIAI. STATEMENTS FOR THE FINANCIAL ENDED 3OIH

JUNE 2O2O
Depreciotion chorge hos been spilt between odministrotive ond direct costs os follows:

2020
Kshs

Totol depreciotion os per property, plont &
equipment (note l6) 6,537,560,361 6,375,177,837

2019
Kshs

5,924,362,068
450,815,769

Direct costs (note 7)
Administrotive costs

I July
Chorge for the yeor
Eliminoted on Disposol

6,537,560,36r 5,375,'177,837

6,08r.94s. r r8
455,61s,244

2020
Kshs

805,116,949
134,146,400

2019
Kshs

17. IEASEHOID IAND

COST\VALUATION

I July
Additions
Disposols

AMORTIZATION

5,640,368,221 5,640,368,221

5,640,368,221 5,640,368,221

640,484.651
164,632,298

30 June 939,263,349 805,1 t 6,949

NET BOOK VATUE 4,701,104,872 4,835,251,272

Poyments to ocquire leosehold interesis in lond ore treoted os prepoid leose rentols
ond omorlized over the term of the leose. Leosehold lond is held of voluotion ond
cotegorized under level 3 of the foir volue hierorchy.

lncluded under leosehold lond is lond volued otKshs.869,759,420 reloting to the JKIA
Embokosi Depot whose title is held under the Kenyo Airports Authority (KAA). KPC is

pursuing o seporote title.

Poge 941122



t.
ENYA PTPEUNE COMPANY UMTTED

PqRTS AND FINANCIAI STATEMENTS FOR THE HNANCIAI ENDED 30TH

N 2020

18. INIANGIBTE ASSEIS

OST

July

C

Additions

2020
Kshs

r,793,588.8r 8
102,995,299

1,379,156,U4
423.834,260

2019
Kshs.

1,398,719,527
394,869,291

836,551,473
s42,&5,371

30 June

I nuonruAloN

1,896,584,1 l8 1,7t3,588,818

I July
Chorge for the yeor

30 June

NET BOOK VATUE

1,902,991,lU 1,37?,156,W

93,5r3,0I3 414,431,?74

lntongible ossets comprise cost of purchosed computer softwore. Computer
softwore costs ore omortized over 3 yeors.

Poge 951122



KENYA PIPETINE COMPANY TIMITED
REPORTS AND FINANCIAT STATEMENTS FOR THE FINANCIAL ENDED 3OTH

JUNE 2O2O

19. INVESTMENTS - ot cost

Unquofed invesfmenls

Consolidoted Bonk of Kenyo Limited
lmpoirment chorge on Consolidoted Bonk of
Kenyo Limited preference shores

Petroleum lnstitute of Eost Africo

746,500 Ordinory Shores ofKshs.20 eoch
2,505,000 preference shores ofKshs.20 eoch
lmpoirment chorge on Consolidoted Bonk of
Kenyo Limited preference shores

36,306,359 36,306,3s9

2020
Kshs

67,030,000
(30,72s,641)

201?
Kshs

67,030,000
(30,72s,641)

36,304,3s9

2,000

r 4,930,000
52,r 00,000

36,304,359

2,000

Defoi/s of the inveslmenl in Conso/idofed Bonk of Kenyo Limited ore shown be/ow:

r 4,930,000
52. r 00,000

(30,72s,641) (30,725,641)

36,306,359 36,304,3s9

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.

20. RETIREMENTBENEFIIS

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 Benefil Scheme (Closed)

The compony did not moke ony contributions to the scheme in the yeor (2016- nil). An
octuoriol voluotion of the scheme's ossets ond the present volue of the defined benefits
obligotion os of 30 June 2017 wos corried out in August 2017 by the scheme's octuories,
Zomoro Actuories (formerly Alexonder Forbes Finonciol Services (E.A) Limited) for the

Poge 96|1122



KENYA PIPETINE COMPANY TIMITED

REPORTS AND FINANCIAI STATEMENTS FOR THE FINANCIAI ENDED 3OIH

JUNE 2O2O
purpose of preporing IAS I 9 Disclosures. The voluotion included prior yeor disclosures hence
FY 2016 comporotive figures ore provided in this note. We ore in the process of voluing the
scheme to estoblish the cunent stotus.

Amendments to the Retirement Benefit Regulotions were onnounced by the Cobinet
Secretory, Notionol Treosury, in the Finonce Act 20.l5. This reloted to o clorificotion on the
distribution of surplus on wind up of o defined benefit scheme. The regulotions provide for
on equolshoring 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 to 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 2017 were os follows:

b) Defined Benefit Scheme (CIosed) (Contlnued)

Discount rote(s)
Future solory increoses
Future pension increoses
Morto lity ( pre+etirement)
Morto lity ( post-retirement)

2020
13.9%
s.o%
0.0%

A1949-1952
o (55) m/f

At rotes consistent
with similor

orrongements
At rotes consistent

with similor
orrongements

50%ol 55ond 100%

2019
13.9%
s.0%
0.0%

A1949-1952
o (55) m/f

At rotes consistent
with similor

orrongements
At rotes consistent

with similor
orrongements
50% ot 55 ond

100%
60 yeorsRetirement oge of 60 yeors

Theomountrecognizedinthe slofemenf of profit orloss ondothercomprehensive
income in respecf of fhese defined benefit plon ore os fol/ows:

2020 2019
Kshs Kshs

Totol service cost 46,037 ,220 46,037,220

Withdrowols

lll heolth

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

(r r 9,1 82,034) (r r e, r 82,034)

173,144,814) 173,144,814)

813, r48,388
(1,O18,79s,042)

86,464,621

8t3, r4B,3BB
(1,018,79s,042)

86,464,621
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KENYA PIPETINE COMPANY TIMITED
REPORTS AND FINANCIAL STATEMENTS FOR THE FINANCIAL ENDED 3OTH

JUNE 2O2O

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

Present volue of funded defined benefit
obligotion
Foir volue of plon ossets
Effect of osset ceiling

230,970,470 230,970,470

(332,039. r 04) (332,039, r 04)

(636,6e8,606)
73.589.03r

(636,6e8,606)
73,689,O31

Ihe omount included in the stofemenf of finoncio/posifion orising from the entitys
obligofion in respecl of its define d benefit plons is os fo/lows:

2020
Kshs

5,835,855,968
(8,050,95s,923)

939,482,722

2019
Kshs

5,835,855,968
(8,060,e6s,9231

939.482.722

Present volue of defined benefit osset (1,285,627,233) (1,285,627,233)

Ihe reconciliotion of the omount included in lhe slofemenl of finonciolposilion rs

os fol/ows:

Net osset ot 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 (1 ,28s,627,233) (t ,28s,627,233)

2020
Kshs

(880,443,3 r s)

173,144,814)

(332,039,104)

2019
Kshs

(880,443,3r s)

(73,144,814)

(332,039, r 04)

Movemenls in the preseni volue of lhe defined
benefif obligotion in the cunent yeor were os fol/ows:

Poge 981)22



KENYA PIPELINE COMPANY TIMITED

REPORTS AND FINANCIAT STATEMENTS FOR THE FINANCIAI ENDED 3OIH

JUNE 2O2O

Opening defined benefit obligotion
Cunent service cost
lnterest cost
Contributions from plon porticiponts
Actuoriolgoin due to chonge
in osumptions
Actuoriol goin due to experience
Benefits poid

Closing defined benefit obligotion

Opening foir volue of plon ossets

lnterest income on plon ossets

Contributions from the employer
Employee contributions

Benefits poid
Return on plon ossets

Equity instruments
Debt instruments
Property
Cosh

TololScheme (Assets) 8,060,965,923 8,060,965,923

Closing foir volue of plon ossets (8,06O,e6s,e231 (8,060,?6s,e23)

The foir volue of the plon ossels of lhe end of the reporting period for eoch cotegory ore os
fo//ows:

6,040,570,614
46,037,220

813, r 48,388

(82,3s7,463)
(ss4,s4r , r 43)

1427,201,648)

5,835,855,968

(7,543,06r,s60)

11.018/9s,042l,

427,201,648
73,689,031

2020
Kshs

2,075,8?5,687
3,368,606,s58
2,418,963,868

r 97.500,000

6,O40,570,614
46,037,220

8r 3, r 48,388

(82,3s7,463)
(554,s4r,r 43)
(427,201,648)

5,835,855,968

(7,543,06r,560)
(1,018,79s,042)

427,201,648
73,689,031

2019
Kshs

2,075,895,687
3,358,605,368
2,418.963.868

r 97,500,000

c) Defined Contribution Scheme:

Contributions to the Kenyo Pipeline Compony Stoff Retirement Benefits Scheme ore
ot 75% ond I 5% from employee ond employer respectively from July 2019. The

compony's liobility is limited to ony unpoid contributions.
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21. INVENTORIES

Spore ports ond consumobles
Provision for obsolete stocks
Provision for Stock (HPV)

22. TRADE AND OTHER RECEIVABTES

Trode receivobles
Stoff loons ond odvonces
VAT recoveroble
Prepoid construction costs
Prepoid expenses
Refundoble deposits
Other debtors

2,182,234,022 2,232,089,622

2020
Kshs.

2,346, r 58,996
(79,731 ,844)
(84,1e3,129)

2020
Kshs

9,628,678,337
1,707,309,276
2,207,222,156

108,505,45r
949,827,669

9,477,446
2,794,436,534

17,405,557,870
!s,486,896,66?)

1 ,338,037,428
1,572,427,891

2019
Kshs.

2,311,821 ,466
(79,731 ,844)

201?
Kshs

11,144,514,246
1,606,894,336
3,642,347,300

r 08,606,45r
747 ,749,861

9.477,446
2.056,551,96s

19,31 6,1 ?2,005
(6,680,846,274)Provision for bod ond doubtful

debts

Recoveroble os follows:
Currenl Assets:
Within one yeor
Non-current Assels:
After one yeor -stoff loons-
Long-term Receivobles

11,918,661,201 12,635,345,731

9,008,r 9s,88r 10,488,462,618

1,284,274,632
862,608,481

2,910,465,31? 2,146,883,113

The omounts recoveroble ofter one yeor relote to stoff loons ond odvonces ond o
long-term receivoble in respect of KPRL copitolexpenditure.

Ageing onolysis of the Trode receivobles wos os follows
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Less thon 30 doys
Between 30 ond 50 doys
Between 6l ond 90 doys
Between 9l ond 120 doys
Over 120 doys

23. CASH AND SHORT.IERM DEPOSITS

o) Short Term Deposits

2020
Kshs

630,488,083
6,660,209

98,085,54r
23,044,251

8,870,400,252
9,628,678,337

2019
Kshs

3,488,s02,756
56,216,897

228,666,762
31,861,643

7,339,266,188
11,144,514,246

201?
Kshs.

2020
Kshs.

Fixed deposits 6,904,213,188 9,O59,660,261

The fixed deposits hove o tenor of 3 months ond the effective interest rote in the yeor wos
10% p.o. (2018 - 10%).

b) Bonk ond Cosh Bolonces
Account No. 2020

Kshs

2019

Kshs
l.
2.
3.
4.
5.
6.
7.
B.

9.

10.
ll.
12.
13.

14.
15.

Borcloys Bonk of Kenyo
NCBA Bonk Kenyo (Kshs)

NCBA Bonk Kenyo (USD)

Stondord Bonk (Kshs)

Stondord Bonk (USD)

CfC Stonbic (Kshs)

CfC Stonbic (USD)

Citibonk (Kshs)

Citibonk (USD)

Coop-Bonk
Coop-Bonk (USD)

Equity Bonk (Kshs)

Equity Bonk (USD)

Kenyo Commerciol Bonk
Petty Cosh

I l0B9Bl062
6634970017
6634970025
104023872s00
8704023872s00
r 00000534425
r 0000068r 347
104052002
104052029
1136028439200
2120028439200
560291247368
560261355277
I I 08981 061

102,553,773
28r,893,r53
r 86,389,393
566,177,729
20,600,819

148,510,977
60,813,180

134,414,628
10,51 I ,607
r,500,73r

75,411,812
26,069,871

5,089,998
1 r,805,961

1,631,743,642

148,176,252
863,758,253
187,409,955

1 ,199,O93,542
114,950,725
970,838,728
38,009,886

137,848,7s4
50,2r0,9r5

1,448,713
57 ,499,940
28,525,355

350,976
11,469,704

3,809,591,698

c) CBA (Kshs) Poyments in tronsit 663497N17 (144.sl3,822)

::::::*2 3,809,591,698
===========

* The book bolonce for NCBA Bonk (Kshs) occounf is on overdrow of Kshs. 4i ,960,049
ottributoble to timing differences between poyment in tronsit ond funding of the bonk
occount.
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24. SHARE CAPITAT
2020 201?

Aulhorized:
19,369,580 Ordinory Shores of Kshs.2O
eoch

387,39 r ,600

lssued ond fully poid:
18,173,300 Ordinory Shores of Kshs.2O
eoch

363,466,007 363,466 ,007

387,39r.600

288,616,245
(877,104)

(9,s39,78s,218)
(96,074,803)

(9,348,r 20,880)
r0,265,753,100

9,154,163,087
99,611 ,730

9,253,774,817
1,011,978,283

25. DEFERRED TAX TIABITITY

Defened toxes ore colculoted on olltemporory differences underthe liobility method using
the opplicoble rote, currently ot 30%. 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:

2020 2019
KShs'fi)0 KShs'000

Defened tox liobility
Acceleroted copitol ollowonces
Defened tox on retirement benefit plon ossets

Deferred tox on interest received
Unreolized exchonge goins

20,087,342,289 21,449,735,375

(r ,83s,86 r ,396

19,613,873,979
Defened lox ossets
Provisions
Deferred tox on Un-reolized exchonge loss

Deferred tox on tox losses

Retirement Benefit - OCI

(5,937,8ss,383)
(96,074,8031

(8,211,6r 3,600)
11,909,797,273Nel defened tox liobility

The movement in Deferred Tox wos os follows
At I July (os previously reported)
Prior yeor odjustment

r 0,265,753, r 00

Deferred tox chorge (note l3(o))
Defened tox - Retirement Benefit Obligotion o/c
At the end of the yeor

r 0,265,753,100
1,664,O44,173

11,909,797,273 10,265.753,100

34.068,585

20,121,410,873

(1,177,683,414)
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26. TRADE AND OTHER PAYABTES

Trode poyobles
Other poyobles
Cotering, troining &tourism
development levy
Leove poy provision
Withholding tox poyoble

27. LONG IERM LOAN

(o)Syndicoted Loon (Long Term
Portion)

Bonk

I Commerciol Bonk of Africo

4,255,790,808 7,186,408,233

2020
Kshs

1 ,287,061,288
2.686,336. r 55

17 4,le1',t

244,847,873
37 ,619,683

2020
Kshs

Drown os ot
30th June
2020 usD

201?
Kshs

2,207,030,795
4,665,223,098

75,228

235,431,778
78,647,334

2019
Kshs

17,703,118,633 21 ,364,418,281

(b) Syndicoted Loon (Cunent
Portion) 4,564,757,441 4,382,134,979

The long-term loon represents loon drowdowns os of 30th June 2019 on o United Stotes
Dollor 350 million Focility Agreement signed on l5th July 2015 between KPC ond o
consortium of the following six bonks:

Undenrritlen
Amount USD

58,333,333

58,333,333

57,950,846

57,950,846

Drown os of 3Oh
June 2019 USD

57,9s0,846

57,?50,8462 Citibonk N.A

3 CfC Stonbic Bonk 58,333,333 57,950,846 57,950,846

4 Stondord Chortered Bonk 58,333.333 57,950,846 57,950,U6

5 Rond Merchont Bonk 58,333,333 57,950,846 57,950,846

6 Cooperotive Bonk of Kenyo 58.333,333 57,950,846 57,950,846

roTAr 3s0,000,000 347,70s,076 347,705,076

The loon is for finoncing the construction of o 20-inch pipeline ond reloted focilities
between Momboso ond Noirobi.
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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 OilMorketing
Componies. lnterest on the loon is ot USD 3-month LIBOR plus o morgin of 5.38% p.o.

28. NOIES IO THE STATEMENT OF CASH FTOWS

o) Reconciliolion of operollng profil lo cosh generoted
from operolions
Profit before tox
Adjuslmenls for:
Depreciotion (note l6)
Provisions
Amortizotion of leosehold lond (note 17)
Amortizotion of intongible ossets (note I B)

Movement in retirement benefit osset
Loss/(goin) on disposol of property, plont ond
equipment
lnterest income
lnterest expense
Operoting profit before working copitol chonges

NOTES TO THE STATEMENT OF CASH FTOWS

lncreose in inventories
lncreose in trode ond other receivobles
(Decreose)/increose in trode ond other poyobles
lncreose/(Decreose) in Loon Adjustment
Movement in reloted porty bolonces
Cosh generoled from operolions

b) Anolysis of cosh ond cosh equivolents
Short term deposits (note 22(o)
Bonk ond cosh bolonces

c) Anolysis of non-cosh tronsoctions:
Totolodditions to property, plont ond equipment
Copitolwork in progress items pending settlement
os of 30 June

Cosh used in the purchose of property, plont ond
equipment os presented on the cosh flow
stotement

13,434,352,514 r6.853,681,873

2020
Kshs

5,814,880,299

6,537,s60,361
83,449,164

134,146,400
423.834.260

(4,4s7,238)
(s42,391,045)
1,884,648,9s7

14,331,671,088

2019
Kshs.

3,234,793,422

6,375,177,837

164,632,298
542,605,371

(r r,9r r,sr 6)
(494,176,891)
2,300,298,s27

12,111,419,M8

2020
Kshs

49.855.600
1,426,503,941

(2,830,9e2,638)
457 ,314,167

2019
Kshs

33,927,822
3,88r,s34,097

479,730,017
347,070,889

9,O59,660,261
3.809,s9r.698

6,904,213,188
1,487,229,820

8,391,443,008 12,869,251,959

507,537,083 1 ,479 ,7 42.118

507,537,083 1,479,742,118

Poge 104,|122



I

KENYA PIPETINE COMPANY TIMITED
REPORTS AND FINANCIAT STATEMENTS FOR THE FINANCIAI ENDED 3OTH

JUNE 2O2O
29. RETAIED PARTIES

The Government of Kenyo is the principolshoreholder of the Kenyo Pipeline
Compony Limited, holding 100%ot the compony's equity interest. The Government
of Kenyo hos provided fullguorontees to olllong-term lenders of the entity, both
domestic ond externol.

Other reloted porties include

o) Ministry of Energy
b) NotionolOilCorporotion of Kenyo
c) Kenyo Power Limited
d) Key monogement
e) Boord of directors

Tronsoctions with reloted porties include:
(o) Soles lo reloled porty

Services provided to Notionol Oil Corporotion (K)

(b) Expenses incuned on beholf of retoted 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 monogemenl compensolion
CEO solories ond benefits
Key Monogement solories ond benefits

Directors Expenses:

- Fees & incentives
- Boord Retreots ond generol
- Sitting lduly ollowonce
- Troining expenses
- Trovel expenses ond Subsistence

80,000,000 80.000,000

2020
Kshs

407,658,109

1.315.840.962
384,000,000

!lll:Y!*1

12,584,365
271,492,093
284,O76,458

2019
Kshs

815,250,524

2.439,700,449
384,000,000

?-:!!!:'=Y1

13,009,574
237,130,333
250,13?,907

r 2,000,000

1,152,738
9,696,000

6,902,533
11,642,645

1.719,719

16,326,666

1t.867,709
16,716,462

4r,393,91 7 46,630,ss6
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30. FUIURE RENTAT COMMITMENTS UNDER OPERAIING TEASES

Ihe compony os o lessor:
Within one yeor
ln the second to fifth yeor inclusive

The compony os o /essee:
Within one yeor
ln the second to fifth yeor inclusive

413,142,430 393,232,605

The leose rentol income eorned during the yeor in respect of compony's property
omounted toKshs.82 million (2019 -Kshs.29 million).

2020
Kshs

82,628,486
330,sr3,944

2020
Kshs

1,145,854,795
4,583,419,180

2020
Kshs

201?
Kshs

78,646,521
3r 4,585,084

201?
Kshs

1 ,251,409,311
5,045,637,243

s.729,273,975 6,307,046,ss4
=========== ===========

The totol rentol expense incuned during the yeor omounted to Khs.'l.l million (2019-Kshs. L3
million).

3I. CONTINGENTTlABITIIIES

Pending lowsuits
Extension of Time cloims
Guorontees ond letters of credit

Disputed Cloim byon oilMorketing
Compony (OMC) ogoinst KPC

2,532,359,619
4,689,011 ,724

r 30,570,853

2019
Kshs

1,481,464,956
3,384,212,870

r 86,040,85r

1,996,606,0252,104,732,928

9,456,675,124 7,048,324,702

Pending lowsuits relote to civilsuits lodged ogoinst the compony by vorious porties
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32. FUEI STOCKS

Fuel stocks belong to the Oil Morketing Componies (OMCs) os per Tronsportotion ond
Storoge Agreement signed between the Kenyo Pipeline Compony Limited ond the OMCs.
Fuel stocks ore therefore not included in the finonciol stotements. As of 30 June 2020 the
compony held 493,845 m3 (201 9 - 679 ,686 m3) third porty fuel stocks with o Hydro-Corbon
Volue (HCV) of Kshs. 12,927,636,004 (2018 - Kshs. 35,299 ,620,506).

33. CAPIIAT COMMITMENT
2020 2019

Amounts Authorized
Less:

2,923,170,566 12,513,097,756

Amounts incurred ond included in work-in-progress 1,745,087,907 7,115,826,082

The obove omounts ore included in the opproved budget for the yeor

34. FINANCIAT RISK MANAGEMENT

The compony's octivities expose it to 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 operotionolrisks 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 potentiolodverse effects on
its finonciol performonce. The key types of risks include:

. Morket risk - includes currency ond interest rote risk

. Credit risk

. Liquidity risk
. Copitolrisk

The compony's overoll risk monogement progrom focuses on the unpredictobility of
chonges in the business environment ond seeks to minimize potentiol odverse 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 finonciol risks reloting to the
operotions of the compony.
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Complionce with policies ond exposure limits is reviewed by the inlernol ouditors on o
continuous bosis.

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 finonciolrisks of chonges in foreign
curency 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 finonciol instruments. The objective of morket risk monogement is to monoge ond
control morket risk exposures within occeptoble porometers, while optimising the return.
Overollresponsibility 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 cunency reseryes to settle moturing
obligotions. Revenue is spreod on o 50-50 bosis in locol ond foreign cunencies (USD).
As of end of the yeor, the corrying omounts of the compony's foreign cunency
denominoted monetory ossets ond monetory liobilities ore os follows:

GBP
Kshs

EUR

Kshs
CAD
Kshs

ZAR
Kshs

USD

Kshs

r,r58,567,r00
3,958,198,512
6,588,568,840

At 30 June 2020
Finonciolossels
Bonk ond cosh
bolonces
Short term deposits
Trode receivobles

't 1,805,334,452
Finonciol liobilities
Trode poyobles
Lonq Term Loon

(68,273,02e) (197,317,686) 2,233,413,900
(22,267 ,87 6,07 4)

(532, r 34)

Nel exposure rc8,273,O291 (r97.317.686| (20,034,462,1741 (532,rs4)
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GBP
Kshs

EUR

Kshs
CAD
Kshs

ZAR
Kshs

USD
Kshs

6,430,391,923
4,335,002,832

At 30 June 201 9

Finonciolossels
Bonk ond cosh
bolonces
Short term deposits
Trode receivobles 684 563

19,359,079.318
Finonciol liobilities
Trode poyobles
Long Term Loon

122,426,1 60l, (13e,217,s48) 2,495,497,325
(25,746,5s3,2591

(s01,220l,

(22,426,160) (139,217,s48) (23,251,055,934) (501,220)

(ii) Foreign Currency Sensitivity 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
cunencies.

The toble below detoils the compony's sensitivity to o l0% 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 their tronslotion of the period end for o 10% chonge in foreign cunency rotes.
A positive number below indicotes on increose in profit ond other equity where the
Kenyo shilling strengthens l0% ogoinst the relevont cunency. For o weokening shilllng
ogoinst the relevont currency, there would be on equol opposite impoct on the
profit ond other equity, ond the bolonces below would be negotive.

2020 2019
Kshs Kshs

Effecl on Profit Effecl on Equity Effecl on Profll Effect on Equlty
Currency - GB pounds
+ l0 percentoge point movement
- 10 percentoge point movement

Cwrency - Euro

+ I0 percenloge poinl movement
- l0 percentoge point movement
Currency - US dollors
+ l0 percentoge point movement
- 10 percentoge point movement
Currency - CAD
+ l0 percentoge point movement
- l0 percentoge point movemenl
Currency - ZAR
+ l0 percentoge poinl movement
- l0 percentoge point movement
Currency - HKD

(6,827,303)
6,827,303

(19,731 ,7 69]I

19,731 ,769

2.OO3.446.217
(2,003,446,217)

.4,779,112)
4,779,112

(r 3,8r 2,238)
13.812.238

1,402,412,352
(1,402,412,3s2)

(2,242,6161
2,242,616

(13,921,7ss)
13.921.755

232,510,559
(232,s r 0,ss9)

(s0,1221

50,122
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+ l0 percentoge point movement
- I0 percentoge point movement

The US Dollor impoct is moinly ottributed to the exposure on outstonding 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.

(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.

Monogemenl of interest rote risk
To monoge the interest rote risk, monogement hos endeovored to bonk with
institutions thot offer fovoroble interest rotes.

Sensitivity onolysls
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 sensitivity 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 current flooting interest rotes
increose/decreose by one percentoge point os o decreose/increose of
Kshs.90,596,603 (20i 8: Kshs.48,152,149). A rote increose/decreose of 5% would result
in o decreose/increose in profit before tox ofKshs.452,983,013 (20,l8
Kshs.240,7 60,7 47)

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
omongst opproved counterporties. Credit exposure is controlled by counterporty limits thot
ore reviewed ond opproved by debt controlunit.
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KENYA PIPELINE COMPANY TIMITED

REPORTS AND FINANCIAT STATEMENTS FOR THE FINANCIAI ENDED 3OTH

JUNE 2O2O
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 2020is onolyzed in the toble
below:

The compony's moximum exposure to credit risk os of 30 June 2019 is onolyzed in the toble
below:

Trode Receivobles
Other Receivobles
Bonk Bolonces
Short Term Deposits

Fully
Performing

Kshs

3,488,502,7s6
18.276,221

1,487,229,820
6,904,213,188

Fully Performing
Kshs

3,488,502,756

18.276,221

3,809,563,3s7

9,059,660,261

16,376,002,595

Posl Due
Kshs

7,6s6,011,490
741,414,731

lmpoired
Kshs

529,267,441
315,467,733

Gross Tolol
Kshs

11,673,781,687
1,O75,158,685

1 ,480,1 38,613
6,779,795,163

Trode Receivobles
Other Receivobles
Bonk Bolonces
Short Term Deposits

8,397,426,221 24,773,428,816

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. The post due omounts hove not been
provided forbecouse monogement ond the boord believe the omounts ore recoveroble.

c) tiquidity Risk Monogement

Liquidity risk is the 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 to meet its liobilities when due, under both normol
ond stressed conditions, without incurring unocceptoble losses or risking domoge to the
compony's reputotion.

The compony monoges liquidity risk by mointoining odequote reseryes ond bonking
focilities by continuously monitoring forecost ond octuol cosh flows ond motching the
moturity profiles of finonciolossets 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 otthe reporting dote to the
controctuol moturity dote.

Poge 111 1122

Post Due

Kshs

7,656,011,490

741,414,731

lmpoired
Kshs

529,267,441

315.467,733

Gross Tolol
Kshs

11,673,781,687

1 ,07 5,158,68s

3,809,s63,3s7

9,059,660,261

25,618,163,990
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KENYA PIPETINE COMPANY TIMITED
REPORTS AND FINANCIAT STATEMENTS FOR THE FINANCIAL ENDED 3OTH

JUNE 2020

Within l2 months Over 12

monlhs

Kshs

Tolol

Kshs. Kshs

At 30 June 2020:

Due to reloted porties
Trode poyobles
Other poyobles ond occruols

At 30 June 2019:
Due to reloted porties
Trode poyobles
Other poyobles & occruols

1,287,061 ,288
2,968,729,520
4,255,790,808

Within 12 months

Kshs

2,207,030,79s
4,979,377,438
7,186,408,233

80,000,000

80,000,000

Over l2
months

Kshs

80,000,000

2020

Kshs

10,004,768.990

73,595,346,577

875,754,923
84,475,870,490

80,000,000
1,287,061,288
2,968,729,520
4.335.790.808

Totol

Kshs

80,000,000
2,171,634,703
4,979,377,438
7,266,408,23380,000,000

d) Copitol Risk Monogement

The objective of the entity's copitolrisk monogement is to sofeguord the entity's obility to
continue os o going concern. The entity copitolstructure comprises of the following funds:

Revoluotion reserye
Retoined eornings

Copitolreserye
Iololfunds

Totolbonowings
Less: cosh ond bonk bolonces
Net debt/ (excess cosh ond cosh equivolenls)
Georing

2019

Kshs

10,o04,768,990

8r , t0r ,336,055

875,754,923
91,981,859,969

22,267,876,074

(8,39i ,443,008)
r3,876,433,066

16%

25,746,553,259

(12,869,223,618)

12,877,329,641
14%

Poge 1121122
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34.

35.

36-

R

J

tA PIPELTNE COMPANY UMTTED

PqRTS AND FINANCIAI STATEMENTS FOR THE FINANCIAL ENDED 30TH

NE 2020

TNqoRPoRATTON

cofnpony is domiciled ond incorporoted in Kenyo underthe Componies Act (Cop 486)

EVqNTS AFTER rHE REPORTTNG PERTOD

nlr"r. no moteriolodjusting ond non- odjusting events ofter the reporting period.

culneNcv

clolstotements ore presented in Kenyo Shillings (Kshs)

li
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