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KENYA ELECTRICITY GENERATING COMPANY LIMITED
SHAREHOLDING

LIST OF TEN LARGEST SHAREHOLDERS AS AT 30 JI.INE 2014

I

2

J

4

5

6
1

8

9

l0

National Treasury

National Social Security Fund, Board of Trustees

CO-OP Custody A/C 4018

Standard Chartered Nominees Limited A/C 9230
Standard Chartered Nominees Limited A/C 9098AC
CfC Stanbic Nominees Ltd A/C R10602

CfC Stanbic Nominees Ltd A/C R57601

Standard Chartered Nominees Limited NC 9187

NIC Custodial Services AIC 077

CfC Stanbic Nominees Ltd NC NR 1030682

19 5,062 other shareholders

Total

DISTRIBUTION OF SHAREHOLDERS

Range

1-500
501 - 1,000

1,001 - 5,000

5,001 - 10,000

10,001 - 50,000

50,001 - 100,000

100,001 - 500,000

500,001 - 1,000,000

Above 1,000,000

Total

1,538,853,019

17,341,231

13,140,000

9,924,000

8,224,631

6,185,131

5,950,963

4,971,302

4,777,138

4,725,700

70.00

0.79

0.60

0.40

0.37

0.28

0.27

0.23

0.22

0.21

No. of Shares

1,612,993,115

585,368,341

22,630,650

32,209,542

94,720,249

ltt;923,867
64,902,773

24,079,392

68,328,741

39,319,935

1,741,246,407

%

73.37

26i.63

2,198,361,456 100.00

No. of
Shareholders

89,841

40,429

44,466

17,059

3,299

347

303

53

75

Shares Shareholding
%

1.03

1.47

4.31

5.09

2.95

l.l0
3.1I
1.74

79.21

195,872 2,199,361,456 100.00
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KENYA ELECTRICITY GENERATING COMPANY LIMITED

REPORT OF THE DIRECTORS

The directors have pleasure in presenting their report together with the audited financial statements of the Kenya

Electricity Generating Company Limited (the "company") for the year ended 30 June 2014, which shows the

state of affairs of the comPanY.

PRINCIPAL ACTIVITIES

The principal activity of the company is to generate and sell electricity to the authorised distributor, Kenya Power and

Lighting Company Limited (Kenya Power).

RESULTS

2014
Shs'000

Proflt before tax

Taxation charge

Profit for the year transferred to retained eamings

BY ORDER OF THE BOARD

Secretary

Nairobi

23 October 2014

4,157,948

(1,33 1,625)

2,826,323

DIVIDENDS

Subjectto the approval ofthe shareholders, the directors recommend the payment ofa first and final dividend of

Shs 0.g79 billion (2013: Shs 1.319 billion) for the year representing Shs 0.40 (2013: Shs 0.60) per issued ordinary

share.

DIRECTORS

The present members of the board of directors are shown on Page 2. Hon. Titus Mbathi, Mr' Musa Ndeto and

Mrs. Mary Micheka retired on 20 December 2013. on the same day, Mr. Joshua choge, Ms' Milicent omanga and

Mrs. Ziporah Ndegwa were elected to replace them as directors. Mr. Simon Ngure was appointed acting Managing

Director & cEo from July 2013 to January 2014. Mr Albert Mugo was appointed as the Managing Director and cEo

with effect from 15 JanuarY 2014.

AUDITORS

The Auditor General is responsible for the statutory audit of the company's financial statements in accordance with

section 14 of the public Audit Act, 2003. Section il1tl ottt 
" 

Act empowers the Auditor General to appoint other

auditors to carry out the audit on his behalf. According-ly, Deloitte & iouche were appointed to carry out the audit for

the year ended 30 June 2014'

w*
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KENYA ELECTRICiTY GENERATING COMPANY LIMITED

STATEMENT OF DIRECTORS' RESPONSIBILiTIES

The Kenyan Companies Act requires the directors to prepare financial statements for each financial year which give a
true and fair view of the state of affairs of the company as at the end of the financial year and of its operating results
for that year. lt also requires the directors to ensure that the company keeps proper accounting records which disclose
with reasonable accuracy at any time the financial position of the company. They are also responsible for
safeguarding the assets ofthe company.

The directors are responsible for the preparation of financial statements that give a true and fair view in accordance
with International Financial Reporting Standards and the requirements of the Kenyan Companies Act, and for such
internal controls as directors determine are necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

The directors accept responsibility for the annual financial statements, which have been prepared using appropriate
accounting policies supported by reasonable and prudent judgements and estimates, in conformity with International
Financial Reporting Standards and in the manner required by the Kenyan Companies Act. The directors are of the
opinion that the financial statements give a true and fair view of the state of the fulancial affairs of the company and of
its operating results. The directors further accept responsibility for the maintenance of accounting records which may
be relied upon in the preparation of financial statements, as well as adequate systems of internal financial control.

Nothing has come to the attention of the directors to indicate that the company will not remain a going concem for at
least the next twelve months from the date of this statement.

DAector

23 October 2014

Director Director

6



REPUBLIC OF KENYA

'felephorre: +25{-20-l42ii0
Fax. +25-l-20--1 I l-182

E-Mail. oag,Ooagkenva go. ke

Wcbsite rvwrv.kenao.go.ke

P.O. Box 30084-00100

NAIROBI

KtrNYA NATIONAL AUDIT OFFICE
REPORT OF THE AUDITOR.GENERAL ON KENYA ELECTRICITY
GENERATING COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE 2014

REPORT ON THE FINANCIAL STATEIVENTS

The accompanying financial statements of Kenya Electricity Generating
Company Limited set out at pages 9 to 64, which comprise the statement of
financial position as at 30 June 2014, the statement of profit or loss and other

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, have been audited on my behalf by Deloitte

and Touche, auditors appointed under Section 39 of the Public Audit Act, 2003.

The auditors have duly reported to me the results of their audit and on the basis

of their report, I am satisfied that all the information and explanations which, to
the best of my knowledge and belief, were necessary for the purpose of the audit

were obtained.

Directors' Responsibility for the Financial Statements

The Directors are responsible for the preparation and fair presentation of these

financial statements in accordance with lnternational Financial Reporting

Standards and for such internal control as Directors determine is necessary to
enable the preparation of financial statements that are free from material

misstatement, whether due to fraud or error.

The Directors are also responsible for the submission of the financial statements
to the Auditor-General in accordance with the provisions of Section 13 of the

Public Audit Act, 2003.

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 15 of the Public

Audit Act, 2003. The audit was conducted in accordance with lnternational
Standards on Auditing. Those 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.

Pr0rttoltttg 1c.c'oultub!ltn ttt tlt l'tthlr,. \t'.t,tr
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KENYA ELECTRICITY GENERATING COMPANY LIMITED

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE iNCOME
FOR THE YEAR ENDED 30 JLTNE 2014

Note 2014

Shs'000

Revenue
Interest income
Other income

Other gains(losses)
Expenses
Finance costs

PROFIT BEFORE TAXATION

Taxation (charge)/credit

PROFIT FOR TI{E YEAR

OTHER COMPRE}IENSiVE INCOME

Items that will not be reclassified subsequently to profit or loss

Remeasurement of defined benefit obligation
Deferred tax relating to remeasurement of defined benefit
obligation

Items that may be reclassified subsequently to profit or loss:

Net losses on revaluation of available-for-sale teasury bonds
Cumulative loss reclassified to equity on disposal of available-
for-sale treasury bonds

TOTAL COMPREI{ENSIVE INCOME FOR THE YEAR

4
5

6(a)

7

8

l0

2013
(Restated)

Shs'000

78,490,821 11,722,192

17,423,777
416,154
650,996

16,451,195
676,109
594,889

ll

tz(a)

28

1 8(b)

1 8(c)

67,llg
(11,812,473)
(2,587,519)

4,157,949

(1,331,625)

l,694,ggg

(508,500)

1,186,499

(164,7'14)

222,126

(53, I 07)
(10,641,359)
(3,000,902)

4,026,924

1,197,790

2,826,323 5,224,704

(49,697)

l4,g0g

(34,788)

(21,903)

39,969

57,352 18,066

4,070,774 5,207,992

Shs

1.29

Shs

2.38

9

Earnings per share - basic and diluted l3
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KENYA ELECTRICITY GENERATING COMPANY LIMITED

STATEMENT OF FINANCIAL POSiTION
AS AT 30 JLINE 2014 

2ot4

ASSETS
Non-current assets

Property, plant and equipment
Prepaid leases on land
lntangible assets

Anrount due from Kenya Power-deferred debt

Treasury bonds
Recoverable foreign exchange adjustment
Retirement benefi t asset

Total non-current assets

Current assets

Inventories
Amount due from KenYa Power
Other receivables
Amount due from Ministry of Energy & Petroleum

Treasury bonds
Recoverable foreiBn exchange adjustment

Amount due from Kenya Power-deferred debt

Corporate tax recoverable
Cash and bank balances

Total current assets

TOTAL ASSETS

EQUITY AND LIABILITIES
Capital and reserves
Share capital
Share premium
Capital reserve

Investments revaluation reserve

Property, plant and equipment revaluation reserye

Retained eamings

Total Equity

Non current liabilities
Borrowings
Operating lease liabilitY
Retirement benefi ts liability
Deferred tax liability
Trade and other payables

Total non-cunent liabilities

Current liabilities
Bonowings due within one Year

Trade and other payables

Amount due to Kenya Power

Operating lease liabilitY

Leave pay provision
Corporate tax paYable

Dividends payable

Note

14

l5
l6

r 7(b)
I 8(a)

l9
28

20
1 7(a)

2t
)',

18 (a)
t9

r 7(b)
12(c)
23(a)

209,235,821
t,048,372
1.066,049
r,084,900
2,43t,799
6,300,s29
|,407 ,411

Shs'000

222,5'14,881

2013
(Restated)

Shs'000

t 53,201,471
439,9s7

I,079,686
1,148,965
2,436,683
5,218,710

161,545,4'72

836,259
6,186'749
s,903,928
5,3 r5,8 l6
2,s50,345

338,286

3,996,427

25,t27,8r0

188,673,282

s,495,904
5,039,8 I 8

8,s79,722
(192,424)

17,306'170
)7,728,726

73,958,516

73,934,313
3,000

290,876
14,222,916
8,591,032

9'1,042,137

7,000,387

6,859,707

83,332

2,000

252,429
2'18,4s3

3,196,321

I July 2012
(Restated)

Slr'000

t20,664,699
35,426

896,33s
1,40 I,133
8,0s0,919
9.808,29s

I 40.856,807

| ,9s5,564
7,221,777
6,0'17,151
5,3 18,021

643,203
405,477

23t,154
435,719

22,288,066

163,144,873

s,495,904
5,039,818
8,s79,722
(210,490)

17,954,954
33,209,643

70,069,55 r

6l,850,220
s,000

2s0,647
I 5,968,498

78,074,365

'1,26s,s04

4,370,1t2

6,405

2,000

r60,415

3,196,321

24
2s(a)
2s(b)
2s(c)
25(d)

9,429,358

27,630,643

250,205,524

5,495,904
5,039,818
8,579,'122
(r3s,072)

t6,6s8,062
41,07t,239

76,709,673

122,324,11r
1,000

15,604,657
10,369,8s4

r48,299,622

788,333
7,8s 1,600
3,231,077
5,3 r 5,816

594,769
357,39s
62,295

13,790,779

6,300,740

82,884

2,000

231,334
668,859

4,1 19,633

26(a)
27,]o)

28
29
30

26(a)

30

I 7(c)

27(b)

31

12(c)

32(a)

Total cunent liabilities 25,196,229 17,672,629 15,000,957

rorAl EQUITY AND LIABILITIES :!2","1 :y.6"2" y'^'":
The financial statements on pages 9 to 64 were approved and authorised for issue by the board ofdirectors on 23 october 2014 and

were signed on its

Director Director

l0

Director



i--.'--tw

--al

KENYA ELECTRICITY GENERATING COMPANY LIMITED

NOTES TO TFIE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JLTNE 2OI4

I. GENERALINFORMATION

The company is incorporated and domiciled in Kenya under the Kenyan Companies Act. The company was
incorporated in 1954 as Kenya Power Company Limited (KPC) and was under management of Kenya power &
liehting Company (KPLC). ln 1997, the management was separated from Kenya Power & Lighting Company
Limited and the company was renamed to Kenya Electricity Generating Company Limited (fenCen) following
the implementation of the reforms in the energy sector. Its core business is to develop, lnanage and operate poier
generation plants to supply electric power to the Kenyan market. The shares of the company are listed on thl
Nairobi Securities Exchange.

2. ACCOUNTING POLICIES

Statement of compliance

The financial statements have been prepared in accordance with Intemational Financial Reporting Standards
(rFRS).

For the Kenyan Companies Act reporfing purposes, in these financial statements, the balance sheet is
represented bylequivalent to the statement offinancial position and the profit and loss account is presented in
the statement of profit or loss and other comprehensive income.

Application of new and revised International Financial Reporting Standards (mRSs)

(, Relevant new standards and amendntents to published standards effectivefor theyear ended 30 June 2014

The following new and revised IFRSs were effective in the current year and had no material impact on the
amounts reported in these financial statements.

Amendments to IFRS 7
Disclosures - Offsetting
Financial Assets and
Financial Liabilities

New and revised
standards on
consolidation and joint
arrangements, associates
and disclosures

The amendments to IFRS 7 require entities to disclose information about
rights of offset and related arrangements (such as collateral posting
requirements) for frrancial instruments under an enforceable master netring
agreement or similar arrangement.

The application of the amendment had no effect on the company,s financial
statements as the company did not have any offsetting arrangements in place.

In May 2071, a package of five standards in consolidation and joint
arrangements, associates and disclosures was issued comprising IFRS 10
Consolidated Financial Statements, IFRS 11 Joint Arrangements, IFRS 12
Disclosure of Iaterests in other Entities, IASs 27 (as revised in 2011) Separate
Financial Statements and IAS 28 (as revised in 20l l) Investrnents in
Associates and Joint ventures. Subsequent to the issue ofthese standards,
amendment to IFRS 10, IFRS l l and IFRS 12 were issued to clariff certain
guidance on first application ofthe standards.

The application ofthe new standard has not had any impact on the disclosures
or the amounts recognised in these furancial statements as the company does
not have any joint arrangements.

l3
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KENYA ELECTzuCITY GENERATING COMPANY LIMITED

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JTINE 2014

CASH FLOWS FROM OPERATING ACTIVITIES Note

Cash generated from operations
Income tax paid
Interest received
Interest paid

Net cash generated by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase ofproper{y, plant and equipment
Purchase ofprepaid leasehold land
Purchase of intangible assets
Proceeds from disposal ofassets
Proceeds on sale/redemption oftreasury bonds

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Repayment of bonowings
Proceeds from borrowings
Dividends paid to owners of the company

Net cash generated from financing activities

NET INCREASE IN CASHAND CASHEQUIVALENTS

Cash and cash equivalents at the beginning ofthe year

Cash and cash equivalents at the end ofthe year

(59,959,223) (34,494,943)

33(a)
t2(c)
33G)
33(c)

t4
15

t6

12,107,079 22,962,649

2014

Shs'000

13,908,029
(67,979)
436,066

Q,169,0g7)

(61,084,354)
(614,666)
(53,646)

2,641
1,790,902

(8,951,356)
57,830,917

(395,705)

631,552

3,996,427

2013

Shs'000

25,147,945
(53,104)
824,977

(2,956,969)

Q7,396,364)
(406,287)

Q29,740)
7,473

3,530,075

(6,379,012)
22,',l90,931
(1,319,017)

3,560,709

435,719

1 8(c)

26(d)
26(d)

32

48,483,756 15,092,902

23O) 4,627,979 3,996,427
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I\# KENYA ELECTzuCITY GENERATING COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

2 ACCOUNTING POLICIES (Continued)

(b) Application of new and revised International Financial Reporting Standards (IFRSS) (continued)

(i) Relevant nevt standards and amendments to published standards ffictive for the year ended 30 June
2014 (Continued)

IFRS 13 Fair Value
Measurement

Amendments to LAS 1

Presentation of Financial
Statements
(as part ofthe Annual
Improvements to IFRSs
2009 -2011 Cycle issued
in May2012)

The scope of IFRS 13 is broad; the fair value measurement requirements of
IFRS 13 apply to both financial instrument items and non-furancial instrument
items for which other IFRSs require or permit fair value measurements and
disclosures about fair value measurements, except for share-based pa)ment
transactions that are within the scope of IFRS 2 Share-based Payment, leasing
transactions that are within the scope of IAS 17 Leases, and measurements that
have some similarities to fair value but are not fair value (e.g. net realisable
value for the purposes of measuring inventories or value in use for impairment
assessment purposes).

IFRS 13 defures fair value as the price that would be received to sell an asset

or paid to transfer a liability in an orderly transaction in the principal (or most
advantageous) market at the measurement date under current market
conditions. Fair value under IFRS 13 is an exit price regardless of whether that
price is directly observable or estimated using another valuation technique.
AIso, IFRS 13 includes extensive disclosure requirements.

IFRS 13 requires prospective application from I January 2013. In addition,
specific hansitional provisions were given to entities such that they need not
apply the disclosure requirements set out in the Standard in comparative
information provided for periods before the initial application of the Standard.
In accordance with these transitional provisions, the company has not made
any new disclosures required by IFRS l3 for the 2012 comparative period.

Other than the additional disclosures, the application ofIFRS 13 has not had
any material impact on the amounts recogrised in the financial statements.

The Annual Irnprovements to IFRSs 2009 -2011have made anumber of
amendments to IFRSs. The amendments that are relevant to the company are
the amendments to IAS 1 regarding when a statement of financial position as

at the beginning of the preceding period (third statement of financial position)
and the related notes are required to be presented. The amendments specifu
that a third statement of f,urancial position is required when a) an entity applies
an accounting policy retrospectively, or makes a rekospective restatement or
reclassification of items in its furancial statements, and b) the retrospective
application, restatement or reclassification has a material effect on the

information in the third statement of frnancial position. The amendments
specif, that related notes are not required to accompany the third statement of
financial position.
In the current year, the company has restated the retirement benefit liability as

it adopted the revised IAS 19 standard, which has resulted in material effects
on the information in the statement of financial position as at I July 2012. In
accordance with the amendments to IAS 1, the company has presented a third
statement of financial position as at I July 2012 without the related notes
except for the disclosure requirements relating to the impact on the application
ofthe new standard.

14



?4-:-1

- r::::

KENYA ELECTRICITY GENERATING COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

2 ACCOLINTING POLICIES (Continued)

(b) Application of new and revised International Financial Reporting Standards (IFRSs) (continued)

(i) Relevant new standards and antendments to published standards ffictive for the year ended 30 June
2014 (Continued)

The above amendments are generally effective for annual periods beginning
on or after 1 January 2013. Specific transitional provisions are applicable to
first-time application of IAS l9 (as revised in 2011). The company has applied
the relevant transitional provisions and restated the comparative amounts on a

retrospective basis. The impact of the changes on the total comprehensive
income for the year, assets, liabilities and equity under note 40:

(ii) Relevant new and amended standards and interpretations in issue but not yet effective in the year
ended 30 June 201 4

New and Amendments to standards Effective for annual periods
beginning on or after

IAS 19 Employee
Benefits (as revised in
20r l)

IFRS 9
Amendments to IFRS 9 and IFRS 7

Amendments ro IFRS 10, IFRS 12 and IAS 27
Amendments to IAS 32
Amendments to IAS 36
Amendments to IAS 39

IAS l9 (as revised in 201 1) changes the accounting for defined benefit plans
and termination benefits. The most significant change relates to the accounting
for changes in defined benefit obligations and plan assets. The amendments
require the recognition ofchanges in defined benefit obligations and in the fair
value of plan assets when they occur, and hence eliminate the 'corridor
approach' permitted under the previous version of IAS 19 and accelerate the
recognition ofpast service costs. All actuarial gains and losses are recognised
immediately through other comprehensive income in order for the net pension
asset or liability recognised in the consolidated statement of financial position
to reflect the full value of the plan deficit or surplus. Furthermore, the interest
cost and expected retum on plan assets used in the previous version ofIAS 19
are replaced with a'net interest' amount under IAS 19 (as revised in 2011),
which is calculated by applying the discount rate to the net defrned benefit
liability or asset.

I January20l8
I January20l5
I January2014
I January2014
1 January2014
I January2014

15
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KENYA ELECTzuCITY GENERATING COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

2 ACCOUNTING POLICIES (Continued)

(b) Application of new and revised International Financial Reporting Standards (IFRS$ (continued)

(iii) Relevant new and revtsed IFRSs in issue but not yet effective for the year ended 30 June 2014

IFRS 9 Financial Instruments

IFRS 9, issued in November 2009, introduced new requirements for the classification and

measurement of financial assets. IFRS 9 was amended in October 2010 to include requirements for
the classification and measurement of f,tnancial liabilities and for derecognition.

Key requirements of IFRS 9:

. All recognised financial assets that are within the scope of IAS 39 Financial Ilstruments:
Recognition and Measurement are required to be subsequently measured at amortised cost or
fat value. Specifically, debt investments that are held within a business model whose objective
is to collect the contractual cash flows, and that have contractual cash flows that are solely
payments ofprincipal and interest on the principal outstanding are generally measured at

amortised cost at the end of subsequent accounting periods. All other debt investments and

equity investnents are measured at their fair value at the end of subsequent accounting periods.
In addition, under IFRS 9, entities may make an irrevocable election to present subsequent

changes in the fair value of an equity investment (that is not held for hading) in other
comprehensive income, with only dividend income generally recognised in profit or loss.

. With regard to the measurement of financial liabilities designated as at fair value through profit
or loss, IFRS 9 requires that the amount of change in the fair value of the financial liability that
is atkibutable to changes in the credit risk of that liability is presented in other comprehensive
income, unless the recognition of the effects of changes in the liability's credit risk in other
comprehensive income would create or enlarge an accounting mismatch in profit or loss.

Changes in fair value attributable to a financial liability's credit risk are not subsequently

reclassified to profit or loss. Under IAS 39, the entire amount of the change in the fair value of
the financial liability designated as fair value through profit or loss is presented in profit or loss.

The directors of the company anticipate that the application of IFRS 9 in the future may not
have a significant impact on amounts reported in respect of the company's financial assets and
financial liabilities. However, it is not practicable to provide a reasonable estimate of the effect
of IFRS 9 until a detailed review has been completed.

IFRS 15, Revenue from Contracts with Customers

IFRS 15 provides a single, principles based five-step model to be applied to all conhacts with
customers.

The five steps in the model are as follows:

Identify the contract with the customer

Identify the performance obligations in the contract

Determine the transaction price
Allocate the transaction price to the performance obligations in the contracts

Recognise revenue when (or as) the entity satisfies a performance obligation.

Guidance is provided on topics such as the point in which revenue is recognised, accounting for
variable consideration, costs of fulfilling and obtaining a contract and various related matters. New
disclosures about revenue are also introduced.

The directors of the company do not anticipate that the application of the standard will have a

significant impact on the company's financial statements.
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KENYA ELECTzuCITY GENERATING COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

2 ACCOLINTING POLICIES (Continued)

(b) Application of new and revised International Financial Reporting Standards (IFRSs) (Continued)

(iii) Relevant new and revised IFRSs in issue but not yet ffictive for the year ended 30 June 20 t 4
(Continued)

Amendments to IFRS 7 and IAS 32 Offsetting Financial Assets and Financial Liabilities and
the related disclosures

The amendments to IAS 32 clarify existing application issues relating to the offset of financial assets
and financial liabilities requirements. Specifically, the amendments clari$ the meaning of 'cunently
has a legally enforceable right of set-off and 'simultaneous realisation and settlement'.

The amendments to IFRS 7 require entities to disclose information about rights of offset and related
arrangements (such as collateral posting requirements) for financial instruments under an enforceable
master netting agreement or similar arrangement.

The amendments to IFRS 7 are effective for armual periods beginning on or after 1 January 2013 and
interim periods within those annual periods. The disclosures should be provided retrospectively for
all comparative periods. However, the amendments to IAS 32 are not effective until annual periods
beginning on or after I January 2014, with reftospective application required.

The directors anticipate that the application of these amendments to IAS 32 and IFRS 7 may result in
more disclosures being made with regard to offsetting f,rnancial assets and financial liabilities in the
future.

Recoverable Amount Disclosures for Non-Financial Assets (Amendments to IAS 36)

Amends IAS 36 lmpairment of Assets to reduce the circumstances in which the recoverable amount
ofassets or cash-generating units is required to be disclosed, clarify the disclosures requked and to
introduce an explicit requirement to disclose the discourt rate used in determining impairment (or
reversals) where recoverable amount (based on fair value less costs of disposal) is determined using
a present value technique.

The directors of the company do not anticipate that the application of these amendments to IAS 36
will have a significant impact on the company's financial statements as the company does not have
any significant financial assets and financial liabilities that qualify for the offset.

Arutual Improvemenls 20 I 0-20 I 2 Cycle

The annual improvements2010-2012 cycle makes amendments to the following standards:

. IFRS 2 
- Amends the defuritions of 'vesting condition' and'market condition' and adds

definitions for'performance condition' and'service condition'.
. IFRS 3 - Require contingent consideration that is classified as an asset or a liability to be

measured at fair value at each reporting date.
. IFRS 8 

- Requires disclosure of the judgements made by management in applying the
aggregation criteria to operating segments, clarifu reconciliations of segment assets only
required if segment assets are reported regularly.

. IFRS 13 - Clarify that issuing IFRS 13 and amending IFRS 9 and IAS 39 did not remove
the ability to measure certain short-term receivables and payables on an undiscounted basis
(amends basis for conclusions only).

. IAS 16 and IAS 38 - Clari$ that the gross amount of property, plant and equipment is
adjusted in a manner consistent with a revaluation of the carrying amount.

. IAS 24 - Clarify how payments to entities providing management services are to be
disclosed.

11
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KENYA ELECTRICITY GENERATING COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

ACCOLTNTING POLI CIES (Continued)

(b) Application of new and revised International Financial Reporting Standards (IFRSs) (Continued)

(iii) Relevant new and revised IFRSs in issue but not yet ffictive for the year ended 30 June

2014(Continued)

Annual Intprovemet ts 2011-2013 Cycle

Makes amendments to the following standards

. IFRS 1 - Clarifo which versions of IFRSs can be used on initial adoption (amends basis for
conclusions only).

. IFRS 3 - 
Clariff that IFRS 3 excludes from its scope the accounting for the formation of a joint

arrangement in the fmancial statements of the joint arrangement itself.
. IFRS 13 

-Clarifuthe 
scope ofthe portfolio exception inparagraph 52.

. LAS 40 - Clarifuing the interrelationship of IFRS 3 and IAS 40 when classi0ing property as

investment property or owner-occupied properry.

These iFRS improvements are effective for accounting periods beginning on or after I January 2014.

The directors of the company do not anticipate that the application of these improvements to IFRSs

will have a significant impact on the company's financial statements.

(iii) Early adoption of standards

The company did not early-adopt any new or amended standards :n,2014

Basis of preparation

The financial statements are prepared under the historical cost convention as modified to include the revaluation
of certain items of plant and machinery.

Historical cost is generally based on the fair value ofthe consideration given in exchange for goods and services.

Fair value is the price that would be received to sell an asset or paid to transfer liability in an orderly transaction

between market participants at the measurement date, regardless of whether that price is directly observable or

estimated using another valuation technique. In estimating the fair value of an asset or liability, the company

takes into account the characteristics of the asset or liability if market participants would take those

characteristics into account when pricing the asset or liability at the measurement date.

In addition, for financial reporting purposes, fair value measurements are categorised into lrvel 1, 2 or 3 based

on the degree to which the inputs to the fair value measurements are observable and the significance of the inputs

to the fair value measurements in its entirefy, which are described as follows

Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities that an entity can access at a

measurement date

Level 2: other techniques for which all inputs which have a significant effect on the recorded fair value are

observable, either directly or indirectly.

Level 3: techniques wtrich use inputs which have a significant effect on the recorded fair value that are not based on

observable market data

The principal accounting policies are set out below
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KENYA ELECTRICITY GENERATING COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

2. ACCOUNTINGPOLICIES(Continued)

Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the company and the
revenue can be reliably measured. Revenue is measured at the fair value ofthe consideration received or
receivable excluding discounts, rebates and sales taxes or duty. The following specific recognition criteria must
be met before revenue is recognised:

(i) Electriciry sales

Electricity sales are recognised on the basis of available capacity and energy sold to the authorised
distributor's transmission systems. The Power Purchase Agreements @PAs) between the Kenya Power and
the company stipulate that electricity sales will be agreed upfront on capacity and energy the company is
going to produce and transmit during the year. Capacity charge is meant to accelerate the company's return
on investments so it can focus on future expansion programs in building capacity to meet demind. Energy
charge compensates for the electricity produced and sold to the distributor.

Revenue also includes realised foreign exchange adjustments as stipulated in the PPAs.

(ii) Interest

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

(iii) Rental income

Rental income is accounted for on a straight-line basis over the lease term.

Taxation

Income tax expens€ represents the sum ofthe tax currently payable and defened tax.

(i) Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit as
reported in the profit or loss because of items of income or expense that are taxable or deductible in other
years and items that ere never taxable or deductible. The company's liability for current tax is calculated
using tax rates that have been enacted or substantively enacted at the reporting date

(ii) Deferred tax

Deferred tax is recognised on temporary differences between the carrying amounts of assets and liabilities
in the furancial statements and the corresponding tax bases used in the computation of taxable profit.
Deferred tax liabilities are generally recognised for all taxable temporary differences. Deferred tax assets
are generally recognised for all deductible temporary differences to the extent that it is probable that
taxable profits will be available against which those deductible temporary differences can be utilised. Such
deferred tax assets and liabilities are not recognised ifthe temporary diflerence arises from goodwill or
from the initial recognition (other than in a business combination) of other assets and liabilities in a
hansaction that affects neither the taxable profit nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at the reporting date and reduced to the extent that
it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be
recovered.
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KENYA ELECTzuCITY GENERATING COMPANY LIMITED

NOTES TO THE FiNANCIAL STATEMENTS (Continued)

2. ACCOUNTINGPOLICIES(Continued)

Taxation (Continued)

iD Deferred tax (Continued)

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period in

which the liability is settled or the asset realised, based on tax rates (and tax laws) that have been enacted

or substantively enacted at the reporting date. The measurement of deferred tax liabilities and assets

reflects the tax consequences that would follow from the manner in which the company expects, at the

reporting date, to recover or settle the carrying amount of its assets and liabilities.

Deferred tax is recognised in profit or loss, except when they relate to items that are recognised in other

comprehensive income or directly in equity, in which case, the defened tax is also recognised in other

comprehensive income or directly in equrty respectively. Where current tax or defened tax arises from the

initial accounting for a business combination, the tax effect is included in the accounting for business

combination.

Employees' benefits

i) Retirement benefits obligations

The company operates a defured benefits scheme and a defined contributions scheme.

Payments to defured contibution retirement benefit plans are recognised as an expense when employees

have rendered service entitling them to the contributions.

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

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

Remeasurement, comprising actuarial gains and losses, the effect of the changes to the asset ceiling (if
applicable) and the return on plan assets (excluding interest), is reflected immediately in the statement of
financial position with a charge or credit recognised in other comprehensive income in the period in which

they occur. Remeasurement recognised in other comprehensive income is reflected immediately in
retained earnings and will not be reclassified to profit or loss. Past service cost is recognised in profit or

loss in the period of a plan amendment. Net interest is calculated by applylng the discount rate at the

beginning ofthe period to the net defined benefit liability or asset. Defined benefit costs are categorised as

service costs (including current service cost, past service cost, as well as gains and losses on curtailments

and settlements), net interest expense or income and remeasurment.

The company presents the frst two components of defined benefit costs in profit or loss in the line item of
pension iost-defined benefit scheme (included in staff costs). Curtailment gains and losses are accounted

for as past service costs.

The retirement benefit obligation recogrised in the statement of financial position represents the actual

deficit or surplus in the company's defined benefit plans. Any surplus resulting from this calculation is

limited to the present value of any economic benefits available in the form of refirnds from the plans or

reductions in future contributions to the plans'

A liability for a termination benefit is recogrrised at the earlier of when the entity can no longer withdraw

the offer of the termination benefit and when the entity recognises any related restruchuing costs.

D Other entitlements

The monetary benefits for employees' accrued annual leave entitlement at the reporting date are

recognised as a provision.
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KENYA ELECTRICiTY GENERATING COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

2. ACCOUNTINGPOLICIES(Continued)

Property, plant and equipment

Property, plant and equipment are stated at cost or valuation, excluding the costs ofday to day servicing, less
accumulated depreciation and accumulated impairment in value. Plant and machinery class of property, plant and
equipment are stated at valuation whereas the other classes ofproperfy, plant and equipment are stated at cost.

The initial cost ofan asset comprises its purchase price or construction cost, any costs directly attributable to
bringing the asset into operation, the initial estimate of the decommissioning obligation and for qualiffing assets,
bonowing costs. The purchase price or construction cost is the aggregate amount paid and the fair value of any
other consideration given to acquire the asset.

Properties, plant and equipment in the course of construction for production, supply or administrative purposes
are carried at cost, Iess any recogtised impairment loss. Cost includes professional fees and, for qualifliing assets,
borrowing costs capitalised on qualifuing assets. Such items of properfy, plant and equipment are classified to the
appropriate categories ofproperty, plant and equipment when completed and ready for intended use.
Depreciation of these assets, on the same basis as other property assets, commences when the assets are ready for
their intended use-

Revaluations are performed with sufficient regularity such that the carrying amounts do not differ materially
from those that would be determined using fair values at the reporting date. Any increases arising on the
revaluation of such plant and machinery is recognised in other comprehensive income and accumulated in
equity, except to the extent that it reverses a revaluation decrease for the same asset previously recognised in
profit or loss, in which case the increase is credited to profit or loss to the extent ofthe decrease previously
expensed

A decrease in the carrying amount arising on the revaluation of such an asset is recognised in profit or loss
to the extent that it exceeds the balance, ifany, held in the properties revaluation reserve relating to a
previous revaluation of that asset.

All productive wells are capitalized in property, plant and equipment when connected and are depreciated
over their useful lives. The useful life is currently estimated to be twenty five years from the date of
corrmencement of commercial operation. The cost of unproductive wells is hansferred to the profit or loss
in the year in which they are certified complete but unproductive. Where a well ceases to be productive
before the end of its expected useful life, the net book value of the well is charged to the profit or loss in the
year it ceases to be productive.

Depreciation

Depreciation is calculated on the straighrline basis and is recognised so as to write off the cost or valuation of
assets (other than freehold land and Work-in progress under construction) less their residual values over their
useful lives, using the straight-line method.

The annual depreciation rates in use are:

Buildings 2.85%
Transmission lines 2.5o/o
Plant and machinery:
- Hydro plants 2%
- Geothermal wells, wellheads and plants 4%
- Thermal plants and wind plants 5%
- Rigs 6.66%
lntake and tunnels l%
Motor vehicles 25yo
Funriture, equipment and fittings l2t/zo/o
Computers 25%
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KENYA ELECTzuCITY GENERATING COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

ACCOIINTING POLICIES (Continued)

Depreciation (Continued)

Freehold land is not depreciated and leasehold land is amortised over the lease period

Residual value, useful life and depreciation methods are reviewed at least annually at the reporting date. Changes

in the residual value and expected useful life are accounted for by changing the depreciation charge for the year,

and treated as changes in accounting estimates.

Depreciation on revalued assets is recognised in profit or loss and a transfer ofexcess depreciation is made from

the asset revaluation reserve to retained eamings. On the subsequent sale or retirement of a revalued property, the

attributable revaluation surplus remaining in the properties revaluation reserve is transferred directly to retained

earnings.

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are

expected to arise from the continued use ofthe asset. Any gain or loss arising on the disposal or retirement ofan
item of property, plant and equipment is determined as the difference between the sales proceeds and the canying

amount of the asset and is recogaised in profit or loss.

On disposal ofrevalued assets, amounts in the revaluation surplus relating to that asset are transferred to retained

earnings.

Intangible assets

Intangible assets acquired separately are measured on initial recogr.ition at cost. Following initial recognition,

intangible assets are carried at cost less any accumulated amortisation and any accumulated impairment losses.

The useful life of the assets depends on the duration of the licences. hrtangible assets with finite lives are

amortised over the useful economic life and assessed for impairment whenever there is an indication that the

intangible asset may be impaired. The amortisation period and the amortisation method for an intangible asset with
a finite useful life is reviewed at least at the reporting date. Changes in the expected useful life or the expected

pattem of consumption of future economic benefits embodied in the asset is accortnted for by changing the

amoilisation period or method, as appropriate, and are treated as changes in accounting estimates. The amortisation

expense on intangible assets with finite lives is recognised in the profit or loss in the expense category consistent

with the function of the intangible asset.

An intangible asset is derecopised on disposal, or when no future economic benefits are expected from use or

disposal. Gains or losses arising from derecogrition of an intangible asset are measured as the difference between

the net disposal proceeds and the carrying amount of the asset and are recognised in proflt or Ioss when the asset is

derecognised.

Impairment of tangible and intangible assets excluding goodwill

At each reporting date the company reviews the carrying amounts of its tangible and intangible assets to determine

whether there is any indication that those assets have suffered an impairment loss. If any such indication exists, the

recoverable amount of the asset is estimated in order to determine the extent of the impairment loss (if any). Where

it is not possible to estimate the recoverable amount of an individual asset, the company estimates the recoverable

amount of the cash-generating unit to which the asset belongs. Where a reasonable and consistent basis of allocation

can be identified, corporate assets are also allocated to individual cash-generating turits, or otherwise they are

allocated to the smallest company of cash-generating units for which a reasonable and consistent allocation basis

can be identified.

Recoverable amount is the higher of fair value less costs to sell and value in'use. tn assessing value in use, the

estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current

market assessments of the time value of money and the risks specific to the asset for which the estimates of
future cash flows have not been adjusted.
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KENYA ELECTzuCITY GENERATING COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

2. ACCOLTNTINGPOLICIES(Continued)

Impairment of tangible and intangible assets excluding goodwill (Continued)

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its canying amount, the
carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount. An impairment loss is
recognised immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in which case the
impairment loss is keated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or a cash-generating unit) is
increased to the revised estimate of its recoverable amount, but so that the increased carrying amourit does not
exceed the carrying amount that would have been determined had no impairment loss been recognised for the asset
(or cash-generating ru:it) in prior years. A reversal of an impairment loss is recognised immediately in profit or loss,
unless the relevant asset is carried at a revalued amount, in which case the reversal of the impairment loss is heated
as a revaluation increase.

Borrowing costs

Bonowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to get ready for their intended use or sale, are added to the
cost ofthose assets, until such time as the assets are substantially ready for their intended use or sale.

Ilvestment income earned on the temporary investment of specific borrowings pending their expenditure on
qualifuing assets is deducted fiom the borrowing costs eligible for capitalisation.

Capitalised costs include interest charges and foreign currency exchange differences on borrowings for projects
under construction to the extent that they are regarded as adjustments to interest rates.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.

Inventories

lnventories are valued at the lower ofcost or net realisable value. Cost is determined on a weighted average basis
and comprises expenditure incurred in the normal course of business, including direct material costs. Net
realisable value is the price at which the inventory can be realised in the normal course of business after allowing
for the costs of realisation. Obsolete and defective inventories are fully written off.

Financial instruments

Financial assets and financial liabilities are recognised when the company becomes a party to the contractual
provisions of the inshument.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets and frrancial liabilities (other than furancial assets and
financial liabilities at fair value through profit or loss) are added to or deducted from the fair value ofthe
f,rnancial assets or fmancial liabilities, as appropriate, on initial recognition. Transaction costs directly attributabie
to the acquisition of furancial assets or financial liabilities at fair value through profit or loss are recognised
immediately in profit or loss.

Financial assets

Financial assets are classified into the following specified categories: hnancial assets 'at fair value through profit
or loss' (FVTPL), 'held-to-maturity' investments, 'available-for-sale'(AFS) financial assets and 'loans and
receivables'. The classification depends on the nature and purpose of the financial assets and is determined at the
time of initial recognition.

23



'?".t-A

E"6r

KENYA ELECTzuCITY GENERATING COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

2. ACCOUNTINGPOLICIES(Continued)

Financial instru ments (Contin ued)

Financial assets (Continued)

Held- to- matur ity i nve s tments

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and fixed

matwity dates tirat the company has the positive intent and ability to hold to maturity. Subsequent to initial

recognition, held-to-maturity investments are measured at amortised cost using the effective interest method less

any impairment.

Effe c t iv e i nte re s t m e th o d

The effective interest method is a method of calculating the amortised cost of a debt instrument and of allocating

interest income over the relevant period. The effective interest rate is the rate that exactly discounts estimated

future cash receipts (including alffees and points paid or received that form an integral part of the effective

interest rate, transaction costs and other premiums or discounts) through the expected life of the debt instrument,

or, where appropriate, a shorter period, to the net carrying arnount on initial recogtition.

Av ai lab le-for-sale financial ass e ts

Available-for-sale flnancial assets are non-derivative financial assets that are either designated as Available-for-

sale financial assets or are not classified as (a) loans and receivables, (b) held-to-manrity investments or (c)

financial assets at fair value through profit or loss.

The company has investments in debt securities that are traded in an active market and are stated at fair value at

the reporting date. The fair value ofavailable-for-sale debt securities is determined by reference to published

price quotations in an active market. Interest income calculated using the effective interest method is recogrised

in proirt or loss except for interest income eamed on the temporary investment of specific borrowings pending

their expenditure on qualifying assets which is deducted from the borrowing costs eligible for capitalisation.

Fair value changes in the carrying amount of available-for-sale financial assets are recognised in other

comprehensiv" ir"o.rr" and accumulated under the heading of investments revaluation reserye. Where the

inveitment is disposed of or is determined to be impaired, the cumulative gain or loss previously accumulated in

the investments revaluation reserve is reclassified to profit or loss.

Loans and receivables

Loans and receivables are non-derivative fmancial assets with fixed or determinable payments that are not quoted

in an active market. Loans and receivables (including trade and other receivables, bank balances and cash) are

measrued at amortised cost using the effective interest method, less any impairment.

hterest income is recogrrised by applying the effective interest rate, except for short-term receivables when the

recognition of interest would be immaterial.

Impairment qf '/inancial assets

At each reporting date, all financial assets are subject to review for impairment. If it is probable that the company

will not be able to collect all amounts due (principal and interest) according to the contractual terms of loans,

receivables, or held-to-maturity investments carried at amortised cost, an impairment or bad debt loss has

occurred. The carrying amount of the asset is reduced to its estimated recoverable amount either directly or

through use of an ailo*un"e account. The amount of the loss incurred is dealt with through profit or loss for the

period.
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KENYA ELECTRiCITY GENERATING COMPANY LiMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

2. ACCOLINTINGPOLICIES(Continued)

Financial instru ments (Continued)

Fina ncial assets (Continued)

a

o

Impairment of financial assets (Continued)

For Available-for-sale debt securities, a sigrificant or prolonged decline in the fair value of the security below its
cost is considered to be objective evidence of impairment.

For all other furancial assets, objective evidence of impairment could include:

significant financial difficulty of the issuer or counterparfy; or
breach ofcontract, such as a default or delinquency in interest or principal payments; or
it becoming probable that the borrower will enter banlcruptcy or financial re-organisation; or
the disappearance ofan active market for that frrancial asset because offinancial difficulties.

For certain categories offrnancial assets, such as hade receivables, assets that are assessed notto be impaired
individually are, in addition, assessed for impairment on a collective basis. Objective evidence of impairment for
a portfolio of receivables could include the company's past experience of collecting payments, an increase in the

number of delayed payments in the porrfolio past the average credit period of 40 days, as well as observable
changes in national or local economic conditions that correlate with default on receivables.

For financial assets carried at amortised cost, the amount of the impairment loss recognised is the difference
between the asset's carrying amount and the present value of estimated fuhre cash flows, discorurted at the
financial asset's original effective interest rate.

For financial assets carried at cost, the amount of the impairment loss is measured as the difference between the
asset's carrying amount and the present value of the estimated future cash flows discounted at the current market
rate of retum for a similar frnancial asset. Such impairment loss will not be reversed in subsequent periods.

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets with
the exception of tade receivables, where the carrying amount is reduced through the use of an allowance
account. When a hade receivable is considered uncollectible, it is written offagainst the allowance account.

Subsequent recoveries of amounts previously written off are credited against the allowance account. Changes in
the carrying amount of the allowance account are recognised in profit or loss.

When an Available-for-sale financial asset is considered to be impaired, cumulative gains or losses previously
recognised in other comprehensive income are reclassified to profit or loss in the period.

For furancial assets measured at amortised cost, it in a subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an event occurring after the impairment was recognised,
the previously recognised impairment loss is reversed through profit or loss to the extent that the carrying amount
of the investment at the date the impairment is reversed does not exceed what the amortised cost would have
been had the impairment not been recognised.

In respect of Available-for-sale debt securities, impairment losses are subsequently reversed through profit or
loss if an increase in the fair value ofthe investment can be objectively related to an event occurring after the

recognition of the impairment loss.
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KENYA ELECTzuCITY GENERATING COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

2. ACCOUNTINGPOLICIES(Continued)

Financial instru ments (Continued)

Financial assets (Continued)

Derecognition o_f -fi nanc ial assets

The company derecognises a financial asset only when the conkactual rights to the cash flows from the asset

expire, or when it transfers the financial asset and substantially all the risks and rewards ofownership ofthe asset

to another entity. If the company neither transfers nor retains substantially all the risks and rewards of ownership

and continues to control the transferred asset, the company recognises its retained interest in the asset and an

associated liability for amounts it may have to pay. If the company retains substantially all the risks and rewards

ofownership ofa transferred financial asset, the company continues to recognise the frnancial asset and also

recognises a collateralised borrowing for the proceeds received.

On derecognition of a financial asset in its entirety, the difference between the asset's carrying amount and the

sum ofthe consideration received and receivable and the cumulative gain or loss that had been recognised in
other comprehensive income and accumulated in equity is recognised in profit or loss.

On derecognition of a financial asset other than in its entirety (e.g. when the company retains an option to

repurchase part ofa transferred asset or retains a residual interest that does not result in the retention of
substantially all the risks and rewards of ownership and the company retains control), the company allocates the

previous carrying amount of the financial asset between the part it continues to recogtise under continuing
involvement, and the part it no longer recognises on the basis of the relative fair values of those parts on the date

of the transfer. The difference between the carrying amount allocated to the part that is no longer recognised and

the sum ofthe consideration received for the part no longer recognised and any cumulative gain or loss allocated

to it that had been recognised in other comprehensive income is recognised in profit or loss. A cumulative gain

or loss that had been recognised in other comprehensive income is allocated between the part that continues to be

recognised and the part that is no longer recognised on the basis ofthe relative fair values ofthose parts.

Financial liabilities and equity instruments

Classification as debt or equity

Debt and equity instruments issued by the company are classified as either financial liabilities or as equity in
accordance with the substance of the contractual anangements and the defuritions of a financial liability and an

equity instrument.

Equity instruments

An equrty instrument is any conkact that evidences a residual interest in the assets ofan entity after deducting all
of its liabilities. Equlty instruments issued by the company are recognised at the proceeds received, net of direct

issue costs.

Financial liabilities

Financial liabilities are classified as either financial liabilities 'at fair value through profit or loss'or 'other
financial liabilities'.

Othe r Jinancial liab i lit ie s

Other furancial liabilities (including borrowings) are subsequently measured at amortised cost using the effective

interest method.

The effective interest method is a method of calculating the amortised cost of a financial liability and of
allocating interest expense over the relevant period. The effective interest rate is the rate that exactly discounts

estimated fuhre cash payments (including all fees and points paid or received that form an integral part of the

effective interest rate, transaction costs and other premiums or discourts) through the expected life of the

financial liability, or (where appropriate) a shorter period, to the net carrying amount on initial recognition.
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KENYA ELECTzuCITY GENERATING COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Coritinued)

2. ACCOLNTINGPOLICIES(Continued)

Financial liabilities and equity instruments (Continued)

D e rec o gn it i o n of fi n ancia I li abi lit ie s

The company derecogrises financial liabilities when, and only when, the company's obligations are discharged,
cancelled or they expire. The difference between the carrying amount of the financial liability derecognised and
the consideration paid and payable is recognised in profit or loss.

Accounting for leases

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards
of ownership to the lessee. All other leases are classified as operating leases.

The company as lessor

Rental income from operating leases is recognised on a straight-line basis over the terrn of the relevant lease. Initial
direct costs incun'ed in negotiating and arranging an operating lease are added to the carrying amount of the leased

asset and recogrrised on a straightJine basis over the lease term.

The company as lessee

Operating lease payments are recognised as an expense on a straight-line basis over the lease term, except where
another systematic basis is more representative of the time pattern in which economic benefits from the leased asset

are consumed. Contingent rentals arising under operating leases are recognised as an expense in the period in which
they are incurred.

In the event that lease incentives are received to enter into operating leases, such incentives are recogrised as a

liability. The aggregate benefit ofincentives is recognised as a reduction ofrental expense on a straight-line basis,
except where another systematic basis is more representative of the time pattern in which economic benefits from
the leased asset are consumed.

Dividends on ordinary shares

Dividends on ordinary shares are recognised as a liability and deducted from retained earnings when approved by
the company's shareholders. Interim dividends are deducted from retained earnings when they are declared and
no longer at the discretion of the company.

Grants

Government grants are not recogrised until there is reasonable assurance that the company will comply with the
conditions attaching to them and that the grants will be received.

Govemment grants are recognised in profit or loss on a systematic basis over the periods in which the company
recogrises as expenses the related costs for which the grants are intended to compensate. Specifically,
government grants whose primary condition is that the company should purchase, construct or otherwise acquire
non-curent assets are recognised as deferred revenue in the statement of financial position and transfened to
profit or loss on a systematic and rational basis over the useful lives ofthe related assets.

Government grants that are receivable as compensation for expenses or losses already incurred or for the purpose

of giving immediate furancial support to the company with no future related costs are recognised in profit or loss

in the period in which they become receivable.
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,KENYA ELECTRICITY GENERATING COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

2. ACCOUNTINGPOLICIES(Continued)

Foreign currencies

J

In preparing the financial statements of the company, transactions in currencies other than the company's

functional currency (foreign currencies) are recognised at the rates ofexchange prevailing at the dates ofthe
h'ansactions. At the reporting date, monetary items denominated in foreign currencies are retranslated at the

rates prevailing at that date. Non-monetary items carried at fair value that are denominated in foreign

cunencies are retranslated at the rates prevailing at the date when the fair value was detennined. Non-
monetary items that are measured in terms of historical cost in a foreign currency are not retranslated.

Exchange differences on monetary items are recognised in profit or loss in the period in which they arise

except for:
. exchange differences on foreign cwrency borrowings relating to assets under construction for future

productive use, which are included in the cost ofthose assets when they are regarded as an adjustment

to interest costs on those foreign crurency borrowings;
. exchange differences on transactions entered into in order to hedge certain foreign burrency risks; and
. exchange differences on monetary items receivable from or payable to a foreiga operation for which

settlement is neither planned nor likely to occur (therefore forming part of the net investment in the

foreign operation), which are recognised initially in other comprehensive income and reclassified

from equity to profit or loss on repayment of the monetary items.

Provisions

Provisions are recognised when the company has a present obligation (legal or conskuctive) as a result ofa past

event, it is probable that an outflow of resources embodying economic benefits will be required to settle the

obligation and a reliable estimate can be made of the amount of the obligation.

Comparatives

Where necessary, comparative figures have been adjusted to conform with changes in presentation in the current
year. Where necessary, comparative figures have been adjusted to conform with changes in presentation in the
current year. In particular, comparatives have been adjusted to comply with IAS l9 Employee Benefits (as revised

in 2011).

CzuTICAL ACCOI-INTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

ln the application of the company's accounthg policies, which are described in note 2, the directors are required

to make judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are not
readily apparent from other sources. The estimates and associated assumptions are based on historical experience
and other factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates

are recognised in the period in which the estimate is revised if the revision affects only that period, or in the

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

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

The following are the critical judgements, apart from those involving estimations (see 3 (b) below), that
the directors have made in the process of applying the company's accounting policies and that have the

most significant effect on the amounts recognised in the frnancial statements.

H el d- to - matu r ity fina n c i al as s e ts

The directors have reviewed the company's held-to-maturity frrancial assets in the light of its capital

maintenance and liquidity requirements and have confirmed the company's positive intention and ability to
hold those assets to maturity. The carrying amount of the held-to-maturity financial assets is 5h2,432
million (30 June 2013: Sh 2,437million). Details of these assets are set out in note 18.
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KENYA ELECTzuCITY GENERATING COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

CzuTICAL ACCOUNT]NC JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

a) Critical judgements in applying the company's accounting policies (Continued)

Deferred tox ilssels

Defened tax assets are recognised for all unused tax losses to the extent that it is probable that taxable
profit will be available against which the losses can be utilised. Significant management judgment is

required to determine the amount ofdeferred tax assets that can be recognised, based upon the likely
timing and level of future taxable profits together with future tax planning strategies. The carrying value of
recognised tax losses at 30 June 2014 was KShs 9,933,282,000 (2013: KShs 10,396,680,000). There are

no tax losses prior to I January 2010. Further details are contained in Note 29.

Revaluation of power planls

Power plants are stated at valuation. Revaluations are performed by professional valuers at sufficient
regularity such that the carrying amounts do not differ materially from those that would be determined
using fair values at the reporting date. At the reporting date, the directors assess the carrying amount of
revalued properry, plant and equipment and applyjudgement to determine that these do not differ
materially from that which would be determined using fair values at 30 June 2014.

b) Key sources of estimation uncertainty

UseJul lives of properfit, plant and equipmenl

The company reviews the estimated useful lives of property, plant and equipment at the reporting date.

The useful lives of the plants are then used in establishing the contracts that the company enters into under
the Power Purchase Agreements.

Impairment losses

At the reporting date, the company reviews the carrying amounts of its tangible and intangible assets to
detemrine whether there is any indication that those assets have suffered 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 loss.

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

the recoverable amount of the cash generating unit to which the asset belongs. Any impairment losses are

recognised as an expense immediately. Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its recoverable amount. A reversal of an

impairment loss, other than that arising from goodwill, is recognised as income immediately.

I ntp airment of availab le-fo r- s ale Jin anci al as s els

The company classifies certain assets as available-for-sale and recognises movements in their fair value
through other comprehensive income. The company treats available-for-sale investments as impaired
when there has been a significant or prolonged decline in the fair value below its cost or where other
objective evidence of impairment exists. The determination of what is 'sigaificant' or 'prolonged'
requires judgement. When the fair value declines, management makes assumptions about the decline in
value to determine whether it is an impairment that should be recognised in the profit and loss account.

Actuarial valuation of deJined benefits plan

The liability due under the defined benefit pension plan is determined using actuarial valuation. The
actuarial valuation involves making assumptions about discount rates, expected rates ofreturn on assets,

future salary increases, mortality rates and future pension increases. Due to the long term nature of these

plans, such estimates are subject to significant uncertainty. See note 28.
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. KENYA ELECTRICITY GENERATING COMPANY LIMITED

NOTES TO THE FINANCLAL STATEMENTS (Continued)

4. REVENUE

Electricity sales:-
- Capacity charges revenue
- Energy revenue

Power Purchase Agreements' adjustments:
- Foreign culrency adjustment payments

5. INTERESTINCOME

Treasury bonds
Other receivables
Banks and other furancial institutions
Kenya Power

The following is an analysis of interest income earned on financial
assets by category ofasset
Available-for-sale heasury bonds

Held-to-maturity treasury bonds
Loans and receivables (including cash and bank balances)

6. OTHERINCOME

(a) Consultancyservices
Insurance Compensation
Miscellaneous income
Net fuel pass-though (I'{ote 6 (b))
Revenue from Emergency Power Project (EPP)

Carbon Credits
Net Steam pass ttroughQ'Iote6(d))

(b) Net fuel pass-ttroughr

Fuel pass-through revenue

Fuel pass-through costs

527,000 554,565

17,423,771 16,451,195

2014
Shs'000

13,241,417
3,655,354

349,208
4,546
8,179

54,221

28,681
320,527

66,946

54,950
164,463
271,996

33,661
125,840

(14)

13,142,391
(12,870,395)

2013
Shs'000

12,620,981
3,2'15,649

305,903
5,535

65,124
299,547

141,356
164,547
370,206

55,735
67,270

108,973
286,165

76,145

9,699,76',1
(8,403,602)

416,154 676,109

416,154 676,109

650,896 594,888

30
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I(ENYA ELECTRI CITY GENERATING C OMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

6 OTHER TNCOME (CONTTNUED)

(c) Net water charges pass-through2

Water charges pass-through revenue
Water charges pass-through costs

(d) Net Steam Revenue pass-through3

Steam charges passthrough revenue
Steam charges pass-through costs

7 OTHER GAINS AND LOSSES

Foreign exchange gains/(losses) on other monetary items excluding
borrowings
Cumulative loss reclassified from equity on disposal of available-for-
sale investments (note 18 (c))
(I-oss/gain on disposal of available-for-sale investments (note 1 8 (c))
Unrealized foreign exchange gains on revaluation of borrowings
(note 26(d))
Recoverable foreign exchange differences (note l9)

(14)

'-tn line with the provisions of the Power Purchase Agreements, the company is reimbursed by Kenya power for
fuel costs incurred in the production of thermal elechicity based on pre-agreed plant fuel usage. The net fuel
pass-through income therefore represents the fuel usage efficiency which varies with working condition of the
thermal power generating plants, because the machines are presently new. As the plants get old, the net fuel
pass through is expected to be a charge to the income statement.

'The V/ater Resource Management Rules 2007 (Water Regulations) was Gazetted by the Govemment through
legal notice No. 171 of September 2007. The regulation provided for water use charge at the rate of 0.05
Shs/kWh for power plants with capacity of over lMW. With approval from the Energy Regulatory
Commission, the company is reimbwsed by Kenya Power for the cost of water charges as a pass-through.
3-In 

line_ with the provisions of the Power Purchase Agreements for mobile well heads, the company provides
the feed in tariffof US cents 8.5 per kWh . The tariffis broken down in to US cents 3.0 per kWh payable to
Geothermal Development Company Limited (GDC) which is the cost for geothermal steam. A capacity charge
of US cents 5.5 per kWh is also charged to the company. The company charges Kenya power for the capacity
and the GDC portion as a pass through cost.

2014
Shs'000

459,122
(459,722)

192,693
(192,707)

2014
Shs'000

Q22,126)
203,369

(1,425,249)
1,425,249

2013
Shs'000

215,141
(215,14 l)

58,365
(58,365)

20t3
Shs'000

(39,969)
(2,461)

4,261,464
(4,261,464)

85,877 (10,671)

67 ,119 (53, 107)
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KENYA ELECTzuCITY GENERATING COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

8. EXPENSES

a) Employee expenses (note 9)

b) Depreciation and Amortization

Depreciation* (note 14)

Less: amount capitalised

Amortization - Prepaid leases on leasehold land* (note 15)

- Intangible assets- software (note 16)

c) Operating expenses

Plant operation and maintenance
Welfare andbenefits
Training expenses
Insurance
Catchment preservation and dam maintenance

Transport and travelling costs

Consultants fees

Office expenses
Provision/(write back) for/(o| bad debts

Legal and statutory exPenses

Other costs

Total Expenses(8a,8b and 8c)

9 STAFF COSTS

Salaries and wages

Leave pay allowance
Pension cost- defined benefit scheme (Note 28)

Pension cost - defined contribution scheme

National Social SecuritY Fund

2014

Shs'000

3,491,942

5,048,839
(394,436)

6,251
61,283

2013
(Restated)

Shs'000

3,248,141

4,858,195
(327,912)

1,756
46,389

4,654,403 4,530,583

4,727,937 4,578,'128

* The depreciation charge for the year does not tie to notes 14 because the depreciation for rigs used in well

drilling were capitalised to the wells drilled as part of the cost of the wells.

1,393,"192
341,304
207,243
464,873
107,000
418,805

63,167
158,954
198,125

65,205
174,126

2014
Shs'000

3, I 58,128
42,940
32,198

254,471
4,205

1,129,466
260,973
147,965
401,752
107,000
366,659

28,629
157,931
(42,668)

61,979
194,804

2013
Shs'000

2,915,787
89,644
26,583

211,785
4,342

3,592,594 2,814,490

11,812,473 10,641,359

3,491,942

32
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KENYA ELECTRICITY GENERATING COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

9. STAFF COSTS (Continued)

The number of persons employed by the company at the year end was
- Operational staff
- Geothermal resource assessment and projects staff

IO. FINANCE COSTS

Interest on bonowings
Less: capitalised interest

11 PROFITBEFORE TAX

Profit before tax is arrived at after charging:
Depreciation on prope4y, plant and equipment
Amortisation of intangible assets
Amortisation of prepaid lease
Directors' emo luments :_ 

ff : _ A";r:,,:::r,,r"
other emoluments executive

Auditor,s remuneration 
other emoluments non-executive

Operating lease rentals
Interest on borrowings

And after crediting:
Interest income

12. TAXATIoN
(a) Taxationcharge(credit)

Interest taxed as a separate source of income
Compensating tax
Deferred tax charge(credit) (note 29)' Prior year underprovision - interest taxed as a separate source ofincome
Adjustment on provision - defened tax (note 29)

2014
Numbers

2,209

2014
Shs'000

4,2gg,0gg
(1,711,569)

4,654,403
67,283

6,251

6,000
32,905
3 l, l0g

5,145
85,079

2,587,519

73,104
96,484

873,241
289,796

1,416
793

1,475

s88

2013
Numbers

2,063

2013
Shs'000

4,092,931
(1,082,029)

4,530,593
46,399

1,756

6,000
29,029
23,997

5,073
92,717

j,*980,

51,093

(1,149,354)
511,619

(6 1 1,1 37)

2,587,519 3,000,902

(416,154) (676,109)

1,331,625 (1,197,790)
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KENYA ELECTRICITY GENERATING COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

12. TAXATION(Continued)

(b) Reconciliation ofexpected tax based on profit before taxation to
taxation charge /(credit)

Profit before taxation

Tax applicabl e rate of 30%o

Tax effect of income not subject to tax

Tax effect of capital allowances exceeding 10002 of cost

Tax effect ofexpenses not deductible for tax purposes

Prior year under provision - interest taxed as a separate source of income

Prior year over provision - deferred tax

Compensating tax

Total taxation charge/(credit)

(c) Corporate tax movement

Balance brought forward
Interest taxed as a separate source of income

Compensating tax

Prior year under provision - interest taxed as a separate source ofincome

Paid during the year

13.

4,157,948 4,026,924

2014 2013
(Restated)

Shs'000Shs'000

1,208,071
(33,5 t9)

Q,324,368)
51,549

511,618
(611,137)

96,484

1,331,625 (1,197,780)

1,247,384
(9,567)

(472,528)
181,055

288,797

278,453
73,104
96,484

288,797
(67,979)

Q3l,l54)
51,093

5ll,6l8
(53,104)

At end of the year 668,859 278,453

EARNINGS PER SHARE

Basic earnings per share is calculated by dividing the net profit attributable to ordinary shareholders by the

weighted average number of ordinary shares outstanding dwing the year'

Diluted earnings per share is calculated by dividing the net profit attributable to ordinary shareholders by the

weighted averfue number of ordinary shares outstanding during the year plus the weighted 
Sverage 

number of
ordilrary shares-that would be issuedon conversion ofall dilutive potential ordinary shares into ordinary shares.

There were no potentially dilutive ordinary shares outstanding as at 30 June 2014 and 30 June 2013- Diluted

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

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

computations:

2014 2013
(Restated)

Profit attributable to ordinary shareholders for basic eamings (in Shs'000) 2,826,323 5,224,704

Number of ordinary shares in issue during the year used in the calculation 2,198,361 ,456 2,198,361,456

Basic and diluted eamings per share (in Sh$

34
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KENYA ELECTRICITY GENERATING COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

14. PROPERTY, PLANT AND EQUIPMENT (Continued)

Plant and machinery was revalued by an independent valuer, CB Richard Ellis Intemational valuers as at 30 June

2005, on a depreciated replacement cost basis and represents the plant and machinery's highest and best use' The

directors have re-assessed the carrying amount ofrevalued property, plant and equipment as at year end and

determined that these do not differ materially from that which would be determined using fair values at 30 June

2014.

Details of the company's buildings and machinery and equipment and information about fair value hierarchy as

at 30 June 2014 are as follows:

Level
t

sh'000
GROT]P

30 June 2014

Plant and machinery

Cost
Accumulated depreciation

Net book value

The company land is located in the following locations:

. Olkaria I&II . Turkwel

o Gitaru . Sosiani

. Kiambere . Gogo

. Kamburu r Wanjii

. Kindaruma . Tana

. Masinga . Sagana

. Sangoro . Ndula

85,971,582 85,971,582

Level
')

sh'000

Level
J

sh'000

Fair value as

at 30 June

sh'000

30 June 2013

There were no transfers betweeu levels 1, 2 and3 in the period (2013: none).

86,845,889

If the property, plant and equipment were stated on the historical cost basis, the amounts would be as follows:

2014
Shs'000

221,679,224
(37,t68,336)

I 84,5 10,8 88

2013
Shs'000

160,602289
(32,125,890)

128,476,399

r Mesco

. Garissa

. Lamu

. Kipevu I and III

. OlKaria IV Domes

. Sondu Miriu
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KENYA ELECTRICITY GENERATING COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

15. PREPAID LEASES ON LEASEHOLD LAND

COST
I July
Additions

30 June

AMORTIZATION
I July
Prepaid lease amortization for the year

30 June

NETBOOKVALUE
30 June

16. INTANGIBLE ASSETS

COST
I July
Additions

30 June

AMORTZATION
I July
Charge for the year

2014
Shs'000

446,093
614,666

1,060,759

6,136
6,251

12,387

1,048,372

1,192,772
53,646

1,246,418

113,086
67,283

180,369

1,066,049

2013
Shs'000

39,806
406,287

446,093

4,380
1,756

6,136

439,957

963,032
229,740

1,192,772

66,697
46,389

I13,086

1,079,68630 June

Intangible assets relate to costs incurred towards the installation of software. Amortisation has been

charged on these assets from the time they became available for use.
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KENYA ELECTzuCITY GENERATING COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

17. RELATED PARTIES

The company isTO%oowned by the Goverrunent of Kenya. The remaining3}oh of the shares are widely

held. Thi company's main related parties are the Govemment of Kenya - Ministry of Energy & Petroleum,

Kenya power and Lighting Company Limited (Kenya Power) and Geothennal Development Company

Limited (GDC).

Kenya power is the authorised electricity distributor in Kenya with its majority shareholder being the

Govlrnment of Kenya. Geothermal Development Company Limited is wholly owned by the Government

of Kenya and its principal activities are the development of geothermal resources in Kenya through surface

exploration ana aiitting for steam and to avail steam power to developers for electricity generation.

2014
Shs'000

2013
Shs'000

(a) Amount due from KenYa Power

(b) Amount due from Kenya Power-deferred debt

Current portion
Non-current portion

7,85 1,600 6,186,149

62,295
1,084,900 I,148,96s

1,147,195 1,148,965

The amognts due from Kenya Power relate to outstanding balances at year end for sale of electricity.

The deferred debt from Kenya Power relates to the foreign component ofproject costs for land,other costs,

transmission lines and substations on the Sondu Miriu project implemented by the company on behalf of
Kenya power under a management agreement. Japan Bank for International Corporation lpded the foreigrr

conrponent of the Sondu Miriu project under the loan agreement between the Japan Bank for Intemational

Corporation, and the company. Th" d"bt of Sht 1,147,195,000 (2013: Shs 1,148,964,630) is payable over a

dwition of 30 years commencing on l5 August 2014 to 15 August 2044.The effective interest rate in

Japanese Yen on the deferred debt during the year was 0 .7 5o/o (2013 : 0 .7 5%) .

The deferred debt and corresponding loan from Japan Bank for lntemational Corporation are both denominated

in Japanese Yen (JPY). The imount outstanding as at year end was JPY 1,320,013,268 (2013: JPY

1,320,013,268),

2014 2013

Shs'000 Shs'000

(c) Amount due to Kenya Power ii,g 83,332

(d) Related party transactions

parties are considered to be related if one party has the ability to control the other or exercise significant

influence over the other parly in making furancial or operational decisions.

During the year the following transactions were carried out with related parties:
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G NOTES TO THE FINANCIAL STATEMENTS (Continued)

t7. RELATED PARTIES (CONTINUED)

(d) Related party transactions (Continued)

(D ElecticitY sales to KenYa Power

Foreign exchange recovery

Interest income on amounts due from Kenya Power

Fuel pass-through
Water charges Pass-through
Steam charges Pass-through

(ii) Electricity purchases from Kenya Power

Terms and conditions of transactions with related parties

(iii) Government of Kenya (Ministry of Energy & Petroleum):

Receipts from Ministry of Energy & Petroleum

Fees for services as a director

Non-Executive Directors

The sales to Kenya Power are made in accordance with the siped Power Purchase AgreementS whereas

the purchase, to* f.nyu Power are made at normal market pti""t' Outstanding balances at the year-

end'are unsecured and settlement occurs in cash'

2014
Shs'000

16,896,771
527,000

54,221
13,142,391

459,722
192,693

2013
Shs'000

15,896,631
554,564
299,547

9,689,767
2l5,l4l

58,365

31,272,798 25,714,015

3l1,856 93,605

2014
Shs'000

2014

Shs'000

2074
Shs'000

6,000

2013
Shs'000

2,205

other details relating to balances with the Government of Kenya (Ministry of Energy & Petoleum) are

disclosed i:r notes 22,26 and34'

2013

Shs'000

90,312 82,330
(iv) Staffadvances

Thecompany,throughthgwelfareandbenefitsscheme,providesstaffwithfi:rancialsupport.

2013

Shs'000

6,000
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KENYA ELECTRICITY GENERATING COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

17 RELATED PARTIES (CONTINUED)

(d) Related party transactions (Continued)

Other emoluments
Salaries and other short-term employment benefits:

Executive Directors and key management
Non-Executive Directors

18.

Total other emoluments

Total

TREASI,JRYBONDS

(a) Analysis ofheasury bonds

Available-for-sale treasury bonds carried at fair value
Held-to-maturity treasury bonds carried at amortised cost

Maturity analysis of heasury bonds
- Within one yezr
- After five years

Less: current portion

Non-current

Weighted average interest rate

(b) Movement in teasury bonds

136,717 122,207

142,717 128,207

2014
Shs'000

105,608
3 1,109

2013
Shs'000

98,310
23,897

2,550,345
2,436,683

2,550,345
2,436,693

4,987,028
(2,550,345)

3,026,568 4,987,028

594,769
2,431,799

594,769
2,431,799

3,026,568
(594,769)

30 June 2014

At I July 2013
Disposals
Fair value losses
Amortisation

1l.14Yo

Available-for-sale Held-to-maturity
Shs'000 Shs'000

2,550,345
(1,790,802)

(164,774)

2,431,799 2,436,683

9.6%

Total
Shs'000

4,997,028
(1,790,802)

(164,',|',|4)
(4,884)

2,436,683

(4,884)

At 30 June 2014

40
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KENYA ELECTRICITY GENERATING COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

18. TREASURY BONDS (Continued)

(b) Movement in treasury bonds (Continued)

30 June 2013

At 1July2012
Disposals
Fair value losses
Amortisation
Maturing within three months(note 23a)

2,441,234

(4,551)
(150,565)

2,550,345 2,436,693 4,997,029

Available-for-sale
Shs'000

Held-to-maturity
Shs'000

Total
Shs'000

8,694,r22
(3,530,075)

(21,903)
(4,551)

(150,565)

(Loss)/gain on
disposal
Shs'000

6,252,999
(3,530,075)

(21,903)

Cost
Shs'000

Proceeds
Shs'000

At 30 June 2013

(c) Gains(losses) on disposal ofavailable-for-sale heasury bonds

30 June 2014

Available-for-sale treasury bonds

Comprising:
Cumulative loss reclassified from equity on disposal
Loss during the year
Capitalised losses

30 June 2013

Available-for-sale teasury bonds

Comprising:
Cumulative loss reclassified from equity on disposal
Gain dwing the year

1,999,619 1,790,802 (209,917)

(222,126)
203,368

(182,562)

Q01,320)

3,572,511 3,530,075 (42,436)

(39,969)
(2,461)

(42,436)

19. RECOVERABLE FOREIGN EXCHANGE ADruSTMENT

(a) Recoverable foreign exchange adjustment relates to unrealised exchange differences on foreign
denominated borrowings recoverable from Kenya Power when realised. The Power Purchase Ageement
C'PPA") with Kenya Power, allows the company to bill and recover all realised foreigr currency
fluctuations relative to the base rates allowed by the PPA. The amount in the statement of financial
position relates to unrealised exchange differences arising on retranslation of borrowings at the reporting
date which are recoverable from Kenya Power.

a

i ..1
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GENERATING COMPANY LIMITED

CIAL STATEMENTS (Continued)

EXCHANGE ADJUSTMENT (CONTINUED)

foreign exchange adjustment is as follows:

2014

Shs'000

year 5,576,996

1,425,248

(344,320)
gains in the year (note 26(d))

on loan repayment (note (26))

6,657,924
(357,395)

6,300,529

2013

Shs'000

10,213,172

(4,261,464)

(375,312)

5,576,996
(338,286)

5,238,710

236,961
102,293
497,005

836,259

70,659
188,131
906,109

4,620,063
118,966

5,903,928

198,68 I
109,345
480,307

ofthird parties*

I and IV

788,333

68,648
95,471

1,87 1,882
1,Q78,223

1 16,853

3,231,0'77

of third parties mainly relate to recoverable payments made by the company on

Projects, an Emergency Power Project administered by the company as

relate to amounts paid to contractors and suppliers involved in the Olkaria I and

ects.

and prepayments in the cun ent year is an amount of Shs 907,681 ,467 relating
projects received by National Treasqy from the World Bank on behalf of

past due or impaired at the reporting date.
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KENYA ELECTzuCITY GENERATING COMPANY LIMITED

NOTES TO THE FINANCiAL STATEMENTS (Corrtinued) .

22. AMOUNT DI'E FROM MINISTRY OF ENERGY & PETROLEUM

(a) Geothermal resource assessment funds

As at I July

(b) Geothermal Development Company Limited
As at July I
Refund received

23. CASH AND BANK BALANCES

a) Analysis ofbank and cash balances

Cash and bank balances
Available for sale bond- matwing within three months

b) Cash and cash equivalents

Cash and bank balances
Available for sale bond - maturing within three months
Bank overdrafts (note 26(d))

1,466,146 1,466,146

3,849,670 3,85 1,875
(2,205)

2014

Shs'000

2014
Shs'000

9,429,359

(4,801,379)

20t3
Shs'000

2013
Shs'000

3,845,962
150,565

As at 30 June 3,849,670 3,949,670

Total Due 5,315,816 5,315,916

These amounts relate to the application of Geothermal Resource Assessment funds and advances to Geothermal
Development Company Limited for the purpose of exploration, exploitation and development of geothermal
resources in the country. The company acts on behalf of the Ministry of Energy & Petroleum in undertaking the
activities pertaining to this project.

9,429,359 3,845,962
150,565

9,429,358 3,996,427

4,627,979 3,996,427

For the purposes of the cash flow statement, cash and cash equivalents comprise balances with less than three
months' matwity from the date of acquisition, including cash in hand, deposits held at call with banks and other
short term highly liquid investments with original maturities of three months or less, net of bank overdrafts.

.i
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KENYA ELECTRICITY GENERATING COMPANY LIMiTED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

24. STIARE CAPITAL

Authorised:
10,000,000,000 (2013:2,215,927,528) ordinary shares of Shs 2.50 each

Issued and fully paid:
2,198,361,456 ordinary shares of Shs 2.50 each

25. RESERVES

(a)

(b)

(c)

(d)

26. BORROWINGS

(a) Analysis of interest bearing borrowings:

Government of Kenya Guaranteed

2.6YoJapanBank for Intemational Cooperation KE P20-Kiperu 1

(nY 4,678,476,000)
2.3YoJapanBank for Intemational Cooperation KE P21 -Sondu
Miriu (JPY 4,39 6,522,000)
0.75o/o lapan Bank for International Cooperation KE P23-Sondu

Miriu (JPY 10,380,900,000)
0.75% Japan Bank for Intemational Cooperation KE P24-Sangoro
(approved JPY 5,620,000,000), @isbursed JPY 4,260,3 5 8,85 8)

0.20%o Japan lnternational Cooperation Agency KE P26-Olkaria I &
IV (approved JPY 29,516,000,000), (Disbursed

JPY14,972,3'70,61s)
Kreditanstalt Fur Wiederaufbau (KfW)-Kindaruma (approved I .5%

EUR 30,000,000;4.07% EUR 9,100,000), (Disbursed 1.5% Euro
26,87 6,593.32; 4.07 % Euro 8, 1 52,566.60)
Z.Z%oKreditanstalt Fur Wiederaufbau (Kfw)-Olkaria I & IV
(approved ELIR 60,000,000), @isbursed Euro 39,17 5,344.17)

25,000,000 5,539,819

5,495,904 5,495,904

20t4
Shs'000

20t3
Shs'000

2013
Shs'000

4,442,439

4,121,187

9,186,402

3,696,7 50

5,279,027

The share premium arose as a result of the company taking over more assets than liabilities from the

government during the Power Sector Reform Program in 2000. The capitalisation of the related excess

was in the form of share capital issued at a premium.

The capital reserve relates to development surcharge received from Kenya Power for financing the

development of certain power projects for the period 1991 andprior years. The reserve is not distributable to

shareholders.

The investments revaluation reserve represents the cumulative gains and losses arising on the revaluation of
available-for-sale financial assets that have been recognised in other comprehensive income, net of amou:rts

reclassified to profit or Ioss when those assets have been disposed of. The reserve is not distributable to

shareholders.

The property, plant and equipment revaluation reserve arises on the revaluation of plant and machinery. When

revalued property, plant and equipment are disposed, the portion of the plant and machinery revaiuation reserve

that relates to that asset is transfened directly to retained eamings. The reserve is not distributable to

shareholders.

Maturity
Year

2025

2027

2044

2041

2040

2014
Shs'000

4,047,551

3,803,620

8,980,963

3,685,820

12,953,242

2026 4,187,736 3,54',1,093

44
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KENYA ELECTzuCITY GENERATING COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

26. BORROWINGS(Continued)

(a) Analysis of interest bearing borrowings (Continued):

On lent

7 .7 Yo Intemational Development As sociati on IDA 2966KE-Olkaria
II(USD 29,188,645.46)
7.7o/oKreditanstalt Fur Wiederaufbau -Olkaria II (Euro 471,181.37)
4. 5Yo Intemational Development As sociati on Cred it IDA 3 95 8KE-
Olkariall Unit 3(USD 20,899,21 5.7 5)
1.5% KBC Bank loan (Belgium)-Ngong Wind Power (Euro
8,193,390.21)
3.5o2 International Development Association IDA 4743 KE-Olkaria
I & IV (USD 93,961,3 16.31)
2.}}3%Agence Francaise de Developpemenr (AFD)-Olkaria I &
IV(EURO 80,853,27 6.46)
3.8840 European Investment Bank-Olkaria I & IV (EIIRO
71,360,447.2)
2.50%oExport-Import Bank of China (EXIIvI) - S0wells(USD
185,096,993.49)
1.50% Spanish loan-Ngong Phase II l3.6MW (Euro 17,594,381.93)
320yo l<BC Ngong I Phase l l 6.8 MW (Euro 4,805,899.83)
0.50% National Bank of Belgium (NBB) Ngong I Phase I I 6.8
MW@uro 5,562,952.95)

Direct borrowings

2.68%o Agence Francaise de Developpement (AFD)- Olkaria II Unit
3 (EURO 16,666,666.64)
European Investment Bank-Olkaria II Unit 3 (USD Nil)
2901% HSBC Bank loan-Rigs (USD 30,690,562.7)
12.5% Public lnfrastructure Bond -Various projects(Shs)
5.7219% Standard Chartered Bank Ioan-EIB -Olkaria II Unit 3
(usD 38,918,890.85)
7.0234% CBA Term loan-- Geothermal wellheads 75MW (USD
100,000,000)
Citibank NA short-term loan (KES)
Equity Bank Limited
Overdrafts
Commercial bank of Africa Limited
Bank of Africa Limited
NIC Bank Limited
Kenya Commercial Bank Limited

Accrued interest

Total borrowings
kss: Amounts due within 12 months

Maturity
Year

2014
Shs'000

2,557,711

51,047
I ,83 1,3 33

919,520

8,233,539

9,666,009

8,531,141

16,219,476

2,103,409
574,545
665,051

2,699,319
17,033,089
3,470,342

1,200,000
1,200,000

642,502
1,424,839
1,226,099
1,507,939

134,850,443
1,264,447

2013
Shs'000

3,13 8,053

65,553
1,97 5,054

1,008,621

4,266,676

2,604,965

2,513,234

3,495,124

33',7,086

3,384,719
2,475,266

20,158,089

840,000

80,099,675
846,025

2018

2018
202s

2024

2035

2031

2037

2033

2030
2020
2043

2025
2024
2019
2021

2024 7,992,500 2,060,630

2021 9,762,690

2014
2014

2014
20r4
2014
2014

I 36,1 14,990
(13,790,779)

80,934,700
(7,000,387)

at'

Non-cun'ent borrowin gs

45
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KENYA ELECTzuCITY GENERATING COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

BORROWINGS (Continued)

(b) Borrowings maturity analysis:

Due within I year

Due between I and 2 years

Due between 2 and 5 years

Due after 5 years

(c) Analysis of loans by currency:

2014
Shs'000

13,790,',779

12,508,615

21,195,786

88,619,710

2013
Shs'000

7,000,387

5,946,957

20,265,361

47,721,995

Borrowings
in US$

Shs'000

Borrowings in
JPY

Shs'000

Borrowings in
EUR

Shs'000

136,1 14,890 80,934,700

Bonowings in
Shs

Shs'000

Total
Shs

Shs'000

Balances at 30 June 2014 43,704,409 33,471,195 33,440,371 25,498,915 136,114,890

Balances at 30 June 2013 21,308,125 26,725,803 11,056,658 21,844,114 80,934,700

(d) The movement in borrowings is as follows

At beginning of the year

Received in the year

Repaid in the year

Realised exchange losses on repayment (note 19)

Unrealised exchange gaini(loss) in the year (note 19)

At the end of the year
Add: accrued interest (note 33(c))
Add: bank overdrafts (noted 23(b))

2014

Shs'000

80,088,675

57,830,817

(8,951,356)

(344,320)

1,425,248

20t3
StE'000

68,313,532

22,790,931

(6,379,012)
(375,312)

(4,261,464)

t30,049,064
1,264,447
4,801,379

80,088,675
846,025

Total borrowings at the end of the year 136,114,890 80,934,700

Securities:

The Government of Kenya guaranteed and the on-lent bonowings have no securities held as the
Govemment of Kenya is the guarantor. The Public Infrastructure Bond is unsecured.

The securities held for the European Investment Bank and the Agence Francaise de Development

borrowings are a fixed charge over all rights, title and interest of the company in and to (a) all the land, (b)

all the real property including power plant buildings and structure at the Olkaria II geothermal power

plant, a fixed charge over the plant, machinery and other infrastructure at the Olkaria II geothermal power

plant and an assignment ofthe benefits ofproceeds ofinsurance in connection with the project.
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KENYA ELECTzuCITY GENERATING COMPANY LIMITED

NOTES TO THE FINANCLAL STATEMENTS (Continued)

26. BORROWINGS (Continued)

(e) World Bank financing credit line

(D The company received financial support from the World Bank Credit No. 3958-dated 4 August 2004 to

support implementation of the Energy Sector Recovery Project. A portion of this is disbursed directly

into a US Dollar denominated Special Account B operated by the company and summary information

on kansactions during the year is as follows:

(ii)

( 13,813)

Balance at the end ofthe year 39,376

The Credit facility was closed on 30'h September 2013. The unutilized balance of USD 136,400

(I$hs 1 1,7 55 ,97 5) in the Special Account B was refunded to World Bank at the Credit closure.

The company received financial support from the World Bank Credit No. 4743-l<E dated lst October

2011 to support implementation of the Kenya Energy Expansion Project CKEEP). Summary

information on transactions during the year is as follows:

20t4 2013
Shs'000 Shs'000

Balance at the beginning of the year

Amounts received during the year
Net interest expense

Expenditure during the year

Refirnded to World Bank at Credit closure

Balance at the beginning of the year

Amounts received during the year
Net interest expense

Transfers to project account

2014
Shs'000

39,376
13,254

(l 3)
(40,861)
(11,756)

1,201,623
2,318,332

Q)
Q,614,339)

2013
Shs'000

53,1 89

571,736
7,868,644

(1,238,757)

Balance at the end ofthe year 905,614 1,201,623

The closing balance shown above is included in loan balances and represents the balances outstanding

on the World Bank fi.nded desigrated Account No. 0810296571876 held at the Equity Bank Ltd.

As at 30 June 2014 Ksh 8,233,539,000 - US$ 93,961,316.31 (2013: Kshs 4,266,676,000 - US$

49,608,182.30) had been disbursed under this credit line as disclosed in note 26(a). The disbursement

to the special account has been expended in accordance with the intended purpose as specified in the

loan agreement.
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KENYAELECTRICITYGENERATINGCOMPANYLIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

27, OPERATING LEASE COMMITMENTS

(a) As lessee

The future rental payments under operating leases are as shown below:

Within 1 year

After I year but not later than 5 years

At beginning of Year
After 1 year but not later than 5 years

Less: currentPortion

Non-current portion

Maturity analysis of operating lease commitments as lessor:

Within I year
After 1 year but not later than 5 years

98,618 88,525

The company has entered into commerciai leases on premises. These leases have an average life of

betweenitgee and five years. There are no restrictions placed upon the lessee by entering into the leases

(b) As lessor

The company leased out geothermal wells OW 101 and OW 306 to Oserian Development Company

Limited ior a period of 15 years at a cost of Shs 15,000,000 per well receivable in advance'

The advance receipts have been accounted for as shown below:

2014
Shs'000

32,813
65,745

2014
Shs'000

5,000
(2,000)

3,000
(2,000)

1,000

2,000
1,000

3,000

2013
Shs'000

33,905
54,620

20t3
Shs'000

7,000
(2,000)

5,000
(2,000)

3,000

2,000
3,000

5,000

This amount is amortised arurually to the income statement on a straight-line basis over the remaining

lease period.
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KENYA ELECTzuCITY GENERATING COMPANY LiMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

28. RETIREMENT BENEFITS LIABILITY

Up to 3l December 2000, the company operated a joint dehned benefit scheme with Kenya Power, which was
funded by contributions from both the company and employees.

The company registered its own defined benefits scheme in 2000 and commenced making conh ibutions to the
scheme, alongside employees' conkibutions, with effect from I January 2001. The scheme is administered by
Alexander Forbes Financial Services @.A) Limited while British-American Asset Managers and Co-ophust
Investment Services ltd act as Investment Managers for the DB Scheme.
Under the plan, the employees are entitled to retirement benefits of 3% of Final Pensionable Emoluments for
Pensionable Service upto I January 2000 and 2o/o of Final Pensionable Emoluments for Pensionable Service after
I January 2000 on attainment of a retirement age of 60 years. No other post-retirement benefits are provided to
these employees.

The KenGen Staff Retirement Benefits Scheme (DB Scheme) is established under trust and was closed to new
entrants and to future accrual of benefits with effect from 3l December 2011 in respect of members aged below
45 years. A new Dehned Contribution Scheme, the KenGen Defined Contribution (DC Scheme) 2012 was
established effective I January 2012, for all new eligible employees. All active in service members aged 45 years
and over as at 3 I December 201 I had an option to either remain in the DB scheme for future benefit iccrual-or
join the new DC scheme. Some members have opted to join the new DC scheme for future benefit accrual while
others opted to remain in the DB scheme. The DC scheme is administered by Alexander Forbes Financial
Services (EA) while Stanlib Ltd act as Iavestment Managers for the Scheme.
The company therefore only makes contributions to the DB scheme in respect of those members who opted to
remain in the DB scheme. . DB scheme member contributions are a fixed percentage of pay with the company
responsible for the balance.

A valuation ofplan assets and the present value ofthe defined benefit obligation were carried out at 31 December
2011 by IWS Alexander Forbes Financial Services EA Limited for statutory purposes. Al actuarial valuation to
fulfill the financial reporting and disclosure requirements of IAS19 was also carried out as at 30 June 2014. On
this basis, the present value ofthe defined benefit obligation, and the related current service cost and past service
cost, were measured using the Projected Unit Credit Method.

The principal assumptions used for the purposes of the actuarial valuations were as follows:

20t4 2013

Discount rate(s)
Future salary increases
Future pension increasesl
Mortality (pre-retirement)
Mortality (pre-retirement)
Retirement age

Current service cost
Interest on obligation
Interest income on plan assets

Components of defined benefits plan recognized in profit or loss

t3%
8%
0%

A t949-r952
nJa

60 years

12j%
8%
0%

A t949-t952
n/a

60 years

'Increases of3%oper annum apply on pensions secured on pre 3l December 1999 (Kenya Power) service.

The amount recognised in the statement of profit or loss and other comprehensive income in respect of these
defined benefit plan are as follows:

2014
Shs'000

( 1,829)
726,506

(692,419)

2013
Shs'000

(2,348)
661,024

(632,093)
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KENYA ELECTzuCITY GENERATING COMPANY LIMITED

NOTES TO TIIE FINANCIAL STATEMENTS (Continued)

28. RETIREMENT BENEFITS LIABILITY (Continued)

Acturial gain obligation
Return on plan assets (excluding amount in interest cost)

Components of defured benefits plan recognized in other

comprehensive income

Present value of funded defined benefit obligation
Fair value of plan assets

Net liability at the start of the period
Net expense recognised in the income statement

Employer contributions
Fair value of plan assets

Present value of unfunded defined benefit (asset)/obligation

(1,356,386)
(338,613) 49,697

(1,694,999) 49,697

2.014

Shs'000

2014

Shs'000

5,114,694
(6,522,105)

290,876
32,198

(35,486)
(1,694,999)

2013
(Restated)

Shs'000

2013

@estated)
Shs'000

5,879,527
(5,588,65 i)

250,647
26,583

(36,051)
49,697

Total (1,662,801) 76,280

The amount included in the statement of furancial position arising from the entity's obligation in respect of its

defmed benefit plans is as follows:

Present value of unfunded defined benefit (asset)iobligation

The reconciliation of the amount included in the statement of financial position is as follows:

2014

Shs'000

(1,407,411) 290,876

2013
(Restated)

Shs'000

(1,407,411) 290,876
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KENYA ELECTzuCITY GENERATING COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

28. RETIREMENTBENEFITS LIABILITY (Continued)

Movements in the present value of the defined benefit obligation in the current year were as follows:

2014

Opening defined benefit obligation
Current service cost
Interest cost
Contributions from plan participants
Acturial gain due to change in assumptions
Achrial gain due to experience
Benefits paid

Opening fair value of plan assets

lnterest income on plan assets

Contributions from the employer
Employee contributions
Benefits paid
Retum on plan assets

Equity instruments
Debt instruments
Property
Offshore invesknents
Cash

Total scheme assets

Shs'000

5,879,527
(1,829)

726,506
18,488

(212,8t3)
(1,143,5'13)

(15 1,6 l2)

2013
(Restated)

Shs'000

5,357,885
(2,348)

661,024
18,026

Closing defined benefit obligation

Movements in the present value of the plan assets in the current year were as follows

(155,060)

5,114,694 5,979,527

2014 2013
(R.estated)

Shs'000Shs'000

(5,588,651)
(692,479)

(35,486)
(18,488)
l5l,612

(338,613)

(5,101,238)
(632,093)

(36,051)
(18,026)
155,060
49,697

Closing fair value of plan assets (6,522,t05) (5,588,651)

The fair value ofthe plan assets at the end ofthe reporting period for each category are as follows:

2014
Sbs'000

2,560,518
323,189

3,495,377
94,472
48,549

2013
Shs'000

718,336
2,166,567
2,420,516

182,929
100,303

6,522,105 5,598,651
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KENYA ELECTzuCITY GENERATiNG COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

29 DEFERRED TAX LIABILITY

Deferred taxes are calculated on all temporary differences under the liability method using the applicable rate,

currently at3O%o. The makeup of the deferred tax liabilities in the year and the movement on the deferred tax

account during the year are presented below:

Deferred tax assets

Tax losses
Provisions for bad debt
Leavepay provision
Provision for gratuity
Defined benefit obligation
Unrealised exchange losses

Deferred tax liabilities:
Defined benefit asset

Revaluation surplus
Accelerated capital allowances
Unrealised exchange gain

Net deferred tax liability

Movement on the deferred tax account is as follows:

At the beginning of the Year
Defened tax charge/(credit) (note I 2(a))

Prior year overprovision (note 12 (a))

Defened tax through other comprehensive income

At the end ofthe year

(10,006,181) (10,692,554)

2014

Shs'000

(9,933,282)
(3,499)

(69,400)

a.)) '))'\
7,739,895

I 8,033,894
14,826

14,222,916
873,241

(10,396,680)
(t24,111)
(75,129)

(4,252)
(87,263)

(4,513)

2013
(Restated)

Shs'000

7,477,181
17,498,283

15,968,498
(1,149,354)

(61 1,137)

14,909

25,610,838 24,915,470

15,604,65',7 14,222,916

508,500

15,604,657 14,222,916

The company,s deferred tax balance includes defened tiax assets of KSh 9.1 billion related to accumulated losses

available foroffset against future profits. Kenyan tax laws now allow for tax losses to be carried forward for a

maximum period of 4 years. The year 2074 will be the first year that tax losses related to the year 2010

amounting to Sh 9.1 billion cannot be carried forward unless the Cabinet Secretary, National Treasury approves

extensio;f the tax loss period upon recommendation by Kenya Revenue Authority. On l2'n February 2014, the

company applied for extension oithe loss carried forward period. On 8 August 2014, KRA advised the company

ttrat ihe iosi which relates to the year ended 30 June 2010 will be considered for extension, once the company

provides the audited financial statements for the year ended 30 June 20.14. Separately, on 9'h {qre 2014, the

babinet Secretary, Ministry of Energy and Petroleum wrote to the Cabinet Secretary, National Treasury seeking

for extension of ihe tax loss period for KenGen and other Electricity Sub- Sector players.
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KENYA ELECTRICITY GENERATING COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

30. TRADEAND OTHERPAYABLES

Trade payables
Contract and Retention money
Sundry payables

Total trade and other payables

Non-current hade and other payables*

Current trade and other payables

3I. LEAVE PAY PROVISION

At beginning of the year
(Credit)/charge to profit or loss

At close of the year

32. DIVIDENDS

a) Dividend payable
At beginning of the year

Declared
Paid during the year

At end of the year

t'

2014
Shs'000

3,959,258
I 0,3 83,9 I 9

2,327,477

16,6'10,594
( 10,369,854)

2014
Shs'000

252,429
(21,095)

231,334

3,196,321
l,3l9,o l7
(395,705)

0.40

2013
Shs'000

2,729,168
I1,355,007

1,367,564

15,450,739
(8,591,032)

6,300,740 6,859,70't

* These liabilities relate to payments due to contractors for the ongoing construction oflong-term assets. They

are financed by the Development Finance Institutions (DFIs) and represents invoices that were under

verification at the reporting dates. After the verification is complete, the amounts are settled by the DFI's

directly to the contractors and the company assumes the liability as long term borrowing.

2013
Shs'000

160,415
92,014

252,429

3,196,321
1,319,017

(1,319,017)

0.60

b) Dividend proposed
Proposed for approval at annual general meeting (notrecognised as a

liability)

Proposed dividend per share in Shs

4,119,633 3,196,321

879,345 1,319,017
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NOTES TO Tfm FINANCIAL STATEMENTS (Continued)

33. NOTES TO THE STATEMENT OF CASH FLOWS

(a) Reconciliation of operating profit to cash generated from operations

Profit before taxation

Adjustments for:
Depreciation (note 14)

Prepaid lease expense (note l5)
Amortisation of intangible assets (note 16)

lnterest income (note 33(b))
Interest expense (note 33(c))
Gain on disposal of assets

Unrealised ioreign exchange loss related to amount due from Kenya

Power-deferred debt

Net loss on derecognition of treasury bonds

Amortisation of held-to-maturity teasury bonds

Reduction in actuarial deficit arising from valuation of retirement benefit

liability

Operating profit before working capital changes

Changes in working caPital:

Decrease in inventories
(Increase)/decrease in amounts due from Kenya Power

Decrease in other receivables
Decrease in amount due from Ministry of Energy & Petroleum

lncrease in tade and other payables

Increase in amount due to Kenya Power

Decrease in operating lease liability
(Decrease)/increase in leave pay provision

Cash generated from oPerations

4,157,948 4,026,924

2014
Shs'000

5,048,839
6,257

67,283
(416,154)
2,587,519

(1,476)

1,770
201,320

4,884

4',7,926
(1,664,851)

2,672,851

1,219,855
448

(2,000)
(21,095)

2013
Shs'000

4,85 8, I 95

l,'756
46,389

(676,109)
3,000,802

(6,746)

252,168
42,436

4,551

(3,289) 6,103

11,654,895 11,556,469

l,l 19,305
1,035,028

187,470
2,205

11,080,427
76,927
(2,000)
92,014

13,908,029 25,147,845
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KENYA ELECTzuCITY GENERATING COMPANY LIMITED

NOTES TO THE FiNANCIAL STATEMENTS (Continued)

33 NOTES TO THE STATEMENT OF CASH FLOWS (Continued)

@) Movement in interest receivable

I July
Interest income
Interest received

30 June

(c) Movement in interest payable

I July
Interest expense
Interest paid

At the beginning of the year
Receipts from sale of electricity
Interest income
Expenditure during the year

2014
Shs'000

50,367
416,154

(436,066)

2013
Shs'000

199,135
676,109

(824,877)

802,192
3,000,902

(2,956,969)

30,455 50,367

846,025
2,587,519

(2,169,097)

34.

30 June 1,264,447 846,025

EMERGENCY POWER PROJECT

The company manages an Emergency Power Supply project known as Aggreko International Projects as an
implementing commissioning agent on behalf ofthe Minisfy of Energy & Petoleum. These fiurds are held in
an escrow bank account at the Commercial Bank of Africa and are represented below as disbursements from
the Ministry of Energy & Petroleum. Electricity generated from this Project is sold to the Kenya Power and
Lighting Company and relating revenue is represented below as Receipts from sale of electicity. Expenditure
incurred relating to the project is represented below as expenditure during the year. None ofthese tansactions
and balances are presented in these financial statements.

2014
Shs'000

243,237
4,ggg,690

25,596
(5,208,444)

2013
Shs'000

369,324
5,994,060

33,931
(6, I 54,079)

At end of the year 60,079 243,23'.7

The company earned Shs 33,661 million in the year (2013 - Shs 76,745 million) in relation to managing these
projects. This revenue is disclosed under note 6 (a) ofthese financial statements.

t'
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KENYA ELECTRiCITY GENERATING COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

35. CONTINGENT LIABILITIES

I. Disputed tax penalties

III.

Authorised but not contracted for

Authorised and contracted for

37

II

On 12 August20)2,the Customs and Excise Department issued an assessment of Shs 22.2 million excise

duty arising from electricity imported from Uganda between 1998 and 2001 . The principal tax has since

been settled in full except for penalties amounting to Shs 3l million. The company has petitioned the

National Treasury for a waiver of the penalties and, in the opinion of the directors, no provision is

required in the financial staternents as the liability is not expected to crystallise-

Letters of credit

l,etters of credit signi$ commitment by the company to make payments to third parties for contracts

entered into, generally relating to foreign payrnents. Outstanding letters ofcredit as at 30 June 2014

amountedto Shs 1.186 billion (30 June2013: Shs: 3.063 billion).

Disputed witholding tax

During the year, Kenya Revenue Authority (KRA) performed a tax audit for the flnancial years 2009-

2012. Subsequently KRA issued an assessment of KShs. 975,848,686. The company objectedto the

assessment after which KRA issued a stand over notice pending resolution of matters in dispute- In the

opinion of the directors no provision is required in the financial statements as the liability is not expected

to crystallise.

36. CAPITAL COMMITMENTS

Capital commitments at the year-end for which no provision has been made in these financial statements are:

20t4
Shs'000

117,332,419

30,591,152

2013

Shs'000

427,703,764

66,730,466

147,923,571 494,434,230

OPERATING SEGMENT INFORMATION

ln accordance with IFRS 8, Operating segments, information reported to the company's chief operating

decision makers (the Board of Directors) for the purposes of resource allocation and assessment of segment

performance is focussed on the principal activities and the products offered by the company.

The company has one reportable segment; which is the generation of electricity.

a) Reported revenue

AII the company revenues were generated from an extemal customer'

b) Geographical areas

All the company operations, revenues and assets are based in Kenya'

c) Major customers

The company operates in a regulated industry; all its revenue is derived from one single extemal customer

Kenya Power
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KENYA ELECTRICITY GENERATING COMPANY LiMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

38. FINANCIAL RISI( MANAGEMENT

Introduction and overview

The company's activities expose it to a variety of financial risks and those activities involve the analysis,
evaluation, acceptance and management of some degree of risk or combination of risks. Taking risk is core to the
company's business and the operational risks are an inevitable consequence ofbeing in business. The corrpany's
aim is therefore to achieve an appropriate balance between risk and retum and minimise potential adverse effects
on its financial performance. The key types of risks include:

r Market risk - includes currency, interest rate and other price risk
. Credit risk
. Liquidity risk

The company's overall risk management programme focuses on the unpredictability of changes in the business
environment and seeks to minimise potential adverse effects of such risks on its financial performance within the
options available by setting acceptable levels ofrisks.

Risk Management Framework

The Board of Directors has overall responsibility for the establishment and oversight of the company's risk
management framework.

The company's Finance Division identifies, evaluates and hedges financial risks in close cooperation with
operating units. The board provides written principals for overall risk management, as well as written policies
covering specific areas such as credit risk, liquidity risk, foreign exchange risk, interest rate risk and price risk.

The company does not enter into or trade in frnancial instruments, including derivative financial ilstruments, for
speculative purposes.

(a) Market risks

The board has put in place an intemal audit function to assist it in assessing the risk faced by the company
on an ongoing basis, evaluate and test the design and effectiveness of its intemal accounting and
operational conhols.

Market risk is the risk arising from changes in market prices, such as interest rate, equity prices and
foreip exchange rates which will affect the company's income or the value of its holding of financial
instruments. The objective of market risk management is to manage and conkol market risk exposures
within acceptable parameters, while optimising the return. Overall responsibility for managing market risk
rests with the Audit and fusk Management Committee.

The company's Finance Department is responsible for the development of detailed risk management
policies (subject to review and approval by Audit and Risk Management Committee) and for the day to
day implementation of those policies.

There has been no change to the company's exposure to market risls or the manner in which it manages
and measures the risk.

i) Foreign currency risk

The company has transactional cun'ency exposures. Such exposure arises when borrowings are
revalued at the reporting date and also through purchases of goods and services that are done il
cun'encies other than the local currency. The company has loans from multilateral donors, which are
denominated in currencies other than the functional local currency. Loan payments are made by using
the prevailing exchange rate as there is no forward currency contracts to eliminate the currency
exposures. lnvoices denominated in foreign currencies are paid after 30 days from the date ofthe
invoice and conversion at the time of payment is done using the prevailing exchange rate.
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KENYA ELECTRICITY GENERATING COMPANY LIMITED

NOTES TO TFIE FINANCIAL STATEMENTS (Continued)

38. FINANCIAL RISK MANAGEMENT (Continued)

i) Foreign currencY risk

The carrying amount of the company's foreign culrency denominated monetary assets and monetary

Iiabilities at the end of the reporting date is:

Others
Shs'000

At 30 June 2014
Financial assets
Amount due from Kenya Power - Deferred debt

Recoverable foreign exchange adjustment

Cash and cash equivalents*

000Shs
Ksh

Shs'000

(6,286,676)

Q5,498,915)

1,147,194
6,657,923
8,854,471

(10,383,919)
(110,615,975)

Total

t,147,t94
6,657,923
9,429,358

(16,670,595)
(136,1 14,890)

574,887

574,887 16,659,588 17,234,475

Liabilities

Trade and other payables

Borrowings

Net currency liability

At 30 June 2013
Financial assets
Amount due from Kenya Power - Deferred debt

Recoverable foreign exchange adjustrnent

Cash and cash equivalents*

Liabilities
Trade and other payables

Bonowings

Net foreign currency liabilitY

(31,785,591) (120,999,894) (152,785,485)

(3t,270,704) (104,340,306) (135,551,010)

(4,095,731)

Q|,844,714)

I,148,964
5,576,996
2,983,346

(11,355,008)
(59,090,586)

(15,450,739)
(80,934,700)

1,0i3,081

1,148,964
5,576,996
3,996,427

1,013,081 9,709,306 10,722,387

Q5,939,845) Q0,445,594) (96,385,439)

Q4,926,764) (60,736,288) (85,663,052)

xCash and cash equivalents exclude cash in hand.

Exposure to bonowings foreign currency risk is mitigated by the terms of the Power Purchase Agreement

that allows the company to recover a foreign exchange movement from Kenya Power.
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KENYA ELECTRICITY GENERATING COMPANY LIMITED

NOTES TO THE FiNANCIAL STATEMENTS (Continued)

38. FINANCIAL RISK MANAGEMENT (Continued)

(a) Market risks (Continued)

i) Foreign currency risk (Continued)

US$
Yen
Euro

Change in
currency rate

The following are the gazetted base rate and the exchange rates that existed at the various dates for the
following signifi cant currencies:

Gazetted base rate 2014 2013
Shs Shs Shs

Foreign currency sensitivity analysis

The following table demonstates the effect on the company's profit or loss on applying the sensitivity
for a reasonable possible change in the exchange rate of the three main transaction currencies, with all
other variables held constant. The reverse would also occur if the Kenya Shilling appreciated with all
other variables held constant.

64.9242
0.6404

100.793

Effect on Profit
before tax

Shs'000

121,750
(62,022)
588,075

647,803

87.627 86.007s
0.8650 0.8704
119.55 112.40

2014
Us$
Yen
Ewo

Total

2013
Us$
Yen
Euro

2%
-l%
6%

2%
-18%

6%

I 18,328
(1,343,161 )

321,047

(903,786)

ii) Interest rate risk

The company exposwe to interest rate risk is with regards to fluctuation in banks' interest rates in
the market which affects the bonowings by the company. The company's variable rate of
borrowings is exposed to a risk ofchange in cash flows due to changes in foreign exchange rates.
The company's non current borrowings are at fixed rates thus minimising the exposure to the
interest rate risk. The effect of fluctuation of overdraft floating interest rate would not be significant.
The interest earning financial assets that the company holds include investments in government
securities and short term deposits whose rates ofretum are predetermined.

Total
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

38. FINANCIAL RISK MANAGEMENT (Continued)

(a) Market risks (Continued)

ii) Interest rate risk (Continued)

Other Price risk

This is the risk that the rate of the tariff will decline in the future. It is the risk of losing energy

revenues due to a fall in the tariff. The company's exposure to this kind of risk is highly regulated by

the power purchase Agreement, which is a product of discussion by Kenya Power and the company,

with Energy Regulatofi Commission as a moderator. The company's marl input for thermal energy

g"n"rutiorii, fuJl which is a significant cost component. The company is in an arrangement to pass this

cost to the customer, KenYa Power'

(b) Credit risk

The company has exposure to credit risk, which is the risk that a counterparty will be unable to pay

amounts in full when due. Credit risk arises from cash and cash equivalents, and deposits with banls, as

*"tt * t.ade and other receivables and available-for-sale financial investments.

The carrying arnount of financial assets recorded in the financial statements representing the company's

*u*ir.rr-ripor*. to credit risk without taking account of the value of any collateral obtained is made up

as follows:

Neither past
Due

nor impaired
Shs'000

over
60 days

Shs'000

over
365 days
Shs'000

Impaired
over

365 days

Shs'000
Total

Shs'000

7,851,600

594,769

6,657,923

1,130,151

5,315,816
9,429,358

Past due but not imPaired

.At 30 June 2014
Amount due from KenYa Power

Treasury bonds -available-for-
sale
Foreip exchange adjustrnent

receivables
Other receivables (excluding
prepayments)
Amount due from MinisrY of
Energy
Cash and cash equivalents*

6,033,194 1,640,285 178,906 (600,785)

594,'169

6,657,923

1,130,1 5 1

5,3 15,8 l6
9,429,358

2g,t6l,2ll 1,640,285 778,906 (600,785) 30,979,611

60



'{-'-i7
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38. FINANCIALRISKMANAGEMENT(Continued)

b) Credit risk (Continued)

Neither past
due

nor impaired

Past due but not impaired Impaired

over 60 days

Shs'000

over 365
days

Shs '000

Total

Shs'000

6,196,149

2,550,345

5,576,996

4,932,003

5,3 15,916
3,988,847

Shs'000

4,505,609

2,550,345

5,576,996

4,932,003

5,3 l5,g 16

3,988,847

over 365
days

Shs'000
At 30 June 2013
Amount due fi'om Kenya Power
Treasury bonds -available-for-
sale
Foreiga exchange adjustment
receivables
Other receivables (excluding
prepayments)
Amount due from Minishy of
Energy
Cash and cash equivalents*

1,308,492 174,708 (402,060)

26,869,616 1,308,492 174,708 (402,060) 28,550,756

*Cash and cash equivalents exclude cash in hand.

The company only sells generated electricity to Kenya Power and this minimizes the credit risk exposure
on amount due from Kenya Power. Both companies have a contract that stipulates a 40 day credit period.
Receivable balances from company staffare recovered on payment ofsalaries.

Credit risk from balances with banks and financial institutions is managed by company's treasury
departrnent in accordance with the company's policies. Investments of surplus funds are made only with
approved counterparties and within credit limits assigned to each counterparfy. Counterparty credit limits
are reviewed by the company's directors on an arurual basis, and may be updated throughout the year
subject to approval of the company's audit and risk management committee. The limits are set to
minimise the concentration of risks and therefore mitigate financial loss through potential counterparfy
failure.

c) Liquidity risk

Liquidity risk is the risk that the company will not be able to meet its financial obligations as they fall due.
The company's approach to managing liquidity is to ensure, as far as possible, that it will always have
sufficient Iiquidity to meet its liabilities when due, under both normal and stressed conditions, without
incurring unacceptable losses or risking damage to the company's reputation. Typically the company
ensures that it has suffrcient cash on demand to meet expected operational expenses for a period of30
days, including the servicing of financial obligations. This excludes the potential impact of exfreme
circumstances that cannot reasonably be predicted, such as natural disasters and political violence. The
company monitors its risk to shortage of funds using a recurring liquidity planning tool.

This tool considers the account receivables from Kenya Power and the Ministry of Energy & Petroleum and
maturity of financial instuments, together with projected cash flows from operations. The company's
objective is to maintain a balance between continuity of funding and flexibility through the use of bank
overdrafts and other borrowings.
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NOTES TO TIm FINANCIAL STATEMENTS (Continued)

38 FINANCIAL RISK MANAGEMENT (Continued)

c) Liquidity risk (Continued)

The table below analyses maturity profiles of the furancial liabilities of the company based on the remaining

period using 30 June 2013 as a base period to the conhactual maturity date:

20L4

Trade and other paYables

Less non-fi nancial liabilities

Less than 3
months

Shs'000

6,300,741

Q,327,418)

3to12
months

Shs '000

6,914,703

Ito5
years

Shs'000

Valuation
technique

(s) and key
inputs

Quoted bid
prices in an

active
market

> 5 years

Shs'000

Significant
unobservable

inputs

Total
Shs'000

Relationship
of

unobservable
inputs to fair

value

10,369,854 16,6'70,595
(2,327,418)

10,369,854 - 14,343,177

82,884

33,704,401 88,6i9,710 136,114,890

8,591,032 15,450,739
(1,717,362)

Amount due to KenYa Power

Borrowings

z013

Trade and other paYables

Less non-financial liabilities

Amount due to KenYa Power

Borrowings

d) Fair value hierarchY

3,973,323

82,884
6,816,076

10,932,283 6,914,703 44,074,255 88,619,710 150,540,951

6,859,707
(1,717,362)

5,142,345

83,332
84o,oo0 6,160,387

8,591,032 - 13,733,377

- 83,332
47,721,995 80,934,70026,2L2,318

6,065,67't 6,160,387 34,803,350 47,721,995 94,751,409

The company uses the fotlowing hierarchy for determining and disclosing the fair value of financial

instruments by valuation technique:

As at 30 June i014, the company'held the following furancial instruments measured at fair value:

Fair value as at

30 June
2014

Sh

30 June
2013

Sh

Fair
value

hierarchyFinancial
assets/liabilities

Treasury bonds-
available-for-sale 594,769 2,550,345

Level I N/A N/A

There were no transfers between levels I , 2 and 3 in the period (201 3: none).
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KENYA ELECTzuCITY GENERATING COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

CAPITAL RISK MANAGEMENT

The prirnary objective of the company's capital management is to ensure that it maintains a strong credit rating
and healthy capital ratios in order to support its business and maximize shareholder value.

The Capital Management policy as approved by the Board of Directors (the Board) is to maintain a strong capital
base so as to maintain investor, creditor and market confidence and to sustain future development of the
business. The Board monitors the retum on capital, which the company defines as net operating income divided
by total shareholders' equity. The Board also monitors the level of dividends to ordinary shareholders.

The company manages its capital structure and makes adjustments to it, in light of changes in economic
conditions. To maintain or adjust the capital structure, the company may adjust the dividend payment to
shareholders, retum capital to shareholders or issue new shares as circumstances would dictate. There were no
changes in the company's approach to capital management as regards the objectives, policies or processes during
the year.

The company monitors capital using a gearing ratio, which is net debt divided by total capital plus net debt. The
company's target is to keep the self- financing ratios greater than25oh. The company includes within net debt,
interest bearing loans and borrowings, trade and other payables, less cash equivalents. Capital includes 30%
ordinary shares atfributable to the public and7l%o ordinary shares attributable to the Government of Kenya and
distributable reserves.

2014 2013

Shs'000 Shs'000

Equity 76,709,673 73,958,516

Borrowings

Less cash and bank balances (note 23 (a))
136,1 14,890

(9,429,358)
80,934,700

(3,996,427)

40.

Net debt 126,685,532 76,938,273

Gearing ratio 6r% 5t%

PRIOR YEAR ADruSTMENTS

In compiling the financial information included herein, the company has adopted the specific transitional
provisions applicable to first-time application of IAS 19 (as revised in 201 1). The company has applied the
relevant transitional provisions and restated the comparative amounts on a retrospective basis. The impact of
the changes on the total comprehensive income for the year, assets, liabilities and equity is shown below

a) Impact on assets, liabilities and equity as at I July 201 2 of the application of the amendments to IAS I 9
(as revtsed in 201 l)

As at I July 2012 As at I July
(as previously IAS 19 2012 (as

reported) adjustments restated)
Shs'000 Shs'000 Shs'000

Increase in retkement benefit obligation liabilities
Increase in deferred tax liabilities

Increase in liabilities 16,109,142 110,003 16,279,145

93,500
16,015,642

157,147
(47,144)

2s0,647
15,968,498

Decrease in retained eamings
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40. PRIOR YEAR ADJUSTMENTS (Continued)

Impact on assets, liabilities and equity as at 30 June 201i of the application

l9(as revised in 201l) 
As at 30 June

2013 (as

previouslY
reported)

Shs'000

Increase in retirement benefit obligation liabilities

Increase in deferred tax liabilities

47,100
14,295,869

of the amendments to IAS

b)

I.AS 19

adjustments
Shs'000

243,116
(72,953)

As at 30

June 2013
(as restated)

Shs'000

290,876
14,222,916

lncrease in liabilities
14,343,569 170,223 14,513,792

Decrease in retained eamings
37,8g8,g4g (170,223) 37,728,726

c) ImpactontotolcomprehensiveincomefortheyearontheapplicationoflAslg(asrevisedin20ll)

Impact on Profit for the Year

Profit before tax
Taxation credit

Other comprehensive income for the year

Total comPrehensive income

5,250,136 Q5,432) 5,2?4,704
Profit for the Year

ij"ii*"a tax relating to items of other comprehensive

income

Year ended

30 June 2013
(as previouslY

rePorted)
Shs'000

4,093,074
1,157,062

I.AS 19

adjustments
Shs'000

(66,150)
40,718

(49,697)

14,909

Year ended

30 June

2013 (as

restated)
Shs'000

4,026,924
1,197,780

(49,691)

14,909

::#-

18,066 (34,788) (16,'122)

5,268,2O2 (60,220) 5,207,982

4I CURRENCY

These furancial statements are prepared in Kenya shillings thousands (shs'000) which is the company's

frrnctional and presentation currency'
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