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X.O PREFACE

ft,[,:. Speaker !ir,

The Public Investmenls Commiltee is a Select Committee estabushed u,cler
Standrng Orcier I{o' 206 ancl is responsible for the examrnation of the working of
public in.restments.

1.L N4and.ate oilthe Cs:ffiniittee

The Committee is rnandateri to:-

(a) examine ttre reports und accounts of the public ilvestments;

(b)exarnine the reports, tf any, oitlie Aurlitor Genera_l on the public investment;

(c) exainine, in flre context of the autonomy and efiiciency of the pubiic
investments, whether the affz-irs of the public investments, are being manageci

in accot'dance with sound financial or business principles and prud.ent

commercial practices.

The Committee sha11 however not examine:-

(a) matters of rnajor Governnient poiicy as distinct from business or commercial

functions of the public inveshlents;

(b) matters of day-to-day adminishafic.i; and,

(c) matters for the consideration of which machinery is estabiished by any

special statute under which a. particular public investment is established.

The procedure oi a Select Cornmittec and other related matters thereto is covered

under Standing Crder No. L73 - 2A3, The Commiftee ha"s power, gnder thie

Specia.l Reitort af the Public fiiyestnr
Petyoleu.ru Re.finery Lirnited (i{,['i J)

.J- e:tts Co;+tntit:tee on ilis rEstructuring af Kenl,ai
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provisions of the Constirution, Naticnal Assembly (Powers a:lC Privileges) Act

(Cap. 6), the State Cor:porations Act (Cup d.46) a:td the Public Audit Act (Cap.

412), to summon r,vitnesses, exalrrine tirem on oath and receive evidence.

i .2 C cmmittee lvfelnh'r"E.1,dE

The Committee comprises of the folloining tVembers.-

(1)Hon. ACan l(eynan, CBS, MP - Chairperson

(2)Hcn. Kimani lchung'wah, MF - -'/ice Chairperson

(3)Hon. Sam::ny Mwaita, MP

(4)Hon. Cornelly Serem, MP

(5)Hon. Bare Shi11, MP

(6)Hon. Korei Ole Lemein, MP

(7)Hon. Adan M No9r, MP

(8)Hon. Mrthrka Linturi, MP

(9)Hon. Beatrice ldyaga, MP

(10) Hon. John M 
,ryy4ga, 

MP

(11) Hon. Njgg" Barua, MP,

(12) IIon. irungu Kang'ata, MP

(13) I{on. Onesmus Njuki, MP

(14) Hon. Eng..John Kiragu, M,P

(i5) Hon. Johana l+geno,'ffaP

(16) Hon. Mwacleghu Thomas, MP

(i7) Hon. AbduliswamaC Sheriff, MP

(iB) Hon. Paul Otuoma, MP

(i9) Hon. Johl Aluoch Olago, ltzlP

Sltecial Repo# of tke Public Investrilenis Contnitt'ee ot the restnicturitg af Kelya
Fetro leu rrc Rqi i itery Limited (!{PF.i-)
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(20) Hon

(21) Hon

(22) Hon

(23) Hon

(24) Hon

(25) Hon

(26) Hon

(rt7) Hon

Francis I'Tyeirze Mwanzia, l{p
Dr. Oburu Ogiirga, MP

Major( Rtd) JoLrn K. S/a.luire, lrip
Ogunr John Omondi, ii4P

Iv{ary K^e.;za. Sal1y, }r4P

Waftila Wamunyinyi, 1v{P

E ernar.<1 iia,-iriycki Kitungi, ]dp
Chrisa,nthus \iy'arnalwa., I*F

1ri

The Commiltee held a. total oi tweive Siltings in v.,hich it closely examined aird

heard evideLrce fiom witnesses. The lvlinutes of the Commimee are trereto annexed

and copies oi the Hansard R-eport mzy be obtained, at the National Assembly

Lfurary. In its inquir;v into whether or not the affaks of the public investments v,rere

managed in accordance with sound business princi-.lles and prudent commercial

practices, the Committee hearcl and recei.r,eri both o;.al and written evidence from
the Hon' Acian Duale, MP; Managtng Director Kenya Petroleum Refineries

Limited; Cabinet Secretary for Energy and Petroleurn; Principa.l Secretary, National

Treasury; inciustry stakeholders such as hTationai Ci1 Coryoration of Kenya

CiOCK) and Kenya Private Sector Alliance (KEPSA); Governor John lV1rutlu;

and other reievant v,,itnesses.

The Committee also considered the Speciai Auciit Repcrt of ttre Auditcr-General

and the Report of the Inspectora.te cf Sta-te Coiporations on the restructu:ing of
Kenya Petroleum F-efineries Lirnited. The recorcls of evidence adduced, docu.L:lents

Specful R.eport c_i ttte Public rtr;,Esit nr#s ijrLmrtiffee ofi tlteJ
)' etrol e url F.e.fiti e ry Li rnite d (IiPiLL)

restru ctu.i,i n:g oj' l.i. r::.-';, rt
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and. notes received by the Conrmiffee form the basis of the Committee's

obsen,ations ancl recommenciations as outlineci in the r-:poft anci can be obtained in

the }L{}''ISAP-D reports oi the Commiftee avarla.ble in th-e National Assembli,

Lrbrary.

These obselations and 1'ecolnroendations, if taken intc accor:nt and i.mplemented,

rvill enhance accountabilif", effectiveness, transparency, efficiency, pn:dent

investnient and financial rrra:rzgetrteut and profiiabiliry in State Corporations and

the public invesLments sector as a whoie and guide rn futrire reslrucfuiing and

prl atrzation of State Conporatioirs,

1.4 Commit'tee's General Cbseicirations

Below is a summary of the Cornmittee's observations on the restructuring of Kenya

Pefi oleum Refineries Limited (KPRL).

7.4.1The Government entered into a- share agreeinent inith Essar Energy Overseas

Limited on 31" Juiy 2009 with the major objective of tpgrading and

modernizing the refinery, The Agreement v/as signed to ensure the

modernization of the refrnery to the enhanced capaciry of up to 4 Ir,{iviTPA,

contraction of residue conversion faciiities, the production of clean products,

and determination oi product specifications, the minimization of emissions,

the stabilization of electricity supply to the refinery and basicaliy upgrad-e the

refinery in terms of the Agreement. This lias hovrever not been realized yet

Essar Energy Ovelseas Limited seeks to psil out of the retinery business.

Special Repon of the Public f.nvesbnercts Camtnirteg o'rr the resi:rttc,'.L:t;,ii..;t. r;.7" {,etryr:
P etrol ei* n Re.fZrcery Lirnite d (Y"PPO
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l 'Q'There is a need- to have a strategic reserve in tire couirtry to help ;icldress tiiet' challenges in s[ora"ge arrd euhance security of'petroleum supply through the
setting up of strategic petroleurn reser\/es.

1't''3 The exit clau.se jn ihe shelre agieemeilt befv,reen the Goveilment cf i(enrra anci

Essar E'irergy Cvctseas Lirnited. vras skevrerl jn farror,.r of the cornpany 1o the

extent that the Gor,'ernment woul d puy the company IJSD 5 lrzlilliol on exit
frorn KPR_L.

1't''/'Essar E'ner.gy Cveiseas Limitecl assumed all tire riglrs aird responsibilities o{.

ilie ir6rrttry shareholders when it acquire d 50Yo sta-1r-e a.i tire reiile::y rncluding
environrnenta-i cleaii-r-rp and restoratr.on of the envil'oiulient to its ot-iginal
condition.

l.4.5The poor restructoi'ing and de1ai, jn modernization of the refinery has hugeli,
contr ibrlted to tire irigh pump prices of oi1 (petroleum, kerosene and diesel) in
the Country.

1.4.6The delay in the modernization of the refinery has contributed to the

inefficiency at KPR.L -vhich ]had greatly jeopardtzecl the regional and national
economy and livehhood of Kenyans resulting to I(PP.-L losing support from
oil marketers. Some of the players in the industry ciosed down as the

Government was forcing them to refine their crude oil at the Refin ery at a
1oss.

1.4.7 The sale or privatization of key slrategic institutions which has a sigriifica,t
bearing on national security s;,culd only be und.ertaken if the benefits tirat

accrue to Kenlra-us oufweighs fhe corrurrercial interest of the private investors.

There should alvratrs be public partrcipation in line with article lO and i18 of
the constitutiorr

Speci*l i?-el.ttit tt a.;' ti;e Public fizyesitnetii:s
;:' e t / o I e t t ti t . irl-,1{ i i, r 1, L ! h,i i t e d ( IG Pj)

i.*"
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1.4.8 The cheque aliegedly issued by Essar Energ,", Overseas Limited to pay the

Government of l{enya for -,vaiver of its pre-emptive rights r,,'as osciliating

betv,re.;n Treasury and KPPJ for two years and was eveirtually relurned on

claims that it was drawn to the v/rong pa),ee (cireque lciting). The Cheque was

deliberately drawn to the wt"ong payee with the intention of creating deLay and

defi'auding the Governtnent of Kenya.

1.4.9The paymerit of tire consideration fee of USD 2miliion tooh long to be

effbcted aircl s,as substa.ntialiy reciuced from the initial USD 15 to USD

llmiliion and finally to USD 2 ivIillion. It took two years, fiom july 2009 to

Ivlarch 2011, for Essar Energy Overseas Limited to pay tire goodwili amount

yet flre com.pany was manag::;.g the Refinery two years before the payment of

the goodwill amount. The money therefore paid as goodwill could have been

generated by Essar Energy Overseas Limiteri from the refinery.

i.4.10 The Cabinet decision that modernization be undertaken at the refinery was

not adhered to by Essar Energy Overseas Limited after the exit of the IOC.

1.4.1i The Government agreed to the good.will consideration on the understanding

that Essar Energy Overseas Limited would undertake the modernizatton of

the refinery but this has never been underiaken by Essar Energy Overseas

Limited thus breach of contract.

1.t,.72 The Kenya Pctroleum P..efinery Limited iras oid technology and therefore

the Government shor-,ld develop a new refinery. For example the diesel from

the refinery hacl (10,000 ppd) higir ieveis of learl. far above the recommended

incuslry 1eve1s of 500 ppd drie to the obsolete techaoiogy at the refirrery

1.4.13 No Financial audit of the company has L,een done by the Audit-General

Oftice due to the 50:50 ownership stiuctrire oi the refinery. Part III of tire

Public Auciit Act, Irlc-r. 12 af 2003 anci p;rrt I\r of the State Corporation Act,

Sltecial lie,1;;rtrt a;'':it,e Pub/ic iriuesinten!:: Co;;it;iittee oi; the restructuri'ng af Kenya
Petroluti* .i1t{ii;,:ry Liiriite d (I{!}RL)

i;



, Cap 446, L,ar,vs of Ken1,,a be arnenCed to conrply wrth.e\rticle ZZg (S) of the

Constitution to provide fbi an express provision to the Auclitor Geleral to
aud-it all Governnient investinents i;tclucilng where GoK shareholding is iess

than 50 9/r.

1.5 C,:iz:ru.itree7g trt-ecq;n::c:ritrlalil,i.s

Arising from the evidence adduced and the observations, the Committee
recommends that.-

1.5'1 The Ethics and Anti-Corruption Commission (EACC) shouici inyesrrgate the

cii,]umstances un,jer -.ryhich rhe Cabrnel decision iol: rhe noclernization ancl

refurbishment of rhe -refiirery v/as igrrored anl Cfficers -vho flouted tire

Cabinet decision slrouid be held accountable.

1.5.2 The officers who pariictpated in the aegotiations, d.rafting and signing of the

share agreement ( the then Permanent Secretary, VlinisLiy of Energy; the

Invesknent Secretary and the then Chief Executive Officer, KPRL and

current governor lor Tatta Taveta County) be investtgated for engineering the

negotiations, drafting and signing of a slcewed sharehoirier agreement in favor

of Essar Energy Overseas Limited.

1.5.3 The officers who parttctpated in the negotiations, d.rafting and signing of the

share agl'eement ( the then Permanent Secretary, Ivli.nishy of Energy; the

Investrnent Secretary and the then Chief Executive Officer, KPRI-) be held

accountable for committin.g the Government to an agreement that seeks to

pay Essar Energy Overseas Limited USD Srniilion on exit.

1.5.4 The EACC should investigate circumstances under u,hich the consiCeration

payable to Governrnent for waiver of its pre-emptrve rights w,as reduced fiom

Specio.l l],eport of the Fubli.c ltflestffiefits i)unwiltee oru the restrt:cttti',,it; a1" !(ets,:i
P etro I eunr F.t: fi r i ry Li mi te d (I{PF"I,)

.,
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the initial USD I5 miilion to USD 2 irillicn and v,,as not paid in time and u,as

drawn to ei wrong payee by Essar E.nergy Ol,erseas Lrmiteri.

1.5.5 The Goveinment shoulcl establish an irnport terminal anC sn'ategic petroieum

resewe rn the counh-y to help address the challenges in storage and enhance

security of petroleurn supply through the selting up of stia.tegic petroieuni

reserves

1.5.6 Essar Energy Overseas Limited shor,rld undertake an environmental clean-up

and resiore the envilonrnent to its originai state in accordance with secticn

108 of the Environmental lt{anagement and Coordination Act(hlo B of i999).

1.5.7 The National Environi-nent L4anagernent Authority G\TE]vIA) should assess

the environmental rmpact in accordance to section 58 of the Environmental

Management and Coordination ActQrIo 8 of i999). and ensure that the clean

up of the environment at the refinery is undertaken by Essar Energy Overseas

Limited. An enviionmental audit be carried by NEMA to ensi:re that the

environment is restoied to its original condition.

1.5.8 The Government of Kenya should not pay Essar Energy Overseas Limited

any consideration d.uring their exit since they have failed to honour their

responsibilities in terms of upgrading and inodernizing the oil reflurery on the

basis of which a shareholder agreement was signed.

1.5.9 Any furure engagement between Essar Energy Overseas Limited and -the

Go''rernment of Kenya should be scrutimzed thoroughly with proper due

diligence being undertalien.

1.5.10 The exercise of prlattzation must involve all key stake holders thror-rgh

public participation prior to decision making in accordartce to Articles 10

and 118 of the Constituticn. The Privatr.zattcn Act shouid be amended to

ensriie pubiic participatior .

Specicti E-ei:i;it of the ,o-*l:lic i*ttestriterts lo;-;ttitit:tee on the restruch*iitg of Kenyn
P e t r a I s u. i'* F- e-fi n e ;, y L i m i t e d ( i.J RI-)

c}
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,1 
511EACC should investigate and determirre the ornnership of Essar Energy

C','erseas Lirnileci, a cornpanl, inccrpo ratedin l,4atrriti,,rs in ZAOT .

1-5.t2 Tlie Governnlent shouid fast-tra-ck the ci-evelopment of a- ue'yr ancl modem

refuri:ly to cater ici tire refinhg oicru,Je oil for national coilsltrnptiou and ior .

e,.ipott.

1-5.13 The Prtvattzation Act should be amend-ec1. to ensure that the Go.l,ernment

c1c's not pri'iatize oi' Ci-.rest ,llorn t.y o, sti:ategic in.restments or par.astatals

rn ithcut undertakiag d.ue diligelce

1'5.1':i Pa;-rt III- oithe Putriic Auiit Act, t{o. 12 of 2OA3 anrJ pa.rt iV of tLie Stare

Coipcration Act, Ca"p ,146, La'uts of'-Flenyi:. be aineirde;cl to compiy v,rjtl:i

Article 229 (5) of the Coustittition to piovide for an 
"ipr.r, provision to the

AuCitol' General to audit a.l1 Government in.restrnents inciudrng where GoK
shareholding is less than 50 o/0.

L.5 Acknorx,tredgemeut

The Committee wishes to recorcl its appreciation to th.e o{fice of the speaker and

clerli of the national assembly for iacilitating tire CornrrLittee tlururg its inquiry. The

Committee vlishes to apprecia,te the witnesses who a-ppeareC and adduceci eyidence

before it. Further, the Comminee is indebted to the staif of the National Assembly,

Kenya National Audit Oftice, the Inspectorate of State Corporations anct the

Department of Government Invesftnents ancl Pribhc Enterprises (The I'lational

Treasury) for the services they renri-ered to the Coinmii-tee. It is theji con;mitment

and dedication to duty thal macle the work oi thc Comrnittee and productron of this

Report possible.

Sltecia/ i.i,z];s,"i. of t.ha t.ubiic trni;estriteit;.:; {.:oiittiitiee on th"r rtsu'it.citriri;.i o.ft liet;.,u
Pe tro I es.ni ]i e.Jir'ery Li n i te d (IiPRJ,)
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Vir. Speaker

On behalf of the rnembers of the Public Investments Cornmittee, I beg to table the

special Report of the Cqmmircee on.the restructuring of Kenya Petrolei-rm Refureries

Liraited (KPRL) pursuant to-standing Crder 199 (6) and commencl it to the House

for adoption. I
/\

/\Sigo
\*---

fIOl{. AEAI'I. Y/. I/,EYNAI.{, CE .', IMP

CI{AGPERS ON, P{IBLIC ml1rEs T}vmNTS C O Hil\frTTEE

Date: e 2c !q

Siteciol il.e;.ioit of the ?ub/ic liit,estrircilis' {-)onr:r.itt'ce ttt tkc restrucruritg oj' I{enyg
P e ircle ulr. ii; cJitery Lirizi te d (iil>:": )
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?.,C EACKG,T.CU-I-.]-'

2.1 The I(enva Petroleum Jiefineries i-iriiitecl (KPRI-) u,as oiigiiraliy set up by Shell

and the British Petroletrm Cornpa.rry (BP) to serye tJ:.e East Alricair regiori in tite

suuply oi a wic-ie 'tarte';y of oil products in i959. T'he Cornuany vvas

incorporated in 7960, und.er the name E,ast Afi'ican C)i1 Refine'ries Lirnj.ted. but

later changed. its naine to Kenya Oii Refineries Limitecl in 1983, The refinery

complex I v,rhich ha"d clistiilation, h5rdlor-.uting, ca.tal)rric reformtng anci

bitumen production units v/as coinmissione d i.n ig63 airC the second refi;rery

cornplex was fluiished. anC cornrnissio;reci in l9la,

2..2 Tlrc refinery ptrocesses Cir:de oil mainl_r inrr:ro,:ied jlom tire gulf region for

marheting comirairies cn the basis of process'ing agreerrients .wirich set out tire
precise term.s on which the rtefineiy takes custody of si:ecific quantities and

fypes of crude oi1, and horn, they shoriid be processed and delivered. The user

pays a processing fee fbr this service wirich varies accotdtng to the lype of crude

oii processed.

2.3 KPRL's main prociucts inclu.de I-iquefied petroleum gas, unleaded premium

gasoline, regular pefrol, automotive gasoil, Ind"ush1a.l diesel, fuel oi1 and. special

products hke bitumen and grease.

2.4 KPRI does not ovrn crud;: oi1 or producrs aird it serves all custorrrers, called

P.efinery lJsers, withln processing agt;eeffrents and offers the follo.,rring sen,ices:-

(a) Crude oil refinlng

(b) Laboratory seivices

Sitecial -{iep;ott of the Pitltlic lix',testffici;is Cot*:iiti:ee ori tli.s restril.ctitrins. af l{-enya
P e tr a I c un't R-e_fi n ery Li ru i t e d (KP PJ )
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(c) Loading Faciliq,

(d.) Emergency Response Schoo1

2.5 KPPJ is privately or,vned iimited liability Company. The Government of -T_(enya

owns 50% of the Compa:try's equiry and the other 50% is heid by Essar Energy

Overseas Limited (EECI-).

3.0 Y

The lnspectorate of Sta.te Corpcrations presenteci a report [o ihe Corrrmitee. The

report highlights the folio'.,r,,ing issties : -

3.1.1The Govemment of I(enya :r;,l9ll acqr,rired 50% shaieholding jn.-EasrAflican

Oii Refineries Limited and thereafter a second factc,y complex was completed

and commissioned and in 1983 the company changed its name to Kenya

Petroleum Refineiies Limited.

3.1.2In 1991 Esso sold off its share and rn 2009 Essar Energy Overseas Limited
acquired 50% shares from she1l and BP thus making the KPRL a private

company where the goverrrrnent onJy owns 50% of the company's share equity.

The share skucture of Kshs. 20 rnillion nomi:ra1va1ue is di.stributed as foliows:

Shareholder Norcinal t,a-lu.e

9.9 millionCabinet Secretary Treasury (incorporated)

Essar Energy Overseas Limited 9.9 million

TotaX shares X9.8 rrsiiic,'

tr'ub!i,; j:ir.,/t...:iilei iis Co
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'3'l'3 The preempti''zc clause irr tire sharehoidei agieement requries tSat tl,e exrstrngi shareholders be apprcached befble 5ii5r-rs521, hence the Government of i(en-ra
in-loLvement ',rihen Essat Energy Overseas Limited, acquireci tlie 50,,/h

sliareholding. Sirnilarly the Go.rernment'.;riii have to be involveC ir tiie plannecl

exit by Essar Ener.gy Overseas Limitecl.

3'1'/' The refinery stoppecl cperaiicns on 4'1'septembe r, ZA13. The colrpany lvas
runniirg inefficiently leaclinS; to consunlers of oit products being ciiargecl a-n

extra Kshs. 3.6i per iitre attri'lrutec to outdated technology.

3.1.5 Essar Energy Cverseas Lirniiec1 v,za-s inr:orporatrjci in j./ialuitir_rs in 20C7 bef;:;le

acquiring 500/c share capitai irr li?rtI-. Tire company has given u,,p,.rt option,,
to the l(enya Got ernment r,,rhich v,,or-ild culminarte in divesting its currer.t
interest in the K-PR.L as provideC. fbr in the inemoiand.um of association,

3.7.6 There are outstanding issues of pollution on abcut 50 acres of I{pRL land
which the ttiree previous shareholders who offloadecl their holcii:rg rights to
Essar Energy overseas Limited- ihat have not been resolvecl,

3.1.7 Even as Essar Energy Overseas Limited planirecl to exit, management had
planned an Ltpgrade progra.m at a cost of USD 1,75g.25 million (i<^shs. 100.g5

rniilion) with the projected funriing expected. to come from the Government of
Kenya before getting clearance from tire financier. The a:rarri o[ contract foi
the upgrade programme was schedule c1 to take piace in Cctob er ZOi 3 while the

expecied cornpietian date v,zas September. 2018.

Specia! -lie.por.i of tize Publi
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C offi.rl:,.'.itee' s obserra:icr.s

3.1.8 The Commitlee observed that:-

(i) There are outstanding issues of pollution on about 50 acres of KPRL land

(ii) Essar Energy Oveiseas Limited rryas inccrporated in lviauritius in 2001 before

acquiring 50ok share capital in ?3R.L.

(iii) The Essar Energy Overseas Lr.rniteci has given a "p''"rt option" to the 'i{enya

Government which would c'alminate i:r divesting its curent interest i-rr the

KPRL as provided for in the Mlemorandum of Association

4^.8 E\TMEI{CE

4.1 EIrIDENCE EY HGN. ADEhT DUALE. Ivm I\mh,ffiER OF

PARLIAMENT FOR G,ARISSA TO\X,/N

The FIon. Aden Duale, MP, Member of Parliarnent for Garissa Town, appeared

before the Commitlee on September 24, 2AB to brief the Committee on the

restrur.cturi.ng of Kenya Petroleum Refineries Limited (KPRL). His appearance

followed concerns raised by Members on the matter in the Flouse and he informed

the Commitlee that:-

t,.1.\ I(enya imports all its Petroleum requirements and its annual co:rsumption is

approximately 4.1 million tons. Prior to deregulation oi the sector rn 1994,

F-PRL vras ftiiiy protected througir the 'White Oil Rrile' ciause where Oil

Marketing Companies processed cruCe oi1 at KJRL.

Speciel P'-e1;,:tt of the Public {.nitz;;ti',ze;;.ts Cam.r;;ttee oitLu
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4,7.2 Oir 28'h i'Iovember, 2003, the h4mistry oiEneigy under gazelse LegalNctice

No. 197 established the Open Tender Systerir fbr both cnide crl and rr:f,ned

petroleum products br-rt requrring thai al1 Oil Marketing Conrpanies to

mandatcrily process crude o:1at i(PP.,-l-.

4.1.3 KPRL was initial|y aioint venture befrveen the Government of Kenya (50%),

Sheil Petroleum Company (17 1%), BP Af,tca (17J%) and Chevron G.lobal

Energy Inc. (15.E%) befr:re i.ncorporatioi': of Essar Energy- Cverseas Lirnited.

who replaced the Internationa.l Oil Comnanjes.

4.1.t, Recognizing the need to upgrade and rnalie tire oii refinery nlore cornpetiti.r'e,

tire Cabinet il a meeting helci on 3'd Idl.y, ZOW vide itiin.15/1 ap.rrovecl that

the oii refinery be mocleintzed, the Goveinmeill to retain 509'o shareliolding

and the I\{inisters fbr Finance anri Energy rcspectively to take on Board

interested investors on a competitive basis to diiute tire existirrg shareholding

of BP, She1l and Chevron.

4.1.5 Following the Cabinet decision, lnany firms such as Patrofac (UI(), Oman

Oi1, Essar EnergrT Cverseas Limited (India), Bha-rat Petroleum (India), Tamoil

(Libya), Engen (Souflr Afiica), R-eliance Industires (India)) expressed tnterest

in being sharehoiders in KPI{L.

4.1.6 In KP'rtL Board meeting held oir 16'1' Ivlay, 2O0J , the indr-rstry ShareholCers

made it clear that they .,, 'ou1d not rvish their shai'es diiuted nor would they

take palt i:r the Refinery Ulgra-de progra-mrr-1,e. I{oivever, they indrcated a

possibility cf a joint clisposal propcsal tirat vrould engage an independent

cottstlitant k.-r seek ofl"brs fi'om the cpen marjcet.

Spr:c'i,:t/ l::lt:pc"i! of the Pablir' )itr.::3'1-,',rr,,tts {amtnilleg ul t'hs res;;.i;t:!lriiig qf Keriycr
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4.1,7 In September,200l, rhe Industry Strareholdels decided tc collectively dispose

their equiry through a competitive procurement Drocess anci identified. Essar

Energy Overseas Limited to buy their shares at USD L0 million (Ifths. 790

niillion).

4.1.8 Essar Energy Llverseas Limited and BP, She11 and Chevron entered jlto slirare

sale arrd purchase Agreement iated 20th December, 2007. However, the

Agreemettt ',,vas conCitionai on Government of Kenya (GoK) renouncing its

pre-ernptive rig..is.

4.1.9 Through a paraIlel furitiative tne Government of iienya had earlier identified

Tamoil (Oil Libya) as potential investor parlner jn the project as per the MOU
signed between Kenya and Libya during the President's state visit to Libya in

200l.Llbya oil had expressed interest to support Government of Ken1r3 in the

Refinery upgrade, new Mombasa- Nairobi oil pipeline and LPG import a.nd

storage project in Mombasa.

4-1.10 To give a far opportunity rn pafitcipating in the Process, the Permanent

Secretary GS), it4inistry of Energy, sent out term sheet to botir Essar Energy

Overseas Limited and Libya. oil l-iolding on 21" Januaiy, Z00B setting the

criteria to be used in selecting the new shareholder r,vhich iircluded USD 15

million in exchange of goodwill and renunciation of its pre-emptive rights.

4.1.i1 The negotiations between the Goverr,:irent of l(enya and the two prospective

shareholders culminated in a decislon by the Governrnelt to offer them trvo

equal shares o{ 25% of the 50% sharcs of the Iniernatic,ral Cii Companies.

Speciil iieltort of the Ptiblic li-nlq:i;tiyltts Ccmmittee on iitt4t)r(]
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4.7.12 Subsequently, in a. meeting heicl on i3ft August, 2OOB betweel Governineitt

of Kenya and the prostrective shareirolclers, it was agreed that boih Essa;.

Energy Overseas I-mited and Libya Ci1 share 50% equity equally, fast tr:a.ck

tlre upgtade and botir of them to p;orricie fiiiancing. 'lhe estiinatei- project

cost had escalal.ed. to IISD 2150 rrullion in 2CA9 due to sharp ilcrease in the

intemational maiket.

t,.i.73 Essar Eneryy Cverseas Lrmiterl Group is a conglorneratetvith investments in

oii ancl gas, steel, consrruclior. shipping ancl logistics, coinilrunication and

llo\iler r,vith invesl;:rienr-s spannlng over 20 countries. Essar Energy Cr,,rseas

i-imiteC o\,'ffrs 5C0/a sha_teliol.iing at ir,fR]-.

4.-1.1'4 Article 2'2 of the Cornpany's Articles of Assocratlon stipulaied that a sellirg

shareholder mi;st offer shares to the rernaining shareholJers before ofiering to

a thit'd parry. However, the Government was not inl:rested in buying the

Intemational Cil Com.panies (ICC) shares and agreed that the industry

sharehoiders conciude tire proce ss of sale with Essar.

4.1.i5 On September 24, 2A0B Essar Energy Cvei'seas Lrmited made offers to

Government that they -v,zould have eqriity of rrot less than 50Dk, and that they

vrou.ld provide assistance of USD 5 miliion towards equiry in i(PPrL on

behalf of Governrient of lienya and F;rth er rf the Government would be able

to negotiate tkre plice of acqLrisition of shares of BP, She11 and Chevron at iess

than USD 20 miliioit, the difirrential amount v,,ould be paid by Essar Energy

Ol,ersea-s Liinited toward.s Governmerit of lienya's eqr-rih7 for the

modernizatioir i:roj ect.

'ir: i Soccia! Jit':tot! of the *.blic !iii,st:i;r,.:'tii.s Co;sur'tiitee o;'t rlte restri:cii^triii; of l{.en.yt,-^", \
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1,.!.i5 Essar Energl, Ovei'sea-s Liinited had oflered Government of i(elya an initial

amount of USD 1i rniiiicn in 2008 however, Gorrernment of Kenya declined

to get involr,ed in the negotiations vrith IOCs on behalf of Essa-r Energy

Overseas Limited. Essar Energy Cverseas Limited hacl a ccrnretitive bid

floated by the private shareholders and consequently changed the goodwill

offbr fiom the inrtial USD 11 miilion to USD 2 mi11ion. The red.uction of
goodv'ril1 offer accotitn'g to Essar Energy Oirerseas Lirnited rx,,as Cue to delays

in the negotiations fo:: ihe sales of shares a-ni finaliza-tion of shair:holders

agreement, glo'oa':. econcmi.c crisis and difiicult terms of financing for the

tnodernization project. The Government oi }ienya agreed to the

consideration of USD 2 million and iircorporated it into Clause 5 oi
shareholders agreement of 31" July, 2009 providing that the amount was to

be pard by Essar Energy Overseas Limited into I(PRL's account to hold it in

frust ior the Government.

4.1.17 The payment of USD 2 million v/as received by Treasury on 30'h Ju1y, 20A9

in favour of KPRL. However, afLer consuitation, it was agreed that the

mcney be received in Government books. Consequentl;,-, the cheque was

returned. The money payable to the Permanent Secretary (PS) Treasliry v/a-s

received by CBK through Real Time Gross Settlement (RTGS) on 15'h

lvlarch, 2011 and an equivalent of Kshs . 112 million was transferrecl to the

exchequer. Essar Energy Overseas Limited also paici USD 3 rnillion to the

international Oil Companies (iOCs).

Special Report af the Fu.i}ic ivii,e:;ttnefits Carixuiiise oit ti-ie i.es!:'i:citi.ri;,g20
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:"8 
Befbre transition of KPr1-r- fiom tr-,iiing io merchant nrorJc, oil rnarketing
ccmpanies (CA4C) r",reie ieclurred b,v I-ega_i i{otice },lo. i97 of Decembei 3,

2003 to process cii at I"Pi{L. Oi: iurning to mercirant riode pt'operatioi,, the
aciriai cOst of prrtd-r-:-ct fi'om I.-PRL r,rra-s userJ ar.ici refblreci. io F-clinery C.ati:

Pass.

4'1'19 Frotl i)ecember ZD\C to,rr-pril 2013, the price ittfierence Detv,,een the rer1rnccl

imported prc Lucts and yrdtut-ts lefri-r ed. at i.-PRi, hait a.r equiva.ient loss c1,

Kshs. 13-69 billion vlhlch transla-teC inio a. ioss of Ifths. 5.2i8 billicn per yezr
This resuitr:ci uiro r.'a.drticnai cosis al the plljrri-r cf lfths. 2.74,for pj:.tis,2.5,:I

for Diese1 and 3.i2 fo.r kelosene. 1''?P; rro'rv far:cser]cr'rrror]s chaLlenges -;vtir

he expiry of the interirn proCuct take off ag1'eenent on 3l't Dccernber,'ZO1Z

and later extenCed throu"gh co;isensli.s r,vith OIv{Cs [o 30tr' June, 2013. i,r is
irnportant to note that no crude oil has been procured and delivered si-pce

Jrine 3a,2a13 thereby jeopardizing operations of KpR.L.

4.L.2,0 IIPRL sought credii faciliry of IISD 350 million fi'om Standard. Chat'rered

Bank Limited on comr:llenceme:rt of li,ilerchant iVIocle to procure crude oiI,
process and se11 the products to OIv{Cs. Flowever, due to high costs of the
products, some pioducis have not been lifterl from i(PPJ- and the Bank is
claiming these stocks.

a'.1.21 i(PI[ has over t]re years not been able to meet tire OMCs producl

reqi:irernents resulting to a sigr:ificant product loss. This necessitated the

OVtCs to commission a forerisic sludy sanctioned b'y the ii,,iinistiy oiEnerg;,r

ancl 'urrdertaken by Deloitte Corisulting l-imited in lrlovernber, 2012. Thc

Sitecici liepcft a;f tlrc Pul;/tt: ],,;-,,;.1:!7
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srudy .ralued the i"'ieid loss to be in excess oi Kshs. l.l b|.lion plompting the

OMCs to seek corirpelrsarion for the estimated loss.

4.1.22 The refinery sits on 300 acres of pr:,lne land v,,orth approxi-urately Kshs, 15

billion and its storage cay.:acify is approximately 403,000 cubic rnetres valued

at lGhs . 16 .3 billion. I. DFJ- wage bili is a"pploxim ately Kshs. 48,57 0,449 per

month or Kshs. 582,845,388 pei altnum.

C c mmi.ttee' s Obs en,a,ti.clis

4.1.23 The Commiffee observed tha-t:-

(i) Tlre inefficiency at KPR.L iiacl greatly impacted on the econorry andiivelihood

of Kenyairs resulting to KPRL loosing support from oil marketers. Some of the

players in the industi"y closed down as the Government v,ras forcing them to

refine rheir crude oil at the Reflnery at a loss.

(ii) The Cheque a11egedly issued by Essar Energy Overseas Limited to pay

Government of l(enya fol wa-iver of its pre-emptive rights was oscillating

between Treasury and I(PRL for lv,,o years and was evenr*ai1y returned on

claims that it was addressed to the \,wong Da),ee (Cheque kiting). The Cheque

was deliberately drawn to the wrong payee with the intenticn of causing d.elay

and defiauding the Government of Kenya.

(iii) The payment of the consideration fee of USD 2miilion tooh long to be

effected and was substantiaily reduced fi'om the initia-l USD 15 miliiol to USD

i 1 l/Iiilion to USD 2 iizliliion. It took iwo ,vears, froi,l J:cy 2AA9 io lidarch ZO!1,

for Essar Energ.T Overseas Limited to pay the goodwili arirorint yet the

Compant/ was lnana.gln.g the P'efinery tu/o yeais befbre r.l'rc payn-:.ent of the

Special Repofi cf tite Pi.t
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goodin,ili artount. The rnoney therefbre paici as goodu,ili couic have been

generated. by Essar Ertcrgy overseas Lirniteri fi'om [he refinery.

(i'r) The Cabinet decisiou tiiat rooci€Ttirzztiort Dc r-inrierta.icefi at iire iefi:iery v/as

not adhered to by Essar Energ Overseas I-i,-niteC aft..;r the e;lit of the ICC rn

ccntlavention cf tne f'abjlet clec.isron.

(v) Th.: Got ernment agreei to the goodv,,ill ccnsii,-eta-tion on the und,erstand"ing

that Essar Energy Orrerseas Limited.,,-ou1ci i-indettake tl.r: rrrcclernization of tirt-

refinery but this has never bceri iindeitalien tr;,E,ssa,,.

(r'i) There 1^/as ai1 urgerrt neecl to buildr a .,e\ry i-efir.iery in iight of the iecent

discovequ oi cii i:r the cou::rtiy ii=IGRI-, ca-niiot be rioiierntzecl..

4"2 iI-',rctrit.IcE E-ia C,i:]IEI'lllll3iluTij.iDl i_::l-_fi;:{ +

T'he Committee was infbrmed by the Audiior General that the accounts of rhe

Kenya Petroleum Refirreries Limite d have never been audrted by the Auditor

General. The accounts were atdrtedby apr:ate ariditor appointecl by the Board of
Directors and the Auditor General was therefore not in a position to comment on

the accounts of R.efinery.

The Chier'Executive Officer, Kenya Cil R.efineries Limited, I,:ir, B. ivL Bansai,

appeated beiore the Comm.ittee on No.rerirber 02, 2013 and he i:rforrned the

Commiftee that:-

4.2.1 Tl:r,e Conrpany had rr,rriften to the A.uciitor Generai ou the auditrng of its
accourits but no reply had Loeen obtaine,l iroin the Audit Office. KPRL is a

privaie Cotnpa-ny established under th.e Corrrpa-nies Act, Cap 486 arfi uoi a

State C)o,-porat:ion and tiierefore can:rot be audited by tlLe li.uditor Genelai.

Spt,:i*l it!.epc:t of the Public ]tiysstritsnts Ccmr'titlr:e ot ri:.e icstrilcruring ef !.,-ett.-.,r;
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4.2.2 KPiIL is a 50:50 jo'lt venture befu,,een Essar Energv Overseas Lirnited anC tire

Government of Kenya and i-s thereibre not a state Corporation as defned. by

Section 2 af *te State Coipora-tions Act, Cap t45.I(PR.L is oi,vned throi;gh the

Perm.anent Secretary, Trcasury which is excluded from berng teimed a State

Corporation.

4.2.3 Section 89 of the Fubiic Finance lrzlanagemenl Act of 20i2 requires the

Natioiral Trea,sury to submit a consolidatecl report to the Auditor Geneial

every year znd sets out the rntbrmat"ion req:;:.ired from Government ii.nkect

Corporations. KPRL has complied r,r,ith Treasur.ry's request for tirc requisite

infor"mation even thougir it does not iali in the category of sucir Govemment

linired Corporations.

4.2.4 The accounts of the Refinery were audited by a private auditor appointedby

the Board of Directors. In the audit, the Company has enjoyed unqualified

aud.it reports. The change of auditors could have an impact on the operations

anri management of the Company,

4.2.5 The performance of the Company has been on the down tiend since the

industi'y switched to the merchant mode. The Company has been on shut

down since September 4u' , 2OL3 since no crude oil has been rrnported by the

marketers.

4.2.6 Since the closure of the refi.ner1,, the country has been reliant on imports

except for the rnontir or" Octol,.er and ].{ovember where there was minimal
deliveries from KPR.L of petroieuil products produced from crucie oil that had

been impoi-ted ur inalr 2A1 -". During the closriie period, the retaii purrip prices

havc been on tire irtcrea,;: coiitialL-i,' to claims that tlie higl pump prices are

S,ticisl E-eporr of the
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attribr-rtcd to inefiiciencies at the refrnerl,. The closure of tJre refinery has not
transiated to iower ftrel prices in spite loi,v internationai crude oil prices,

4.2.6 The Conr:nittee observed that:-

(i) Aiticle 229 (2) of the Ccnstitution p-rcvirles tirat ti:t Aud.ir.;r General ma-),

audit the a-ccounts of any public entir_-rr th.a.t affracts public funding
itolr.rritilstanding the manCratory eutitres lhat the Auclitor General must zir-rd"it.

(ii)KfP'.L has been perfbirning pooriy .'rr',ei rhe -oiotec[ive mearsiiies by tire
Government rlrere r,r,'aived and this is confirm e1tby the fuct tha.t the Cornpariy
has been on shut do.am since Septernber, Z0!r.,.

(iii)itlo proper audit of the Cornpany has been done by the lrTational Audit Office
due to tlie 50:50 sharehoiding ownership of the r -inery.

(iv) The Govemment shoulcl not prlatrze or divest from key or sirategic

inve shne nts / P arus tatals .

4,"3 EVf,DEhICE BY T'll:E If.E}.IV,A. PH-E-V,rri,TE SECTOFT ALLtrr'J-*CE (trflE]:SA,]

The Chief Executive OrTicer, Mrs. Caroi I{arir-rki, i(EPSA accompaniecl by other

officiais appeared before the Committee on January 22,201.4to brief the Committee

on the restructuring of Kenya Petroleum Refineries Liraited (K.1IRL). Sl:e i,tbrmecl
the Commit[ee that:-

4.3.1 KEPSA is of the vierv that private investment in the facii1ql to convert it to a
storage terminal is critical fbr the fb11o'r,rnr: reasons-.

Si;acial Repori oJ' the r,r:blic fit.ies;ifle1ts
{'ei'rolzum Refine ,,y Lirr.iied (it:JjLL)
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(a) Kenya does not ira''re any sfrategic storage iacilities - It is irrrperative to

note that with IGRL sirutdown, Kenya is oir axerage less tira-n i0 days

away from a total stock out situation. Any impact on the sr,rpply chaut

e.g. port closure or vessci breakdor,vn couki see frue1 shortage at airports

an.rd a', the retail outiets.

(b) KPP..L has over 400,000rn3 worth of storage tanks

(c) This faclLir,l is currently underr,rtilizeC but significant investmeirt is

reqriired to ensure direct connectivifi -with the port fbcilities and

conversi.on of crude tanks.

4.3.2 The Refinery is an rmportant strategic national asset, whose role in the vahie

adriition chain wiil grow when commercial production of the recentiy

discovered oil in Turkana commences.

4.3.3 Price stabtltzation is notreahzable without strategic national oil reserves. The

rcRL stora.qe supports feasibility study on building SBM (floating berth) that is

curently under process with lrTational Cil Corporation of Kenya.

4.3.4 The LAPSSET project proposes a different iocation for new refinery in line

with oil discoveries. KPRL's current location does not flt in the pianned

shategy on refinery location and thus conversion to storage facility is a more

viabie alternative. The Private sector (investors) is in a befter position to ofibr

necessary filancing and provicle more efficient rnanagement oithe facility.

Special F,eport of the Pubilc ,i:itestinefits Cor;trtliiee oii ii'is ,nestruchirirg af i{sr,.,,6
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4'3'5 Invesrnrent will enhance the coinpetiti.re position of the faciliiy. Lificrent- provislon of petroieum produci., heaviiy relies on tne status, phj,sical
infr"a-stiucfures for transportation, rrfnlng anii storage. In tiris r,:gard., there is
need to invest ir: the cil refinery to enable acqu.isition of modern technoiop;_y

and inft'asiructure.

4'3.6 The IGF-L faces a nurnber oichallenges, afilcng them:-

(i) Price - I'JDRL is unable to compete wito prorlucts fronr modem
relineries in V/estern Ind.ia and Aral: Guif (ciifference up to I..shs, 10 per

litre) cir,ie to poor yieid pafte.rns.

(ii) Quality - IiPRi technology could not prodr:ce fuels tha.t met curent
industry stanclards e.g. Diesel-KEBS standard is 500ppm iruhrle KJR_L

produced 10,000ppm. T'he poor quality at the refinery and storage is
blamed on infrastmcture limitations and o1d technologies which aflect

disiribution and suppiies.

(iii) Lack of substantive In''restrnent - The outclated technoiogy resulted in
refinery inefficiencies inciuding being rinable to process atl the by-

prodncts from crude oil.

(iv) Historical issues- Indepenrlent auditor repoil shows that KJ,itI owes

Oi1 Vlarketers cver Kshs. 9 Biilion r.rorth of stccks and. 5risl{s losses of
Kshs. 7 Biiiion.

?1)l
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4.3.7 T'he Committee observed that:-

(i) The refinery should be converted to a storage faciliry and that the

Government urvests in facilities to be used in receiving products for storage.

(ii)There is need to harre a st"ategic oil reserve in the country to help aCdiess the

challenges in sntrage of oil and oi1 ploCucts and enhance security of oetroleum

supply thiough the settLtg i:p of stiategic peh'oleum reserves.

(iii) Essar Energy Ovetseas Lrmiteci should undertake an environmenta-l ciean-up

and restore the envtronment to its original state.

(iv) A nevr refinery be established -r,,ithin trre I-y',PSSET project.

4.4 EVIDEI{CE tsY T'trre I{ATIOI..TAL GE, CORFCH.ATIOI\T (NOCK)

The Chief Executive Officer, Mrs. Sumayya Athmani , appeared before the

Comminee on January 23, 2014 to biief the Committee on the restruchrri:rg of
KPRL. She informed the Commimee that:-

4.4.1 The Energy and petroleum audit uirder'Laken by Deloitte for the period ZO0Z-

2072, has shown that the refinery owes Oil Marketing Companies (CMCs)

approximately lfths. 16 Billion ia yieid shifts ldovrngrading of products from

higher yielding to lower yielding products) as well as difference befween

deeined and actual production. Due to the technoiogicai challenges, the

refi.nery was also restricted to processing only one crucie il/pe; Mur-ban which

is a light form of crude fi'om Abu Dhabr and one of the most premium oricecl

crude oils in the world. Thus the Refinery only relieci on expensive fecCstock

vrhich further contribr-iteci to high clomestj.c prices.

Speciel Repo',t of thc Pabii,; in,testments Comr';titiies t;i: t)i-:: resiry,ci.ttrhT; of
Petroleurt Refi, :iy Litriten {::<PFZ)
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4r4 2 The cost of installurg a hydrocra.cl.,ei r,nit tc rrnprcvc tlie efficiency of the

refinery is approxirnately TJSD i B,rilion. I-ior,ve',zer, this ireing a Bro-wnfie1d

project, even rvjtl: improve,l efficir-:nc1r, :he p.eiurery woulci stiil vi,crtrl vi,itbi_ri.

tlre consh'aints of the installecl (namc o.late) cala.city of 8C,0CObpCl (i;arels per.

Cav) which s'ouli stiil rercler it uncompetirlive in tne ltce of La3er refineries
in India and Arabian GuLi. To inci.ea-se capa.cit),, it r,vorild reqr.rire urstallation

of a-d-ditional mociules rrrhich ivii1. puski up 'fuithei: the cost of tltt .tpgi,a.de. It is
a-lso uncertain L,o-ntr nev/er moduies vroirkt iniegi.ate i,vithin a refureiy that is
rlr,e decaCes o1d.

4.4.3 'fo cater for the v,/a>i7r crude rypes 1tl:e the fl,-Lrl:ana oi], tirere ,r,roriJrj be neeC to

provide ior heateC tiand.ling i.nf,'astructure srrc.h e-s tanks and.pt elj.nes as v;e1i as

provide for a \lvax separation unit wilicir vrould firrther increase the cost oi the

upgrade. The total cost oi the upgracle rvoulcl ilierefbre not diff-er substazrtially

fl'om the average of USD 4 to 6 Biliion reqi-,irecl for put[ing up a Greenfield

projecr of between i20,C00bpd to 1g0,000bpd.

4.t..4 -lhe main reason why Essar Energy Oversea-s Limited optecl out of the

refiner-l. upgrade is the tiigh cost of the L,Dgracle ano given the curient

chalienges, aity new investors in'vited. by the Government to take over from

Essar Energy Overseas L,imited u,ou1d come in v,,ith a plethora of requ.irements

and ple-commitments frorn Government that lvould skew the pro;ect to thejr

ta-vourto tl-re deh"iment of the Government as a shareholder and the counlry.

4.4.5 Cvcr tlee last decade oniy 7 of g0 refinery projects rn Africa weie completecl,

tliis included ripgrad.es and Greenfieid;efineries. Investrnent is being

,i1.'1 i 'i;t::t:iril F.e,tort oi" th.e Publ!c i;iyestntents Co*rri.t.-i.ez oit t'i:a ;'estruclarit;g attc l,'.,ettyri
i i' ; i i' t; I e wn Refi . n e O,,{-i i.i. i ; i: s a! { !J' ;:J,)



channeled to storage and infi'astructure. Some of the most recent oil ierrntnal

projects planned inclu.Je oil tracier Gunvor which has pledgeci USD 500

million to buiid a joint fi-re1s hading Cornpany in Gabon wirile 'Vivo, part

ovrnedby Vitol, is investing USD 250 miliion over three years. Addax & Oryx

Gloup aLso has plans to invesl LISD 400 rrlillion. TraCers no\,r/ vie',r,, termrnais

as being more usefril going fonvard to meet risirig demanC tiran additional

small scaie refining,

4.4.6 The Mombasa refi.nery has a totai storage ca:pacity 455,200m3 out ci r,vhich

107,000m3 is crucle storage while the baiance is refined product storage. This

hanslates to 34% of the totai stoiage avarlable in the country and rs the single

largest storage facility in the region. Converting the refinery into a storage

terminal would titerefore free up rhe crude oil storage and rcIease the product

storage for use in operational and strategic stocks effectively o:eating an

additional 36 days of stock cover in the counoy. This would help address the

challenges in storage and enhairce securily of petroleum supply through the

sefting up of strategic petroleum resel-ves.

4.4.7 In addition, converting the refinery into a storage would integra.te weil v,rith

the planaed offihore jeffy project by hlational Oil by lrrlcing the proposed

loading /offloadrng terrninal to tire refinery thus removing the lmmediate neeci

for a new storage facility to be b'uilt.vith the nev,r je6,.

Special P.e|tc;'t o;'t/te Puuii:: .'!ii?est,,iiefits Con;n;ittet o;; l!;i:
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4.4.8 The Coi,mlir[ee obsei-ved tha.t: -

(i) There is a iieecl to have a stral.:gic reserve in ihe cor-rntry io help aedress tle
challenges in storage anc enhance securily oi" perroieurn sr-ippl.y through tlLr:

setting rip of siiategic peh-oleum resei-ves.

(ii)The reiinery be converted i:rto a str:a-tegic storage l.eseire.

(iii)The Essa-r Energy Ovet'sea-s Limited shouid undertai:e a.n environmentai
cLean-up arrcl restore tire eirviroriment to its oilgin;.,i state .

(iv)A nev-r reI-iner1, g. esrablished. within til: LApssET projeci.

:{ l:f ,'1
-i i'L-

-:,r
'r,i z-

The Cabinet Secretary ior Energy and Petroleum, i.dr. Davis Chir.chir, appearcrl

before the Committee on January 24,2074 to adduce evid.ence on the restruciuri,g
of the Kenya Pefioler:m Refineries Ljmitecl-. He informed flre Committee ttrat:-

t,.5.1 The Kenya Petroleum R-efinery Lirnited wa-s initi aL1y ajolrt venture betv,reen

Government of I(enya (50%), Shell Peroleurii Compan5, (11.1%), Bp Africa
(17.1%) and Chevron Global Ene,:gy Inc (15.8%), before incoiporation of
Essar Energy Overseas LrmiteC who replar.:ed the International Oi1

Companies.

4.5.2 In recognition of tkre need to upgrade and mahe the oj-1 rerlnety cgmpetitive,

the Cabinet vide lrzlur L5/07 oi the meeting heiri on 3'd \rta-y Z0O7 (Annex l)
a.pproved among otirer tJ:rings th.ai.; iiire R-efinerybe moclernizeC, Gc.rerrrne;ri

of Kenya reta:ns 5A0/o sh,trehoiding il tlie Cornpa.ni, a.ncl. that rhe V.tinister f,:r

S:::cis/ Reisot't c,f the Fublic trn,,,estilertts
P e tr o I e rinr Rej*t e ryt I-i m ifl: a ( tr: 11 RJ.i
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Finance and Eneig, take on board interested rnvestors , on a competitive basis

vvho would dilute the existing shareholclers (tsP, Sheii and Cirevron). The

industry shareholCers did riot wish to iiave their shares cirluted nor ta,ke part in

the Refinery upgrade progiamme. I'hey also pointed out the possibility of a

joint drsposal pi-ocess a.nd tjra.t they rvould engz,ge an independent consultant

to seek offers from the open ma-rket.

4.5.3 Fior:r the time of tire Caburet decisi.on, lnany firrns expressed inte,"est in beirrg

shaieholders in KPRI whiclr inciucied among others; Paffofac (TJK), Oman oi1,

Essar (India), Bharat peffcleum (India), Essar Energy Overseas Limited ano

Ltbya oi1 Fiolding Company. in Septembe, 20AJ, the industry shareholCers

decided to collectiveiy dispose their equif'j to a ne\,v investor, through e

competitirre procurement process. They therefore identified Essar Energy

Overseas I-imited to buy their share at US$10 rnillion (Kshs. 790 miilion).

4.5.4 Essar Energy Cverseas Limited and BP, shell and Chevron entered into share

sale and Purchase Agreement dated 20'h December 2007. Ilowever the

A.greement was conciitional on Govemment of I(enya renouncing its pre-

emptive rights. The amount payable to the three companies r rere as follows;

Coxr;ralry 1"{c cf; Sha.res Armcurut ln USD

,, Shel1 684,5€,4 3,422,820

" BP 684,564 3,422,820

u Chevron 63A,872 3,t5436A

Total 2,0C0,SS8 1CI,C00,0fi0

1,.5.5 Tlie Independent shareholcieis consecluently ieqr-rested. Governrnent oi (r-eil/n,

ro waive its ple-ernpl;u r ji-hts jn accord.arice wrth KPRL's .r\.rticles cf

Si:ecla! Repori tf tii.e i:':'i':ic ftryestitt.e;tts Ccn.ttiit;r:e oi,i i.tie reslyuci.i;ring c;''.1{e-t1,;
Petro I e tt nx )!.e-fi n ery L i*ii i i: t (i'. !iii,,)
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Association arrd sirai:ehoicier a.gi'eement to facilita.te the sa-le . The Goverurnent
r,iras not irrteresteri in br;yrng the inCushry shareholclers ancl therefcre vyai.red its

pre-etr:ptir,'e rigl:-ts tc acquiie the SACk s'rn.reholdi;rg ar a goodwiii consid.eratiou

of USD 11 r::iliion but this was bargatned do\,,,rru.arc1s foilowing tire giobal

econori-iic crisis at the ti:;ne to USI-,r 2 rni11ion.

4.5'6 Thioiigh a paraTlei irritiative the Government had eailje'r identified Tamotl
(Cr1iblia) as a poteuli;'l iiir.esto-r -Partiler in th: Fioject. fhis inteiest was

reflected .in an L'/iLlu signeC betv,een Kertya. and'l-friya during FIis Exceilency

the President's S[at.: vjsrt to Lt'a5,s. tn lCA7, .,irhr:-e )-ib.,r;1 oi1 ira.d explessed

interes: tc sulrpori'Govelnment of K-enya il tire follo.uirrg projects;

,', The P..efinery u;r:grade project,

,. The ]rIelv fuicrabasa - Irlailobi oil pipelirre

o LFG import and" storage project in Mombasa

4.5.1 In order to give the fivo parties a fau opportu:riiy in partrcipating in the

process, the Permanent Secretary, lr4inistry oi" Energy, sent out a term sheet

vide letter ref lrtF,/CONF/7/1/LI. Voi XII dateC 21" January 20A8, (A*nex 2)

to Essar Energy Cverseas Lj:'nited and l.,tbya Cii IlolCring Co, settirrg the

cttterra. to be used in selecting the nelv shareholder. ,/ilnr:ng the terms was a

consideration of US$ 15 miilion iir excha'nge of goodrvill anC renunciation of it-s

pre-emptive rights.

4.5.8 The negotiation between the Go.rernment of l(ernlra a.iio the trvo prospectirre

sharehold.ers individuailS, cuirninated to a ,':cision bi, the Governmenl to ofiei

to tliern frlro equal shal.es of ?,Soh of t}:e S}clt (;ir rn. international C;i

L't:L!! c fii.yesfmenis Ccnit; titl.i:t o-.-t

ntitr!. ()ff?-r_,)
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Cornpany's (IOC's) share liubsecluentiy rn a- rneeting 1leicl on i3'r' ,/iugust

2C08, between the Government of Kenya anC prospective shareitolders (Ci1

Ltbya & Essar), ii was agreed that bofi Essar Energy Oveiseas Lirnited anci

Llbya Oil share the 50% equity equally, fast track the upgrade and bottr of

them to provide financing.

4.5.9 Subsequently oil Ll'oya backed out a.nC Essar Eaergy Overseas Limiteci r.,,,as

left as the only rnterested. bidder. 'lhe r-l:ree rnd-ustry shareitoloers entered intc

a share sale arid purchase agreelx.erl ar:d Essa-r Eneigi, Overseas Limired

purchased the shares at USD 5 millioir d.o',vn from USD I0 million.

4.5.10 The Government r,vas not interested in purchasing the 50% shareholding

from the industry shareholders and therefore d.id not vzish to exercise it pre-

emptive right and instead chose to waive this right in excha-nge for a-

co:rsideration of TJSD i 1 million but ciue to globa1 economic problems and

the delay in the negotiations, the oflbr v/as negotiated downwards to USD 2

million.

4.5.11 The Government entered into a share agreernent with Essar Energy

Cverseas Limited with the rnajor objective of upgiai,tng and modernizing the

refinery. The share agreement also provided that shouid Essar Energy

Overseas Limited opt out, then the Government will pay an amount of USD

5 rniliion being the arnount that Essar Eneigy Overseas Lirnited had paicl tr-r

the three industry shareholders when it purchasecl the 50oh shareholCing.

1,.5.72 Due to the high cost of processing ciude oi1 at tlie refLiely, the or-1 irarlietiir;;,

companies pusheC fbr a transition froin tciliirg mode to mei'cit31

tn Special Repoi't o-i'' tl.tz P*blic i .vesltten

i Petroleurn Refiriery Li*iit,t:ii ("YrcN,)
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arrangement. On commencement of the rxerchant rnode, I(PF.J. securecl a.

loan from Standa.rd Chartered Bant', Lrmited of USD 350 millit-in to procure

crude oil, process and se1l refineci proCucts but because of the high cost, son:e

of the products have not been lifted frorn rcR.L to CLatr:. The Oil ilark,:ting
Companies are seeking Ksirs. 7.1 biliion from rcRL.

4.5.13 KPRL constructecl- a.9.2]1\fiW (megawatts) captive power plant at a cost of
USD 14 million but the cost escaiated beyond 'what lvas approved and the

cost of the energy v/as expensive comparecl to the National Grid.

4.5.14 Essar Energy Cverseas Limited lvas registered m }i{auritius in Z}Cl

4.5 'L5 li/hen Essar Ere-rffJ Overseas Limited purchased the SO% sharehoidi.ng,

Essar Energy Overseas Limited tock up the responsibilities of the indush-y

shareholders then. However there are no Legal requirements for Essar Energy

Overseas Limited to clean up the environment.

4.5.16 Kenya imports all its petroleum requirements and its annual consumption is

approximately 4'.1 million tones. Prior to deregulatinn tn 1994, KPRL was

fu1ly protected through the "white Oi1 Ruie" clause where Ci1 marketing

Comparries processed crude oil to meet all the white oil requirements.

tetts Ca*.it.iitt:t o;,i l:i:e restructuring of i{.ait-i,i,



C onu:d-ttee' s Ci: s e,ivel'ii,Jns

4.5.i7 The Comtnit-tee observed that:-

(i) There is a need to have a strategic iesen/e in the counh-y to help address the

challenges in storage a.rd enhance security of petrcleum supply through the

sefting up oistrategic pettoleun: resewes.

(ii) The refinery should be con'zerted into a strategic petroieum reserves.

(iii)Essar Eirergy Cversea-s j-imited vras l'egistererJ in L4ar-rritir:s nrior to the

purchase of shares in I(PRL rn 2007,

(iv) Essar Energy Overseas Limited took up the responsibiliries of the industry

shareholders when it purchased the 50% stake at KPRL.

(v) The Essar Energy Overseas Limited should undertake afi environmental

clean-up and restore the environme^:; to its original state.

(vi) A new refinery be established withrn the LAPSSET project.

4.6 EV-DENCE EY TIS FFJI'{CFAI- S.ECFJTaX{Y, TtrrE }'.TAT-{ONAI

TR.EASIIFJ.

The Principal Secretary fbr the National Treasury, Dr. Kamau Thugge appeared

before the Committee on January 2l , 2014 to adduce evidence on the reshucturing

of Kenya Petroleum Refineries Limited. He i:rformed the Committee that:-

4.6.1 The Kenya Pefroleuln P'.efinery Limited was initially ajoint'lenture belween

Government of Kenya (50%), She11 Pelroleum Company (17 .1%), BP Africa

(17.1o/o) and Chevrorr G1oba1 Energy Inc (15.\o/D).

4.6.2 In recognition of the need to upgrade and make the oi1 refinery corrrpetiti,,,e,

ttie Ca-binet vide }/iirr i5/Al oitkre rnceting helci on 3'd Viay 20Ol ar:,p1'oyi.:ri

Specia! Reitt;t air !.i:.:: -F*:;1.!" f-flitestineiits Co*t*iitiee on ths rest'fucti:.'litg af ,iI':i;..':;
P e tu'oie u * Iiqfiriery L! ;.;,,ii t d (!i P-i-)
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I
amorig other thrngs that; the Refinei*y be irod,ernized, Government of Kerr.,,a.

retains 50% sh.arehoiding in the Compa.ny ancl that the i'ziiiristers for Finance

and Energy respecti'','ely tahe cn boarri ilrerested iitv;stors, on a compeii,-ii.,e

basis wh.o would dilute the exislin.ei shaiehr:lCers (BF, Sheil anci Chevroii)

The indu'<try shareholders d"id not .rish to have theri shares ciiluted nor take

partrn the Refineiry upgrade progralnme. They also poinred out the possibiliry

of a joint disposa.i piocess and that they wouicl ellgage an indepe rd-eni-

consultant to seek oflers from the oper: market.

/..6.3 iv{any firms exprcssed interest i:r being sirarehcider,; in I,'PF,I irrcluciirrg,

Pe[rofac (UK), Oina;r oil, Essar (Incl-ia.), BharatPeffoleirm (i:*iia), Essal Energ.T

Overseas Limited. and- Lrbya oi1 l{oldi:rg Company. hr September 200'l , tht-

industry sharetioicleis decided to collectively rjispcse ther equity to a ne\ /

investor, through a cornpetitive procurernent process,

4.6.4 E:;sar Energy Overseas Limited ancl BP, sheli and Che.,rron entered into sliare

sale and Pn'chase Agreement dated 20th Decernbe r 20A1 . However the

Agieement was conditj.onal on Government of Kenya renouncing its pre-

emptive rights. The amount payable to the three corripa.nies v/ere as follows;

Compaay InIo of $I*ares ruzoum.t in USD

Shel1 684,564 3,422,820

BP 68A,,564 3,/,22,920

Chevron 630,81'2 3,154,360

Total 2,00C,0S0 i0,tCI0,CI0$

Specia/ Reito;' q' t!;t ?uL/ic -{.nt,es!i'tteri.i:s i-lr;;r;:iti.;:t€t r,i: tlie rcsir'i.tciuriiig. <t-i- i;'*r:.,,
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4 6.5 The Independent shareholders consecpientiy requested Government oiKenya,

to \r,,aive its pre-empfy rights in accordance i,vith KPF,r's Artrcles of
Association and shareholdei agreem.ent to facilitate the saie. The Governr-r.ent

was not interested Lr buying the industry shareholders sltares and therefore

vraived its pre-emptive rights to acquire the 50% sha-reholding a-t a good,will

consicleration of USII 1 1 rnillion but tiris vras bargatned dovrn-wards following

the globai economic crisis at the time to USD 2 milhon.

4.6.6 Throrigh a parallei iniuati''re the Goventment l.ad earliei iientified Tamorl

(Oilibya) as a potential In'restor Partner i:r the Project. This jnterest was

reflected in an I4OU signed between \{enya and Libya ciuring Ifis Exceli,;ncy

the President's State visit to Llbya 1n 2001, where Lrbya oil had expressed

interest to supporl Governrnent of Keirya in the following projects;

(a)The Refinery upgrade project,

(b)The New ltzlorrbasa-Nairobi oii Pipeiine,

(c) LPG import and storage project in Mombasa.

4.6.1 In order to give the two parties a fau opportunity in pafitcrpating in the

process the Permanent Secretary, Minishy of Energy sent out a term street vide

letter refME/CONF/7/1/1L Vol XII date.r 21" January 2008, to Essa-r Energy

Overseas Limited and Libya Oil Holding Co, setting the criteria to be used in

selecting the new sharehoider (Annex 2). Among the terms was a consider.ation

of USD 15 rnillion in exchange of good'will and renunciation oiits prc-ernptive

rights.

Speciol Repori af tl;e i?t;.b/ic fflyestffienis
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oi 6 B The negotia-tron beiwcen the Government of l..*eiri,a anci tire ivvo prosDectivr:

shareirolclers individually cu.liniirai:ed to a decision iry tlie Go.reiru:aent to ofibi
to them tv'io equai sha:es of 2,50it, cf tlie 5Cg'o cf tire Interiratio:rai Oi1 Cornpany's

(IOC ::; sltre. Su.rseqr-rririly irr a rneetuig held on i3'h .aiig,.rst 2008, (ii.;i..trer 1:,)

beh,veeu tiie Coirerr.filent cf iien-7a. ancl urospectlire siialel::oi,-d.ers (Oi1 Ltbya 8.:

Essar), it v,zas agreed that bctii Esseir Energy Cversea-s Lirni'ied and Libya Cil
share the 5A% equity equa1i1,, fa,st tracli the uprgrao.e ant-i both of them to
provide financing.

4.6.9 Subsesuenily oi1 Ll'oya- bacL.;eci or-n airci Essar Ertergy Oveiscas Lirnited vra::

ieft as tL:i only ititerested bicider. The irrd,.-rstry srak:ehoiclers the.refo-ie rJentified

Essar Eri.:rgy Cverseas Lirliied 'Energy 
of Inclia 1-o buy tfiei:: shares at USD 10

miiiion (ifuhs. 790 million), this later cz',Tre do.,,rn to USD 5 r:oiliion. The three

indusiry shareholdcrs entered into a share sale ancl pi:.rchase agreement and

Essar Energy Overseas Limited purctrased the shares at TJSI) 5 million.

4.6.10 The Government r,rzas not rnteiested in purchasing the 50% sharehold"ing

frorri tire ind.ustry shareholders and therefore did not rrrish to exeicise it pre-

emptive rrght and instead chcse to r,,raive thrs riglrt in exchange for e

consideration of IJSD 11 million but due to gl.abal ecoiromic pioblems aud

the deiay in the negotiations the offer v/as negoiiated, dc-,rrnlards to IJSD 2

millicn.

4.6.L1 The Gor,,errrment entered into a sirare agreei-ileltl wrth Essar Eneigl,

Overseas Limited ra,itii the major objecti.re of u.pgracLng and mcderniziag'Lire

refinery. The share agreerrlent also provicied tha.t shoLrld Essar Errei'g;,,,

Speci*l Retriort r4'/:!;t ;'i;blic l:i:r,,,esiiti.iti!!s tlc*;;;iiitee o;; t.i:e :'e;trticit*.iit3, s_f {,lt;;.-, t,
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C.rerseas Limited opt out, therr ihe Gcverunient rlrould pay an amount of
IJSD 5 millicn berng the aiirount thal Essar Energy Over"*as Limited had.

paid to the three inciustry sirarehr:lCers when it purcl:ased the SAok

shareholding,

4.6.12 Due to the high cost oiprocessing clude oi1 at the refinery tlre oil ilarketrng

companies pushed -Ji a fiairsltio:r itom toliing mode {-o meicharrt

arrangement. On comrnencement of the meichant mode KPR.L seculed. a-

loan from Standard Charlereci Banir LimiteC of USD 350 million to procure

crude oi1, process and seli refiired products brit because of the high cost, some

of the products ha.re not been 1ifted. from rcRL to-date. The Oi1 marketing

Companies are seeking Kshs. 7.Lb{Iion from KPRL.

4.6.13 KPRL constructed a 9.2 MW captle power plant at a cost of USD 14

miilion brr-t the cost escaiated beyond what was approved. and the cost of the

energy lyas expensive compared to the National Grjd.

4.6.14 Essar Energy Cverseas Limited vras registered i:r Mauritius 2A07. Treasury

however, deais with Essar India.

4.6.15 There ale no legal requirements for Essar Energy Overseas Limited to c1ea1

up the environmeut and when it purchased the 50o/o shareholdi:rg it took up

the responsibj,llties of the industr.,v shareholders then.

4.5.16 Essar Energy Overseas Lrmited is norv d-esiious of exiting Ir.JRL under" ,Llie

exit clause wheieby the Government will be iec|:iied to pay orit Ess;,i Errcrg,

Speciol Iiepo# of ti;e -!'it"itlic .i,nyestfl.iei.oi,: Cr;;r;:";,ii.,.i:.t cii i'ite restrirc!t--tiiig af fi:::ti.t.,r:4*
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O'lerseas Limited USl- 5 millir,n. The Goveirurlent is in negotiatic,ns rrrith

Essar and wili ensille ti.rat er:rploymgrt rights of the r,*,ol'kers aie protectecl

,f- '.9

4.6.ii TYte Comminee obselveri that:-

(i) The Go''lernment entered rito a. sltarc agJeernerrt v,rith Essar Eirerg5, O.,zerseas

Limited vrith tlie major objecti.,e of upgraclilrg ancl moderrilzing th.e refine-qr,

(ii)There is a. need to have a stra.tegic reselve in'Lhe co,"lnfiy to heLp aclclress th,:

ciralienges in s1.o:i:agt and e:nl:,a-nce seculit5, of peh'oleum su.pplri througl:r the

settitrg ui: of stt'ate gic p:r-roir?u.:;n rr-se1-yes.

(iii)The Essai. Errcrgy Ovcrsea.s i.il:ritr:c1 shculd r-iriderta-i.;e an en.zironrneriral

ciean-i.ip and restore tire enrri-ionrnerit to i.ts oi:iginal srate be flore it ^; ailcl-iei. to

exit I(PP,I.

(iv) A nerrr refinery to be estabLjshe,i rn LApSSET piojecr.

4,,7

Hon. John Mrutu, former Chief Executirre Cfficer, Iienya Peirolerim Refineries

Limited. appeNed befbre the Conili^;ittee on 5'h Febluary, 2Oi4 to adduce eyirience

oir the restructuling of KPRL. I{e infbrmed the Committee that.-

4.7.1 I{PP.L v'ras inaugurated on !959 as a Compa.lly owned'ry S1:e11 a.rLd BP. l.n

1953 the first rc{tnery v/as cofiIrnissionedand)tlg6l,Essc anCCalterl;ecamr-:

shareholders with eacYt Com.pani, holcling 250/0.

4.1.'2 
-In i977 Goverrunent ci l{enya, acquired 50% sha-reholding in the Compa,.n-.i

afte'r buytng out part o{'the eqirity helci by ihe: internationa-1 oi1 compa;rics

S'pet;ial I{eitort of ili: !/*bik f:ii'vestiitet.!.ts ir;i;;tiiii';..ti {)ii t!'tt i'esiri"tcturi.ng, ojt;i-t,,., ,
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From this point onrvarCrs the shareholCing \r/zs spiit 50:5C betv een

Goverruneirt of l(en;ra anci the inciust-ry.

4.7.3 Esso sold its shares to the remaining industrl, shareholclers (Sheil, Bp ancl

Caltex). Diiring this sale and purchase, Governrnent of Keny2 chose to waive

its pre-emution rights but there js no reccrri of any payment macie to

Governrnent.

41.4 Beirneen l9l4 ana 2006 there was no signif.cant investment in ].(FRL as

compared to the period 196C - l9l4 when two refineries were br-rilt a.ncl

commissioned. This was occasioned by the fact that the C-overmnent and.

industry sharehclders couid not agree on the investment sfiategy. The lack of
inveslrnent made it difiicult for the refinery to compete with more modern anci

bigger refineries in the Arabian Gulf and Western India.

4.7.5 BP and she11 sought to sell their shares and settled on Essar. Government of
Kenya waived its pre-emptive right. A due diligence team comprisrng of
Ministry of Energy, Treasury, KPRL Board and man agement was sent to

India to rinderstanci the capability of Essar. During the visit the tearrr

established that Essa.r Eirergy Overseas Limited hacl vast interest in oiJ., gas,

coa1, steei, shipping, irorticulrure and mobile telephony. The change in

shareholding saw hirr (iVIruffu) relinquish the positiorr of CEO of I(FRL.
4-1 .6 The purchase a.9l'eeiiLerlt proviCed for the re-shipment of any unuseC additive

or r,vater. lYheii i'3R-L stopped using the addirives the re-shipment clanse -was

invohed and ali thc :,rra.ste totaling l4/, tons was shipped back to the UI(.

Speciel Fticn a-i'i!,:: i:li|ili
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4.1 .7 The Committee observed t.hat:-

(i) The Governmerit ertereci into a share atreement with Essar E1eLg1, Cversea3

I-imited Vritli the r";raioi obiecti've oiuugra.ai,ng and mod.,:inizilg the refi1ery,

No major invest-ment has beerr made driring the pei:iod ',;,,iten Essar Energi,.

Cverseas Limited ente:,eC Kpill-.

(ii) Some waste fioin I{PP'-}- compr.isingl4tl ions rrias shippe,i. tc i-he TJK.

(iii) Whiie ihe ciue diligence t,:a-m visited Inc;.a, a spccial ptrljose Cc.mpany fbr

Purchase of shares ui IrJF-l- 1;{as registei:ci in h4auntius in 2,001 unci-er the

na-n:1e Essar 
-Ener 

gy Cverseas l-i,n ited..

4"8 E trmEldcE .i3Y ldtr'L pA.TiRicI( i.ilyoJi,-Er FoRf\ lER pEF$/nAi..IEI.ir

ivlr. Patrick Nyoike, fbrmer Permanent Secieta.ry,lvlinisrry of Energy through a.

r,r.ritten subrnission informed the Commitee the,L:-

4.8.1 KPRL has fwo simple livdro- shimming (topping) refineries, the first having

been comr.nissioned in the last qua;:ter of 1953 and the second in the thirrr

quarter cf 79Jt,. Tireir colirbiueC processing design ca,tactfy is four rrillioiL

rnefiic tons annually of heavy anC ;neCium Miclclie East petroleurn crude oi1s.

Prior to the fi.rst oil crisis c>f 1973-14thatresulteri in a substanttal increase i:r

crude oi1 prices, KPFi. operations ',A/ele via-1sLe; but a,lter this crisis iis
p rofitability .p3.s s r"r bsta.ntizlii.,, re<1uceir.

S.pecin{ Report
Pel:r'oleum ll-eJi

af t/'ie .i\i;iic ]ifitssl';+'iglts r.lor,:;'t;itri.es oli tlie rtstt,r.icrlrir:.g t4c -ii.::,. ,t;
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4.8.2 The second oii crisis of i97E-19 vrtped qul the vrabiliry of ir-PP.L ancl other

global reflureries of similar technologies, KPP.L th:refore contjtued. to survive

thio'.rgh qua:ititative pioiection, fiscal incentives anC rrng ienciirg of its toiling

tartff by GoK, Such refluieries were closed en masse worldr,i,ide , h situations

whei-e modernizations were consiCered un-economic. Tanzania also closed its

refinery in rniC 199C's, ihus opting fbr direct fu"ei rmpoits.

4.8.3 Gi''ren the high cost of ,:etroleum fLels prodrlced. by I(PP,.L, Uganda, iv,rauritius

and olhcr couutties thai ,oleviously depended cn i.rnports liom lier.rya resorted

to direct in:.portation from cheaper souices to meet their need.s ftom 1982.

Subsequent to this unfavcrable deveioi:rnent, I{PR-L operations haci to be

scaled down as Kenya was the only marke[ for its high cost and lo.w cluality

fi.rels. Even in l(enya, its annual through put had to be reCuced to 1,600,000

metric tons annually rnl995 in order to partially mitigate the irnpact of its high

ftiel prices on the economy. The phasing orit of potential\y hazardous leadeci

petrol from the domestic market in October 2005, further vrorsened. the

financial siruation of KPRL as it generated surplus tops which ha''re since then

exported at depressed prices. With IGRL becoming a mer:chant refinery jn

the second haif of 201 1, it absorbed the fu1l imi:act of the depressed. export

prices and it was not ailowed to transfer the ioss to tire oil ma-rketing

companies,

4.8.4 In aL aftempt to revamp the oi1 refineries, the shareholders of K3RL
undertook several fbasibility sludies on possibie options fbr upgrade oi the oil

refineries based on different techiroiogies and prrces of crucie o;ls ilciuciing

their qualities, Most of these stuciies were Cone on insistence of CoK *rhich

hacl hoped tirat an upgraded refinery wor-ilci ai teast siibstarrtially red,uce the

Special Rryoi of tk,z t?ublic i=nyesiitrcflts
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, t*port partty ,srap- ifot,,rei'er, rrirh;.,lIy a"11 the siudies cione did not f;rycri-

committi ng a.ny substanrial resor-irces on an upgraiie ilro-1ect.

4'8'5 Tiie last sludy t,ras clon e rn ZAfi-n after Ess:ar lracl come on board. Thr
rationaie for this SLri.l1r \i,/?rS to iecomirrenC a finarrcia.iiy vizibie technology ti:ar
wouid firil}' utlhze the entire four rniiiion tons of alnua l capa-ctqy of I,,pItL i*
order to benefit fi'om economies of scale. This sfuciy conclr-ided that tlLe

reccminended upgrade project wouid have an inteln al rute c[refuip (IRp,) on
eqr-rity of 6-70/o for an irtrrestn:ent of IIS$1.13 billiol. This fbil short of the i5,)/c,

threshold iequired by Essa-r's sirareholdels to conrmit thei-r flrincls. \,Vo:rse siill,
this iipglacie rnTsitid not be :ioie to priegs5s rrrore thair 3A% oi the wa;<y crudc
oils fourid in Soutir Suaan, Llga.nda anC iateiy in iienya. l:n aclciitjonal US$
500 million vrould reqnire to be i:rvested in a coker plant fbr removai of excess

carbon in these waxy crudes, lhu.s ra.j.sing the total estinatecl inveshrent cost
to moie tha.n US$ i.60 billion. This le.rel of investment lrrould reduce the

already 1ow IRR estimate toloelow 6o/a.

4'8'6 There \x/as no need for an approval si:rce Cabinet had already approvecl

sourcing of investors to heip trpgrade tire refineries by either diluting the

interests of then private sharehoidel's oi buyng them out. This appro-ral vras

grairted 11 20A6. The private shareho;"rJers optec{ to se11 their ai1 shares to the

highest bidder, i.e. Essar at US$ 5,000,000. The ir-trport of this sale was tha{-

the value of KPRL was llS$ 10,000,00C. In ex: operi market ihe value of
iGRL shares woulcl virlually be zero, r,r,ithout state protecticn of its

operations fi'orr threar-t of imports. T'his .ria.s the conciusion in the laie 7980s

and has not changr:cl stnce then,

api:rl ,:,_i ,: Fii',-;.' 'c f:ii,est;'it
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4 B 7 The blational Treasury had hired e privare 1egal firrn to assist in the

ntgotiatious and drafting of the a,greeffLenrs. I chaired a1i the negotiations,

since they r,vere heid ;r,t then lv{ilistry of Energy in an open anC transparent

mannei. The Natio,'-ll Treasury was represented by lvis. Esther Koimett,

Investment Secretary and theie -,vas a-1so a State Counsel from the State Law

Cffice. The I(PRL manageinent v/as also in aLtenda-nce to answer any

questions on th.e operations of KPP-i- as a gc.ring business ccncern.

4.8.8 ,/rfter concLusicn of the negotrations, the approvai and signing of ihe

sharehoiders agreement rrzas the responsibiiiiy of the National Treasury as the

1ega1 o-wne1' of the assets. In m;, view, vre did the best we could in a fluid

environment, given that the private shareholders were not prepared to spend

any money on routine maintenance of the refineries.

4.8.9 He was awate that Es,;ar had pard US$ 2 mil1ion to The National Treasury.

Initialiy, Essar had offelecl US$ 5 million but withdraw this offer allegedly

because they had consumed a Iot of time and resources on the negotiations;

they even pulled out just to come back later. In the process, the sale price fbr

the private shares dropped from US$ 10 million to 5 million, a reflection of

the desiierate desire by Shell, BP and Chevron to divest their interests rn

KPRL.

4.8.10 in his view, that v,ras the best the GoI( could negctiate, since the refinely was

fast moving towards closure as the priva-te shareholclers .,,,rho had tne

management rights, anrC therefbre hirecl all the emplcyees, had totallir rei'Lised

to approve -procurernent of a-ny majcr spare f)a.rts. Conseguentilr, ihr: efl,ciency

Special R.elioii af i:.he Public fiwesiftieiil:s iltr,,;ii:iitee on ti;r: resrr,:c tlt: ;'l:t.t, ii': .:'l-:,:r'tt{i46
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a-nd reliability of the comple>r \\rere fast oeciiriing at the e)ipeose oi rirr:

econolny anC oiI mari.leiing comranies r,.rho by ia.v haci tc collectj.vui)r proc(i:r:;

1,6000,000 metric toits of crud.e oii annuaily at a ioss in order to llee,o Kpjii,
barely aflo at fina-n ci zJiy.

4-8.11 The current demand for perroleum ftle1s in l{enya is just about lour (za;

miliion meh'ic tons, which rnroul.i be eqr-rivalent io the annual 'through pur' of
a- fu1ly apgraded rcfineil, operating at its maximuin design capa_city. Thi:;

the;iefbre means that the coiiniiy .n,ould h,ave to iinlro; i i:rocluction sitoitfalis

Y/ei'e the refine;ry cornpie;< tc ise up4raCed as it irs, a piccess that take lrot k:ss

[han four years accoidin.q to l.ssar. Sucii a sr:erre.lic 'vyould nci .make r,n\,i

econolnlc seitse

4.8.12 What needs to be done at this stage is first of ali to convert the curient K-PF-L

storage equivalent to 480,000 cubic rneters into an import terminal, r,vhiie at

the same time making affange{nents for a new feasibility study for a bigger

refinery, with an export capacity. Once this study is done and viabilitS, of a

much btgget refinery is ascertaineci, then priva-te sector could be encouraged t-r

invest through appropriately targeted fiscai incentives. Such a refinery wor.rlcl

cost several billion US Dollars and without subsla.ntiai fiscal incentives, it u,i11

virtua-lly be impossible to attract erny investors.

1..8.13 The Comrrritlee observed that.:-

(r) The shareholCers of KPRL undertook several fbasibility studies on possibie

options for upgracie of the oil refineries based on diffb-Lent techloiogies ano'

Si;tci.n! F-e;tort a-i- tii.e P*blic ,i.'ii"tgst;':te;,tts {-oiti.ritii-i:ee oii tite re:;irit.cturiitg cf .i;l:,i 1r,.t
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pii!9s of crude oils inciuding their qualities but none of the studies fbvored

committing any substantral rescurces on an opgrade prcject"

(ii) The curreut refinery be converteri into an iinport terniinal and siorage fb-cility for

strategic reserr'es.

(iv) Essai had oflered rJS$ 5 million as consideration to GoI( for r,vaiver of its pr.:-

emptirze rights but witirciraw this cffer allegediy bt?Cs.u.3c tirey had consurnecl a

iot of time and resouices on the negotiations and. evenfr-raiiy only i:aic1 TJSD 2

Mi11ion.

(v) The Viinishy of Eirelgy, Treasi-r'ry, State Lar.v Cfi1ce anC K--.DRL management

v/ere invoived in the negotiations, draftrng and sigriing of the shareholc.;

agreement betweeir GoI{ and Essar EnerL1 overseas Limited.

4.9

TREASURY

Ms. Esther Koimett, the Investments Secretary, Na, tiral Treasury in her

submission on the Restrucluring of Kenya Petroleum Refinerie: Limited dated 16,h

April, 2014 infbrmed the Committee that:-

4.9.1 In 2009, Shell, BP and Chewon (the three private sector shareholders in
KPP.L) sold their joint shareholding (50%) to Essar Energy Cverseas Lirnited
(EEOL). The sharehoiding immediately prior to the tiansaction was as

follows:- GoI( (50%), Sheil (11 .l%), BP (17 .1%) ancl Chevron (previousiy
knowr.. as Calte;<) (15.8%). As a result of the h'ansaction to date, become as

follows:-

ShacehoXder

Caoinci Secretary to l{ational Trea.sury
incoipcrated

s0%

Specicl jrisii.:i', t;;' r.t:it Pu'slic ftwesirtietts Ltoiiiriiitee oz.:

1

S*aLreir 9i ding Fre-&'a n s act^on

ll?..,"u

Patl'ole t.t;i -i:,'-1' :, .'.;' Li;i': iieti {y"rDpJ)

ii;e resti'*ciuring o_i i:ieit,,,c



She1l 17.1%

t7.L%

1SYo

3 ::,arelio ld,irrg F o s i-tra:rs art iictl

500/o

s0%

4'9.2 The shares oil ofier belongec tc ihe -pitva.te sherreirolci.ers Ziir.d tleir sale .,,,a.:;

be$reen the priva.te ssctor cor.oila-l.1ies. The KPRI-, tlairsaclicn ,riras not a
G'overnrnent traLlsaction. Ii v,,as a saje arLd purchase of si:.ares befr,veen priirai-e
sector entities. .ris is the practice 'uncier Compan! La-v,r, the transaction r,va-s

governed by the Articles of Associal-ion of KPFJ. In th.is respect, tire process
of transfer of shares v/as a presen/e of the Boaro. GoK was invoived i, the
il'ansaction purelSr on account of its interest, as the other 50oh shateholder in
the jornt venture through negotiation v,rith the incoming sharehokler (Essar)
on the SharehoJ.ders' Agreement anci a technical ser-zices agreelnent. GoK a-s

govemment (mainly the Minisfir of EnergrT) aiso negotiated a Governrnen.:
Sripport Agreement.

4.9.2 Se'reraL sfudies have beerr com::rissroned. by KPRT- to re.riely i.ts currelt alcl
future operational requir-ements conclude d. that it was necessary for thc
refinery to be upgraded, not only to produce pioducts thar met tnlernationa.L
product ancl environrn ental sta.ndards. The mat[er was brought to t],-,::

aftention of Government bolh as a slrareholdei and also as a trley siakeholder:r
were categorical that they would not particrpate jn the upgraoe of the refiner'r.
and opted to seli their sira"reholding.

4.9-3 In recognition of the need to upgiaCr: ai:.d make the oii refinery comiretitii,1r,
the Cabinet, r,,{rJ"s l,,,i:,li .1.5/fi7 c-f,3'd ll4la"y Zfrill (.A,:anie;t \), approveci, a.rno;rg
other things, that,
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(a) T'he refurery is nloclerfiLze.i.

(b) GoKretains 50% shareholding in I.-PF' .

(c) rhe Minislers forFinance and. Energy talie on locarc, interestecl investors,
on a competitive basis, who rr,?uld diiute the existing shareholders
(BP,Sheli , and Chevron).

4.9./, The KPRL's Articles of As:iceia.Iion stipr,tateci that a selling shareltolder must
oflei the shares to tlie remai::.urg shareholders befbre the shares could be

offeied t o third parties. The Articles requiired the remainltg shareholder to

indicate their willingness to purchase the shares r,,,ithin thirfy days oi else it
vror-rid be deemed. that they had rejected the ofibr of shares (;i-;tnex fi"

4.9.5 As stated in clar:se 2t,, the Cabinet approved the retention of 50% shareholding
by Goir- in I'JRL anri for new investors in I(PR-L, on a competitive ba,sis,

u'ho would dilute the eristrng shareholders. This irnplied that GoK vrould
neither dilute its shareholding in KPRL nor take up any additional
slrareholding. For a17 practrcal purposes, the Cabinet had vzaived the GoK's
preemptive rights to the shares on offer by the private shareholders.

4.9.6 The option of GoK exercising its preemptive rights to acquire the 50%
shareholdrngby She11, BP and Chevron had been extinguished by the Cabinet
directive vide Mrn 15/07 of 3'd \iay, 2A0l (A*nex -r'). Flowever, Goi( made it
c\eat that it would ccnrnunicate a waivel only on satisiaction, fbllovntg a
drie diiigence, that the parry in the share and purchase agreement vrould be

accepted to GoK.

4,.9.J Although the Cabinet decision had anticipated that the OlyiCs wouid rernain
as shareholders, tirey made rt ciea"r, at a i<PRL Board meeting held on 16'h

May 2007, that they rvcnld not wish to have ther shares diluted nor would
they wish to take part in the Refinery upgrade pr,lgramme. They fi.rrther
indicated that they r,r,ould undei iake a joilt disposal process and that they
v'rou1d engage an independent consriltaiit to seek offers fl-cm the open market.

4.9.8 According to a ieftei'from. the iviinishy of Energ-y, d.a'reit 7'h,/lugust, 2008 the
tlrree private shareholdrers acquii'ecl, in September,20C7, ti:e seruices of Wood
Iui,r.ckenzir, of'l cndon, to jointly rnailie i theu shrares a-ncl seek oifers from -ine

Special !.epot't' a.f r*t Pul;lic lttesfi*e*ts Coi'rirnittee oii t!;c rsstrilcfr.i.rir;e o-i f{.enyci
P e ir o / e u i' iz )'. e.ii ., : e r.1 L i t : t i f. e i ftJ' Fi-)
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! market, through a- competiri-re pioclri'efilenl process incleperrdent of I..pR-I-
and the Goverltment. i\ccordurg tc dre lel{:er, lJai}y firms respcirieci,
inclucling Pe[rcfac (UIO, Ctnan Cii, Bharat Petroleu.rn (India), Engen (Solth
Afiica.), P,eiiance hiciusti:ieS (India), ilssar Energy Cvelseas L,td (EEOL) aiid
Tamoii i{oldi:rg fJompairy (Tamoil). 'fhrougir thi:r coinpetitive process, ]lssar
was shorthsteC as tl-reir preil.:rrerl bir,,r,.:r. GoK .,vas i::fotrned. z,ccordtngiy airci
was requested, to occu.r so as to a.1lorrr tire private sector sh.,.i-eiroldeis to
concli;c1e the saie to Essar.

4.9.9 idea.n,uvhile, throi-rgh a pa.raliet, i:ritia.ti.re bir the ir4inisr::y of Eite;:g,r, the GoK
had identified Tamoil as a. pcientrai inirestor in I(PRL. ]lhis vyas; subsequ{rnt to
th-e exptessicn cf interest bll Tarriorl i-,r [ile refinery, anroi]g intercst 11 olirei
nrojecis, foIlor,i'ing the signrng cf a.ii l..,z.rCIJ L,efween 

'l'-ertys, 
o-r,r)Ltisya CLrriirg

the state visit to Lib5r2 jt. Z}Clby I-I.)i. rhe f,resicit:nt.

4.9.10 in order to give th.e ',:wc pariies (i.e. Essar ald Tamoii) z, iatr r.;poorfunity i,n
pariicipaiing in the process, f-he l-'eLnr:inent ser:retary, ii4inistry of Energy, r,id.e
let-rer li-ef Ir,&E/CCllilr/7 /fi/A"'iioi ]iJi dzlterl 2L't jianir::ry, ZE0B , (Artitex Z)
had sent out a telrn sheet to Essar a.nc1 Tamoil setting the criteria to be used in
selecting the new sliareirolier.

4.9.11 Subsequently, in a meeting held on i3'h Auprst 2008, betvieei:. tl-re GcI( and
Prospective shareholders (Ta.mcil 8c Essai') (A;xiex 4), tt-was tenta.tively agreecl
as follo,r,rs:

(a) Shareholding to be shared equaliy ber,veen ESSAR anci Tarnoil,
(b)The parties shor:id have a ccmmon i,ision to fast track the R.efinery

upgrade.
(c) The parties shoulci proviCe financing ori tiie upgrarle Project.
(d)Tire parties sh.ouid zLgree on thc financin;.; as offered by Tamoii and !]ssar.

4.9.12 Both E,ssar and Tamoii, vi,Je leiter da.ti:c, 9tr' Septernber 2008; ho,,n,e.rer
responded indicaung their preference cf eqLiiiirzarion of shareholcling foi a.il

sharehoiders, inciuding GoK, iu iiFF.L. 'l'his vrould. liarre leduce,J coii
shareholdiirg fi'o:tr 5C% to 33.33% ancl gonc rigaurst the Cabinet ciirectii,e tc,,

retai.n 500/o sha"r'cir.oldi1,, . (tt:iri* r:)

Special Re.pci;: tlt' lhe |itblic -fi1y::;ir:,:.::t,i._:,'-'...,:.;
Fei:roieuffi Ltf i::ti i' -i,i.,,iiiac! (ii{'il))

.:ir9s on ttttr: t t:sti.::ir.::r.ii.;;i::; o.y' )i-t:;r.t't:
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A,.9.13 Thi: GoK, vide icli,--r dated 21't lrtrovembei, 2008, aCdressed io boiii Essar
ancl Tamoil, stateci cleariy that ttie issue of eqr:a1iza-ticn of shareholciing 'was

not acceptab1,r.. The CoK gave both pa-rties a cleadiirre af 24h I'do,iernbc,, 2008

upon when it r.vouid be a-ssumed they \r,/ere no longer interested in the
opporlunity to prircha-se the 50% shares being sold by BP, Shell, and Chevron.
(A,nnet 7)

4.9.1,4 Both parties responcied, on Ncvei'i:iber 24h 2008, seeliing confirmation of
various timelines, a.s -weii as GOK's position regar,ling their i:roposai fol
KPRL to receirre fii,anciai i:rcentives by^xay of wail'er ol cltt\/ta;ies as per
tlieir proposal.

4.9.15 The various issues betig ra.iseci by the prospective sharehrolCers were ca,.isrng

cleiays and the process irad in fact stalleC impacti.ng negatively on tire pianned
upgrade of the refinery. The encumbrairce jn the upgrade oi ihe refinery had
serious cost irnplications on the project. Due to the sharp prtce iricreases in the
Intemational Commociity lviarket, the estimated project cost had, in the
meantime, escalated from US$322 million tn2005 to US$ 450 million in 2009
and was iikely to be higher with time. At this stage, the GoI( realtzed that the
fwo partners had "ganged up" and vr'ere cieiiberately blackmailing the GoI(
and that dealing rvith Essar and Tamoil jointly, the GoK \vas worse off than
deaiing with each parry separately. Conseqrr-ently, it was decided. to abandon
the process and proceed with one of the parfners. (Anruex 8)

4.9.16 After an analysis of the two parties, the GoK settled on Essar fol the
following reasons:-

(a) Essar was the preferred briyer by the industry Sharehold.ers ha-ring |een
identifled through a. competitive process. 1;'/aving GoK preemptive rights in
favour of Essar wou.lci be a credible option in the eyes of other stak:liolders
and the International CiI Cornpanies (ICCs).

(b)Essar, unlil<e Tamoil, haC conducted a comprehensivr: due cirlig,ence on
KJitL, and were, therefbre, more infornr.ecl andprepared to proceeci v.rith the
inrrestment and the urgently required upgia.de.

Swciel R-epxt oj' tks Pilblic fnuesiineiti: i'.c.;;i,,i;.iiiez ot; titi t't:!.-i;:1 .::':,i.i t,j" rt-L:tt.yn
,Pe tr o / e in# .ll-i:i : rc r-lt L i n i i i e d ( KP PJ-)



(c)llssar's approach to the r:;:giar-le.,r,,as ilr-irelir fir,,m a comrrerciai angie. ll y,rils

aLso noled tirat they has -rast pt'irrate sector experience j.:; man aglngrefileriel,.
(d')Essa;: had comnritted theriseJ.,,es to supporiing IiPFJ to obta-in ,fundurg h-oiii

local and international iLria.nciers at favorzibic ienls.
(e)Ta.noil's rna;or diszicivatt;;a-ge , h.owever, v,,as tl,ar ti:ey i17,.6 not d.one 2i1r, d.,o

d.i-iigence on I(,URL. Ta,ncii, i:oi,rever, hai, tiLe r.eerit of berng baclicd bi,
sovereign fiirancial rnight ci'' Libya, vihicLi -)va.s liheiy to aiicrd IIJI1I-
fas'otalsle funding. Ta.ircll hacl also raised issues of pie-existing potential
envircnrnental fiabilities a:tc ilvii.:at-el, that ih.ey i,i,si'e not wiiliiig to ta-ke up
tlris risk.

d,.9.77'l-^o assu-ile cf its ca.pa.ct\r to ra-ltiier -vyii.li rllic G-oi,erni:rent to np_elarie tirr:
t'p{i.c-.r GcK {lonJitcled r-1u':: ,;-liirgeirc: on Essar. Fror_ii the due ciiligeiice, if
\rra-s nrlteii tirat Essar Gio,;D, iir::- pzirerLt cornpan5, oi EECL, is a. diversif;eci
congJ.cinerate company di-.,rriicileii i;.r indria r,vitit itivesilnents ii oil anci gas,
sieei, construction, shipi;ing z:nii iogistics, comlnrr-nication and power,
spannirig over 20 countries, inciud-ing Ind.ia, U1(, IJSA, UAC, China and
Indonesia. GoK, therefore, gz-ve apptoval to the prwate sector shareholders to
execute the sha-re purchase ani sale Agreement.r,zith Essar.

4-9.18 As part of the negotiations, and iir recognition of the ineffici.ent state of tl:e
refinery, Essar required GoK- assurailce tha-t the existing Govemment support
would contiaue in the interim period until the uirgrade. Essar required C-oK
cornmitrnent that GoI( v,,ou1d continue to support i(PPJ's activiiies anci
operations under tl:e Govern:.nenl Support Agr-eement.

4.9.19 In *re trreantime, iIPRL sei- out to draft rrariou.s agreements that would be
required to er"ject the tralsfbr of sha.res to the incoriing shareholder in
accordance ''n,ith tire I(PRL's Article of Associa-tion, 'fiLese agreements were
disct-issed bet-ween K,DP.j-, CoIi^ and Essar e,nd tite flnal draf;s approried b;, the
I'ttorney General on 31" Jr:ly, 2,009 and was rarihressed by the then lvtinister
for Finance aud the Prirne lfinistei:.

4,.9 .2a GoIi rr,trzLs l.eeir orr l:ravin g a pafiner wirh the necessa-r5r filarrcial resources a-nd
rcfrrrcry e:<tperitnr:e to heip in the rr1:g:'ad.e cf the refinery. Essar liaC, lioweyei',

i"
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statecl during nergctiatioirs ihat the1, r,vould oniy tnirest in the refncry upgrad.e
ii the detailed fcasibiliiy si-uciies pro'red that it was viairie io do so a,nd. ivouki
instead opt out ir: the eveiit thal the stuCies inCicated tha.t it';,,ouid be viabie to
upgrade the refinery.

(a) Orciinariiy this r,vould mean tha-t Essar would loo1i for a buyei for its shares

and rvould -qefiie on vrhoever gave them the hest price fbi their 50%. V/e
did not v.raiti to be in a sitr-iation -where we v,,,cr,.lci be sa-ddled -Nith an
investor that citon't ha're the same objectives/cor.nrnitment to the refinery
as the govelnment. iiVe therefbre nee,led to l:"a"ve an opiion to buy the
strares upon their e>:it.

(b) Secondly, sucir an exit v,,oulci require a valuation to detei'u-ri;ie thc price at
whicir we would br:y the 50o/o shareholding f;om Essar upon their exit.
llowever, imo-wing the vaiue of the assets of I'iPP-L vre riict not v..rant a
situation whei'e -vve would puy Essar more than they had paid to acquire
their 50%.

2.9.2I In order to forestali a situation where Essar would rlnnecessarily benefit from
any grorrrth in va.lue of th.e company without having injected any capital, GoI(
required that Essar would only be enitled to a refund of the money paid by
Essar for the 50% shareholding fi'om the exiting sirareholders, hence the USD
5 million. It v,,as recognized that the value of the company/tire comp:ny's
asset was, even at the time of negotiations, substantiaily higher than the USD
5 million they paid for their 50% stake. This rtr/as a very v,rise move by the
Governmer-tt to peg the exit price at the entry price of USD 5 r:rriilion patdby
Essar. As rn e would no\,v be valujng the business assets of KPRL and. payrng
Essar 50% of the value.

C ononoittee' s Obsei-r a'.ricus

2.9.22 The Cornrnittee obsenred that:-

(1) The KPFI transacticn was not a Government tra-nsaction. It .,,rzis a, sale a-nci

purchase of shares befvreen private sector entities. The sheles on offer

Specia! iir!;c';,': a;" i!;e Fubii,: )fi1/cs!:ft;,.e-rj!::; Ccr*;iittse cii r/is -,,e.;ti.i,,-t:!t:t;,!i,5ri
,{) e t i' o I € a; ; ; .;: I c. i, ; ; s ;, )t Li m i t e d_ ( IiP PL{-)
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beionged to the priyale sharehciders aitci- rhr:ir saie lva_s betr,.reen ihe pri-iaie:

sector companies

(ii) The Cabinet ha.C ay;prc'teC,, a-rnong ctirer things, tha.t the iefirLt:i-y bc:
mc,'dernized; GoK i:etains 5A',/o sfia-rehoicliirg ui iLPRL- a11d tJruttlie jr,.z1-nisteis

f 'r Finance and Enelgy ta-ke on boarci in'cerested. investor.s, on a competitive
basis, who would dilute th.e existing siraielioideis (BP,She11, ancl Chevrcn).

(iii) GoK macie it clear that it rvoitlci conlmiliiicate a -r,,aiver only on satisfbction,

following a due ciiligei:ce, that tire parff in ihe shaie anclpu;chase s.gi.c€lxi.irt

vyouid be accepted to Gcja, .

(iil The .ra-lue of the co1_opaayltire coinpai,y,s asset y./iis, ever] at the time of
rregotiations, substantia-i1i, hi.ghel'thzin the TJSD 5 rniilion that Esszr,- lnsr,v
Cverseas LLnited patC ior rheir 50% stake.

(vi) The C'overnment entereCr into a share agreement wirir Essar Energy Cverseas

Limited with the major objectirre of upgrading and mocierntzin.gthe refinery.

4.10

T'REASLIRY

Mr. iVlutua Kilaka, the Financial Secretary, National Treasr:ry in his submission on

the Restrucfuring of Kenya Petroleum R-efineries Lj:nited clatecl 16'L April, ZO14

informed the Commitlee tJtat'.-

4.10'1 In 2009, Shel1, BP ancl Chevron (the three privaie sector sharehoiders iir
i<PF.L) so1c1 their joint shareirold"tng (5Ao/o) to Essar Energy Cv,,rseas Limjted
(EEOL), The shareholding immediately prior to the 'nansaction \,las as

iollcws:- GoK (50%), Shell (11 .1%), BP (17.1%) and Chevron (previously
lcnown as Caltex) (15 .BYo). As a result of the transaction to cJ.ate, become as

follows:-

SS.a.relrcfu1e;: Sharehol Ci;-tg Fr* -t.-a*-is a cri <;'ii

rt of tlie Pttbiic ]:i,irest;,te!,:i::; iioytttti.l-lee oft i,l:e i.sstt.tir:i.i:;,,'

i i! e., s i s 1,1 v it !,e1i,"i e;'y Lili. i r t! (!fi' -*i. ;
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Essar enel'gy overseas Limited

4.10.2 The shares on offer belonged to the private shareholiiers and their sale

was berween the private sector colnpanies. The KPRL transaction was not a
Government transaction. It rn as a saie and purchase of shares befween private
sector entities. As is the pi'actice uncler Company Law, the transaction was
govemed by the Articles of Association of KPRL. In this respect, the process

of transfer of shares was a pi'eserve of the Board. GoK v/as invoived in the
tr"ansaction purely on account of its interest, as the other 50% shareholder in
the joint venture through negotiation with the incorning shareholder (Essar)

on lhe Shareholders' Agreement and a technical services agreement. GoK as

government (mainly the Adinistry of Energy) also negotiated a Government
Support Agreement.

4.10.2 Several studies hat e been commissioned by IGitL to revie-u=r its cunent and
future operational requirements ccncluded that it was necessary for the
refineiy to be upgraded, not only to produce producis that met international
product and environmental standards. The matler u/a-s brought to the
attenticn of Governmerrt both a-s a shareholcler and also as a key sta.keholders
were categorica!that they v,'ould riot participate in the upgrade of the refinery
and opted to sell theu sharehclcling.

t'

I
I

Sptcic;l i!epoit of t/ie Pubiic ltvrsr;1'ti.:;it:s Caftifiiiltee oii ti;g resit::t.'ti:,'i';i.g. cf !'rerrya
P e tr o i e u i ; i tli.e.f; n e ry Li ;t i t e d i-i:;t'-I: i, )
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+.i0.3 Iir recognitjcn of the ireecl- toupgra-tt zrt,i nr.ake the cii refinery compelrtrve,
the Ca--,linet,'rid'k: l:l4.ii: i5/{i7 t;: ,'l'o i:4'r.ty i,'l,tii api:rovecl, among other things,
that;

(a.) The refinery is mocierruzed.
(b) Goi:'.- retains 50% sliarelioldmg in l.*ll1( L
(c) The Ministers for Finance and Enelg,/ take on boarcl interested investors,

on a competitive basis, rvho rrroulC dih.rte the existlng shareholclers
(BP,Sheil, and Che.rroil).

^tr.10.4 The KPRL's Articles of ,/issociation stipr-:i:;ler1 that a selirng shal'eholdel rlrr.i:;t
orler the shares io t!.rc remainiirg shaleiroiders befb.re the sla,res c:c-niri. be
oiTeied t o third parties. The Alticies le,,,Lrirecl. the rema-inlng slaleSolciel to
inriicate their v'riliingless to prilchase the shaies rvithil tirtrtir da-ys 51 else ii
r-,culo be d-eeraed that they hadrelected ijre ofier or.shares.

4.L0.5 /ts stated in clause 24, the Cabiilet approvecl the ret,::.rtion of Sl)%
sharehol,ling by GoK in KPF f , and f,cr ltew investcrs iir K.ppJ, on a
competiti'ze basis, rvho would dilute the existing shareholders. This ilnplied
that GoK would neither dilute its shareholcling in KPRI nor take up an)/
additional sharehoidrng. For all practtcal pulposes, the Cabinet had v,raived
the GoK's preemptive rights to the shares cn offer by the private shareholders.

4.10.6 The option of GoI( exelcising its preemptive rights to acquire the 50%
shareholdi.ng by Shell, BP and Chevron hacl been extinguished by rhe Cabinei
directive vide Min 15/07 of 3'd ffi&y, 2007. However, GoK made it clear that
it wo,:ld communicate a -,vaiver only on satisiaction, follorn ing a due
ditrigence, tfiat the party in the share ano purchase agreement would be
accerted to GoK .

4.nJ Although the Cabinet d.ecisionhad anticipzited. that the OlviCs vyouicl remarn
as shareholders, they made it c1ear, at a if.PilL Board meeting held on i6th
iiziay 20C7, that they would not "uvi:;h tc lLiive theil sLrares djluteC rior -wou1c1

they v.rish to take pa-rt in the Refilrilr lLrrracle programlile. They further
indicatecl that they vrould undertake a ;,1i11i ciisposai process and tirat thelr
-woula en!:,age an indepenci,-t consuir-a-ri r-l srek ofi'ers fi.om. the opc;: rnarket,

S';tecial il.tiiorl af r-hz tsti;lic {r;yssl.ri;t,;i:: ;.!,,;,.;,,

P e t r tt I i u ri i. ii - s ii n e r.1, .i',.i r ii i t e d ( i,{-D i I i )
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4.10.8 Accordingto aletter frori,. tire lvrinistry of Energy, Caled 7'h August,200B the

three private shareholders acqui, ,d, in Septembe r, }tr:-/ , the sen ices of V/ood
I4ackenzie cf i-onCorr, io joir-,ly marliet rlreir shares and seek ofiers liom tire
market, through a ccmpetitive procurement pi"ocess indepenient of KPIIL
and the Goverument. Accord.ing to the lettei', many firms responded,

including Petrofac (UI(), Cman Cil, Bharat Peiroleum (In,iia), Engeit (South
Afiica), R-eliance Industri-s (India), Essar Energy Overseas Ltd (EEOL) and
Tamoil Hokiing Company (Tamoil). Through this competitive process, Essar

was shcrtlisted as their prefeired buyer. GoK v,,as informed accolciingl], anC

$/as reqrlested to occur so a-s to ailov,", the pii.rate sector: shareholCers to
conclude the sale to Essar.

4.rc.9 }rIeanwhile, through aparaliel initiative by the ivli:rishy of Energy, the Goi(
had identified Tamoil as a potential investor in KPPJ. This vras subsequent to
the erpression of interest by Tamoil in the refi-nery, among interest in other
projects, following the signing of an X4OU between I(enya and Libya during
the state visit to Ltbyan20V by H.E. the President.

4.10.10 In order to give the two parties (i.e. E,ssar and Tamoil) a fatr opportunity in
participating in the process, the Permanent secretary, Ministry of Energy, vide
letter Ref Lrffi/COItLi/7 /it/W. *y',:l XIX d.af;ecl. ZL't ,Ianuary 2008, had sent
out a term sheet to Essar and Tam.oil setting the criteria to be used rn selecting
the new shareholder.

4.10.11 Subsequently, in a meeting held on 13'h August 2008, betureen the GoI( and
prospective sharehoiders (Tamoil & Essar), it v/as tentatively agreed as

follows:

(e) Shareholding to be shared equaliy befween ESSAR and Tamoii.
(fl The parties should have a common vision to fast track tire Refinery

upgrade.
(g) The parties shoulC piovide financing on the r-rpgrade Project.
(h)The parties should agree on the financrng as ofibreri by Ta-mcil a.nd Essar.

L\.10.12 Both Essai ancl Tamori, vide ictter'datecl 9'r'September 2008; hoivever
respondeci indrcating tlierr plefbrelce of equalization of sha-relioiaing fbr all

Specia! i:tepoo o.1" t,lte ?u!:iit I!ti,j, irti,:r,,|: Catrlrtiitee ori the resi;,i,ttiti.t iri[ af fier4t*
F c tr o l. t i ; t,' lLe-jiri e ry L i ;"n i t e i ( -ia r1-' i':!, )
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' shareholciers, inclui-1.iag GcK, in KPPi. This s,oulC haye red.uceC Coj(
sirarel-lolding fl'orn 50% Lr; i)?,.33orh ancl gone aga.tnsi tiie Cabinet cliiective to
retaln 5 Corlo sha-r eholdilrg,

4.10.13 The G'oK, vide k:fier dzieC 2i" i'Io,,,e.rnbei, 2C02, aclcii'essed to boih Es:;ar
ancl'fa.'.noil, stateci cieaiiy tira-t tire issrie ci eqiraii:iaijcn of shareholciir,.g v,ra.s

not accep tabie. The GoK ga..ve botli partie s a dezdltrre oi 24'h lriovembe r, 2,A0B
Lipon rT hen it -rrrouiC be a-ssumed they were 1to lcnger interesterl itr the
opijorrllnity to purchase tiie 50% shaies being solc b.l P,F, Shell, and Che.,rron.

lr'!0.1.4 Bcth parties iesponderi, on lilovei:n-ber Ttt't'2AA8, seeliing cortf)tma-tioir oi.
vaiior.t:: timelines, as weil as GL)ll's postticn i:egarCing their proposai ibr
17'nT)'f L,^
-1"'-1i(i- to receitze finatcial incentiirgs lrv w&y 9f' 'sai..l,:r of drriy/taxes a-s oei
iheir uroposal.

l'.10.i5 Ttie'varioits issues being ia-isec-'by {.ire pt'ospecti.,,e sliar.jfuclders -r,/ere car-ising
clelays a-nd the pi"ocess trad. in fb-c'L slal1e C rr,pz.c,ti-rg negaiively on ttre ;rria-nnecl
upgrade of tlie reriaei'y. The encumbrance in the ttpgrade of the rcirnery had
serious cost implications on tiie project. Due to the sharp price increases in the
Intemational Commod.iiy Marhet, the estimated project cost had, in the
meantime, escaiated ircm \JS[,:]22 million rn2005 to US$ 450 million i.ir ZOO}
and was likeiy tobe higher v-.,ith trme. At this stage , the GcI( rea-Ltzedthat the
lwo parlners had " gangerl ttp" and -were riehberutely blackinailing the Go?i
and that dealing rvith Essar and Tari:.oil jointly, the GoK 'v/as worse off than
dealing with ea-ch parry separa.tely. Conseqr-iently, it was decidecl" to abanrlon
tlre process arrci proceed r,virh one of the partneis.

4.10.16 After an analysis of the trrro pariLes, the GoK setiled. on Essar for the
foLlowing reasons:-

(f) Essar was the prefe"ned btyer by t1re industrir g!'urehoi,iers h.avrng been
identified th.rough a co'inpetitive process. V/aving Goi( precm.otive rights in
farrour of Essai' lvoulcl be a credible oi;tion in the ej/es cf other stakeholiers
and the Interna"tional Cil Companies $OCs).

Slircial ii-ei.,s17 cs'riie Fub/ic iittieitrii.,:.t.t!.:; C,.^;tt;-;i1t!ss s;t;; tlie fesri.lti-"*,
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(g)Essar, unlike Tai*oii, had ccnditcied a coneprehensive ci:e diiigence on
KPP.L, and v,,ere, therefble, rnci'e ir--: 

lcrred and ptepaleci ic pioceed with the
investment and. tlie urgentiy lcrluiied ui:grade.

(h)Essal's approach to the upgrade \,-{as pulely frorn a colrmerciai ar-rgie. It v.;as

also noted that they has vast pri''zate sector experience in managLngrefineries.
(i) Essar had cornmitted themselves to supporting I.iFRi. to obtain flinCing from

locai and internatioiral financiers at fa.vorable reims.

fi) Tamoii's major disadvantage , ho',/lever, lvas that they haC not ctone any due
diligence on I(PRL. Tarnoil, ho',,rever, had the merit of beirig backed by
sovereign financial inight oi l,ibya, ..rhich 'ffas lii.le1y to afforc IQrRL
favorable fu-nding. Tainoil ha.d also raistxi issues of pre-existin.q potential
environmentai iiabilities anC rndica :ci that they vrere not rvilhng to take up
this risk.

4.10.11 To assure of its capacity to partner withr the Government to upgrade the
refinery, GoK conCucted due cl.iiigence on Essar. From the due diiigence, it
was notedthat Essar Group, the parent company of EECL, is a diversified
conglomerate cornpany domicileci in India with rnvesfments in oi1 and gas,

steel, consfrriction, shipping and logistics, comlirunication and power,
spanning over 20 countries, including India, Ui<,, USA, UAC, Ch.ina and
Indonesia. GoK, therefore , gave approvai to the private sector shareholders to
execute the share purchase and sale Agreement with Essar.

4.l0.iB As part of the negotiations, and in recognition of the inefficient state of the
refinery, Essar required GoK assurance that the existing Government support
would continue in the i^rterim period until the upgrade. Essa.r required GoK
commitment tha.t Goi( r,vo,;1d coliiinrie to support KPPJ'; activities and
operations under the Go.zernment Support Agreement.

4.10.19 In the meaniime, KPRL set out to draft various agreements that wouid be
required to effect the transfbr of shares to the incoming shareholder in
accordance with the ir.PRL's A.rticle of Association. These agreements v,rere
discusseci bet.veen ILDi?-L, Goi{ and Essar and the final clra-fis appro',,,eri by the
Aftorney Geuerai on 31" July, ZAA7 an.i..#as wihressed by the then lvlinister
fol Pinance ancl the Piiine Minisier

S4;eci.d i:;tltott aj' the P;;blic inyes::ritai,;ti:;
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4.10.20 GoI"'rlas keen on hal'ing apariner r,i,ith the necessarl, fr:iancia.i resources
and reflnely experietce to firip in the r-ipgiade of the refinery. Essa-r harl,
hg\r,,er/el, stated. during itr:;;12tiotis thzLt they rvouiC on1)r urvest in the refinery
upgraCe if the detaileci ieasiuility studies p; ove c1 tliat it -;,ras viable to r1o so anC
woulci instead opt out in i.lie event that the str:ciies iiidicateC that ir ri,,c;uld i,e
viable tc upgra:de lhe refirre ,_y.

(c) Ordinarily thi.s vzou.id i;rean that Essar ,,^roulcl 1cc: f;t a buyer for its sha-res
anri -woulcl selile on wi:oeve1' ga-ve tliem the bes;t price ioi' [heir SOo/o. y{e
diC iiot vraiil lo be in a. sit,;atron r.vhere ';ve irycLi.ici be sadrd.ied r.i,ith a-n

investor tlt.at dt(.it'i Lra.re the same objecti-r,cs,/commi'rment to the refi.nery
as the go\ie1-nioent. T/e i:hel'efbl'e needed to iiave an option rc buy tfue

shaies upon lheir e:ri':.

(d-)Seconclli,, sucir an e.,;it wcuid leq,-iiie a riaiuallioir to determrne the price a-t

r''iiicii we -v'lcuirj'ou';t iht 5A0/o shaleholciing fiorn Essar uporr their. exii.
Ilowe't'er, kircr,ving the va.it:.e of ihe assrts of lff'P.i rve dicl not l,lanl a
situation urhere we.r,roulc! pa"y Essal moie ihan theSr fu26 paici to acquire
their 5A%.

2.10.21 In order to forestall a siiuation rvhere Ei,ssar urould- unnecessarily benefit
fi.onr any grolvth in value of the cornpany withcrit having injected any caprta!,
GoK required that Essar -,voriLd only be entitled to a refund oithe money pard
by Essar fbr the 50o/c sharehoiciing flom tlie exitr-,rg sh.arehol.ders, hence the
USD 5 rni11ion. It rvas recogirizerl that th.e .ralne of the company/the
company's asset \,vas, even at the tjme or" negotiations, substantially higher
thau the USD 5 miliiorr they petd for tireir 5Oo/o stak.e. Tiris'was a veiy wise
move by the Goveinmenl- tc peg the exit pi:ice at the entry price of IJSD 5

miiiion paid by Essar. A.s -.;re wouLd now be valuinq the business assets of
KJP.L and paying Essar 5A% o'i the value .

Coru.gtrih.ee' s Ci;servatitc'Ls

2,10-22 The Committee obser.zed thar:-

(i) The KPRL transaction v/as nr:t a Governrnelt iia.lsaciron. It was a sale a-nci

purcha.se of shares behne:ir i:rivate secto;: entities. The sha-les olt ofil:r

S;tcl!u! I{cpctt af the
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belongecl to the ,iii,rate shaleiroicl-er"s anC tLieir sa-le -,r,ras betrr.,een the private

sectcr companies,

(ii) Tlie Cabinet had approved, among other thurgs, thar ihe iefinery be moderntzed;
GoI'- retains 50% shareholding in i(PP.I and that the Ministers for Fi:rance
and Enei'gy take on board interested investors, on a competitive basis, -who

-would dilute the existieg shaiehoiders (BP,She11, and Chevron).

(i,i) GoI( made it: cleat that it would coffi.muntr:a1;e a rvaivei cni;. on satisiaciion,

folior,ving a due diiigence , thal- the pa-rqr in ihe share a:nd puichase agieernent

-would be acceptecL to GoK ,

(iv) The value oi the comiran),/the cornpany's asset \/els) even at the tiine cf

negotiations, substa.ntially higher than the IiSD 5 miliion that Essar

Cverseas Limited patd for their 50% stake,

(vii) The Govemment entered into a share agreement with Essar Energy Overseas

Limited with the major objective of upgrading and modernizing the refiaery.

4.T1 EYIDtrNCE tsY T}ffi E}.]-E,ITGY REGTJT-ATOF.JT COKM,,ffiSSjtO.N

The Energy Regu'Ia.tory Commission in its submission (/tircex g) dated i4'h April,

2014 informed the Commiftee that:-

4.11.1 In December 2070, the lvlinistry of Energy (as it then was) gazeited the
Energy (Petroleum Pricing) Regulations, zUA. (The Regulations) pro.zid"e a

formula for determining Legal Notice lrlo. 196 of 3'd Decernber 2010, The
regulations provide a formula for determining the monthly maximur-n retail
pump prices for Super Petrol, Diesel anci Kerosene. In determining these
prices, the forrnula takes into account the vzeigtrted ayerag,e of prucleirtiy
incurred cost of petroleum proCucts from the Kenya Petroleum Refin:ries
Limiteci (I.'PR-L) i.e. 1ocaIly refhed p-rcciucts anC those froni tiie lGpe,rr: Oi1

Storage Facilitv (KOSF) i.e. impcircd refined products.

Sy;zcia! P,-epc# o-f the PiSIic !-iryt'::!;t;i:.,',ls Connir'tee o'l tii€ re:;r:'t:ctitrir:g ci'' -iLe*yc:67
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4,'i7-2, Since Deceinber' 2C10, wh.en EF.C Lrcg.an inri:it:menting ihe Regulations, a
price difibrence bel'iteeii the irLit cost of plcCi-rcis irnpcrted throlg.h I{OSF
anC lhose refured at I"PRL v'ras obseivcci. ER.C e,ri'tvr.:cLat this conclLision a"fter
considering the diftbrence in r:cst bet,vr-en the lccaliJ, refined piodricts and
imported prcducts. T'his d-i:ijtienr:e js atrributec to0 tlie costs oi refir:ing, fuel
arrd ioss frcn the lef-ining process a;.-r.;, ihe yieicis fi'crn tite crr-icle oii. Betiveer..
tlie pericd December 2010 anrl September 20!3,1oca11y reilned proclucts,
taken cnrrrulati''zeiy, v/ere Ikhs. is,l ro,5 53,585 roore experrsive.

4.i.3 It is important io ncte thattiPF*L is pictecteclb;i ile Felrolei:m p,.ules which
compels all cornpanies rtrvol',recl- iir impcrtation of petroLer-rrn prociucts i.o bulr
ftom -[(PP'.L suc]i quantities of ireiroieuin produci:s as the jviinistei/Cabinet
Secreta:;y mriy fr'oi,r time to tlle Ci:teirltine.

llar;ie i; compaia{:ive difi-erences in cosls be'r-ween r,:,,-rieiy afid, )J.riporl.:i products
Dec 2A10-Sep 2A1 i

Ar,'-iage dtfterence

f{(ES/Ltr)

6i 5

The price oi'rJre th;.ee (3) products fir-rrn th,:: refiuery that are su1rject to the pricilg
regglations i.t. sriiter. petroJ, d-resel ;iriil l,:ercserle weie {fths,3,00, Y'shs.Z.l0 arrcl

i'izport of tiie ii'\ihiii: .i.-;,r,ti:;5;i,,.;;g,,1ls {.loriii"nil-itr.t t,it- tlte ;,es!::.gcfierlng cj.

PrcducL l.lz*ne Yoiuiire iJeriyed F'rcni
Ir..JRL in Lityes Dec 2010

- Sep 2)i.3

Ainc;:i:t Lost
Ccxrrared to
I:rapon*s -I.-ES

1 Super Pehol 773,994,409 (2,323,359,704) -3.00

2 Regular Petroi 146,158,lg0 (4A6,929,872) -2.77

)
J Automotive Diesel 1,685,366,498 (4,546,167,973) -2,10

4 l.-etosene 1,161.,492,924 (6 ,031 ,350 ,5t17) -3.42

5 Fuel Oil 1,069,795,516 (1,7 66,569,916)

6 Naphtha/'-fops 256,766,613 (505,997 ,a,97) -i.90

1 Indushia1Diesel 59,8?.4,t 6t,

5,7,54,299,2)./t.

(.129,579,i92, -2,.17

1'OT,,\-r- (15,',l19,553,596

':r -i

. :i .ief i ;tcr';' Liru i tet ;';:i-i':l_i_.t

il-e*yi.t



I{shs.3.ttZ morc expensivr: than imported products b'ehreen Decembe r 2010 and
September 2013. ERC is oithe considered opinion that had refining activitres l:igher
as cornputed in the tables beio-,^,,.

Fost Septeurber 2A"j,3 goiarFuried {yenti.

4.11.4 The refinery wo,rld sttll ha're imposed a. han:licap o1r the weighlcC avera.ge

prices at the pump equivalent to the price ciiffbrence per products shorrrn :'r the
tables. The total ha"ndicap in Kshs -vvoilId. have been dependent on the vr1:rdl
weight oithe considerecl. refr.nery prodrict reiative to the impoi"ts.

'[a'*ie Z Com.lrarisora of ,'lu'; costs oIi1;rcri[gfs fl]cr:].Izl-Plil- ,zriic.i. irllr;ol,:c

Fh,i9 ff"shs/L)

Oct-13 Nov-13 Dec-13 Jan-14 Feb-14 -Mar-14

oi<r.ffi g;8-{,iilT,'ffi 
=6j:,:.,'?'i,. ,i*r;67 1,,'i-6-g2diiii'ffi ,,,6

Imports 66.67 63.31 63.s7 6s.1t 65.28 67.20

F'ircei,0-ffiffi1i;;,rui:l4jiijj:0,,i,?;,. , 
:qg.+s.;,;,t12.,64)]i fr,nil,;:..'ffia,)

?able 3 Comparison of unit costs cip;:odu.cs fi'oro I."PFJ an,t ini.p:rts

AGO (kshs/L)

Oa-13 Nov-13 Dec-13 Jan-14 Feb-13 }4ar-14

:__i___._" ...t ..--.11;.-1:.t: :r'.i:'-,.....1.

Irnports 10.73 69.51 70.78 70.17 7\.17 70.33

_i ; :;,;".,' :': :.:. .: -t:.:,- . ,--...;.:, . - .,...- -. .. ,---
Frice d,ifferenee':' ,. i , (I,63) " (:a.T/,t' g 55) : 1Z.SS)i 1: OC; {S.:lSl

Spec!.ci F,eport of ttte Ftblic .i';:,

Petrr:lr:*ru Refiriery i.,ii* iieA ii:, -i',,

Lr.ll" 't:'.?.'i..'ti,ii:s Cc;:,;l;;i!t:!ee i.si; tj:i:: !.J:.:,':'t.,t.:i,tii.liil c-;f iig;11,:t



T'alfle 4 Cornpansoi: of uzui cos-s c,f p::cri.il,c-r_s fiom lit:.Ri- aatJ ;i Liir.3,:iS

LGO Gshs/r-

Oct-13 Nov-13 Dec-i3 lan-14 Feb-14 i,,Iar_lzl

*,*--,-r i-.'j - ,: ;.,'-' " ^ -L;-.r,..:I-,": i5_,:1!t ;75 59 'i|,(,'l .l:L,Sg 7t=.l2 l,i 05

ixrportu 1A.5?- 68.88 69.65 11.63 68.10

fd,l1i.ilp",nji:iri.!e'e:'. -:' ::..(5.,2r!,) G,7-1) (7 02) , (i.05) (s.3ii) , -(J t-rrr)

4.11.5 The adCitjonal cost to tl,e i(en-yan ecoilol*ty on accr-runt of the Joca]1;, refinecl
products estiinateci a-t Kshs. 75,-liC,5i;3,586 oniy covers the 30 rnonth pe'od
ber-a,veen Decerober 2CI10 arrd September' "JL3 r,'.rnerr ER-C assrinrerl tirc
Implementatioii of the Petroieurn price capping.

4,.1!.6 The econolil.y has boiite tiie costs of the refinery o-rer the years airc1. there is
no evidence to shorn, that such a sifuation .,vould. have been remeCieri after
Septembet 2013. Accordingly, a more economic'v{ay of utilization of the
refinery is rrecessary vrhich ciictates that its business morlel be re-clefined.

C omuritcee' s Cbserrationo

4.1t.1 The Commiitee observed that:-

(t) The econolny has borne the costs of the refinery over the years and there is no

eVidence to shot,r that such a situation would ha.re been remediecl aftei

Septemb er 2013 .

(ii) There is a, need to have a strategic reseirye jn the country to help adclress the

challenges in storage artd enhance security of, petroleum supply through thr:

setting up of strategic petroleum reserves.

Sr,:.t:,ci a! iLa'port' of the i:-ublic j.'ii;,,:1.:;1:i:i..;,tits t-lo*:ni.irec cit i:!-;e ;.z.ii;,.ii,:tiu.isg o_{' .ii-Ey.-,tr,

69.5b

i-,1'^/.
-t' e i, r o i e uti t F.ej i. n e r j, i- i r i i. i i e ri (* l-- Ll i,;



r(.rJ.U

The Co-mrnittee rnade the ioilovring observations fforn the evidence a-dd"ucei and

documents tabled:-

5.1 The Government enteled into a- share ag'eement vrrth Essar Energ.T Cverseas

I-imited on 31" Ju1i, 20A9 vrith the inajor objecti.,re of r.rpgradtng and

mod.ernizing the i:efin,:ry. l'ire Agree;nent 'r./as sigired to ensure tlle

inociernizatioir of the refinery to the err-ha.ncecl capacity cf up ro 4 ViiviTPA,

coutraction of resiciue colfversj.on faciliries, the proclr;ction of ciean procilrcrs,

and determi:ration of product specificaiions, the s:iriirnizalion of emissions,

the stabilization or" elecirj.sity suppiy to the rerlrrcry and basicaiil, upgrade the

refinery in terms of the Agreement. This hats h.crrlever not beeri realized yet

Essar Energy Ove: seas Limited seelcs to pu1l out of the refinery busrness.

5.2 There is a need to have a strategtc reselve in the country to help address the

challenges in storage and enhance security of petroleum suppiy through the

setting up of strategic peholeum reserves.

5.3 The exit clause in the share agreement befween the Govemrnent of Kenya and

Essar Energy Overseas Limitecl was skewed in favour of the cotrpany to the

extent that the Government vrould pay the company USD 5 Million on exit

lrom I<PP'.L,

5.4 Essar Energy Overseas Limited assumec'I. all the rights and responsibilities oi
the industry shareholders w{ren it acquire d 50o/o stai<e at the refinery including

environmental clean-up anC restorati.on of the environment to its original

condition.

5.5 The pooi. restrucluring and delay in rncdernization of the refinery has hugely

corrtributect to the high puinp p;'ices of oii (petroleum, kerosene and ciiesel) in

ttie Country.

fi1*:ci'i/ 'il-egiott 
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;5'6 The dela'/ in the rrodernizatir.,:r cf tirc reliacry lias contributeci to the
ineflicir:nQ'' at KPR.L rn,hich hacl greatly jeoparclized tire regionai and riaticnai
econony and livelihood of Kenyans resulting io IiPRL losiirg sr,rpporl- iro,e
oii ma.rlteters. Some of the r,la-i,,31, in the tnCustry closeo d,.;rtr,1i as tire
Goveriirnent v'ras fbrcing them to refine their ciucie ot1 at the Refinery ai a
.oss.

5'1 The sale oi privatizatto;t of hey stiaregic i:istiir,rtjcns -,vhich has a significant
bearing on tia[ionai securiiy shoi:ld ci-.,1y be rrnrieitalieii if tire belefits t]rai
accrue to li-enyat-]s outti,eighs the colTrrnercla.i llireresi of the pri.,rate investor:;.

There should alvra.ys be public ta'ftic'roaiio:. lil ijle -,,,,,iih article i0 an,J 11g o1.

the cousttfr:flon

5.8 The cirequ-e a11egecl1y issuedby Essar Enei'gy Cverseas Lirnited ro pay the

Government oi l(enya for waiizel of its pre-emplive rights was osciliating

betweerr Treasury and KfP.L for f,rro years ancl was evenlually returneci on
claims that it was drawn to the wrong payee (cheque iiting). The Cheque was

d-eiiberately drawn to the vnoilg paryeewith the intention of creating delay and

defraucling the Go.rernrnenr of K_enya.

5.9 The pa5,ment oi the considera.tiorr fee cf USD 2miilion took loirg to be

effected and wa-s substantially reduced from the initial U-sD 15 to USD

llnrillioir and finaily to USD 2 iviillion. it tock hro years, from Juiy ZACg to

March 2011, fcr Essar Energy Cverseas Limited. to pay tlie gooclvrili anrount

yet the compa-ny u/as manag::irg tlie }1efinery two years betbre the paypent of
the gocdwill amount. The rnoney tirerefore patrl as goodwili cor:lcl have been

generated. by Essar Energy cveiseas Lrmited frorn the refinery.

5.10 The C'abjlet ciecision that mociernization be r-rndertakeri a.i the refinery u,ars

not actherecl to by Essar E;iergy (iverseas Limited llire ,: lirt e:lii of the ICC.

,9itecicl I:iei;c,tt of i!.te Pu{t/;c )':i-.':::i:i'iiei,tis Co#inifiet 7,::1 il,'..t i,:..:..j tii:i:l-ri:l.g tj' iir_,i;t,
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5.11 The Goverrnient agreed to the gooCwiil ccnsideratioir on the und.erstanrling

that Essar Energy Overseas Limrted wouicl undertake the nrodernizaiion oi

the refilery but this has never bee,r unriertal.,en b-,1 Essar Energy Overseas

Limited thus breach of contract.

5.12 The Kenya Petrcrleum Refine-ry Limitecl has old tecirnology and therefore the

Government shoulcl de.relop a- nelv refiner:y. For exa;np1e thr- diesei fiom the

refinery hari (10,000 ppd) high leveis oi iead iar above the recoinmer:ileci

irrtiushy levels of 500 ppd due to the obsolete technology at the iefinerl

5.13 l.Io Financiai auciit of the co{rtpvlr! has beerr done by the Audit-Geneiai

Cffice due to the 50:50 o'arnership silucture of the rer'inery. Part IIi of the

Public Audit Act, No. 12 of 2003 and part iV of the State Corporation Act,

Cap 446, Laws of Kenya be . nended to comply with Article 229 (5) oi the

Constitution to provide for an express provision to the Auditor General to

audit ail Government inveslments inclr:C,ing where Goi( shareholding is less

than 50 %.

,5.0 RECOnimffif.TDATnOfTS

Arising from the evidence adduced and the observations, the Committee

recommends that:-

6.1 The Ethics and Anti-Corupiion Commission (EACC) shor-rid investigate rhe

circrimstances under which the Cabinet decision for the modernizaticn and

reftirbishrnent of the refinery was ignored and Officers who flouted the

Cabinet decision should be held account"abLe.

6.2 The officers vrho particrpatecl in the negotiations, drafttng and signing of the

sliare agreement ( the then Permanent Secretary, Ministry of Energy; the

Iirrresirnenl Secretary and the then Chief Executive Cfficer, KPRL an!

S.i;ecia! }:ieport of the Public ,iiivest':nents Cominittes c':i thc re::t:ru.ctaring of E-eii.,,,i
Ptitoie un; F-e-;inery Lirniied (!i*?-tLt-)
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6.3

6.4

6.5

6.6

6.1

cllirent governor fcr'Iaita. Taveta County) j--,e investig;,,iied fbr engirreeung tire

negotiations, draft)n'g- a'nd signi-ng of'a she',ver1 sh:;.iehc.k1,:r agt'eement in fb.vor

of Essar Energ,w Cvci'seas J-iniireo.

The oflicers wh..-r participated jir the li:gotia-tro-Lrs, clrafiirrg anci sig,ning of the

sliare all'eei]ient ( ':,he tiren Peinianenl Ueci'rlary, i,njnist4v of Eneigy; the

Investment Secretary a"nri t"'ue then Chj.ef l:xecutive Cf'ficer, Ir.Pi?J) be held

accountabie for colri:ri:rli'irg tLtte Go-,.e:-i:lnient]-o a.r alririe::leut tJ.rat seells to

pa), F,ssar Eneigy [-Ji,,e:iir]as _{",imrteC ]-T;iD 5iniliio;r o.r1exit.

The EACC shoutcl irvestigz:-te circi:mstaac:s uircie;. v,'iij.clir tlre c:.nsideration

1tr,.yab',: to Gove'iiti-l:nt fol v,,aiver o{'its pie-einpti.r,e n,.,l.i'il; vias reduced fi',rm

ttre initial USD i5 riilliion to USD 2 rniliicn aLncL vra-s nci iraid Lr time anci -vvas

d-ia...ttn to a lxlron gri).,{ee by E,ssar Energl. Cverseas I_ lir-:CL.

The Governrnen.t sho'n1cL establish a-n ir.r:rport telinirrzrl and. ;tategtc peiroieum

reserve in ttre coilnrry tc help address the ciiaiieilges in storage and enhance

securify of petroleurn supply tlu.ough the seiling up of strategic pefroleum

ICSCTVCS

Essar Energy Oversea.s Limited sh.ould underta-ke alt environmental clean-up

and restore the enrrironment to its original state in accordance r,vith section

108 of the Envirorulen[a1 Mar'agerrrent and Cootd-ination Act(No 8 o{ 1999).

The hlational Enrrj.ronment ]r4a.nagement Authorifv (hTEh,IA) sirou.lil assess

the environrrrentai impact in a.ccordance to section 58 of tire Environmenial
'N\arngerdent 

anC Coorciinatioi;. Act(]'To 8 o'i 199D. and ensure tl-r.a-t the ciean

up oi the environfirerrt at tlie rellnery is unciertaken by Essar Energy Overseas

Lrmited. An envirorimen[i.ri ar-,Cii, br: ianied by 1'dE],4A tr: ensure that tl:e

envii'onment is restoredr to its original condition.
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6.8 The Government of Ken'i'a shouirj not pay Essar Energl, Overseas Limiteci

zoy gen5ideraticn duiiiig tireir exit since they have failed. to honour thejr

responsibiliiies in ierms ai v;-tgrading a.nd rnodernizing tire oil refinery on tire

basis of which a shareholder agreement rras signed.

6.9 Any fi:h. e engagem.ent befvvreil Essar Eilergy Oversea-s Limitecl a.nd the

Go'yentnient of I(enya siroulC be scrr:tinize.L ihorcugtrly rvith piopel' diie

diligence being und erta.ken.

6.10 Tlre exeicise of pritrattza-tion nrusi in'i,olve ali key stake holdeis tirrough pu-o1ic

parttctpation prior to decision making in ar:cord arLce to Articles 10 and i i 8 of

tlre Constitution. The Fii.ratrzat)on Act shoulC" be amendetl to ensule public

parttcrpa.tion.

6.11 EACC should investigate and determine the o.,vnership oi Essar Ener;;y

Overseas Limited, a cofflpany incorporated in It{auritius in 2AU .

6.L2 The Government should fast-track *re development of a nevr and modern

refurery to cater for the refining of crude oil for na-tional consumpticn and fbr

export.

6.13 The Privatization Act shoul<i be amended to ensure that the Government does

not privatize or divest from lcey or stu'ategic invesiments or Parastatals without

undertaking due diligence.

6.14 Part IIi of the Public Audit lict, No. 72 of 2003 and par.t iV of the State

Corporation Act, Cap 446, Laws of Kenya be amendeci tc comply wiih
Article 229 (5) of the Constitution to provide fbr an express provision to the

Auditor Generai to audit all Government investnrents iirclud-urg vyhei.e GoK

shareirolding is less than 5A %.

O-
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Hansard Recorrier

Parliamentary Iiltcrn

1t
I

'fhe Chai4rei-sor1 cailed tir.. rneeting to or(ier at'I'went-y Frve Minutes past'fen O'clocli. iLe

informed the Coinrniltee that the lfon. Aden Duale, MP had raised an i.ssue in the House

relating to the ownership ol Kenya Peholeum Refineries Limited and had requested to

share that;.nforrnation with the Members as e fii:nci of tire Conirnittee.

ldlFl-uTE'Na " 3'i1 /zai3 ii'\TI DF"I.IC }1 tsY T-TOI.:I Ari-al'i DrJALii. jvi? OIV I'-EbT.IA

The Cha.i:persoll urvitecl tire 1-Ion. Aden Duale, AzIP to brief rhe Comnil'ee on I'.PRL. Hon.

Aden Duale, MP nformed tlie Cclmmiftee that:-

(,) Kcnya irnports a1i its Pctloleum' r'cquLernents arcl its annlral consuinption is
approxirnateiy 4.1 milliou tons.

(ii) Prior to deregulation of the sector jn 19911, KPRL -was fuI1y protected tlu'ough the

'White OiI Rule' clause where Oi1 N4arketilg Companies processed crude oil at

KPRI.
(1il) On 28'h November ,2003,the Minisrry of Energy under gareu"Legal Notice No. 197

established the Open Tender System for both crude oil and refiued petoleum
products but requiring that all Or1 Marketing Companies to mandatorily process

crude oil at KPRL.
(iv) -.KPRL was initialJ.y a joint venlure between the Govemment of Kenya (50%), Sheii

Petroleum Company (11.1%), BP Africa (17.1'/') and Chevron Global Energy Inc.
(15.8%) befbre incorporation of Essar Energy who replaced the International Orl

Cornpanies.

(v) Recognizing the need to upgrade and make the oil refinery more competitive, the

Cabinet in a meeting ireld on 3'd Muy, 2001 vtde NI:ur. 15/7 approved that the oil
refiiery be modemized, rhe Government to retain 5A% shareholding and the

Ivlinister for Finance and Energy to take on Bcirrd interested investors on a

competitive basis to dilute the existing shareholdilg of,BP, Sirell and Chevron.

(vi) Folio-wing the Cabinet decision, many ijrms such as Patrofac GJK), Otnan Oi1, Essar

(India), Bharat Petroleum (India), Tamo.il (Libya), Engen (South Afica), Reliance

Industries (India)) expressed interest in berng shareholders jn KPPJ.
(vii) In I(PRI Board meeting on 16h Muy, 20A7, the i:rdustry Shareholders made it clear

that they would not wisir theil sl-rares dLluted nor tvould they take part rr the Refinery

Upgrade programme. HcrveveL, they indicated a possibiliLy of a joint disposal

2



(viii)

(ix)

,-
(x)

(xu)

(xiii)

(xw)

(xv)

(xvi)

(xvij)

Q'viii)

prcpos.rl that rvould cn,qa:rc an inri:peldent L:onsuitant to seek oiie:s liom the oper,

rlarket.
In Sepienrber, ?0A7, the iirdusiry i:il'rareliolders c{.ecideci to collecti.rely dispose theu'

eciuity tlir-ou:,h a conrpetiiir.e irrocr-iremerlt Ilroccss aud- i,ientifletl Essar iSnergy tr.r

buy their shares at llSD 10 milliorr tlishs. 790 rnrllion)
Essar a"11d BP, Sheli ald (.lLrevion.rnlcred r,nt,.r share sale and, purchase Agreement
clated 20h I)eceml:er, 2A0i. h-orvt:\,r::', f.ire l\Srreelreilt v,,i,:; corlrliiionai cn GOli
renouncing ns pre-emptiye riglrts

Through a pr:l'a1]el initja.tive the GOI( had earLier identifieci Tarnoil (Oii Libjia) as

potentia-1 investoi pi'. rLer in the piojecI as pei t]re ]u{OU signed bi:ilr,een Keirya and

Libya durilg the Piesl.ient's siir.r.e l'isit to Libya n 2007. Liby:r oj1 hail expressed

interest 'Lo suppcrt G(J1{ ur thc Itefincry '.rpg,r:erde, nevr lvlorniLasa-.|{aLrobi oji
pipeline ard LPG ir:rlport and sl,orage project in Ir,[omba.sa.

To give a.fatt 6ppor'tuirir',, in paliLcipating ir Lile Ptocess, tirc PS i\,iinis'.ry oiBnergy
se::rt out teim sheet to boih lissar and-Libya oii Fiolcljlg on 2i" Janu;u_/, 2003 setLrng

thr: crjteri.a tc be used in seleciing tlLe nerr,r sharehr:lde:.'r,rhich incLud.:ci USD 15

miilion iir exchange of goocLwill ancl renunciation c,iits pre-emptj.rc rj..?;hts.

'fhe negoti;,r.r'io;r bet,,veen tlire GOIi aircl the tvro p.i:ospective shaleholciers culilinateii
in a decision b5, the Gcrrerirrnent tc offer theii'r t-'+io equai share s of ?5% oi'the 5Ao/a of
the Intemational Oil Cornpanies.

Subsequently, ln a meeting helcl on 13ft Augr-rst, 2008 behveen GOK and the

prospective sharehoiders, it was agieed that both Essar and Libya Cil share 50%

equity equa11y, fast h'ack the upgrade ancl both of them to provide furancing.

The estimated project cost had escalated from USD 450 million in 2005 to USD 450

mi.1lion in 2009 di . to sharp increase in the intemational market.

The GOK realized that dealing jorntly rvith both Essar and l,ibya Cil was worse off
than dealing with one partnel ani consequently abandoned the process and settled to

proceed with Essar after an analysis of the two.

Essar Group is a conglomeiate vrith .inrrestrnents in oil and gas, stee1, consh'i-tction,

shipping and logistics, communication and power rn ith inr,'estments spanning over 20

countries. Essar Energy Ovclseas Ltcl owns 50% shareholdurg at ,KPRL.

lrrticle 22 oi the Co:npany's Artjcles of Association stiprilatecl that a sellirr;;

sl:.alehoider must offer shares to tire remaining shareholders lrefore oflenng to a third

party. However, the Gor.,ernrnent lvas not interested h buyilg the intemational Oi1

Companies (IOC) s'. i.es and agreed that the i:rdustr-y shareirolders conclude the

process of sale with Essar.

On September 24,2008 Essa.r matle offers to Government thai. they'vould have

equiry of not less than 5092'0, and that they lvould provide assjr;ta.nce of USD 5 million
tolvards equity in K?i1T, oi.r bch;rif oiGOI( and furtirer if'tiLe t-;Oli -rorild be ablt to

)
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(xr-x)

(xx)

(:.xi)

(;rxii)

(xxiii)

(xxiv)

(xxv)

(xxvi)

ne.gotiate the price of acquisition of shares of BP, Shell aud f,'irevron ai less that USD
20 inillion, th.e differential amoLrnt would be paid by Iissar to\r,eirds GOK's equitl, f31

rhe nroder nization project,

Essarhad offered GOK an ini.tial arnour:t oiUSD il miilion rn 2008 based on the

condirions tn paragraph (;ii,iu) atrove, hor.-vevei', GOi( deciiled to get invoiveci in the

n.egotiations lvirir lOCs on behzLlf oi'Essar" Essar iraci a corrlpetitive biri fl.oatecl by thc

private shareholclers and consr{uerltiy changed the goodr^ril1 ofibr li'om tire initial
.lSD 11 million to USD 2 rnLllion.

Essar gave ieasons for the redtrction of goodrvill ofier from USD 11 million to USD

2 million as deLays Lr the negntiations for the szrles of shares and finahzaiion of'

shareholclers agreelnent, glcbai economic crjsis atict djfficuit teill:ts of furancing for
the mod emization project.

GOK agreed tc the considerarion of USD 2 :ni1Iion ancl incorporatecl it ilto Ciause 5

of shareholdr:rs agreement of i1" Ju11r, ?,Q99 providutg, lhat th,:: zrmount was io l;e

paid by Essar mto KPRL's account io hcld it in hust ior iltc Governrnent.
'1-he payinent of USD 2 million was recelved by Tre asuty on 3C'i' Jr-rly, 2009 i:r favour

of KPRL. Ifowerrer, after consrikation, it.,vas ag:ecd tirat the moneybe received rn

Government books. Conseciuenily, the cheque was retrritecl. The money payable to

the PS Treasu.ry rvas receiveci by CBK tluough lLTGS on 15ft March, 2011 and an

equivalent of Kshs. 772 .r:rltlTton lvas h'ansferred to the exchequer. Essar also paid

USD 3 rnillion to the IOCs.
Before transition of KPRL from tolling to merchant mode, oil marketing companies

(OMC) were required by Legal Notice No. 197 of December 3, 2003 to process oil at

KPRL. On turning to rnerchaut inode of operation, the actual cost of product from

KPRL lvas used and referred to Refinery Gate Pass.

From December 2010 to April 2013, the price difference between the reflned

i,mpotted prc:1ucls and products refineri at KPRI had an equivalent loss of IGhs.

13.69 biltion which h'anslated into a loss of Kshs. 5.48 bLLUon per year. This resulted

into additional costs at the pump of Kshs. 2.74for PVIS, 2.54,for Diesel and3.32 for

kerosene.

KPP.f, norv faces enormous challenges .,vith the explly of'the interim product take off
agreement on 31" December, 201'2 and later extencled through consensus rvith

OMCs to 30e June, 2o13. It is important to note that no crude oil has been procured

and deiivered since June 30,2013 thereby jeopardizing operations of KPRL.

KPRL sought credit facility of USD 350 million fi'om Standard Chartered Bank

Limited on corrrtlencement of'Mlerchant Mode to irrocure cn-rde oil, process and seil

the products to ON4Cs. Hovrever, due to high costs of t1're products, some products

have not been lifted flom KPFJ, ancl the bank is clairning ihese stocks.
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(rurvii)

(xxviii)

(r.xix)

IffRL wage bill is appro;lirn;,.te1y I(shs. 48,570,449 per rnonlh rrr Kslr.s. 582,845,388

pel annr-Lm.

KPR.L 1.ras over the years not been able ro meet the OIt4Cs prodr:ct reclui:'ements

resuiting to a significant nroduct ioss.'fhis necessitated the OlviCs to comrnission a

forensic study sanctionecl by the tMinishy oi' Energy anii undeltaken by Deioitte
Consulting Limitecl i:r Noveinbe.r 20i2. The sttrdy va1ued the yieirl ioss to be in
excess of IGhs. 7.i bi-llioir prompti:ig the OIvICs to seei: cornpensaliou for the

estimated 1oss.

The refinery sits on 300 acies worth approximately Kshs. i5 bjllion and its storage

capacity is approximately 4C1t,000 cubic metres vaiued at Kshs. 16.3 bil1ion.

o

The Committee lvas obser-'red thai the inefr"rciency at I(PRL had g.rcatly impar:ted on the

econQmy and li''lelihood of Ken;yans zLnd had e\/en caused ma,ny piayers in tlte industly ttt
close riolrm as ihe Govelnment rvas iorcing tiiem io refure their crude oil at the itennery at a
1oss. The Cornmittee agreetl that thele !\ras an urgent need to bujld a nelv r'rfinery iFI{PRI,
cannot be modernized coirsidering the recent discovery of oil in the couilhl/.

The Members sought to knorv if'FIon. Duale, MP had any intercsts on the matter. Hon.

Aden Dua1e, IvIP irrfor*ed. the Coinmitlee that he did not have any personal. interest in the

industry, but had brought the information to the Committee as the matter was serious as it
impacted on everyday iife of a1i Kenyans.

There beurg no other business, the rneeting adjoumed at Twelve O'clock.
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N{r. Itlichael Njenga

N4r. Charles Nyanyulo
Ivtr. Obed.K. Chv.reya

Pariiamentary Intern

,z\cting Llirecto:
Senior tMairagcr'
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Mr. Pah-ick Vy'andaka Assistant Inspector General

MTT\rtiT'li hTO.',i"i0 /ZCi3 E-\ry-D Cii: T{E}'IYA i)ETll-OLEIilrd
LnIITE])

Tire Cl:jef E;*ccriti,'e Ciic,:-r, I'Ienya Oii F.e-iiu:.ii. i-'.ir.aitcC, Ir{r. B. i4. Bairsa.i,

accornpani ed'oyt:-

1. Hon. Suleimair Shakonrbo -

2. Mr. Stephen Nlbrii
3. Ms. Carolile Karuya
4. IvIr. Stephen Wafu1a

Chair-man
Chief Finance Offi.cer
Company Secretary, [-ega-l Cfficer
Senior Economist, lvlinistry of linergy and Petroleurn

appeared before 1fog forrrrnittee to give erride;ace on flie a.udifi*€ of accounts of the

refinery by the Auditor General.

CC

The Committee was informed by the Auditor General that the accounts of the Keuya

Petoleum Refineries Limited have never been audited by the Auditor General. The

accounts were audited by a private auditor appoiated by the Bank. The Auditor General is

therefore not in a position to comment on the accounts of Refincty

The Chief Executive Offi.cer, KPRI informed the Cominittee that the Company had wrjtten

to the Auditor General on the auditing of its accounts but no reply had been obtained from

the Audit Offi.ce. KPRI-- is a private company established under rhe Companies Act, Cap

486 and not a State Corporatjon and therefore cannot Lre audited by the Auditor General.

I(PRL is a 50:50 joint venture befiveen Essar Energy Overseas Li: rited and the Governtneui

of I(enya and is therefore not a state Corpora.tion as defined by Section 2 of the State

Corporations Act, Cap M6. KPRL.is oqrned.through tlie Perrnanent Secretary, Treasury

vrhich is excluded from beilg termed a State Corporahon.

The Committee was iurther informed that section 89 of the Public Finance Managernen'i

Act of 2OlZ requires tlic National Treasury to submit a consolidated repoi-r to the AuCiroi

2



t

Gencral every ycar anci sr:t.i oui thr lnforina.tioii rcq,.iired fiom Go'.erlir-rtent lilrkei
Corporations. KPRI-, has complicri rvirir ll'reasurv's request [r;r tire rcquisiie infotmaij.o;r
even thou,=th it cloes not fall in tlir: c;:-tegor:y of such Govcmrnent linked Clcn:o.ratiurns.

Thb Chief Execut.i',re Offlcer al:;cr i.irf'brnre,1 the flontinittee lirat accounts of the I'refinery
wcie audited by a liri.r,ate auciitol zii;poiir.tecl by ilie Board oi I)irecrors. In thc auciji. thc:

corfipany has enjoyed unclualifir'' audit iei:crts. The cirar:gc oi'audiiors coulc iiave an

irnpact on the operatioris and managrmcnr cithe compziny.

The performance of the cornpany has been on tire ciown trend since the industiy s-witched to
thE merchant mcde. Ti:.e con:pan1, has been ou shui d,";lvn since September 4'h 2C13 sirrce no
crude oil has been irnporte,J. by the urarl:etcru.

Z

The Couulittee cbserved that Article 229 (2) pro',rides tliat the Auditor Gcnera.1 ;::ay audit
the accounts of any public eiirity iirat attracts pubLic fi.uCrng not -witl:stancilng the

rnerndittorl entitjes chat thc li.ud.itor (lcneri'.l rnirst audii.

Aftcr d.eliberating on ttre mat[er the Cornrnittee resolvecl ihat:-

(a) The Auditol Geireral respoLrds to the lefter by I(PRL

O) Tire Parliamentary legal department gives an opinion on tire audi.ting of tire accounts

of I(PRL by the Auditor General.
(c) KPRL submits to it a comprehensive report on the performance of the cgrnpany for

the period 20i0 to 2012.

There being no olher business, the meeting adjourned at Two Minutes past Four O'clock.

d. C

[,I . r'
.\/1.,'.Signerl:.....

(Cirailperson)

ul-.t- Date:
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t, t,

@=._KlrN JA I R^fi?JE SE CT OR AILIANCE-ffEEE 4)

The officials of IiEPSA brief;d the Comtnittee as follows:-

(j) IITIPSA is of the vielv that private invesrment in the fhcjltty to convert it to a storage

ternrinal is cntical for the ibLiorving rea:ions:-

I(inya does not have an1, sh"a.tegic storage facilities - It is impt:raii,rc to tiote th.at with
KPR-L shutclolvn, Kenlra is on average less than 10 dell's ltto, fl'om a total stoc'1( out

siruation. Any irnpact on th' supply chzrin e.g. port closltre or vessel breakdoum

could see ftlel shortage at ailports and at the retail outiets.

t)

KPRL has over 400,000nr3 r,vorth of storage tanks

This facili.ty is crinently underutilized but- signl.fi.cant investment is required to ensrtre

.dilect corutectivity with the port facilities and conversion of cnrde tanks.

(ii) Apart from beiilg an important sh'ategic nationai asset, it is expected that with the

' dis.orery of oil in Northei:r Ken1,n the roie of the refi.nery in the value addition chain
=.wili grown when commerciai production corrurlences.

(iii)It is also critical to notc that price stabilization is not reahzable witliout sftategic national

oil reserves.

(i.'/) KPFI storage supports feasibiliry study on building SBM (floatrng berth) that is

currently under process with NOCK.

(r) LAITSSET project proposes a different location for ueiv refilery in iine lvith orl

cliscoveries. KPRL current location does not fit in the planned shategy on refinery

location and thus conversion to storage facility seems more viable alternative.

(vi)Private sector (investors) zu'e in a betler position to offer necessary financing and provide

morc effrcie11t managentcnt of the fhciliry.

(vii) l-inancing is criticai to ensure quick deIive4, oi the facrlity in light of the

atbierrentioned issucs.
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(viii) Invesfine,t wili enhaircc trie cornperrti,.,e posiricn.f t1u: fa-cility' EiJlcient plo\-rsI(r'r

. of petroieum produ.cts heavirl, 
--i.ir,,r 

on trre statr-Ls pliysiczil infi'as.'ucrr-Li'c:; roi

Bansport&tion, ici1..ir-rg a,c1 .;,o,ur. ,r. *1it ,.fS1ttO, theie is neecl to in*est irr iit': '';i'

refinery to 
"norri.,oqrlriun* 

crf'nrJi'cr:-: i.echr:o1ogy and i:'liastitrcture'

tl

.lhe Commlttee *as info,ned thai !-PP-L was faced with the foliolving chalie,gcs:-

(1) price _ Lpli,. is unablg ,o .u*1.,.r. .,r,itir products fronr ,ioclcrn reirneries in \Nestci:'r

India and Ai.atr G*1f (cliftcreilce ,i;;; il;. io p.l. iitre) due t, poor yield uatterns

(ii) o_uaiity - r._p!.L technology courcl noi procruc.r":lt trrat nu:1 culrent inclustLy sta,clarils;

eg. Diesel rdes-r;.iu,Z i, sil;;;J 1;,n*. i<rC p'oduced 10'r-00ppur' 'I'hc p'rr-'i

quaiiry o. ti. ,.inery arjrl ,r"l.i. i, t'to'"a. on uifia';ti'ucture iimitatioris a,ri olri

tecirnologi.t ;;i;h ;fiect clistriburiorr and supplies'

(iii) Lack of substantive l.vcsti::e.t- Ttre outclatec', te cr rlology resulted in i'el'itlc' i'

ineffi.ciencres inch-rding behrg t'nu6it 
'o f'ott" all the by-products from crude oil

(rv) Historical issues_ Indepenclent aucritor report shovrs tha-t I(pRT- ovres oil lvlarkcrctr;

over IGhs. g Biliion worth or rto.r.t urra vitiat losses of Kshs' 7 Brllion'

,ZA

The Commitlee observed that'-

(1) There lvas. a need to have a sftalegic leserve iI 1he 
country to help address tiie

challenges rr storage and e,han..'ri.rri,, of petroleu'' 
"pp1y 

through tl-re sett:i';'

(ii) ffi:'trJ,fi'J,'Jt",:'#;;'#il:"ovemment 
on tire envjronmentaihazarcls cair::i:r'1

as a resuit of i'efining

(iii) A new ,.t""'y tn b"e esrabiished in Lanru County

There being no otr-ier busiiress, the Chaiiperson arijourned the meeti,g at'rhirly t rLI)ute:: i'r:;'

Four O'c1ock

sis*,Jf.L.t..

(ChailPerson)

;^j '-l ', /' ./ ,i,/1./i'--''
.:"j..-,.,l-r,' ! ,.)./ a!t. -

ir\ L\
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,fl,I
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Mr. Cha.rles Nanyuki
lvir. Obed I(. Cirweya

Ag. Director
Senior Manager

F-Af'ro

Mrs. Sumayya Athrnant
It4-r'. I(en Mugambi
Mr. Kamau Mr-rgenda

\-.11. U
S.P.O
GivI Finance

c.28/74 CIrT Cit t-{A

'fhe Managelnent of the National Oil infonnccl the Comnrittee that:-

(i) Errergy and peb.oleurn and undertzrken by Deloitte for thc period 2An2-2012, 1:as sirou,n

that the refinery olves OivlCs apploxirnately IGhs 16B in yield sirifts (clowngradilg of
products from higher: yielding to lou,er yieldilg products) as v,re11 as difference between

deemed and acfual production. Due to the technological challenge, tire reflurery also vras

restricted to processing only one crude type; Murban whicir is a light form of crude irom
Abu Dhabi and one of the most premium priced crude o.ils in the lvorld. Thus the

refinery onJy reiied on expensive feedstock which further conhibuted to high domestic
prices.

(ii) From the above therefore it is evident that in its current state the refinery was a rnajor
burden to the economy and it lvas a maffer of time before the competitive nature of the

market rendered its continued operation unsustainable.

\)pgrade of the Refinery

(iii) Tire cost of installing a hydrocracker unit to improve the efficiency of the ref,nery is

approximateiy USD 1 B. However this being a Brownfield proiect, even with improved
efficienry the refinery would still work within the consffaints of the instal-led (name

plate) capacity of B0,000bpd which wotild stil-l render it uncompetitive in the face of
larger refineries in India and Arabian Gulf. To increase capacity, it wou1c1 require
installation of additional modules which push up further the cost of the upgrade. It is

also uncertain how newer rnodules rvould integrate within a refinery that is five decades

old.

(rv) To cater for the waxy crude types iike the Turkana oil, thele woulcl be need to providc
for heated handting infrastructure such as tanks and pipelines as weii as provide for a

wax separation unit rvhich vrould further ilcrease the cosi of the upgade. The total cost

of the upgrade rvouid thereiore not dilfer substantially fi'orn the average of USD 4-6B

required ior putting up e. Gree nfield project of betvreen l2Ll,000bpd to 180,000bpd.



t!

I

__ lii-UO' Et tvl_l ij'l_i'

There beiug no other business, the Chairticr:;cn aicljoLrrire,-1 rhr nicr:ting at iri;'t.7 Mr.iuit,::s l-ras;L

til,clve O'cicck.

;ri. l'iil-'l
t.:"rr4.r,r/
)>:11,\-irr-..1, ^rl\

i
ijr

t:r i-,(:,-.

(Chair-,,rcrson)
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(v) National Oi1 Corporation believe tirar this is tire ntai-n I'eason why Essai optccl out t)r"Ii1e

refiueiy upgracle and givcn the cuir"etrt chailenges, arl-v ne-'v ilvestors invited by the

Govemment to take or.er ftont Essar ivcuid coi.'.e in in.itir a plethora oirequirentents ailcl

pre-cornmjtments from GovernLircrt that lvouki skew thc project to tlieir favour to thc

deh'iment of the Government as a- shart'Solcier and the couutrS'.

Co:rversicu to S.ura-ge Icr:uinai

(vi)Over the iast clecade ouly 7 cf 90 refinery projecls in Africa \,\/ere cornpleieci, this

includecl upgra4es and Greenfilcd refin.eries. Investment is being channetred to storage

and jnfi.astructur:. Sotle oi tlie i'nost recent oil termjnal projects plinned include oil

tader Gunvor rvhich has pleCged $500 urjllion to build a joult itrc,.; tradiirg

cornpany in Gairon lvhilc Vivo, pait owned by Vitol, is ittvesting $ZSO mjllion over

threeyears.Adda>l&oryxGtoupzrlsohasplanstoinvest$'400miilion''l-raciet'snow
viely ternrilals as being more usefl,rl goin11 folward to meet risilg detnzurci titat additional

sinall scale relurLng.

(vii) 'f[e lvlorlbasa refrnery has a total storage capaciry 455,200nt3 ottt oi" r,vhich

107,000m3 is crude stor:age r,vhile tlie balance is refinecl proiiuct storage. Ti'.s liansiates

to 34o/o of' the totai storage availabir: in the counly and is the single lal'gest storage

faciiity i1 the region. Converting the refinery into a storage terminal l,vould therefore

fi'ee up the crude oil storage aird ieiease the product stor?IJe for use in operational and

strategi.c srocks effectively creating an additional.36 days of stock cover in the country.

This would help address the challenges in storage and enhance securiry of peh'oleum

supply through the setting up of sh'ategi.c petoieum reserves.

(vin) In addition converting the refi.nery into tL storage would integrate wel-1 ll'ith the

planned offshore jetty project by National Oil by luiking the proposed loading

/offioading termiaal to the refinery thus removing the irnmediate need for a new storage

facility to be built with the new jet]ry.

IJ Tio

The Committee observed that: -
(i) There was a need to ha''ze a skategic res.erve in the cou11ily to heip address the

challenges in storage and enhance security of perroJeum supply through the setting

up of sh'ategic petroleum reserves.

(ii) Essar Energl, Limited to pay the govei-nment oir the eirvt'onmental hazards caused

as a iesult of the refurery.
(iii) A nelv refirrery to be establish.eC in Lamu County

.l
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AUDIT'OR GENER/J

lvlr. Charles Nanyulii
Irz{r. Obed K. Chweya

Ag. L)irector
Seriior Aud :r

Cabinet Secretarlu
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Commissioner of Petrolettm
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Sen i or Petrole um Ecouomrs t
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Ivll-tIUTE gO. ZS/ZAiei - COi'{-f[Uvr.-.rJiOI'T C,[ itdSlUIEj

jvlinutes oithe follorning sitti.ng u,ere conf;.rmed as the true deliberati,rt:s of the Cotnitriftee
as follclu,s:-

(i) N{inutes of the First Sitri-ng viere i rcposed by }'Ion Korei Ole Lenreia, M.P. zrnd

seconded by Hc,n. Adart l'4. I{ooru, i','I.P.
(ii) Ivlimrtes of the Second Siutig were proposed by FIon. Obr:ru OginEa, lzI.P. and

seconded by Hon. Beah'ice Nyagah, MP.
(iii) Minutes of the Thild Sirdng were proposed by Hon. Thomas Mwadeghu, lVI,i-'. and

seconded by Hon. Eng. Joirn I(L'agu, M.P,
(iv) Minutes of the Fourth Sitting were proposed Hon. Francis Nyenze, M.P. and seconded

by Hon.'Sammy Mrvaita, Ir4.P.

CE BY ,4,\-_-r, l/flIv{sTRY
OF EI.{EP.GY AND OI,ELMI ON TINE

The Cabinet Secretary for Energy and Petroleum appeared before the Conmrittee to addu"cc

evidence on the restructuring oithe I(enya Peffoleum Refineries Limited. He informed the

Committee that:-

(i) The I(enya Petroleum Refinery Limited was iLitiaiiy a joilt venftlre befiveen GOK
(50%), Sheli Petroleum Company (71.1%), BP Airica (11.1%) and Chevlon Globa1

Energy Inc (15.8%), before incorporation of ESSAR energ-y rvho replaced the

International Oil Cpmpanies.

(ii) In recognition of the need to upgrade and make the oil refinery competitive, the Cabinet

vjcle Min 15/01 oFthe meeting held on 3'd may 2007 approved among other things ihat;

the Refurery be modernized, GoIi retains 50% shareholdrng in the Company and that

tire Minister for Finance ancl Energ-y take on board interested in./estr'-ii's, on a

1
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colnpetirive basjs u,hc rvould ciilute tlie e>rising sha.rr:lolders (BP, ShelI anil C]iIt:,/i',,:

The inclustly sharcholders did not viish to have theii sliares cliluteci rror take przirt it'' r,
Reirnery upgraCe 1)rogtarnlne. 'i-liey also poiutec'I. c.rur the possibili{ of a joir-rt clis.i.;,'r;r;

j)iocess and that lhey r,,'r:ulcl engage an indeilenderit cc;nsultant to seek ofitrs fi"ol: i';
open uia:.kct.

(iii) Irroru the trme of the Ci.i',ine '; d.ecision, uizLri.,' fi;'ril,; c,v-oresseci itiletcst i1l 1,: ', r

s;irarehcidcrs in IC:'lii-..1'hcsr: ilcluded anrong L',drr.;r;; Petrol'ac (UI'O, Oni-an oil, i:..;:,,r,

(India), Bharat pelroleum (india), ESSAII Energ-y O.,,eiseers Ltd and Libya oil F.Iolti;r;;

Compan;r. In Septemlter 200J, the industry s):areholders decided to collecr-i,,'rlt

clispose theil equity to a irc',v i;r-restor, thror-tgh a r.:otllctiiive plocui,.:ment Dlorr i';.

1 
'l"'ney titereforq jd.entjfiecl Essai iinelgy of Incia lo [-,,ry their share at U5$10 tniiiie,i-r

(Ii:;hs. 790 million)

(iv) Essar ancl BP, sh.elI aiiil Cheviou eirtered into ::l:aie siLIe ancl" Purchase Agreeiii-:r)i

Cateri 20th December TWl. I-Iornevcr tne ./\grcei'lient n'a:; colrditlonzri oir C,i.)i:

lei'louncing i.ts pre-eriiptive rights. The a.rnorint payaL:le to the ttrree compaities t,vcri' :.,;

follovis;
Ccn:pani, l'lo of Sira:ts Aiiioi'-r:i ;:r jt.

Shell 684,564 3,422,820

BP 68tt,554 3,422,320

Chevron 630,812 3,i54,360
Total 2,'000,000 tr C,C00,000

(v) The Independent shareholders consequently requested GoK, to waive iis pre-cmpt1,'
I 
rights in accordance with KPRL's Articles oiAssociation an.-4 sirareholcler agreenteli tr-;

facilitate the sal.e. l-h.e Govemm.ent v/as not interested in buyi:ig thc indusn-v

shareholders and thereforc wai.ved its pre-emptive rights to acquire dre 50'h

shareholdingata goodwill coirsid.erafion of US D I I mi]l.ion btrt this was balgairtecl

doqrnwards following the groba.l econoinic crisis at the time to USD 2 million.

(vi)Through a parallel initiative the GovernmenL ha.c1 eariier identifred Tamoil (OrJihi'ii) as

a potential Investor Partter il the Project. This interest was ier-::ted in an l*{,::-; slSiicti

between I(enya and Libya during IIjs Excellenc,v the President's state visit to Ljl-.fa jn

2007, vrhere Libya oil had expressed interest to suppofi GOI( in the folLol,ring proiects;

" The Refinay upgrade project,

,, The Ne.,v iVombasa Nairobi oil Pipeline

, LPG impr:rt a.ncl storage project in N{onitrasa

?
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(vii)In order to give the hvo partie.s.a fair opirortunit), jn participating in the process the

Permanent Secreta.ry, l,{inistry of 1::i,-:igy scirt olrt a tern.i sheet vide letter ref
X4E/CO}{F /7 / I i71. Yol ldII dated 21st January 2[t08. to Essar and Llbya Oil IIolding
Co, setting thc criteria be useci ir selectmg tlre new shareirolder. Amr:ng ihc terms

was a consideration of ij.il\ 15 million hr e,tchange of goocirvitl and lcnunciaticn oiiis
pre-emptir.e rights.

(viii) The negotiatiou betrveen tlie GOK anC the fivo prospective shareholders inclividually
culrninated to a decision b), the Government to otTel to them tr,vo equal shares of 25% of
the 50% of the interlationai Or-l Compao.y's (ICC's) share. Subsequently in a mectilrg

held on 13'h August 2008, beiv-een the GcK- and prospective shareholders (Cii Lib1.a &
Essar) it was agrei,d that both Essar an,l Libya Oil share the 50% equiry cqr.ralI.y, fast

hack the upgrade aird both of thern to provide fitraucing.

(ix)Subsequently oi1 L,ibya baci<ed out ani Essar ri,as left as the only interested bidiei. 'l-hc

*ree inclustry shareholders eirtered into a shale sale and purchase agri'e:aent and l:ssar

purchased rhe shares at USD 5 irilllicn dow:r from USD 10 mil-Iion.

(;$ The Government was not interested in purchasing the 50% shareholding from the

industry sharehoiders and therefore did not wish to exercise it pre-emptive right and
jnstead chose to lvaive this right in exchairg e for a consideration of USD 1 1 million but

clue to flobateconomic problems and the delay in tire negotiations the offer was

negotiated doiwards to USD 2 miliion.

(xi)The Govemment entered into a share agreement vrith Essar rx,ith the rnajor objective of
upgrading and moderniztng the refinery. The share agreement also provided tirat should

Essar opt out, then the Government will pay an amount of TJSD 5 million being the

amount that Essar had paid to the three industry shareholders when it purchaseci the

50% shareholding.

(xii)Due to the high cost of processing crude oil at the refurery the oil marketing con- anies

pushed for a transition {iom tolJing mode to mei-chant arrallgerneni.-. Ou

colnmencement of the meichant mode I(PRL secured a loan from Sta.ndard Chartered

Bank Limiteci of USD 350 rniilion to procure cnlde oi1, piegs55 and sell rcf,urecl

products but because of the high cost some of the products have not been lifted from

KPRL to dat . The Oil marketing Companies are seeking Kshs. 7.1 biliion ftom I(PRL.

(xiii) I?RL conshucted a9.Z MW captive pcrver plant at a cost of USD 14 million but the

cost escalated beyoncl rvhat was approved and tire cost of the en.rBy vras expensive

compared to the Naticnal Grid

4



xiv) Essar Energy Ove i:ie as l,irnited rvas registt:red in llauritius 2007

(xr) There are no legal requirements for Es...:,r to clean r-rp the en'rironment. Wiri:n.ii
, purchased the 50%r shareholding Essai l rok up the responsibrlities of the incirlsli';,

shareholders then.

(xvi) Kenya imports a1i its petroleum reciuiremcnts and its annual con.sutt'tpti,,it :i:;

approximately 4.1 million tones. Prioi' to deregulaticn tn 1994,.the Kenya PetroltLll
Refiaenes Limited (LPRL) was fu1iy protected through the "white Oil Rule" cJause

rvhere Oil. marketing Companies (OI4Cs) processed crude oil to meet al1ti-re w1:itc oii

requilements.

The Commi.tiec observed that:-
(i) 'Ihele was a need. to iiave a sh-ategic leseivc ju the coiinn'y to help ad.dl'ess the challelrS,;es

in stor::rge and enhance securiiy of petroleurn :;upply thrcugh the setl-ing up of strai(:!lic
petoleurn reserves.

(ii) Essar Energy Overseas Lirnited to pay the Government on the envilonmental ttazards
caused as a. result of refining.

(iii) A new refinery to be established preferable in the Coastai region in Lamu.

There being no other business, the Chairperson adjourned the meeting at fifty minutes past'

one O'clock

I
V

;1't /L/lSigrrcrl i).".

erson )



C
-1.1- , _i.1_,

-!ri :-\:.-!1 I

COINTY IIAIL, PI&LIAIzICI.IT' BIIrI.DII.IQS..,'iI. 3.0g 1,X4

IEESEI{'r;

1. IIon. Adan Fleynan, CIIS, M.P. - Ciiai;.person
2. I{cn. Iii.:arani lchung'wah, M.P. - lrice Chairperson
3. Hi:n. Korei Ole Lemein, tVI.P.
4. Hoir. Adan M. Nooru, N'i P.
5. Hon. Iljogu Barua, M.P.
6. Hon. Bernard Mrrnyoki Kirungi, M.i'].
1. Hoi:.. Chrisantht:s Wamal.va, M.P
B. Hon. Onesmus l.ljuki, M.P.
9. Hon. Mithika Linturi, Ivl.P
i0. Iion. Beatrice Nyaga, M.P.
11. Hon. Eng. John Kiragu, M.P.
12.I{o;r. Dr. Ol.uru Cgi.nga, M.P
ll3. I{on. Mwadeghu'I}romas, IvLP.

I-BSENT ]NTTH A?OI-OGY

i. Fion. Sammy Nftvaita, L4.P.
?. Hon. Francis Nyenze Mwanzia, M.P
3. Hon. Bare Shill, M.P
4. Hon. Major (Rtd) JohqWaluke, M.P
5. Hon. C9me11y Serem, M.P
6. Hon. Johana Ngeno, M.P.
7. Hon. John Aluoch Olago, M.P.
8. Hon. Mary Keiaa Sally, M.P.
I, Hon. John IvI. Nyaga, M.P
10. Hon. Ogutu John Omondi, M.P.
11. Hon. Wafula Wamunyinyi, M.P.
[2. Hon. Abdu]lswamad Sheriff, l{.P.
13. Hon. Paul Otuoma, IvI.P.
[4. Hiin. Irungu Kang'ata, IvLP

IhT _ ATTENDANCE

I{ATIONAI ASSEIyBLY

Ir{r. Nicholas Emejen
Mr. Abdullahi Aden
N{r. Joash Kosiba

Principal Clerl,. Assistant I
First Clerk Assistant
Fiscal Analyst



r\UDiTOF. GEITiEIV{,

lvlr. Cirarles Nanyuki
N'Ir. Obed I(. Chrveya

Ag. Director
Serrior Auditor

I,zI]IVUTE NO. 39/ZBi 4 E-iTI]]EI.JCE BY SECi]ETAI Y

The Puncipai Secietary for the Nationai Trcasury, l)i'. Kamau'Ihugge appeared beibre the

Cornrnittee to irdduce evidence on the resh-rtcturing of rienya Petroleum Reflireries Li-inite d.

lle infonned the Commiftee that:-

(i) The Kenya Petroleum Refinc.y Limited was; inirially a joint venture betweerr CoK
(.50%), Shell Peholeurn Corapany (ll.l%), BP Africa (l7.io//o) and Chevron Global

Iinergiz Inc (15.8%).

(ii) In reccgnition of the rieed to r-rpgrade and rnake the oil refiucry courpe titive, the Cab.inet

vicie Mil t5/07 of tire meeling held on 3'd tnay 2007 approved among other ihiirgs tl-rat;

the Refinery be modcnrizcci, GoK r-btains 50% shareholdmg in the Company and that

the Ministers for Finance and Energy respectively take on board interesteci investors, on

a competitive basis who rvouid dilute the existing shareirolders (BP, Shell and Chcvron).
'fhe industry shareholders did noi wish to have their shares diluted nor take part in the

Refinery upgrade programrne. They also pointed out the possibility of a joint disposal

process and that they would engage an independeut consultant to seek off'ers fi'om the

open market.

(iii) Many firms expressed interest in being shareholders in KPRL. These included; Pet'ofac
glK), Oman oil, Essar (India), Bharat Petr"oleum (India), Essar Energy Overseas Ltd
andLlbya oilHolding Company. In September 2007, the industuy shareholders decided

to collectively dispose their equity to a nev/ investor, tht'ough a competitive procurement

process.

(iv) Essar and BP, sheli and Chevron entered into share sale and Purchase Agreement dated

20th December 2A07. F-[owev'er the Agreement was conditional on GoK renouncing its
pre-emptive rights. The amount payable to the three companies were as follou,s;

Compauy No of Sirares A-lr:.ourt il $' She1l 684,564 3,422,82A

BP 684,564 3,422,820

Chevron 630,872 3,154,360

Total 2,000,000 10,000,800

(v) The Independent shareholders consequently reqlrestecl GoK, to y/aive its prc-empty

rights in accordance with I(PFJ-'s Articles of .r\ssociation and shareholcier agreement to

facilitate the sale. The Govemment 'vvzS not interestecl irr bul,ino th,-' tr-rciush-y

2



sharr:Lioiclcis;'rllari:rl zlrrcl therefore r.i,aiyed its r-iic-r:niLrtive li,ghts to ricqr-r,'ii: rl:i: 5r)li
sharcholclillg et a- Sqoocirviii coi:-sjcleriition of Ll,:i Ij li irjiliol but tilis vras tioilr,;ri.iii(i

clor+nwarcls fojlor,,iin,g the glcbal ecoroi;.r.ic crisi:; r.i i-lre tii:r,r ti.; IJSD 2 rniilion

(vi)Through a 1-r:,;.*-:i initiatiYe tlLi: Go.rerumetit irad t:arlier .icieiriifreil Tanroii (Oiliiri'iiJ zis ;
pr:ter.tial In.lesto-r Irarmer in thc Projcrct.'fhis rnier-esr \:(r'rr:j;:eilccrcd'in an lvlOi; r;'gllii
befu,een Kenya and i,ib5,a during Liis l:,xcellency LJre Pir::irrJt:nt's state visit to I-jt:r'a in
2001, rl,he:re Litrya oil haci s;1pig51iecl intclest to )-uppolt Gcli in the io1lou,jngprr-rier:is;

(a) The itt:frirer5, uirglacle projet:i,

(b) The I'Tcs'lr4urnbasa l'{airobi oil Pipeiure
(c) LPG imi:ort anci storagc project jn 1'"'L"crnba.sa

(vii)In orcler tes gi1rl i-he tlvo palties a Ie:-r opllor-lunily iu p.ariicllratjng i.u tlre proces.s thi:

Permanent Si:cretary, L4inistry of Er-',.ergy sent out a telin sheet vid,: ir':Lter rcf'

ME/CO]{ii /7 /'.!./ I. 1. Vo1 XII .lated 2,1st Jarruary 200E, to .Essztr and tibya Oil l{olciiug
Co, selting tire cL'iteiia to be used in selecring thc new sirar,:irokler. Arnong the reirrr
was a consicl,.:r';rtioii of US$ 15 ;lil]icr in cxchangr oi'gooil';,.rjil and lerrunciation of rr:;
pre-etnptive ligiits.

(viii) lihe negotiation bcilr,eeir. ihe Goli :urd tl:re rlvo prospecl.i.re shareholciers inclivichrail),

cul.rninated to a d"ecision by the Govei-nnrent to ofi'er to [1ienr wvo ec1ual sliares of 25% r>f

the 50% of the ilternational Oil Coar.pany's (IOC's) share. Subsequentiy ur a ineetm;l

held on 13'1' August 2008, befween tlie GoK and prospective shareholclers (Oil Libya &' 
Essar) it was agreed that both Essal and Libya Oil share th.e 50% equir, equaily, fast

track the upgrade and both of tirem to provide fi-riancing.

(Lx)Subsequentiy oil Libyrbacked out and Essar vras left as the oirly interesteC bid.de;'. T'l:.e

rndustry stakeholders therefore identified Essar Energy of India to buy their shares at

US$10 mi]lion (I(:ns. 790 rnillion), this later came dorun to USD 5 mi-llioL. The three

industuy sharehclders entered into a share sale and purchase agleement and Essar

purch.ased the shares at IISD 5 million.

(x) The Govemn::1'rt uras not interested in p-.rrchasing the 50% shareholding fiom the
'indusny 

sharehoiders and therefore ciid rrot wish to exercise it pre-emptivc right and

irstead chose to rvaj-1s this right in exchr.nge foL: a consideratiorr of USD 11 mil-ijon but
due to globai economic problerns and tire delay in the negotiations the oflbr r.vas

negotiated dovi,nrvards to USD 2 rnil-lion.

(xi)The Covernment entered into a shale agreeurent with l:lssar rvith the major objecl-ive oi
upglacling and modernizing the refinery. The share xgre enrent also pror,,idecl that shoiLld

Essar opt out, tlreu the Governinent u,ill pay zln amount oi USD 5 rnillior being lirc

a



arrount that llssar had pa.d to t1-re thlee iirclusrr-y shareh.oLders -wli:n it purchascci tlrc

50% shareholding.

(xii)Due to the higir cost oi processing crude oil al rlie refrnery tire oi1 marketing ccmpanies

pushed for a transition .tlom tollng inocie to rnerchant arrangcmcilt. On

commencemr:nt of i.he nrerchant mocle I(?RI- secutccl a loan flon'i Standard Charterecl

Bank Limited of USD 350 inrllion to ,oiocure crude cli1, proccss and seli reiineri
products but becans:e of, the high cost some ct ihe irrclducts irave nct been lifted irorn
I{PRI to date. The Oil marketing Compairies a-re seeking Ksirs. 7.1 billion from KP,RI.

(xiii) KPRL conshucte ci a 9.2IvIV/ captive pov/er piant at a cost of USD i4 millicn but the

cost escalated beyoncl v,,hat rtas appi'r:ved ancl the cost oi the energy rvas e>lpensive

compared to the Natioiral Griri.

(xir,) Essar l3nergy Overseas Limjted *,a.s rcgistcrecl in }4aurrtius 2007. Treasury hou,evel

cieals i,'ith Essar India.

(xv) Tirele are no legal requu'ements for Essar .,,o clean up the env'j.ronment. Wheii it
purchased the 50% sharehoidi:rg Es.sar look up the responsibilities of the industry
si:a-reholders then.

(xvi) Essar is now desirous of exiting KPRL under the exit clause whereby the Goveurment

will be required to pay out Essar USD 5 mi11ion. The Covemment is in negotiations

with Essar. It rvi11 ensure that employment riglits of the workers are protected.

The Committee observed that:-
(i) There was a need to have a sh'ategic reserve in the counhy to help address the challenges

in storage and enhance security of pelroleurn supply through the setting up of shategic
peftoleum reserves.

(ii) Essar Energy Limited to pay the govemmcnt on the environmental hazards caused as a

result of refining.
(iii) A lelv reflnery to be established preferable in the Coastal regiou in Lamu rather than

the proposecl Isioio refurery.
(iv)

There being no o ther business, tire Chajrperson adjourned the meetilg at thrry flve nrjnutes

past four O'

Sig.nerl:.. I)ate: .
t-J-
-/---

(Clrairperscn )
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lYIr, Cha.ric,; Nyanyuki
ivIL. Obed I(. Chweya

r\.g Drrectoi
Seuior aurlitor

Z 0

Covemor John lr4nrtru appeared beioie the Commi.ttee in his capaclty as a foLincr Cl.rjef

Executive Cffrccr of KPRI, to adduce evicieiice or: ilie testruc[trring of I(enya Pcrko]eum

Ilefinery Limited. FI,- infcrt'med the Conulittee that:-

(i) The Kenya Pet'oleum Refureries Lirrlited vras originally set up-by Shel1 and the British

Peholeum Company BP to ser-re the East Alricair regiou in the supply of a s,idc variery

of oil prodricts. The Company was ilcorporared jn i950, trnder the nane ]lastAfricar-r

Cil ltef;lerier Lirnited. The fu'st refinery comple-r rvhich iias distillation, hydiotreating,

catalytic reforrning and bitulnen procluction units -rias corlm'issioned in 1963. -['he

second reiinety ilaur rvas commissioned in I97tl a:nd also has distillation, hydt'otreating

and reforrriug units.

(ii) KPFI is a privately orvned lruritecl liabiliry company. The Government of Kenya

(GOK) o\ms 50% of the company's equiry andthe otirer 50% is heldbyEssarEnergy*

Overseas l-imited.

(iii) In 2009 she1l, BP and Chevron exited and sold tlieir 50% shareholding to Essar Energy

Overseas Limited,

(iv)Two thirds of tire employees at KPRJ- vrill ioose th€ir jobs if the facility is converted to a

storage terminal. There v/as alt elaborate monitoring ln the movement of oil both inside

ancl outside tire refinery to address envi-r'onmental concerns. An environmental audit

has beel undertaken at the refinery by National Envir onment lrlanagement Authority

CIEMA) and otirer external agencies from Europe.

(v) Lack of advanceC technology has conhibuted to the losses at l(enya Petroleum

Refineries Limired hence the refuiery cannot compete with other refureries in the world.

Al1 the orlter refi.neries in the world have captive power p1;. ; and thus the need to have

one ar KPIIL.

Tire Committee observed that:-
(a) There was a need to have a strategic reserve in the counti-y to help address the challenges

in storage and enhance securiry of petroleum supply through the setting up oi sffategic
peh'oler.im liServtS.

l
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(o) Jissau. linerg_y C-'.,,i115..t,, J,jnii,;cd shouicipay thc (lt)vcfilrnent ibr llre ett\,'irt)i)iticrii:r-l

hazz'.rds cau:;eci as ii lesltlt o.f iLie oil lefuling actl\,'iites.
(c) Essar ilnergy Overse zLS Limite.J lviauririr-Ls is a ',,,,ei1-conneciecl ofi'shc: e colip.Iit)/ cr','tleci

by ilflrientiai Kcityans
(c1) T'ile issue of KPRL has resultecl tc; ihe escalatiotr oioil prices in the couo.[i]'.

[]-t\ a. -,-4!i-a!-$[4id)Li
Therc t,cing no otiicr busij:'r.ss;, Lh,: Citztiipersoit acljout'.tr:lci tltc a:Le:tittg at titirtl/ rnuii-ii, i past

four O'cIock.

(I-)irair-persori)

,.'.. l\i\l \
t:'l-:.u I I /
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Minutes of the following sitting yrere confirmecl and signed as the tuue deliberations of the

committee:-

(, Minutes of the i8m Sinilg held on MonCay 3'd February, 2014 lvere ploposecl by
llon. Aclen Noor, ivlBs, IvIP and secondcd by Hon. )v[ajor (Rtd) John -tMaluke, \4P.

(ii) Minutes of the i9ft Sining held on Wcdnesday 5'h F-ebruarj rit 10.00 am were
proposed by FIon. Dr. Paul Otuma, ECii-I, MP antr, seconded by 1{on. Aden Noor,
MBS, MP.

(j.ii) M.inul:s of the 20'h siting heid Wcdnesday 5'h llebruary,2074 at 2..30 p1n v/ere
proposed by l{on. Njogu Barua, ivIP, and seconcied by Hon. Dr. Paui Otuma, EGI{,
JVIP.

(iv) Mj.nutes of the 2l" Sitting held on Thursday 6'h February,20t4 were proposed by
Hon. Aden Noor, MBS, MP and seconded by Hon. Njogu Barua, M.P.

(v) Minutes of the 22'd Sifting held on Tuesday 11* February, 2074 at 11.30 am were
proposed by Hon Mary Keraa Sally, MP and seconded by Hon. Eng John Kiragu,
IVIP.

(vr) Minutes of the 23'd Sidng held on 12h February 2074 at 10.00 arrr were proposed by

. Hon. Dr. Paul Otuma, EGH, and MP an<i secondedby Hon. IvIary I(eraa Saliy, MP.

(vii) Minutes of the 24e siting held on 12h February 2074 at 3.00 pm rvere propose by
Hon. Dr. Paul Otuma, EGH, \4P and seconded by Hon. Mary Keraa Saliy, MP.

(vrii) Minutes of the 25m Sining held on 1-','h lebruary ZAM at 10.00 aln were proposed by
Hon. IvIary Keraa Sally, ivlP and seconded by Hon. Francis Nyenze Mwanzia, M.P.

(x) . Minutes of the 26'h Sifting held on 13'h February 2014 at 11.30 am were proposed by
Hon.lrti ;or @td) John Waluke, It4P and lfon. Eng. John Iiiragu, MP.

(x) Minutcs of the 27n Sitting held on I 3'h February at 3.00 pm were pioposed by Hon.
AdenNoor, MBS, MP and secondcdby Hon. Eng. Joirn Kiragu, MP.
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I

Th.e Co:lrnitree considerecl .it.li Report on th.e restruc';uring 0f Kenya Peil'olcu.rn Refinerir,:s

Limited Report and unanimously aiclopted it aftcl being proposeci by llon. (iitd) .Majoi .fohl

}I/aluke, IvIP artcl scconded by llon. Beatrice I'T1,agt,i,, ,n ,

/2{)

The Comrnittee iurtl;er resol.zed io undertake a report writing reh'eat oir the Standard C-iziuge

Railvray Tend.er and the'Iassj.a II Infiastructriral l)evelopineirt Project at Salt Lal<e l-Ioterl in

Taira Taveta Counry fiom lvlonci.ay April 14'r' to 1.7t'20'14 .

n ?.0

Therc being no other business, the Chairperson adjourirecl the meetjlg at thiny lvlirrutes pa i
fi.ve C'clock.

r.ii ,ln*t,
signed:, \i'. :.,. L: ) :1,,:),Y-

(Chairperson)
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The l,{inister fr-;i- Ene lgv a"r-r,1 thc i',.{,iilsler fol- F'irt;,Lirle .loiiirl'ir
preserlteci Cabinet NIern:roi-a,-,r.di.tin CAB(071 i5. '.,,.'hii-:h r-;ouql-Li Ic,

apprise tlie Cabinet cr r tI-le r:c,.i ni:rertitrve chaiil:-l-".esr f., :-rne tit e

'ii;-rr':

Kenya Petrolelrm reiineri:s i,inuted in il4ornbasa. and to raise the

requir ed ini,est-.me:rt functinit ar:no'tinting to US$322 lirtlllc"-1.

Cabirret was iilformed lhat '-]re -Refiner-\t is far-cir-r11 cr-t.tica1

competition as well as c.cliriflercia-l arrd envii-cnrneiltal
chailengeg Though ii l,:is a Cesign capacit-y tsI ':i rnillion
tonr:res,ioi"irude oil per anlll-lrn, it is on11r proc.essing 1.6

million tonnes. This is 4'O% utili.zati"on. il"Ioreo\/er, the
simple technical configuration of the facility does not
produce unleaded gasolirte in a cost effective mannei-
and therefore the products become uncompetitive with
import products.

It has been'cletermi.ned frorn varior-rs economic and
design studies that the interests of Kenya and the region
wr11 best be served by making the re{inery a competitive
one j.nstead. of closing lt down and impoL r.ing all
petroleun-r. products. f'his is mcjre so on. nationa-1

securily consicLerations of oil supply.

Th.e proposed Kenya Petroleum Refi.neries Ltcl

moderntzatton programnre has three maicr .jorrlponents
,,, -$rLrj.ch are estjmatecl to co s t US$3 22 rntl1i '; r, (l( -rh s.22. 5 ' 0

bi11i on) as follows: -

Upgradir r,., l,:.iici clean fuel,s l nvr:i'jt'men ts

LIS$203 r:riir;i.,r, (l{shs .L4 2,lA hiLijc:"i)

Lo-'r PressllIir i-j:r.ls (LP(-i) tLlif i-'1 ir'iil''r;1, sioraE'
anci., 1 ;,ii i', rr"l : irli.t,i 1<-.l'i,:-iirig l-'ri-i,'i ;": ; - L'l-SI;t1-'

iriil.iioi-.i i l-i si.i:,:'.,. i .',''.i i:i.;.i L'-r:r-)'

,-..r i- \ -:a-r f-irt
. ;..4 i--{ ii

,''v, ,li-'l'. -,:J J -

(i)





,gliil fttr?

Frrrsi pha se of i-i rc. terrn inerl iiic i iL i.res; ti Sl$

22nttlLton ii'lshs i .54C briiiorr ).

(i i ,)

(i") Flnan cingl
cc nstru ctron

chal ges arrd irii-ei:cst c[uring
iJS.S52 rntLho-r (Iisir.i :i3 . 5,+C)

biliion)

The N,liniste: for Energy infcrrned Cab jne.t that the:

Calrinet Cornmittee o:r Econornic h4anagem ent disci; ssecl

and endor.sed the pt oposal on lrebruarlr fr, 20C7. it is

als;o noted that 1-he Governrtelrt is the rnajor shar-ehoider
in the Refinei-v vrith'50';,t, s.ha-r-etiolding. The: othr:r
shar ehold ers are Britj sh Peti'oie'um Co rnira,nl, (BP)

L7.iok'; Shreli Petroleurn Com.paLiyLT .|oh ancl Cherrrcin
Global Energ. Inc. L5 B %.

The best financing option is for the cu-rrent shareholders
to take up some substantiaL new equity in which case
the GOK retains its maJority shares of 50% ixrhich is vitai
for both strategic and securitlr l:easons. I'{ew investors
wiil provide the buik of the iinances in form of equily.

Cabinet com.si.Cered the contents of the Memorandr.rm
and appro''i/ed" that:

i) The thrree ccrnponents of the KPRL rnodernaatton
programme, na:rely: process upgradirg, LPG

irnport and. storage facilities arrd nrulti-products
terminC, be impj.enrented conc'uri eirtly to meet
th"e complel:ion deadline of De cemlser 2009.

li) GoK retains its 50% sharehclciing jrr. I(PP*L

5





{.1.

StrCtrlE-t' i'

iii\ The Ministers "for' 
Energy and Finance were

LLL. 
n board interes+'ed investors'

mand-ated to tak'e o:

on ^ 
.oofetiti''re basis' jn the refirrery upgrade

p,ol".t.Tilenewinvest'ors-'lrilld'ilutetlri:eqr-l:.ty
holdirrg oi .h" existing private shareir.oiders.

i,r) The Gover nrnent, rhror-rgh th e 'freasttty'
.contrib.utesapproxlrirateiyl(shs.3'64biiiionasits

. equity portio" l'*tded for the refinery upgrade in

threeinstaJ.lnrentsbeginningthisfi.narrcid},.,,
2oa6l2oo1,ForthefinancialYear2006f2aa7,a
tokencontributionofKshs.SOmlliionb.ernade.;\

T

TheMinisterforEnerryand.theMinisterforFinanceto
trk: necessar5r action'

AC"i'I0lI : T'ne 'lVlinister far'frilergg'
Ttte lWinister far lrinc,nce'
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Eqti' lL-.-+I,7.7 -.Il.t ,:-

l] .1.i i.:ri\ T :.(S:i?\ L _... .. -

i..-.: r.-

lir,'ij I i',..1 ?::, :';;'r' i }ir il-l.ilii;l-d.r.',1'
riijtlr-e!.' r'l i

1'c i r.,q r-r iii :; : t: I''.rt rtif > Li iY lii [i",'"1 a I r c i: i

'1 cleltltoite : l"'iairobi 310't l2

l'a:.:: 24iJ') j 0

'lcirr: I'i[i'i[FlC'r
\\'nelt t'cply irie. rllease c; Uote

j.

R::{. No. 
'i\'{til/C0}iii l'il'Ll1tL Voi'HI

iiE - -e.-r.- i
ll'jil . i'.4 t

llarnt a

li5_iar
Iit1vrai) It..-ha,:l-ve li,{a, r-

lar:-rri;,, MLil'.''[BA'i - 4iiu 0i4

nciia

Llr" Ali '31
{.ri O kl:

C.hairni a'ud CED

I.ibv i1 i{oidlngs Co-

P i'LU]S
pu.ilic of Ma.ui:itius

Dear i ,\+, LJ

E,-IER C 1 S E /RE l{-tlN C LATI O N

II'{ KPi.}&

Janr-i uy. 200E

f iYei"C i-laili!:,
t'. tJ. ilux 3058, ,.-,.,"' .

r\ .+ I il () li i;, :;u
,Fi' il :il. ,!- ;it /

i.\."

ii,

i.)irte: ,1. lt' ,Iarirrai-i', ?tJCii

i r'. i.i iliii,l
rj_: ! r :.i''..i'.,

1_-: ':

': :: :.:.,, t__.1. r" -

i' r\
i :1., i'

r 
. 
.. . ',.ii-l '

.,i,'-'*-1-:- f
I"{ RXGHTSCF' GOI/''S PE.E.EryPTXC

The Go..reilurent has decided that the replacement oi the existing industry

shareholders in KPRL by a new inves[or cornmitted to accelelating

mocleilization oi the refiner,v has'to be cl re on-a competitive basis' Ill

various con-espo;.i.o".r, 1''od have expressed dilTer-llg terms 0n 1#hich yOu

\,.iould lvish to be seiected.as the nevl'sharehoi'jer tn KPRL' In order to

harrnonise ilus ,ro..., 0nr1 make it more transparent' the Goverriment has

sel orit criteria to be used in selecting the neiri sirarehoio::' ftese criteria are

s.3t oui in the attache'l temi sheet'

^' t-his letter is to request each cl 
"'c'-" 

io comprehensively

,ff:l3tl.oi.r*s and condiri; sct cut thereln and revefitack bv 31"

L,t >tio*ld be ui-icierst-ood tha.t r,vlroeuer is selected' has to meet the tetms

air. c;:,,i bet-ween-;i;--indr:si-n' sharehold*t :i1 ^1":":,,:,1t1:,ir 
Overseas

I,ii:,ire,J zrs per tleir purchase arnc sale agreeinenl (.co!ri'aLLauLrrrLr') 
I



.,'
:],il '1. , -da.. ',,8": * "*';- 

+-i: "'l 'lf
:j!
,]i:

In the eilent thal it is )-,icya ()ii I-loldings Co. that is s.:ler:iet1. it has to

provicie rj.re {ulcis upfront to epal;ie tirer (lovenu-Lent exetcise it:s !;i-.,:-cmptii..,n

rights in their i'al:our. However, if it is Essar Energy Overseas Limited that

is1el.,cted, then the Govenrmen'L u,ili renounce its pre-emption rights in their

f avour.
I

rMe shau be happy to ansr.ve.i' ani' quesrions or provide an,,; clarification that

you inay require before the- Jani-rar)' 3 1, ?'008 deadline'

"{"
Yor,rrs

l''atrick M. NYoike, CIJS

rER.h{AI\IE, I{T S;iCRETAIiY

Copy to: FIon. Amos Kimr-rnva. E'Gli, MP
Mizuster for Finance
Treasury Building
NAIROEI

Hon. Kiraitu Murungi, EGH, hif
M:nister for EnergY
Nyayo House
NAffi.OBI

I{r. Joseph KinYua, CBS, EBS

Perm.anent Secreta4''

Ministry pf Finalce
NABQtsI

Ms. Esthei Koimetl, EB-S

lnvestment Secretarl'
Ivlinistry of -t 

inan c.e

Treazury Buiidlng
}\]AIRGBI

:

I
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ilEPiii.B {-,ii C,O ril iii,€, Iu{'Y,0,.

j\4 ii'l{STiiY Ci? Fi ilirll.i CE

T'e legraphic Adcires s: 22921
F N'IANCE-NIAiROBI
FAX I{O 213521
Telephone'. 252299
Vrt:en rrpil,ing ple:ase quote

I TfiE T'REASU-}IY

P.O. Bor 30007

}IAIR.OBI

Ref . zz l2lozlB Doie: lrth N4orch 2oo*

ft/tr. Xiciolin )' lrs rr

BP Africo i-.irniieci
Cl-rertsey Rooc
Sun bury on Thomes
l,ziiCdlesex,TWl6TBP
i:ax.: 4+ 1 9 32. 77 tt2tll)

iv,tr, K'eiilt Blooi-nsier
Chevron Globol Energy lnc
6001 Bollinger
Conyon Rood, Scn Romon
cA 94s83 - 2324
Fnx i866 876 BB91
UhIITHD ST,ATES

fllir. Morl'in Dickson
{ i Senior Portfolio Projeci Lecder

The Shell Petroleum Connpony
Shell Centre, Londoir SEI ZNA. -

Fqx 44 20 702-1 3023
LCINDOi\

Deor G .v\

[le: Request for lV.niver of l]re-errti-riicn F.ights

The Governmeni os the 'A' Shoreholder of Kenyo Petroleunr Refineries Limited hos
reviewecr Tfre [eeUe si contoirred in your leiter of 20th Decennber 2AC7.'

i{ct,ing done our due diligence, we depline io unconCitioncilly renounce our righis
.:f pre-ernption orr the ierrns corrtoinecl in your letter. V/e would, however, be



V,,,*;*----_--t'ru,gTffi *r;-. -.'irt"*.t

r
L

vl'iiling to renounce our riglris pro',,icied thot our due diligence sctisfies us thot tlre
poriy in th,e Shore Sole oncl Purchose Agreement is ,ccceptoble to burselves.

We hove noted the crbsence of on initiol pffer to ourseives cs stipuloied unciei-
Article 22 of the Articles of l.ssociotion. \4e qwoit your formol ofiei'in occordcnce
with ih,:t Arlicle,

Thqnk you for your cooperotion on this motter

Yours &.^

EC F.ETAR',r /TilErr.5 1

C. l-ion. I(i;-oitu fv\ui"ungi, E:;ij, Ji.,iP

Minister for Energ;,
Ministry of Energy
NAIROBI

Hon. Amos Kimunyu, EGi"i, futP
Minister for Finonce
Ministry of Finonce
Treosury Building
l,:,1\lROBl

Hon. S. A.mos Wqko
Attorney"Generql
Stoie Low-Office
N.AIROBI

Joseph Kiny.uc, CBS
Permbnent Secretoryf-recsury
lrec:sury tsurldrng
N,AIROBI

Mr. Pqtricl< tut. li)roike, CBS
Permonent Secretory
Ministry of Energy
r-iAtRoBt

Z
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B. la-liai'riag-aia

Ifumel Ja.maz
. - ^ : _-
N{ultah r.\agen

Stepherr Kiiyuru

Piriiip G. |'lderitu

ur. I-\1. Irllngu

Ararnai Aidkha[drui

Joe Kamau

Raj K.Varma

Ifiy Nasir

Sudip Rungta 
.

j. G. I(ageeiiu

John Ivlruttu

Anthony lr4unyao

C. I(atisy'a

i'S l.nlrg: - Ch-"'irrir:,

it't t.'es tiilei. ri li ec i ota,--r'. 
-[. 

i el,-t l-l i-','

1rca.ill-ii1i

Ticaslti-1,

\4r^rtr

I 'A<ra I trl
Lir./j/u vrr

Libya Cil

Lioya Oil

LibYa Oit

i-ii;,,,a Oil

L,ib1'2 P11

Libya Arab Irvcstrne-nt Porifclio

Essar EnerpT C,re rseas l.imited

Essar ijneigy

E s sar Ene ig..' Gro u -;-,

K,I'irj-, Chair-rnan

](PRL

WDDTfu lu

KPzu.



L' t"FI"'! -t' ffiti !:il i'' | ?i.,i;A. !:
PS EnerS' vr,:lcomed u^rose in atlenCLance and invited the rneeting to adort liie

agencia. He stat,:ci that there vras neeid to r-rpgra.le the refinery in orrlei'to nralie it

competiti-,rq. Th e follor.ring agen iai,,*, as aciopt ed:

Agenda of .he meei.ing:

aL lntroduction aad opening remarks

ivianagemenr Presentati on

Neiv Inrzestors

GIY(, i(PR'i.

4 Discussion oil -v/a)i fcr*,"r,ard

ar\ Sl:arehclding aspects

t,) I(PP.L strategic plan

,

J

AT Tt\ lr l)

i. Ln'iaedriic{-or; R"er.r-,..r'I:s by l;i=rr;s[xi;;nit St:li;'eiisry Treaisr;:r1.,.

The Inrrestment Secretary, Ms E. I(oimett stated that GOi( intends to have the

process of' divestitur-e by the three exisiing private (industry) sharehokiers

finaiized by end cf August, 2008. The three shareholders (Bp, Chevron and

Shell) were eagei to have the proeess conclucled quickly. Consistent with this

position, the purpose of fu\e meetrng r*,,a,s twofold:

a) To examirie ihe process of entry of the investors.and resolve any irrr.,
arising thereof

b) To bring both Essar Energy and T,ib;.a Oi1 together to'quichly ciose our

the sale process aad facilitate the exit of current industry sharehol<iers.

Mrs. I(oimett siated that the pro:;ess by the priv.ate shareholders to sell tlieir

equity in KPP,.I to Essar Energy ,lra ro, ccii to have Libya oii bid for L\e

privaie sharehoide.ls'equity had been going cil (-oncurrently. She sta.terl tirat rhe

1



aiii: of the iireeliti? -r','rs lo consc',ltdate these two t:trl'-''tss'--s c)n the follo'+l:::

basis.

i, Tne 5C96 private equitl, to be shared equrilLl,betu'ceir lls:;ar Lird I-ib)'a Oil ai

25o/o each.

Z. T'o ha,ie a cominon vis:ion rc f'a.st track rlie refinel j, irpgraile in rlrcier to rnaiil'

F.Pii:i,'s prociucts col'n1:efitive',vitir itipor'r-ed pi:odui:rlr. " j"-':'- '

3. Tc pr-ovide finaircing [oi' rhe upgracle pro-iect Lras.',i cn Czbt alrd equii']'liic'

of 75oto.25on, on a r tra-ck loasis'

4. 'fo agree cn ftnernciir,q as ofrbred by Libya Oi1 ai,d Essar Energv'

5. d.eviell the e.ntr-i DoeC of Agi'eer:.rent-',.r,hich cc;nti'"i.Ts tire kef i'ctnrnittn*.,i.s

req'-,;red.

,i. 'I,s**rr{r;i<.{:1.;-:., ii*:l ,::f'j,-S i;_y l-i1l)rrL CiiLla 2l!-.i 'v-L4L::r-i(r.'i,, ,L\'.;r '-,i *"- 
) -' - ^^

i14,. M. i,iageh brieily ,jescribei. the businessi intefLsts of i,ilt-va Oii anci state'':

thai: tire MO]j betvreen the Go.,,ermxents oil,ibya and fjOLi- signerl ln Jiine Zi]C 7

in l-ihya. clearly indicaieCr Ll.ie colllilitmenI of Li'u;'a, (Jil iri invesling in tiie

refinery upgrdd?.

ivfr. K. Iarnaz. reiterated that ...he initiai negotiations envisa:zed buying fift}' p:r

cent of the KPRL shar-e.hoiding. Fie point':cI out that the financing terms offered

earlier by Libya Oil iviil rrot be provicled in vierv of the reduction of their staLe

to Z5%.The debt finance rvili hd:ve to be raisr:d t-.orntnerciaily througli a

transactiou acivisor appointed by the three parties'

Libya Oil is agr:eeable to the 2,5%: 25% arrangement rvith Essar Energl'.

I-Iowever, once the upgrede of the refinery commences, all tire three pa-rtners

should hold equal shar es-

Libya Oil required to have the feasibility study unde.fiaken by Fos1e; Wheeler

revierved .ancl the .refinery infrastructure assessecl. However, Libya Oii is

committecl to upgrading the refinery for thie beneirt of the country and the

region. The review process rvili take at ntost fou'r (r1.'1 monlhs ancl will inciurit' ii
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pro',rision fbr eirher enha4t'.ing ihe cuirent ratei design capaciqz of p;:ocessr,rg

4.1 million tonees annually or susiaining it. fhe optioii recommended by Fosicr

V't-ireeler for capaciq, reCuction t:o 2.8 million tonnes ra,a:j nct acoepiabie.

3, I ri tro ci u ct o :-5, irter-$ a ;,- j,,,:i .,. j, J,l s i: 'r. E ii : :. a; i'

iirr. R. Varma staterl that:the'picess of buying into i3P,l sta:'led o\ier a ),e.ai

ago. To demonstrate Essar's'ccmpe:tence, he briefly stateri various businesses

that'Essar Energy has invested in. In the oil industry, Essar has made se.-;eral

investments in oii refrning, upstrearn anci rerail r,,ririch include a big refrner-1,in

india. I-Ie vlertt on to state thai Essar Energ;, had not been iniriaily aiva.re of rhe

parallel process being underta]cen b), GOK. Essar I]ners-r, had signed a sale and

purchase agre.ement Yrirh ili= e>;iting sha-rei:c1C;rs ailCr as pe1 the i(PFj-

shareholders agreerneut the private sha:'eholders recluested fr-ir -,r,raiver of
pr -emptign rights from GOIi'. GOi( sought se.reral extensions and' eventuali;,

cleclined to provide the waiver. Se.,.,eral errg?Lgetfi&i:'.s r,,ii.*r GOI( -'-were

undertaken and finaliy Essar Eriergy -was askecl to par*ueer with Libya Oii. Essar

E3eref was infor.ned of the project financing terns beirrg offeied"by Libya Oil

and agreed to rnal.ch such terms

(fn its part Essar Energy- was ready to undertake the refinery upgrade

immediateii' ,rd had done theii a-ssessments including technical review of the

Foster Wheeler report. Essar Energy's position is that it is wiiiin.g'io share the

fifty.per cent shareholding on a.n equal basis. The only outstahding issue was the
. - :.

modaiities of maaaging and opcrating the refinery which needed to be agreed on

as it,was critical to Essar Energt,.

Mr. I. Nasir added that Essar Enbrgy was looking at rte country as a strategic

partner and is interested in investing in other areas as well- Essar Energy would

expect the upgrade being und'ertalcen urgently as the costs are escalating and

changiiig the ecOnomics of the project. The refinery capacity upon its upgrade

i.,i..-
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s'irould be at le.ast 3.6 inillion toni -s of r:r-Ltrle oii zi,rniially and notthe 2.8 rriillt,.i

r-o tures rt.cortri-:.erici e.'J b ;' Fo li ier'ifl t e eL eL .

4. y.#RL l{i-a-n a ge,-'c ant Fres en tultlo n

I,tr. J. Irtlruf,,u rnade a presenration on I.,-PiiL aii,J on tiie st-uiil clOne 1-:y Fcstiji:

S4ree.ier.

5. Sr:.rnm.try af. is,;uee

T'he PS summarize.d the issr.res froin the introducror'r'remarks as tcliou's:

L{hya L'ti}

1. Agreeci to 25'i/u slra;:encidir:g at IiPRI

Z. Requ.ire that C.uring the r.rpglade all sha.rr:hoiCtx's-have equa.l shareholding

3. Pr-oject debt financilg to i:e offereci otl coilline.rciai terms

4. Require to reyic'*'r lhl feasir:iiiti' sti'Lrj;' cone b'-' Foster 
'irtrneeiei and this 

"i'ili
tarke at most [t:ur months

5. Was co6.::ritted tc unCerta-king th.a refin;r',' upgracie, eir.fier to inci"ease or

sustain tite capacii insteaci of aOoprlng ihe Foster 'frIhe.eler rec,oni-rnendation

which was to recluoe ttre tiuoughput frcru 4.0 rniliion toru:es to'2.8 irliliicn

tonnes aruruali,.

Essai'llner'gy:

i. 'Agreed to the 25Yo shareholciing at K-PI{L

Z. Indicated that it has the capacity to upgra-de and has' alreacly unrlertalcen

the technical review and is ready to stari tire upgrade project immecli4tely.

3. Require clarity on the managemen.i issues u,hich is critical to its

pa:tiiipaticn.

4. Prefen'ed to proceed r.vith th.e upgrade througir an on EPC bexis to

minimize cost escalation dnd delays.

_)
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5. Projeci fiita.icing to be offered on conimercial teriirs. l'iris is dr-re t_o'il''e

changed srarehoidiirg fi-om the ea:iier negotiateci position r.,rith private

shareholders 50?t to 25tli.

6. Goociwill offered sarlier \/as on ihe basis of a 5AYo shareholdilg ano in

t,iew' of the cha-nge,3 Isvel of eguit-v parlicioation, th.is v/as no ionger

ar.'aiiable.' 'L'' '

7. is reariy to si:-il.upgrade arrd then proceed rvitir finalchg iater- The issue

can hor.ver rer be ieft to the Board to agree on.

8. lhe 'rpgraded refinery should hat,e a minimum throughpr:t c.apacity oi 3.5

rniilion torlnes a*.rnuaii '.

6" -,.GkL I,l.IaSegeiner.,:i-.:

I''1-r. J. lvlruau clalified that the cietailed ciesign had not been done anci the

inirestors stiil have an oppct'Li:nity to input the cesigrr wolk"

'1. -.L'reasury

ivrrs. E Koimett stated flrat in principie the GOK tr,,oulcl be ab"[e to consider

having equeil sharehoiding between all shareholders once tle upgrade was

uncierway.

8. Biseussion on Way Forward: 
'

At 11.00 a.m. the investois requested for one an,l a half hours tc meer and

deliberate further. The fuIl meeting reconvened at 12.30 pm.

Libya Oil and Essar Energy reported that they required two weeks to consuit and

clari$ severai issues including the ground rules for tireir reiationship..

N4-rs. E. Koimett emphasised ihat the GCK required that tre debt financing terms

offereci remain the sarne. Tlie current approval by GoFi is to retain its 50%

shareholding. However, once the new sharehoiders aie on board GoK -,r,,oulcl be

willing to cerie more shareholding. In principie, GOK wou.ld consider having

equal shareholcling betu,een ail shareholders once tho upgrade was un,Jenvay.

She flIither clarified that the joint ownership offered to both Essar Energ.v an'd

[,
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Liby2 Oi.l was on the basis that ixrili liiLii ir!r.t'ri:'l t'o provide d'ebi ftnai:Lciir'' zii

r Tn /-\T) r 1 !i/
l-].D \J 11- -r t - J 70

Ivlrs. E. Iloi.in.etr asked the investors to i-svievv arr.d consider the entry Deecl i:i-

.{gre"ment beioi'c the ne>lt meeting a:.ro proviit'' itecibacl''.

I\&-. R. \.rarnia;r;qili1.:.j zLbout ttre LIIC prCrjr't. J Mrutru confLrmecl that're.

project v'y,as o11 tender anci was ciosing anri cf Srptenrber 2008. i{e indicated that

the project |s a.irii.iii r.'effi.:Ie, r,,'itn botn l(r.ti"va I'ipeline Ccmliany (I{F.'C) and

I{en1.,a Petroirjur^o Refi.iierirs Limitect (rcll.L) e,ach lroiding 25i'o eqr-rity' Ti'rr

other. 50% is to br: tal<en up hy Bhai.ai.'Tota.l, i,ibya oii and Triton. KPRJ- ra'ill

irianag,e the consli,rciio;l an4 operation fol teil years. The p"roject fi.nancing is

30:70 equii.y to de.trt t.aiio. Tire adi,erlisenrenr iil financial acltrisor'-; an,j al-i'anger

serl,ices \r*'clliri t,e rione larer irt. the rveeic--'

1-0. i'iert l/Ler:fi.=g

The next meeting ivould L-,e heici on the rieek of 25b Au.gust, ?0QE.. if tjie

meetilg is set for. ZJtr August ihen the.rneeting r,,,i11 be held in Niombasa'

PS MOE closecl tiie meeting and thairked all those wiro had attendecl.

Signed Chair:nan Date
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Li relation to The Brit;sh Petroieum Cr-rnrpiuy Linuieci, a:1.,'c.r-,rnpany viiiich r.. i'ci- the

tirne being directly or indirectil,. controlleci by,TlrpEri.lrSh Petrc;ler.tm Comparry I-rmited

: Fither alone or jointly r.vith.i{oyalDutch ard $hetl Tiansport or either of them:; - t ilrj,,,,, ' :l :, ,r. 
t 

'' 
''

L,rreIationloCa]texPei'ro1eumCo1po1ation;,:.:.

Siandard Oil Company of Caiiioirda; :'

:ri exaco Lnc; ano , i

, aily coirlpany (o1her than Caitex Petroleum Corporation) u,hicir is fcr
the tirr:e bei,rg 'directly i.rr irtrlireciiyz .,roirir ollc,-l L',), SJ.rr:ilai'd Lrii
Coni.,an,, of Califoinia arti'I'e;,:aco ]i:c., C,r eitlre r of rnbl;l;i

t,

;

(ii) The "Sheli" f ra-ispcrt a.nci 'ir;'rcing (lixnpanv, I i:i i'.ec1 ()ri,.:ilialte r

c:iiled " Shell Trar,sport"); a,r.J

(iii) any conrpany (otler than 1'lie Slieli Petiole:,,Lnt rJjoiripa.ri' L.iilitec')
u,hrctr is flor tne timg being cirrectly c',r ii-,,iii'ectly controlieci by FLoyal

Dutch and Sheii Tilalspcrl oi, eiiiier ol t[ieii-, or b-v j]rc B;'itisir
Fctloleuir.r Company !inritrC. loirily '.v:th Iioi'al -Dutcir aird Sheli

. Traii. port or either of ihem;

(i)

( ii)

(iii)

(i) Sta-ndard Oi1 Compa:ry (trtrerv Jersey); anci

(ii) an)/ company (o(her than Esso Afnca Inc.) -which is for'the time being
directly or indirectly controlled by Standai-d Orl Companl, G.lew

,l
J erseyJ_

For the aforesaid putposes, alggmpairy is ciirectly controlled by aaother company or
comprnies holding shares canaing the prajoiity of votes at a general meeting (or its
equivalent) of the fjrst mentioned corribany and a particular company is indirectly
controlied b1, a ccmpany oJ.companies (hereindfier caileri 'par-ent ccmpeny or
comp.anies'") if a series of ci:mpanips cari be speiified, begir"ning with the pa.r-ent

cornpany or compailies and ehdirrg lvith the particula.r compeny so related that erch

company of the series except'fhb parent company or companies is directiy controlled

by one or.inore of the compani'es in the series.

0) Wcrds importi:ig the si.ng,:lar.number only shalj rnciude the plurai nuinber and

vice-versa-

t,

(m) Woros impoiiing the mipcuiine gender shall irclucie the fenrin"r' -'3enCer.

In relation to Esso Airica inc.:-

(n) \ilords importing personS shail include ccrpo?ations anC govemments.

(o) Expressions reierring to writi:lg sh:,li be consLrued as iircluding references to

pn'nting,. I,iii:i;,;'aphy, -,ohotography and other modes of representing cr
reproducing words in a Visible form.

Save a-q aforesaid, u,crds or expressions contaiaed in these presents shall, ii not

inconsistent with the subject, or ccnie;,.-t, bea-r the sa.iie mealings as in the Act.

The reguiations contained Ln Table A in ihe First Sciieclule t,-r ile Aci shali nol aopii'
to ire Ccmpa:i]r. 
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'i'1.,r: sllil-i. r::."ii)!iai i.ii ii,,: fli;riir.,iiil;;i,; ir- lill:' lili,r.)i)i),':)0{-} iii 'irii';'"i liriil il '{liiil 

{lilii

:;ili,;r:S Oi: i.: Ijl'i:; ?1.)',::.'r,.;ll ,;i' '.r,'iii'-.11 ;1 ,{ii)i),1'iiji; rii,ilr':::: sl:ali iir': ;eli'.;il 'l'" :;irr'ti''':li

.in,:l 2,CUil.{),ji) s:i-,irir,s }',c caIit::i.l '7-' si,r,re-* i'.'ill,.:ii ciil:,ls:;:; oi silal''';:'l:l.ii.,ii r-''tll-)i iiit':

St.nre rig'hiS zinil riuiLl {l:ti'i Pa5S).i ir: all rr::si;t:CtS, e:{-Ce..Jt i"3 JIay Oii:ei-'"'ti: i;e

ii:i -Wil-i-Lr.rut pi'r:j,,rr,ice L0 all)i s;rei:ial ngliis i.ri'e'i,c,us.iV c';i:..il:r-red Oi'r i'lii: iiiid'lr3 or''

any e:l-isting sita;es r..rl' cles:, of sherres. a",v' srr:,rt ir.i lhe Ct:Lr':pany lil3t-',r 'Dr-: i:tsued

,yi.ih sucir p-ieiereii, clef'enrci or oiher siireciairigiilo or_suctr i'r:str.'ictir:rns. vT iltti'ir:r

in regarci ic rlivirlenii, vcting, reiltrTl oi'capiltil c'i ct-iterwis;, as; ilte CoLlpail;r

r:ra;r ii-o*. trm.e to iiine b;r S'pecial F:'esoluiion deteifiine'

Subject to t.he ,=ro.,.isicns in Section 60 qt the Act, any Plefelence Shares r'irai', r;r'iil'r

tnliun.tio* oi o Special F.esclutioa, beitssueci on tire ierms that ihe'v a:'e, or a't ihe

opticn oi tne C,:mjan;; are iial,ie , tc he rec.leemei '-rn sucli teri-is mC ia sucf ilanner

ui th" Coriilr,.nl, b:ior. tne iss_ie ot' tire sliares rriay tiir special Lesu.luii,:n

dei.errnine.

iiai iur.,, li-e gr: ia.r.i-: crrpiiai i:i oii,iiec'rnlc rllr'ieierrt ciosses oisllilr'js, tl,= i-igi:is

ataiiiec it ;lri'cio:-ss [.un]ess';Ll:eru;isc provlcle'J by the tet'rs oiissr're oi ihe shares

of ttiat cip-rs') iLa;;.'"vheiher cr EDi tir= Conlpan-v is t'eiirg-''n"crrnc r'rp''oa vane'j rvitli

the cc,ii:::.i Ln ,,ir:iing oi drr hci,jers ,:,f tiuee-iounhs of ihe issiiei shai=s oi that

ciass, c. ,,,ii,r tr: ;alction ci a S;:ecial Resclr-Ltion passeci al a sr,Jeuetie'Generai

Ideeiiiig oi iile iloi,Jers of ihre sita:'s ,.;i iitc class. To evetJ such sela'rai: .c:'n'::i:ii

ivieeiin! liie p:uvisioas of these preserls relrting.Lo Ceneral lril':=tings shaii'appi:r'

blt SO tf iat lii: riai3SS3I-,' quct-lm snaii ';e a'rren:L-'er Or ineribeis prcsent ki perSOa

or Lrji D:-o,\-v a,-Lo A,;ldit g no, iess than ?i pt:r':eni olthe issued shares of ilai ciass

and 
-iliai 

ai,ri. holoer ci a share .;r tire class preseirt iri persor: cr by lro;-'-i" Iiiai'

clern.anrl a poll.

Tl:e r,grhrs ccnfered t',pon iht: 1i,-riil:r:, oi the shzu'es of a::y cizr-ss isr''''icd ';riitii

prei.:ii-;,:i cr llher nih.ls shail not, uii.lc:;r; Oiherui'ise exlressiy pio"'irir:d by ii"'e ierriis

i,i isiu.: ,l iil:'-;iiire"S 0i tiia'r i:i:|ii, '-r-rr: ii:'liilerj t''' bt Val-r"-ci by tle citailoi: O-': issii=

+i flr-'i ,-.:, :,i:.-:s r;-il''.ilti i-'i:i'l 
--'"t;r';i-t -'-;:iit\"'itil'

I



at
Ci Excep,i ars t'eriuireci i..,-\, 1.r',i,, iro [lr: ;1rii s;ii;rli be i';r:og;ii.secl b)'tirc C](rlrii,':l:r'.' es i:'--ta!;ig

,,rr;, i1.},=.,. Lr^1lon aity irusl, r-rtC !iie Cniillr:Lly shail noi be biiuncl by oi bt coirr'oeiied

iit aiiy -way to I'cc;ir:iri:;c. f'tii,en',i,i',cir having rrotice there,:f) iLrv e:qurtiible,

contilgent, i'uiure c;r- pai-iial iirterest iil a..,ry ihare or any iniei-est i;i an7 l'i':rci:ionai

paut i;i a ,shai-r: or (cr,cept oilly as iry ilies': presefrts Ct bf i3',,' o'.h-::"t'i:;e prcvided)

alry otirer dgris in respect of iril;u shr.l'e e;tcept an ailsciutt: rigni'Lo tnc cilii.3ii'

tlrereof' jn the registered holci;r. ' . .. 
',,:, 

,' )

I . ' 
.i, ,t. 

. ,.'

Erteryersqn whose nzune is,e':tjtered zs ,i.nembel in ;Iie R=gl:r::: li \4ernber:' si:'a-l'i

be entrllcci; withor'rt poy*"rir, tci'reccive 'withiri sixty days "afiei aliotment or

Ioclgmeni oi transfer (or ivithiqr.:."?f, oil."perlocl3s t]re eonditions of issue shall

proiia"; one cerlifrcate JoJ,a!t;!'riq.S!..fe,t,,.oi''.11Y!fucertificates eacfi for one or

-or" of iris shares, rpor,'pu-irrelf of;Sntliings 2/50'fci every cqfificat.e after the

{irst or such less sum as; the Bort ':;hatl,,frbi-n- tlrne to time 'deiennine. Everl

..nin.r.. shali be u:idqr the.Slai ana qFialls;Jeciflihe shares to rvhrch it relales and

the arnouni paid '-rn theieoit::'

9

10

1ltt

Prov.i,Jed tirat in respect of ,a 
-sha.-i 

ni inol-.s held joinily L.'y severai ocrsorrs the

Cornpany shatl not.be bound to issLie ilore'thar oi-re ce.tificaie, arid Geiivur-y or'a

cer-riirczr.te fbr a share tci one of s,:veraljttnt hoiders shall be suftlcicil d';lir,'ctJ to

If a share certifrcate be.defacerl, lo.st or destrolzeo; it may be reneu'ed on payment of

a fee of Shiilings 2/50 or suih iesS sum and on such terms (if any) as tc e"'idence

and jadeinnity and ti:e payrrrent of or.lt-cf -ooc}<et expenses of the company of

investigatin3 eviclence as the Board tirinks n: - ,

The Company shall not give, lvheth-.r dtectly or indirectly, arrd ra'irether by'mea.ns

of a loan, gua.ra::tee, the prbvision-bf security, or othen'zise, any fjnar:cial assis'iance

for the pufoor" of, or in connection vrir,5, a purchase or subscnpt.ion rrade or io be

*ua" fry *V perso.it of or fcri any shares i-o the Compaay. or ie itsilioiding ccmpiliy,

nor shali the Company ma"kq .1,jsrn fgi aay purpose whatsoever on the securiqv oi

its shares or those oi itt frbtaing ccmDary, but nothing il tbese presenis shaii

proiribit tra-nsactions meniioned inlhe proviso to Seqtion 55(i) oilhe Act '

The Company shall have a fiib, ,rd}::rour:t lie.a c,n e\.3{i sr:.= (not r;ein3 i itlli'
pa:d share) ior aii moneys (r..ihether preserttly p3yable or not) caiieC cr pavabie at a

fi;<ed tirrre in respect oi tlr"1 shaie, and the Compa-iiy sirall al-"c'have a trnt ae'j

paramourii lien on ail shares (other tha.e'iul.ly paid shares) stacdl:g registereci in the

o*. of a single person for all moneys presently payabie b-v ilm or iris esiaie io u1e

Company; Uut tt " 
Board ma'r' at a:i;v time declare any shzre to 5e wholly or in paii

exempt irom the provisions.of th:s I'rticle. The Ccmpany's iien (ii ar:y) on a share

shall extend to all dividend3 ba:{'able ther"ecn' ' '

The Ccmpany may ,"ff, * inlE*rrr-al? as the Board thrnl<s fit, but subject to the

p.orisions containlci in A-i-iicle 22 regulating the rights of rnernbers to.transfer thek

,h*... an'/ shares on which the (lcrrnpaxy has a 1ien, but no sale, shali be r'"ace

utiless a sum in respect 6;i-r'rhicli thc lien exists is presentll'payabie, ncr until the

expiration of fcurteen clays e,te; a iioiice in writing, stating and dernar''ci"ing pay:i-'eni

oisuch pan of th: ainounl in respeci t:irvhich the lien exiss e-< is pi-esentiypal'a'ole'

L!-

{:,

13



:i.',::: iir,',-,,; r;tr,':;' t.,t i.il,: laatl:li:.::,,1-i ,il.;L-il.l ii,r i :,,,;'; r,--'i,.r 'li
it.:-...a:it i aii!; i..,: ;,-,. ,'q-:,:': i1r,. :r-;ii1-:')il r-,i i'rl:. ..i..,..,.1: ., :" t',.;111,'11 ,'

l+

n;)l-riicitiioi),.,liirlrr-iii)ha:e;:ioiitl',ilCri5iri:liili:'i'L'titi'"rlliislleir'::sh;:iii:-:iil'Li'"'
l,', l iifeui, ii.tt-1t.,'C,i'it','aliditli iii irie:)ir-,,:cc:(iiii'.1.. ilt itt-Cig:iCi" i-i) in;: :;l"ir:'

l
-l"ire prtlcreai:j Oi'ti\r s:lic shitll 'c.j iai-raiyi,j i,;i' iire '..riil1-'':ii11,/ liritrt api.'iitl'.i t:! :'):lf iji:;i-'1'

o[:;ircir iiai i ()[iilc :ir:rar,-ilrt ii', tlas::a;:i i-'rlrr,,i'i i,::!l il'i.: Iic:l e:-'-i:l-s as is pil::r;rl'ii'i i.r:'l;r':':ic'

iri',d [h.e r:c:.;iciu,, l'it'iLiiy;y siriLli (sutrjs;ri,to a il],:t: .ii,;r-r'tiri,sLlll-ls ttd", pi-;i,.-:iii.L', liiiTiil'i': iii;

ei:isted Lliron ihi: sha;es bei:ri, the iltie,; 'o,, p3,-r(i. i.':j ijl.'i i,iri's(:n ;r]'iiilcli ir: li:,e iir;-;i':s;

i

, C ILL|:; Di{ 5;:i.J, il'r. ir::--j

'i'he ij,;,erli inir;,, i'i.t,ii.i Limc t,t.r iin',r: rrrllic r:;.i i:r'..:i:,.ltl tlte trter;tbrtt l1', ;c:li;:':i i't':lrr-,

p:rirabi;r zii t'i;:eil i:i-i-ie:l: 
i. :

provirl.:ci tirai.no caii s!rali l;e pa7:r1.-,ie ai 1es:; Lharr cl:.e inc;titli {ioi,.r il'rc'rill':, ii:'.cr-i liii:

pa:in-lenl of tiie liist p;ecer:l,tj c:iii, an,l i:ircir trsllliier shr.il (subje-:i 'r'-i I'eilr:tl,'lt-1"; r'ri'

ilest t.,,,ientl.-oi1e ,J.ays' r..-tice sprcil'ying tire iiiae cr ti.mes and p,l.;it* .i ;,ayill<:rir)

,ay i,;, tlie -oa:,i:an;r:, at ihe rime or rimes an . niE:e so Specitler'i, ih'-: :ii:''or-itti carliecl

on tiis shlr=s.

(U

!l

i8

i9

JU

ri- call may bc re../oked or poi,tponsC as the BO:l-d rliay dei'lmme'

p, call shail be .deeme.r to ha.ie beeil made at tl'ie tln': 'lhen the resoiinl'')n ci the

Boai-d aiithonsing ilie cirll lvas passeC, anrj na;v be requlrcd tl 'r:e pait: by

instaln:ents 
i

The jci.,ri iiolcrers oi r share,-shall be jointiv a:'.ci be'r:raliv liable ia'nz'/:ii ':aiis i;r

respsci ;"h.:i-eol.

if a sum callec i1 respecl of a share is not p;,id bc'tbre oi on the dir,i r'p;:iric'--i i':r

pa;,rileiit tliereot, the.otrson lrOu:',vncni ihe sltin is dUt snali p'ry'lr'ter:st r-ill the

silm irom the clay" apjc'inted tlcr l'a,'rneni ii:eieoi'to the tin:e oi aciiiai 
';''lijlei]l 

ai

sucir rti.: not e:<ceeCh;r niiia per centr:rr lrei ii-rrnui-c, as th'= Eoerd i::l;'' C:ie;mit:;'

bui the Board shaii be ot lib.,rty t1) \ii aili e pair::ent of :uch lrrieiest ','iit';iil' oi in }arl:'

A-li-/ Sr.lm .,vhich, by: ine tenns oi issr:e oi a stiare , becones payab[e oll ai.icl:.:lli:iii oI

u, -;" fixed daie,; ir;i:ethr--.en,accoiittioitlre ncini.:ral value of the si,aieot'b;,";ra),r of

pr.-riut r. siiail, iol'u\t p'-riposes citnese Pr?sBnls' be eeerneti ic be a caii rlul-'' i:iaie

ano payabie on tl:= daie or'wbrcii, L',;; ii:e ier:r:s oi issue- ihe same b':':omes i;:i'acle:

ar,i, in case of aOl-pailmer,t, ail " a-ler7.21i pLO'iiS.iOris Of the-ie :;re:'r:'i'ti t1S tC

pa;'r:-rent Of Ln'.:reSt anc::xpenSes, forfeifu:L: Crr rltneffiise Shlll i''ppi)r aS ;'i:rr'ii'h Sul:-r

i-,ui C..'.nle 1:ayarbie by 
",irlue 

oi a ci,[i uui;i ;nr'clt arrC nciitieci'

?



i a 
.\,:.: r

Z1

2?-

i

'iiie iloard rl'ritl/, ii'it thj:r.lis t-lt, ie:i:i',,s ir Unr zri:1, t;ietnber rvriiirtg lri iiii'.':llrl,.: ilit: sziliil

iril r:rr 1i,,,/ p?itL of the rncnil,vs nncaiicil ali:ii .r-iripatr-iup'Jn efly sharcs ii':lli i-,'i li,nt iin':l

iiprtrr ;.il-O. 
','r,_, 

of thc 111)itr)-,s so allvarncid; r.na-v (.i-iiitil ihe sarnt. ,.vr,ttllli, l;,li i,.;i- slicj"l

".iuru,..r. 
be--oile payabie) pay iulerest al's,-lclt rate , t'lot e;i':i:edii,g iuiilt::;i ihe

Coinpany ir Cencral Meeiing sirall ciirerv,ri.:;e ciirect) ilne pel ceitiittl i)-r; ;Liliruirl, as

rltt'r, .i.,e a9i;etd rrpon bcl."n.ccjj Lne Bc;arcl atrcl the jneinDer liaiy;n1g sr"i':jl liur'-r in

^..1..^-^-aU V ii-i ir a.

TQlu'.r:iEll Of) SI i i!:IS i

(a) Airy share held b),The Bi-itish Petrc;leLirn i-onipzny.L.in:jteci, Tle 3heli I':irolcurit

cofinpar:y Limite.J, caltex Fetrolerrni o:iporatio;ri 9r Es c AfqqrIJsc illay be

tiansflcrred to an aifiliate of sucli'co'npa$y]''"r-. ,.,' ,.,!" '|t ' ',-.' " " :'

(t) In t6e event that an 'l\' S'harlholder i.irjsties to i,'tr"nsfer'a:if 'or'ail of iis shares,

such shares shall fl.rst be oiie'red torih. otier 'A'' sharehoiclers on i,-letiiczrl ter-ns

in the r.aric-, of their respecfi..:e sllarehoirling pertentages at ttle tjrae^ci the oi{er. lI
any lA' Shareholclel clces not',;risir.rlo tal;e up all the shar-F-:s sc r-,flci.:'i io ii, the

sha,es r=ihich that'A"ljhaieholcler Crces not ii'i:h tc take u.o sh:;il ll"Lert be

' sirr';'larly offei-ed to the rtnr:riltiiig 'A' Snzr-rr:llcrlcters in t-he ratiq oiihEir 'i:sitective
s|tarc]rcldingpercentagcsariclaltJlesanlcpricea.rrdL:19i1'u.nrji|i.iji.ii]Ili.lijaS\:,lil.e
stipLil:rterl in tirc oi-iginal off.:r ald, if ncedtrc, f'L,riher offers shaiibe niir..ie Otr tb,e

sa_rne basis until al] tl:e sha-rss tq be dis;i'psrd of shal]- have Lreen tii!:iii up b)' the

other .h' Sirarehoiders or uniii ii is'mcertaii, ,d tliat there is a siiare or shares

r.vhich none of the 'A' Shareiioiders vrishes to rake up

(c) ia the event that a 'Z' Siruehoider .#ishes lo transfer any or all'of its shares

other-,vise than pursuaot to Ciause'12 (a) of this Aiicle, such-sita-res si-rail first be

otfered to the tth.r 'Z' Sharehoiders on identical terms in the ratic of tlieir

respective shareholding p.rcentages at the time Of the oiier'. ir a-ny

Sharehoidar does not ori.h to talce ur ali the shares so oftered to'ir, the shares

' wbiich iha-t 'Z' Shaieholcier does not wish to take up shall ihen be similarllz

ofiered to the remajning .'Z' Sharehc,iders in the ratio oi their respective

sharehclCulg perceniages arrd at the sar,re price and up':n silch other terns as were

st.iiuiatec in tir" oi-ig;iI offer aad,rif r-,eeri.be, lnheJ offers shall be made on the

same oasis rintil ail ihe sha.rel to be dispoied of siiail Eav'- beea ta.ken up blv ihe

riiler -'Z' Sharehclders o, uni,l rt is a-scertained.thai there is a share cr sha;es

wi:ich no.ne of th;'Z' Shareholders vrishes to ta'ke up'

(d).a.n],, :b.==s offerec b;i aa 'A' Shareholder which are not ta&en up by an 'A'

Sla,-ehoicer uncier Clau-.e 22(b) shall be ofiered to the 'Z' Sharehoi'jers ani the

prc.,,ictc..rat if the'A' Sharehold.er inquestion rvishes'to seU such shares tc a'Z'

Siiareirolcier either:- 
" 
,

.(i) at a pi-ice ioti,er than-.the price a;t which such shares we,: oifered Lo

(rr)

the oth.er 'A" Shareholders; cr

on other terms alcl con,*tioES; il:,an:'-$e terms and condiirons on

\,vhich such sha.res u,ere offered to the oiireir 'A' Shaj-ehoit::s; or

(iii) after the exiriry of six calenCar mc.nths -kom ihe date on u'hjch such

shares were .[ast ofierec tD ai]y other 'A' Sirarehcldcis. -

t:. rh: provisions of Cieuse ?: t:b) a.riC this'Clause 7? (.i'; (irciuCi:rg thi-s

,;ro','i:o) shall agairr eppiY
i



.i "l'.'.r/'. i, i, ',:;l i'i, ,1 ':'.' ::;t-:'::r"'l i": '" 1'-l 1l'':' I;r'r: l'':r;"'- i iii'r 1: r ii 'i"'

Ir,''.)"'i:iii)ni rii L'i:,1.;=": l'li :' ) slil'lii i'''i''

iric,,.iiier:l- ifl:-rt ii i-';i:: 

"'-,':',li.lrl':l'.,iil,:i 
ill Liili:,lii-'.'t 

'r''!1;1i:S 
l'-'r tlt'il :jiil:: siiL'je:': !0 ii':i

',ii' liitlr';t",,-lili'.:l tith..,i'.- i

(,i) :'!'l' il ijiri;e 1r('i'lt'li)i {'l-'llli iii: ;:ri';t: ili wiiicii :i''li':}t sil;i: t:i \'ri(ji''-r trii::ri:t-L

rirc c'iiliii';2-' 
1.t" ,;tit,..,1t,,,,,,ji,*nrr,: tei-in:1 an.:-i r.:,-ii*ir 

.

,ri:) ;-iii oi!'rrr-r.ii'iF:;,a;ii-i.ti:';ii'i"lluil:r ilia-i1tit':,tri:''ii,T. 
"i-ai.lLiiiii"iis 

i';:

,.rl,tir^.,,.,,ri, rTio.,,..', ,iqtl.:;]iii'.:, c,-,1.r*r'in. ':',tirei 'Z' I:IiJl'':iiolcie rl; iii

iLiii i'iiir thc e;'1'li'ry oi sir: cai';i'*u"-. r'r"'lllis fr":ii-L il-ie il'l[e on "'ihlcti

,u.i, *i,,,r.n',u*r.l:, i';i:rr,i io, i;1r t'tit:i"ll' ::iiri"l':jr':iiiels"

"'i (.i: 
1 (' : i rc i u ti : lt l: iii t :; i 

jruri l :; ij l

ti.ti::ir '.1tc :-riri';j::i'-rli5 r'ii Cirr:-is': ZZ (t'; titlLL iiiili ('li:iit:';c ''

sllaii agili n iittrit i'.

(i;.1..;r7Sha,r'e:lcil.i.i:i.::t]1r;,,ai:,itirielit,lil-;i.',.;l.ti;liLl,ieji!]i'i-:.lll:irt.1l):,:iii::itiili-:.::it,rii;
pi-ovi.J.ed111:1i't.:e.:;oicirut-.pr'-ic'-i':r:cioilleriiiiirrslti:r';hol'-iers'oiii:t:iiail'iliaie:;
(ircraii:,iri'ier ca-li"u " u tni'd irai1'y 1r'rr':haser"):

p6pr7!dr-:ci tttat ii ti..e Silu.eiLolcier in Ci,.tl.:iti0i1 ,,.;ishr:s io seii sucii Slri,.r.:s,.j.,j. iilli.i

P;rriy Purclrser ei lller: -

(i) at a price iower tharr the'pnce i-Lt vihicli sach sltares li/ele c-rfter-cC

to the other Sh:leholcers' or

(ii)onothertei-rosandccitiiti.'.ns'tliantheiermsairccondii.i';nson'' 
,rt r.i., such, shares';iere oi-'ttr'-C [o the other Sh:rrei:oidets; or

(iii)aflerthegKpiryofsi.-'';alen'lirn:onthsfrcrntliedateor-rr'."h!':i'l
such snares ''veie Jast olfered to sJl)' cther Sharel'r'iiCei';

then rhe pro.tisioris of rllause z2(p), (c) ,(,j) and (*) arid ti:is ciausr': 2?[i)

. (irrciiding lhis provisc) sirall again appl;'

:rs '*uder ,:.re loiEgoing stipuiaiions ci tiiis iViicie 2? shaii b.: subj.:ci to

- the provisions of a'i;; og""'""oii; i;;;t 
"'li,l.11: 

to ilr're reguiaiiir3 tire riglis r;i

Si:ai.:hcioers (e;"ceat i-n so ia'r 15 sr-lLci: pi-ovlsions nall be iir ccttilici vii''il tne

tei-*:ls oi th':se A-i-ii':les)'

. (h) A-ilir i.iiel cf shares roari; blv any.sha'e'liolii'I i0 a-il)'' ciher si]reiiclder ui''ri;:r ih:

f,rregcing pro.,,'rs,ons of inis ..,,i.it ir snall ce in' wnting a'rci shali "ce rjeemeo tt:

I-.il..a h.o=rr r::it:cr-eo ii it iS nOi ac;epieO iil w;-rting n'iiniir iii:ny days fl'ciii ri:e ' :te

orL which rhe otler was lrao!'

?:. The insirument oi transfer of any snaie' "'h-ich shali be'i;' instrumeni ii'';"ntirr3 in

a-c,,, usi:ai or coiiuncn fo=", oa'oloy o*rir i,-rii-li w"r',.ch liie Boa-r''r 1na;/ ai-)rlri-\v<' snail

beaxecutedb;loronbe}raiiorti.'*i;'an:;it,l..o,rzrnd[.rirrrs|erae,ant.ithetr...i:sl.:t-crshai!
h: rir:errred, LiJ reiliilir ilie iio'r,ier oi tlLl s]r::.rs'tntii the nsrne oi tne i';itr:fure: i:;

g.:i.;; i;,.": .D.e -..i:r iei c i' l'iic,:.rtici'-: ! 1 i i :: ;' i'';c i r l t::L co f



,.,r 
/1 I-ire Board shall oniy rcr:,isier,ti'an:flr:; iltace iri accoidz:ii.-c.,viih tllt Di'oi'isic'rls, i.)i

Ai'ticle ?.2 hercol, ' ' :

').i Tite tiit:rrd mai, 6..1,nC t.) :: reco!lit-iSe. i.ny ir;sln:ctcr:l crf' ti'ans;icr lli.,lcss ii rs

acccmpanied bi, t]ie cerri ficatr: oi t}-ie'shares ttr r.rliith i'r reiaies, a-nt s'.tt:h oihlr
evidence as the Poarci ilay reasoir.a.biliteQLrire to'sitc.r.'riitrc right of the tr:rrr.srir()r r.-r

. ,'t .. :

The registration of tttLnsfci-S niay bel;;'.rspr,.:i,:1ecl ;Lt sircli i.irncs anci fr;r SLr,lh -^et':rr-r''

(not er,ceeding a ictal tlu+y d;,aV;'in a-ny,,vear) a5'lhe Board may.frorn tine lo tii;rt

The Company shall be entiil,:.C !o.ch3.r-ge a fee noi'pi;ceeding Striiii:,p1s 2i;C on tlie
registration of eveqr 152i1sier, prob4.ib, letj.erg of aicLr.rinistr:i1ion, cenific:,rte cf-dee,tir

o.hr-iug., Do\!€r of attcrney,,l'.;tii9 in lie'.r of iiistiingas oi cii:rer insiruineitl.

1' fil:.i{Sl'zil Srli Oi'l OF 5 I ;.'\ i'l.:i l;
.l 

',,

in casd oi the cieatl-i of a rnernber ihe survl,ror oi srii-',,i,,'ors, ,r'tiere tlte alrt:r::rs.;,i v,,:.:r

a.joiirt holder, and tire legal pcrsor:al rcpresentaiives of tire deceztsed, whcie iit *':ts

a sole hoider, shall be the onTtr,,persons recog,riseC blr the Comgr,any as }i:ivlng an;r

tittq to his interest in the shares; but not'ning herein contained sha1l reieascthe esiaie

of a cieceasecl joini holder fiom qny liability in respr:cl of aity shaie v,'hici: hao been

.loi.,rtJy held by ii-im wrth othdr persons.

A-n-v person becoining entilled to a share in conseq':ence of,the death or bank;r:ptci'

of a menber m.ay, upon such evide5rce being produced as may from t-rrne to ltrne

properly be required b.v the Board, and subject as hereinatler provi(e$ elect either

to be registere,J himself as holder of the share or to have sorne persorr ncminaied by

him registere<i as the traasieree thgreof, but the Board shall, in eiihbr case, have

the Same right to decli,ne or suspend'registration as it wouid have ha<i in the case oi
a transfer of the share by that mernbep before iis deat-h or bankruptcy, as the ca-se

neay be. ' ,

If the person so beccm:ng'dntitled shail elec.t to.be registered hunseli he shail

deliver or senC to Lhe Company a notice iri .;vr-iiing signeC by hl':r sratng that he so

elects. if he shall elect to have.anorirer person registered, he shaii tesrifu his eleciron

by executing to that perscr,r''a transfer of the ihare. Ail' the Hmitations, reslrjcttcns

a11d provisions of these preiselfs relating to the r-rght to traasier aac the registralion

of transfers oi shares shall bc apolicat,le tc a-rjy such notice or tran-.iei- a. aioresard

as if the death or bankruptcy oi Lhe member had not cccurreci a-'rd ihe notice oi-

trarisfer were a tiansfer signed by that membEr. '

Aperson becoming entitled to a strdre by r'eason c'f lhq.og_4t]r or.tanJr-ruptcy cf Lhe

holder shail be entitlecl tc ihe same di.ridends a:ic other ad.zaniages io which L:
w,oulC be entitled if he rvere the registered holder: or' the share, exceDt that he shdl

not, ..:iore being registered as a prember in respect of the share, be tniitled r-n

respecr of it tc g:<ercise all, right ccnier-red by, i^l:mbersi::p in relaiicrr tc ineeitng-i

of the Coinpany:
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Clt.;ir-1,:ll.i:., i)i.lilii:r.-:r r,a r;l-l-,i:i ili'.iti'j"':; ii: '' 
"1' '.: lir ir"ii;l'r": '-li' 

"iiC 
:lil"ll r': '': 'lr-:i i" :

fil{.ltiiii:iiii:'iiil: i,i Lili: i:r)iii;'': ji;',l1'ri; i'-;:::'::r: '-r::r:: li':ii t'' 
'

ri.;.--, ;i,".;' i i l..i iii- ij i: .':,1':.. -''^

ilirvil tia:(rru(:t. r. : . ,, 
,

'.itrr: ri,Ji-ica i.hiLii riaii',e :i i'"i:-ii-'.'rr cl:.li inCt e;rrii+i rlr':r'ii t'rtc T lilii'eti'n tif ii';*iLi:i:i ''il'i:

iirr. rri,.; ir.:l: i:i ,.lr i-,i i,iir,..l,;, :Llrii ;;i,ai1 '111;1ir; i''1'1i, ia iifi :'"t:ilt Ci-' llr:''ii-t'l'7 iii'lii :il C:

Iiiriil I' i.r-, i;,: fi.ri i:iie':,

in it:llit-:;:i- ,,11',,ii1ir-ir l-lie irrrl.icr; iiaS berr'i gi"'eil i-i-''ity iri tiirY iiI-t;1 [';111ii::il'i'r':i' i'r':;i'r'i;:: Lri':':

pey.reiii ieq:.riti:iii'rr iluiice;]tas b,:en.nioii*, be tt';ttii';riL'y:" ies.iui'i''il'L ci'''il:: Eio:iici

' -. rl.. -i =. i io,- I
;,., ilra!1 '!r:r1-uL.

A forl,:iieci iha:'e rr.ralr tre sclcl cr c'rlil:e'rrvise r-lispo';eli lj'r;ii sitcii iei'l:is 3'nr-1 in sui'ii

iiirjrraF_..i e,s tlie lioo",i ti:i,n-ks fit, and lt iiny tinie l:eicrc a sf,lc i;r ciispt;i:ition ihe

;#i;;r;;;;;;;";'r=d "n 
s*crr te,ns as tire rrcai,rl tirinks fir, t:i:i s'1-ri.'j.ct ti--' t'ire

picv:lsi')il'j C,[. ar,,{ agli]imelli re3Lriaring the nghts ci nrecrbers ti-, tran:ife;. |Ireir

str3res , aod ic A;iicle 22'

A perscn whose ShraIeS liave bi:a fot'ieiled si:aii ceest i'o be a me n1DeI in respect cf

iila icrieiteA shares, ,:ut sir':Lt, ntrt*'iihs+':::/''urg' re:ueirr Iia'cie to la-Y to i'l're Ccrnpan-r'

ail mr;ne.is ,ilict",. ai the ctat; ri iorteii-r:rt. '"-'.;t pa;iacle 'oii iurii io ih= Clo.pa:ri' in

rtsper;t ai i.ile ,noo*, t'ut liis iiabilirii :t":-t-=.1':-i:::;-'ttten 
the C'inrpan;r snal'l

iia.ie recci,r.i prr=r",ai rn F-ll-l si'ii 5rrgii --rDneys.in les're;l oiilie st:a:es'

alicn in,rJnir-li '1.,.li 
ii= ieciir:Ll.,i is l D'rrectci cr iire S=cretarll 0[

thr Corrrp.mr, onJ-,no, o ,n,u.." i" u-,. iJ'.:=,!a-r.y hes a-.::n ,:uly fu1eit:ii o;i z claie

siaied-in ri:e d"cl,-raii'rn shail be cc*ciesi'/e t'"ii'tl=it" c'i iire iaci:i liitt'elil staled aS

aqairrsl al-i tr:rso;is ciaii,ring irr b: eiii;ij:: :, ti',e sirr'1, Th: Cor';ipanl' ina-v receive

tr-re con:,dere,rionliir,,..i; glr"a :i,. u*:1 s:,rri cr e:ii sil'= .ri c'is;r':siiioli ihercc[' and

iria,,y e;{ir.r.,.:r: a irensf:i-oi:ihe siture Ln fa,iDur ci: tire pi'ir-jr)Il ic'rli'-;i'rt the ':lL:irt is'

sc,lc or iilsiicsect or;, ."0 hi si:ail iiierrulori be ieSistercc ls i.,: tloi'-ter oiii:'e s[:are'

iinu si;,;.!l nor be;;.;;i" se.'.1) iiie apiilcaiiJr:;i iae -'ii''i';i:'1-ie irLort'ly iii ac:ll no'r

shiili iris tiii; io 
'L" 

ti'u" b': afieciit'-il)r ai 'i-c3iriar'i;' cr ir;aiiilii;r ir ihe

prl.,r:ceii:gu ,n ,.i.r.,rce i.o tire 1,;,;isjidir:,-si-i" c,t'rii.;1r,-'srl oi in= shar':

.I'h.: 
irrc,,,isiolis of iir;se i:rl::,:nis a-; tu iori:ib:re:',reii 3'91!'i in tir: r:a:'; ';f ic'r'-

piilrr.i-:l.ii of a:-r;z surn wl i.tr. i-.'i i-itt lt:tTns of iss'ie L'i :L sh"i't:' 'J,Jc"'f ili':s iieyai:it ':i l'-

tir::;ii. tir:i..e. *L.,tiar a.,r, oa,a,.r,,-.,r ci iiie noininiil ,;ir.li-ie ,t'i iiie srtilr't: ':r L.l' v;t:y ol

[.i.=it.i,-Lii-i,:.sll.tiltsit:.,.;i.:...:ll,-.'*-o.-,ooie,u7'li:,.::.],i;i.:a!itiui.,.lrn..\li,:]i:'lj
-. -.' i,:1 .'ii. vi:: l -.'--

-_) --l
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l9

.t'
,!

,,. e. ,,

, ' .,., ; '-,_,, 
-',' .*- _.-. . .,

Ai ,'i Il, 't-Tl{ii'l CI Ciri'1 ! ''i t'

1'he Coiii'zrny mai,front tiipq to ijrlie !,1, a Sir,,lial llesr-:iution increasc t'Ls:rliart

clrcjtal by such suiTl, to Ue diViriecl iirto s.h:i.,iis of srir:h ail-loLtnt, as frie resoiuLtitrt

. : .. ,...- .:. .,-.-.,.: 
.. 

:::. ::.i j_,1:;.;:. -

i ne r-ompi,xy inr.y lr,)i-rr tiine lo tiril;: r?Y,i,,,-iPf;C;:rj il-c:;r'l'-ttr'.)n:-
' 't''1 '' L;" :"'-

(a) consoliclate a-nd Civjdg e,tL gi:.q1}fitsiits shaiv capita'i into shares r'rI larger-

amount thair its'exis;ing sh'tidf; "

(b) sub-dividc its exi{dig,s}ares;;5rr any ot tir:nr'

amount than ts ri,*g. ,oy thifitvie,-.toratrcluin of Associatio. su'o-j:ct'

.", an.f,.r.ss, to'ihdfr[ir',,si 
i.lo 

o{' Sect ion 6 3 ( I )(d) o ithe. lrtt;

(c) ca:rcel any shares, .,vhich,, 
11 

rtii. rlate ofi tlr,.7 passing. ol 1he resolLiticn,

have rrot been t4ilen or;ag1et;{.io trri taken'by arli't'ersun :

'"fotof 'A' 'sltai'l:; anrj 500,,(' ctf 'Z' siiares aitcl
A.il nevr sha-res snaii coisist fls to'50ti

beiore issue shall be oftgred to-,r,rch peis'ons ds at tfr.: ciate of tfie oii'er a;e rnt:'nbers

of the ccrn,pany in proportio*,asr ne"ii-,r a.s the ci'i .:ilinsiance-s adnrii io the .,-n.u.i ot

iire existing siiares ithi.h tl',q, irolr,l, irrtu |'..slraies 
'ocing offei.eo to Liie htiidcrs of'

issue<i.A, shares and ner^r'2', s!-rarcs to tii'i: hclder.s of issued'Z' sha'res' 11''' git'':r

sirall be rr'aie Uy 
"otit" 

tp"t''fi'i"g thc nunii:ei'of :shares oi-le red' and limiiing zi lirnr:

within-;rhich the offer, iinot accepte,i,'*ili be cleba:td.io be cieclin'':d' ''r',r- fihfiher'

"iJrt;r 
a".tin.a it,ores shail'be iuirject io th=-,provisii.iris regulatirrg tire nghts of'

members io transfer iheir sharqs contained in 'A'{"icls22'

4U

4l

42

A.laa

45

The ner.v shares shali be suiiject to the same Provisions with reierence to the

i"y,,r.", oi ca1ls, lien, transfer, transmission, forieitr-tre and otherwise zls ihe shares

in the orlgi::ai share caPital' 
,

The company may by Special Resolur,on.reduce ii'; 
-share 

caplta'l' any capital

redernptron reserve #a Jd;":r, iHarl prer-aiuni acco''int t:' *, rnailnei'a'rd "xith'

and subject to, ariy incident'authonsed anC consent requi-red by Ia"'"'

CEI{EP.A.LN/IEETINGS ..fU

The,Company shari Lr each 
'vea{ 

hoid a General lv'leering as its A.i,"iruai Ceneral

l,,leeting in additioa to any cther meetings in that 1'ear,r:rnd shali specifi'Lhe meetilS

as sucb i-o the *ti... .'"tiin! ii;-and ncr more '1h1+.fi'+1en moliths shali eiapse

befvve.eD the daie "i;;" 
ei"'Ia Generai l"Ieeting of 'L: Compery atc.ii:at oi 'c'e

next. The Amuai b"."tJ.[ffee[ng shail be helti as such il'r-re and piace a-s iie

Board shaU aPPoini. ' :,

All General ..Nleetirigs ciher than Aruir:al G:neral Meeiings shaii i'e caiier

Exfacrdinary General lvleetings' 
.

4.5-- The-Board may, whenevdi ir'thinks,fit, ccn'rene ait Exiraoidinary Gei:erai Nr'e:'r:l'g'
,;it;;;;i;; c.n"rrj 1,,reetings shair also be con',,enec oj.r su(:ir rEQ'.rrsriic';':r'r.

in default may be con;enecl by such requisitioilisis, asprovioed by Secti'r:i 1i2 rif

the Act- if at aly tirrre.there are noi witfi',.I(enya sr-rfitcienI Direciors c:r;;'rcic oi

acting to form a quorum, a:.r,v Directoi or ilxy l*rtl iri:mbels of tire Cori:ll-illi rn.')

convene un E"tro"rdmar;' ilana.u1 h'leeiing ia -t'ae sajTle rlla.,l-ne-r as ;ie:''ii"' i'':

p"rri.li. as that in vihictr 
'ie 

e riirgs rt,1 1.b.-i:o,,','. rl',',-l r',' ihe Bcard.

1?



a

i::nsi.'l ire.,;itliic.e sl iiiii li;,':;:,.i-ir.r:;ii,'' 1-'i.ri.'; ii:i'i.i'i'l "'"i:i':i-' li i'; str"'ct; r)i (iij(:iil':r!1 tr't iir::

Sr-:ift,-i a1'j OJ^ tirt r.i;:,v fr.i: ',',,i:i,:l', ii i: tl"'nil' i'lii(i 5iiriil 1;i'r::'-:i; i'i'l ;:i:'lC' i'h: ii':'i iiiii

tiio, nli,r, '.'f i Lit:ei.iiig tinr, ii1 Liii;c c[ :;p'-r-il,.} i'j'.i:;iiiil:;:;' iil; ''l.e-:n'':i'li !ii'::ri'j ti Iii:i[

ilijsiii*SS. iind Sitiri i l;,1 '1li'i:it, lil l:ll:iiTii:{'. l:rt:;;-i1i1fi*i Iiiij;1il()rier-i o:' i;r :ir'L:-:il I'iiici

ii'lar.t, iet (rI ait'r') i]:q t'ii;-/., 1.,., irl'csarit,el; bf ii-'l t)r'ritrp:tilvl i': ('i';:i...e""ii fr^ii:tii':ii' tlr:such

p,3r-:iOnS aS are, niiiie'i ii'lri;,:j ,ljicsl::nt:: t::ttiii.".ci tr.i rr:;c:;ivii :il(-:il lLoiirjrl:l ilirt:t tli-:

:.'''..,.,,,l;t,.-o,,,,..j'
,iiovicier--, thirt a me.iiili i.,i ti,e Cir,in:iii1 sir:,rillruit i'riifi srlrriilf::3i:lit'' ti ii t:alie':i b'"

sl.lori"r i-rotir:c th:Lu tirrii ,r,',.,,ifi.cj 'iii ti... gilgsc':iti,, i;e *ct'rr.;tl -'i:'ht''.," i:r;rti 'iLiliy
caileci ifiiil;srr,.:rueJ., ,',',i ,.., .,",'.'" "r't

;c:a:ir:: cri;.il rii.'.=iipg rj:iiirii iis iiir-j ,q.;llLlih,i' Lr:11";rai l'iIt':r:ii;r;+, r'ri ttrr

L5e ,tr:rs:;ir:'-1 6t:r,5i1-rtcini ii*;;1;'ir-riiol"r; h)r iiil t[r': r;icli"bcr:;':r:'iiilc'j to

iti L l: iir,i i.l il :.i',' i; i i: t I i': r' e ii[ ; triii'l

I C,r:.ii (.ii iril)i Oi.hi:r:iii:,:i,;1g:i t.,i'i.l ilii.iiiil"iti; iii tiili:il:,':i 1[ i-i:c

i,;ll:t'itijei-:i ir.iriilrg a i.i1;iri. ii:' tiil;::i',,-i iiiir.l i'tiiu iii iltc lila(;iii1ii. tiltttll i:

ilt:Uo.ii7 t,:glrii,cr hoi-tiilg ri.iri is-ri: titirrt ttti,;t;r-iji,'i l:,rt-ti-:iitiilll iii

nortli:itii t',r'ile ci tl're s'hat'es gi'"ingl ili':i riSr'i

Tlie acciql.eiltei Cinjssioil itr giv.t autice Crt-n fiir:'::iilg il.;. ()r iirs ilOn-i'eceipt Of rrCti';o;

ci zL i-:tee,r.ing b;i, o,,,, p-..*u., entitled, ic .z'ec'eiv: nrlice si-iaiI nci ii'''v'aliiliiie tiic

' '-'''o"'."iin 
gs at t 

: J:;rr1r cs A'Grii{ E iL.'rL }'! Er,rrN c s

ili business si:trll be deemed -speciai that is transacieC ai 'll1)/ E;<t'recrdiaary General

iv{eeting, and also aii busines3 ttrat is transacied at an A ;r-r-iiiai Gei:erai i\/leetiiiq Y/itil

iil: exJeption oi tne consideratioit of tile accounis aird i:aiance sireets and t-he

repcns r:f the Boai:,.1 airtl of iire Auditors anci ti:e acpcin'"i:ierri of, ani" tiie ti;ring ci
'iiie remuneraiion ol tiie AuCitcrs:

lrfg [r:siuess shel] be transacteC al any Geriei-al i'{eeiing unless n- clugiuin-oi:

at:;n'Oers is pres.;iii ai the .1i*g r,vherr the meetiilg proc':eCs to bi':siness' ':'ave as

ner:il otherrvise pror,idecl. hvq meuibers at Ieesi p.esent ir perscn ci'b'y prc;'l-l'ancr

n,:tCing ncr less tha:i sirtyper,cenf.i:n cf tl:e ',\' sllart:r and si;<t;r pe; ccntum of th'-:

'7' shares of the (:oilipa-''ry' s,]a-li be a qliorLI:Jn''

Ii,l,,,,-ih-:rr i-rlieen iiiritLiijs ti'om'tht".ir,:rt appr:iait,:l t':i iire tneti:i:ig a qu'iuri:t iS nci

Dr:seni, ihe'lneeiing sirail o;'oi-ssolved' .

i,'
The Chair:la:: (ii i tr),) oi"rj,e Eoar.,-. shali presiC:rii-,!,tt1'ho.I ji, :':1 :l-ti.'t-
ivleeting oi the cc,i,pa,r;' or, if .there is nc'sucii'i:.[iaii:hlin;''0" if i'e snali ri'-rL Lie:

fr.-."i*,*fn f.iiie:,ii mtnuies after t'nr tlnie api;':iirted for ti:e b'clcii:ig of, th*

meeting 0r is uc';''jliing to aci' the'Dirtci'-'is p;':sellt shali clioose cne of thvir

iru:-nber to 'oe Ciiaullil:ljl L-ric tire meeting

..t o.i.il
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53

<A

55

56

a-

'if at ztny rnecting no Dtrector is uiilling tq) art as Clir,,iimran or if no Dirr-:cior j:,;

preserit r,vilhin frfteen h,inul* aii;r riie time arpoln[:cl fur h<;lditg tire ntee ting, tire
members present slialiciioose c;': cf '.heir numt,e:- lo bo-: Clhair:;ran c;f the niec:tiog

The Chaime{ may,.u,,ith the .oii-i=ri }i arr! n:seting at..,;frich a qucrum is ore:ent
(and shall if so Cirectecl by the rneg'iig), ad,i.;1r.,-n rh: nrcitr:tg rr3:rn [ime io tirrrc aud

irom place to pleLce, but no.Q.usirra;s ,hali be trzursacted at any adjourned t,'ieeiirr.q

ottier than the business }rft un{lnishcd.f: th,9:neetiog ficinr whicir.the ad,;ounment
took place. When a ineetin'p..isna<ijoqme&'flor,\+i'rty d:rys or Incre, notice of the

ad;ouined meet.ing shall;!g'&iU,i' as ihl tfie ffi of a..r origini,l nieeting. Save as

aforesaid, it shall not be in.Jcqgstury igigiyp any,;potice -of rn adjoununent or of ihe

business to oe transac'ted at an aC;oun1;-.d;q'e,,lting:E ,". '-. ,
_;ij'

' At any General Meeting,a'rry,31rr11

on a shovr of irands r,rnlei;s aijcjl i

sho,,v of hands) ierira,icled:- Ii,

...,
cn prit t9. i[t'vote o'f ihe meeting shail be r,iecided

s ( beibib orbn ti-ie decial'ation o1'the resuit of the
:

(b) bV at least tlrree members orestnt in p:r:;c,o or b1'prory; or
f

(c) by an;z inen:ber or iriembers preseni in person or .by prory and

repiesenting not igss ihan one-tenth of.the total voJing rights oiaii thr
rnembeis havr4g, the riglrt to vote at th: m.:eting; or

(d) by a memLer oi members holding shares in ihe Coinpany confernng a^

nght to vote at:the meeting being shares on vrhich an aggregate sum

has been paiC up',equal to not less than oae;tenth of the toial sunr paid
up ol.ai', the sha;es con{erriag that righi.

i ' 
Ial tiiat a ."rnlrtion h*Unless a poll be so CemanQ€d, a Ceclaration'by'the Chainr

on a shour of hands been cl#iiC- or cai:-ieci una,:imously, o; camed or not car.ied

b-v a padicular ntajority, or losi. a.r:d an entry to ihat effect in th btrok containing

the minutes of the proceedings giuhb Ccmpany; 'shaij be ccnclusive e';idence cf the

lact r;'ithoui proof of the num'ieior propofiior-. of ihe -iotes recor-deci in favour ot-or
agalnst such iesil ution.

E;<cept as proi,ida_d in Artic-ie-58 of t're thes: Drese!|s, iia poll is dul1,dsn-landed it
shaJl be ta-i,,en in such maLner as rh.e Chaii:::a,-,'du:cts, and the pesult Of the poll
sirail be deemed to be the resoiuiion or' tire nceii:rg at which the poil -ivas

demanded. 
'-.-

A pr,ll rier,a.n.1,.-:d on the eiectioi-r of a Ctraiim.an or on ir question of adjoLii-nrrerrt

sha]i be taken for-ihvrith. A poli der:.:uided c,n aiti' i;iitri- question shall be take:i a-i

-sr-rctr tiines as the Chaiirna:i of ti:: i::eeiing.citrl'..is. lrld uin-r' business olher ihirr-: titai
,-lpOn ,,r,,tuctr a pOii i:a:: ba'e,- t=-n:ec":<l ma,r b,-: ,,';,.1:';d.crl vzith p-errding the tak-rnZ r:i

a. a,--,1:. 
-f i1i j,.:,r1]ci fc, a p,:l! ura'r'iF';'iin.-ir::t'.'i ,'i :lilrz tilre.

1+

'In the case of an equaiity of.vbtes rvhrether ci a sltou, oihands oI on a poll, the

Chairma-n of lhe meet.ing at which tne show of, han,ls takes place, or at vrh-,ch the

poil is:d6itraldad,-Sr.,all not,.|ave a seccnd or casr;r,g vote and the resclution shall irc-'-'.:r
de;lared to hei'e beel ]ost.

)5
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:;ii?.rl ii,: a:; i:ii'-l rlr,ti :'i:':-'tit"i 3': ri lilr: 5:llrli; i'ii:l i'ii::;:'' r;'':; 'irj'i 'i'i ii

(-)j'l'rrc i,it,,';t';ittt'i (iilijr :-:'ilt'ir'lt"'i itlitl h':i:i l>il:i' it':'ilii';.'.'i..it,"::'.."'l-

(iirci:ff,Ciiit.lt i,l ,l;t-::.i:: l:l iii:'::-r'l lij'ri5 ii ilit'i: it"';'i Ci:l:;;l Si'':'1:''l::'; r-;i

iIl"eiIil-raii; u'; ';iLtif iLtrii''irri:;irii i'Jli-ulieiii'rii"::l: !oir.:Ciir'-:i"

i, 1;'1 ;r5 1,,r ii'i'l-liti llii ii:..:l ' 
' 

u

i.t,-J

rl .[

Ci

OJ

^ , 'ti.-., ii,,ir i',itl,,r, ,li,.;:-;liil:.:: i'-F:-Ll'y' Ciiir:;:, '.ii

Suqc,';t tO ail'i i'i.lLi:; Ji r ':S!'i-irl"ilrl"'l:-li 
ii/i i'rj::: !! ilr! t-jlJtii-j r':"-' " 

"'i,.:lassrjs ,li slt,rii:s. ,,,r'0,.'i,.'"";it!.'-1t s'il'r)itlli't:i'iuiht'i,"uiLililt:; i'rr1rl1t'iii' tf ::i:t :-t Ii
L)ro;iy stia'li i-ri',': oit':'r-rii' '!r1i1rt,1-'n,q ii;il t;,t:;:i;-i;,'"';'i ;rilsriil ii1' llirifi(iii r')r t):

[iro;.{.v silaii'i ilt,r'ie 'iil'-"'l,it'ii-'i'':il':ii':har':]iif ,'i'l"ilt1'' i-ri; i:l t,ii: iiillj";i"

Ir: iiir; rji.L:]e ()l-.iilirii itiriii'lr.s tilz :,,pie'.rli iliS rul-,i',):. '";iii'-: it:ilij:r:l:i il iiji::. \:'/i'l(lil''r;: i:'

l,{iist}rl. O:f i)),.rliOtr)', ,i',,if '.." ,rcJ.'pt" L li; llrt irl'iliLii:ii-}Ii Ojr i''i11:1/()ii:::j lif .Lre r-;iiier- lliliri

iioii-le;s, :-riiii ir-;L tllrsl':"rtr-'riir:'se;iiu''iiy lii'iei i irt-' i11i''1i1ii;lil:ii ll'/ ill:: i)i(1..i iii i"'it'1":ii iiie

iri,nlt; si:Lt',ii iii iilt :i'llltl';lci c; i l'"ir:iiti":t:l'

Ai'letribci';i1i1^15r-rilli-iitiliilC,oiiilirisrictiitli"'/iu)iniii:();iii)li::i:;i'"'':i:i;ili:1rb';tirrl'
.ot":rhL1','iil.gljrilisiiii:lrc:-:il-il'tirrzir:)'/'lnayiioil:'."1i11'':ii:::-1":r'9ir(it;vi:'il:'ittiii:ii)1'onn
pcll, i:y his ci:in.,-,'iiei, rut:ii\re'' cuiat;i" boiu:i' t') 'l*tt:.]'tlsr'-ri'i iil ilii': ii;Li'it:': ''rf i

c()r:ilil-riLi-et, recer-ler t-''l' ':uralor L-''anis iti-'i:ciiri':': L-'1" ihirl r:i)tiit' .'''":.::t:'.- 
tt't''

coii1r11]ilei, receiver, c,"rr-..rtr;r L,orti.s c,r c,ihe,. Del'ri()r-l'rilri'r, r:)r-i 1r.'pt)ll, '"':'ia., i)l/ ilil];'y''
:

t{o ruember sharil br: enLitleci to vcie al arly Coriel?Ll.ivi'rlii15,-lnla''; aii caiis ci- oi11ei

sdrns Drssenrl,, poyotrt. o-, tin-, io ,"apttt ol'shtLl'es in ii'i; cor:rp:''il1' lrave b*en piri';i'

.J

, :---l '^ 'l'' -: Oter e:iceilt at ihe meeting
No o'b,jection shall be laised'to ihe qu':lificaiicn of a'i1;r '"

or acqli*_F.ditleeiirig at vrhich tt. voi" f"'rjestec tc.]:: given or 
"erriciec' 

al-:c evei-'u

vDie #tT?iisai1o.,,vejai suclr meetiiig si:ail be v'!y ior all purpo-set-'.,f.'t*"'

objecrion m.aoe lrri*r" ,ir*r,r,"ll lt 'Jf-t-t'ttl 
to i-i:e Chll:i:an oi th'i r'"'ei']-'iing' 'xhose

decision s'oalI. be ttnai anct coiiclusrvs'

Or:apoilvoiesriaybeg-,iverreiiher,-.r,:s1.'iaii]ig;iryDri-',...i'.

PP...c;,,.']ES

b+

6i

6S

51.

Tii-tirrsln.rrieritiip.'oiniiiigaero'\:l'lshillbeiri;r'iiirg^tlnd.tl,tiieh1l:.1'1''-f,1it;
e.p'Cirlt.or cr oI iis al.ion-ly Cul;v au'..rci-i:]ed ir' '''i-'itin': or' if tnl ai:rporlirl' IS tt

ccrprration, eiiiier-.,-,ra.r r.ui oi,-,,rd", i-: iia:l:l [ri'i-n oiirce;'i' s-tto:r'r3i" Gul];

authois;i. -4. 1.'rlrr.-y' neei rroi be a i::ember c'f ine Cit-;tpiliy'

',The insfrurriBtt n-.rp,iiniing a'pro;(y and tiie powei- c'Iur.orne'i c]i-oiilel ':r'ii'ili;r-ily 
rt:i

any) r"i.nder ';liiicii ii is sig-,Ied or a-notaniiil.1 certiileci Cop..i of ln;:i po.;uel.Ci

authoriiy siiali b: a'p"'it"i"itrr* Otttt io5 o' srich other-i':1lj: 
]':,-t';;::lt;: 

n"

thai purpose in ti:" notice convening,-th.e ,1.:etin.g) belore tne iirne to. i-rl:r|iliitg il..::

rleetmS.]oracijournrlclmeetLngatwhicirthei:ersonnanrediiiillelilsti;ir)::il.
i - +r- ^- u-ncp nf L pol1 i:tie :i -<r:bseqile,nti -v to ii:+ ..".l'l!t l;; i

iilcjliosis irL v,:tte. {)t' 1ii ti(u Ls)r ui 
,rr ii-,e li.i,.il:; i i.r:,: ,.,r-,1.

,.-,:p;,r'r,.,i,,r;.,a','..,tt,,al1l 1t,tr*ii"t;' f3[r--:le iiil tii:'r't: i:r:i-'ii;lit:i :

rt.vv!r'--> _ -

ln,: ir-:. rlciiilrii i- ''t ilts"i'tin:nt iiEro'<-"':hlii';'i :i- iii i:-;ai:cl ili'i'"ili''-r
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1ttl

Tire inslrLrrncnl- appr.,;11 1111g a proxy snlli Lre ii:i ii,: 11:i!3v,,i ,lg il-rnii c,r su,,-:]-r utj::i-
foilt irs the il'ii-*,-iiii rTlai/ aplrro\/e.-

" i:l hS'I rtF' Fi Cr, i.i C i i, I?.E li'i t\r EIU E S Lil\,I [TE. i-]
"I/ \r./e, '

cfi
'oeing a niernber/ rner;rbers of,the above-namecl com;rany

hereby appoini

of

or failing him

of
.!

i.I ..d

n mi' / o,tt beh{lf at the(A-r-nual or
Vieeiing oithe Comoa:t;,, tc be itrlci on

, a.lrlht an;r ad;ciu.,r.,..*nent thi:reof.

-signed this 'cia1i 61 . , i 9

Ttris iorm is to be useci * in,favour.of ih: resolution(s).
against.

+ '.: , ,,:

Unless othen,rise insiructed, ilie proxy rvi.li vote as he tirLrks fit
+ Strike out whichever is not desired.

The instrument appointing''a pioxy sliall be cleerned to ccnfer authority to dema::ci
or join in derna-nding a poil- . 

--' 
.. .s'E+-_-r.'1ti:-+!

: ,-i .. .. ..: 
--

A vote given in accordance uith the tei-ins of al insti-'.rrnent of pro;{y shiLii be rralid
irotwit,hstanClng the previo.up..death or Lrsaruty of the pnncipai, or revocatiorr of the
instnunent of oroxy or of thqauthoriiy, under rvhich it was executed.,'or the trar,sfer-
of the share in respect of wiiich'the instrurnenl of pioxy is given, prcr,,icied that no
intimation in .;'diing of such death; insa-r-uty, re..,ocation or tra-rrsfer as aforesaid.
sirall ha,re been received by tire Company at ihe Office beiore the co-mri:elc€rneDt
cf the meeting.ol adjourneC.meeting at ,vlt:l the pro;<y is used_

C O PJO &ATI ONS A}{D G O I,,EF3 hIEt.{TS A CT]i.i C iJY

FISP RESENTATIi,'ES AT i,iEETiir GS

. 3^ny corooration (ivhethei a company within the mearring oi the Act or not) or
gcverurrent ',,vhich is a member of the compar-.i may authoiise such penon as ti
thi-n-lcs fit to act as its representatir.,e 4i'any meeting of the Company oi oiany class
of members of the Compai:]2,' and thd person so authorized shall be entirled to
exercise the same' pbvrirs'bn-b5half of the coqporation or goverrlment which he
represenis as that corporaiion or goverrunent could ey'ercise if it u,ere an individuai
member oithe Company. A corporation or Eoverninsnt rvhich is a merhber cItj-re
Comnany r,vill be deemed for ai.l.purposes oi'these oresents tc be preseai il per:rbn
at any i-neeting as aibra,r:rid at which its rr:presc:ntatj.res duly authorised uniler this
A.licie is pies:ni.

as myl our Drox), to votel,for *u.,fus:q
Extraordina:-y, a5 the case nid1, be) Ceneral
the da), of '\9

69
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u:ii'riljii'--il l:[t ;is i-"i;-':'i 
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1 f ill'-;';1r-'1:i :-:i i-'ii-';l'
iS ti [-,ill,,:it]i .trt'thr:: {l'--iil;i)liil'r' i'llJ';, i-rf l'sljillriil'ii'i i"[ 

-ii3 
t-'(")ii

qr-,!jeniiiiE.r;i.r,:.1.r,, :iiiihr.;ri:..' s,jcli irci:iiiii iis ii ti,itJ:: fit it.i Il':i a-; ;1-' ;':;--;i'r:;ijil;J"'ii"i: i:i

;-1;1.,, ;iler:l:iil1 iti ti,: [joiriii crr c,i Sjli co.iTu-niilee oi il:'] i-lr':r:'; i-:-''i iiiFi i):li!''i! :i'--'

ar-ii.iil.'i'ize:i:;ltir'iL-,c riiiLii;':':l ti-ie;'let'cise iii';.s:lr'';p'tc"!'Je! :; '-r:l i'':''li :i '".::l;i;t:'l:'i''"'

";"',i,;;'.;;,.,,t "r^i.n 
iLi: re';,i'es'-ii:; es i't:ei c.r'irpt-'rar'i':'iii i:r -al-r: 

1: t'rirrr:;i)i 
;':r:1li

':'- ,i r:f:r'i,e floiil;'ii'i 1' ':' ':"''-;i'"-"::ir')'' 
ir' l-i i'li: 'r' i:r....:,ti:,c ii' it ',','i,'r'i: ali iiir-liticuiil ij::'';cii-

" ;1rii'i'tcr, :iii 1:i'it1-'ii:l''".':I iiic:r) i']1'c3i:;'t;; i i ]'r:
l)i''er':i'r;r ci t'i:'t i-lr[.,r't-arr'i 

1;::^l-'- 'iq::jiLrlir,iri ai r:'r]iitir'ir'':; ic,Gi'i:iieirl:iii'i'-: tlrri'i
i.}rfLisniir.ni:iSt)iiai.aLit;.ult1Cillj',J.!,=j.'....,4.,.
a,;riicir'i'r:e,-i '...,-,C,.-i: liiis ,d,.i ticie is p\;'rslco't:: t.d't' . , '1' , ':'

.:.,' !

, l: i'j.:-E.fj"i if {iS ,

?

'l'!' il)

(5)

T!L',; 1';;i'i.;ir.,r:; s;iiilli be clSlirt l1i il1i1ir')il'

-i.rit 
ir,,ii,-ii:i:,1 ci. Lhl ],-*' :ih;irc:; ii',tili hllve ili.; ri';'l ri i''r nilr.,'rJit'.rt t''-"'lr [)trii:";ri

',,virc :iii:iii l:* c.i.i-Le'.i 'i;:". i-lii';::li;''lr"iil':l .}i'ttqli:i:; '-ii iii'ir "'!1',-iiiir:e; 
5ii;ili ;i;i1'r':

,',"', ii,it. t,., 
"ii,.r.,i,,i 

t,'rrr i :ri-t,-.i liir; illiri iti:ii i ire'.;',ii;.i 'l:' i)i';'''l''r:::'

'firc il+itiei':; c. liirj ' '.l'' Sili'ile! 
''t1gtr7' 

;ri 'any tii;i': iii"j il-rliil l'itiir: tr: illii':

r3iu.cy..: rr.1) '1.'Dilccti-,I aarrl njal/ zrlli;oint t'.nc"i'ii ilijr5o:I i;l i:'i: "'-'Learj 
i'Lili-l

lna.;r fill iirij vli'iiiilci' ii'' tirt-; r-r iilc: cf 'A' Diiecior:i

'I.i,e i:lolders of tire 'Z', s,hares may ztt a:ry 1-inie a:ii:l iloili tirls ir: iiiiit: rr:f:io'rc

a ,,2, Director ancl ,ooi o;.poiri ir.totii':r Perscrt iil ii-is steiii e''i:tC inii:f ilil i'n;r

',racailc)/ in tire c'[fice ai'Z, Direciol's'

I.lo Direct,--ri or aiternale Dirtctor shali ue eppciuieC 'iihile ire is iir ?'ily \i?'a\)/

enrployedoiengagecl'bycisecon':ledto.orlroi::anyoisercoinlrtlily'or
person or 'iloti,r' .f il;# "vlhether :c?:!orxl:u l' *lcerlring on 'ousiness

as fi:ailul-:lcturers ?-tn^t*t3rs af oii produ':is' oti]er-^ii.tan Tn: Eritisn

petrclerllil co-pr,.r-,r.'L-inite.l. The sireii Pe'ri.cieure Ccrlpar.;r' Lirniteci

calt.:i: peiroleuni -cqrorolion, Ess,i A-irica lnL:. oi ti:.eir ':.iiiiia.i*s.

I j'r

t+)

1,1 .fire reinuilei-aiiorr o[ tire Dirr:ct,oi"-; :rha.li tici:: tine tc ti;:i-e l:e ciieiraire'j t'y rir;

C.or::par:lilnGencrailvieelins.Sucitr:ei:iui:erarionur:i*s:it-'iilr:rii'is':1ro'zi'ied';1"iir
Ccnrir:mylrrCenerallvleetingsh:rlibecleeme-Jt:.t'::'tt:fit)Iri'''ra-'iicda-v'Tiie
Dirt:icisaniiAl'icrrr:rieDiteqi.or.Slllava}sc..bepaii';:]iLi'',-iir.;.]':::'1:..;jl.:-:t:
e;ipei}Ses properl.i ,.,*.-".r ,, t|rein in ati-eniinggnij ltitil*i:t i;;i.-.i nle':iin.3s;i i,::.:

Et,ard cr o I i:ly cc m:-nitr-er o i ih. E.ca, i ,or c eriial i.,'it:'iiLgs t'' I Li ": Ccn'l an"'' ':' r I I

c,;rutecticrr *'iitr ths buslness'o i the Coianany'

- ,.L- '--*-.-.-., i".

The sh;rrehciCing llualificaii'.rn ii-'r Dr:ectci's 
'ill'rf i-'e ii;':t': r''i' ihr !-:ilnlJiril'lJ iir

Ceneral i.leeiiirg, *A *ii.r. an'l unlil's+ tl";eC rrr-r i1i:::iii-zti''rrr:ir'ai!i;t'rtciuired

- i L ^ -'- becoae a I)ire':ici o: c'iilci till:'i1-l'i': ''A DireciCr Oi lile Coinr-':rr.'/ illati L;c ui L'E-utrtr," '':'-":: "_ _-.-^ ,--,..r;,-r,
r:ther,ise iL'.gv€si.er-i itl. an't caniil'iin)i prorrioted irr tii: Company cr il vihrcii'li'=

cornparrli rnay be i.,;;;r;;i ;rh;.i"i,.ei c'i'oii'ie:"irs':' at'i no'su;ii Ii'rtcioi s'r't

be accoiitiablz to t)-ie Compa:-'rv ior '1i1-v rzrnuneri"ii ':rn oi 
-olhei 

trtnei-lts l'er'-el"'i:-1:j i."

h.ili' as ei I-)irectoi'oi' oil-Lcat oti' t" iioi:r iris iiteii;:;t il-' st-t':i: r:ih:r' toilpLi-rr' l'|[li;i'::r

ili,: C': l'ii- al ;r o''-iicru i ::: :ii l'e-- t"'

na

,1 !/U
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Airy api-.3int'1ent (:irclucl.iitg tiietiliing oi a v:.rcaiic-,;) orrelnol,'al rrr':r Lirei:lL:i l.llrr-ii:i-

Article 7l sirzrli br cffccted [12'menro;:r:'tiui-n ii, r,"i'liing. signei b'1 liie ]-;iii'i(int
iraving the pouiei oi'appointrltlt cir rr:n:cvel (cr in the c:zrsc ol ccrii:?artir.:!; l't ,'trr::ir
ar-rthoiized glirccrs), urhich strall.be ieii ai iot Rt'gisteicd Oiilce o['tiie (-oiliPiln-v

anci strali be opcr:il.rve upon Such r-,.,eryrc-ri'a,:dt-,iu 1-rei,i3 i.:li tltersai Ci'.tlplil :;ttch otirlr
clale as may be sprcified in such nleiutli'aitii'"triL.

.. -t -.,:...

Subject tit ',.'rn si,c--cial provisiorrs oi his ap;r,:,intn{ent iinriiiiig ttLe terui of h!s teitu:c

of offlce, c..-ry Dirc,:ior for tli.g iir:,re being oithe Corr,pa;ry, ho';,'soei'er apnolr,tcJ,

shaii reinain a Director unti.l {g,"ac.ai.s oifi.ge.puisual[dc tiioprovisiclis ,,rf ;r.iticie

89 of these presents' 
, ,-,: ',, ' t:: ,i.liii1,:, i .; 

' 
,,' 'i.' ' i 

" 
. l.i,l:-ii. .i .:.-

BqPi-Ytt'ia,ii]'ticPOI'\'}ER': ;=.' ; "

Subject tc A-rticle 90, the Boi'rd rna,1, fiqdl; iin:ie.to time at its qiS'r;.ie'Lion e::ercise all

tI-Le pov/erS of'the Conrpany r'.r bgrre;v 9r' ratSe cr seQr,iJe tlie t,aitnelt of an7 sllrn or

J

Sut-rjecf to /..rticle 90, the BOarC-m:r:i raise, or secure the pa-.r',=ncnt o" reira;itnrnt oi
sncit surn or suiiis in such,m4nnci- :ia,l upon. sitch tit-nr:t a:-L,J coni.llicrns in i:,Ii

respects a-s il. iirjlrks fit and,'in pr-r-tic:r.r1ar, b;, tire issuo oiiebenl:,-rres,iitlrc i)iitit;,alt;
cha,-ged upcrn the undertal..ing and a,tl {)r an-v of the prop3liy (Lri;th pres;n't zirril

future) and ihe uncallecl capital of the ccmpany' ior tlie time being-

t

82

The Board shali cause a proper Regist:r of Ch4ryes to be kept t-n acco;dance w'ith

Section. 105 of the Act and shalJ duly iompl;' rvith i]le requirernent-s of Sections 9'5 ,

97 and 98 of the Act in regard to the registratio:t of'charges tiierein specifieC.a:rd

othenvise. ,

PCWERS A-}iE DUTIE! OF DIRECTOES

The management of the business of.tha Company shall be '*zested h tire Boa;d

which, in a,Jdition to the powers al8 authorities by these presents or clhemzise

e;rpressly. ccnferred upon it, may exercise all such powers a:rci Co 'ii such acts ano

tiring; as'may be exercised-o.r done by the Company and are nc'i hereby or b1-'tl,e

Actlxpressly <iirect'eci or required to br: exercisecl or cione by the Compan-v il
Geneii lvleetinf, but subject nevenheless to the ,cr-ovisions c-,f the Aci ani oi ihese

lresents and to any regulhlions, being not inconsistent rvith the aioresaid

prcvisions, from time to time nraCe by ihe Coi:rpa:ry in General ivleeting:

provideci that no regulalio::i so rnu'd" shail inv.alidate any pric:r itci c[ lne Bca:d
.,,.uhich woulC have b,i:n valid if such requlaiion ha,.i not been raaclc.

The Directors may from ti::re to tim'e a::rd at any time by poi'ier of atiorne .l anpoinl

any company, irrm or person. or bocilr of peSsons, r.rhether noniinaieo drecii,l' or

incirecily by the Directors,'tp be the aitorney-. or afLci-neys of the CompanT ftlr s'-ich

prx?oses and i.vith such poirer.S; aq-ttr,-Jr.ities;:'and discreiions (rrct :xc::edrag lhcs:

vesieC ir or er,ercisabie by the Direciors uirder these presentS) and for such pei-ro':j

an,1 subject to such condttions as they may ihinii fit, a:rd an'r such pouzers r-'i'

attoi-neymay contain such prov;isions tbrthe prOtection ani conveaience i,iot:rsc.is

iealirig with a:ry such attomey as the Dte,:tors rnay ihin-k ilt a:id.,-na'y aiso euihcnz-.:

any such altomey tc Ceiegaie all or u,'y of lhe porveis, authcli.iies and dlscreti'r:r:

.rested in hinr

lo
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Il i:,:,i .ir:. '--- lli L,C,artl i:i;il, (SUL)i3ci Ll'r il'3'5;1';;vi't;ri'i]3 (if ii'r';:;t':1;';1:l-";;Jt:i1. 1-liir!:'j' i:'ii(:i

:--:,,-.-i ;--.',*,1',.,,,.,,i 
'-,,:,v 

tiiil ,.i'- t-ii rt:? )"lilin, ili': ['er:i:illj ()i il-lr'";:-il' ir::Ji'sic;
,,'il , -rJv:l I -:. -:--_r'.'r

li;:iilel :iir'ciii', q;r ii'ili;r::;;iii",illi'':'uSlr:ii r;i l:
(i) A LJii-ccit:r "i'ir.t 

i:; iii iritl'.wt!,, ';,u' ., :.., ., , -.,.. ti
cDr::r1:I Cl [)lr-;irlr:j''J'i 

( o,-ri'l]Si wlli' t"iicj rji;a;i:plt'ry :;iLilii ilr';ri'-li''j tliiillitir"re ':f iii''

inisrest ,,i ,, ,r,.i,u.fi,i fn.,E,:'-ri:11;i'a.,ci.litlaj.lce 1i,'iilr S:i;ii':r:l't"i'li'; :::.i 1ii: 'i''ct'

,-' , .:":'
f -l) f\" I)ire,;tOr- ,;iri: lI i;r: a,L ii'ir'iii]/ l.t)'/Oi.i ii:,-leSil'-'c'r. ''-'i arr;"'-:CrLil-iirl;i' cl'i)iC'ii'')!iil

q.:lnt: irct ,,,,lili iiir ir-,,r..r,rr.,;fiin t"'*icii i'ti'ii qi"-.',tii''-'t i:'tii'i;r-'1"' 'lit:i'e:;'-:ii 
iLn'i

itiil.r, i.ic ii,)i1Li.r-:r,1 ilt i!'r,: ,,, .-,r,-r,,,, !lestrit ti', a.iii' lll'3::iiii'':, rt ';'"iriil'i : 'l(:ll i;r'uti iirjt 
'-'i

pr(ji)()_iecl c(--riiiraijl. is c.1i..:ii"Ccrtxl 
.,1,,

(i) A. l)tractrl il-,;1',' ii,.l i .iii" r-t :i'r:t' riiiir:-: i',r pill;': iii";i;l'f iii r''r'i-'i'-l ilii: {--'':ir'rtii't"'i

(0il.r,:r i'rii,n ii-r,-: olLl,..u,.;i';-.ii,-iiioi') fri cot',i':iv;.,i:)"r] 
:l'i:j:'iris 

r;ii'rc: l;i i-;ii.r:c't'.!)t ii'i

such Dei'ioii r-r!':l ()ti lit-tciI ierftls ('1s ic r-e4ltllierJlic)ii iil)C oiii',:ri-';risr:) itil i'itu ''-lr-'ilii-l

rr.la)/ilerenlLltiir,iti-L(liiq!!1:;cioi'orii-'ieniingl)irecic'rsll:rllbeciisrir'iztiricdLl)ti
ius oifi,:e ii-,itii cor.,irricring ,;riih tire Con:pa-'1) eitlier 

-t';iih 
ie gti.cl ,r 

l..t-- :::ll::lt:
anySuCi}r-lihelo,licecrpiac"oiprofiioias;t..,e.llcOr,p'i.irc1],.\StlrJi.Jtnei-'Vise'
nor Si]ali ait;i s'.lch contract; o.,",,y con|rlLct 0r al-iaJ]gem.nt enteied inio by or

on behiriI or,lu, co,oi]ally'in."ttiqi 9'ily Direcror i:; in'art'y' \Yay iniereste'j' trt

liable to be avoicie(i- nor shati any Oirtcio-' so.contract:ng.o.t being so jnteiested

beliabieislc'ssrinttofheCcinpanyfora:ri'pio'iit.r''aiitedbyanysuctr-cr:iitracr"
or arrangenent b_/ reasoD.-or =].r"t Diieito. htrlcling that ofirce or of the

Iiducia,ry rel rtion tirerebll esiablished

,.!\ .\.r\r--.-+.-.- nrirvrihsian,Jing his iiiieresr,, niali b€ cor-r:-iieC ia the rluoi.Li::il preseai
t;+') h' r''itr!''Jr' 

;;;;;.;;-;ir:".i o'y'otn"t Dire':ror is appointe'ti ig li'*'ru 
':1, :;:la^i anj/ Ileeli

otirceorplac.eofprofirundertheLlompall/,orrvhereatti-retern"'soiulTs'-ici
eppoir.i.ru::n;-*- a-ral3'eC' a-nci t-ii '*u'' vote on any such apiointl-i1'enl c'

ajra_r.s.meni r-,rilci iha:i:1is o1vn aipcintrnent oi tne atracgelneiit o['i-hi t'e:lns

;l- =r=.-,;

(5) -r,.:ri; Ijiir..:i,:r rilt:,.ari'.;7-irins;ri.:: n,t iirar-in zr 1:iolissioitul ca1;ar:rtl" ior ih'c

(-i,-:-,:,,r', :-:'ji'l iir:'.-rr i:is fir;r shali b': eqiiti:'j ic r:inilLei'aiio:.i lirr ir':iessiclll
v'JiLt!e:r -l

ser'r::.s :-', ii ill; \'i '-:i'3 1')t- a Dii;:cti-ri"

Pri','i,:,:r :l':zri:i'-ri:-uli i-Lr;tln crrriiiili;rl silaii aui'bcri'"t a Dire'';tor'';i'iii:r fi':rL i;-'

3.(l'i :tS -.ilCi.':i', l'l ifii C(rilirani'

A-llcheq]-,e:;.p;.'.:lriissol;'nr''ies,draiis"i;iilsofeA':i'ilng'alloothei:negcI'i?r-lilea''ii
transiei:,1:le ir,.,l;',tr,t.is sLr:rii be sitaed' clra'''" n' iccepiei' erdo'sei ' or olh*i'"'is'r:

;r;;ili;; ;,';i,,, ...;.t 'riy 
be, i* such nraniier :'.: tii; E:'::d :.i-iiLl1 'Fo,' iiEi': iir -i:t"r:

b V iisr:ri iLti';'i,'.lt-'i-t:i il'tt tiJ

l

eiUI

i'l



,
CQo(i l'lre i:Oaici s;|ziil cair:;e lyituics tO bc i':r-a{c ilr.bc;o}ls pi'o'''iCei-i i1r iti': i;)Lilpiise:-

(a) c1f aii ;pr;;iiiltmeni_s sf-officer.s irraije b;,ttre BCa'u'c;

(b) of the narnes ci the Dircctors DIcs.rr'r at e:,.:ir rlri:iin3 0[ihe Bcaicl anr]

of a.,-ry con'-mitiee of'the tsoa:-ci;

(c) of'ail resolu[ions and proce.-ciingS al ii -.c'ii'-:gs oi tne Cuirpanli arrd

of the Eoard 9::{ -oi"1+V :"tit 
t 

ftit}rilqi' es &riricsaic'

z,.ircl evcry L)iiector preseni aq.zuiy..nreetintl oi't,'tc Bc-r:-.ir {:}:: 'Jrc a c';mmiiiee of ttre

lioarct shall sign his nairlc in a .bli1k to b9 lrt:pi tbr that pil.ip'r:::
. ' ii ,..,

r,'i s QIJ AjjtE:T! srr',or'r cF D iliE' crc ils'

' 'taj?; 
.'

The of'r-ice of a i)irector.rir*i'ttb,r,lactated'rf tiis pi1"":tor i-
. 

' 
;.! ." a : I

(a) ceases tc !5 a Dire4orbl,virrr*cof .Si:ci-icrir iSri an'i .lEo of-tl:c Ac:; or

or cornPoSition rvith his(b) become bJalrupt or iilbkgs {0Y a;rrapgerneilt 
r

(c). bec.r,ni.:s prohibited from being ;i Di;''-:cior by iea:ion o1- i:rry order riiadr-'

'ttnC,cr Section 189 of lhe Act, or i '
.:

(cl) beco;:res ot'unsound murd; or :

(e-\ resio-rs ]ris oifice by ltotice in wiiting io t!:; Con:cany ; or
. \!/ 

l vvlt.

(f; is rernovsrl fiom office pursuarrt to llie provisions of 'A-rticie'13" or

(g)beconresemployedoi.engagedbyorseco;tdedtoanyoIthecompa.rries
or persons oi ,roay"orp"rroo. referred to in Clause (5) of Anicle 73 .

.l
i

PROCFFDINGS OF TEE BCAF-D

The Board may meet together for.the dispatch of busiless, adjo':m ancj oih?ruvis;

reguiate its meetirg, ur"i, thinks fitt:A Cteqtor r:rgy, arod the Secretar;r upon the

,"[,.,.r, of a Directo, snaU, at any iiine corlven'e a mr-ting cf the Board ancl shail

give reasonabie notice therebf to tne Directors- Questocs ansing ai z-ty'meeting

shali be decicied by a majonty of votes qnd i+ ile cas.i 
,c1a:i 

eeualitii cf v-oies the

Cliairman shall not have a second or casting'tii';, p,.o-v]d_eC that no rasoiuuon shall

U. p*."4 on the follov,ing malters unless noi i..t -Lr-:el] ''{ Drectors vote theiefor:-

(a)incivi<iualcapit4lexpendiniSeiteiusi'r.leIC-iSoiK'Shs.iC'00f-t,000;

al of assets having a_n orig:nai bock value i:r e)icess oi
(b) crstos

K.Shs. I0,000'000;

(c)ccntractingofloalsL'reKcessof'l'-'Shs'i0'ir00'000;*
(d) anv oih., ' contract iit,zcivinq coa:r-:iturent iil e:'-cess oi

K.Shs10,000,000; ._ r :_..:,ir*.. -.....{..

r oi rhe i':iirions oi'the Conlpany to inci''ide(e) the g;,.Parsion or aiteratior
. ar,v *;!v ac'rivity of a nature substa::tlally oiiferelr fi'orr thai cf a

refinery o*n"..hip a-ii,-i op,eratir-:r:. 3:i hitlieno carried on, includllg

eriie.sion by investrnent iii tb-ir,j i-'e-i-ii' ruideri:1jngs '-:r by an",v oti::-r

i.l]tai.Is. : '

90.
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ili eiili, -a (i i (i i .) :i'-'- :i )i j

:lililoilrtird r-iiir:i.t,-.i'il' ii l,'l'r

ll,i; ii.i.:l-t;Llcli.iii t:ii'iil:.: l.i;.'-i:il't:':l i'i ii-r'* L;';ii-i'l 'lii;'i: i:t: iit:'

rli:l';, ii, 1:.:1,t,.;l r.;i' !rj,j;ii::''rlrr':'l l:i' lii:i-ilii:'i 1-)r:r;';;"; ;

)!-

(::
:iJ

iiie c:,,.rniiir,:i.,i !!.llyttataii; iIls)r xci lioiiv,il,il;j;i'-"irrg xii!',r'i"criii(ji iir iii't:l i i;''r'i "' i':'''l' ir

.ncl. so Ioi:i,g iLs thcl, il,rin'r,e'i Ii rcducesl [1ir-r'{ lhe ni'i;ilbi't.ii'leit by ()r i):-li'3tliLi)i :i :l::
IrSulili.icr-..is o! ii'tl i-'-i:iii,t;i,'' ;i.,.ll':, tl-:i:i':;sar)"lcitigli'lil ti.!ircii,-;ls' iiic .']"'-l,t''lt'::
Dii-ecicrs crr j)iic.;Lilr ,1ir;n aci io.i iiie;;,-lr-p.,ii;pr-;i:i!tf,iiiliit-::t-,;li eL t-iencill i''133i1;i'i rli i

,i.," Cor,-,1r-'"-,;', 'ut-li i'-'i lt''' c'il'r':i: i'riiip't1'si" fi .1 ,

'-ilte 'A' L)ire,:'.1)f i iiii:L'v e le'ci a rlirajr#-]a,'i'tlillit': i'Lcu;i:.1i5 .'i ' 
rtri Tiio''il":l r' i+

cieter:-,iint tii,: 1i.:i-lirri 
lic.. '.ririch ha iS i'6: ii'ii'.:-,otiLc',: lriri ti' ii(:i :,u'-'11 '(lliiili-ili:'rt i''

eiictaC, r.,i ii'lti :,i1, tli:.:iillg iilt'f:1air11''''1';i19i:lilrjr:r-r'::ili, ^lii'lliii iii": lririi-i Li :t;:1 iiil'l;i

;;;ii; ;pp,:;.,ic?I,'t,,i tr.:,i,:iii,i1 ia,: tsr.l.,;c, iii3.'J)ii-':':tt'::':Prei:r:rii ::rai" r:lir';ri:;' (ii'ir-: f i

ti-1,:ir n',ir.;ii.'*; 1.. i-ii; l,.liilil'il::.ii ali'fl',t' lar:;:iii:g: i" '

,.:
'ihe Li'Jl.l,l i:i;lt' rlir::ii-::Izir 

"1t''it: 
'"'i"- lis i)ij'i"'i':i-i i':i t.r'i::i;t'li!::t:-.11'.t:]:tt:t:. 

-": ,;ttt..,

il.ii: e1...:;i;ist: ,..,t ',,.i 1;1 i],t\.ic!':i so rici:glicii , t,';ttiiri'tl'.r ir-r liif i i'uiliriiiiii't-':; r'f ilr ;;i;i'' t:t'

iinpr:::*,:i cil it l;'i ;i ,r ilc;i";cl :

'eii i;tl $'i:) ''i:lTri){i L-';' t'i:lr:'rhe rLr":erings iu,i-i pro-eetiriirg;i of art;r cor;ir:iiit': tt-'-'t: :t:^I':'..1:,t,. 
t 

.

ort:rirlr"r h"r;riti c,;ittairred for iegulatir*g, tiie r::lelinS ait.-l p:ciee"it:t- ]:l l-"
Eoar:C :;o iar ot llit-l :s:'.rn': ard applicable and' ai;: rtrJi si;'ptiogd*i ''ri' ir'nlrJ rerluiaii,riis

lfirF,osed 1,,y tne Doa"id uitdir 
,[he 

iast' lrrecc'liilg 51it-:ir:'

t\r 1-esc[ut],jn il wr-iting signed by,e]t tae Direct':" ft-r't'the tiri:t ''ueirr'4 (':-'r i:y tlieir

respee iive airrmat.es a;e;;t.; .,-tna.t 
;iriticie 9! rrf thes'e presen''-s *iih a''rtlicdtlz 

"c

sigri sucL' resoluiicn) ot i'y'"tt tne mernbe;s of a t:'t""1t:.",t- for the iirn; beirg s'liilli

,oe as vaiid ono .fi*"tor-t us.ltr it hed'ueen passec a'i a rr:teting oi'tlie bo';;r';i' ':': es tiie

cslse inaji,1,.r:, of si-icli comrlitiee iuiy caileci a-nc ci:esiituied' $ur:h rescilliit:)n tn;r1'' b"

cr:niaineC in co.: a'.t:icLtniei',i or in Se'ieLal CCcuments in lii;e lbrm eacl s'igir:d b-"/ Olic

orr'ioie.;Iti..tDirecieisoi.inii-flie.iscftheccin-rr,iiie:Coi.LCel-IIEc.

AJi acts':lci-re 
''c"l 

i-.1:,v me::tirg oith; boirc ci-r>ia cui-=i!iit-:rl3 cf in-e Biiri el l;'i 2;i';

p,erscn aciing,., n Lr,r-,r,crlli..ili, n,lt-rvilnsta-,'r.i;:u1::-irei ii- bl':f:.i-."'i;-1,;'-is':c';cr-ed

iiie,L theie ura, ao,rr* ottici in r'r-^e appcintir:eni oi,aey.Dii eclcr cr "teni::r c' i suci:

cL)ix{l-lit.iee ,l'r ijiiscil a:-i1ng as afo;eseid, .'-ir inar' ihei' r-rI i''li Dl theii"""':t:

,Jisq,_raiilleC',.:r iLil ur,:-'l,]J;ii:,r*, bg as'ir.l ia:rs ii-':'i.qi sucii;':i.:ruri iiili b':;n ir-li:"

aFp,rliliep ci t,i'a: ri(.1i. cjriSiiuaiiiiec.or hri:-l ct'';-:il'''u':'-i.ii *iiice

The Eoarri B1n;r'3ir,/irid s.peeiai rer-jltiti':;ai'i'Jii ouir-iiire i:n':ls Ci ii:e C'f,lli:i':'"i tO a:i;'

Dii-ector goirig c,. resi,lir,g-abicad -1, ii* ini:'es*'ci r'1:e Cciiipaii'i c-' iiiic'3nai-irr:!

'ii 
r,:ir3;,r-..,r:,:,ir,;"oll"'r.'i-riu=foili riiiuirtci r.t l:irecicis of a' 'iolllrjxir"':;il;-r'ii;r' i;

l:i

I
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(l) Any',4.' Sl,iu;:irrtli-lei'may a*, any tunr: apn,:iii,i ollt; oi'Inore f:crsclis, l."'hciii;r

I)irectors or-ttt.ri, to l-,t: alt-ercate Directois ol lii': Cot:'r1;'iiiy ciircctl;" itl Lhc pLiii:c

,:f a.r1, pariic,:lai itCminaled 'A'.Djre. lL). iliiti i-ila'i at any time Ie;no','e fi-Olll

ciiice a:iy .rlietirat.. 1;i1sr;icir so a-ppoinlcd. l.-rr aiieraatc Director shail nct t'r:
' 

-iirleci io rei:r,ve,ani reinlx)graliun iroln,iilt C)tirnpa,ly: but shali ile erttiiieri lt:

ptrform ia,se place oI the.-reicvart rrr;ntina'ie,'-[ '.r'Diiector such oi i]le

iir,ctions oitle rr-,lminatqd ilt' flirec[or as a I-')irectoi- ol.'ihe Compati'as t]re'A'

. 
qliorl-rrn in hi;' orvn right i:.rrl tra'/ing hi; o*'1_v_1Le ai a u:e ettng'

(2) i,i:y 'Z' Directcr may .tt znY iime appoiir.i o1e or moi'e perscns, whreiher

Directors or not, tc be atemate l)irectors of thg Coiitpany- in his Fi.ace and may

at a-n.v tule remov".fi-?m bffl.ce any aitemate Directu-rr so appointeri b'i l-urn- An

alt:niaie Director shall npt be entitled as suih to receive ary rernune'ralion fiom

the Ccmpany, but he shali be entitled to perlbrrn in il\e place of his appr-'hter

such of ihe functions oi his appointer as a 'Z"J)irecior of the CcririplnY es his

. appointei- shall by the instn:meni of, appoirtmei:l pres.cribe. The sa--ne person

riiay be appor-nteci as an'a-iternate Direcio. ir;r ur.y number oi'Z'Directors. A::

aliemare -Director appoiiiteci for the Pulpose of atterrciing and 'rciing at rneetings

of iire Board shali te eniitlerl to receive noices of all such meetings and a"r,v

' 
.aitei;rate Dl-ecicr (Out, in tlre cases rvhere a 'Z' Director has aploinled more

tha. one aiteraate Director; oruy ona) shall be entiiied to aitend alrd bt cc'rnied

a
() (l

iii tle quoll.i.l.n and vcte ai n:eei,-i-ig at .rrhich his appotrrl.r ls noi

cresent- ,Aa alternate Director sh ed in the qucnirn and iiave a vnte in

respect oi:ach aPPotnter,gr whc se piace he is s.o entitled to atteiio anc vcie a-r:d

(ii hii-,rself a Drector) ma
i'otes in aciiuon to being
o\vr-i. r/oil ai a meeiirg.

ybecouniec tn the qr:g7-161 and exercise sitc,"-i -';oie or

counted in iiie quorun: in his ovin nght a,:a havihg his

i-1) Frovjded alwayii that notning i,rr ti:rs Aracle s]:'aii enabje the Chaimtu-I ic

delegar: tc ao alter:ia!9 Diiector a-ny Oi the special pov/ers or authorltles vested

ir: the Chairlan by rhew'presents or b7 i-he Bca-,-d o, shall enable rio;'e tha::' one

to L:c casi eI 3,..y ihiet:-ng of the Boa;C on b.:haiiof,.Iht l!,:ne-e.p,poirlicr.

Nl appoiirimenls and remo'zals' cf allein,ii: Directors sl:all be efi"'cted by

insti-,:ment in rvnting r:nder ti-Le hand of thc Di:.:ci';r cr Sharcirold:r as tiie case rna'/

be inak-ijtg o. r.rJhng -qucI appoininre:li,.arrLl sheil tall-: eifecl irroil such

:_nsrum:,n',Ibeing l:fi a.r the Oiiice l.r aile;r::li Diretlt,rr sr,aii ipso facii' c:asr ic De

:n a-iiei,iaie Direci1r if the !ler::On [u ivh"iir i',..r'i: an aliei'naie Dirr';iiri LCtr:]'r: [cr

rl'y r Sastn to ijc a Dirtctcli-. 
- ,

...";,t-'j, .-::' --r::i. .,.i-
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'i.l i I I i i:l ',,-' l-liia,-ii.l::1 ill.:t',, ili'i,' ,ii,lt' -1.',i:illr ;-i'';:lri''i;:i;';: i.''.':- ;;r "'7: 
':'':' ;' iiir ;:i!'

Lr-, iit,;'Ji,,.tl,i i.::i, (:i,;i;': .,i i-;t"'r""1 i'';' 'r''r"'-

1'1,;; (;::ti.::ittl i..'i:.'.;:l.l;L:j l.ir.rli, ':'-::'"'":;-'' L'l l'r-i ': ("''i:j-'r i! Pi'1" 'l; iili :":': i 
'" 

': '

i.;,::,.iil, i,,,:, s,-,l, l:1 i,j:tit,(iiitiiii.-: i,",t il';,ii,'iJliiri': llili.l f-i)lifiilaliir:; ll:',: i'"'i:';iil'::!i: ' l'l

i);)i:ii:ii(rilr. cri i:.1;: i..lu,t i"''ll"'. lt::ti' l:'i;r;1: :t i'-r i:l'r-i iii'tli'rlt'l;';, t,., 
,t. .-t'.t:t , ,.

,.1,,',,,,i t.,t'iir": ili:ili '..i lliril-.r;;l-l lr-r l;i1E-;j,,1;i]t-j';l i'ill"'i lil; tririr:' i'j':i'-ji(':'::r. ir'i''ijo:i.r

:iiti.i ,-ii3iri::r:; s ri'i 'r',f .tn',,it-it-''+i".,';: rtl ll'': fii''1 if i'i1:,';iii'r""''.'':;'l':r iir'r:':' 1''

'. i -.i
,i:ii-r.'lii[:. ! t .' ..1.- .,

-['l ;l l]olLl'.'i ri'r,ri'irl::.iiji-:jirn i.r:1[rlrt I-i-)'+iii,tli'L'" iril']li 
:l].:r 

i-i:;l:--:li'i i;l "ili::r'-'

l';i iI:t'y' i:l :.t i'.'i ('' ri\/.'i 
.:.

(2r

t': '.

i {^.', I i'.
!t)t. \ 1./

(2)

,: 'r' Lr', 1.,

. 
. i -',1- 1',. ii. .l i ! .'.. .

'i.\;it:'Z'Liii:'jrji|*r-i'siii:i'fiiir'iLl'ilit';tl'iinl':i''-'..'ll':l':'"ri:i';-::r':';lIi-'iirl'ri-):iii-ir'ltriii

i-;,l i-iir: i-lc'u'-d i'-' iite l;i'i-1';" ui !-:'-l' r:L:';l''/

i\.lD pii-SO;r :;1.t,ii lrc tr;i1)i11'r.erj i;r lirlir.i ,'t'l:r-'.': i:tri S'-l'Jli:i '," '"i1r-r iS'

colrpani" 0l-

ic)

,-ire soie t)irec'.,:;'uf ii-',e Cclil;i"'i1'" r'l

tr.ccpcraticntl;r':soleD"t:cii'ruriwiilci'istht:soleDirllil-'icrfiir-:

ilic soie Direcicr ol. tr CC)i-pc]':lj,:il ',.2r-lic]t 
's til: sole t)i.l ,:ctoI CI ills

Corrpaii'i

lilr

i04

:^. prc.,.is.ici:.li ilis Act ci i.irese 1:iestl'1,s :rqlri.il.i51 tli,.,:iii.rc.;rz1:1,3 e il.i,.l i., ,ii': ,.1.,.'-

bl, or rc., 
.-,, Direcior:rnC ihe -ir:c1 lilrii si::ril nL;t lic siiistL':il oll iii'r''iia3 c(;ilr) i'))r crr i:-

ii,"ra,r" llarscn ""ttig 
b':'in trs Dii-:ctl-'r iLtlli Lr\-" ci i'i,iali oi' i'l': -1':':I:ijl"i'''

Ll :'- '- Ll

tYiCe i-r.ti ill; sai': iu"'r;'ii;' :)i: i-ilc 3r;ll Tii: Srlii :tl'Lll ij"'; r-1t1'

:i. ^.:! --i,r of tne Bcai'(.-)l'rjor'i-^i;iliii'c:: 'li [)iit:ciL-.lfJ 'iii!iri-'ri'''':j il-r ii'"'
ol''t'i -o"'/ iil: 'rr-l'iiur 

j" 

':iil [l i"iiL':h i:t Setl sit"ii b: irii;'i: i t'ii'''i
Flou,1 tii ihat l:ielralf.'u,d r:;'tl7 ii.Lsii-'-i;li:i-il.lir .i/iiLi]I] ii'ir-. 

l. ".'-:;:,,,'':,:"",,..',,,
be sig-rre':'j' lll 'i 

f-luf'(lt'-'rt ?'r-l'i iist-t i';'ihr: Sr:-:i:i':"iJ o' b-":i 5l'':c[]'j I)i:-e'-ir-)l r-'i L-''r

-iollli ci-nci L-,ci Sr-r.. 'lilfcl;j-i-rrd 
L''./ fl--;r":'i! i "' ii '; 

iilr'l*;;'-'jc
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i'irr: ir,.l,rvers of il,:ci:iiing an..l p.rYtll!i di'.'l.cends ( '"i'ltcihet' iiiliil or itii'';iiiil ) ";hlii 
he

e>:ercisable by ihe Boarci, r.,,ii'irout the sancii<.',n ci a ce,lcial l'i3'':'iiir"i oi ti''e

Conrpei'.y, in acccrCaiice wiih tl-ie fc-licviir\g pro"'isiolls

(a) The .boar-d nray bl,simple firajo-rity ccr:)are a'-}''l pa;' cii\;iilricl:; iir.rc:;pcci

pi any .,'... y.u. representirrg in tle aggr,:ga:e atl amoutii e{.ii.ii]t.l!; tjle

tc,tal ,-orni Fp."if'f:ll sub c{3ilse}:] 
"1ihis 'tnicle -

(o) The Eoarii *uy, pn'O.i'iged,thaf n!11 iejs than 6*Director's voie Lri {avour

' tlierefor, Aeclaro' id.l;paY iiryl$9ud1 in'. respect of an)' oIIe )/ear

representitig in t\d' hgg""gqii *.;1++3"ni less tnan the t':tal atnount

speciireC in sub-dlati:$(t) ofif"is,'4111c,1e , . : .u

(c) If no resolurion is';il.b.,"5ea frl lie lOrar! 
il"riiorda-rice *'iiit sirb-cleiuses

. (a) ", Ol "f 
iii-,,th,i!", ,1'"i tllu'eourcj shall,<lcciiie arri la\r r;'1ti"o t'''

inonths ;iih. :il ,,0J ,n. Colnpziny's^finan:ialj year cirviienci's.i<-rr tirat

,"", o,ro*ting in the agglegzrti ro a .figurc i'tpr:scntlru;, 5j',)'", c'l'ilte .et

incorne aiier itx iol' t-hat ye'l'r '

The ll'ard i-;ia/ fiom tirire Lo iirne cl."cioi-e a'ici pa'y to,tir: t:iunii-rt':i s;'t'':il interim

civicer,cls as appear to the'Board to be justifiell b)' th" i:roflts oi Lhr: Lloi}pany'

subjcct alrvayslo the provisions of Aiticle 10,5, 
,

Noiividencsha]Ibepaid.othervrisethan.oLrtofproflts.

Subject aiways to ilre provisions of Att-icie 105, t'iie Board rl'ra/ set aside otit of the

trrrcfits of the ComparLy such sum as.it tl:-i.n-!rs plopel as a reserve or leserlies which

shatl. at .the discretion of the Bcard, be' appiitable' for any purpose to w'a-ich the

prolits of th.,e Company ma-l b; properly.ppii.,t, aod pencling such apglication may'

at t,\e like discretffi'eithlr.be ernploy"a-* tbe business of the company or be

ir-:veste,f in such ,"r..*.""'(other ihan shares of ihe Company) as t'he.Board may

frcm time to time think fit.l1o" B*-d may, also, wiihout placiag the same to

;r;*;, ;r,-,y fo.*.rJ any profit v,ihjch it may think prurieni not to divicie.

Subject to the rig\ts of persons (if a::,v) eniitied to sita;es rvith qoecial iighis as tc

dividend, all dividenCs shall be dechared'an$paid accoriing to the emorjnis paid up

on the sha.res io r.sp."t urherec[the ciividencl is paici. but no aiiiouiit paid up on a

slra._ra in acivance of ca.lls shail be,treated. for tlie purpose oi tnis A""iuie as paid up

on th: sha.,-e. ari ai"ii"..,,1s shail'be apporticiled.:-.rd paid oroporticnaieiy tc the

a,mounts paid uo on ihe shares dlllqg a,y portion.or portions oi tire pe'cc ir'

respeci of which awioena is paii; but if -y'sht-t be iss':ed oii te-rms --crovidir: that

itshall,ran-kforciividendasfiomap'articuiardatgsuchshareshailrar:lr-fcrdividenci

aa;r meinbei 'ail sums of- 'TjieBoar.omayde,Juctfir-,crairi'ciividendpayab1eto.;aiisor
money (ii any) presenil,v pa-vable b-r. hinl to 'Jre Qompan'v on account oi t

oilier'i'ise in relation io the sl'iares of ihe CompanT'

Th-c;,ca;d rna) il decla.ring q rliirican, .orlsuanl.td Ai-l-iclt 1c5-dircci 
],ot,rtl',tnt:i

s,.::h civlCecci $ih<;liy cilI"-t', bv the cistnbr-'iion or'specific'::*^1i1^''
Oa,i.uir,.L, Oi paiC up Sha:e:., debetllu:-eS Or dtbentrr|e siO':il Of r"1'' i.ri':'r:lr CCiLI'l2.,-l/'

oi Lrr:l'ly oi-le or 
"to''- 

s"tit:''''i't' art'-l *l'Liil aii'oiificuit;'a*ri:lcs lli rcc'irli to -s:'ch

D )\,,1 ii Li,tllIj l.^i{ fi ;r-85 L [i. !'il,.!
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il5

1i6

ii7

- ii<:J L')':"'t' """ ' "'';.,.-' '. : ' ,= ,', .;'': iil:rjli:j si-'iiii hr': i:'ilj'i:J l('.
il:il;u'L:-; ,:/i- A:i'i 1)iiii ii:'::l-':'..'i', :l;:l; i;;''lt' '-lt::r:ffr'l ilr'; iii:it r' i-::li'' i--':-t'

&11!.;/ Ii'ri:11il-,r)f:, ili:,ilii iitiiiiri,.l i,: ii:i',r::ii.:i si; ii:.'-,,':i ii', l';rr",ti.li;:l';,j 'u:;'i il,r r] 'liiir r:i iiii

i,-, tl ,u 'o ci i,i'ii

,,\n1,,r-lirriciend inieic:;!. r>r,-,tirei lilr-;-rl.jjs paiablt ill i:a,.iil.in ic:iprj(:r ti shaie:i nili:/ tiil

priii.ii:yi;hjiiLr,:C.rvliii;'irrii.5:;11ili;1g,itglr,j1r,i:l;t'ii':iirctielti,Lr'rihl:rcgil'ii:r'uiii':lilte:;l'i'i
ti.,e irCirler Or, iit c;r5e li ir;iiri l:r,ll1g;::s,'t:.,iic i:::ii-iiiCrttl 

,iiiitfe:';S 
i'i t'ir';t 0Iii': i)i: il-r':;

joint hol<lerS .,'r,iro i,'';,r.t i,,r,r'i,J or1 r]ii-9,ii,;r:;df f1l3i'5[re is 
:u,l,i,:,iii-]i:, i:t;l 't,;,1 ,.

io s.,,,rr aildress.ir:i tlie .cil'e,;!-r,'j.t'rr:ri liiilijgl':irl':y Iii \illlllligit-?i},':::l:.-'":,:t:ll:

rlilect. ir,r'ery :;Tcir cite'+ui Ii +,r;n-i;r1i .*ip!l"U+ ir;aci'; pay';:'{t?-.1!,'tt-t'r oi'('tti"Di.lftr

, 1.;6,.,i;;rs iu:-aiiy {ir:,...#; ;ititu*:i;;j;i'-;rr*,;;ii,:'*,,iu..i.c''i ii",'s''n''":: iLei<'i i'''''

ih,':it: as jt;iiti itc;lcllr':;. ' ,i. 1, '" ,: ,' :l
.:: !

l,ir:: 4irriCLi:',:l :;liirii i.ic.; i*tclt::t zigiiiii,;i -itil'ijl':.irripaiil,'.

i'rrll CiiUii-i'S

. The BO.Lrcl Siiail clillSe pioPCl' bi.-,Ulll r:'i' licci-riint io be k'li:" i" ' 
l't t c:;;-,'+r: l r'';-

. ia) rr.il Siinis 0f. r:.10rjey r=cei.letl airil e:,;1iei:.oid I,:, [l-ti: Cc,n:paii./ ari.j iii'

rnatl.eLs iii re.ipect .;i ,;,.iiic|r rhe rcceipl airrl e;-penrlii.url tiLi.,: piirct;

(b)aIIsai,:san'dpltrchersi:Soi,g,io.Jsb7tl.LeCctr:ii.]-.-v.a::'.],

(.) ihr: assets 'lrrd Ii'3biiitre)-i af tlic Cotripa-Lr;rr

Prolierbcoiissira'tlnoi'be,J;emec.tcLretepii.,itierea'ienoil':e;:tsucitbco'l:sci
acccunt as are ntscessa*ry i0 gtve a true ar'c1 ilir:yie"v oi"1le stale of the Cr'rrnlrerry's

aifeks and io e;tpiain ils iransaclir:tis'

The boo}s oi a,:couni sii..:il be ilel,i ai tl,* oii,:e, i,.i, :1,.iti. cl.r,er pli;:e ci.,i;iaces ei

the Boarc ii-ril:k fli, *,1 .aoii o.iwa;''; be cpea to'ii-:s;:lti6n hiy the Diir:':l':i's

The Bcird siraii ii'cr.r iin-ie tr: tii:le tie'ten::ine ';'inetiler isr'l tr;';ihli e;til:ri zni'j;:'t

rih,ai ii:n; aiitj ;iiaces r*.id r-":=.: .'"ili.Li c'ri:c!il':':L:. li ieguiatir:i-is ttrt iicco-uiiis iLilr'l

bc*ks ci'fhe Cc,-nipani: c,i ai.-Y o. -lei;r :'iilli h; ii!':'n ii: tl:e lLspcc''ir'rii ut rrl:rtlli:i:i

i11'ri k-,ein? lire.lcislal,i ,'" 
'"*='q;et- 

i'ntit be;i:g-;t Diie:i';r) 
1ii.*f 

.^.:l::'i:::- lf
inspecting eli)'iccoujli rr b+cir "-ri d.otr:ileril ':i- lhc f:1;1;;ii:'l\" eiitepi: a5 crl'riietr;t"

i..;i tii; Ai:l Or *r.,r.ar+aA i;,11 iiit E;,ait', ';i i:;i i.;,,', a,i,'xlpLIl;i ':r Gentriii i''"i'*tiilt::''

Ti:-: Bc.iirij shail fr,-',i-li t;nri LO'iiin: ii lctoi-'jai,'':: t"tl"t'iit'rS i4il' iili aliil i5l of

ihe .+cl ca'rs'.i t,.r r-'* pr..lr"e': ani to he laid l"';:i'i;e i:lc C;':'rpar::" ir't ()":rr''*rai i'itriil.'g

S.iCit p.rOitt a-il,: Lt:SS ei,.iC'fntS, i:aiC-lCe fi,:'l't':', g:i-''"''n'r:.JC:::i:''l-ir':l it l-i''e"r1''; :'r'lij i'3i'fiii

,,* ,.r" re IelTeG it tli t;:;se slc:tioiis'

''li.li.i1ici;l'l:riiilcurtl:::liL:jtit-[ii:']riTyla*'ir"Dtr
.r, 4gri)),j ci ci,rr;.l t:.i:l*: stit'':[ (inci'-t:'j"]-c'rt'.J !L''*l-_-::",: 

,,1-;;::.,,.1,';r;.,
ali:.c:recl tt:r:rlil) ,,rtric'n is io t'e ItiC L'' i"i-;r-': iiru Corrrpalf ii-r (];rr1t::l t"'it".':li-

l,-i1eli:er i,,liiii ;.1 a,rrr' ,Itil-+ l.irclil':iS' i'e;)ili-i: irl'.':i, irt i';C'Ci:itAncc ""iili 
ii''e pi:'l'vliiC)ll:

t--,t ;1,1,-:iLr.ii,. I . j c,f ,-i,: Aii. i--.'i !:lir'. i':) {rl,riJ ir'l: 'Il'ir-r.',.iiioin iilt f*liir'it-'iil-r'i' i-i '':" lli::i

. 5jt\:,-i,.),.1 l'Sr-,.lil.-:,1 'il:-:ii; i;:i:1-i:-:l -':' t':nii ii:-: '::-1.-':: :

' -r'. '
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The Companl,- il Cerierzri- hrfeering. nray' Lr.v a. Speciai Rcsclr-rtion, Lilcn' iltc

l:ecrJit-ljlleij"lati;" ji the Bcarii, restiivr: tirzit ;i is desirablc Lo ca.oilalize ziitl'pait of

tfue arlouiir ibr -,1e tlrre i;eir:g slanding il'ihe 'creclit of ei\y ti iite Cr-'alial1y's

r-esenre acca,r:.j: or to ihe credil of iiie pri-qfli anr-i Ioss etcccui:t, ct o''her"'rise

available icr c-lsi::buiion, anc1.;icccrdii-rgll', liiiri-; 'ir hsLlm be sei ti'ee fqnr distributiori

amongsi L\e :r:;-;b:i: u,ho '*ilru!C h1-1,e 
!ce 

g cntitic'-1 tliere to if clisti r-I--ruteci bi' ;;ray oi

cii.v.ide-ncl ( and in the sante p.qoporiif,ns) oil co;lilition that ihe satrte be not paid in

.*t , urt be appiied'eitirer. !n,gr.toy7u1cis-p.aying qp ariy.arllounts ibr the time. being

unpaicl nr, .rry shares heicl by srrcn ,4lrni;ersi,respectivPly,_ or paying upr in fuIl

unissued shares anC de5entr-,;;r',o'f 'ltii' :(*lnpitflo: '4! qlibtea' anrj distribuied

credited as fuI1-v parci up to'arrc1,amo.i-r.$.5tiptr,tpg.mbU:s'in ti7€ proliorticns afcrresai-j,

or par-il;r h one ,,ruy und f ..,jfii-n the otHel a,lf rle tscai:d;sh-ili gi'u'e eflie;ct to such

reso1ution:,.'i:..;,.....-,,::.,:
't

?roviclecl that a siiare pi'en'iitriL. accopni a.rrcl19 cai:itai r;fl'rrnption,rcstrve, fund inay,

ftrr the, purposes ot'ttris Ai*lclebe applied cnly irr the payiirg rr;) r:if'unissuccL shares

tc l-re i'ssue'i to me'r-nbe is oI ii'u Cqin-pany a-r'l-uii:l p:ri''1 b'"riitl:l sliare s'

S/hene-",er such a resoir:ticir as afcresai.C shai.l ]iave been passe':l, the BoarC shall

ma,ke ali appropriaiions anct:;lpplication-s ql lhe sum iesolveci lo be capitaiized

thereby, and all illotments u-r,d'issr". of ftJlf iaicj sltares cr debenrures (ii aay) anci-

g.n.r"liy, sirall do ali acts eLnd things req$E-ed to givc .:tlt"t titere to, w1!r itrfl po\rer

L trl" Board to make rrgh provision b.ltfhe issue oi fractionai cer-ri.ilcates or'oy

pal.rcent in cash or other w-ise as they thjiik-fit fbr the case oi sha;-es or deber:lures

becomilg distributable in,fiacticnr 
-id 

aiio to auli:orize any Per.son to entcr cn

belajf of all the memb.:rS eptitl'ed thercti. iilto an agreement .,vith the Cbmpar:y

providing for the allotinart tc theryt.respectivei;r, credited as f':11y paid 'r:p' of any

iur-ti..r ,h*.. or debentures to i;iiiiCii they 613i7 be entitle'i upon such c:'piiaiization,

or (as the case nay requi-rq){or the pai'inent up by the company cn tl:eir behall, b.v

the appiication thereio oi tileir respective proponions of the sums resoived tc be

capilaiized- of ti:e arnouns or axv pait of the amounis remaining unpaid on llieir

existing shares, a,:C any sgrceir-rer-jt rrraCe undei such auihcriff shaii be eifeci-i'ue anC

binding on aJi such-rne ltbei=s-

:l

;l

i:

I

.,ii

AUDIT

A-uil,t,-i: slra-ii c.: appoirieC ald'.l.sir dutl;s.regulareC in accordarice r,t'lin'Seciicns

159 to 162 ci liie Aci

. ..,r. ,,:-_i!.,. _i-LorlcEs

A nolice r,;ray be given blr tne Con:pa.i-r)i Jo a::;; member eith;r persc:raii-V oi D)'

setcling it by, post addr-essect to hinl at his registereo aodress.

A li,tice ma1,be gi.,'en by iheConr,I,z-nyt,9 the joi4i hoiaers of a shaie 'cv s:'iing thl

6;,'1!,;,, rr-r the jcini holdci fits-i,uoi",: i.n the F.egister of Meilbars in rtsrcci ci tire

Sil;: ':.

iii

I/-'t



I _. i,r .1. ;',,;tii-..;.i-il.:i.,:. ' ii.'"i.:li i.;','i.ii,- i-.,r:it;:i'.::: t. ii:'-:;r.-::'r''llii r::':lr::.:-i:'-: i'::'il;rr'':: i::
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\io'"rr I{ei. 'l:,7, 12./(}l/}j

'Ir-re.iil a-r',"Scniernbe ; 0ii, 2iiir:;. r,, .+..

eqnf,deaual

h1rs. Esther I'r-oi.mrtt, IiIiS
] n ues u'nerrt lier:; .r t-:t:-i,

\'Iirusti:v oI li'i ni r ice

l-lhiFioiiI

f)r:ti it{'acla,nr,

-..::,

!

!

:l i) 
-.r.

\ ti^i
rFti.)

-tLil S;I.J-E, f"\F SI_IAF*3,S il.i IIEI.I-::A PET ROLEUI/I REFII'{}'iRIE:]
Li I\{ 1TED (zu"} RL) tsY T FIE Ii'I ii U ST R.Y S F{ARE i{ O LI}E t-i !r

Reference is rna.de to the aborre rnentioned proposeC s:;.le of the shareholciing of BT)

AFCca Ltd, Chevron Global Energy Inc. aai Slhell Petroleuim Coin.pany (Jie
"Industry Shareholders") in I{PRI, and your lertei of. ?i't'August ?008 tl-rereon.

i{ie ac}raowledge rn'ith t}ranks receipr of ',rqvpt letter reielenceC above contents duf i
noted.

V/e corrf:.rrn that rve have had and cont:i:l'ue ro ha-u'e fr-uitful discussions .,'u'ir.[r ]lssa:-
r..'itLr a v-ierv to tlnalizlng houz ure. skralJ piogress oul il.,'esi-r-nent i.n I(PRL, \,{i'e e:tpeci
to be able to irave'dre tripartiteirreetin.gu'ith rhe Government of l(en;'a (Gol! oo the
11'l' oi September 2008 .at'3 p* slioulci tlus be conveorent for: Goli..

In order to have a'fn:irful and concli.:.sive tripa.ri-ite rneehng, ',"ve w-ould rvish to adi'ise
you of cerrain cc,mrrretcial issues on whicir an "in pnnciple" agreemelrt lras bcel
ieacheci betrveen Essai and ouiselr.es. We set or-lt these issues belo-nv so rhiLt. l'ou m'.:.y

have an oppoiiUruir/ to undertake hternai consr-rkatrons ..viilril GoK and hai'e a clear
posirion a[ our nr-=:t meerinE:

1. boih L,ibl'a Oil Fiot.hngs L,imiiecl (I-CFIL; and Essar Energ,r, O,er:seiLs Linnied
(Essa.r) aie picDared to puicirase r-he Ln.l,.rsu.-"'shareholders'shaies rr,ii.h e-ach oi
LOHL errrcl. Eslal acquinnq 21 eril:11 nurnbet o[ shares sr-rch tl-rat each of I-,OHL.

and l:ss:rr n,ouicl. hoiti ?59/o o['Jre issued sha,.e caorr:il r:f I(PF.L. C:lo]:i...l,or-rlC i:r:

req,-,ii:r,d iir il;ls rrr-,;zLrd t() \-,.;eivil its I;,:e r::I:ricr: nqirts

i:'i.,i't i-Lt is - l'lili-tiiil'l:;
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1 ,-.r,ri.l l,(-)li[.;lni-i L,S::a;. ar]a' (a)tL)::r,a,,:.r.1 t'.' l, tC,.'i.Liiii-.:,.ili, ancl i:C,:)il[)aiiii..il 1];r 
"1,'i;'i'

uirgrzlci e i,, .Jte Ii|iil, l.:lir,t"i, Iii,t-iri-i:i. :ii Liqht ,,.i i1re: chai-rge :i ?i-rtr-i i:il:ic::rl
siralei'lllr-iiilii bii eacLr p,;.r-,-'1:i: -(i\'a::,,-;i. fir,a.irc-ia{ shir.li 'r;e s,-.iueitri f 'r.r :r i-Li.t;.cj

paiq.- fl-iir,.rii.ieis ai L:ra;:kci L.r--r1ir-r 'i'irc r,rplira.le shal"i itoilo..r, ,.i : crit:-'. i,i il,i-

feits i'o il: ii, lif,:di' rrncl eilal.;e,n b 1, F1,. - - i \.),,'i'i.:c-lcr

l.-s,,::11 ar,d .L,r-)iiL erpe:r -J::ir , iL: tl-i.'i:i::1ii.,L:-rnu lrr l!L)R-i, -*,iii be r-:i.lr!2tl r,{cl -srr

rlrar ea,cir iire.i-eholclei rn I-Pll-1, (iiiti :'.;. C)c)ii i-Oi-iJ- anC il:;sai) i';':ll liLil-1

T'ir l e\i:r.S sharclic,lri-Ln

,)
-l

ij.3i9,i ea.cir of ri-,.e lssue-cJ si"i:,ri€r c.iLi,itili I i rl

condinoi-r p iecedeili ro the c..)rnnlc!r(-.einenI of Cre upgrade prcject.

4. Cicl., sh:"j-l appotnt rl-ie CLiaLln:in oi thr,, I'-P1U, .Boa.r:,1 (rr'1ro sh',ill br I Gi:ii:'.

.--i ac>irrinared d-ue.ccr:i-) r..'Iijlsi ii:e 1:c,sil:.oris i---[ Geirelal [r''fi11i1{r-:r, Fi'ir':auci:

h{ana.g,':r, Opeiaut,ns iilarraEel air,,-1 ii:ie (]-lrrrF,a.r-r\I S'c're'z:n, c,{ I'i-i'[J., s;]rall 1--,r:

fipp)-oinl.e.rs of l-OFIL, 'arrci E,s;i,.r iir i. Ir-riLnLi.rer :,i1eed i,icrwetn tller:r. Tl-Lr: resr o j-

';.he rnarrai1;.rute1t tu2i'lr Sl'r;,il i-,c.:i1--,i,CllftC1 l-.,t, rh'Ljoi:ld r:i ii-Pii-L,

5. j1-n aD j:):i-)rna[e shai eitroidcis a:j^LCeirltrtl- .'v,]i bc cnlet:eti inrc Lr"r';,.'eert li'.t

shaie.[-Lc,l,iers -urLrtc]r intei '.rl-i:r. .:',,'.::,i,1 r€flccl lhe abot'e ooillLs.

To fr-irCre-r rinslrre speed.i pr:ogtess o1r th:s u:ansdction, LCFIL anC Ess'el ar:

simultaneously engaging the Industry Shareholde.tsi iir KPRJ- r.-rith a rrie-w to finalising
'ihe legal requi:.-ements for compleuc,n nf the shares sale. \'i/e desrre d:a-c dre. fleceSS?r-ir

board meeting of I(PRI take place Lmmediaie].l aiter tlae tripa::trre meetrng.

I{indly confirm then the ar.ulabihry oi the Govetnmeni oI I(eni,n ior a meetng cn

tfre 11'l'of September 2008 at 3 pi-n aLnd the gor,/etnl-nent's posiuon on the foregoine

io al-io-w us milie progress on cornrlon poslxons and dre Deed of Agreement in tile
Iead up to t-he tiipar:tite meeung.

\Y/e temain yours s cerei-v,

F"r

Dr. Ali Shamekh
LIBYA CIl, iLOLDIT'.IGS LIh4ITEi)

I{on- Iiiraitu }vlurr-rirgi, EGIi, ivIP

lvlirr istei for- Ener-qi,

N{inrsrri oi E,neig-v

N.A }-RCBi .

Flon. Iohnh4ichuhr, EGH. iil i)

-r,\r.ii i.r t,; lt'linisir.:i f';t Fin:ract

t\ iii Lis i: r' i1l }rineitct:
'l r,.'e.: ,,'-.- R',ril,l,tr.,

i='-j ,1 ll:i (J rlrl





iiii. Jcrse;:h i'invua, CBS
ll'(::-;:-t'.: :ieL:t Sr-Cittl:.rl' ./'.1 t'eI '.it-.
i\.'ilit-t s rri, o i irll airce

Ij4j,&(ljjl

j','li:. Pa trii:!.: I'ji,ni kr:, C i iS

1:' er,rrr an irr.r i S ecrete,i-,,

I.{tii, ir;1 r-,i- F it:rqu
IlilEeEl

l",lii'. R a1'\/zitrneL,

F,ri:iiri i-,aicr?-i, O.''erst:as | ,i irillir,:i

F,;s,ir' f-ior::;,:. 1 i. i:i-. l:- ivlrig
i\,ialia hi:i; Li. i,,l ti l rilr i,r .1.i( i [) ;'l
lN-D-I."

il{r Su.-1ip F.rrngia
Eisar Circuc
llssar I{ouse, 1 1, I1. Ii. lvl.aip;

l',lahalaxnu, lr{umbai 400 034

IFIDIA

E.g. Ivluftah I.{ageh,
Directoi-. Refining & Suppl1,

Libya Oil Holdngs Lur:rted

IIAU!'iI]US
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iHi TREA.Si]RY

r. o. EOX -:0JC

i{ i:.r F.O U I

.--j

;AX NC 121i5,:1
Teleolrone: l2;2 i39 E)ii :iiil;i'
\(i hen i-ellying i-'iras. quc-r':

P,e; , ZZ 1?.lA?-l?,

En3 j,.r-n az l(ar-i-r e I

Li b1i3 O i I i.] o i cj i i-r g s I i n'r i t a ci ( lv'l a i-; i-i t i'.r s )

lViei:il Piaza, lrluthaiga Rci

P.O. Box 549C)0-0052C

I\iAtRO'dl

iVir Raj Vat'rna

Essar Energ',r Overs;.'as Liin ite.i

Essar House, i1K.l(. ir4ar3

N4ahalzi-ni, fvlumbai +C0 C34

li'ilDk\

Dai.e: i'lo.,err'ii:':r 21, 2003
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G e ntlerne rr

RE: Sale of Shai'e:; in Ken rla Peti'oleurn Re fineries Li rr,ited bv the Industi-v

sha re hoide rs

please refer to our letter (ef ZZ L2/02 dateci Nu';er-ir.l.rer 1.i, 2008 ridclressed to v'oti

by tl're Pernf a trent Seci'etal'y/-[i-easui-y.

Reference is also rlade to teiephorre con'.,ersatiorrs wittr Errg Jarnaz l(anrel ()r]

Monday iTth ;rlovember 20c8 by rvl-rich livas inforrned thatyou r.r{ould not be able

to attend the nreeting on Tuesciay 18'h Novetrber 2008. Durirrg the sarrl'l

conversation lwas also informecJ that the conditions commurricated vide our

letter undei- refererrce'were unacceptable especially v'ritlr respect to the

eq.ualization of slrare:,. We agreerJ that you would provide \iour- feeCbacl'i irr

writing.

This nrorriirrg lcailerJ Eng l(arnei to enquire on tlre st;tus of 1,n1'1 iesp,:nser aii'-i

vvJS prcjntiseci tlrat \/oU \^,roUlrl i-eSpcrrd l:V iVlCncl;'i, 24tr'l\iiritti-illt:r zlt)011.

llraie [.rr:en instrrrrl.ecj by the A.ctiiiq iVirri:l-ei flr iinail(-t r.r-: irtflli'rl You i'i''lt "'"..

ijr(l r.:>l;tectipg tll3 !r:ltr:r to re;)clr us l-rir tl.rrt Jrr on-li:,., ii r i;t''; cif ti"lLli-rijl'/ -,"i"

i,.lrii,r-:r-,i.icr 71;Lr8. iie fr-trtirlr ii'r:;i,-rlrter.j [ni. il ir:;-',ti'i'l yi)(; lii: L :;ltrlr"li(j wr-' iii:.
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receirze the letter gn N4c,nday 24" Nouei;-rber 2008, '.r" rill assume that you are
no longe'r interested in the opportunity to purcl-rase the 50% shares being sold by
8P, Chevron and Shell,

Kindly ,.he infoi-med acccrdingly

Yours sincereiy

Esther Koimett, EBS

II'J\.{EsI-|.IlE SECR.ETA.R'i

cc i-ion John i'.1. iVicirr*ri(.i, EGI-I, irr'lP

Acting It/inister for Finance
l)/linistry of Finance
NA!ROBI.

Hon i(iraitu ftllururrgi. EGH, IViP

Minister'.for Energy

Ministry of Energy
NAIROBI

oseph K. Kinyua, CBS

rma nent Secreta ry/I-rea s u ry
Ministry of Finance
r{AIROBI

Mr Patrick llly.oike, CBS

Pernranent Secretary
[V inistry of Energy

NAIROBI

[\zir Justus Kageenu
Chairman
Kenya Petroleum Refineries Limited
P. O. Box 90401-80100
N4OMBASA

Mr Johrr [\4iuttu
Gerreral N4anage,'

Kenya Petroleurrr Ritfiner ie: L irnited
P. O. Box 90401 - 80r C'r-;

N4 O M BASA
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Rt; [r.i]]:t ji;A:,i;i {-j,i: ii.,o/c si-!,Ai:ii-:;i i::,:..-ri;i si-{r!-i-.i i-:i-;i:ul?"11i'i\i

rli-+i:,-r i::,1-, f i'i 'i::i..!rii iii'i/ '-Iti$;,i;r:. ,I; -i.li-ir-: [iF i.illU;i;':i.'ni ti L.? r, t! r. i -j :, \t

Tiris has i'eferetlce tc ycur letLei Rei {-lP/CA.3.Il64A cjated JanuartT 4',

2009, together- with a copy of the letter from M/s Essar Energy

Flolciings iimit"C clateci March 31, 2008, all on the above capticned

subject (copy attached for ease of re'iei-eilce).

The discussions bettrueeii Essar Energr,r and ciiibya ani the

Government with i-ec1ai"d to the purchase of the SAok shares held b',;

the inrlusti'y sharelrolciers (5hell, t',P and Chevi"oi r) lrarre been

protracteci and i;npi'oductirre and llarre reacireci a dead end. The two

investors have intiociriced iie,ru conclitions that are trot acceptable to

ihe Govei-nrnent. They insist, for exantple, that the shareholding be

er-;uaiize,i anci thaL the Gol( and thei'nselves should each have 33tf 7oi"

shai-ehclding in i(i']Rl.

i\ ciecision has rior,v beer-r reacl-reci to abancion these ciisct-lssions' Tl'ir,:

two Milristers for irirlance and Ener-q;r are reccrnl'nending to tl^ic

i,;rbinet ihar Gol( e)iei(tises its pre-erirption i-ights;.lnd br:y ouil ti're

ii-i.iusirir sha5efiolclei-s' S}oio eqiriflz ai: LjSsl;].i) rriilion. A clrai[ Cabii'icr.

\o I

'I
I
.l

i
.1

,l,II
!

.;l

il
;l
:l
i

i

..i

1

:l

I

I

I
,.i

ft$

i r',i

$$$i i -
iiir!.iiiliiii ri
iitiliiilit,i ,l
ilt-\tRlii:ii !$
lt:ili,\iii::::li -"1

$iliilit{ii:lii .{

iliiti:ij$ 'i
i.':'
Ilii:iiil::ii:i I
iiiiriiiiiili,,;:ri .ij

iriiiiriiiiiiiiiriil i
$iil$iiiiiii 

',

iiiiiiiiiiiiiiiii I
'J,5:n!itin i

t"
$:i.:,ii:rt;\ l

il,:t:l;.:iiil.:.:.i ..i

iii;iri,iii:rri:i .i
i$itl:iiilii:iiiri -ii

i$[+iii .'



.ii] i,{ti::J .$il-": (Ft'',,

nremo has alreaciy been prepareci foi' . presentatirn .to the Cabinet
(copy attached ioi- ease oi referen-:e).

Tite industry shareholders harre been [<ept abi-r:ast -of these
'ievelopments tirrcugh meetings'conveired Lry the ltzlinistry of Finance.

Yours

PATR]CK M. I'{YOII(E, CEi;
P E F?.TviA T'J il ruT STC RETAEXY

Encl

:1

I
')

I

Copy to: Soseph K, Kinyua, CSSi

Permanent Secretary
istry of Financeln

I Treasury Building
NAIF;.OtsI

Esther X(olrTxett, EES]

Investment Secretaryr
Ministry of Finance
Treasury Building
fl{AiR.SBT
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This is rn res-licrrse to youl. letrer Ref. I.Jo. I(i{A/ji.ic,i CORR/2 Ai4/ (STi
riateci 3'a Aprii 201-8 pn ihe a.bor..e subject ma.tter.

Enclosed here'ait.h finrl subrnissioru tr: PIC on i:lie impaci. of petroleurn
refirLing at the Ken''/a Refin.eries Limitecl on the plice cf pekoleum prpductsin the counhy anci th.e eifecj-s of the refine.ry oi',,rt .iolrn since SJpternber
20L3 on t-he pri.ce of petr,-rlerrm products in I(Inya ars cri::ectea uy tr,e ntc:.
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'f '': -l ,; ]lTI trT; r-'-, r: .-; Lja .L',,\- , L,i- i:i-li;;.ir ii?,y ili.;tiii:.Tl;_ij'l or..i pr .ilir:,.j l.i.r lri:Tr.::cl_Ei-ijr;.i

i)rr Gi UrITS iio"I,,l :.:i\lYA
,

Il Lti: r-r ir. u- c ii, o i-,.

'iirc objecti've c;f tirii; su,.l'trnissicln is ii:612-11f)r,-ho jir-lpa.ct of peb:ole,i:i l.efi;ri.:i
a-t'- tl-rc l(eniza L)etrcl:ulr' Ite[i:rcr.r'ir:s L,iniite,i i:i'r tiii: i:r-ice r-rf pet1oieli]lr pioi:ii.ici.-s

irt the countr,v* fo:c ';he periccl beti,l,een DecerrLber 20i0 anc-l Septei:nbe:: 2013. it
al.so cons.iders t-ire '':cice tren,js 1:ost Septeinber 201:3.

f\riaiysis cf i.::.r;:;,rri'of Lcrailj/ :(r:fineC p:l,ocil_icis ,lr1 Diltr1i_1 pi.ices

In Decenrbe.r 2i\10, r.lre i\]ii.rrstl); of Energ;, (as it taei-, i,,ra.:) fa.,zeleir tj-r.e Ei;c-:r.gy

(I'eLroleum Fiicir-rg) I{epiiatroirs., 20i0 (The Regriiaiioi'r-") vitle Lr:gai I.rotrc:-

itlo' :i96 of 3"i Decen:.ber 2-010. Tire :'e.g,liliiion.; i;i'ovri'le a fcruru.ia fci
detei'minii-rtg ifi. riioniftly :.iuixLnurn reta:l pr,tirlp irrices for Su.i:er petrci.,

I]iesel and l(eros€:iie. Iu cieterrniniog these prices, tiie forr:.ru1a t.akes :,rto
acco rt the tt'eighted aYerage of prudentJy incur;:ed cost of petroleu:n
proctucts fi'om the l(enya Pekoleum ll-er'ineri,es Ljr:rited (I:{PRI-) i.e. lacaliy
re{-ined pi'oducts and those from the Ifilievu Oii Sterage Facility (I(CSF) i.e.

impo:;:te d refined- pro duc is,

Since December 2A1'A, vrlien EL(C began iinplemei-rting tl're p..egu1atio1s, a price
drfference befween the unit cosi: of prodtr.cts ir.nportecl tiuough I(CSF anci.

th':ise refined at jO)RL i,r'ers cbserved. ERC alrivecl at ihis concirision after
consiC.ering ttre difference in ccst bet-,azeen the iocally refi:recl produ-cts and
impror:ted- prodr-rcts. This difference is a"ulribri.ted to the ccsts of refrrr,;'rg, f,.el
and- lcss fron-r the refining proce-qs anci ifie yields from t-]re crude ,ci1. Be.tweerr

t1r's lreriod Decerrtbe r ?-070 arrri Scptern.ber 201.3,1,rcaliy refi:ri.,.j produ.cts, ta.ken

i:uirri;r latively, rv ere IGli s. 15, Z 1t),8 i3,Sg 6 ntore exp eL is j.\/ e.

:L--



it is iroportaat to note that l(Irlii is l.rrotectecl by tl're Fetroleurn Pruies v,rhLicir

compeis a1-i ccmpanies i-nvohzed in imi:r.;rtaiicn of pefroieirJr prciucts to buy

from KPI{L such quan'citie-r oI peticielln:L ploducts a's Lhe iv{inister/Cabinet

Se'cretary n-r.ay from lit:re to time detei-mine'

TaL,ie 1 provirles a breal(ciov,,rn of the price dif:i:ereiice cer procl-r-Lc1: betvreen

1ocaili, refi,rec and importeri prod.ucts, a n:lo'je detailed bteakd'o''"'n is

proviried in /i.iixe;l i.

'i'abie i: CAyrt--Aa;2ti-'ie C',.:f.'!'c':etceS ifi C;:glS 
-':;2i""'iTlifeiri]'ery ;in'i i'in:lC;:i-ef'

prod.ucts lec 2A1A4eP'; ?18 ) i
1/olunie '[)errtefL

F.'c:n i{.PJiL i:r Li,re.:

Dec 2010 - SeP 20-i3

The prices of the tlu-ee (3r) ploducts {rom tire i'efj:reiy that ale subject to the

pricing regulations i.e. suPei' peffol, diesei and kerose:ee llrele I*shs'3'00'

iishs.2.70 and Kshs .3.42 rtic,ie exPensive than irnportecl products betweerr

llecembe r 201,0 and september 201g. ERC is of tire considered opinion that

i ircr refining activities continued at I(PRL post septembet 2a13, ihe prices

.i,vould have remalnec1higl-rei a-s comPuted in the tabies belcrir''

t

I

Product i'Jai-ri.e

f::rrrcur-it Lost

Cci;tp ate cL to i::.ii; orts

- !\.LJ

-l.tetage

rif;;erence

iI.iES,.t-tr)

773,891,408 (2,?i23359,'/04) -3.0c
1 Super Petrol

2 F.egular 1
't46,758,790 (4C6,928,872)

3 Auton'rotive Diesel 1,686,366,498 (4,546,767,973) -2.70

iri Kerosene 1,761,,492,924 (6,031,350,54n
111-lr.aL

5 Fuel Ori '1,069,795,51-6 (L,766,569,8L6) -1.65

6 Naph''ha/Tons 266,1661513 (505,997,491) _ I,YU

Inciustrial Diesel 59,824,464 (729,579,1.82) -./.. )- /

TCTAT ' 5,764,!)99,2Ld,. t15,',7'ia,553,58(rj



,?o s f S ep t'e rn l;, er 2 C j,l c,: r:r,u uii:s d,* e;-., r.)

Tabies 2 to 4 a,i ihe coresponcl-urg gauhs 1 to r] il.lustrate the ciifferences
betrveen rmpoit parity prices of the three l:eg.,-i-lated prodr.icts Cr-rpp;1r".i to tjre
e.-xpected KFRL unit gai-e piices orr tire sajlle prlodugls for tlie peiioC October
2ai3 b ivia'cl-t 2-0'14' The d'aia sho'rs ihat t'iLe :i:efriie:.,/ v'.ujd stili ha\,,e.i**^^- -: - r,r'ru-)usc* a ilanclcai) on the r'veig,ried ilveiage prlce-s at il,r-r punrp eq*ivalent
to ti're price diffe,e,ce pei product s.hrr,.,vn ur the tables. The totar ,sjrtl.lsq_.p*Hi
i('shs lrtc-nid ha- e l'een rleoendei-rt cn tne actual -weigl-ri; of the co,sidei-ed
refinery prodr:ct reiatirir: i.o ,rire ini.i:orts.

Tai-;ie ? i-on-.;,i;risoi-; *i. unit c:rsr.r i:i ,r:t,i :,rs'i.s'ili:,r:-r liP;:iL ;l lrri i; ].ii:]c;-i:i

il:i:-13 irlorr-13

lr:: ir / cl f7UJ.J/

Dec-13 Jarr-lri Fah-14 tviar-14

l:'nporisl

Graph X.: Super. Fe,cio1

r:/ J,:, T o).1r t'5.18 67.2A

72.011

70.00

58.00

66.00

64.00

62.00

60.00

58.00

74

Fl
ir''

I

Oct-13 Nor-.13

:;:
r; l'r!ti

. r--l--J _-

Dec-13 la.n_74
r.t iCPRI- ;: Imports

Feb-14 N4ar_14
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Contparisr..i'i ci urri''- ct:rSrs af frcrn i(i,iii_ arrd iinp,rns
i)i'0dLtc'isTable j.

Iuti:oi-ts

la"Jle tb

Oct-13 Nov-13 Dec-13 Jan-l-4 Feir-Ut tviar-14

70.13 59.5i ]a.14 70.77 11.37 70.3 3

Gral:h ?.: /iutomotive Diesei

Compal'isai'r o'i unit cssts oit ptaiiuc-is fr-oni I'{FRL and imPriris

Oct-13 [ilorr-13 Dec-i.3 ian-14 Feb.14 itlar-14

7 8.00

I

73.00

63.00

58.00
Ir4ar-14

EiICRL HlmPoris

i\
i-.----i
1 i.
I

I

i

(a nn

xl

LX

Oct-13 Nov-i3 Dec-13 ian'L4

Li'

i

,l

I

,;]I

. I 
l+li: .....,r

Feb-14

4

lmporf; 70.52 68.88 69.65 1t.63 58.79 69.56



Grai:rh 3: I(ercsene

78.00

73.00

-J
}il
vl
H 6E.00

I

I

I
I
I

I
I

63.0c)

s8.00
i,.---r--- _.,.:,,n...

Oct-13 Ittrov-],3 Dec_13 Jan_14 leb_14

E i<plti, ir lnrporrs

Ir{ar-14

"The refinery gate p.rj.ce is an ERC
assumptions:

computed nurflbel. I:,as.cl on .rhe followiirg

7. Acfual crude prices as quoted by ADNOC for *re applicable period
7. Agreed KPRL yield-s per product

3' Freight and premium u.as assumec, to be ilsD (l.7zz,)per ivleh.icTgrore based oir the rast crude cargo receivecl. This rozas hovvever a veryrare case and any apprication of a higirer ,urnber wouid ha,eworsen.ed the sifuaLic:r

4' Prices are not inclusirre of l0cal taxes, Ievies and Lor:a..I clistribution cost-s

5. Exchange rates al.e applied at i/.-shs.Bg.00 tt_r I IiSi-). I{istoricaliy,applica-bre refini:ry e;tclia.nge raLes -,^/ere higher tha:ir i..]rose of imports



Conciusion

From the above analysis, it cail be concl'ud"ec that locally refined products

tiave historicaliy been l:nole expensive than the rrnported ones' it is also -'vor*L

notilg that the aciditional cost to the l{'en}'an economy on accoul.It of the

iocaily refined proCr,.cts esti.mateci at Ksh'15 '770'553'585 
oril'v covels the 30

nrondrperiodbe,,:*,eenDecerilberZa1aand.Septqmber2013rnihenERC

assumed the implementation cf the Petrol'eum price capping'

.,ih.eaalli.sis'i.adicaiBctnatiheecono+rryirasbornetheccs.tsoftfterefinery

overthe)reaisandthereisnoevid.el'Cetos}ro-,y.tha.tsuchasj.ir:aconr,.,,ouli

have been remed.ied. aftei septernbei 2013' Accoidingly' a mole econonric

u .ey of rrtiljzation of ilre refinery is necessary rnihich d^ictatel that its busjness

modei be re-d-efined'

6
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