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KENYA NATIONAI- SHIPPI}IG LINE LTD

I

REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2015

KEY COMPANY INFORMATION

Bac information

The was established under the Companies Act (Cap 486) on 2''d November 1987' At cabinet

is represented by the Cabinet Secretary for Ministry of Transport, lnfrastructure,

Urban Development who is responsible for the general policy and strategic direction of

the compan

Principal vities

The princi I activity of the company is shipping'

Directors

The Directofs were as follows

Mrs. Mturi-Wain

- Chairman - Appointed on 10'03'2016

- Ag. Managing Director - Appointed on 17 '07 '2013

- PS, State Department of Shipping & Maritime Affairs

- PS, The National Treasury

- MD, I(enya Ports AuthoritY

- Director - Appointed on 02'10'2015

- Director - Appointed on 02'10'2015

- Director - Appointed on 02'10'2015

- Director

- Director

+ Italian ** German

Corporate lSecretarY
Ms. Addraia Dena - I(PA Corporate Secretary

Certified pirUtic Secretary (Kenya)
P O. Box 88206 - GPO 80100
MOMBASA,

Corporate Headquarters
i " Floor, Cannon Towers II
MSA/BLOCK XXy43 5, 436 & 431

Moi Avenue
P.O Box 88206 - 80100

MOMBASA, KENYA
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Mr. Edward Karani, HSC

Mr. Joseph Juma

Mrs. Nancy Kangithu, ElS
I

Dr. Kqrmau Thuge

6. Mr. Fhrid Aluned Swaleh

7. Mr. J{cob Mwarua
I

8. Ms. Ploline KanYora
I

g. Capt.lG Cuomo +

10. Peterh.eschke +*'
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REPORTS AND FINANCIAL STATEMENTS
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Website: www .co.ke

Corporate

1. Kenya al Bank Limited
P.O, Box 2s4 - GPO 80100

M

2 Barclays
P.O. Box

ank of Kenya Limited
182 - GPO 80100

N{O A

Principal Au
The Auditor
Office of the tor General

Anniversary T University Way
P.O. Box - 00100
NAiROBI

Corporate Conjtacts
Telephone: (02 )23
E-mail: admin

Principal

l. The

000r5/17, (+254) 700 510592

l.co.ke

Adviserso

o

o

o

o

o

2.

General
State Office

AvenueHaram
P,O. Box 40112
Citv Souhre 00200
Nairobi, ffi.enya

Omondi lWu*"* & ComPanY Advocates

P.O. Bo* 1606
MOMBA.SA
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KENYA NATIONAL SHIPPING LII\E LTD

REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30,2015

o

THE BOARD OF DIRECTORS

1 Mr. Edward (6ani, HSC.

Chairman, Board of Directors.

Business person

2. Dr. Kamau Thuge, EBS

Principal Seuetary,

The National Treasury.

Doctor of Philosophy (PhD)

degree in Economics,

Master's degree in
Economics, Bachelor of
Arts (Economics) degree.

aJ Mrs. Nancy Karigithu, CBS.

Principal Secretary,

State Departrnent of Shipping &

Maritime Affairs.

Principal Secretary

4 Mrs. Catherine Mturi-Waid.

Managing Director,

Kenya Ports Authority.

Master of Business

Administration, Bachelor of
Science in Finance, CPA
(K), CPS (K).

5 Mr. Farid Ahmed Swaleh.

Director.

Business person

6 Ms. Poline Kanyora.

Director.

Business person

o

o

o

o

o

o

o

o
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KEI\TYA NATIONAL SHIPPING LINE LTD

o REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30,2015

2. THE BOARD OF DIRECTORS (continued)

o

o

o

o

o

o

o

o

o

Business personMr'. Jacob Mwarua.

Director.

7

Business personCapt. G. Cuomo.

Director.

8

Business personMr. Peter Reschke.

Director.

9

MBA, PGD, CPA (K), CPS
(K).

10. Mr. Joseph Juma.

Acting Managing Director.

I
1

Mr. Tom Mokaya

Altemate Director, The National

Treasury.

1l

Bachelor of Law (Hons)
Degree and Diploma in
Law from the Kenya
School of Law.

Certified Public Secretary
(Kenya).

12. Ms. Addraya Dena

Company Secretary

Bachelor of Law (Hons)
Degree and Diploma in
Law from the Kenya
School of Law.

13. Mr. Stephen Kyandih

Company S ecretary Representative
*+,_
.t-: \':

*.v
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KENYA NATIONAL SHIPPING LINE LTD

RE,PORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2015

o

2. THE BOARD OF DIRECTORS (continued)

(a) Board Committees

Name of the Committee Members

Finance and General Purpose Committee

1. Mr. IssaMuslim

2. Mr. Tom Mokaya

3. Mr. Farid Swaleh

4. Mr. Jacob Mwarua

Audit and Risk Committee

1. Mrs. Nancy Karigithu, CBS

2. Mrs. Catherine Mturi-Wairi

3. Ms. Poline Kanyora

o
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o
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o
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KEI\TYA NATIONAL SHIPPING LINE LTD

a REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30,2015

MANAGEMENT TEAM

o

o

o

o

o

o

o

o

1 Mr. Joseph Juma

Acting Managing Director/

Chief Accountant

MBA, PGD, CPA(K), CPS(K)

2 Mr'. Gerald Kamau

Cost Controller / Administration

Manager

Bachelor of Arts - Economics,

cPA(K)

I

J Mr. Joseph Kinyua

Container Control Manager

Higher Diploma - Shipping

Management

4 Mrs. Rollyn Chebosi

Management Accountant

Bachelor of Business

Administration - Accounting,

cPA (K)
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KENYA NATIONAL SHIPPING LINE LTD

REPORTS AND FINANCIAL STATEMENTS

o

THE YEAR ENDED JUNE 30, 2015FOR

CHAIRMAN'S STATEMENT o

The Chairmhn wisl-r to present the estirnates of financial statements for the year ended June 30, 2015

The comparry reglstered an estimated loss of Kshs 30,3 Million and Kshs 22.5 miilion for the year 
O

e,ding 30 Jlme 2015 and year ending 30 June 2014 respectively.

I

The directois and management are pursuing a number of strategies to ensure the company returns to

profitable

provider,

tladinei-
rdsolvin

Ed Karani, H

Ch Board of Directors

restructuring of the company, partnering with a service a
and implementing a five year Strategrc Plan 2016 - 2021

o

o

o

o

o

These measures

g shareho
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o KENYA NATIONAL SHIPPING LINE LTD

REPORTS AND FINANCIAL STATEMENTS
FORTHE YEAR ENDED JUNE 30, 2015

o
REPORT OF THE MANAGING DIRECTOR

KNSL was fonned in 1987 under the Company's Act and is the National Carrier of thg Kenya

Govemment. At the time, the Shareholders included the Kenya Govemment through i(enya Ports

Authority (KpA) with majority shares together with two foreign investors DEG and IINIMAR. Later

on n 1997 the company's shareholding was re-organized to bring into the fold a strategic partner

Mediterranean Shipping Company (MSC) through Heywood Shipping Co. Ltd (formerly UAI) as an

additional shareholder.

The company is based in Mombasa with a branch office in Nairobi and operates as a Non-Vessel

Owning Common Carrier OTVOCC) which charters slot from Mediterranean Shipping Company

(MSC). Also, KNSL uses other shipping lines for cargo destined to various ports of the world. Aside

from the direct shipping business, KNSL also offers Agency and inland haulage services. i(NSL is a

principal to various Agents spread in gteater parts of Europe, Mediteranean region and East Africa'

The company ships containerised cargo through MSC mainly to European ports such as Felixstowe,

Barcelona, Antwerp, Hamburg, Bremen, Rotterdam, Le Hawe, Lisbon, Lexoies' KNSL also calls to

other ports in the world through other shipping lines though on a limited way'

The company reported an estimated loss of Kshs 30.3 Million and Kshs 22.5 million for the year

ending 30 June 2015 and 30 June 2014 respectively'

The overall indication grven by the financial position statement as at 30 June 2015 is that of negative

net curent assets. This implies that the company cannot meet, at least in the short tenn, its current

obligations from the existing current assets.

However, the Directors and management are pursuing a number of strategies to ensure the company

retums to profitable trading. These measures include:

(i) Restructuring of the comPany

(ii) partnering with a service provider - the company is in the process of seeking service

providers to ensure it offers global shipping services'

(iii) Resolvingshareholdingstructure

o

o

o

o

O

o

a
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KEI\TYA NATIONAL SHIPPING LINE LTD o

REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED JTINE 30, 2015

REPORT OF THE MANAGING DIRECTOR (Continued)

(iv) Developed Stategic Plan (2016-2021) - a strategic plan has been prepared and will be

implemented.

With the expected implernentation of above strategies, the financial statements have been prepared on o

the going concern basrs.

o

Joseph Juma
Ag. Managing Director

o

o

o

o

a

o
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Corporate

the Company

is cornrnitted

KENYA NAT ONAL SHIPPING LTNE LTD

REPORTS FINANCTAL STATEMENTS
FOR THE YE R ENDED JUNE 30,2015

CORPORA GOVERNANCE STATEMENT

is the process and structure used to direct and manage the business affairs of

order to enhance prosperity, corporate performance and accountability. KNSL Board

uphoiding high standards of corporate govemance.

running of the business of the company's system of internal control is bestowed on

Board includes to:

: leadership, integrity and sound judgement in directing KNSL to achieved continued

ity;

, evaluate and approve KNSL strategic business and operational plans and ensure that

pany has sufficient and appropriate resources to achieve its goals;

that effective processes and systems of risk management and internal controls are in

, evaluate and approve the overall orgartrzational structure, the assignment of semor

ment responsibilities and plans for senior management development and succession;

o

o

o

Tl-re day-to-da

the Managing

The role of the

a) Exercis

prosper

b) Review

the com

c) Ensure

place;

d) Review

manage

e) Reviewl, evaluate and approve the remuneration structure of the organizatton;

0 Adopt, implement and rnonitor compliance with the organization's code of conduct and

g) Reviewl on a quarterly basis the attainment of targets and objectives set out in the agreed
j

perfonrlance measurement framework with the Government of Kenya;

h) Protect lthe rights of shareholders and optimize shareholder value;

i) Enhance the organization's public image and ensure engagement with stakeholders through

effectir,,]e communicati on; and

j) Moni compliance with the constitution, all applicable laws, regulations and standards; and

Board Commlttees

The Board discharges its functions through committees. KNSL has two Board Committees

1. Finance and General Purpose Board Cornmittee

2. Audit and Risk Board Cornmittee

ethiCS;

o
1l



KENYA NATIONAL SHIPPING LINE LTD a
REPORTS AND FINANCIAL STATEIVIENTS
FOR TIIE YEAR ENDED JUNE 30,2015

REPORT OF THE DIRECTORS

The Directors submit their report together with the audited financial statements for the year ended

June 30, 2015 which disclose the company's state of affairs.

PRINCIPAL ACTIVITY
The principal activity of the company is the provision of shipping services

RESULTS

The results of the company for the year ended June 30, 2015 ate set out on page 15

DIRECTORS

The members of the Board of Directors who served during the year are shown onpage2.

AUDITORS

The Auditor General is responsible for the statutory audit of the cornpany in accordance with the

provisions of the Public Finance Management (PFM) Act, 2012, which also empowers the Auditor
General to nominate other auditors to carry out the audit on his behalf.

By Order of the Board

o

o

o

o

o

o

o

o

d,L
Secretary

Mombasa

Date: .?&.?':N\b

t2
o
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KENYA NATIONAL SHIPPtr''{G LINE LTD

REPORTS AND FINANCIAL STATEIVIENTS
FOR TIIE YEAR ENDED JTINE 30,2015

STATEMENT OF DIRECTORS' RESPONSIBILITIES

The public Finance Management Act, 2Ol2 and the Kenya Company's Act, require the Directors to

prepare financial statemenis in respect of that conxpany, which give a true and fair view of the state of

uffuirr of the conxpany at the end of the financial yearlperiod and the operating results of the company

for that year. Thi Directors are also required to ensure that the company keeps proper accounting

records which disclose with reasonable accuracy the financial position of the company. The Directors

are also responsible for safeguarding the assets of the company'

The Directors are responsible for the preparation and presentation of the company s financial

statements, which grve a true and fair view of the state of affairs of the company for and as at the end of

the financial year ended on June 30, 2015. This responsibility includes: (i) maintaining adequate

financial management arrangements and ensuring that these c,ontinue to be effective throughout the

reporting period; (ii) maintaining proper accounting records, which disclose with reasonable

u...1rru.f ut *y time the financial position of the company; (iii) designing, impiementing and

maintaining internai controls relevant to the preparation and fair presentation of the financial

statements, and ensuring that they are free from material misstatements, whether due to elTor or

fraud; (iv) safeguarding the assets of the comparry; (v) selecting and applyng appropriate accounting

policies; and (vi) making accounting estirnates that are reasonable in the circumstances.

The Directors accept responsibility for the cotnpany's filancial statements, which have been prepared

using appropriate aicounting policies supported by reasonable and prudent judgements and estimates,

ln co-nformiiy with Intemational Financial Reporting Standards (IFRS), and in the manner required by

the pFM Act and the Kenya Company's Act. The Directors are of the opinion that the contpany's

financial statements give a true and fair view of the state of company's tansactions during the financiai

year ended June 30, ZOLS, 
^dof 

the conxpany's financial position as at that date. The Directors further

Lonfirm the completeness of the accounting records maintained for the conxpany, which have been

relied upon in thl preparation of the con,tpany's financial statements as well as the adequacy of the

systems of internal financial control.

The directors acknowledge that the continued existence of the company as a going concern depends on

the continued success of th" various strategic measures that are being pursued by the directors to

achieve optirnal volumes of cargo handled to retum the company to profitable trading and continued

financial support from shareholders. The directors are of the view that, once these measures are fully
implemented, the company's solvency wiil be restored and it will trade profitabiy for the foreseeable

future.

o Approval of the financial statements

The company's were approved by the Board on )1. K 2016 and

on its behalfby:

o

o

o

o

o

o

o
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REPUBLIC OF KENYA

o P.O. Box 30084-00100

NAIROBI
Telephone : +25 4-20-3 42330
Fax: +254-20-311482
E-mail: oag@oagkenya. go.ke
Website: www.kenao. go.ke
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OFFICE OF THE AUDITOR.GENERAL

REPORT OF THE AUDITOR.GENERAL ON KENYA NATIONAL SHIPPING LINE

LIMITED FOR THE YEAR ENDED 30 JUNE 2015

REPORT ON THE FINANCIAL STATEMENT

I have audited the accompanying financial statements of Kenya National Shipping

Line Limited set out on pages 15 to 33, which comprise of the statement of financial
position as at 30 June 2015, and the statement of comprehensive income,

statement of changes in equity and statement of cash flows for the year then ended,

and a summary of significant accounting policies and other explanatory information

in accordance with the provisions of Article 229 of the Constitution of Kenya and

Section 35 of the Public Audit Act, 2015. I have obtained all the information and

explanations which, to the best of my knowledge and believe, were necessary for

the purpose of the audit.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these

financial statements in accordance with lnternational Financial Reporting Standards

and for such internal control as management determines is necessary to enable the
preparation and fair presentation of the financial statements that are free from

material misstatement, whether due to fraud or error.

The management is also responsible for the submission of the financial statements

to the Auditor-General in accordance with the provisions of Section 47 of the Public
Audit Act, 2015.

Aud itor-General's Responsibility

My responsibility is to express an opinion on these financial statements based on

the audit and report in accordance with the provisions of Section 48 of the Public

Audit Act, 2015 and submit the audit report in compliance with Article 229 of the

Constitution. The audit was conducted in accordance with lnternational Standards

of Supreme Audit lnstitutions. These standards require compliance with ethical

requirements and that the audit be planned and performed to obtain reasonable

assurance about whether the financial statements are free from material

misstatement.

An audit involves performing procedures to obtain audit evidence about the

amounts and disclosures in the financial statements. The procedures selected

depend on the auditor's judgement, including the assessment of risks of material

Repot.t g/ the,4uclitot-Genarul on the Finunc'iul Stutcmcttls ttf'Kcnyu Ncttirtrutl Shiltping Linc Li

o
vear entlacl 30 June 20 I 5
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misstatement in the financial statements, whether due to fraud or error. ln making
those risk assessments, the auditor considers internal control relevant to the
entity's preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Company's internal
control. An audit also includes evaluating appropriateness of accounting policies
used and the reasonableness of accounting estimates made by the management,
as well as evaluating the overall presentation of the financial statements.

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

Basis for Qualified Opinion

1. Going Concern

As reported in the previous year, the statement of comprehensive income for the
year ended 30 June 2015 indicated that the Company recorded a loss of
Kshs.30,329,007 (2O14 - Kshs.22,532,597) resulting to accumulated deficits of
Kshs.292,435,960 as at 30 June 2015 (2014 - Kshs.262,106,9s3). Further, income
from operations reduced to Kshs.3,386,842 compared to Kshs.11,676,100 during
the financial period 201312014. ln addition, the current liabilities of Kshs.89J7g,BO2
exceed the current assets of Kshs.23,379,270 resulting in a negative working
capital of Kshs.66,400,532.

Under the circumstance, the financial statements have been prepared on a going
concern basis on the assumption that the entity will continue getting financial
support from its creditors and related parties.

2. Non-Current Assets

The statement of financial position as at 30 June 2015 reflects non-current assets
balance of Kshs.1,169,072. However, the fixed assets register availed for audit
review did not reflect the location and code numbers of the assets thus reducing the
effectiveness of the register as a control and verification tool.

Under the circumstance, it has not been possible to confirm the completeness and
existence of non-current assets balance of Kshs.1,169,072 as at 30 June 2015.

3. Trade and Other Receivables

As reported in the previous years, the statement of financial position reflects trade
and other receivables balance of Kshs.15,775,260 as at 30 June 2015. lt was
however noted that the company recorded a provision for debts and doubtful trade
receivables of Kshs.53,455,083 as at 30 June 201 s (2014 - Kshs.52,524,385). The
company currently does not have clear policies and procedures in place with

Rapot't rl thc lttditorGcnerul on the Finunc'rul .slutantcnt\ of Kem'u ,Nuttortul .shtpprng Lrne Lrmrtccl fitr.thc
ycLtt' cnLlcd 30 ./trtre l0l 5
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o

o

o

o

o

o

respect to estimating and recording an allowance for doubtful debts in its financial
statements.

Consequently, the accuracy and recoverability of trade and other receivables
totalling Kshs.15,775,260 as at 30 June 2015 could not be confirmed.

4. Bank and Cash Balances

As previously reported, the statement of financial position reflects bank and cash
balance of Kshs.7,397,216, out of which Kshs.57,692.67 (USD 658.39) is in respect
of the Barclays Bank Plc (US) current account. However, no monthly bank
statements and bank balance confirmation certificate were availed for audit review.

Consequently, it has not been possible to confirm the validity, accuracy and
completeness of the bank and cash balance of Kshs.7,397,216 as at 30 June 2015.

5. Trade and Other Payables

As reported in the previous year, the statement of financial position as at 30 June
2015 reflects trade and payables balance of Kshs.63,722,417 out of which amounts
totaling to Kshs.5,299,527 is due to container leasing companies, most of whom
stopped sending invoices for container leasing charges and monthly statements to
the Kenya National Shipping Line several years back. The liabilities carried in trade
payables in respect of the amounts due to these suppliers are based on balances
outstanding when the statements were last received from these suppliers.

ln the absence of statements, invoices or direct confirmation from these companies,
it has not been possible to confirm the accuracy of trade and other payables
balance of Kshs.63,722,417 as at 30 June 2015.

6. Dues to Related Party

The statement of financial position as at 30 June 2015 reflects a balance of
Kshs.26,057,385 in respect of dues to related party. The entity has indicated that
these are transactions between the Company and Kenya Ports Authority. However,
a review of records maintained by Kenya Ports Authority reflected an amount of
Kshs.28,120,000 resulting in unexplained or reconciled difference of
Kshs.2,062,615.

Consequently, it has not been possible to confirm the accuracy and completeness
of the amount due to related parties amounting in Kshs.26,057,385 as 30 June
2015.

Report ofthe ,4uditor'-General on the Financial Statentent.s of Kenyo National Shipping Line Lintited.fot'the
veur ended 30 Jtrnc )() l 5
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Qualified Opinion

ln my opinion, except for the effect of the matters described in the Basis for
Qualified Opinion paragraph, the financial statements present fairly, in all material
respects, the financial position of Kenya National Shipping Line Limited as at 30
June 2015, and of its financial performance and its cash flows for the year then
ended, in accordance with lnternational Financial Reporting Standards and comply
with the Kenyan Companies Act.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Kenya Companies Act, I report based on the audit, that;

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, proper books of account have been kept by the Company, so
far as appears from my examination of those books; and,

The Company's statement of financial position and statement of
comprehensive income are in agreement with the books of account.

o

a

o

o

o

o

o

o

o

a

FCPA Edward R. O. Ouko, CBS
AUDITOR.GENERAL

Nairobi

19 February 2018

Report of the Auditor-Ceneral on the Financial Stalements o/.Kerya Nattonal Shipping Lrne Limrted.forthe

.t'ear ctrded 30 Junc 201 5
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KENYA NATIONAL SIIIPPING LINE LTD

REPORTS AND FINANCIAL STATEMENTS
ENDED JT]NE 30,2015FOR TIIE YEAR

STATEMENT OF COMPREHENSTTE INCOME

SERVICE

SERVICE

SERVICE FIT

Note 201.5

Kshs

3,386,842

(968,529)

2,4L8,313

2014

Kshs

1 1 ,676,1 00

(8,040,240)

3,635,860

o

o

o

o

o

5

6

FINANCE

GAIN ON

ADMINIS

D

NET

LOSS BEFO TN(ATION

TAXATION
I
I

CHARGE

OF NON-FINANCIAL ASSETS

COSTS

COSTS

AND AMORTZATION E)GENSES

EXCHANGE LOSSES

ME 7

8

9

10

L3-14

15

11

1 49,1 58

940,222

(14,056,3 83)

(15,353,931)

(51.1,527)

(3,914,859)

184,380

1,454,674

(13,030,599)

(12,697,946)

(939,858)

(1,145,108)

o

TOTAL

FOR THF"

STVE LOSS

(30,329,007) (22,532,597)

(30,329,007) (22,532,597\

o

o

i5



o KENYA NATIONAL SIIIPPING LINE LTD

REPORTS AND FINANCIAL STATEMENTS
FOR TIIE YEAR ENDED JUNE 30, 2015

a

a

o

o

o

STATEMENT OF FINANCIAL POSITION
AS AT 30 JI]NE 2015

ASSETS
Non-Current Assets
Vehicles and equipment
Intangible assets

Current Assets
Inventories
Trade and other receivables
Bank and cash balances

TOTAL ASSETS

EQTIITY AND LIABILITIES
Capital and Reserves
Ordinary share capital
Funds awaiting allotment of shares
Accumulated deficit

Note

l3
14

20t5
Kshs

206,794
15,775,260
7,397,216

20t4
Kshs

177,672
14,642,676
3,503,455

1,169,072 2,074,174

1,169,072 2,074,L74

16

17

18

19

19

23,379,270 18,323,803

24,548,342 20,397,917

o

o

93,523,000
133,68 1 ,500

(292,435,960)

93,523,000
103,681,500

(262,706,953)

Capital and Reserves

Current Liabilities
Trade and other payables
Due to related party

20
21

TOTAL EQUITY AND LIABILITIES

statements were by the Board on }), f

of the Board
Joseph Juma
ICPAK MAtro: 9945

(65,231,460\ (64,902,453)

63,722,4t7
26,057,385

59,243,045
26,057,385

89,779,802 85,300,430

24,548,342 20,397,917

2016 and signed on its behalfby:

o

o

Edward Karani

T6
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o
KINYA NATIONAL SHIPPING LINE LTD

REPORTS AND F'INANCIAL STATEMENTS
FOR TIIE YEAR ENDED JUNE 30,2015

STATEMENT OF CHANGES IN

Total comprehensi

Capital lnjection

At June 30,2074

I et lrrty 7 ,2014

EQUITY o

o

o

o

o

o

o

o

Qrlote 19) (Note 19)

Ordinary
share capital

Funds awaiting
allotment of

shares

Accumulated
deficit Total

At July | ,20L3 93,523,000 73,681,500 (239,574,356) (72,369,856)

loss for the year (22,532,597) (22,532,597)

30,000,000 30,000,000

93,523,000 103,681,500 (262,706,953) (64,902,453)

93,523,000 103,681,500 (262,L06,953) (64,902,453)

Total comprehensivr loss for the year (30,329,007) (30,329,007))

Capital Injection 30,000,000 30,000,000

At June 30, 2015 93,523,000 133,681,500 (292,435,960) (65,231,460)

11
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KENYA NATIONAL SHIPPING LINE LTD

REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED JfINE 30, 2015

STATEMENT OF iCASH FLOWS
I

i

j
I

oPERATTNG AC1TVTTTES

usei
I

Note

23

2015
Kshs

(27 ,589,194)

149,158

(27,440,036)

2014
Kshs

(31,542,309)

184,380

tlt,gs7,g2gl

Cash generated rn operations

lnterest received

Net cash generated used in operating activities

o INVESTING A

Purchase of and equipment
Proceeds from of equipment

Net cash genera from investing activities

F'INANCING

Proceeds from injection

o Net cash generate used in financing activities

IN CASH AND CASE EQUTVALENTS

o

CASII AND CASHI
I

t2 (257,983)
1,59i,780

19 30,000,000

30,000,000

3,893,761

3,503,455

(765,t17)
2,755,820

30,000;000

30,000,000

632,774

2,870,691

1,333,797 1,990,703

o

IN

o

o

CASH A}[D EQUTVALENTS AT BEGINNING OF YEAR

EQUTVALENTS AT EI\D OF THE, YEAR 7,397,216 3,503,455

a

18



oKENYA NATIOI\AL SHIPPING LINE LTD

REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2OI5

I

I

NOTES TO THE F4\ANCIAL STATEMENTS

I

SUMMARY OF SIqNIFICANT ACCOUNTING POLICIES

a

The principle account[ng policies adopted in the preparation of these financial statements are set outbelow:t'
1. Statement of liance and basis of preparation o

The hnancial are prepared under the historical cost convention. The principal accounting policies adopted rn
the of these financial statements, which are set out below, remail unchanged from previous years

The financial have been prepared and presented in Kenya Shillings, which is the functional and reporthg
currency of company

o
The financral statements have been prepared in accordance with the PFM Act, the Kenya Company's Act, and
International
all the years

Reportrng Standards (IFRS). The accounting policies adopted have been consistentiy applied to

2 Revenue

Service inc represents the invoiced value ofshipping services rendered and is recognised once the goods have been a
shipped net of where applicable.

Interest is accrued on a time basis by reference to the principal outstanding and at the effective interest rate
applicable, is the rate that exactly discounts estimated future cash receipts through the expected life of the
financial asset that asset's net carrying amount.

3. Retirement nefit costs and employment leave entitlements o
The company contributes to the statutory Nationai Social Security Fund. Ttus is a defined contribution scheme
registered the Nationai Social Securiry Fund Act. The company's obligations under this scheme are limited to
specific legislated from time to time and are currently limited to Sh 200 per month per employee

The company
held in a

company

The company

4 Leave pay pro

A provrsion is

end of the rep
accrue to emplr

5. Foreign curre:

In preparing t

recognised at t

monetary itemr

operates a defined contribution pension scheme for ail its employees. The assets of this scheme are
trustee administered fund. The scheme is funded by payments from both the employees and the a

obligations to these schemes are charged to the profit or loss as they fall due.

vision

made for the estimated liability for annual leave as a result of services rendered by employees up to the O
crtrng period. Employee's entitlement to annual leave is also charged to the profit or loss when they
)yees.

ncy translation

he financial statements, transactions in currencies other than the entity's functional currency are
he rates of exchange prevailing at the dates of the transactions. At the end of each reporting period,
I denominated tn foreign currencies are retranslated at the rates prevailing at that date. Non - monetary

o
items that are measured in terms of historical cost in a foreign currency are not retranslated. Gails and losses on
exchange are recognised in profit or loss.

19
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a I(ENYA NATIONAL SHIPPING LINE LTD

REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2015

o

o

NOTES TO THE FINANCIAL STATEMENTS (Continued)

l. SLMMARY OF SIdNITICANT ACCOUNTING POLICIES (Continued)

6. Taxation

I

Income tax exfense represents the sum ofthe tax currently payable and deferred tax.

I

Current taxatifn is provided on the basis of the results for the period as shown in the fi:rancial statements, adjusted in
accordance wilth tax legislation.

Deferred tax ir

and liabilities
r provided using the liability method, for all temporary differences arising between the tax bases of assets
rnd ther carrying values for financial reporting purposes.

o

o

o

o

o

Deferred tax I

only to the exl
unused tax cre

iabilities are recognised for all taxable temporary differences, while deferred tax assets are recognised
ent that it is probable that future taxable profits will be generated against which the unused tax losses and
dit can be utilised.

1 Vehicles and bquipment

Vehicles an{ equipment are stated at cost iess accumulated depreciation and any accumulated impairment losses.
I

8. Depreciation

is calculated on the straight- l:re basis to write-off the cost of motor vehicles and equipment over their
expected lives at the following anaual rates;

25%

12.5%

33.33%

25%

fittings and equipment

Co

9 Computer costs

Computer ftware costs are recognised as iatangible assets and are stated at cost less accumulated amortisation.
Acquisition
three years.

are amortised on the straight- line basis over the expected useful lives, not exceeding a period of

10. Accounting f leases

I

Leases are classified as finance leases whenever the terms of the lease transfer substantially ail nsks and rewards of
ownership td the company as a lessee. A-11 other leases are classified as operating leases.

The companl; as lessee
I

I

Rentals payalble under operating leases are charged to the profit or loss on a straight line basis over the term ofthe
relevant leasi.

Imparrment

At the end of each reporting period, the company reviews the carrying amounts of its tangible assets to determine
whether therp is any indication that those assets have sufflered an impairment loss. If any such indication exists, the
recoverable amount of the asset is estimated in order to determine the extent of the impairment ioss.

l

If the recoveirable amount of an asset is estimated to be less than its carrying amount, the carrying amount of the
asset is reduded to its recoverable amount. Impairment losses are recognisld us 

"o 
e*p"ose irrmldiitely, unless the

relevant asset is carried at a revalued amount in which case the impairment loss is treated as a decrease i:r the
revaluation surpius.

lt

o

o
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KENYA NATIONAL SHIPPING LINE LTD

REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE

o

o

o

o

o

O

o

o

NOTES TO THE FINANCIAL STATEMENTS (Continued)

SLMMARY oF SIGNIFICANT ACCOLTNTING POLICTES (continued)

12, Financialinstruments

Frnancial assets and liabilities are recognised on the company's statement of financial positiou when the companyhas become a parry to the contractual provisions of the irrst**"nt.

Trade receivables

Trade receivabfgs are carried at anticipated realisable vaiue. An estimate is made for doubtful receivables based on
1ffi";lff;lall.outstanding 

amounts at the vear ena. eal e"bts are written offwhen all reasonabte steps to recover

Trade paltables

Trade payables are stated at their nominal value,

Equity tnstruments

Al equity instrument is any contract that evidences a residual interest in the assets of an entity after deductiag att ofits liabiiities' Equity instruments issued by th" 
"o*puoy 

are recorded at the proceeds received, net of direct issuecosts.

13. Cash and cash equivalents

For the purposes of the statement of cash flows, cash and cash equivaients comprise cash in hand, bank balances netof outstandiag bank overdrafts and short terrn deposits shoJlerur deposits ;i'liqriJ;resments which are readilyconvertible into known amounts of cash and whiih were within three months 
"i-it".ity when acquired.

14. Comparatives

30,20t5

comparative figures have been adjusted to conform with changes in presentation during the current

O
t

Where
year.

neclessary,

21
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KENYA NATIOI1{AN, SHIPPING LINE LTD

REPORTS A.ND IFINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2015

o

o

o

o

o

o

o

o

NorES ro rHr r'ilq
l

cnrucel ll2

ANCIAL STATEMENTS (Continued)

CCOLTNTING JLIDGEMENTS AND KEY SOI,IRCES OF ESTIMATION UNCERTAINTY

required to
not readily
e and other

factors that considered to bs relevant. Actual results may differ from these estimates.

The e and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
the penod rn wtuch the estimate is revised if the revision affects only that penod or in the period of therecognised

revision and periods if the revision affects both current and future periods.

The key of judgment in applying the entities accounting policies and sources of estimation uncertainty are dealt
with below

(a) Critical .;udgements in applying accountrng policies

There areiuo critical judgments, apart from those involving estimations [see (b) below], that the directors have
made in the process of applying the group's accounting policies and that have the most significant effect ou
the amourits recognised in financial statements.

I

(bt Key sources of estimation uncertainry

Impairmi,,nt losses

At the erld of each reporting period, the company reviews the carrying amounts of its tangible and intangible
assets to determine whether there is any indication that those assets have suffered an impairment ioss. If any such
rndication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impairmefrt loss. Where it is not possible to estimate the recoverable amount of an individual asset, the company
estimates lthe recoverable amount of the cash generating unit to which the asset belongs.

Vehicles, equipment and intangible assets

Critical estimates are made by the directors in determining depreciation rates for vehicles, equipment
and rltangibie assets.

C o nting eht liabilities

As disclosed in note 22 to these financial statements, the company is exposed to various contingent liabilities in
the normai course of business including certail pending audits with Kenya Revenue Authority and a number of
outstandirig legal cases. The directors evaiuate the stalus of these exposures on a regular basis to assess tle
probability of the company incurring related liabilities.
However,rprovisions are only made il the financial statements where, based on the directors' evaluation, a present
obligatron has been established.

GOING CONCERN

As at 30 June 2015, the company had an accumulated deficit of Sh 292,435,960 (2014'. Sh. 262,106,953) and its
current liabilities exceeded its current assets by Sh 66,400,533 (2014:5h.66,976,627) prntaily because of the
trading losses made in the past years. It also incurred a loss for the year ended 30 June 20i5 of Sh 30,329,007
(2014: Sh. 22,532,597).

The directors and managemeni are pursuing a number of strategies to ensure the company returns to profitable
trading. Ttrrese measures inclnde: restructuring, partnering with a service provider, resolving shareholding structure
and implementing Strategic Plan (2A16-2021).

On thrs basrs, the drectors consider it appropriate to prepare the financial statements on the going concern basis.

o
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I(ENYA NATIONAL SHIPPING LINE LTD

REPORTS AND FINANCIAL STATEMENTS

o

FOR THE YEAR ENDED JUNE 30,2015

NOTES TO THE FINANCIAL STATEMENTS (Continued)

4. (LOSS)/PROFIT BEFORE TAXATION

The (loss)furofit before taxation is amved at after charging / (creditrng):

2015
Kshs

670,s00
64,365

511,527

14,056,393
(940,222)

'::yi

20t4
Kshs

881,000
(s17,707)
939,858

l3,030,599
(1,454,674)

:y
5,121,763
1,269,324
1,8t6,957
t,017,305

199,049
2,191,702

1,030,907
63 1,893
473,699

|,596,786
\,691,246
1,833,371

776,348

O

o

o

o

o

o

o

l

Audrtors' rbmuneratron
Bad debts l]ess recoveries
Depreciatidn on motor vehicles and equipment
Amortisatron of intangible assets
Employmepts costs
Gain/(Loss) on disposal of equipment
Operatrng lbase rentals

5. SERVICEIINCOME

Frerght &
Termmal

Currency

6.

Adjustment Factor (CAF)
Charges (THC)

I

I

COSTS
I

SERVICE

Bunker Ad Factor (BAI')
Inland
Container Revenue
M Revenue

Loadrng
Drschar

Inland Fre
Contatners Costs
Slot Charter
Other Surchhrges

I

FINANCE INCOME

Interest incoine on short-term bank deposrts

GAIN ON qISPOSAL OF NON.FINANCIAL ASSETS
Garn on dispbsal ofnon-fiaancial assets

3,386,842 11,67 6,100

t,271,841
362,418
4s3,291

77,856
458,595
7 62,841

2,470
282,262

77,856
483,430

122,511

Charges

968,529 8,040,240

7

149,158 184,380

940,222 1,454,674
a

8

l)

940,222 t,454,674
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KENYA NATIO]\AL SHIPPING LINE LTD

REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2015

o

o

o

o

o

o

o

o

NOTES TO THE FINANCIAI STATEMENTS (Continued)

9. COSTS

Salaries and

Pension
Medical

contributions

Staff and welfare
NSSF

20t5
Kshs

t7

2015
Kshs

360,727
670,500

64,365
140,942

2,358,772
70,000

175,518

569,301
156,410
54,100

7 10,805
8'74,564

10,000
345,347

2,334.667
421,180

442,046
i,057,591
4,537,096

2014
Kshs

9,645,468
1,59',1 ,667
1,095,51 r

6s3,553
3 8,400

14,056,383 13,030,599

10,497,747
1,61 1,491

I,199,773
107,s72

39,800

5

r0
2

The average
Permanent et

Permanent ei

Temporary 4

number of employees at the eud of the year was
nployees - Management
nployees - Non -Managerial
nd contract employees

17

COSTS

5

11

I

IO. ADMINIS

Advertising
Audit fees -

Bad debts recovenes
Bank
Board
Donations
Electriciry

Insurance
Legal and
Misce
Motor rururrng
Penalties
Printing and
Rent
Repairs and
Security

20t4
Kshs

688,352
881,000

(51',7,707)

13 8,760
1,828,1 16

Subscnptioni and renewals
Telecommudication
Transport, trlvelling and accommodation

water

lnaintenance
I

I

267,167
460,563
305,894
t 10,980
s20,864
134,602
194,853
537,t02

2,075,282
106,387
45,000

1,070,330
837,814

2,406,587

15,353,931 12,691,946

o
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KENYA NATIONAL SHIPPING LINE LTD

REPORTS AND FINANCIAL STATEMENTS

o

FOR TIIE YEAR ENDED JUNE 30 ,2015

NOTES TO THE FINANCIAL STATEMENTS (Continued)

Ii. TAXATION
(a) Tax chal-ge

currentltaxation based on the taxable (loss)iprofit for the year ar30o/o
Deferreil taxation (credrt)/cha.rge

13.

2015
Kshs

2014
Kshs

a

o

o

o

o

a

o

o

2

(b) Reconci]liation of tax charge ro expected
tar basfd on accornting (loss)/profit

.4.ccouutling ( I css)/prrr fi t before raxatir.ln

Tax at t{re applicabie rate of -rt)o/r

(30,329.007) (22,532,597)

(9,098,702) (6,7se,77e)

DEFERITEP l',AXA',IrOli

At 30 June i015. thet. ivas a potential <iefened ta-r asset u'hicir has not been recognised in these financial statements
because of tlpe r.ncertainly regardirtg the cornpany's ability tc generate sufficient future taxable profits against which
the a(rcumulhted tax icsses can be utilised

i

fu\D EQLTPMENT

2015

Drsposals 
,

At June 2015

DEPRECII{TION

I

i At July I, 2C 14 4,382.30 r

Charge for yeat'

I NETBOOKVAIUE

1,2C14_iulyAI

COST

N{otor
vehicles,

Computers,
Containers,

furniture, fitrings &
equipment Total

Ksh Ksh

r6,082,t79

Ksh

4.397,30i 11,684,878

257,983 257,983

(1,321 ,336) (t,321 ,336)

10,615,5251,39',7.301 15,012,926

14,008,0059,625,704

5ii,527 511,527

Eliminated lon disposal
l

(67 s,778) (67 5,778)

2015At June 301, 4,382,301 9,467,453 13,843,754

I,154,072 1,169,072Ar June 30, 2015

25
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: I{ENYA NATIOINAL SHIPPING LINE LTD

REPORTS AND FINANC
FOR THE YEAR] ENDED

IAL STATEMENTS
JUNE 30,2015

a NOTES TO THE FtrT,IANCIAL STATEMENTS (Continued)

13 VEHICLES AND EQUIPMENT (Continued)

20r4

1 Ar July 1,2013

Additions

At June 30,2014

o

o

o

o

O

o

a

COST

Motor
vehicles.

Computers,
Containers,

furniture, fittings &
eouipment Total

Ksh Ksh Ksh

4,397,301 14.815,684 t9,212,985

'765,117 165,117

Disposals (3,89s,923) (3,895,923))

4,397,301 17,684,878 16,082,179

DEPRECIATION 4.382.301 11,280,623 15,662,924

Ar July 1,2013 939,858 939,8s8

Charge for the year (2,594,777) (2,594,777)

Eliminated on disposal 4,392,301 9,625,704 14,008,005

At June 30,2014

NET BOOKVAIUE

At June 30, 2014 15,000 2,059,774 2,074,174

a
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KENYA NATIONAL SHIPPING LINE LTD

REPORTS A]\D FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30 ,2015

NOTES TO TIIE FINANCIAL STATEMENTS (Conrinued)

14. INTANGIBLE ASSETS

COST
At I July
Addrtions

At 30 Juhe
I

AMOR
Atl
Charge the year

At30J

2015
Kshs

1,510,982
(5,425,841)

38,518,264
756,940

7,638,499
(10,902)

)) 1)'7 \4)

2014
Kshs

103,906
(1 ,249,014)

38,142,939
7 59,4t7

6,960,029
136,309

2r,168,367

485,020 485,020

485.020 485.020

485,020 485,020

485,020 485,020

a

o

o

a

a

o

o

NET BqOK VALUE
At 30 Ju{e

I

F'OREIGN
Unrealutd
UnrealizId

I

I

l

1

l

EXCIIAN GE TRANSACTIONS
forergn exchange garn
foreign exchange loss

o
At30J 2015, intangibie assets with a cost of Sh 485,020 had been fully amortised.

l5

r6.
and general stores

i

I17. (a) TRAIDE AND OTEER RECEIVABLES

I

Trade reQeivables (note l7 (b))
Deposrts pnd prepayments
VAT rec$verable
Staff recdrvables
Other recbivabies

Gross tra{le and other receivables
Provrsronl for bad and doubrful trade receivables

Net trade,and other receivables

(3,914,859) (1,145,108)

206,794 177,672

206,794 177,672

69,230,343
(s3,45s,083)

67,167,061
(52,524,385)

27
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KENYA NATIONAL SHIPPING LINE LTD

REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2015

a NOTES TO THE FINANCIAL STATEMENTS (Continued)

17 (b) TRADE RECEIVABLES

Trade receivables
Accrued Income
Provision for doubtful trade receivables

18. BANK.q]'iD CA.SH BALANCES

Cash at bank
Cash in haird

20t5
Kshs

38,347,565
170,699

(37,641,8r8)

'7,35'.7,216

40,000

876,446 1,281,840

2014
Kshs

3 8,060,6 I 5

82,324
(36,861,09e)

3,463,455
40,000

o

o

o

o

o

o

7 ,39',7,216 3,503,455

:

The bulk of the cash at bank was held at Kenya Commercial Bank, the company 's main bankers'

l19. OR-DINARY SHARE CAPTTAL

i

Authorise[:

200,000 olair,uty shares of Sh.1,000 each
1

l

Issued and fuIly paid:

93,523 o.dioary shares of Sh.1,000 each

200,000,000 200,000,000

93,523,000 93,523,000

On 30 N{arch 2002, the shareholders passed a special resolution to effect the following chauges i:r the

company'h authorised and issued capital:

,) to reduce the par value of the company's ordinary shares_from Sh. 1,000 to Sh.500 per share without' 
.educins the number of shares issued, thus reducrng the total paid up capital to Sh.46,761,500. The credit

;;;E'ffi tnr r"Jr"ii"" was to be applied towards reducing accumulated losses carried in the statement

of finhncial position.
I

i- to increase the reduced authorised share capital of Sh. i00,000,000 (made up of 200,000

ordinary shares of Sh.500 each) to Sh.300,000,000 (made up of 600,000 ordinary shares of Sh.500 each)'

. to issue an additional 147,363 ordrnary shares at a price of Sh'500 per 1!a19-of .which 38'670 shares would

U" uitott"d to rhe pr-"ipui*n*eholdei, Kenya Porti Authonty, whiie 108,693 shares would be allotted to a

new strareholder, i{eywood Shipping Company Limited'

The effect of these changes would be to i:rcrease the issued share capital from Sh.93,523,000 to Sh.i20,443,000'

-, S ince July 20 1 3 , the Government through KPA has irj ected capital of Kshs 60 million which is treated as

funds awaiting allotment.

A formal petition was lodged with the High Court of Kenya seeking a confrrmation of the reduction in the par

value of the company'. 
-rhur", i:r accordance with the requirements of the Kenyan Companies AcL A

preliminary application to the High Court (to dispense vritlr the requirement to serve notice to all the creditors

tf th. .o*puny) *u, made on ib Uay 2003. Hlwever, the High Court did not grant the orders sought. The

company is now seeicrng alternative ways of reorganising its share capital.

The funds received for the above purpose amounting to Sh. 133,681,500 (2014: Sh.103' 681'500)' continue to

be carried rn the statement of financial position as funds awaiting ailotment of shares until such time that an

alternative way of reorgarusing share capital is agreed upon between the existing shareholders and Heyr'vood

Shipping Company Limited,
28
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oKENYA NATIONAL SHIPPING LINE LTD

REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30 2015

NOTES TO THE ITINANCIAI STATEMENTS (Continued)

20. TRADE AiNO OUTBR PAYABLES
I

2015
Kshs

41,542,895
22,179,522

20t4
Kshs

39,242,528
20,000,5 17

o

o

o

o

a

o

o

Trade payalbles

Accruals.i,d oth.,
I

payables

2t

63,722,417 59,243,045

Included iir the trade payables balance are amounts totalhng Sh. 5,299,527 (2014 - Sh 4,707,866) due to
contamer lbasing companies, most of whom stopped sending irvorces for container lease charges and monthly
slatementslto the company several years back. The liabrlities carried in trade payables ia respect of amounts due
Io these s{pphers are based on balances outstanding when statements were last received from these suppliers
(also see iote 22 (ru)), Based on compronuse arrangements that are being negotiated wrth major container
leasrng cofrpanies, a number of lvhich have been successful, the directors believe that no further liabilities have
accrued sr{ce the determination of these balances.

I

II zors 2ot4
' Krh, Kshs

RELATE]b PARTY BALANCE AND TRANSACTIONS
I

I

Due to a ri:lated parff

l

Kenya Por'{s Authority (KPA) 26,057,385 26,057,385

The between Kenya National Shipping Line Ltd and Kenya Ports Authonty are as a result of tading
and are through common shareholdrng and directorship. Refer to note 19 on shareholding.

22. CONTIN LIABILITIES

(i) The c{mpany, m the normal course of business, holds contamers leased from vanous comFanies. Should
any cQntarner be lost or damaged, the company has the responsibrlity to compensate the owners. The
drrectdrs do not antrcipate any srgnificant liabilities to accrue from these arrangements, apart from those
habrhdres already provrded for in the financial statements (2014. Nil).

(ri) In 2 , Kenya Revenue Authonty (KRA) carried out a withholding tax audit of the company covering the
year and issued a demand of Sh 2,922,898 for unpard witbholding taxes, ltrterest and peualties. The

has raised an objection with regard to this, and the amount has not been provided for as, i:r the
of the directors, the company has good grounds for the objection lodged. An amount of Sh9'74,298
paid rn respect of tbrs demand has been reflected as a claim recoverable within trade and other

recel (2014: Sh 974,298)

(rir) A ciarin from Textarner Equrpment Limrted for US$17,571 (Sh. 1,733,193) in respect of unpaid rnvotces
includpd rn their statement when last received, has not been provided for in the financial statements because
the drlctors beheve that the clarm is not valid (2014: US$ 17,571 - Sh. 1,539,692)

(iv) A clairn from P. N. Communications Limited for US$ 17,660 (Sh 1,741,972) in respect of advertisement
services rendered has not been provided fbr, as, in opinion of the directors having regard to legal advice
receivdd, the claim is not valid iiOt+: us$ fi,eso- Sh 1,547,491).

(v) There are ongomg legal claims for specific damages which have been brought against the company by
formeri employees. Based upon legal opimons received, the directors do not anticipate that these claims will
result tn significant losses to the company.

a

c

op

o
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NOTES TO THE FII"IANCIAI STATEMENTS (Continued)

23. NOTES TO THE STATEMENT OF CASH FLOWS

Reconciliation of operating loss to cash used in operations

Losq for the yearlperiod

( 149,1 58)

511,527

(30,906,860)

(1,i61,708)

2014
Kshs

( I 84,3 80)

939,858

(23,23t,793)

( 1,106,350)
10r,467

(7,498,855)

193,222

2015
Kshs

(30,329,007) (22,s32,s97)

Adjrlstments:
Interest receivable recognized rn the ioss for the yearlpenod
Depleciation on motor vehicles and equipment
Amdrtisation of intangible assets

Los{/(gain) on disposal of equipment (940,222) (t,454,67 4)

Losg for the yearlperiod before working capital changes

Decfease ia trade and other receivables
Decfease in amounts due from directors
Incrfase/(Decrease) in trade and other payabies
Net hovement in related company balance

a

4,479,374

Net pash used in operations
I

(27,589,194) (3t,542,309)

FINANCIAL
I

INSTRI.IMENTS

The companj, .nurug"r its capital to ensure that it wilt be able to continue as a going concern while
maximising the retum'to shareholders tbrough the optimisation of the debt and equity balance. The
company's o{erail strategy remaias unchanged from 2014.

Signifi cant accounting policies

Details of thej significant accounting policies and methods adopted, rncluding the criteria for recognition, the
basis of measirrement and the basis on which income and expenses are recognised, in respect of each class of
tinancial asserr, financial liability and equity instrument are disclosed in note I to the frnancial statements.

Financial ris[ management objectives

The company's activities expose it to a variety of filancial risks including credit and liquidity risks, effects of
changes in f0reign currency and interest rates and changes in market prices of the company's services. The
company's oyerall risk management programme focuses on unpredictability of changes in the busiaess
environment pnd seeks to minimise the potential adverse effect of such nsks on its performance by setting
acceptable leVels of risk. The company does not hedge any nsks and has in place policiei to ensure that credit ii
extended to customers with an established credit history.

Foreign currency risk management
The company undertakes certain transactions denominated rn foreign currencies primarily in US Dollars. The
fluctuations in currency exchange rates result in changes rn the value of monetary assets and monetary
liabilities denominated in foreign currencies hence exposures to the nsk of incurring exchange losses. Foreign
exchange risk arises from future commercial transactions, recognised assets and liabilities.

Tire carrying amounts of the company's foreign currency denominated monetary assets and liabilities at the end
of the reporting penod are as follows:o
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iAssets I

I

Trade and other receivables
I

US Doliars I

IEuros I

Sterlins Pourlds
Swedish Kroila (SK)

I

I

I

!

t

Bank and co\h boton"et
US Dollars 

I

2015
Kshs

3,828,629
432,70s
357,443

10,283

2014
Kshs

3,397 ,339
697,688
499,224

11,320

Liabilities
Trade and o
US Dollars

I

i

I

I

tl,

4,629,060 4,605,571

434,028 3,405,333

er payables

(SK)

32,901,391
2,645,614

159,726
33,348

39.27',7.5t3 35.740.079

rate used when reporting foreign crurency risk internally to key management personnel

risk exposure arises mainly from interest rate movements on the Company's fixed deposits and
Company does not have any lxed deposits or bank borrowings. Itis therefore not subject to

o
Euros
Sterling
Swedish

10% is the

The interest
borrowings.
interest rate

36,858,6 t 9
2,345,026

43,575
30,293

and management's assessment of the reasonably possible chauge i:r foreign exchange rates. The
senslttvlfy includes only outstanding foreign cwrency denominated monetary items and adjusts their
transiation at penod end for a l0olo change in foreign crurency rates.

In 's opirrion, the sensitivity analysis is unrepresentative ofthe inherent foreign exchange risk as the
year end does uot reflect the exposure during the yearlperiod.

Interest r risk

Ju,"
hn"
rlri.

i o
Price risk

The Companii does not have financial inskuments subject to price risk hence this risk is not relevant.

l

Credit risk rlranagement

Cre.dit risk refers to the nsk that customers will default on their contractual obligatrons resulting in f,rnaucial loss a
to the company.

The company's credit risk is primarily atbibutable to its trade receivables. The arrounts presented in the
statement of financial position are net of allowances for doubtful receivables, estimated by the company's
management based on prior experience and their assessment of the clurent economic environment.

The credit risk on trade receivables is limited because the customers are known customers with high credit
ratings.
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NOTES TO THE FINANCIAI STATEMENTS (Conrinued)

FINANCIAL INSTRLIMENTS (Continued)

The credit risk on liquid funds with financial institutions is aiso low, because the counter parties are banks with
tugh credirratrngs.

The amount that best represents the company's maximum exposure to credit as at 30 June 2014 and 30 June
2015 is made up as follows:

2015

Fully
performing

Sh

7,357,2t6
(199,826)

7,157,390

Past due
Sh

Impaired

3't,641,818

37 ,641,878

Impaired
Sh

36,861,099
101,467

Sh

Cash and cash equivalents
Trade receiVables
Due from Dlrectors

2014

Casli and cagh equivalents
Trade receivlables

Due from Dlrectors
I

Fully
performing

Sh
3,463,455

205,569

Past due
Sh

3,669,023 36,962,566

Cash and ca$h equivalents are fully performing.

The custom{rs under the fully performing category are paying theu debts as they continue trading .The default
rate is low. 

l

The debts thft are due are not impaired and continue to be paid.

The debts thdt are impared have been fully provided for.
,

Liquidiry riCk management

Ultimate responsibility for iiquidity risk management rests with the board of dtectors, which has built an
appropnate Iiquidity risk management framework for the management of the co-pany's short and medium-term
lrnding and liiquidity managemenl requirements. The company maoages iiquidity rist Uy 6aiaf6ining banking
facilities thr(ugh continuous monitoring of forecast and actual cash flows and matching the maruriry plofiles o1
financial assdts and liabilities.

o
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25. OPERATING LEASE RENTAL COMMITMENTS

Paymelrt made under operatmg leases dunng the year

26.

)1

2,334,667

2014
Sh

2,075,282

20t5
Sh

o

o

o

o

o

o

o

o

i

CURRENbY
I

These finaJcial

I

I

I

INCORPqIRATION
I

Jhe- 
cgmg{ny rs incorporated rn Kenya under the companies Act. The ultimate holding company rs KenyaPorts Authpriry, which rs also incorpoiated in Kenya.

I

I

I

I

I

I

statements are presented in Kenya Shillings (Sh)
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