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KENYA PIPETINE COMPANY TIMITED

REPORT AND FINANCIAI STATEMENTS FOR THE FINANCIAT YEAR ENDED
30 JUNE 2019

CORPORAIE INFORMATION

BACKGROUND INFORMATION

Kenyo Pipeline Compony Limited (KPC) is o Stote corporotion wholly owned by the
Government of Kenyo (GoK) wilh 99.9% shoreholding by The Notionol Treosury ond less

thon 0.1 % by the Ministry of Energy ond Petroleum. KPC wos incorporoted in I 973 under
the Componies Act, Cop 486 of lhe Lows of Kenyo ond commenced commerciol
operotions in Februory 1928. At cobinet level, KPC is represented by the Cobinet
Secretory for Energy ond Petroleum who is responsible for the compony's generol
policy ond slrotegic direction.

The moin objective of the Compony is to provide efficient, relioble, sofe ond cost-
effective meons of tronsporting petroleum products from Momboso to the hinterlond.
ln pursuit of this objective, the Compony hos constructed o pipeline network, storoge
ond looding focilities for tronsportolion, storoge ond distribution of petroleum products.
Cunent instolled system consists of 1,795 kilometres of pipeline with current copocity to
hondle obout 7.3 billion litres of pelroleum products.

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

i) Business leodership - Winning/leoding the morket in Kenyo.
ii) Geogrophic exponsion - Leodership In greoter Eoslern Africo Region.
iii) People - Amozing performonce by oll KPC employees.
iv) Systems ond processes - Relioble ond best in the world technology ond systems
v) lmoge ond reputotion - Amozing relotionships with oll our slokeholders.

DIRECTORS

Nome
John Ngumi
Dr. Mochorio lrungu

Andrew Komou, CBS

lltosoyon Neepe
Wohome Gilongo
Rito Okuthe
Jinoro Kibet
Millicent Onyonyi, OGW
Winnie Mukomi
Eric Korir
lsook Odek
Sophie Sitoti

Suson Moino

Porticulorc
Choirmon- Re-Appointed on lSfh April20lB
Monoging Director
PrincipolSecretory, Stote Deportment of Petroleum. Ministry of
Petroleum ond Mining
Re-Appointed on 8tn Februory 2019
Re-Appointed on 3d Moy 2019
Appointed on 6tn June 2018
Appointed on 5tn June 20.l8
Appointed on 8rn Februory 2019 ond Resigned on lSrh July 2019
Appointed on 6fh June 2018
Alternote Director, Principol Secretory, Notionol Treosury
Alternote Director, lnspector Generol Stote Corporotions
Alternote Director. Stote Low Office
Appointed on 8th Februory 2019 ond oppointment revoked on
21il Februory 2019
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REPORT AND FINANCIAT STATEMENTS FOR THE FINANCIAT YEAR ENDED
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COMPANY SECRETARY Floro Okoth

REGISTERED OFFICE Kenpipe Plozo
Sekondi Rood
Off NonyukiRood
lnduslriolAreo

P. O. Box 73442 - 00200
Noirobi

PRINCIPAT AUDITORS Office of lhe Auditor Generol
P. O. Box 30084 - 00100
Noirobi

PR!NCIPAt BANKERS

PRINCIPAL ADVOCAIES

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

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

Slondord Chortered Bo nk
Stonchort Chiromo
P.O. Box 30003-00100
Noirobi

Attorney Generol
Stote Low Office.
Horombee Avenue
P. O. Box 40112- 00200
Noirobi

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

Citibonk, N.A.
Citibonk House
Upper Hill Rood
P. O. Box 30Zl I - 00100
Noirobi

Co-operoliveBon k of Kenyo
Co-operolive House Bronch
Nonyuki Rood
P.O. Box 67881- 00200
Noirobi

TripleOK Low
SthFloor Block C, ACK House
lil Ngong Avenue, Bishop's Rood
P. O. Box 43170 - 00]00 Noirobi
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KENYA PIPELINE COMPANY LIMITED
REPORT AND FINANCIAT STATEMENTS IOR THE FINANCIAT YEAR ENDED 30
JUNE 2019

BOARD OF DIRECTORS

JOHN NGUMI
BOARD CHAIRMAN

Dote of Blrth: 2no October 1955
Appoinlmenl Dote: l Sth April 2018
Durolion: 3 Yeors
End of ferm: 17th April2021
Acodemlc Quolificqtion: Bochelor's Degree
Profession: lnvestment Bonker

Work Experience:
He hos served os the inougurol Choir of the Boord
of Directors of Konzo Technopolis Development
Authority. A leoding investment bonker of the
heort of key development in Kenyo's finoncing
sector, including ononging finoncing for KPC's lost
two mojor projects: Line 4 in 2010 (Kshs 8.2 billion)
ond Line 5 in 2015 (Kshs 35 billion). His lost bonking
position before retiring in 2014 wos Heod,
lnvestment Bonking Coveroge for Eost Africo for
Stondord Bonk, the porent bonk of Stonbic Bonk
Kenyo Limited. He olso worked in vorious
copocities of Citibonk, Borcloys, Grindloys, ond
Notionol Westminster Bonk. He cunently sits on the
Boords of, omong others, Kenyo Airwoys ond Bose
Titonium

DR. MACHARIA IRUNGU
MANAGING DIRECTOR

Dole of Bitlh: 22"a April 1966
Appoinlmenl Dole: 2"a Jonuory 2O2O

Acodemic Quolificolion: Doctor of Philosophy
Profession: lndustriol Chemist

llYork Experience: Dr. lrungu hos over 28 yeors of
experience of Senior Monogement level in
Lubricotion, Retoil, Reol estote, ond Supply Troding
in the petroleum sector in Kenyo ond Africo. Most
recently he served os Monoging Director for Gulf
Africo Petroleum Corporotion ond Director of Totol
Kenyo PLC. Previously, he served in executive ond
monogeriol posilions in Libyo Oil, Mobil Oil ond
MASI. He hos held severol Director positions in
choritoble ond government orgonizotions os well
os guiding ond supervising Mosters ond PhD
Condidoles in his oreo of expertise.
Dr. lrungu is o member of the Americo Chomber of
Commerce, Kenyo Hospitol Associotion, British
Business Associotion, lnstitute of Direclors ond the
Kenyo lnstitute of Monoqement.
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ANDREW N. KAMAU, CBS
PRINCIPAL SECRETARY STATE

DEPARTMENT OF PETROLEUM, MlNISTRY
OF PETROLEUM AND MINING

Dote of Birth: 1966
Appoinlment Dole: l3 November 2015
Acodemic Quolificotion: Bochelor's Degree
Profession: Chemist
Work Experience:
He hos o wide experience in petroleum energy
goined from severol yeors in leodership positions in
the privote sector. Prior to his oppointmenl os
Principol Secretory for Petroleum ond Mining, he
wos the Chief Execulive Officer of Brocewell
Energy which hos interest in mining, energy ond
noturol resources. He hos olso served in senior
positions in vorious componies with interest in

mining, energy ond noturol resources including
MAG lndustries Limited. Engen Kenyo Limited ond
Esso Kenyo Limited

M!ttICENT ONYONYI, OGW

;! i
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Dote of Birth: 20th October 1967
Appointmenl Dote: Bth Februory 2Ol9
Durolion: 3 Yeors
End of Term: 7lh Februory 2022
Acodemic Quolificolion: Bochelor's Degree
Profession: Morketing/Execulive Cooch

Work Experience: Millicenl is on executive cooch
working with individuols ond leoms for self-
discovery ond to improve personol ond teom
effectiveness. She hos over 27 yeors working for
locol ond lnlernotionol lorge multinotionols such os
Polmolive, Exxon Mobilond Oilibyo. She hos held
senior positions including Monoging Director, BOC
Kenyo Limited ond Ag. GenerolMonoger Libyo Oil
Kenyo. She olso seryes os o non-executive direclor
of Geminio lnsuronce which hos on onnuol
turnover of USD 30million.

ITTASAYON NEEPE

Dole of Birth: 4th Augusl 1922
Re-oppointment Dote: O8th Februory 201 9
Durotion: 3 Yeors
End of lerm: OZth Februory 2022
Acodemic Quolific olion:
Bochelor's Degree
Profession: Pilot

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

KENYA PIPETINE COMPANY TIMITED

REPORT AND FINANCIAT STATEMENTS FOR THE FINANCIAT YEAR ENDED 30
JUNE 2019
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WAHOME GITONGA

Dole of Birth:30th April 1966
Re-oppolntmenl Dole: 03th Moy 2019
Durotion: 3 Yeors
End of Term: 02nd Moy 2022
Acodemic Quolificolion: Bochelor's Degree
Profession: Economist
Work Experience: Wohome Gitongo is o leoding
entrepreneur, businessmon ond director of severol
componies with diverse interests in Kenyo ond
region where he hos been instrumentol in
occomplishing lorge projects in Rwondo ond
Tonzonio, omong other countries.

RIIA OKUTHE

Dote of Birth: I lth September l97l
Appoinlmenl Dole: 6th June 2018
Durolion: 3 Yeors
End of Term: 5th June 2021
Acodemic Quolificotion: Bochelor's Degree
Profession: Morketing
Work Experience: Rito is o Director of Enterprise
Business Unit of Soforicom PLC. She joined
Soforicom os Heod of Consumer Business Unit in
August 2009. She hos o decoroted coreer in the
field of Morketing hoving storted her coreer os o
Client Service Monoger of Direct Morketing
Communicotions, where she monoged o teom of
25 promotionol executives working on key
occounts such os Coco-Colo. She hos olso worked
for MTN Ugondo os Communicotions Monoger.
Due to her extensive contributions in building lhe
Soforicom brond ond enhoncing revenues, she
wos voted one of the Top 50 Globol Chief
Morketing Officers by the Globol Telecoms
Mogozine. Rito hold on MSC Morketing from
London School of Business.

JINARO KIBEI

Dole of Birth: 5th November 1965
Appointmenl Dole: 6th June 2018
Durotion:3 Yeors
End of Term: 5th June 2021
Acodemic Quolificotion: Bochelor's Degree
Profession: Advocote
Work Experience: Jinoro is on odvocote of the
High Court of Kenyo, o Commissioner for Oolhs
ond Notory Public with over 29 yeors' experience
in privote proctice. Cunently, he speciolizes in
commerciol ond corporote low where he hos built
o formidoble reputotion ond respect from his
peers. He hos served in vorious oppointments in
both privote ond public sectors. Cunenlly, he
serves os o boord member of Prime Bonk Ltd ond

KENYA PIPETINE COMPANY IIMITED
REPORT AND FINANCIAT STATEMENTS FOR THE FINANCIAT YEAR ENDED 30
JUNE 2019

P o g e 7 I Il0



Ungo Group Limited omong others. He hos olso
served os the Choirmon of the Copitol Morkets
Tribunol. He holds o Bochelor of Low degree from
University of Noirobi ond o Postgroduote Diplomo
in Low from the Kenyo School of Low. Jinoro is

cunently o portner of TripleOK Low LLP Advocotes

WINN!E AAUKAM!

Dote of Birth:
Appoinlmenl Dote: 6th June 2018
Durolion: 3 Yeors
End of Term: 5lh June 2021
Acodemic Quolificolion: Bochelor's Degree
Profession: Public Relotions Consultont

Work Experience: Winnie Mukomi is o proficient
ond creotive P.R. Consultont with over l5 yeors'
experience in in both privote ond public sectors.
She hos previously worked for Notion Medio group
ond Kenyo Broodcosting Corporotion. She
cunently holds the posilion of the Director, Winners
Frontiers lnternotionol Ltd.

ERIC KORIR
ATTERNATE DIRECTOR
PRINCIPAL SECRETARY NATIONAI.
TREASURY

Dole of Bitlh:1967
Appointmenl Dole: l Tth July 2015
Acodemic Quolificolion: Moster's Degree (MBA)
Profession: Purchosing ond Supply

Work Experience: Eric Korir hos over 20 yeors'
experience in both the public ond privote sector
He is cunenlly the Director of Public Procurement
of Notionol Treosury hondling policy, reseorch,
legol fromework ond technicol motters in the
public-seclor procurement for both notionol ond
county governments.

KENYA PIPETINE COMPANY TIMITED

REPORT AND FINANCIAT STATEMENTS FOR THE TINANCIAL YEAR ENDED 30
JUNE 2019
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KENYA PIPETINE COMPANY TIMITED
REPORT AND FINANCIAT STATEMENTS FOR THE FINANCIAT YEAR ENDED 30
JUNE 2019

THE EXECUTIVE MANAGEMENT TEAM

DR. MACHARIA IRUNGU
MANAGING DIRECTOR

PhD (Strotegic Monogemenl), Mosters in
Business Monogement (Morketing). BSC

(lndustriol Chemistry)

JOSEPH KONES

Ag. GENERAT MANAGER (INFRASTRUCTURE)

BSC (Electricol Engineering),
R.ENG (EBK, MIEK)

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

THOMAS NGIRA
Ag. GENERAT MANAGER (HR &
ADMTNTSTRAT!ON)

MPhil (Humon Resource Development, BA,
HDip (Humon Resource Monogement).

DISTERIUS NYANDIKA
Ag. GENERAI MANAGER (SIRATEGY)

MA Plonning, MA Geogrophy, BEd, (Arls)
PDG (Project Monogement). Certified
Enterprise Risk Monogement Professionol
(cERMP)

NANCY RONO
Ag. GENERAT MANAGER (SUPPLY cHAtN)
MSC (Procurement & Logistics), BCoM
(Hons), MCIPS-UK, MKISM
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KENYA PIPEIINE COMPANY TIMITED

REPORT AND FINANCIAT STATEMENTS FOR THE TINANCIAT YEAR ENDED 30
JUNE 2019

JOSHUA MUIEA
Ag. GENERAT MANAGER (OPERATIONS &

MATNTENANCE)

BSC(Chemistry) Msc Applied Science
(Chemicol Engineering)

CAXTON NJUNGA
Ag. GENERAT MANAGER (AUDII)
MBA, B Com (Finonce), CPA(K), ISACA

FTORA OKOTH

GENERAT MANAGER (COMPANY
SECRETARY & LEGAL SERVTCES)

LLM (lnternotionol Economic Low), LLB,

Diplomo (Low), CPS, Execulive MBA

AIYABE!JONAH
DIRECIOR MORENDAT INSIIIUIE OF Olt & GAS

PhD (Business Administrotion), MBA, BEd

(Arts). Professionol Quolificotions: Certified
lnvestment ond Finonciol Anolyst ond o
member of ICIFA
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KENYA PIPETINE COMPANY TIMITED

REPORT AND FINANCIAI STATEMENTS FOR THE FINANCIAT YEAR ENDED
30 JUNE 2019

CHAIRPERSON'S STATEMENT 2OI 9

Deor Shoreholderc,

Your Compony recently morked its 40th onniversory since commencing operotions. This

milestone offers on opportunity to reflect on just how well Kenyo Pipeline Compony hos

reolised the dreom of its creotors, by executing successfully ond in on unintenupted woy

its core mondote of tronsporting ond storing petroleum products in o sofe, secure ond

relioble monner. The onniversory reminds us of KPC's contribution to the economic growth

of Kenyo ond neighbouring countries. lt is olso o chonce lo solute oll those who hove

ployed their roles in the moking of whot is todoy the mojor midstreom ployer in Eost Africo.

To oll of them we soy Asonteni Sono.

20r8-r 9

The Compony completed onother successful yeor tronsporting ond storing petroleum

products. 2017-18 olso sow three mojor projects come on streom: the new Momboso-

Noirobi pipeline (Line 5), odditionol storoge tonks in Noirobi ond the Kisumu Oil Jetty,

which only owoits the completion of counterport jetties on the Ugondo side of Loke

Victorio to ochieve its full potentiol. The yeor, however, wos not without its chollenges,

most notobly sustoined negotive medio coveroge, ond the orrest, onoignment in Court

ond subsequent suspension of severol senior monogers on chorges of involvement in

economic crimes. This lotter oction hod the potentiolseriously lo disrupt KPC's operotions.

Fortunotely, KPC hos o deep pool of skilled, experienced monogers, ond the Boord of

Directors wos oble to move fost ond deploy new monogement to fill the gops without ony

disruption to KPC's obility to deliver on its core mondote.

Upslreom oclivities

Eost Africo is now estoblished os on oil & gos E&P hotspot. During the yeor. the Kenyo

Government occeleroted investments ond octivities to ensure the swift ond effective

monetisotion of Kenyo's oil reseryes. One mojor octivity wos the Eorly Oil Pilot

Scheme (EOPS). KPC wos ot the heort of EOPS; the Compony refurbished three tonks ot

Kenyo Petroleum Refineries Chongomwe, with o copocity of 42.9 million litres, to receive

ond store crude oil from Turkono for export. These ore speciolised heoted tonks to coter

for the viscous noture of Turkono oil. KPC olso modified Kipevu Jetty, ond instolled o steom

boiler, oll in reodiness for Kenyo's emergence os on oil exporter. The first such botch of

Poge 11 ll10



KENYA PIPETINE COMPANY TIMITED

REPORT AND FINANCIAI. STATEMENTS FOR THE FINANCIAT YEAR ENDED
30 JUNE 2019
exports totoling 200,000 bonels wos flogged off by HE President Uhuru Kenyotto on 26th

August 2019.

Susloinobility Agendo

The Compony's commitment to susloinobilily is unequivocol. We con only prosper

through o shored volue opprooch, conlribuling to sociely by moking smorter ond more

resource efficient solulions, ond by working with Kenyons to ensure their lives ore better

through working with KPC. Over the yeors, we hove creoted positive impocts on

Kenyons' lives ond livelihoods, but we know we con do more, ond we con do better. Our

focus oreos remoin educotion, heollh ond woter. To fund our octivities in these oreos we

devote 1% of pretox profits onnuolly to the KPC Foundotion.

Supporting the Big 4 Agendo

KPC fully ond enthusioslicolly supports the Big 4 Agendo. Reody ovoilobility of petroleum

products to power the economy is o key enobler of the Big 4 Agendo, ond KPC will

continue ensuring such ovoilobilily through its tronsporl ond storoge network.

The Fulure

ln the immediote fulure our focus will be on increosing efficiency. This will be through

better ulilizotion of existing ossets, completion of cunent projects, ond o rigorous

exominotion of ony new project proposols to ensure these ore not only in line with our

strotegy, but thot lhey con withstond robust volue-for-money ond volue-odd tests.

Conclusion

KPC hos over time continuously introduced new initiotives ond meosures to moke our

services more efficient ond occessible. I toke this opportunity to thonk our customers for

their continued support ond portnership os we work to improve the delivery of our core

mondote.

On beholf of KPC's Boord, Monogement ond Sloff, I would olso like to recognize the

support occorded lo KPC by our Porent Ministry of Petroleum & Mining, ond by our moin

shoreholder, The Notionol Treosury. We look foword to your continued support os we

intensify our current octivities.

To Monogement ond Stoff: on beholf of the Boord of Directors, I commend you oll for your

tireless effort ond commitment to the ottoinment of KPC's torgets ond gools. Your

dedicolion ond commitment to ploying your individuol roles hos not only enobled the

Compony to remoin profitoble, but olso ensured thot Kenyo ond the region hove o

steody ond uninterrupted supply of fuel.
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KENYA PIPETINE COMPANY IIMITED
REPORT AND FINANCIAT STATEMENTS FOR THE FINANCIAT YEAR ENDED
30 JUNE 2019

My finol oppreciotion goes to my fellow Directors on lhe KPC Boord. During 20lB-19, ond

in keeping with the experience of other Stote Corporotions, KPC hos come under intense

scruliny from investigotive ond oversight ogencies. ond from Kenyons in generol, os the

commendoble ond very welcome notionol drive to instil occountobility, tronsporency,

discipline & order, ond o strong sense of stewordship in the monogement of

public resources gothers poce. lt tokes greot determinotion ond slrength of chorocter,

ond confidence thot one is doing right ond hos no reoson lo be ofroid, for one to
weother such scrutiny, omidst the inevitoble occomponying medio storm, ond remoin

resilient ond focused on delivering KPC's mondote. Public service, especiolly os o non-

executive director of o Stote Corporotion, requires commitment ond greot socrifices in

both time ond personol resources. You often hove to risk your own reputotion ond

shoulder the burden of ony domoge to the imoge of the Compony. I om truly honoured

to serve olongside you os we strive to help KPC reolize its strotegic gools ond objectives, in

line with the highest siondords of good governonce ond monogement of public

resources.

JOHN NGUMI

BOARD CHAIRPERSON
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KENYA PIPEIINE COMPANY TIMITED

REPORT AND FINANCIAT STATEMENTS FOR THE FINANCIAI YEAR

ENDED 30 JUNE 20'19

THE MANAGING DIRECTOR'S REPORI

Deor Shoreholders,

It is my honor to enumerole to you the Kenyo Pipeline Compony Annuol Report ond

Finonciol Stotements for the yeor ended 30th June 2019. Kenyo Pipeline Compony

("KPC" or the "Compony") hos yet ogoin recorded onother yeor of fontostic finonciol

milestone. KPC finonciol feot confirms the significont role KPC ploys towords

supporting lhe Kenyon ond regionol economies. KPC hos delivered o robust

performonce during the yeor under review. lt wos o yeor where we executed our

strotegies ond delivered excellent results, consistenl with priorities outlined under our

strotegy - despile operoting in o persistent volotile morket. As the only region's white

products pipeline compony, KPC hosts some of the region's most vitol ond strotegic

infrostructure ond cunenlly hos o combined osset bose of over Kshs 135 billion,

plocing it omong the lorgest corporote firms in the region.

During ihe yeor under review, KPC mointoined profitobility through decisive ond

immediote oction on the chollenges we foced. ln o very deliberote woy, we hove

mode the chonges needed to re-energise our operotions. We hove guided our

efforts with three key priorities;

l. To regoin compelitiveness/ lost morket in the core business

2. To protect ond strengthen the bolonce sheet

3. To rebuild trust ond tronsporency.

ln FY 2018119, ovr commitment to building o formidoble reputotion for excellence in

petroleum supply logistics posted lhe following finonciol resulls. Below ore some of

the highlighls of the key performonce indicotors thot copture lhe yeor under review:

Finoncio! Performonce

The Compony posted o 74% decline in profit before lox of Kshs 3.2 billion for the

yeor ended 30th June 2019 compored to Kshs 12.4 billion ochieved in the previous

yeor. The decline in profitobility is moinly ottributed to the impoct of o provision for o

debt of Kshs 6.1 billion being Kshs.4.3 billion owed by on Oil Morketing Compony

ond Kshs 1.8 billion for product oging penolty chorges contested by Oil Morkeling

Componies (OMCs). The increose in depreciotion costs by Kshs. 3.4 billion os o result

of new ossets olso contributed to the reduced profits.
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KENYA PIPETINE COMPANY TIMITED
REPORT AND FINANCIAT STATEMENTS FOR THE FINANCIAT YEAR
ENDED 30 JUNE 2019

Throughput

During the yeor under review, KPC recorded o l3% growth in throughput volumes to

7,404,967 m3 from 6,55t ,805 m3 in FY 2017 /tB. On the domestic throughput front, the

figures went up by 12% from 3,535,405 m3 for the yeor ended 30th June 2018 to

3,950,256 m3 for the yeor ended 30th June 2019. Export volumes olso went up by

13% to 3,454,71'l m3 for the yeor ended 30th June 2019 compored to 3,015,399 m3

for the yeor ended 30th June 2018.

Revenue

Throughput revenue wos up by 14% to Kshs 31.5 billion during the yeor under review

up from Kshs 27.7 billion recorded in FY 2017 /18.

Operoling Expenditure

ln the FY 2O1Bl19, KPC operoted within the budgeted expenditure but lhe totol

operoting expenditure increosed by 80% to Kshs 29.1 billion from the previous yeor's

Kshs l6.l billion. This includes Kshs.4.3 billion on occount of provision of long

outstonding debt owned by on Oil Morketing Compony (OMC) ond o further Kshs.

1.8 billion on cunent yeors' debt on product oging penolties.

Cosh Posilion

The Compony's cosh reserves went up by 143% to Kshs I 2.9 billion compored to Kshs

5.3 billion of the end of the previous yeor. The cosh position went up os result of

Austerity Meosures ond prudent cost monogement undertoken during the finonciol

yeor leoding to reduction on recurrent expenditure costs ogoinst the budget. KPC

wos oble to meet its obligotions during lhe yeor under review ond concluded the

finonciol yeor with on odmiroble finonciol position ond heolthy liquidity.

Our Commilmenl

As o motter of priority, the monogement teom is focusing on provision of quolity

pelroleum products by strengthening our pipeline network ond streomlining internol

processes to improve customer experience ond stokeholder confidence. Our

business hos olwoys been of its best when we've mode customers our obsolute

priority ond over the post yeor, we hove restored our totol commitment to giving the

best possible service to our customers.
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From the foregoing, it is evident lhot KPC is georing up towords o brighter future. As

this report describes. we hove mode consideroble progress from where we were o

yeor ogo. The octions we've token to reoffirm our competitiveness regionolly,

protect the bolonce sheet, ond rebuild trust ond tronsporency hos olso slobilised

our business. We ore committed to serving Kenyons better every doy, in whot

remoins o chollenging ond uncertoin morket. We ore confident thot the investments

we ore moking will leod to sustoinoble improvements for customers whilst creoting

long-term volue for our shoreholders ond Kenyo of lorge.

Acknowledgemenl

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

shoreholders; the Ministry of Petroleum & Mining ond The Notionol Treosury for their

contribution lhrough both policy ond budgetory support. On beholf of our

Executive Monogement teom, I poy tribute to the Choirmon ond the Boord of

Directors, for their continued support, visionory leodership ond lhe guidonce they

provided to the new monogement teom lhroughout the yeor.

I olso wish to recognize lhe role ployed by our customers, who continue to support

our vorious initiotives ond toke up our vorious product offerings. They remoin o

cruciol stokeholder wilhout whom, we would not hove ochieved our set objectives

ond finonciol gools. On beholf of lhe Boord ond Monogemenl of KPC, I toke this

opportunity to congrotulote KPC's sloff for delivering the obove results ond enobling

the corporotion to remoin profitoble. lt is lhrough your tireless efforls ond

commilment thot we hove been oble to record this remorkoble performonce. I

would olso like lo specificolly congrotulote lhe KPRL stoff who joined the KPC fomily

during the yeor under review ond hove been very instrumentol in driving up our

profitobility. KPC is currently seeking to recopture its morket shore within the Eost

Africon region ond KPC-KPRL portnership could not hove come of o belter time

D!RECIO
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CORPORATE GOVERNANCE STATEMENT

Kenyo Pipeline Compony (KPC) hos engroined the principles of Corporote

Governonce in its institutionolfromework ond is committed to consistently promoting

the highest stondords of governonce which consider the interest of oll stokeholders,

strengthens Boord ond Monogement occountobility ond helps build public trust in

the Compony.

The Boord of KPC hos overoll responsibility for overseeing the effective monogement

ond control of the Compony on beholf of KPC's shoreholders ond supervising

executive monogement's conduct of lhe Compony's offoirs within o loid down

fromework, which is designed to enoble effective risk ossessment ond monitoring.

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

through constructive diologue ond engogement with stokeholders os well os

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

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

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

oversight function.

As of 30rh June 2019, the Boord wos mode up to {10) members comprising of the

non-executive Choirmon, the Permonent Secretory Treosury, the Permonent

Secretory Ministry of Petroleum ond Mining, the Attorney Generol, the Monoging

Director ond six (6) independenl directors of vorious bockgrounds. The non-

executive directors ore independent of monogement.

Three of these Directors' term expired between November 2018 ond Jonuory 2019.

The Cobinet Secretory consequently oppointed three new Directors in Februory

2019. However, one hos since resigned while the oppointment of onother one wos

revoked vide o gozette Notice doted 3'd Moy 2019 ond the term of one other

director wos renewed.

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

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

Resources, Technicol ond Finonce Committees.
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Boord meetings ore held in occordonce with the onnuol colendor ond the Boord

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

business motters orise.

The following meetings were held during the Yeor ending 30fh June 20.l9.

FTORA OKOTH

Compony Secrelory

AVERAGE

AIENDANCE %

NO. OF

MEETINGS

MEAABERSHIPAAEETING

4 t0 95%Full Boord meeting

il 5 90%Boord Finonce Meeting

90%Boord Humon Resource Meeting 12 5

5 5 90%Boord Technicol meeting
't0 l0 9s%Boord Ad-hoc meeting

I 12 too%Annuol Generol meeting

8 5 95%Boord Audit Meeting
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INTEGRATED RISK MANAGEMENT REPORT

Preomble

The compony operotes in o highly dynomic ond competitive environment ond is

committed to moximising shoreholder volue through o prooctive opprooch to
monoging its risks ond exploiting opportunities. During the finonciol period under
review, the compony conlinued to enhonce oworeness ond shored responsibility for
risk monogement of olllevels of lhe orgonizotion through implementotion of the ERM
onnuol progrom which is onchored on the Boord opproved Enterprise Risk

Monogement Policy.

The compony continues to cultivote o positive risk culture by undertoking on onnuol
enterprise wide risk ossessment to formolly re-evoluote risk in oll business octivities.
The integroted opprooch, which hos been odopted, ploys o cruciol role in the
enhoncing o positive risk culture.

Top Corporote Risks

During the FY20l8/19, the top corporote risks were identified ofter evoluoting oll top
deportmenlol risks on overoll roling bosed on likelihood ond impoct. lmprovement
octions plons were developed, ond odequote resources deployed for
implementotion of lhe oclions.

The top corporote risks for the compony during the FY 2018/2019 ond improvement
oclion plons implemented ore outlined below:

No. Risk Source of Uncertointy Actions lmplemenled

o Reputotion Adverse publicity in
the print ond
electronic medio
thot injures KPC
brond

i. Developed on implementotion
plon of the compony's
rebronding communicotion
strotegy

ii. Review of the communicotion
strotegy for internol ond
externol communicotion

o Fire The compony
hondles highly
inflommoble
products ond there is

concern thot fire
outbreok will hove
severe
consequences

Troined multi-disciplinory
Emergency Response Teoms
(ERT) in oll mojor depots
lmplemented the fire oudit
recommendotions
lmplemenled on ISO
integroted Heolth, Sofety &
Environment Monogement
System
lnitioled implementotion of key
recommendotions from o
Quontitotive Risk Assessment

I

il

ilt

iv
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conied out on NoirobiTerminol
Depot
Automotion of firefighlin g
system in Coost Depot (PSl )

o Project Concerns thot
project delivery
constroints impoct
on reolisotion of
project objectives
within quolity, cosl
ond time

Developed o fromework for
estoblishment of o Project
Monogement Office (PMO)

o Terrorism Kenyo pipeline
infroslructure is o
slrotegic instollotion
ond the country
conlinues to report
terror incidences

The roll out of phose 2 of the
lntegroted Security Sysiem
(CCTV ond occess control)
project wos completed
Automotion of
boniers/sconners wos conied
out in oll mojor depots
A proposolwos developed for
dedicoted CCTV Surveillonce
Centres to monitor security
octivities.
Continuous monitoring of tenor
incidences reported in lhe
country wos done during the
yeor

il

iii.

IV

o People Demotivoted stoff
due to slow
resolulion of stoff
issues

A sloff toskforce wos
oppointed to collote stoff
issues ond o reporl prepored

i.

6
Product
Leokoge from
the pipeline

There ore concerns
on the continued
utilisolion of the
ogeing Line 'l

pipeline which hos
some highly
conoded sections

Finolised the report on lnline
inspeclion on Line i &
CIPS/DCVG survey on Line l, 2
& 3 ond odopted
recommendotions for
implemenlotion
Conied out o desklop
benchmorking for
implementotion of Pipeline
lntegrity Monogement (PIMS)

Svstems

7
Environmentol Concerns on the

impoct product
spilloge/leokoge
from the pipeline will
hove the
environment

HSE stoff were troined on
environ mento I restorotion
lnitioted estoblishment of on oil
spill emergency response
centre in Kisumu lo support
Kisumu Oil Jetty octivity
lnitioted replocement of

I

ll

ilt.
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10

IV

OSMAG oil spill equipment os
per oudit report
Review of lhe lnline inspection
report for Line I for risk
mopping of the pipeline

8
Strotegy
Execution
Control

KPC is implementing
on ombitious
strotegy KPC Vison
2025. There ore
concerns lhot
chonge in
ossumptions ond
weokness in

execution controls
meosures moy
negotively impoct
on the reolisotion of
strolegic objeclives

i. signoffs of deportmentol
strotegic plons ond quorterly
stotus updole of
lmplementotion plons wos
undertoken

ii. The onnuol budget wos
oligned to slrotegic objectives
tor 2Ol9l2020FY

iii. Annuolreview ond reporting
on Corporote Strotegic Plon
(CSP) ond deportmentol
strotegic plons wos corried out

iv. Monitoring ond Evoluotion
report on the CSP wos
prepored

v. CSP review wos conied out
ond on oddendum report
oreoored

9
Morket Concerns on loss of

export morket short-
to the centrol
conidor due to
uncompetitive
strotegies

t.

il

iii

iv

lnter-ogency collo borotion ond
engogement wos conied out
to resolve non-toriff boniers
olong the Northern Conidor
lnitioted the process of setting
up o lioison office in Ugondo
Developed country specific
morketing strotegies
Developed o morketing
strotegy for Kisumu OilJetty
focility
Undertook o study of
competitiveness of SGR ond
Centrol Conidor Tronsit Route
A review of the tronsit morket
toriff wos undertoken

vt.

Litigotion The noture of KPC

business ond
operotions open the
compony to
litigotion from time to
time. The country hos
olso become
litigious.

i. Creoted ond updoted o stotus
report of eosements gronted to
KPC ond compensotion poid
to grontors

ii. The Allernotive Dispute
Resolution (ADR) Policy wos
developed

iii. Troining of stoff on Controct
Monogement skills wos conied
out

iv. The Stoff Rules ond Regulotions
were included in the Legol
oudit schedule
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Business Continuity Monogemenl
The overoll objective of business continuity monogement is to ensure business
resilience in the event of o mojor disruption through timely resumption ond delivery
of essentiol business octivities os provided in the Compony's Business Continuity
Monogement (BCM) Policy.

The BCM fromework odopted by the compony is outlined below:-

11
Liquidity Uncertointy thot

outstonding cloims
from key copitol
prolects ond o dollor
dominoted loon
which is subject to
foreign cunency ond
interest rote
fluctuotions could
leod to cosh flow
volotility

t.

ii.

lt.

Developed o hedging policy
Adherence to the thresholds
set in the liquidity policy
lnstituted cost contoinment
meosures

Risk Roting

o
Extreme Risks High Risks

iil:tlr
ri$s

Medium
Risks

o
Low Risks

BC Plons

Docu

Troin ond

sensitise
stoff

Exercise B

Plons

ldentify

Business

Activities

Assess /
PotenliJs#
lmpoct

Policy

Stotement

BCM Process

Roles

ldentify

Options

Evoluote
Options

Response
Option

A

.9

oc
+
o
oo
-Eo
oc
f
co
oc
o
ll
,2u

C
.9+o
o
o
c
oo
0)u
c)
.C

=c
o
D

ns
Schedule for

on-going

Progrommes
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During lhe yeor under review, the compony implemented lhe following business
continuity octivities: -

i) Moinstreoming of BCM in Depoh; Sensitisotion of stoff on Business Continuity
Plons wos conied out in mojor depots. This wos to creote oworeness on the
BCM policy ond identify gops ond depot specific issues for odoption into the
corporote Business Continuity Plons (BCPs).

ii) Tesling ond Exercising of Business Conlinuily Plons; Exercising of BCPs is criticol
in enhoncing the copobilities, people ond resources needed to respond to
business disruption. Testing ond exercising olso seeks to goin ossuronce thot
identified strotegies ore copoble of providing response ond recovery results
within the timefromes estoblished. Testing ond exercising of BCPs wos conied
in June 2019. BCM Chompions from deportments wilh mission criticol business
processes undertook Discussion-Bosed ond Scenorio-bosed exercising. Gops
in the BCPs ond oreos for improvement were identified. The testing ond
exercising oclivity wos essentiol in building confidence ond performonce
levels for business continuity teoms.

Conclusion

During the period under review the compony undertook o compony-wide risk

ossessment, ronked ond prioritized the top corporote risks. Appropriote mitigotions
meosures were developed ond requisite resources commitled for implementolion of
the improvement oction plons. Quorterly risk monitoring ond reporting wos
undertoken in line wilh Enterprise Risk Monogement Policy. During the period under
review, risk monogement opprooch in the compony wos prooctive ond integroted
thus providing reosonoble ossuronce regording the reolizotion of compony
objectives.
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coRPoRATE SOCTAT TNVESTMENT (CS!) REPORT

KPC colloboroles closely with oll the communities in Kenyo ond especiolly those
neighboring our instollotions which include our Depots, Pump stotions ond olong the
Right of Woy (R.O.W) from Momboso ond troversing 14 Counties to both Kisumu ond
Eldoret.

ln our business, we seek lo understond eoch of the vorious communities ond
especiolly from their cullurol ond sociol perspectives to oppreciote oppropriote
communicotion chonnels to understond their communily needs ond how sensitive
they ore to situotions ond events thot moy orise from time to time.

We seek to identify ond mitigote potentiol negotive sociol impocts is which is centrol
in developing long-term, positive relolionships with these communilies. Al KPC, we
oim lo promote ond respect humon rights in olloreos where we operote.

We commit to focus on the sociol ond environmentol concerns of the communities
living in oreos where we conduct our business just os we do our business to moke
profits. As we go obout our business to moke profits, we ocknowledge the foct lhot
we hove o cordinol responsibility of toking core of lhe environment in operote
public spoce where people live.

We monoge our Compony prudently not only to eorn finonciol profits but olso to
tronsform positively lives ond to preserve ond sustoin the environment.

As o responsible corporote citizen, we ore more conscious thon ever of our sociol
ond environmentol responsibility. We work closely with communities ond offer
support to sociol progroms thot odd volue ond tronsform the lives of beneficiories
through our sustoinoble corporote concept of linked prosperity."

Our key initiotives oim of oddressing Sociol inclusion through the empowerment
of women, youth ond people living with disobility ond inlegroting government
priorities ond the locol communities. Through such strotegic portnerships, o shored
sense of responsibility will be nurtured ond will noturolly leod to susloinobility of
progroms which will positively impocl on the communities' resident in the oreos
where we operole.

Kenyo Pipeline Compony through the Foundolion Deportmenl conducted vorious
octivities ond progrommes os port of the Compony's Corporote Sociol lnitiotives
during the 201B-19 FY.

By giving bock to lhe sociely, KPC seeks to tronsform lives of the communities who
live mojorly olong our Right of Woy (R.o.W) ond olher ports of the Country through
lhe implementotion of CSI progroms oimed of improving the lives ond in so doing,
eorns her sociol license to do business in lhe country.

Respecling humon rights

We believe our business presence should hove o positive influence on the people in

lhe communities in which we operote. KPC is commitled to respecling humon rights
os o fundomentol principle in our operotions, implemented through lroining ond the
opplicotion of our internol policies ond proctices. The compony's proctices ond
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operotions reflect the spirit ond intent of the United Notions Universol Declorotion of
Humon Rights.

OUR AREAS OF FOCUS

During the period under review, the Compony through the Foundotion Deportment
sponsored the implementotion of vorious projects, progrommes ond events oligned
with to the focus oreos os detoiled in our CSI policy os detoiled in the themotic oreos
os listed below;

L Educotion,
2. Heolth & Environment,
3. Woter ond Sonitotion,
4. Sports for development ond
5. Supporl for Speciol Groups.

As o responsible Corporote Citizen, KPC through the Foundotion hos oligned its CSI
progrommes wilh the objective of ultimotely spuning sociol development in o
sustoinoble monner. The Compony supports progrommes thol complement the
Notionol ond Counly Governments initiotives which olso complement the promotion
of the President's BIG 4 Agendo progrommes ond projects ond thot will leod to the
reolizotion of Universol Heolth Coveroge (UHC) ond decent housing for most
Kenyons.

EDUCATION
Educotion being o key focus oreo, wos ollocoted more funds during the period for
infrostructurol developments in vorious schools by the Compony during the period
under review.
lnfroshucluro! developmenls sponsored by KPC

Kochodin High Schoo! - Turkono County

The Boord of Directors of KPC opproved o donotion of Kshs l0 Million towords
Kochodin High School for the construction of o Dormitory, two (2No) of clossrooms
ond two (2No) of pit lolrines in support of on eorlier promise by His Excellency lhe
President of the Republic of Kenyo to the people of Ngomio I in Turkono County.

The donotion wos honded to the school on beholf of the heod of Stote by the
Cobinet Secretory, Petroleum & Mining, Hon. John Munyes. demonstroting our
commitment thot KPC hos towords the development of educotion ond reloted
focilities for the benefit of Kenyon children especiolly in morginolized oreos.

AAODERN SCIENCE TABORATORY
KPC recognizes the foct Schools in morginolized oreos foce diverse chollenges in
ocquiring educotion compored to lheir peers in other oreos of the Country. lt is

ogoinsl this bockground thot KPC decided to sponsor the construction of o modern
science loborotory of Lokitoung Girls High school in Turkono South of the Cost of Kshs

5 million. Construction works hove commenced ond willcompleted soon.
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CONSTRUCTION OF CTASSROMS AT USWET PRIMARY SCHOOT

The Compony sponsored the construction of four clossrooms of Uswet Primory
School with regords lo the construction of o one storey (4No.) Clossrooms of o totol
cost of Kshs 5 million.

On Completion, the new clossrooms will eose the congestion cunently being
experienced of the school. The children willolso enjoy o better leorning environment
which willin the long run leod hopefully leod lo improved performonce.

Poge 25 | 110



KENYA PIPELINE COMPANY TIMITED

REPORT AND FINANCIAT STATEMENTS IOR THE FINANCIAL YEAR
ENDED 30 JUNE 2019

SPECIAT GROUPS

INUKA SCHOTARSHIPS

The Compony set oside Kshs l4 million to support lnuko educotion scholorship
progrom to support children living with vorious forms of disobilities to enoble them to
occess secondory school educotion.

The scholorship progrom which benefits 2 children, o boy ond o girl from oll the 47
counlies is on equolizer becouse it odvocotes for sociol inclusion of those who could
hove been neglected for lock of school fees. lt is expected thot by occessing
secondory educotion, the beneficiories will ultimotely be oble to odd volue lo their
competitiveness thot will moke them occess other opportunities for them in future.

Through its flogship lnuko scholorship progrom, KPC continues to invest on the
educotion of bright children living with disobilities. The lhird cohort of sludents joined
Form one in 2Ol9 bringing to o lotol of 282, os the totol number of students spreod
ocross the country in vorious Schools for speciol needs children.

KPC lnuko Scholorship beneficiories of the Thiko School for the Blind when members
of the Foundolion Teom visited them of the school in the month of June 2019. Ms.
Roseline Odhiombo (R), encouroged the students to work hord in their studies.

The Compony poys school fees ond regulorly visits them in school lo review their
educotion performonce provide opportunities to disodvontoged communities
through educotion, provision of infrostructure ond economic opportunities.
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The Compony olso sponsored initiotives focusing on women, including the Notionol
Diversity & lnclusion

ilffiW},'" ".il':'

Beneficiories of the KPC lnuko scholorship progrom ol SA Joylown Notionol School
for Children living wilh disobilities pose for o photogroph with the Ms. Roseline
Odhiombo (Centre in Dork closses) with the School's Principol Mrs. Komonye

HEALIH & ENVIRONMENT

FREE MEDICAT CAMPS. MOMBASA, NAIROBIAND KISUMU.

Heolthcore is o key focus oreo in our sociol development ogendo. We toke
cognizonce of the foct thot our people ore entitled to o good heollhcore system
thot sorls out their medicol requirements of the lime of need.

However, the provision of comprehensive heollh to oll hos been o dreom to mony
especiolly in the rurol oreos where medicol focilities ore for oport ond, in most coses,
poorly equipped ond wilh inodequote medicines. During the FY under review, we
sponsored vorious initiotives to people living in informol settlements in Momboso,
Noirobi ond Kisumu cilies.

As porl of the Compony's community outreoch progroms, the Foundotion
Deportment, orgonized ond sponsored free medicol comps in Momboso, Noirobi
ond Kisumu during the 20lBl19 FY in on effort to support communities occess free
ond quolily medicol services.

It is ogoinst this bockground thot KPC colloboroled with o number of portners ond
stokeholders in the heollh sector to offer free medicol comps in three locolions in

the country during the period under review.

The free medicol comps ottrocted thousonds of Kenyons in the siles where lhe
services were offered.

PoEe 28 | 110



KENYA PIPETINE COMPANY IIMITED
REPORT AND FINANCIAT STATEMENTS FOR THE FINANCIAT YEAR
ENDED 30 JUNE 2019
During the Free Medicol Comps, free medicol services including consultotions,
loborotory tests, Proslote ond Cervix Concer screening, dispensing of free
medicines, ond refenols were done on complicoted conditions which required
further exominotions ond ottention were referred.

The following services were offered during the free medicolcomps;

. Consultotion

. Drug dispensing
o HIV Tesling ond Counseling
o Blood sugor testing
. AntenotolCore
. Concer Screening- Cervicolond Prostrote concer screening
. Eye check-up
o Fomily plonning
. Loborotory Testing Services
. lmmunizolion ond Nutrition
. SpeciolGroupsCheck-ups

MOMBASA IREE MEDCIAI CAMP
ln o cose by cose onolysis, storting with Momboso, the free medicol comp wos
conducted for two doys of Chooni Sociol Holl in colloborotion with the Deporlment
of Heolth Services of the County Government of Momboso.

The CEC for Devolution, Momboso County Government Dr. Seth Odongo (Centre
with o yellow reflector) joined KPC stoff ofter visiting the Momboso Free Medicol
Comp sponsored by the Compony. He commended the KPC for choosing lo
support lhe medicol needs of the residents of ChooniWord.

It wos conducted on l4rh ond l5rh June 2019 ond the turn-out wos higher lhon it hod
been onticipoted. Potients storled getting to the venue from os eorly os Z:00 o.m.,
ond the comp continued to os lote os 8:00p.m. during the two doys.

KPC
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The County Government provided o strong teom of 32 Medicol personnel which
included 2 Doclors, Clinicol officers, Nurses, Phormocists ond Loborotory
Technologists who included stoff from the KPC Stoff Clinic in Noirobi. They were fully
bocked up other support personnel drown from both the Notionol ond County
Governments ond KPC. The Compony focilitoted oll the teoms which ensured thot
they were well motivoted ond hence mode them to offer their best during the
comps.

During lhe two doys, totol, 983 potients including 240 children benefiled from the
successful medicolcomp were exomined ond treoted.

NAIROBI FREE MEDICAT CAMP - TUNGA TUNGA

The Free medicol comp wos conducted for two doys ond turnout wos impressive
wilh mojority of the potients turning up on the second doy.

The Noirobi Governor, H.E. Mike Mbuvi Sonko Foundotion loid lhe foundotion stone
signoling the commencement of construction work of the proposed Mother ond
Child focility ot the Lungo Lungo Heollh Centre sponsored by KPC to the tune of Kshs

20 Million os port of the octivities lined up on the first doy. Governor Sonko thonked
KPC for donoting money to construct the moternity wing of the focility ond
onnounced thot his government will provide ond odditionol Kshs l8 million towords
the some project.
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The Ag. GM (S) Mr. Disterius Nyondiko honds over o dummy cheque of Kshs 20 million
to the Noirobi Governor, H.E. Mike Mbuvi Sonko being the sponsorship from KPC
towords the construction of o molernity wing of the Lungo Lungo Heolth Centre. The
former Vice President, H.E. Kolonzo Musyoko witnessed the event.
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Hoppy Moments; The Sub County Phormocist Dr. Christine Onuko in Green jocket,
Sister Anne W. Moru ond Dr. Mc'Odingo in o celebrotory mood os they exomine the
dummy cheque while Director Jenoro Kibet ond Ag. GM (S) wotch on.

A potient being ottended to by the Teom leoder of the Lob Technologists

Hundreds of Viwondoni residenls took odvontoge of the free medicol comp of the
Lungo Lungo Heolth Cenfre.

Director Jenoro Kibet led the KPC teom ond formolly lounched the two-doy free
medicol Comp ofter honding over the dummy cheque of Kshs 20 million lo the Chief
Executive Officer responsible for Heolth Services, Dr. Okoyo
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A totol of 40 Medicol personnel drown from the Kenyo Medicol Troining College -
Noirobi Compus (16N0.), Noirobi City County Government (18N0.), three from KPC

ond While Lifelink ond Red Cross brought in o teom of 7 medics who comprised;
Doctors, Clinicol officers, Nurses, Phormocists, Loborotory Technologists omong
olhers. The Compony focilitoted oll the teoms which motivoted them to offer their
best during the comps.

Over '1300 people including 352 children drown from the 8 villoges of Viwondoni
slums nomely, Mukuru kwo Njengo, Mukuru Koyobo, Mukuru kwo Ruben, Kingstone,
Sinoi , Jomoico, Porodise ond Lungo Lungo were treoted during the free medicol
comp.

MIGOS! FREE MEDICAL CAMP - KISUMU COUNIY
The Kisumu event wos held on 29lh & 30th June 2019 ot the Migosi Sub- County
Hospitol. The turnoul wos foirly low compored lo the previous events in Momboso
ond Noirobi respectively becouse Kisumu County hos been running free medicol
compoigns os port of the pilot Counlies prior to the rolling out of the Universol Heolth
Core ((UHC) by the NotionolGovernment.

Offering on Helping hond: The Foundotion Monoger Ms. Bernice Lemedeket helps
on elderly potient boord o Bodo Bodo ofter receiving medicol treotment of the
Migosi Sub County Hospitol in Kisumu County on 30rh June 2019.
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Mr. Geoffrey Aroso. the KPC Phormoceuticol Technologist dispensing drugs os the
Phormocisl in-chorge during the Kisumu Medicolcomp.

A totol of 36 Medicol personnel drown from the County Government of Kisumu
including three from KPC Stoff Clinic offered services to the public for free during the
event which wos fully supported by the County Government officiols.

At the close of the medicol comp on Sundoy 30th June 2019, o totol number of 773
people from the locoloreo ond sunounding settlements ond estotes which included
158 children hod benefited from the successful medicolcomp.

PARTNERSHIPS

KPC through the Foundotion Deportment leveroged on existing portnerships to
orgonize lhe free medicol comps which were o huge success.

We ore indebted to the support moleriolly ond in kind by the vorious portners who
included the following:

. Notionol ond County Governments in Momboso, Noirobi ond Kisumu. For
providing the required medicol personnel, focilities ond security during the
comps.

. Beto Heolthcore donoled most of the dispensed to potients.
o Dowo Limited provided some drugs.
. Lions Eye Foundotion lhot offered free eye check-ups for the potients in

Momboso.
. Life Link lnternotionol Foundotion.
. Chemoquip Limited who donoted oll the reogents used in oll the three

comps.

SPONSORSHIPS

We sponsored the 2019 edilion of the onnuol Beyond Zero Holf Morothon lo the tune
of Kshs l2 million os port of the compoigns being steered by the First Lody, Morgoret
Kenyolto to improve heolth services for mother ond child in Kenyo.
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SUPPORI FOR SPORTING ACIIVITIES.

KPC sponsored the onnuolThonge Morolhon for the second yeor in Februory 2019

Primary $ctoot
::tqt

Getting reody ot the storting point
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Choirmon of the KPC Boord Mr. John Ngumiowords prizes lo one of the winners
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Ms. Bernice Lemedeket honds over o donotion of Kshs 1.5 million to Athletics Kenyo
on beholf of KPC.
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SFO Mr. Ezekiel Cheplumo honds over o dummy cheque of Kshs 2million to the
Choirmon of the Eldoret City Morothon, Mr. Moses Tonuiin April20l9.
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ENVIRONMENTAT SUSTAI NABI TITY STATEMENT
KPC hos in ploce o detoiled HSE policy thot guides its implementotion of
occupotionol heolth, sofety ond environmentol progroms. The policy olso includes
sociol performonce, in response to the lorge infrostructure projects the orgonizotion
undertokes.

KPC monogement recognizes ils responsibility to ensure oll reosonoble steps ore
token to protect ond preserve lhe environment in which it operotes; hozords ore
removed ond controlled. heolth preservotion ond injury protection of its employees,
customers ond other slokeholders.

The HSE policy guides the orgonizotion to comply with the low, include HSE ond
sustoinobility considerotions in oll compony operotions, ond ottoin continuol
improvement in our HSE Performonce. Sofety, Heolth, Environment & Quolity
Assuronce(SHEO) deportment's vision is to ochieve World closs sofety performonce
meosured os Zero fotolities, injuries, spills ond fires ond o prooctive sofety culture. The
implementotion of the HSE Monogement system folls in 4 buckets:

. Complionce with the locol legislotion ond industry best proctice

. Prevention of occidents

. Resource ond Copobility of stoff

. Sofety culture.

KPC complies to locol legislotion nomely Environment Monogement ond
Coordinotion Act 2012 Cop 387, Occupotionol Sofety ond Heolth Act, 2012 Cop
514, Energy Act, 2012Cop 314 ond Woter Act,20l6. KPC hos gone beyond locol
legislotion complionce to commit to inlernotionol certificotion in HSE monogement
for ISO 

.l4001 
Environmentol Monogement Stondord ond the 45001 on Occupotionol

Heolth ond Sofety. This internotionol certificotion ensures commitment to higher
stondords over ond obove the locol legislotive requirements on HSE Monogement.

Under the Prevention pillor, KPC undertokes Hozord ond Operobility (HAZOP) ond
Process Sofety Audits ond ossessments for oll its operotions ond come up with conlrol
meosures to prevent reolizotion of hozords, ond mitigotion meosures to reduce the
consequences of possible incidents. As o result, KPC hos in ploce site specific
emergency response plons. The resource ond copobility pillor oim to ensure thot
stoff corrying oul sofety criticol roles ore equipped to corry out their work effectively
in o sofe monner. Troining provided include, omong others, Emergency response
monogement ond incident commond, bosic firefighting courses. first oid, incident
investigotion, HSE committee ond environmentol sustoinobility troining.

The culture pillor torgets to ottoin o prooctive sofety culture. Progroms running under
this pillor include the Sofely week, World Environmenl Doy, reword ond recognition
progroms including the neor miss compoign. 2ol8l19 recorded o totol of 292
incidents including 248 neor misses contributing to 85% of oll incidents reported
during the period. Heodline Performonce lncidents: 2018/,l9 recorded one fotolity
ond Lost Time incident. These involved personnel working of one of the terminols.
Overoll, we oltoined o 57 percent reduction in incident recorded from the previous
yeor with from 6941o 292 incidents. This reduction is ottributed to increosed reporting
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in neor misses ond unsofe octs ond conditions thereby enhoncing oworeness
omong KPC stokeholders.

Neor misses ore incidents thot under slightly different circumstonces could hove
resulted in illness, injury, domoge to ossets, environment or compony repulotion, but
did not. Toking corrective oction on reported neor-misses, unsofe octs ond
conditions, prevents mojor occidents from hoppening. ln 2018/19,248 neor misses

were reported compored to 869 in the previous yeor.

This finonciol yeor hydro corbon releose incident registered I ZNo incidents. This wos
o reduction of neorly 40 percent from the previous yeor which registered 28No
incidents. This reduction is ottributed to the completion of Line V project os

compored to the previously in use Line lwhich wos on oged 4O-yeor-old. KPC os o
responsible corporote citizen olwoys ensure successful repoir of the line ond
undertoke environmentol remediotion for oll contominoted sites.

The Kiboko oil spill cleon-up, which wos os o result of o spilloge in Morch 2019 hos
been ongoing wilh vorious oversight ogencies been pleosed with the progress so for.
KPC hos been working closely with the communities to develop projects for
portnership, thot will benefit the community os port of community engogement in

response to incident monogement for joint mitigotion. These include provision of
woter ond bursories lo the locolcommunities in the offected oreos.

KPC commemoroted the World Environment Doy on 5th June 2019, through tree
plonting efforts throughout KPC focililies. KPC olso portnered with the Notionol
Environment Monogement Authority, to shore the messoge on oir pollution
sponsoring o workshop in Kisumu for tire burning ond sensitizotion of Kochok londfill
scovengers for minimoloir pollution from their octivities.

lncidenls comporison for FY 17/18 to FY l8l19

FY 2018-19
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FY 20t7-t8

Comporison between tY 17/18 ond l8l19

lncidents FY LT ILS and FY 18/19
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STAKEHOTDER ENGAGEMENT
ln FY2O18/19, the Compony further enhonced its stokeholder relotionship
monogement, o fundomentol port in ochieving torgeted revenue, by building more
intensive ond impoctful portnerships with oll the key octors in the petroleum sector.
Oil Morketing Componies (OMCs) ore lhe primory stokeholders to the Compony ond
they include: Multi-Nolionol Componies ond independent ployers.

ln FY20l8/19, the top ten (10) morketers commond o combined morket shore of
68.13% in KPC's system. compored to 67 J% in FY20l7 /18. They include: Vivo Energy
Kenyo Ltd. (16.40%); Totol Kenyo Plc ,15.13%); KenolKobil Limited (.|3.98%); Olo
Energy Kenyo Ltd. (4.44%); Notionol Oil Corporotion of Kenyo (3.77%); Gulf Energy
Ltd. (3.76%); Loke Oil (K) Lld. 12.97%); Oilcom (K) Ltd. {.2.96%); Hoss Petroleum Ltd.
(2.37%); ond Petro Oil (K) Lld. (2.35%).

Engogement wilh lndustry Ployers in lhe Export Morkel
As stipuloted under the Geogrophic Exponsion pillor of the Corporote Strotegic Plon
(CSP) 'Vision 2025', one of the key strotegic objectives is to grow the Compony's
morket shore to 90% ond be the leoding petroleum downstreom logisticol portner in
oll the countries of operotion. During the period under review, the Compony
developed eloborote exporl morket recovery slrotegies with o view to enhoncing
competitiveness in pipeline utilizotion.

Some of the key competitive recovery strotegies include:

o Winning morket shore in Ugondo
Approximotely ninety percent (90%) of Ugondo's onnuol petroleum consumption
needs ore met through the Northern Corridor Tronsit Route (NCTR) moking it the
lorgest export morkel for Kenyo. KPC enjoys opproximotely 60% of this shore on on
onnuol bosis while the bolonce is served lhrough other modes of tronsportotion such
os rood ond roil. The onnuol morkel size for the Ugondo morket is opproximotely 2.4

million cubic melers out of which 2.1 million cubic meters is imported through the
port of Momboso. The immediote opportunity for KPC is opproximotely 800,000
cubic meters per onnum which is cunently bypossing the pipeline vio rood from
Momboso depots.
The following meosures ore under implementotion to win bock the Ugondo exporl
morket:
Allocotion of speciol ulloge for Ugondon OMCs - enhoncement of infroslructurol
copocity to ensure oll Ugondo ond Rwondo export morket needs ore served
through the pipeline. With complelion of Momboso - Noirobi replocement pipeline
(Line 5), odditionol (133,000m3) tonks in NoirobiTerminol ond Kisumu Oil Jetty (KOJ),

KPC hos sufficient copocity lo meet oll lhe petroleum product needs for Ugondo
ond Rwondo morkets.
Review of export toriff with on underlying objeclive of mopping up lronsportotion of
tronsit products from Momboso ond Centrol Conidor Tronsit Route (CCTR) into lhe
pipeline
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Estoblishing o regionol lioison office in Kompolo, Ugondo, to focilitote reol-time
response to customers' needs which is criticol in building cuslomer confidence ond
ultimotely, fostering business sustenonce ond growth.
Morketing of KOJ through torgeted, bespoke discussions with key portners identified
in the commerciolizotion strotegy for the regionolwoterwoy focility.

Exporl morkel excursions in Democrolic Republic of Congo (DRC)
Strotegy Division speorheoded o moiden morketing study to the DR Congo morkel
segments in April 2019. The study covered the mojor commerciol towns of three
demorcoted petroleum supply regions, nomely: West Region (epicentred oround
Kinshoso); Eost Region (covering Gomo, Kisongoni ond Bunio) ond South Region
(epicentred oround Lubumboshi).
The moin objeclive of the study wos to scope ond size opportunities in the oil ond
gos sector with the oim of enhoncing morket shore ond footprint for KPC in Eost ond
South DRC which ore our mojor growth frontiers. The engogements in the Western
region were held in Kinshoso where relevont orms of government ond key decision
mokers from Oil Morketing Componies (OMCs) ore heodquortered.

Eost DRC is lorgely served from Western Kenyo, except for ports of Gomo, Bukovu
ond Kisongoni, which import products from the CCTR; thot is, from Dor es soloom,
through Rwondo. Findings from this morket study reveol opportunity to increose
KPC's morket shore in both Eost ond South DRC with intensive morket penelrotion
strotegies.
ln pursuit of the voried opportunities obtoinoble from the DRC morkets, vorious
stokeholders were engoged with the support of the Kenyon Embossy in DRC in
developing o colloborotion fromework between Kenyo ond DRC on opportunities in
oil ond gos through on expected M.O.U. to be signed by the two countries'
presidents loter in 2019.

Oi!& Power Conference in Soulh Sudon
Oil & Power Conference 201B wos ottended olongside Kenyo's Ministry of Petroleum
ond Mining (MoPM) in Soulh Sudon between 20th ond 22nd November 20]8 in Jubo,
South Sudon.

The Conference's key objective wos to morkel South Sudon os Eost Africo's only
moture oil producer, lhus o prime opportunity for the privole sector lo leveroge
South Sudon's plentiful oil resources. As key portners of South Sudon, KPC wos tosked
to: 1) fost-trock set up of o lioison office in Jubo; 2) provide speciol ulloge ollocotion
for the export morket with completion of Line 5; 3) review its toriff in development of
its export morket shore; ond 4) to engoge further to offer suitoble troining models for
copocity building on locol content.
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CEO Meetings
One-on-one CEO meetings were undertoken with Vivo Energy (K) Ltd., KenolKobil (K)

Ltd., ond Totol Ugondo Plc. A joint breokfost meeting wos held on 23rd August 2018

of the Sereno Hotel, Noirobi, thot sow high level decision moking in resolution of
outstonding customer issues thot required deliberotions through portnerships.

lnler-ogency colloborollons:
NonJoriff boniers (NTBs), product odulterotion, weighbridges ond rood blocks were
pointed out os counter-effective to strotegies lhot KPC is putting in ploce to regoin
its export morket shore dominonce in the region. ln view of this, concerted inter-

ogency efforts were propogoted os o meons of oddressing the issues in the Northern

Conidor ond effectively recoup the morkels.

. Kenyo Notionol Highwoys Authority (KeNHA) colloborotions including:

locolsensitlzotlon on oxle lood regulolions
Eost Africo Petroleum Tronsporters Associotion (EAPTA) wos formed.
Engoged Tronsporters on weighing lrucks of their multideck weighbridges to
determine the ollowoble oxle lood limits vis-d-vis truck tore weight. Per-truck limits to
be reconfigured in the KPC-SAP system os o control/ complionce meosure.
Meeting held between KPC's Monogement ond KeNHA oxle lood monogement in
July 2019 in o bid to obtoin per-oxle lood woiver for pelroleum product tonkers.
To ensure hormonizotion of oxle lood in Eost Africo, letters were written to the MoPM

ond discussions held with KeNHA to ensure oxle lood complionce by Tonzonio os

oligned to the Eost Africo Vehicle Lood ControlAct.
Subsequently;in April20l9, Tonzonio implemented the Eost Africo Vehicle Lood Acl.

. Energy & Pelroleum Regulolory Authority (EPRA):

Engogement with Petroleum Delivery Unit to impose on 'onti-odulterotion' tox on
llluminoting Kerosene (lK) to overt product odulterotion. Achieved through the
Finonce Act of 201B

Poge 42 | 110



KENYA PIPETINE COMPANY TIMITED

REPORT AND FINANCIAI. STATEMENTS FOR THE FINANCIAT YEAR
ENDED 30 JUNE 2019
A meeting between top Monogement of KPC ond EPRA wos held in October 2018
to shorten the time of issuonce of licenses to overt loss of business within the supply
choin.
EPRA system to ollow tronsporters to plon ond moke their opplicotions prior to expiry
of their existing license to reduce woiting time (which could hitherto be up to 50

doys).
Automote the confirmotion process of licensed trucks prior to looding.

. Presidenliol Delivery Unit (PDU)

Reports done of Monogement ond ministeriol level on the need to lift the bon on
trode of petroleum products to (North) Tonzonio.
Review of competitive disodvontoges of the NCTR versus the CCTR.

o Kenyo Revenue Authotity (KRA):

Engogements with KRA regionol heods in the looding depots to deploy more
personnelfor foster truck cleoronce of the looding depols.
Continuous engogement to fost-trock integrotion of SAP & ERP systems with
lntegroted Cusloms Monogement System - iCMS

Sustoined push for the Regionol Electronic Corgo Trocking System (RECTS) on wet
corgo os hos been successfully piloted for dry corgo.

. Ugondo Revenue Authority (URA):

lntegrotion between URA ond KPC systems for foster truck ond border cleoronce

Kenyo/Ugondo Roilwoys Corporotion
Revomp roil looding business in Eldoret: rehobilitotion of lines to support roil

tronsportotion of petroleum.
URC to consider rehobilitotion of Port Bell sidings to precipitote use of KOJ for
wogon-ferry.

. Eosl Africo Pelroleum Tronsporters (EAPTA)

Vorious sensitizotion forums held in Kenyo ond DRC to resolve Non-Toriff Boniers

(NTBs)

Commerciol strotegy discussions on lost-mile cosl reduction in the NCTR supply
choin.

a tocol Cuslomer forums

One-on-one interoctive sessions were held with OMCs to ensure Customer issues ore
elicited ond closed out within the finonciol yeor (FY). The customer forums, troining,
ond teom building for Customer focing stoff were undertoken in oll service delivery
poinls os follows: Kisumu in Februory 2019, Momboso ond Eldoret in Morch 2019,

Noirobi in April 2019 ond Nokuru in Moy 2019.
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. Customer Service Week
Customer Service Week wos held between I st ond 5th October 201B with the Theme
"Sustoining Customer Experience Excellence", under the oegis of lhe lnstitute of
Cuslomer Experience (lCX). KPC won on oword for "Excellence in Leodership
lnvolvement" during Customer Service Week lnnovotion Awords held on l3th
October 2019.

Some of lhe octivities for the service week included-cord sent to oppreciote stoff e-
cord sent lo OMCs ond other stokeholders to oppreciote business portnership, Coke
cutting for stoff od customers of oll looding stotions in oppreciotion, MD visit lo Totol
Kenyo Plc fuelstotion ond presentotion of gifl hompers of KPC Heod Office for being
the highest through-putler in the previous Finonciol Yeor.20l7l1B, MD medio
moment while fueling o vehicle. MD visit to the most-improved OMC, throughput-
wise - Vivo Energy Kenyo Ltd., MD oltended to customer colls of the Revenue
Accounting office, Cockloil porty in honor of customers held of Sereno Hotel,
Noirobi, Monogement Represenlotive visit to most-improved OMC outside the top
20 throughput list - One Petroleum, bosed in Momboso.

. Service Delivery Chorler
The KPC Service Delivery Chorler in both English ond Kiswohili were prominently
disployed of oll points of entry/service delivery ond olso uplooded on the
Compony's website ond Online Customer interfocing systems nomely: Customer
Portol ond Queue Monogemeni System (aMS). Employee sensitizotion ond
coscoding wos undertoken in oll service delivery points between lOlh ond 28th

September 2018. The Service Delivery Chorter wos tronscribed in Broille in English

ond Swohili in November 20i B.

Cuslomer Needs & Sotisfoction Survey
This wos undertoken in June 2019 with o Customer Sotisfoction lndex {CSI) of 79%

ochieved; which is 4% improvement from FY20l7l18 CSI of 75%. Customer needs
from the survey were idenlified for implementotion in FY 2019/20. Compliments ond
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comploints received during the period under review were ocknowledged,
registered ond closed out.

VesselScheduling Meetings (VSM) & Supply Coordinotion Meetings (SCM)

KPC hos been porticipoting in VSMs held by the industry on o fortnightly bosis to plon
for import cycles ond oddress industry chollenges. KPC hosted the SCM in
September 2018 to oppreciole its customers for their loyolty ond continued business
support.
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STATEMENT ON LEADERSHIP AND ETHICS
KPC Monogement is committed to promoting ond foslering on orgonizotionol
cullure thot does not tolerote ony octs of froud or corruption ond continues to strive
towords ensuring thot oppropriote structures ore instituted to focilitote
moinstreoming integrity ond promoling on ethicol culture in the Compony. To

ochieve this objective, the Compony hos pul in ploce vorious structures ond policies
to support this effort of minimizing conuption which includes: Moinstreoming of
lntegrity, ethics ond complionce inlo o fully-fledged Section imbedded in the
lnternol Audit Division to speorheod ond coordinote the lntegrity progrom
componyvvide; ln line with the government model provided in the Public Service
lntegrity Progrom Monuol, which is committee bosed, odopled o three-tier
operoting structure with o Monogement oversight Committee choired by lhe
Monoging Director ond members drown from the Executive Monogement teom to
oversighl the integrity progrom, o Secreloriot bosed of the heodquorters comprised
of representotives from mojor functionol oreos to work hond-in-hond with lhe
lntegrity Section to provide technicol support, ond seven Regionol Committees
bosed in the mojor Stotions with troined lntegrity Officers where stoff con report
suspected issues of corruption within their respective regions. Stoff ore encouroged
to report ony suspected incidences of corruption to ony of the Committees through
emoil, telephone, or verbolly without feor of reprisol. An ononymous emoil oddress -
report.corru ption @ kpc.co. ke. hos o lso provided for reportin g o nonymously.

Severol lntegrily policies hove been developed ond operotionolized os guidelines
for lhe stoff ond Stokeholders ond hove been mode ovoiloble on the KPC website -
www.kpc.co.ke. This includes the Code of Conduct ond Elhics to provide guidelines
on lhe ethicol volues os well os regulote lhe behovior, relotionships, ond octions of
stoff; the Gifl Policy to provide guidelines on the receiving ond giving of gifts,
declorotion ond disposol process, with the Gift registers ploced in oll lhe Compony
Depots/Stotions for eose of declorotion; the Anti-Conuption Policy, to outline the
roles ond responsibilities of vorious Officers in the conuption prevention process; ond
the Whistleblower Policy to encouroge stoff to report on suspecled conupt octivilies
ononymously while ossuring them proteclion ogoinsl reprisol.

To identify conupl prone oreos within the corporole processes, Corruption Risk

Assessments (CRA) ore regulody underioken, ond lhe Conuption
Prevention/Miligotion Plons developed. The recommendotions, once odopted ore
lhen possed lo the relevont deportments for implementotion wilh regulor follow-ups
ond reports lo Monogement ond other regulotory outhorities.

During the FY20l Bl2Ol9,lhe compony conied out CRA on four themolic oreos which
included: Operotions & Mointenonce; ICT; Procurement & Finonciol Monogemenl;
ond Poyroll Monogemenl ond onolysis of their likelihood of moteriolizing ond the
consequences lherein identified. Mitigotion plons to guide the compony to toke
necessory steps to ovoid or control lhe risks were developed.

As porl of the integrity strotegy, the Compony periodicolly conies out corruption
perceplion surveys ond corruption prevolence surveys in on exercise lhot involves
both internol ond externol stokeholders. These surveys ore oimed of identifying oreos
thot ore prone to conuption ond the ossocioted conuption levels. The results of the
surveys inform vorious corruption prevention inlerventions.
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The Monoging Director mointoins on 'open-door policy" ond encouroges stoff to
wolk into his office to report ony suspected conuption thot they moy be ofroid to
report through other chonnels ond hos circuloted the communique from the office
of the president providing o telephone number 0791333222 for use by onyone who
wishes to report conupt octivities/incidents ononymously to the presidency.

Nolrobi,
2019
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KENYA PIPETINE COMPANY LIMITED

REPORT AND FINANCIAT STATEMENTS FOR THE FINANCIAT YEAR ENDED

30 JUNE 2019

REPORT OF IHE DIRECIORS

The directors present their report together with the oudited finonciol stolements of
Kenyo Pipeline Compony Limiled (the "Compony") for the yeor ended 301h June
2019, which disclose the Compony's stote of offoirs.

ACT!VlIIES

The principol octivity of the compony is tronsporlotion ond storoge of refined
pelroleum products.

RESUTIS
Kshs

Profit before tox

Tox chorge

Profil otler lox for lhe yeor

Dole.

3,234,793,422

1,186,873,779

2,047,91?,643

DIV!DEND

The directors recommended ond shoreholders opproved poymenl of Kshs ll.5
Billion speciol dividend from the revenue reserves to Notionol Treosury (2018 - Kshs

300 Million).

DIRECIORS

The current directors ore os shown on poge 5 to 8.

AUDITORS

The Auditor Generol is responsible for the stotutory oudit of the compony's finonciol
stolemenls in occordonce with Article 229 of the Constilulion of Kenyo ond lhe
Public Audit Act 2015.

of the

Noirobi 7b 2oao
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STATEMENT OF DIRECIORS' RESPONSIBITITIES

Section Bl of lhe Public Finonce Monogement Act, 2012 ond cop 486 of the
Componies Act, require the Directors to prepore finonciol stotements in respect of
Kenyo Pipeline Compony Limited, which give o true ond foir view of the stote of
offoirs of the compony of the end of the finonciol yeor ond the operoting results of
the compony for thot yeor. The Directors ore olso required to ensure thot the
compony keeps proper occounting records which disclose with reosonoble
occurocy the finonciol position of the compony. The Directors ore olso responsible
for sofeguording the ossets of the compony.

The Directors ore responsible for the preporotion ond presentotion of the compony's
finonciol stotements, which give o true ond foir view of the stote of offoirs of the
compony for ond os of lhe end of the finonciol yeor ended on June 30. 2019. This
responsibility includes: (i) mointoining odequote finonciol monogement
orrongements ond ensuring thot these continue to be effective throughout the
reporting period; (ii) mointoining proper occounting records, which disclose with
reosonoble occurocy of ony time the finonciol position of the compony; (iii)
designing, implementing ond mointoining internol controls relevont to the
preporotion ond foir presentotion of lhe finonciolstotements, ond ensuring thot they
ore free from moteriol misstotements, whether due to enor or froud; (iv)
sofeguording the ossets of the compony; (v) selecting ond opplying oppropriote
occounting policies; ond (vi) moking occounting estimotes thot ore reosonoble in
lhe circumstonces.

The Directors occept responsibility for the compony's finonciol stotements, which
hove been prepored using oppropriote occounting policies supported by
reosonoble ond prudent judgements ond estimotes, in conformity with lnternotionol
Finonciol Reporting Stondords (IFRS), ond in the monner required by the PFM Act,
2012 ond the Componies Act. The Directors ore of the opinion lhot the compony's
finonciolstotements give o true ond foir view of the stole of compony's tronsoctions
during the finonciol yeor ended June 30,2019, ond of the compony's finonciol
position os of lhot June 30,20l9. The Direclors furtherconfirm the completeness of
the occounting records mointoined for the compony. which hove been relied upon
in the preporotion of the compony's finonciol stotements os well os the odequocy
of the systems of internol finonciolcontrol.

Nothing hos come to the ottention of the Directors to indicote thot the compony will
not remoin o going concern for of leost the next twelve months from the dote of this
stotement.
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Approvol of the finonciol stotements:

The entity's finonciol stotements were opproved by the Boord on
2020 ond signed on its beholf by:

Poge 50 | ll0



o Telephone: +254-(zo) 32140oo
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAL

En hanc i ng A c c o unta b i I ity

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 30o84-ooloo

NAIROBI

REPORT OF THE AUDITOR.GENERAL ON KENYA PIPELINE COMPANY LIMITED
FOR THE YEAR ENDED 30 JUNE, 2019

REPORT ON THE FINANCIAL STATEMENTS

Opinion

I have audited the accompanying financial statements of Kenya Pipeline Company
Limited set out on pages 52lo 103, which comprise the statement of financial position
as at 30 June, 2019, and the statement of profit or loss and other comprehensive
income, statement of changes in equity, statement of cash flows and statement of
comparison of budget and actual amounts for the year then ended, and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, the financia! statements present fairly, in all material respects, the
financial position of Kenya Pipeline Company Limited as at 30 June, 2019, and of its
financial performance and its cash flows for the year then ended, in accordance with
lnternational Financia! Reporting Standards (IFRS) and comply with the Companies Act,
2015.

Basis for Opinion

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

Emphasis of Matter

1. Parcels of Land Without Title Deeds

As disclosed in Note 17 to the financial statements, the statement of financial position
reflects several leasehold parcels of land valued at Kshs.4,835,251,272. As reported
in the previous audit reports, the land includes two parcels originally valued at
Kshs.1 ,100,000,000 but have no title deeds. Further, available information indicates that
the Title Deeds of two plots on which the Company's Embakasi and Mombasa depots
are located were issued in the name of Kenya Airports Authority (KAA) who are the legal
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owners of the larger piece of land from which the two parcels were hived-off. Although,
Management have explained that the National Lands Commission (NLC) has requested
the Kenya Airport Authority (KAA) to surrender the original title for issuance of sub{itles
for the two parcels, no Title Deeds have been issued to the Company yet.

2. Pending Contract Variation Glaims

As analyzed in Note 16 to the financial statements, the Property, Plant and Equipment
balance of Kshs.100,274,854,331 reflected in the statement of financial position as at
30 June, 2019 includes an amount of Kshs.S1 ,416,165,547 incurred on cost of works
on a new Mombasa-Nairobi Oil Pipeline commonly referred to as Line 5. As highlighted
in the previous audit, construction of Line 5 commenced in Ju|y,2014, following the
award of the tender at a cost of US$ 484,502,887 equivalent to Kshs.49,563,821,685.
At the time of completion of the pipeline in June, 2018, the Project Engineer had
submitted eight (8) variation orders totalling US$.38,109,717 (Kshs.3,898,559,263) out
of which only a sum of US$.17,445,639 (Kshs.1 ,784,659,212) was approved for
payment. The orders were reported to have resulted from change of design
specifications and omission of works in the initial contract.

Further, the contractor submitted five (5) Extension of Time (EoT) with claims amounting
to US$.204,511,827 (Kshs.20,921,212,232). However, the claims were contested by
the Project Engineer resulting in the appointment of an independent expert scheduler
in January, 2018 to verify the claims. The expert scheduler assessed the total amount
payable to the contractor for four of the EoTs to be US$.44,019,025
(Kshs.4,503,O71,425) down from the contractor's claim of US$.189,290,732
(Kshs.19,364,120,089). The fifth EoT claim of US$.15,221,095 (Kshs.1,557,092,143)
was not reviewed by the expert scheduler. Construction of the pipeline (Line 5) was
completed and the line commissioned during the year ended 30 June, 2018. However,
the contractor has filed a petition at the High Court seeking payment of the all claims
amounting to Kshs. 1 9,364,1 20,089.

At the time of conclusion of the audit, the ruling on the petition had not been made and
the matters may affect the carrying value of the pipeline in future.

3. Supply of Hydrant Pit Valves

As previously reported, the Company awarded a US$.6,409,492 (Kshs.655,680,136)
contract for the supply of hydrant pit valves and spare parts for two years' operations to
a vendor through direct procurement in February,2015 but, the procurement process
and award of the contract was found to have contravened the requirements of the Public
Procurement and Asset Disposal Act, 2015. ln mitigation, the Management indicated
that the vendor was invited to bid for the tender on account of being the original
manufacturer of the equipment, but no evidence was made available to validate this
assertion. ln the circumstances, the basis for the award of the tender to the vendor could
not be confirmed.

Whereas the spare parts delivered by the vendor were subject to EACC investigation,
the Company put them to use but only after the EACC authorized their use. However,
the value of the items is yet to be recorded in the Company books and are not included
in the assets reflected in the financial statements.
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ln addition, the Management did not provide a plausible explanation for procurement of
spares parts to cover two years of operations.

At the time of concluding this audit, the matter was in Court after investigation by the
Ethics and Anti-Corruption Commission (EACC) for prosecution.

4. Unused New Kisumu Oil Jetty

The statement of financial position as at 30 June, 2019, reflects property, plant and
equipment with a net book value of Kshs.100,274,854,331. The assets include an oil
jetty at Kisumu built at a cost of Kshs.2,056,719,681. Construction works on the jetty
were executed from May, 2017 to March, 2018 when the jetty was completed and
handed over to the Company by the Contractor. The assets were thereafter capitalized
in 201712018, and as at 30 June, 2019 had been depreciated by Kshs.158,039,409.87.
The jetty was constructed under the Northern Corridor lntegration Projects portfolio of
the East African Community with a view to improve the distribution of refined petroleum
products to Uganda and other neighbouring countries. However, the jetty has remained
unused due to lack of infrastructure for receipt and storage of the products in Uganda.
Although Management have indicated that some progress has been made in
construction of one of the two planned similar jetties in Uganda, there is no certainty
when these will be completed and operationalized.

Therefore, the country is not deriving any value from the use of the jetty. Further delay
in operationalization of the Project may require the Kisumu Jetty assets to be assessed
for impairment of their book values.

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

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. I have determined that there are no
other key audit matters to communicate in my report.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Gonclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on Compliance
with Lawfulness and Effectiveness in Use of Public Resources section of my report, I

confirm that, nothing else has come to my attention to cause me to believe that public
resources have not been applied laMully and in an effective way.

Basis for Conclusion

Un-procedural Procurement of Consultancy Services

Note 10 to the financial statements reflected expenditure on consultancy fees totalling
Kshs.488,236,993. The amount includes Kshs.15,087,804 paid to a Consultant for
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undertaking forensic and security investigations at the Company. A review of the
procurement process revealed that the request for proposal was issued out on
8 March, 2018, evaluation of technical and financial proposals was done on
18 and 19 March, 2018 while the contract award letter was issued on 8 May, 2018.
Subsequently, the contract was signed on 12 June, 2018.

However, examination of documents submitted by the Consultant for payment, implied
that the Consultant was hired way before the procurement process started. For
instance, the first payment amounting to Kshs.1,500,000 was made on 8 March, 2018,
the same date the request for proposal was issued. This payment was supported by an
invoice dated 5 March, 2018 which was long before the contract was signed.

ln addition, the advance payment was not supported by a bank guarantee as required
in the contract and as provided under Section 146 of the Public Procurement and
Disposal Act,2015.

ln view of the foregoing, the Management is in breach of Section 146 and 147 of the
Public Procurement and Disposal Act, 2015.

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

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1Xa) of the Public Audit Act, 2015, based on the procedures
performed, except for the matter described in the Conclusion on Effectiveness of
lnternal Controls, Risk Management and Overall Governance section of my report, I

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

Basis for Conclusion

1. Poor Project Management

1.1 Delays in Gompletion of Projects

During the year under review, 74 Projects were listed as ongoing in the Company's
records. Sixteen (16) of the Projects were audited and eleven (11) Projects with an
accumulated costs of Kshs.1 ,874,440,186.11 and representing 69% of the sample were
found to be behind their respective execution schedules. Three (3) of the delayed
Projects with an accumulated costs of Kshs.122,290,830.04 had stalled after their
contracts expired or were terminated.
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Further, a review of the Company's Project Management System disclosed absence of
robust, documented risk assessment and Project monitoring during Project life cycles.
Project delay risks were not identified and mitigated in time. ln addition, no monitoring
through a matrix designed to assess Project management controls and feed the
information into a Project risk register for action was put to use.

Delays in Project completion deny taxpayers expected services and could result in
increased Project costs overruns and wastage of public resources.

1.2 Delays in Granting Extension of Time Requests

There were delays in processing of Extension of Time (EoT) requests filed by
contractors and as a result, some contracts expired before the respective Projects were
completed. For example, at the time of the audit, contracts for five (5) Projects had
expired but the works could not continue before extension of time requests were
granted. Similarly, works on two (2) projects were ongoing although the respective
expired contracts had not been extended.

Execution of Projects outside their respective contracted periods pose significant legat
and material risks to the Company and, further, may cause undue delay in completion
of works.

2. Lack of Financial Expert in the Board

The Mwongozo, a code of governance for state corporations outlines governance
principles on appointment of Directors to State Corporations. The principles require at
least one board member to be a financial expert, with necessary qualifications and
expertise in financial management or accounting and in addition, be a bona fide member
of a profession compliant with the requirements of the profession's membership.
However, biodata of the existing Company's Directors during the year under review,
indicated that none possessed formal financial expertise as defined in the Mwongozo
guidelines.

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

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

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

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

ln my opinion, adequate accounting records have been kept by the Company, so
far as appears from the examination of those records; and
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ilt. The financial statements are in agreement with the accounting records and
returns.

Responsibilities of Management and those Charged with Governance

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

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

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

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

Those charged with governance are responsible for overseeing the financial reporting
process, reviewing the effectiveness of how the entity monitors compliance with relevant
legislative and regulatory requirements, ensuring that effective processes and systems
are in place to address key roles and responsibilities in relation to governance and risk
management, and ensuring the adequacy and effectiveness of the control environment.

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor's report that includes my opinion in accordance with the
provisions of Section 48 of the Public Audit 4ct,2015 and submit the audit report in
compliance with Article 229(7) of the Constitution. Reasonable assurance is a high level
of assurance, but is not a guarantee that an audit conducted in accordance with lSSAls
will always detect a material misstatement and weakness when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements.

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

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

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

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

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

a

a

a

a

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

Conclude on the appropriateness of the Management's use of the going concern
basis of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company's ability to continue as a going concern or to sustain its services. lf I

conclude that a material uncertainty exists, I am required to draw attention in the
auditor's report to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify my opinion. My conclusions are based on the
audit evidence obtained up to the date of my audit report. However, future events or
conditions may cause the Company to cease to continue as a going concern.

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

Report of the Auditor-General on Kenya Pipeline Company Limited.for the year ended 30 June, 2019
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a Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Company to express an opinion on the financial
statements.

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

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

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

AUDITOR.GENERAL

Nairobi

29 September,2020
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KENYA PIPETINE COMPANY TIMITED
REPORT AND FINANCIAT STATEMENTS FOR THE FINANCIAT
YEAR ENDED 30 JUNE 2019

SIAIEMENI OF PROFIT OR IOSS AND OIHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 3OTH JUNE 2OI9

Nole

2019

Kshs

31,457,618,208

(14,259,924,080l'

77,197,694,127

415,798,178

494,176,891

(1s,366,791)

(2,3OO,298,s27)

16,437,672,470)

rc,119,s37,9861

3,2U,793,422

11,186,873,779)

2,047,91?,643

2,047,?1?,643

2018

Kshs

27,705,848,487

(l l ,l35,zl 2,4781

16,570,136,009

452,661,842

351,443,636

629,309,782

(218,O4s)

(s,642,393,932)

12,360,939,293

(3,792,86s,se7)

8,568,073,696

332,039, r 04

(99,611 ,731)

(232,427,3731

8,800.501.069

Kshs
471

REVENUE

DIRECT COSTS

GROSS PROFIT

OTHER INCOME

INTEREST INCOME

FOREIGN EXCHANGE
GAINS/(LOSSES)

FINANCE COSTS

ADMIN ISTRATION EXPENS ES

PROVISION FOR BAD DEBTS

PROFII BEFORE TAXAIION

TAXATION CHARGE

PROFIT AFTER TAXAIION

6

7

B

9(o)

e(b)

l3

e(c)

l0(o)

10(bl

OTHER COMPREHENSIVE
TNCOME (OCt)/ (LOSS)

Iiems thot will not be reclossified
subsequently to profit or loss;
Re-meosurement (Other
Comprehensive lncome - DB
Retirement Benefit Scheme)

Defened tox on OCI

OTHER COMPREHENSIVE LOSS

TOTAL COMPREHENSIVE
INCOME FOR THE YEAR

Kshs
lt3Eornings per Shore 14
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KENYA PIPEI.INE COMPANY TIMITED

REPORT AND FINANCIAT STATEMENTS FOR THE FINANCIAT
YEAR ENDED 30 JUNE 2019

STATEMENT OF FINANCIAT POSTIION
AS AT 3OTH JUNE 2OI9

ASSEIS
Non-Cunent Assels

Property, plont ond
Leosehold lond
lntongible ossets
lnvestments
Retirement benefits
Trode ond other receivobles

Totol Non-Currenl ossels

Cunenl Assets
lnventories

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

201?
Kshs

100,274,854,331
4,835,2s1,272

414,431 ,974
35,306,359

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

2,232,089,622

10,488,462,618

997 ,416,079
9,O59,660,261
3,809,591,698

26,567.220,278
135,560.574.560

363,466,007
512,288,916

8l,r0t,336,056
1o,oo4,768,990

10,265,253, r 00
21,364,418,281

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

300,000,000
4,382,134,978

1t,948,543,209

135,560,574,560

2018
Kshs

104,869,093,834
4,999,883,570

562,168,054
36,306.359

1 ,28s,627,233
r ,263,89 r ,l8t

2,266,017,444

I 4,390,380,1 66

1,098,174,701
4,815,214,935

443,569,702

23,013.352,948
136,030,323,17?

363,466,007
512,288,916

79,453,O28,143
10,oo4,768,990

9,154,1 53,085
25,425,678,726

6,706,678,215
80,000,000

4,330,251,097
77,116,929,312

136,030,323,179

Nole

t6
t7
t8
l9(o)
20
22

21

22

23
23

108,993,354,282 113,016,970,230

o
b

TotolCunenl Assels

TololAssels

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

Non-Current liobilities
Deferred toxotion
Syndicoted Lono Term Loon

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

91,981,859,969 90,333,552,056

25
27

31,630,171,382 34,579,841,812

Tolo! Shoreholder's Funds ond
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KENYA PIPEIINE COMPANY TIMITED

REPORT AND IINANCIAT STATEMENTS FOR THE FINANCIAT
YEAR ENDED 30 JUNE 2019
The fino Islotements on poges 52 to l l0 were opproved ond outhorized
for issue Boord of Directom on... .........2020 ond signed on
their

Boord Chr Heod Finonce
John Ng Plus

ICPAK NO:
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KENYA PIPETINE COMPANY TIMITED

REPORT AND FINANCIAL STATEMENTS FOR THE FINANCIAT
YEAR ENDED 30 JUNE 2019

STATEMENI OF CHANGES IN EQUIIY

FOR THE YEAR ENDED 3OIH JUNE 2OI9

Shore
Copitol

Kshs
363,466,OO7

Shore
Premium

Kshs
512,288,916

Reloined
eornings

Kshs
70,967,940,523

Revoluotion
Reserve

Kshs
10,004,768,990

TotolEqufi

Kshs
81,u8,464,436As ot lst July

2017
Profit for the
yeor
Dividends
poyoble
Other
Comprehensive
lncome (OCl)
Adjustment to
RB Asset
Defened Tox in
FY 2OIB OCI
As ol I July
2018

8,568,O73,696

(300,000,000)

232,427,373

- 99,611 ,731

- (r r s,02s, r 80)

363,466,007 512,288,916 79,453,028,143

8,568,073,696

(300,000,000)

232,427,373

99,611 ,731

(l 1s,025,180)

10,004,768,990 90,333,552,056

Profit for the
yeor
Dividends
Poyoble
Under Provision
of Defened tox
in prior yeor
As ol 30 June
2019

2,047,919,643

(300,000,000)

(99,611,730)

363,466,007 512,288,?16 8t,101,336,056 10,004,768,990

2,047,919,643

(300,000,000)

199,611 ,730)

91,?81.859.969
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KENYA PIPETINE COMPANY IIMITED
REPORT AND FINANCIAT STATEMENTS FOR THE FINANCIAI
YEAR ENDED 30 JUNE 2019

STATEMENT OF CASH FTOWS

FOR IHE YEAR ENDED 3OTH JUNE 2OI9

CASH FTOWS FROM OPERATING ACIIVITIES
Cosh generoted from operotions

lnterest received

lnterest expense

lncome lox poid

Withholding ond Advonce toxes poid

Net cosh generoted from operoling
oclivities

CASH FTOWS FROM INVESTING ACIIVITIES

Purchose of property, plont ond
equipment
Proceeds from disposolof properly, plont
ond equipment
Purchose of intongible ossets

Purchose of investment - KPRL

Nel cosh flows used in invesling oclfuities

CASH FTOWS FROM FINANCING ACIIVITIES
Loon Drowdown

Dividends poid

Repoyment of bonowings

Net cosh flows from finoncing oclivities

NEI INCREASE IN CASH AND CASH
EQUIVATENTS

CASH AND CASH EQUIVATENTS AI
BEGINNTNG OF THE PERIOD

CASH AND CASH EQUIVATENIS AT END OF
THE YEAR

1s4,140,873)

14,993,41?,364 3,195,240,413

Nole

28(o)

e(o)

e(o)

2019
Kshs

r 6,853,581,873

494,176,891

(2,300,298,s27)

r 6 (1,783,922,667)

12,203,400

l8 (394,869,291)

(862,608,481)

2018
Kshs

2,900,547,504

351,443,636

(2r 8.04s)

(20,03r,589)

(35,s0r,093)

le,g&s,41s,e4s)

41,527

(36,674,610)

(3,O2?,1?7,0391 (10,022,049,028)

(4.3s3,75s,00s)

8,923,956,215

(300,000,000)

(4,08O,67s,128)

(4,353,755,003) 4,543,281,087

7,610,467,323 (2,283,527,528)

5,258,784,637 7,542,312,165

12,869,257,959 5,258,784,637
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t

KENYA PIPELINE COMPAIIY LIMITED
REPORTS AND FINAIiCIAL STATEMENTS FOR THE FINAIYCIAL
ENDED 3OTH JUN[. 2OI9

Remorks:

i) Throughput revenue for the yeor wos I l% below budget moinly due to
decline in the export morket ond enotic uplifts by Oil Morketing Componies
(OMCs) in the locolmorket.

ii) Finonce lncome increosed significontly due to growth in income from short
lerm deposits.

iii) Shortfoll in other income of 24% is moinly due to inobility of Morendot Troining
ond Conference Centre (MTCC) to ochieve revenue torgets

iv) Direct ond odministrotion costs decreosed by 50% ond 22% below budget
respectively due to prudent cost monogement initiotives during lhe yeor.

v) Depreciotion expense increosed by 53% obove budget due to copitolizotion
of the 2Ginch Line 5 pipeline ond odditionolstoroge tonks ot Noirobiterminol.

vi) Finonce costs increosed obove budget by 18% due to Loon lnterest expense,
os LIBOR rote increosed to on overoge of 2.8% from the budget rote of 2.3%.
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KENYA PIPETINE COMPANY TIMITED

REPORTS AND FINANCIAT STATEMENTS FOR THE FINANCIAT ENDED
3OIH JUNE 201?

NOIES TO THE FINANCIAI STAIEMENTS
FOR THE YEAR ENDED 3OTH JUNE 2OI9

I. GENERAT INFORMATION
Kenyo Pipeline Compony is estoblished by ond derives its outhority ond
occountobilily from the Compony Act, Cop 486 of the lows of Kenyo. The entity is

wholly owned by the Government of Kenyo ond is domiciled in Kenyo. The entity's
principol octivity is to provide efficient, relioble, sofe ond cost-effective meons of
tronsporting petroleum products from Momboso to the hinterlond.

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

2. STATEMENI OF COMPI.IANCE AND BASIS OF PREPARAIION
The finonciol stotements hove been prepored on o historicol cost bosis except for
the meosurement of re-volued omounts of certoin items of property, plont ond
equipment, morketoble securities ond finonciol instruments of foir volue, impoired
ossets of their estimoted recoveroble omounts ond octuoriolly determined liobilities
of their present volue. The preporotion of finonciol stotements in conformity wilh
lnternotionol Finonciol Reporting Stondords (IFRS) ollows lhe use of estimotes ond
ossumptions. lt olso requires monogement to exercise judgement in the process of
opplying the entity's occounting policies. The oreos involving o higher degree of
judgement or complexity, or where ossumptions ond estimotes ore significont to the
finonciol stotements, ore disclosed in notes. The finonciol slotements hove been
prepored ond presented in Kenyo Shillings, which is the functionol ond reporting
curency of Kenyo Pipeline Compony.

The finonciolstotements hove been prepored in occordonce with the PFM Act, the
Compony Act, Cop 486 of the lows of Kenyo, ond lnternotionol Finonciol Reporting
Stondords (IFRS). The occounting policies odopted hove been consistently opplied
to ollthe yeors presenled.

3. APPTICAIION OI NEW AND REVISED INTERNATIONAT FINANCIAT REPORTTNG

STANDARDS (rFRS)

i) Relevonl new slondords ond omendmenls lo published slondords effeclfue
for lhe yeor ended 30 June 2019
IFRS l6: leoses

The new stondord, effective for onnuol periods beginning on or ofter lst Jonuory
2019, introduces o new lessee occounting model, which requires o lessee to
recognize ossets ond liobilities for oll leoses with o term of more thon l2 months,
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KENYA PIPELINE COMPANY TIMITED

REPORTS AND FINANCIAI STATEMENTS FOR THE FINANCIAI ENDED

3OTH JUNE 2019

NOrES TOTHE F,NANC,AL SIAIEMENIS (Conlinued)
3. APPLICATION OF NE}ry AND REY'SED 

'NIERNAT'ONAI. 
F'NANC'AI. REPORI'NG

STANDARDS (,FRS) (Conlinued)

D Releyonl new sfondords ond omendmenfs lo published slondords effeclive
for lhe yeor ended 30 June 20l9(Continued)

unless the underlying osset is of low volue. A lessee is required to recognise o right-of-

use ossel representing its right to use the underlying leosed osset ond o leose liobility

representing its obligotion to moke leose poyments.

Applicotion of IFRS l6 requires righl-of-use ossets ond leose liobilities to be
recognized in respect of most operoting leoses where lhe Compony is the lessee.

IFRIC 23: Uncerlointy Over income lox lreolmenls

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

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

o Whether tox treotments should be considered collectively
o Assumptionsfortoxotion outhorities' exominolions
. The determinotion of toxoble profit (tox loss), tox boses, unused tox

losses, unused tox credits ond tox rotes
. The effecl of chonges in focls ond circumstonces

Amendmenls fo ,FRS 9 titled Prepoyment Feofures wifh Negolive Compensofion
(issued in Oclober 20lO
The omendments, opplicoble lo onnuol periods beginning on or ofter I Jonuory
2019, ollow enlities to meosure pre-poyoble finonciol ossets with negotive
compensotion of omortized cost or foir volue lhrough other comprehensive income
if o specified condition is met.

Amendmenls fo tAS 28 tilled Long-term lnleresls in Associofes ond Joinf Venfures

(issued in Oclober 20lO
The omendments, opplicoble to onnuol periods beginning on or ofter lst Jonuory
2019, clorify lhol on enlily opplies IFRS 9, rolher thon IAS 28. in occounting for long-

term interests in ossociotes ond joint venlures.

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

December 2017.

The omendments, opplicoble to onnuol periods beginning on or ofter lst Jonuory
2019, provide odditionol guidonce on opplying the ocquisition method to porticulor

types of business combinotion.
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KENYA PIPETINE COMPANY TIMITED

REPORTS AND FINANCIAI STATEMENTS FOR THE FINANCIAT ENDED
3OTH JUNE 2019

NOIES TOTHE F,NANCTAI SIATEMENfS (Conlinued)
3. APPLICATION OF NEI,V AND REY'SED 

'NIERNAT'ONAI 
F'NANC'AI. REPORI'NG

STANDARDS (,FRS) (Conlinued)

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

Amendmenfs fo ,FRS I I - Annuol lmprovemenfs lo IFRSs 2015-2017 Cycle, issued in
December 2017

The omendments, opplicoble to onnuol periods beginning on or ofter lst Jonuory
2019, clorify thot when on entity obtoins joint conlrol of o business thot is o joint
operotion, it does not re-meosure its previously held interests

Amendmenfs fo IAS 12 - Annuol lmprovemenfs lo IFRSs 2015-2017 Cycle, issued in
December 2017

The omendments, opplicoble to onnuol periods beginning on or ofter lst Jonuory
2019, clorify thot oll income tox consequences of dividends should be recognized
when o liobility to poy o divldend is recognized, ond thot these income tox
consequences should be recognized in profit or loss, other comprehensive income
or equity occording to where the entity originolly recognized the tronsoctions to
which they ore linked.

Amendmenls fo IAS 23 - Annuol lmprovemenfs lo IFRSs 2015-2017 Cycle, issued in
December 2017

The omendments, opplicoble to onnuol periods beginning on or ofter lst Jonuory
2019, clorify thot the costs of bonowings mode specificolly for the purpose of
obtoining o quolifying osset thot is substontiolly completed con be included in the
determinotion of the weighted overoge of bonowing costs for other quolifying
ossets.

Amendmenfs fo ,AS I9 litled Plon Amendmenl, Curloilmen| or Sefflemenf (ssued in
Februory 2018)

The omendments, opplicoble to plon omendments, curtoilments or settlements
occuning on or ofter the beginning of the first onnuol reporting period thot begins
on or ofter I st Jonuory 2019, requires on entity to use updoted octuoriol ossumplions
to determine cunent service cost ond net interest for the remoinder of the onnuol
reporting period ofter the plon omendment, curtoilment or settlement when the
entity re-meosures its net defined benefit liobility (osset) in the monner specified in
the omended stondord.

Ihe obove new ond revised lnternotionol finonciol repofiing slondords were
effecfive in lhe curren| yeor ond fhe direcfors of fhe compctny do not onlicipate lho/.
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KENYA PIPETINE COMPANY TIMITED

REPORTS AND FINANCIAT STATEMENTS FOR THE FINANCIAT ENDED

3OTH JUNE 2OI9
oppticotion of lhese Amendmenls/lnlerprefofions will hove significont impocl on lhe
co m p o ny fi nonciol sfofemenfs.

NOIES TO THE FINANCIAI STATEMENTS (Continued)

3. APPTICATION OF NEW AND REVISED INTERNAIIONAT TINANCIAT REPORTING

STANDARDS (IFRS) (Continued)

iD New ond omended stondords ond inlerprelolions in issue bul not yel
effective in lhe yeor ended 30 June 2019

IFRS l7 lnsuronce Conhocts (lssued l8 Moy 2017)

IFRS l7 requires insuronce liobilities to be meosured of o current fulfillment volue ond
provides o more uniform meosurement ond presentotion opprooch for oll insuronce
controcts. These requirements ore designed to ochieve the gool of o consistent,
principle-bosed occounting for insuronce controcts. IFRS l7 supersedes IFRS 4

lnsuronce Controcts os of I Jonuory 2021.

Amendmenls lo References lo lhe Concepluol Fromework in IFRS Slondords (lssued

29 Morch 2018- Applicoble for onnuol periods beginning 1 Jonuory 2O2O)

Together with the revised Concepluol Fromework published in Morch 2018. the IASB

olso issued Amendments lo References to the Conceptuol Fromework in IFRS

Stondords. The document contoins omendments lo IFRS 2, IFRS 3, IFRS 6, IFRS 
.l4, 

IAS

l.lASB, lAS34, lAS3/, lAS38, IFRIC 12, IFRIC 19, lFRlC20, lFRlC22,ond SIC-32.Notoll
omendmenls, however updote those pronouncements with regord lo references to
ond quotes from the fromework so thot they refer to the revised Conceptuol
Fromework. Some pronouncemenls ore only updoted to indicote which version of
the fromework they ore referencing to (lhe IASC fromework odopted by the IASB in

2001, the IASB fromework of 2010, or the new revised fromework of 2018) or to
indicote lhot definitions in the stondord hove not been updoted with lhe new
definitions developed in the revised Conceptuol Fromework.

Ihe Direclors do nol plon |o opply ony of lhe obove unlil lhey become effecfive.
Bosed on lheir ossessmenl of ihe polentiol impocl of opplicolion of fhe obove, lhey
do nol expecf lhof lhere will be o signifrconi impoct on the compony's finonciol
sfofemenfs.
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3. APPTICAIION OF NEW AND REVISED INTERNAIIONAT FINANCIAT REPORTING

STANDARDS (IFRS) (Continued)

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

4. SUMMARY OF SIGNIFICANT ACCOUNTING POTIClES

The principle occounting policies odopted in the preporotion of these finonciol
stotemenls ore set out below:

o) Revenue recognilion
Revenue is recognized to the extent thot it is proboble thot future economic
benefits will flow lo the compony ond the revenue con be reliobly meosured.
Revenue is recognised of the foir volue of considerotion received or expected to be
received in the ordinory course of the entity's octivities, net of volue-odded tox
(VAT), where opplicoble, ond when specific criterio hove been met for eoch of the
entity's octivities os described below.

i) Revenue from lronsporlolion ond sloroge of pekoleum producls; is

recognised in lhe yeor in which the compony delivers services to the
cuslomer, the customer hos occepted the service ond collectobility of the
reloted receivobles is reosonobly ossured.

ii) Finonce income comprises interest receivoble from bonk deposils ond
investment in securities ond is recognised in profit or loss on o time proportion
bosis using the effective interest rote method.

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

iv) Renlo! income is recognised in the income slotement os it occrues using the
effective leose ogreements.

v) Other income is recognised os it occrues.
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NOTES IO IHE FINANCIAL SIATEMENTS (Continued)

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

b) Property, plonl ond equipmenl
All cotegories of property, plont ond equipment ore initiolly recorded of cost
less occumuloled depreciolion ond impoirment losses.

Certoin cotegories of property, plont ond equipment ore subsequently
conied of re-volued omounts, being lheir foir volue of the dote of re-

voluotion less ony subsequent occumuloted depreciotion ond impoirment
losses. Where re-meosurement of re-volued omounts is desired, oll items in on
osset cotegory ore re-volued through periodic voluotions conied oul by
independenl exlernol voluers.

lncreoses in the corrying omounts of ossets orising from re-voluotion ore
credited to olher comprehensive income. Decreoses thot offset previous

increoses in lhe corrying omount of the some osset ore chorged ogoinst the
revoluotion reserye occount; oll olher decreoses ore chorged to profit or loss

in the income stotement.

Goins ond losses on disposol of items of property, plont ond equipment ore
determined by comporing the proceeds from lhe disposol with the net
corrying omount of the items ond ore recognised in profit or loss in the
income stolement.

c) Depreciotion ond impoirment of property, plonl ond equipmenl
Freehold lond ond copitolwork in progress ore not deprecioted. Copitolwork
in progress relotes moinly to the costs of ongoing but incomplete works on

buildings ond other civilworks ond instollotions.

Depreciotion on property, plont ond equipmenl is recognised in the income
stotement on o slroighl-line bosis to write down the cost of eoch osset or lhe
re-volued omount to its residuolvolue over its estimoted useful life. The onnuol
rotes in use ore;
Freehold lond Nil

Buildings - residenliol 3% or period of leose whichever is less

Buildings - industriol 4% or period of leose whichever is less

Show ground povilion,
wooden ond fences 20%

Pipeline ond tonks 4%
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4. SUMMARY Ot SIGNIFICANT ACCOUNTING POIICIES (Contlnued)

Pumps, tronsformers ond switch-geor
Furniture, fittings ond equipment
Roods
Helicopters
Motor vehicles
Computers

ECtlJ/o

10%

20%

20%

25%

33%

A proroted depreciotion chorge is recognised both in the yeor of osset
purchose ond in the yeor of osset disposol. ltems of property, plont ond
equipment ore reviewed onnuolly for impoirment. Where the corrying
omount of on osset is ossessed os greoter thon its estimoted recoveroble
omount, on impoirment loss is recognised so thot the osset is written down
immediotely to its estimoted recoveroble omount.

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

e) Amorlizolion ond impoirment of inlongible ossels
Amorlizotion is colculoted on the stroight-line bosis over the estimoted
useful life of computer softwore of three yeors.
All computer softwore is reviewed onnuolly for impoirment. Where the
corrying omount of on intongible osset is ossessed os greoter thon its

estimoted recoveroble omount, on impoirmenl loss is recognised so thot
the ossel is writlen down immediotely to its estimoted recoveroble
omount.

f) Investment property
Buildings, or port of o building (freehold or held under o finonce leose)
ond lond (freehold or held under on operoting leose) held for long term
rentolyields ond/or copitol oppreciotion, ond which ore not occupied by
the entity, ore clossified os investment property under non-current ossets.
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4. SUMMARY OF SIGNIFICANT ACCOUNIING POIICIES (Continued)

lnvestmenl property is conied of foir volue, representing open morkel
volue delermined periodicolly by independent externol volues. Chonges
in foir volues ore included in profit or loss in the income stotement.

g) Finonce ond operoling leoses

Leoses which confer substontiolly oll the risks ond rewords of ownership to
the entity ore clossified os finonce leoses. Upon initiol recognition. the
leosed osset is meosured of on omount equol to the lower of its foir volue

ond the present volue of the minimum leose poyments, ond lhe osset is

subsequently occounted for in occordonce with lhe occounting policy
opplicoble to thot osset.

All olher leoses ore lreoted os operoting leoses ond lhe leosed ossets ore
recognised in the stotement of finonciol position to lhe extenl of prepoid
leose rentols of the end of the yeor. Poyments mode under operoting
leoses ore recognised in profit or loss on o stroight-line bosis over the term

of the leose. Leose incentives received ore recognised os on integrol port

of the tolol leose expense over lhe term of the leose.

h) Fixed interesl inveslmenls (bonds)
Fixed interest investmenls refer to investment funds ploced under Centrol
Bonk of Kenyo (CBK) long-term infrostructure bonds ond other corporote
bonds with the intenlion of eorning interest income upon the bond's
disposol or molurily. Fixed interesl investments ore freely troded of the
Noirobi Securities Exchonge. The bonds ore meosured of foir volue
through profit or loss.

Quoted inveslmenls
Quoted invesfments ore clossified os non-cunent ossets ond comprise
morketoble securities troded freely of the Noirobi Securities Exchonge or
other regionol ond internotionol securities exchonges. Quoted
investments ore stoted of foir volue.

i)
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4. SUMMARY OF SIGNIFICANI ACCOUNIING POLICIES (Continued)

Unquoled investments
Unquoted investments stoted of cost under non-current ossets ond
comprise equity shores held in olher Government owned or controlled
entities.

k) lnvenlories
lnventories ore stoted of the lower of cost ond net reolisoble volue. The

cost of inventories comprises purchose price, import duties, tronsportotion
ond honding chorges, ond is determined on the moving overoge price
method.

!) Irode ond olher receivobles
Trode ond other receivobles ore recognised oi foir volues less ollowonces
for ony uncollectible omounts. These ore ossessed for impoirment on o
continuing bosis. An estimote is mode of doubtful receivobles bosed on o
review of oll outstonding omounts of the yeor end. Bod debts ore written
off ofter oll efforts of recovery hove been exhousted.

m) Ioxolion

Currenl income lox

Cunent income tox ossets ond liobililies for the cunent period ore
meosured of the omounl expected to be recovered from or poid to the
toxotion oulhorities. The tox rotes ond tox lows used to compute the
omount ore those thot ore enocted or substontively enocted, of the
reporting dote in the oreo where the Entity operotes ond generotes
toxoble income. Cunent income tox reloting to items recognized directly
in net ossets is recognized in net ossets ond not in the stotement of
finonciol performonce.

Current income tox ossets ond liobilities for the cunent period ore
meosured of the omount expected to be recovered from or poid to lhe
toxotion outhorities. The tox rotes ond tox lows used to compule the
omount ore those thot ore enocted or substontively enocted, of the
reporting dote in the oreo where the entiiy operotes ond generotes
toxoble income. Cunent income tox reloting to ilems recognized direclly

i)
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4. SUMI ARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Currenl income tox (Continued)

in net ossets is recognized in net ossets ond Monogement periodicolly
evoluotes positions token in the tox returns with respect to situotions in

which opplicoble tox regulolions ore subject to interpretotion ond
esloblishes provisions where oppropriote.

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

Defened tox liobilities ore recognized for oll toxoble temporory
differences, except in respect of toxoble temporory differences
ossocioted with investments in controlled enlities, ossociotes ond inlerests
in joint ventures, when the timing of the reversol of the temporory
differences con be controlled ond it is proboble thol the temporory
differences will not reverse in the foreseeoble future.

Defened lox ossets ore recognized for oll deductible temporory
differences, lhe corry forword of unused tox credits ond ony unused tox
losses. Deferred tox ossets ore recognized to the extent thot it is proboble
thot toxoble profit will be ovoiloble ogoinst which the deductible
lemporory differences, ond the corry forword of unused tox credits ond
unused tox losses con be utilized, except in respect of deductible
temporory differences ossocioted wilh investments in controlled entities,
ossociotes ond interests in joint ventures, defened tox ossets ore
recognized only lo the extent thol it is proboble thot the temporory
differences will reverse in the foreseeoble future ond toxoble profit will be
ovoiloble ogoinst which the temporory differences con be utilized.

The corrying omount of deferred tox ossets is reviewed of eoch reporting
dole ond reduced to the extent lhot it is no longer proboble thot
sufficient toxoble profit will be ovoiloble lo ollow oll or port of the defened
tox osset to be utilized. Unrecognized defened tox ossels ore re-ossessed

of eoch reporting dote ond ore recognized to the extent thot it hos

become proboble thol fulure toxoble profits will ollow lhe deferred lox
osset to be recovered.
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Defened tox ossets ond liobilities ore meosured of the tox rotes thot ore
expected to opply in the yeor when the osset is reolized or the liobility is

settled, bosed on tox rotes (ond tox lows) thot hove been enocted or
substontively enocted of the reporting dote.

Defened tox reloting to items recognized outside surplus or deficit is

recognized outside surplus or deficit. Deferred lox items ore recognized in

conelotion to lhe underlying tronsoction in net ossets. Defened lox ossets

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

o) Cosh ond cosh equivolenls
Cosh qnd cosh equivolents comprise cosh on hond ond cosh of bonk,
short-term deposits on coll ond highly liquid investments with on originol
moturity of three months or less, which ore reodily convertible to known
omounts of cosh ond ore subject to insignificont risk of chonges in volue.
Bonk occount bolonces include omounts held of the Centrol Bonk of
Kenyo ond of vorious Commerciol Bonks of the end of lhe reporting
period. For the purposes of lhese finonciol stotements, cosh ond cosh
equivolents olso include short term cosh imprests ond odvonces to
outhorised public officers ond/or institutions which were not sunendered
or occounted for of the end of the finonciolyeor.

p) Bonowings
lnterest beoring loons ond overdrofts ore initiolly recorded of foir volue
being received, net of issue costs ossocioted with the borrowing.
Subsequenlly, these ore meosured of omortised cost using the effective
interest rote method. Amortised cost is colculoted by toking into occount
ony issue cost ond ony discount or premium on settlement. Finonce
chorges, including premiums poyoble of settlement or redemption ore
occounted for on occruol bosis ond ore odded to the corrying omount of
the instrument to the extent thot they ore not seltled in the period in which
they orise. Loon interest occruing during the construction of o project is

copitolised os port of the cost of the project.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POIICIES (Continued)

q) Trode ond olher poyobles
Trode ond other poyobles ore non-interest beoring ond ore corried ot
omortised cost, which is meosured of the foir volue of controctuol volue
of the considerotion to be poid in future in respect of goods ond services
supplied, whether billed to the entity or not. less ony poyments mode to
the suppliers.

Retirement benefit obligotions
Until 30 June 2006, the compony operoted o defined benefit contribution
pension scheme for eligible employees. With effect from I July 2006, the
scheme wos closed to new members ond o defined contribution pension
scheme wos estoblished.

The ossets of these schemes ore held in seporote trustee odministered
funds. The defined contribution scheme is funded by contributions from
both the employees ond employer.

For the defined conlribution pension scheme, the cost of providing
benefits is limited to the compony contributions.

For defined retiremenl benefit plons, the cost of providing benefils is

determined using the projected unit credit method, with octuoriol
voluotions being corried out of the end of eoch onnuol reporting period.
Remeosurement, comprising octuoriol goins ond losses, the effect of the
chonges to the osset ceiling (if opplicoble) ond the return on plon ossels
(excluding interest), is reflected immediolely in the stotement of finonciol
position with o chorge or credit recognized in other comprehensive
income in lhe period in which they occur. Re-meqsuremenl recognized in

other comprehensive income is reflecled immediotely in retoined
eornings ond will not be reclossified to profit or loss. Post service cost is

recognized in profit or loss in the period of o plon omendment. Nel interest
is colculoted by opplying lhe discount rote ot the beginning of the period
to the net defined benefil liobility or osset. Defined benefit cosls ore
cotegorized os service costs (including current service cost, post service
cost, os well os goins ond losses on curtoilments ond settlements), net
inlerest expense or income ond re-meosuremenl.

r)
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4. SUMMARY OF SIGNIFICANT ACCOUNIING POLICIES

Rellremenl benefil obligotions(Continued)
The compony presents the first two components of defined benefit costs
in profit or loss in the line item of pension cost-defined benefil scheme
(included in stoff costs). Curtoilment goins ond losses ore occounted for os
post service costs.

The retirement benefit obligotion recognized in the stotement of finonciol
position represents the octuol deficit or surplus in the compony's defined
benefit plons. Any surplus resulting from this colculotion is limited to the
present volue of ony economic benefits ovoiloble in the form of refunds
from the plons or reductions in future contributions to the plons.

The compony olso mokes contributions to NotionolSociol Security Fund, o
stolutory defined contribution pension scheme. The compony's
obligolions under the scheme ore limited to specific contributions
legisloted from lime to time ond ore cunently limited to o moximum of
Kshs. 200 per month per employee.

s) Provision for sloff leove poy
Employees' entitlements to onnuol leove ore recognised os they occrue
to the employees. A provision is mode for the estimoted liobility for onnuol
leove of the reporting dote.

t) Exchonge role differences
The occounting records ore mointoined in the functionol currency of the
primory economic environment in which the entity operotes, Kenyo
Shillings. Tronsoctions in foreign cunencies during the yeor/period ore
tronsloted inlo the functionol currency using the exchonge roles
prevoiling of the dotes of the tronsoctions or voluotion where items ore re-
meosured. Any foreign exchonge goins ond losses resulting from lhe
settlement of such tronsoctions ond from the tronslotion of yeor-end
exchonge rotes of monetory ossets ond liobilities denominoted in foreign
cunencies ore recognised in profit or loss.

u) Budget informotion
The rotionolized budget for FY 2118ll9 wos opproved by the Notionol
Treosury on 28th September 2018. Subsequent revisions or odditionol
oppropriotions were mode to the opproved budget in occordonce with
specific opprovols from the oppropriote outhorities.
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4. SUMMARY OF SIGNIFICANT ACCOUNIING POTICIES

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

finonciol stotements ore prepored on occruol bosis using o clossificotion
bosed on the nolure of expenses in the stotement of finonciol
performonce, whereos the budget is prepored on o cosh bosis. The

omounts in the finonciol stotemenls were recost from the occruol bosis to
the cosh bosis ond reclossified by presentotion to be on the some bosis os

the opproved budget. A comporison of budget ond octuol omounls.
prepored on o comporoble bosis to the opproved budget, is then
presented in the stotement of comporison of budget ond octuol
omounts. ln oddition to the Bosis difference, odjustments to omounts in

the finonciol stotements ore olso mode for differences in the formots ond
clossificotion schemes odopted for the presentotion of the finonciol
stotements ond the opproved budget.

A stotement lo reconcile lhe octuol omounts on o comporoble bosis

included in the stotemenl of comporison of budget ond octuol omounts
ond the octuols os per the stotement of finonciol performonce hos been
presented under poge 59 of these finonciolstotements.

u) Service concession onongements
The Entity onolyses oll ospects of service concession onongements thot it

enters into in determining the oppropriote occounting treotment ond
disclosure requirements. ln porticulor, where o privole porty contributes on
osset to the orrongemenl, lhe Entity recognizes thot osset when, ond only
when, it controls or regulotes the services the operotor must provide
together with the ossel, to whom il must provide them, ond of whot price.

ln the cose of ossets other thon 'whole-of-life' ossets, it controls, through
ownership, beneficiol entitlement or otherwise - ony significont residuol

interest in the osset of the end of the orrongemenl. Any ossels so

recognized ore meosured ol their foir volue. To the extent thot on osset

hos been recognized, the Entity olso recognizes o conesponding liobility,

odjusled by o cosh considerotion poid or received.

v) Comporotive figures
Where necessory comporotive figures for the previous finonciol yeor hove
been omended or reconfigured to conform lo the required chonges in

presenlotion.
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NOTES TO THE FINANCIAL STAIEMENTS (Conlinued)

4. SUMAAARY OF SIGNIFICANT ACCOUNTING POLICIES

w) Subsequent evenls
There hove been no events subsequent to the finonciol yeor end with o
significont impoct on the finonciol stotements for the yeor ended June 30,
201 8.

5. SIGNIFICANI JUDGMENTS AND SOURCES OF ESTIMATION UNCERTAINTY

The preporotion of the Entity's finonciol stotements in conformity with IFRS

requires monogement to moke judgments, estimotes ond ossumptions thot
offect the reported omounts of revenues, expenses, ossets ond liobilities, ond
the disclosure of conlingent liobilities, of the end of the reporting period.
However, uncertointy obout these ossumptions ond estimotes could result in
outcomes thot require o moteriol odjustment to the corrying omount of the
osset or liobility offected in future periods.

Eslimoles ond ossumptions

The key ossumptions concerning the future ond other key sources of
estimotion uncertointy of the reporting dote, thot hove o significont risk of
cousing o moteriol odjuslment to the corrying omounts of ossets ond liobilities
within lhe next finonciol yeor, ore described below. The Entity bosed its
ossumptions ond estimotes on porometers ovoiloble when the finonciol
stotements were prepored. However, existing circumstonces ond
ossumptions obout future developments moy chonge due to morket
chonges or circumstonces orising beyond the control of the Entity. Such
chonges ore reflecled in the ossumptions when they occur.

Sources of Eslimolion Uncerlointy

o Acluoriol voluolion of defined benefih plon

The net osset under the defined benefit scheme is determined using octuoriol
voluotion. The octuoriol voluotion involves moking ossumptions obout
discount rotes, expected roles of return on ossets, future solory increoses,
mortolily rotes ond future pension increoses. Due to the long-term noture of
these plons, such estimotes ore subject to significont uncertointy

o lmpoirmenl of ossels

At eoch reporting dote, the compony reviews lhe corrying omount of ils
finonciol, tongible ond intongible ossets to determine whether there is ony
indicotion thot the ossels hove suffered impoirment. lf ony such indicotion
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exists, lhe ossets recoveroble omount is estimoted, ond on impoirment loss is

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

o lmpoirmenl losses on lrode ond other receivobles

The compony reviews its trode ond other receivobles to ossess impoirment
regulorly. ln determining whether on impoirment loss should be recorded in

the income slotement, the compony mokes judgments os to whether lhere is

ony observoble doto indicoting thot there is o meosuroble decreose in the
estimoted future cosh flows from the receivobles, before o decreose con be
identified.

This evidence moy include observoble doto indicoting thot there hos been
on odverse chonge in the poyment stotus of customers or locol economic
conditions thot conelote wilh defoults on ossets in the compony.
Monogement uses estimotes bosed on historicol loss experience for ossels

with credit risk chorocteristics ond objective evidence of impoirment when
scheduling ils future cosh flows. The methodology ond ossumptions used for
estimoting both the omount ond timing of future cosh flows ore reviewed
regulorly to reduce ony differences between loss estimoles ond octuol loss

experience.

Useful lives ond residuolvolues

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

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

. The noture of the osset, ils susceptibility ond odoptobilily to chonges
in technology ond processes

. The nolure of the processes in which the osset is deployed
o Avoilobility of funding to reploce the ossets

r Chonges in lhe morket in relotion lo the osset

Provisions

Provisions ore recognized when lhe compony hos o present obligotion (legol
or constructive) os o result of o post event, it is proboble thot on outflow of
resources embodying economic benefits will be required to settle the
obligotion ond o relioble estimote con be mode of the omount of the
obligotion.
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6. REVENUE

2019
Kshs

I 0,51 4,539,991
13,787,O17,282
4,578,652,706
2,392,109,646

816,252
2,319

48,4?8,680
44,245,918
9l ,735,414

31,457,618,208 27,705,849,497

7. DTRECT COSIS

Locolservice fees
Export service fees
Kipevu oilstoroge focility fees
Penolties on oversloyed product
Penolties from ASE

Hospitolity
KPRL Leose lncome
Liquefied Pelroleum Gos Soles
Crude Oil Revenue (EOPS)

Pipeline mointenonce stoff costs
(note I I )

Depreciolion
Pipeline mointenonce costs
Bod Debts Written off-Specific
Electricity ond fuel
lnsuronce
Olher mointenonce costs
Amortizotion expense

OTHER INCOME

Helicopter income
Rent income
(Loss)/goin on disposolof PPE

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

14,25?,924,080 11,135,712,479

2018
Kshs

9,740,278,155
12,743,274,331
4,698,531,966

372,678,610
429,557

34,061,586
67,562,909
42,207,973

6,823,401

8.

2019
Kshs

2,966,946,851

5,924,362,068
2,436,956,833

2,451,182,243
215,339,381

87,379,403
177,757,300

7,81s,825
78,646,521
I l,9l l,5l 6
72,351,168
8r,056,859

141,945,375
10,161 ,572
|,899,342

415,798,179

2018
Kshs

2,775,949,941

2,894,718,O81
2,217,435,196

(1s,717 ,226)
2,810,849,114

210,466,563
78,999,630

163,011 ,179

22,895.178
90,768,876

(46,944)
68,905,876
74,146,096

2,000
140,246,446

55,744,315

455,661,U2
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3OIH JUNE 2019

o) TNIEREST INCOME

lnterest from commerciol bonks

lnterest on sloff loons*

201? 2018

453,201,O43 351,443,636

40,975,847 0

494,176,991 351 ,U3,636

*lnterest income on stoff loons of Kshs. 32,004,289 in the comporotive yeor
wos clossified under other income

b) FoRETGN EXCHANGE GAIN/ (LOSS) (15,366,79t) 62?,3O?,782

c) FINANCE COSTS
Loon interest
lnterest on bonk overdrofl

2,300,298,527

2,300,298,527
218,045
218,O45

lo. o) ADMINISTRATION EXPENSES

Adminislrotive stoff costs
Depreciotion ond Leose Amortizolion
Other office ond generol expenses
Trovelling, mileoge ond entertoinment
Advertising ond prinling expenses
Sloff Troining
Rent ond roies
Consultoncy fees
Telephone ond posloge
Legol ond professionol expenses
Court Awords
Motor vehicle expenses
Buildings repoirs ond mointenonce
Bonk chorges
Auditors remunerotion
Directors Expenses:

- Performoncelncentive
- Boord Retreots ond generol expenses
- Sitting /duty ollowonce
- Troining expenses
- Trovel expenses ond Subsislence

ollowonce

2019
Kshs

3,336,920,400
980,296.138
900, r 08.857

53,176,348
195,164,896
171,692,178
26,804,551

488,236,993
48,326,342
81,506,637

20r8
Kshs

2,797 ,359,842
649,939,27 5
803,723,377
93,745,392

181,242,233
174,132,586
420,491,142
240,201,560

45,028,490
53,317,570
2.500.000

72,176,386
50,621,623
6,355,075
8.01 1,033

78,322,008
10,226,062
7,050,505

r 3,200.000

1,719,719
16,326,666
11 ,867 ,709
16,716,462

9,240,000
4,243,777
9,260,000
7,690,848

13,113,725

6,437,672,470 5,642,393,932
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KENYA PIPELINE COMPANY TIMITED
REPORTS AND FINANCIAT STATEMENTS FOR THE FINANCIAL ENDED
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b) PROVISION FOR BAD DEBTS

2019

Kshs

4,267,952,874

1.851,585.r r 2

20r8
Kshs

Provision for o long outstonding trode debl
Provision for producl oging penollies

I l. STAFF COSTS

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

Split os follows:
Direct stoff costs (Note 7)

Adminislrotive sloff cost (Note l0)

6,r 19,537,986

This provision relotes lo Kshs. 4,267,952,874 due from on OMC for services rendered thot is

in dispute ond hos been contested in court owoiling determinolion. Further lhe
compony hos mode o provision Kshs. I,851,585,1.l2 for omounls contesled by OMCs on
product oging penolties during lhe finonciolyeor 2O18/19.

2019
Kshs

4,902,923,194
418,949,316
320,325,443

54,319,246
171,692,178

20,000
81,007,030

575,265,428
4,036,156

197,786

2018
Kshs

4,361,064,740
353,620,058
220,680,960

58,542,635
174,257,091

926,O19
122,831,967
536,025,668

4,984,098
8,254,514

6,528,735,777 5,841J87,761

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

2,77 s,949,941
3,065,237,819

6,528,735,777 5,841,187.761

Administrolive sloff costs ore Solories ond Woges, inclusive of Trovel, Mileoge
Entertoinment ond Subsistence, Group Life ond Medicol cover, Pension-
Compony Contribution, Stoff Welfore, Troining, Recruitment Costs, Trovel,
Mileoge & Entertoinment, Subsistence Allowonce, NSSF- Compony
Contribution ond Uniforms.
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REPORTS AND FINANCIAT STATEMENTS FOR THE FINANCIAL ENDED

3OTH JUNE2019
The overoge number of employees ol lhe end ol lhe yeor wos:

Permonent Monogement
Permonenl unionisoble
Controcl ond interns

TOTAL

Provislon lor Leove Poy

Bolonce of beginning of lhe yeor

Additionol provision ol end of yeor
Leove poid out or ulilized during the yeor

Bolonce of lhe end of lhe yeor

12. PROIII BEFORE IAX

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

Sloff costs (notel l)
Depreciotion of property, plonl ond equipment
Amortizotion of intongible ossels

Provision for bod ond doubtfuldebts
Directors' expenses
Auditors' remunerolion
Loss/ (Goin) on disposol of property, plont ond
equipment
Net foreign exchonge (Goin)/ Loss

lnlerest receivoble
lnleresl poyoble
Renl receivoble

235,431,777 226.392,231

2019
Kshs

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

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

46,630,556
13,200,000

(il,9il,5r6)

15,366,791
(453,20r,043)
2,300,298,527

78,646,s21)

2019
585

879

r50

1,541

226,392,231

65,456,616

(s6,417,06?l

2018
614

9lr
172

1697

235,928,970

60,356,475

(69,893,214)

20r8
Kshs

5,841,187,761
3,207,461,387

500,207,148

43,548,349
8.0r r.033

46,944

(629,3O9,782)
(35r,443,536)

218,O45
(90,768,876)
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I3. TAXATION

o) Tox chorge
Cunenl loxotion
Defened tox
Deferred tox - OCI
Prior yeor odjustmenl
Totolloxqlion chorge

b) Reconciliolion ol expecled lox bosed on profil belore
loxolion lo toxolion chorge

Profit before toxotion
Tox ol the opplicoble role of 30%
Tox effecl of expenses not deduclible for tox
purposes
lncome not subject lo lox
Tox underpoyment - Prior yeor
Additionol tox ossessment

Totolloxotion chorge

b) Toxolion (recoveroble)/poyoble

Bolonce broughl forword
Chorge for lhe yeor (nole 13(o))
lnslollmenl tox poyments in lhe yeor
Bolonce of FY 20l8 lox poid
Wilhholding tox poid on rent income
Advonce lox poid
Tox over-provision 20l 7
Withholding tox poid on miscelloneous income

3,234,793,422
970,438,027
216,457,642

(21,89O)
99,611 ,730

r,286,485,509

2019
Kshs

174,895,495
1,O11,978,283

99,611 ,730
1,286,485.508

2019
Kshs

(l ,098, r 70,701)
174,895,495

(44O,969)
(264,900)

2018
Kshs

I 15,034,378
3,862,911 ,967

(99,611 ,731)
9,533,772

3,887,868,386

12,360,939,293
3,708,281,788

170,052,826

9,533,772
20,031,589

3,907,899,975

2018
Kshs

(1,176,703,986)
I 15,034,378

(35.893.503)
(607,seo)

(53.435,004)

(977,416,079) (1,098,170,701)
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14. EARNINGS PER SHARE

Eornings per shore is colculoted bosed on lhe profit otlributoble to shoreholders

divided by the number of ordinory shores in issue.

Diluted eornings per shore is the some os the bosic eornings per shore os there
were no potentiolly dilutive instruments outstonding of the bolonce sheet dote

EARNINGS PER SHARE-BASIC AND DILUTED

Net Profit After Toxolion
Number of ordinory shores in issue

201?
Kshs

2,047,919,643
t 8,l 73,000

2018
Kshs

8,568,073,696
I8,173,000

Eornings Per Shore lt3 471

I5. DIVIDENDS

Proposed dividends ore not occounted for until they hove been rotified of the

Annuol Generol Meeting. A speciol dividend of Kshs ll.5 blllion wos declored
ond opproved for poyment by shoreholders from the revenue reserves (Kshs 300

million for finonciolyeor ended 30fh June 20lB).

Poge 80 | ll0



O

oo

il

N

=

@
ts
N
s

N6

=6t
N

€'
6

€
d;6
N
o'
N€'N

e

<a

G
ri

a.
N

Nd

Fe?€
a-
Eo-
N
6
6'

oN
6'
o
6'

e
$
o'
o-
66

od
(l,
c

sg
a

€
F
d
6

o-
o-
a

<'l
o
o_ts
q_
No-

€
<iN

s
N
o_

e
N

6

o
N@

E.

N

a
eio
o'o
N
o_@o
N.ts

di
o
9_o
d€'
@
o_

e
$-
6-

6

@
o
N

z
=
6

a

6

o:
€@

N

a

ts
o
d>
=

L

=Eo.E
e(.)
co

C

=.9
oo

@
o
N
o
C

@
oN

=

c

=.9
5
C)

c

=o-

=Eo

@9
<1 6t
Eq
@_ a_N€6-q
ts-
o

6N+-
o- €- o-
:ON
=-=-q66€
6OO
s'a'o_

aaSaho- .e €- <.! oq
ooNN=
NNO69
r-+6-N
NNO-€

==-= 
--

do@

N6-
G- @- o-

6so
@N

66

€9_@OONNo- .? o- N-

--66€€o6:.<-\o-
66--66@6 o
:-=.o'
NN

.:
s3=8
6NGO
N<oQ
6-6€
<-..1 o: o- 

-
N6N
dri

NNNOooG=
\ N- 6- <-{
__o6
NN-@o-o-o-\
NN66€€NO6-6-N@
G6NN

G€@
N6Go@N
O- o: o-

O.NO.
N

cq .? r-
N_N
@N
6€

=- s- 9-
tsNdo- o- 6-

G6N
x'ts'-_

N6
@- o-
s@

€_ €_
FN

ooeSoo€G
GGGO€€sa
660@
NNGN
NNNG
@- @- o- .--
oo-g

o@
-oco'jG-
€'o'

@@NN
GG

OO
NN
NN

E
o)

o
.=
ooE
_o
Co
F

a
.E
o
c

=z.
s2
9Ao-ga
6<

o'o_
o: 6-
@@

N@
6_
N
@N
G

N.
d

€
9-
@6
6_
q

s'
6'

€
o'
G
6'a
N.
d

Nts
o'
N

=-
o
o'o

ts

o'I
o€'

$
o'
G.
6

od
(l,
==

E

H
a

GE€OOtstsO
6OhOOOFOdo6€€@@€
6P@FFF=9o€Fo@F€66 < 

-O 
C F N @

EN<:h€ooo+=*-oo N o o o v9
6OOO€6

=69@@N6NOOO-
€- <-.! o- 6- G. @-
€@@@@s NNN
N- <1 6- o: =-6NOOC
€0NNq6-q €-=-q

NNN

EE
a a a a- -

6=€EE=€EE=
EgsEeg-$EiEE=585!5sIe

€
G.

O.

-q

=

O
el

Q
N

oN

O@('{

N
@
c.{

N

q
N

NNONN
NN@-6
NN@€N
CGQSA
_o_€@
ISNNO
OOO9N€s$-o

O_ .o_

cq 6-

ON

--Ncq @- 6-
NN@

oo-

o. c1

NNo

6'@_6-N_ @-

fi _'

NNN
N'N'O'

-i 
+_ o_

x_ x'-'

o'si
=- o-
NN
6O

@@6
o: o: c?
NNN

s- =- o:

s g ss

ts.. ?E
E * E"

€E

E d gE
I s Ej2E=&.g'E
>=
-g' .=

4r62

EE-
Ed

o
E
r

oEs

fi 3:2
Ep

o

= E€e &!25EE
oU
-(-,
ts
=U
=U
o
==tsOllr N
2'u<=.o3u><+EB

&o
aoaq,-

z
lrt

=G
=g
UI
az

z
L
j
e
tlt
G
oe
G

<;

or
o
c{
llJz
=
I
Fo(O
o
uJoz
u.t

oz
z
IL
EI

E
oIL
t,
F

nZHurH=
=H=<> t/,
Zt

to<,-
8=
u.t EZa
utIo-<
d. vt
<u
>9,
tlt lJ.t
Y, e,



KENYA PIPELINE COMPANY LIMITED
REPORTS AND FINANCIAL STATEMENTS FOR THE FINANCIAT ENDED 3OTH

JUNE 2019

pRopERrY, PTANT AND EQUTPMENT (CONTTNUED)

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

Level Ievel Ieve! Foir volue os
30ttr June

2 3
Kshs

5,755,058,570
69,971,073,005
22,267,841 ,635

14,583, t51
428,213,209

Kshs30 June 201 9

Buildings ond roods
Pipeline, pumps & tonks
Equipment, furnilure ond fiitings
Helicopters
Motor vehicles ond lroctors

30 June 2018
Buildings ond roods
Pipeline, pumps & tonks
Equipment, furniture ond fittings
Helicopters
Motor vehicles ond troctors

Cost

Accumuloted depreciotion

Net book volue

Kshs Kshs
5,755,058,670

69,971,073,006
22,267,841,635

r4,583,I5t
428,213,209

s,835,206,853
72,085,703,980
2t,764,482,598

34,431,725
443,734,329

2018
Kshs

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

100,164,559,486'.t00,164,559,486

5,836,206,8s3
72,085,703,980
21,764,482,598

34,431,725
443,734,329

201?
Kshs

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

I I 9,635,044,05 r 62,665,291 ,000

(32,36e,27 s,s25) (32,20s,e38,000)

87,366,768,526 30,459,353,000
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KENYA PIPETINE COMPANY TIMITED

REPORTS AND FINANCIAT STATEMENTS FOR THE FINANCIAT ENDED 3OTH

JUNE 20',,9
Depreciotion chorge hos been spilt between odministrotive ond direct costs os follows:

Tolol depreciotion os per property, plont &
equipment (note l6)

Direct cosls (note 7)
Adminislrotive costs

17. LEASEHOTD IAND

COST\VALUATION

I July
Addilions
Disposols

AMORTIZATION

I July
Chorge for lhe yeor
Eliminoled on Disposol

30 June

NEI BOOK VATUE

6,375,177.837 3,207,461,387

2019
Kshs

6,375,177,837

5,924,362,068
450,815,7 69

2018
Kshs

3,207,451,387

2,894,718,081
312,743.306

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

2019

Kshs

5,640,368,221

640.484,651
164,632,298

2018

Kshs

5,640,368,221

473,080,?O7
167 ,403,7 44

805,116,949 6&,48.4.651

4,83s,251,272 4,999,883,570

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

lncluded under leosehold lond is lond volued of Kshs 869,759,420 reloting to the
JKIA Embokosi Depot whose title is held under the Kenyo Airports Authority (KAA).
KPC is pursuing o seporote title.
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I8. INTANGIBLE ASSETS

COST

I July
Additions

30 June

AMORTIZATION

I July
Chorge for the yeor

30 June

NET BOOK VATUE

201?
Kshs

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

1,793,588,818

835,551,473
542,605,371

1,379,156,84

414,431,974

2018
Kshs

1,362,044,918
36,674,610

1,399,719,527

503,748,O70
332,803,404

836,55r,473

562.r68.054

lntongible ossels comprise cost of purchosed computer softwore. Computer
softwore cosls ore omortized over 3 yeors.
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19. INVESTMENIS - ol cost

Unquoted invesfmenfs

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

Petroleum lnstitute of Eost Africo

746,500 Ordinory Shores of Kshs 20 eoch
2,605,000 preference shores of Kshs 20 eoch
lmpoirment chorge on Consolidoted Bonk of
Kenyo Limited preference shores

36,304,359 36,304,359

2,0002,000

36,306,359 36,306,359

2019
Kshs

62,030,000
(30,725,641)

2018
Kshs

67,030,000
(30,725,641)

Defo/s of the invesfment rn Conso/idoted Bonk of Kenyo Limifed ore shown below

14,930,000
52.100.000

t4,930,000
52, r 00,000

(30,72s,641) (3O,725,641)

36,306,359 36,304,359

The investment in the Petroleum lnstitute of Eost Africo comprises one closs "A"
Redeemoble Preference shore of Kshs. 2,OO0. The investments ore stoted of cost
os foir volue connot be reliobly determined.

20. RETIREMENTBENEIITS

o) Nolionol SociolSecurity Fund

This is o stotutory defined contribution pension scheme in which both the employer ond
employee contribute equol omounts. The omount contributed during the yeor hos been
chorged to the profit or loss for the yeor.

b) Defined Benefil Scheme (Closed)

The compony did not moke ony contributions to the scheme in the yeor (2016- nil). An
octuoriol voluotion of the scheme's ossets ond lhe present volue of the defined benefits
obligotion os of 30 June 201Z wos corried out in August 2Ol7 by the scheme's octuories,
Zomoro Actuories (formerly Alexonder Forbes Finonciol Services (E.A) Limited) for the
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JUNE 2019
purpose of preporing IAS l9 Disclosures. The voluotion included prior yeor disclosures
hence FY 2016 comporotive figures ore provided in this note. We ore in the process of
voluoing the scheme to estoblish the cunent stotus.

Amendments to the Retirement Benefit Regulotions were onnounced by the Cobinel
Secretory, NotionolTreosury, in the Finonce Acl 2015. This reloted to o clorificotion on the
distribution of surplus on wind up of o defined benefil scheme. The regulotions provide
for on equol shoring of surplus between members ond the scheme sponsor upon wind
up of o scheme. As o result of these chonge, on osset ceiling hos been opplied to limil
the defined benefit osset to 50% of the surplus, which is the moximum ovoiloble to the
sponsor in lhe event the scheme is wound up. The principol ossumptions used for the
purpose of the octuoriol voluotion in 2017 were os follows:

b) Defined Benefit Scheme (Closed) (Continued)

201 9 2018

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

Withdrowols

lll heolth

Retirement oge

lnteresi costs:
lnteresl cost on defined benefil obligotion
lnterest income on plon ossets
lnterest on the effect of lhe osset ceiling

Net interest income

Components of defined benefits plon
recognized in profit or loss

13.9%
s.0%
o.0%

A1949-1952
o (55) m/f

At rotes consistent
with similor

orrongements
At rotes consistent

wilh similor
orrongements

50%ol 55ond 100%

of 60 yeors

13.9%

5.0%
o.o%

A1949-1952
o (55) m/f

At rotes consistent
with similor

onongements
At rotes consistent

with similor
onongements
50% ol 55 ond

100%

=='=o=1"=-1,.:

Ihe omount recognized in fhe stotemenl of profit or loss ond other
comprehensive income in respecf of fhese defined benefit plon ore os follows:

2019 2018
Kshs Kshs

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

813,148,388
{.1,018,79s,042)

86,464,621

813,148,388
11,018,79s,o42)

86,464,621

( r r 9,l 82,034) (r r 9, r 82,034)

173,144,814) (73,144,814)
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(636,698,606)
73,689,031

230,970,470

(332,03e, r 04)

(636,698,606)
73,689,031

230,970,470

(332,03e, r 04)

2018
Kshs

5,83s,855,968
(8,060,96s,923)

939,482,722

Actuoriol goin obligotion
Return on plon ossets
(excluding omount in interest
cost)
Chonge in effect of ossel
ceiling (excluding omount in
interest cost)

Components of defined
benefits plon recognized in
other
comprehensive income

Present volue of funded defined benefit
obligotion
Foir volue of plon ossets
Effect of osset ceiling

The omount included in the stofemenf of finonciol position orisrng from the
entitys obligotion in respecf of its del'ined benefit p/ons is os follows:

2019
Kshs

5,835,8s5,968
(8,060,96s,923)

939,482,722

Present volue of defined benefit osset (1,285,627,233) {1,285,627,233)

Ihe reconciliotion of the omount included in fhe sfofemenf of finonciol
position is os follows:

Net osset of the stort of the yeor
Net income recognized in the
income stotement
Employer contributions
Amount recognized in other
comprehensive income

Present volue of overfunded
defined benefit osset lt ,28s,627,233) (1 ,28s,627,233)

2019
Kshs

(880,44s,3r 5)

(73,144,814)

(332,039, r 04)

2017
Kshs

(880,443,3r 5)

{73,144,814)

(332,03e, r 04)
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Movemenfs in fhe present volue of the defined
benefit obligotion in the cunent yeor were os follows:

Opening defined benefit obligotion
Cunent service cost
lnterest cosl
Contribulions from plon porticiponts
Actuoriol goin due to chonge
in ossumptions
Actuoriol goin due lo experience
Benefits poid

Closing defined benefit obligotion

Opening foir volue of plon ossets
lnterest income on plon ossets

Contributions from the employer
Employee contributions

Benefils poid
Return on plon ossets

Closing foir volue of plon ossets

Equity instruments
Debt instruments
Property
Cosh

IotolScheme (Asseh)

(8,06O,e6s,e23) ,8p60,e6s,e23)

6,040,570,614
46,037,220

8 t3,148,388

(82,3s7,463)
(5s4,34r,143)
(427,201,648)

5,835,855,968

6,O40,570,614
46,037,220

8r 3, r 48,388

182,3s7,463)
(ss4,34r , r 43)

1427,2O1 ,648)

s,835,855,968

The foir volue of the plon ossefs of the end of the reporting period for eoch cotegory ore
os follows:

(7,s43,05r,560)
(1,O18,79s,042],

427,201 ,648
73,689,031

2019
Kshs

2,O75,895,687
3,368,606,368
2,418,963,868

197.500,000

17,s43,061,s60)
11,o18,79s,042)

427,201,648
73,689,031

8,060,965,923 8,060,965,923

20r8
Kshs

2,075,895,687
3,368,605,358
2,418,963,868

192,500,000
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c) Deffned Contributlon Scheme:

Contributions to the Kenyo Pipeline Compony Stoff Retirement Benefits Scheme
ore of 6% ond 17" from employee ond employer respectively. The compony,s
liobility is limited to ony unpoid contributions.

21. INVENTORIES

Spore ports ond consumobles
Provision for obsolete stocks

2019
Kshs

2,311,821,466
(79,731 ,844)

20r8
Kshs

2,336,032,479
(70,01s,035)

2,232,089,622 2,266,017,444
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22. TRADE AND OIHER RECEIVABLES

Trode receivobles
Stoff loons ond odvonces
VAT recoveroble
Prepoid construction costs
Prepoid expenses
Refundoble deposits
Other debtors

Provision for bod ond doubtful
debts

Recoveroble os follows:
Cunenl Assets:
Within one yeor
Non-cunent Asseh:
After one yeor -stoff loons-
Long-term Receivobles

Less thon 30 doys
Between 30 ond 60 doys
Between 6l ond 90 doys
Between 9l ond 120 doys
Over 120 doys

12.635,345,731 15,654,271,247

2019
Kshs

I I ,144,51 4,246
1,606,894,336
3,642,347,300

108,606,451
7 47 ,7 49 ,861

9,477 ,446
2,056,551,965

19,31 6,I 92,OO5
(6,680,846,2741

10.488,462,618

1,284,274,632
862,608,481

2018
Kshs

8,458,799,963
1,444,867,156
4,350,781,236

r 05,656,301
799,185,708

9,477,446
1.053,4r 9,365

16,223,187,175
(568,9r s,828)

14,390,380,166

I ,263,891 .l8l

2,146,883,1l3 1,263,891,I81

The omounts recoveroble ofter one yeor relote to stoff loons ond odvonces ond
o long-term receivoble in respect of KPRL copilol expenditure.

Ageing onolysis of the Trode receivobles wos os follows

2019
Kshs

3,488,502,756
56,216,897

228,666,762
31,861,643

7,339,266,188
11,14/-,514,246

2018
Kshs

3,477,582,580
52,329,914
58,103,598

120,637,983
4,750,145,788
8,458,799,963
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23. CASH AND SHORT.TERM DEPOSIIS

o) Short Ierm Deposils 2019
Kshs

2018
Kshs

Fixed deposits 9,059,660,261 4,815,214,935

The fixed deposits hove o tenor of 3 months ond the effective interest rote in the yeor
wos I O% p.o. 12018 - 10%).

o) Bonk ond Cosh Bolonces
Accounl No. 2019 2018

Kshs Kshs
l. Borcloys Bonk of Kenyo
2. Commerciol Bonk of Africo (Kshs)

3. Commerciol Bonk of Africo (USD)
4. Stondord Bonk (Kshs)

5. Stondord Bonk (USD)

6. CfC Stonbic (Kshs)

7. CfC Stonbic (USD)

8. Citibonk (Kshs)

9. Citibonk (USD)

10. Coop-Bonk
I l. Coop-Bonk (USD)

12. Equity Bonk(Kshs)
13. Equity Bonk (USD)

14. Kenyo Commerciol Bonk,l5. 
Petty Cosh

24. SHARE CAPIIAL

I l0B9Bt062
6634970017
6634970025
104023872500
8704023872500
I 00000534425
I 0000058r 342
104052002
104052029
1136028439200
2120028439200
560291247368
560261355277
I l0898r06l

148,176,252
863,758,253
187,40?,955

1,199,093,542
114,950,725
970,838,728
38,009,886

137,848,754
50,21 0,91 5

1,448,713
57,499,940
28,525,355

350,976
1t ,469,704

16,064,863
89,837,893
96,O93,194

104,789,755

13,s73,276)
67,467,732
4,673,488

18,242,905
10,205.658

498,884
26,903,22s

490,274
350,976

|,524,130

3,809,591,698 4/,3,569,702

Aulhorized:
19,369,580 Ordinory Shores of Kshs

20 eoch

lssued ond fully poid:
lB,l /3,300 Ordinory Shores of Kshs

20 eoch

2019 2018

387,391,600 387,39r,600

363,466,007 363,466 ,OO7
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25. DEFERRED TAX IIABILITY

Defened toxes ore colculoted on oll temporory differences under the liobility method
using the opplicoble role, cunently ot 30%. The moke-up of the defened tox liobililies in

the yeor ond the movement on the deferred tox occount during the yeor ore
presenled below:

2019 2018
KShs'000 KShs'000

Defened tox liobility
Acceleroted copitol ollowonces
Defened tox on relirement benefit plon ossets

Defened tox on interest received
Unreolized exchonge goins

21 ,449,735,375

(r,835,86r,396)

19,613,873,97?

Deferred lox ossels
Generol inventory provisions
Leove poy provision
Generol bod debts provision
Defened tox on Un-reolized exchonge loss

Defened tox on tox losses

Retirement Benefit - OCI (r 9s.686,534)
(1e2,704,?72)

22,605,808,613Nel defened tox liobility
The movemenl in Deferred Tox wos os follows
At 1 July (os previously reported)
Prior yeor odjustment

(7O,629,s33)

359,245,778
(877,1041

,9,s39,785,218)
.,96,074,803)

(9,348,120,880)
10,265,753,100

9,154,163,087
99,611,730

?,253,774,817
1,011,978,283

2019
Kshs

22,195,317,428

385,688,170

217.507,987

22,798,513,585

(2r,004,sr r )

(7O,778,691l,

(4,846,e68)

5,381,329,078
9,533,772

5,390.862,85r
3,763,300,236

20r8
Kshs

2,O11,122,946
4,178,216,535

40,424

226,392,231
290,906,078

6,706,678,215

Defened tox chorge (note l3(o))
Defened tox - Retiremenl Benefit Obligotion o/c
At the end of lhe yeor

26. TRADE AND OTHER PAYABTES

Trode poyobles
Other poyobles
Colering, troining &tourism
development levy
Leove poy provision
Wilhholding tox poyoble

t0.265.753,100 ?,154,163,087

2,207,030,795
4,665,223,098

75,228

235,431,778
78,647,334

7,186,408,233
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27. I.ONG TERM IOAN
2019
Kshs

Drown os ot
30th June
2019 usD

2018
Kshs

(o)Syndicoted Loon (Long Term
Portion) 21,364,418,281 25,425,678,726

(b) Syndicoted Loon (Cunenl
Portion) 4,382,134,979 4,330,251,097

The long-term loon represents loon drowdowns os of 30fh June 2019 on o United Stotes
Dollor 350 million Focility Agreemenl signed on lSrh July 2015 between KPC ond o
consortium of the following six bonks:

UnderwriJten
Amounl USD

Drown os ot
3oth June
2018 usDBonk

I Commerciol Bonk of Africo 58,333,333 57,950,846 56,661,473

2 Citibonk N.A. 58,333,333 57,950,846 56,661,473

3 CfC Stonbic Bonk 58,333,333 57,950,846 56,661,473

4 Stondord Chortered Bonk 58,333,333 57,950,846 56,661,473

5 Rond Merchont Bonk 58,333,333 57,950,846 56,661,473

6 Cooperotive Bonk of Kenyo 58,333,333 57,950,846 56,661,473

TOTAT 350,000,000 347,705,076 339,968,838

The loon is for finoncing the construction of o 20-inch pipeline ond reloted focililies
between Momboso ond Noirobi.

The loon focilily hod on ovoilobility period of 2 yeors ond is repoyoble in 33 quorterly
instolments from June 2017 ond is secured with receivobles from the top 14 Oil
Morkeling Componies. lnterest on the loon is of USD 3-monlh LIBOR plus o morgin of
5.38% p.o.
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28. NOIES TO THE STATEMENI OF CASH FTOWS

o) Reconciliolion of operoling profit lo cosh generoled
lrom operolions
Profit before tox
Adjustments for:
Depreciolion (nole 15)

Amortizotion of leosehold lond (note l7)
Amortizotion of intongible ossets (note 18)

Movement in reliremenl benefil osset
Loss/(goin) on disposol of property, plont ond
equipmenl
lnterest income
lnterest expense
Operoting profit before working copitol chonges

NOTES TO THE STATEMENT OF CASH FLOWS

lncreose in inventories
lncreose in trode ond other receivobles
(Decreose)/increose in trode ond other poyobles
lncreose/(Decreose) in Loon Adjustment
Movement in reloted porty bolonces
Cosh generoted from operotions

b) Anolysis of cosh ond cosh equivolents
Short term deposits (note 22(o)
Bonk ond cosh bolonces

c) Anolysis of non-cosh lronsoclions:
Totolodditions lo property, plont ond equipment
Copitolwork in progress items pending settlement
os ol 30 June

Cosh used in lhe purchose of properly, plont ond
equipment os presenled on the cosh flow
stolement

3,065,807,575 I 2,360,939,293

2019
Kshs

6,375,177,837
164,632,298
542,605,371

(r r,9 r r,5r 6)
(494,176,891)
2,3cf,298,s27

11,942,433,202

2019
Kshs

33,927,822
4,050,519,942

479,730,017
347,070,889

9,O59,660,261
3,809,591,698

2018
Kshs

3,207,461.387
167 ,403,7 44
332,803,404
(73,144,814)

5,417
(3sr,443,636)

218,045
15,644,242,9N

20r8
Kshs

(674,239,523)
(2,836,237,168)
(7,879,227,729)
(r ,s53,ee0,9 r 5)

4,815,214,935
443,569,702

16,853,681,873 2,900,547,504

12,869,251,9s9 5,258,7U,637

1,479,742,118 10,022,090,856

't,479,742,118 10,022,090,856
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29. REIATED PARTIES

The Government of Kenyo is the principolshoreholder of lhe Kenyo Pipeline Compony
Limited, holding 1OO% of lhe compony's equity interesl. The Government of Kenyo hos
provided full guoronlees to olllong-term lenders of the enlity, both domestic ond externol

Other reloled porlies include

o) Ministry of Energy
b) NotionolOilCorporotionof Kenyo
c) Kenyo Power Limited
d) Key monogement
e) Boord of direclors

Tronsoclions wilh reloled porties include:
(o) Soles to reloled porty

Services provided lo Notionol OilCorporolion (K)

(b) Expenses incuned on beholf of retoted porlies
Services received from Kenyo Power & Lighting Co
Services received from Ministry of Energy

(c) Due to reloled porty
Defened lncome from Ministry of Energy - LPG

(d) Key monogemenl compensolion

CEO solories ond benefils
Key Monogement solories ond benefils

Directors Expenses:

- Fees & incentives
- Boord Retreots ond generol expenses

- Sitting /duty ollowonce
- Troining expenses

- Trovel expenses ond Subsistence

2019
Kshs

815,250,524

2,439,700,449

384.000,000

=:::::__Y

13,009.574
237,130,333
250,139,907

1,719,719

| 6,326.666

11 ,867,709

16,7 | 6,462

80,000,000 80,000,000

2018
Kshs

2,806,479,223

2,805,296,454

384.000.000

3,190,295,454

10,669,880
262,655,881
273,325,761

9,240,000

4,243,777

9,260,000

7,690,848

13,113,726

46,630,556 43,548,350
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30. FUTURE RENTAT COMMITMENTS UNDER OPERATING TEASES

fhe compony os o lessor:

Within one yeor
ln the second to fifth yeor inclusive

fhe compony os o lessee:
Wilhin one yeor
ln the second to fifth yeor inclusive

2019
Kshs

78,646,521
314,586.084

20r8
Kshs

90,768,876
363,075,503

393,232,605 453,844,379

The leose renlol income eorned during the yeor in respect of compony's property
omounted to Kshs Z8 million (2018- Kshs 9l million).

2019
Kshs

1 ,261 ,409,311
5,045,637,243

2018
Kshs

1,005,055,77s
4,O20,223,100

6,307,046,554 5,025,278,87 5

The totol renlol expense incuned during the yeor omounted to Kshs I .3 million (2018-KShs

1.0 million).
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3I. CONT!NGENILIABITITIES

Pending low suits
Extension of Time cloims
Guorontees ond letters of credit
Disputed Cloim by on oil
Morketing Compony (OMC)
ogoinst KPC

2019
Kshs

1,481,464,956
3,384,212,870

r 85,040,85r

1,996,606,025

7,048,324,702

20r8
Kshs

4,925,620,633

568,1 14,505

1,996,606,025

7,490,3/-1,263

Pending lowsuits relote to civilsuits lodged ogoinst the compony by vorious porties.

32. FUEI STOCKS

Fuel stocks belong to the Oil Morketing Componies (OMCs) os per Tronsportotion ond
Storoge Agreement signed between the Kenyo Pipeline Compony Limited ond the
OMCs. Fuel stocks ore therefore not included in the finonciol stotements. As of 30 June
2019 the compony held 679,686 m3 (2018 - 629,406 m3) third porty fuel stocks with o
Hydro-Corbon Volue (HCV) of Kshs.35,299,620,506 (2018- Kshs.35,229,189,226).

33. CAPITAT COMMITMENI
201?

Kshs

2018

Kshs

Amounts Authorised
Less:

12,513,097,756 23,8s9,971,s66

Amounts incurred ond included in work-in-progress 7,115,826,082 9,235,902,426

The obove omounts ore included in the opproved
budget for the yeor
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34. FINANCIAT RISK MANAGEMENT

The compony's octivities expose it to o voriety of finonciol risks ond those octivities
involve the onolysis, evoluotion, occeptonce ond monogemenl of some degree of risk

or combinotion of risks. Toking risk is core to lhe compony's business ond operotionol risks

ore on inevitoble consequence of being in business. The compony's oim is therefore to
ochieve on oppropriote bolonce between risk ond return ond minimize potentiol
odverse effecls on its finonciol performonce. The key types of risks include:

. Morket risk - includes currency ond interest rote risk

. Credit risk

. Liquidity risk

. Copitolrisk

The compony's overoll risk monogement progrom focuses on the unpredictobility of
chonges in the business environment ond seeks to minimise potentiol odverse effects of
such risks on its finonciol performonce within the options ovoiloble by setling occeptoble
levels of risks.

The boord of directors hos overoll responsibility for the estoblishment ond oversight of the
compony's risk monogemenl fromework.

The compony's treosury function provides services lo the business, co-ordinotes occess
to domestic finonciol morkets, monitors ond monoges the finonciol risks reloting lo lhe
operotions of the compony.

Complionce with policies ond exposure limits is reviewed by the internol ouditors on o
continuous bosis.

The compony's treosury function, heoded by the chief occounlont - finonce ond
reporting to the Finonce Monoger, develops ond monitors risks ond policies
implemented to mitigote risk exposures.

o) Morket risk
The octivities of the compony expose it primorily to the finonciol risks of chonges in
foreign currency exchonge rotes ond interest rotes. There hos been no chonge to the
compony's exposure to morket risks or the monner in which it monoges ond meosures
the risk.

Morkel risk is the risk orising from chonges in morket prices, such os interest rote, equity
prices ond foreign exchonge rotes which will offect the compony's income or the volue
of its holding of finonciol instruments. The objective of morket risk monogement is to
monoge ond conlrol morket risk exposures within occeptoble porometers. while
optimising the relurn. Overoll responsibility for monoging morket risk rests with the Audit
ond Risk Monogement Committee.
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(i) Foreign Currency Risk Monogemenl

Exposure to exchonge rote fluctuotions orising from internotionol troding
commitments is minimized by utilizing foreign currency reserves to settle moturing
obligolions. Revenue is spreod on o 50-50 bosis in locol ond foreign currencies
(USD). As of end of the yeor, the corrying omounts of the compony's foreign
currency denominoted monetory ossets ond monetory liobilities ore os follows:

GBP
Kshs

EUR

Kshs
CAD
Kshs Kshs

ZARUSD

At 30 June 2Ol 9
Finonciol ossels
Bonk ond cosh
bolonces
Short term
deposits
Trode
receivobles

Kshs

6,430,391,923

4,335,0O2,832

8.593.684.553
19,359,079,318

Finonciol
liobililies
Trode poyobles
Lonq Term Loon

(22,426,16q (13e,217,5481 2,495,497,325
(25,7 46,s53,2s9l.

(501,220)

Nel exposure (22,426,160) (r39,217,s4/3) (23,2sr,0s5,934) (501,22O)

GBP
Kshs

EUR

Kshs
CAD
Kshs

ZAR
Kshs

USD
Kshs

281,327,443
2,386,453.711

6,088,627,353

Al 30 June 2018
Finonciol ossels
Bonk ond cosh
bolonces
Short lerm deposits
Trode receivobles

8,756,408,507
Finonciol liqbilities
Trode poyobles
Lonq Term Loon

(1 4,696,298) (2O2,5s3,662) (4,267,217) (s63,O7e)
(2e,7 ss,e29,8231

(14,6?6,298) (202,s53,662) (29,7ss,?29,823) (4,267,217) (563,079)

(ii) Foreign Cunency Sensitivity Anolysis

The moin currency exposure thol the compony is exposed to relotes to the
fluctuotion of the Kenyo Shillings exchonge rotes with lhe US Dollor ond Euro
cunencies.

The toble below detoils the compony's sensitivily to o lO% increose ond decreose
in the Kenyo shilling ogoinst the relevont foreign currencies. The sensitivity onolysis
includes only the outslonding foreign currency denominoted monetory items ond
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odjusts their tronslolion ot the period end for o lO% chonge in foreign currency
rotes. A positive number below indicotes on increose in profit ond other equity
where lhe Kenyo shilling strengthens l0% ogoinst lhe relevont currency. For o
weokening shilling ogoinst the relevont currency, there would be on equol
opposite impoct on the profit ond other equity, ond the bolonces below would
be negotive.

201?
Kshs

20r8
Kshs

Effect on Profit Effecl on Equity
Currency - GB pounds
+ l0 percentoge poini movemenl
- 'l 0 percentoge point movement

Currency - Euro

+ l0 percenloge point movemenl
- l0 percentoge point movement
Currency - US dollors
+ l0 percentoge point movement
- l0 percentoge point movement
Cunency - CAD
+ l0 percentoge point movement
- I0 percentoge point movemeni
Currency - ZAR
+ l0 percenloge poinl movement
- 10 percentoge point movement
Currency - HKD
+ l0 percentoge point movement
- 10 percentoge point movemenl

Etfect on Profil

(2,242,616)
2,242,616

(13,921,755)
13,921,755

232,s10,559
(232,s r 0,559)

Effect on
Equily

(r,559,83r)
r,569,83r

(9,7 45,228)
9,74s,228

162,757,391
(1 62,7 s7 ,391l,

(1 ,469,630],
1 ,469,630

(2O,2ss,366)
20,255,366

600,173,099
(600, r 73,099)

(426,722)
426,722

(s5.308)
56,308

(1,028,741)
1,028,741

(14,178,7!
14,178,756

420,121,169
(42O,121,1691

(298,70s)
298,705

(39.4r 5)

39,415
(so,t22)

50,122

(35,08s)
35.085

The US Dollor impoct is moinly ottribuled to lhe exposure on outstonding US Dollor
receivobles of yeor end while the Euro impoct orises from lhe exposure on
outstonding poyobles of the yeor end.

The sensitivity onolysis is unrepresentotive of lhe inherent foreign exchonge risk os the
yeor end exposure does not reflect the exposure during lhe yeor.

(iii) lnterest Risk Monogemenl

lnterest rote risk is the risk thot the enlily's finonciol condilion moy be odversely
offected os o result of chonges in interest rote levels. The compony's interest rote
risk orises from bonk deposits. This exposes the compony to cosh flow interest rote
risk. The interest rote risk exposure orises moinly from inierest rote movements on
the compony's deposits.

Monogemenl of inlerest role risk
To monoge the interest role risk, monogement hos endeovored to bonk with
institutions lhot offer fovoroble interesl rotes.
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Sensitivity onolysis
The entity onolyses its interest rote exposure on o dynomic bosis by conducting o
sensitivity onolysis. This involves determining the impoct on profit or loss of defined
rote shifts. The sensitivity onolysis for interest rote risk ossumes thot oll other
voriobles, in porticulor foreign exchonge rotes, remoin constont. The onolysis hos
been performed on the some bosis os the prior yeor.

Using the end of lhe yeor figures, the sensitivity onolysis indicotes the impoct on
the stotement of comprehensive income if cunenl flooting interest rotes
increose/decreose by one percentoge point os o decreqse/increose of Kshs
90,596,603 (2018: Kshs 48,152,149). A rote increose/decreose of 5% would result in
o decreose/increose in profit before tox of Kshs 452,983,013 (2018 - Kshs
240,760,747)

b) Credit Risk Monogemenl

Credit risk refers to the risk of finonciol loss to the compony orising from o defoult by
counterporty on its controctuol obligotions. The compony's policy requires thot it deols
only with creditworthy counterporties ond obtoining sufficient colloterol, where
oppropriote, os o meons of mitigoting the risk of finonciol loss from defoults. The
compony olso uses other publicly ovoiloble finonciol informotion ond its own troding
records to rote its mojor customers. The compony's exposure ond the credit rotings of its
counterporties ore continuously monitored, ond the oggregote volue of tronsoctions
concluded is spreod omongst opproved counterporties. Credit exposure is controlled by
counterporty limits thot ore reviewed ond opproved by debt control unit.

Trode receivobles consist of mojor ployers in the petroleum oil industry. Ongoing credit
evoluotion is performed on the finonciol condition of occounts receivoble ond where
oppropriote, credit guorontee is requested.

The compony's moximum exposure to credit risk os of 30 June 2019 is onolyzed in the
toble below:

Trode Receivobles
Other Receivobles
Bonk Bolonces
Short Term Deposits

Fully
Performing

Kshs

3,488,502,756
18,276,221

3,809,s53,352
9,059,660,261

Post Due
Kshs

7,656,011.490
7 41 ,414,731

lmpoired
Kshs

529,267,441
315,467,733

Gross Tolol
Kshs

11,673,781,687
1,075,158,685
3,809.563.357
9,059,660,261

Poge l0l lll0
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The compony's moximum exposure to credit risk os of 30 June 2018 is onolysed in the
toble below:

FultY

Performing Post Due lmpoired Gross lotol
Kshs Kshs Kshs Kshs

TrodeReceivobles 3,477,582,580 4,774,893,640 206,323,743 8,458,799,963
Other Receivobles 13,573,097 593,625,776 213,305,493 820,504,366
Bonk Bolonces 443,569,702 - - 443,569,702

Short Term Deposits 4,815,214,935 4,815,214,935
8,749,940,314 5,578,348,309 419,629,236 14,538,088,966

The defoult risk on the customers under the fully performing cotegory is very low os they
ore octive in poying their debts os they continue troding. The post due omounts hove
not been provided for becouse monogement ond the boord believe the omounts ore
recoveroble.

c) tiquidiff Risk Monogement

Liquidity risk is the risk thot the compony will not be oble to meet its finonciol obligotions
os lhey foll due. The compony's opprooch to monoging liquidity is to ensure, os for os

possible, thot it will olwoys hove sufficient liquidity to meet its liobililies when due, under
both normol ond stressed conditions, without incuning unocceptoble losses or risking

domoge lo the compony's reputotion.

The compony monoges liquidity risk by mointoining odequote reserves ond bonking
focilities by continuously moniloring forecost ond octuol cosh flows ond motching the
moturity profiles of finonciol ossets ond liobilities.

The toble below onolyses the compony's finonciol liobilities thot will be settled on o net
bosis into relevont moturily groupings bosed on the remoining period of the reporting
dote to the controctuol moturily dole.

Within 12 monlhs Over 12

monlhs

Kshs

Tolol

Kshs Kshs

Al 30 June 2019:

Due to reloted porties
Trode poyobles
Olher poyobles ond occruols

2,171,634,703
4,979,377 ,438
7,157 ,012,141

80.000.000

80,000.000

80,000,000
2,171,634,703
4,979,377,438
7,231,012,141

Pose 1O2 | ll0



I

KENYA PIPETINE COMPANY TIMITED
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Within 12 monlhs Over 12

monlhs
Kshs

Tolol

Kshs Kshs
At 30 June 2018:
Due to reloted porties
Trode poyobles
Other poyobles & occruols

80,000,000
1,208,892,033
4,178,216,535
5,387,108,568

80,000,000
1,208,892,033
4,178,215,535
5,467,108,56880,000.000

d) Copito! Risk Monogemenl

The objective of the entity's copitol risk monogement is to sofeguord the entity's obility
to continue os o going concern. The entity copitol structure comprises of the following
funds:

Revoluotion reserve
Retoined eornings

Copitolreserye
Tololfunds

Totolbonowings
Less: cosh ond bonk bolonces
Net debt/ (excess cosh ond cosh equivolenls)
Georing

2019

Kshs

't0,004,768,990

81,781,925,019

875,754,923
92,662,448,932

2018

Kshs

10,oo4,768,990

79,453,028.143

875,754,923
90,333,552,056

25,746,553,259

(12,869,223,618)

12,877,329,641
14%

29,755,929,823
(s,2s8,784,637)

24,497,145,186
27%

34. INCORPORATION

The compony is domiciled ond incorporoted in Kenyo under the Componies Act (Cop
486).

35. EVENTS AFIER THE REPORTING PERIOD

There were no moteriolodjusting or non-odjusting events ofter the reporting period.

36. CURRENCY

Finonciolstotements ore presented in Kenyo Shillings (Kshs)
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