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I'OSTAL CORI'ORATION OF KE,NYA

ANNUAL ITEPORT AND FINANCIAL STATE,ME,NTS
FOR THE, YEAR ENDED 30 JUNE 2OI9

KEY I'CK INFOITMATION

l. Ilackground information

Postal Corporation is a statulory body established by an Ac1 of l)arliament, PCK Act Numbcr 3 o1'

1998 as a public Postal licensec providing Postal services. Postal financial services and any other
dr-rty as rrray be assigned to it.

2. I')rincipalActivitics

'l'hc principal activity of the I'}CK is to provicle l)ostal scrviccs and Poslal Irinancial scru'iccs

3. Directors

'[he l)irectors who scrved the l'}CK durir-rg the yearlperiod were as follows:

Mr. Daniel Kagwe Chicl-llxccutive Officer/Postmaster General

Ms. Pauline Muthigani -Appointcd on 24thJune 2016

Mr. Munyua Waiyaki -Appointcd on 3l't May 2016

I{cv. Syrnon Kir-rta -Appointed on 31" May 2016

Ms. Mary Maingi -Appointed on 3l't May 2016

Ilon. Ibrahim Mohamed Salat -Appointed on 3l't May 2016

l'rincipal Sccretary Ministry of Inlbrmation. Communication and Technology

Altcrnatc I)irector: Dr. Catherine Gctao-Outgoing

Allernate Director: Mr. Elikana N.Ong'uti-lncoming

Principal Secretary. National treasury

Altcrnate Director: Mutua Kilaka

Allcrnate f)irector: Ms. [:lizabeth Shungula-incorning
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POS-I'AL CORI'ORATION OF KENYA ...Continued

.1. Corporation Sccrctary

Mr.lulir"rs Opirri
I).O. Ilox 34567 - 00100
Nairobi
Kcnva

5. Itegistcred Officc

Posta Ilousc
Posta Road, Otf Kenyatta Avenue
I).O. []ox 34567 - 00100
Nairobi.
Kenya

6. C'orporatc Contacts

felephor-re: (254) 3242000
I r-rnai I : inlo(Q posta.co.kc
Wcbsitc: www.posta.co.ke

7. Oorporatc llankcrs

Kenya Commercial tlank
Moi Avenuc
I'}.O. l}rx 300t1I
GPO -00100
Nairobi. Kenyet

Comnrercial bank ol' Aliica
P.O.Rox 30437
GPO- 00100
Nairobi
Kcnya

Barclays Ilank of Kenya
P.O Box 30120-00100
Nairobi
Kcnya

Oo-operative Ilank
Co-operativc IIousc.
I).O. []ox 48231 - 00100. Nairobi Kcnya
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KEY PCK INFORMATION ...Continued

tl. IndcpendentAuditors
Auditor- Gencral
Anniversary'l'owers, University Way
P.O. Box 30084
GPO- 00100
Nairobi, Kenya

9. l'rincipal Legal Adviscrs

Attorney- General
(iovcrnment of Kenya
P. O []ox 401 I 2-001 00
Nairobi

[{obsorr Harris & (-'ornpany.

Advocatcs.
6tr' ltloor. 'l'rarrsnatio nal \>laza.
Citir Ilall WaY.
I).O. Ilox 67 845 -00200.
NAIIIOBI.

Ameli Inyangu & I)artners
Advocates.
2"d ftloor, KCS l]oLrse,
Marna Ngina Strcct.
P. O. Ilox I 1203 - 00100.
NAI IIOBI.

Ogcto. Otachi & Cornpany
Advocates.
Ambassador Court. l]lock C-6
Miliniani Road Opp. Middle frast []ank
P. O. []ox 79438 - 00200.
NAIITOI}I.

Kipkcnda & Cornpany
Advocates.
Oll- R ivcrsidc l)rive
Behind 9 I{iversicle l}uilding
P.O. []ox 568:i2 - 00200.
NAIIIOBI.



KEY PCK INFOITMATION ...Corttinued

Gitonga Murcithi & Conrpany
Advocates
3'd lrloor. I)iarnond l)laza
4tl' I'arklands Avenue
Masari Road
P.O.[]ox 76817 - 00620
NAIITOI}I.

Githiru & Company
Advocates.
3'd [,loor. Gibcon I lousc.
Kenyatta Avenue,
I'.O.[]ox 12989 - 20100
NAKUIIU:

Aclcra & Company
Advocatcs
5'l' Itlu<lr. lrurbassy I Iousc
llaraurbcc Avenue
P.O.llox 54556 - 00200
NAI I{OBI.

Morerra Apicmi & Nyagito
Advocates

5tl' I,loor. Illectricity Housc
Ilarau,bee Avenue.
P. O. Box 6529 - 00100-00200.
NAIITOBI.

Mose. Mose & Milimo
Co. Advocatcs.
Conrcrali IIor.rsc.
3"1 ItIoor.
P.O llox 9403--00200.
NAI ItOI}I

Sichangi Advocatcs,
IIill I'}laza. 1 0tl' I;loor.
Ngong Road.
P.O.Box 33223 -00600.
NAIITOBI.
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BOARD OF DIRECTORS
S/N Name Experience

1

I

Hon. Nicholas Kiptoo
Arap Korir Salat -
Chairperson

He is a career public servant/ politician who has consistently upheld a high
level of integrity & with longstanding experience in National and party
politics. He seeks challenging opportunities for both service and personal
growth.
He holds Bachelor of Arts(BA) -Political Science From University of
Alberta(Augustana University College),and also a high School diploma from
Cantab College.
He is the Secretary General of Kenya African National Union (KANU) party
from 2008 to date. He was a Member of Parliament for Bomet Constituency
from 2002-2007 and also a member of Pan African Parliament from 2005-
2007
He is an Honest, High level integrity, Consistent, Assertive, Trailblazer, Self-
starter, Strong networking skills, Excellent communication skills ,Team
player, Trustworthy & Reliable person.

)

Mr. Dan Kagwe
CEO & Postmaster
General

He has worked extensively in the private sector including the financial,courier
and logistics industry in Kenya and the wider East Afrcian region for over
thirty years specifically holding senior level capacities at Fedex, Henkel
Kenya and Diners Club International. He is the holder of a Bachelor of Arts
in Economics & Business Administration along with a Diploma in Marketing.
He is an associate member of the Kenya Institute Of Management and
Marketing Society Of Kenya, as an avid golfer he formerly served as the
Chairman of Kampala Golf club among others.

3

Mr.Munyua Waiyaki -
Director

He holds a BSc in IBA (Accounting & Finance) from United States
International University. Munyua is an entrepreneur and has a extensive
background in business development, innovation and change management. He
has travelled by invitation, to high profile Business Process Outsourcing Units
in Mumbai, New Delhi and Bangalore for the purpose of replicating and
transf'erring the knowledge he has received to assist young Kenyans. He has

also developed and implemented strategic plans by collaborating with going
concerns in Eastem Europe and the Middle East. Munyua has been engaged in
private business for the last 26 years.

4.
Ms. Elizabeth Shungula is a Senior Accountant and Economist working
with The National Treasury. She holds a Bachelor of Commerce,
Accounting option from Daystar University and an MBA in Finance
from Kenya Methodist University. She is also a qualified CPA (K)
holder and a member of ICPAK. Ms. Elizabeth Shungula is currently
the alternate Director, Postal Corporation of Kenya Board, representing
the Principal Secretary, The National Treasury.
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5.

Ms. Mary Maingi -
Director

Mary Maingi is a results driven, self-motivated and resourceful business
leader with over twenty five (25) years proven ability to develop and
strengthen management teams in order to maximize company profitability.
Mary has excellent communication skills and is able to establish sustainable
and profitable with the customers, suppliers and stakeholders around the world
she is a seasoned technocrat in finance and marketing industry. She holds a

Master of Business Administration (MBA) in Marketing Management from
the Catholic University of Eastern Africa and a Bachelor of Commerce in
management from the same university. She also holds a Diploma in Insurance
from the College of Insurance (K) and a Diploma in Public Relations from the
London Chamber of Commerce & Industry (LCC& I - UK).
Mary has gone through various leadership programmes including:
-Corporate governance training course for directors conducted by the Center
for Corporate Governance of Kenya (CCG)
-Mwongozo induction programme for boards of state corporations
-The female future programme conducted by Federation of Kenya
Employers (FKE)
-The leadership of purpose summit by the late Dr.Myles Munroe

6.

Pauline Muthigani W. -
Director

Pauline Muthigani is an all round telecommunications profbssional and a
holder of an Executive MBA (New Media and Communications
Management), with a bias in Telecommunications and ICT from the
University Of St. Gallen, Switzerland. She has also undertaken International
Communication law course covering Internet and Communications in
University of Luxembourg, and Executive Development course in Advance
Management from Haas Business School, Berkeley- University of California
USA. Postal and Telecom business is her passion and her vision is to offer the
most valuable intelligence and strategic direction to organizations in these
sectors.
Born in 1971. She is also a Director at Savanna East Africa Ltd. Previously
worked with KEMRI, Commonwealth Telecommunication Organization
(CTO), London UK amongst others.

7

Ibrahim Salat- Director

I
Ifr

I

Born in 1960 is a Banker, politician and entrepreneur with over 30 years of
experience.
He is a graduate of Washington International University (Bachelors in
Business Management in Accounting). Having served in various capacities in
the banking career, spanning to over 10 year, hejoined politics in 1988 and
served two consecutive terms ( l0 years) as the Member of Parliament for Fafi
constituency in Garissa County till 1997 when he quit politics to concentrate
on family business. He sat as a Director in various boards of parastatals
including Tana catchment Board, Norlhern water services Board and Kenya
Dairy Board. Mr.Salat is trained in Corporate Governance, Finance and
Accounting
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8.

Mr. Elikana N.Ong'uti-

Director

Mr. Elkana. N. Onguti is the Chief Economist and Head of the Central
Planning, Project Monitoring and Unit at the State Department of
Broadcasting and Telecommunications, Ministry of Information,
Communication and Technology. He holds a Bachelors and Masters of Arts
degree in Economics from the University of Nairobi. He has also attended
many short courses in planning, monitoring and evaluation, policy analysis
and project management, both within and outside the country, with the latest
being at the Kenya School of Government in 2013 (Strategic Leadership
Development Programme); World Bank Institute in 2013 (the Global Flagship
Course on Health Systems Strengthening and Sustainable Financing: The
Challenge of Universal Health Coverage) and Harvard School of Public
Health in'2015 (Making Decentralization Work: Tools for Health Policy
Makers and Managers). Mr. Elkana Onguti is the alternate Director, Postal
Corporation of Kenya Board, representing the Principal Secretary, Ministry of
lnformation, Communication & Technology.
Honors: Received the Presidential Award, the Order of the Crand Warrior of
Kenya (OCW) in 2013 for exemplary service.

9.

Julius Opini- Corporation Secretary

He holds Bachelors of Law, Bachelors in Economics and
Postgraduate diploma in Law

lx

J

$!E!

1-\.F-r,t

I



l.
I

L



POSTAL CORPORATION OF KENYA

EXECUTIVE MANAGEMENT TEAM

Mr. Dan Kagwe CEO & Postmaster General

>
Julius Opini

Masters of Law, Bachelors of Law, Bachelors Arls ( Economics)
Postgraduate diploma in Law

Corporation Secretary

B. Murerwa MBA (Entrepreneurship)
Bachelor of Arts (Economics), CPA (K), CISA.

CM / Business Development.

Eliud Lell Bachelor of Arts
GM/ Covernment Business

Joan Toroitich Bachelor olEducation

GM/ Operations
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E. lVlwaura - MBA, BSC in FSM, Diploma
Institutional Management.

GM /Courier Services

J.K - MBA, Bachelor of Arts, Diploma in HRM

GM/ Human Resource Development &
Administration

P.N. Gichuki Bachelor of Arts

Manager Corporate Communications &
Public Affairs.

.47 M Masinde -
MSC in Strategic Management, BBM -Supply Chain Manager Supply Chain Management

vid Fundia MBA Strategic Mgt CPA(K) AGM /Audit and Risk management

Milka Mugwe
Masters In Public Admin, Bachelor of Public Admin &
Communication

GM/ Mails
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James Kahonge
MSc in Business with IT, BCom Marketing CM/Payments & ICT

Lumadede Bachelor of Arts ln Military
Science

AGM /Security & Investigation

Peter Korir Exec. MBA CPA(K)

xlr
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- POS'I'AI- COITPOITATION OF- KF],NYA

1'I{ E, C HA I ITMAN'S STATEM E,N'T

On bchall'ol'the Board of Directors, I am honored to present to you the Annual Report and Financial

Statements of'the Postal Corporation of Kenya (PCK) for the Fiscal Year ended 3Oth .lune. 2019.

1'hough the reporled performance is still in deficit. tlie Corporation was able to meet its mandate to

Kenyans.

Pcrfbrmancc

Dr"rring tlre period under rcview. Kenya rcgistered an economic growth, avcraging 6.3%o. 'l'he

company rccorded a nct delicit of Kshs. 966.1 million compared to Kshs. 84.534 million in thc

previous period.

()rowth Stratcgy

I)C'K strategic plan 2016-2019. dellncs the organization's strategic dircction with thc lbllowing

agendas:-

o llcrurrr PCK to prolitability

o I'.nhancc hurnan rcsollrccs capacity builcling and changc nrauzlgcrncut

o I nstitut i orvaliz,c entcrpri sc ri sk manzrgcnrcnt

'l-his pillar rccognizcs I'(lK's unicluc positioning to pursue growth. cxpansion ancl clivcrsilication

hascd on thc platlbrm ol- its existing busincss. Kcy strategies to drive this agenda include:

Implcmcntation of financial improvement plnn by; inrplcmenting thc rcvct-tue and cost

manzrgcn-lcnt, managing operational cl'l'icicncics (actualization and optimit.alior^t ol.busincss solutions

e .g lrl{l'. and I)ebt paynlcnt and collcctions

Implcmcnt a marketing plan/busincss plans by;

Idcntilying and taping busincss opportunities in -Growing customer rctention, Innovatirrg and

adopting, dcvelopmcnt of'Mobilc Virtual Nctwork Operator. I'ublic Key infiastructurc. Ir-busincss

solutions. grow c-cornurcrce) and Assct urilllagcnrcnt optinrization

l)evelop work plans to cnsure the implcmcntation of thc Corporation Stratcgic plan by;
I)cvcloping iind irnplcrlcnting pcrlbnnancc contract that crthances human rcsourccs capacity in linc
u,ith thc work plans and clcvcloping ancl inrplcrncnting r.t.tcntorship arrd succcssiotr 1'rlanuing progranrs

Competcncl, dcl,clopmcnt and knou'lcdgc managemcnt by; [)cvcloping artd promotirtg continuor.rs

progress clcvcloprncnt progranrs intcrnally and nationally

Optimizc human resources by; Stall'rationalizatiort/placcrlcnt/voluntary carly rctircrrcr-rt

xiii
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. Dcvelop, implcmcnt and monitor cntcrprisc risk managcment (EItM) frame lvork by;

lrstablishing oll:ltM liarnework (risk log). Monitoring. cvaluating and rcvicwing I:ltM liamcwork

ancl l{evising sccurity policy

-l)cvelop and implcmcnt a busincss continuity plan (llCP) framcwork by; Irstablishing IlCI'}s,

Implcrnentation of cnterprisc rcsolrrcc planning (fiRP) Posta Wallet. Migration ol'lSO 9001:2008

l'O 9001:9015 and enlorccn.rcnt ol' cornpliancc. implcrrcnt rlarkcting plan and business plans by

idcrrtill,ing tap rlcw busitlcss opporttr.itics

iii. I'}coplc

I-lurnan rcsource rernains an important asset to thc achicvenrcrrt o1'I)CK's rlandatc and ob.icctivcs.

With a highly skilled workfbrcc as thc backbonc, I'}CK will bc well placed to cfl'eclively rcsponcl to

busincss opporturrities and challengcs.

It is thcrefore expectcd that PCK will address this human resources issue by reviewing the

organizational structure; revicwing the carecr progression policy: developing and implemcnting a

competitivc conlpcnsation and rcward systerrr and translormation of corporatc culturc in Iinc witli thc

sct stratcgic objectivcs as pcr PCK Stratcgic plan 2016-2019.

iv. Systcms and Proccsses

l'}('K will cor-rtinnously aclopt nxrclern IC'I'practiccs and scck leverage on the latcst atnd most

conrpctitivc slratcgy ol'cnhancing the application o1'n-roclern tcchnology as a busittcss drivcr. In this

rcgard. wc will continue pursuing thc intcgration and optiniization ol'dilltrcnt inlirrmatiorr

application systcnts and tcchnology platlbnlrs currcntly bcing irlplcnrcntccl by tltc Oorporation to

irnprovc on thc pcrlbrrnancc.

Apprcciation

On behalf ol- the []oard. Management and stafl', May I, start by thanking our customers. You are the

reason lbr our cxistence. Sincc we arc aware of this. and we will continue to strive fbr excellencc in

scrvices we ofl'er to you. Ncxt. to our sharcholder. (iovcrnment ol- Kenya (GOK), wc are gratelul lbr
thc support and opportr"rrritics given to thc []oard and rnanagcmcnt to enable I)(lK mcet its mandatc to

Kcnyans.

In closing. lct rlc cxprcss rny heartlclt apprcciation to all my directors lirr thcir cotnrrritment to thc

Corporation throughout tlic ycar. I an1 vcry gratcful lbr having a dynanric and intcrcstcd Board wltosc

work, through thc Main lloard and the various Cor-nmittees, is imprortant in the elfort to achievc

I)CK's Vision and Mission. May I also exprcss thc f]oard's thanks to the dedicatcd enrployecs.

rso
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. POS'I'AI- CORI'OITATION OF KT],NYA

POSTMASTER GENERAL ITE,I'OITT

It gives me great honor and pleasurc to prcscrrt to yolr the Postal Corporation of Kcnya Annual

Iteport and Financial Statcn.rcnts ltrr thc ycar cndecl 3Oth.lunc, 2019.1 arn happy to rcport that I'CK

has recordcd an improvcd financial pcrlormancc.

'l'lie improved perlbn'nancc capturcd in this rcport is attributed to prudent flnancial marragcnrcrrt.

dcdicatcd stall'and ellcctive guidancc liorn thc Iloarcl of'[)irectors. 'l'he Conrpany also took a

dcliberate route to partner with our cLlstomers ancl other stakeholders to not only becontc nlore

ct-tstonrcr lircr.rsed br,rt also be nrore elllcicnt in our opcrations in order til ensurc that scrviccs arc

provicied el1-cctivcly and timely. In 2018-201c). our commitmcnt to opcrational cxcellencc which

includes cost cr"rtting measures. gave lbrth to this improved set of financial results. []elow are some ol

thc highlights o1'the key perlbrmance indicators that capture the year under review:

F inancial l)crtormancc

'l'hc Corporation posted a clclicit of Kshs 96(r niillion lbr the linancial year cnclcd 30th .lune 2019

compared to Kshs ti4.5 nrillion achicvcd in thc Irinancial Year 2017118.

()pcrational l{cvenue

Revenue decreased to Kshs 2.6 billion in thc year under review fiom Kshs 3.5 billion recorded in thc

Irinarrcial Year 2017/18 equivalent to a25o/o clecreasc.

C)pcratin g I!xpcnditure

Whercas the Corporation operated within the budgeted expenditure durirrg the year. total operating

expenditure decreased by -13% to Kshs 3.610 billion liom the previous year's Kshs 4.163 billion.
'['hc decrease in thc operating expcnditurc is as a result ol-reduced opcrating and adn-rinistration costs.

Kcv I)ro.iccts

I)uring the pcriod under review. thc Conrpany laid llrrl measures fbr the implementation o1'key

pro.iccts whose status is givcn below:

1. ltnplcrnentation ol-crttcrprisc rcsourcc planning( Irli.l'}) is alnrost complctc

XV
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'l'his has assistcd thc Corporation in ntanaging and intcgrating thc itttportant parts ol' our

busincss in arcas strch liinancc. Ilunran rcsollrccs aud l)rocurctlcnt

2. Introduction ol-ncw Irinancial ancl Agcncy scrvices including agcncy banking.

3. Kisumu post ol'licc Builcling which is still otrgoing.

4. I:N4S ccntcr Iluilcling in inclustriitl arca r,r'hich is still ott going.

'l'hc Corporation is gcaring up to rcalizc its vision ol'bccortring thc leading providcr ol' innovativc

l)ostal and rclatcd scrviccs. Our cornntitnrcnt to touch pcoplc's livcs tltror.rgh cfficicnt provision o['

clLrality scrviccs rcntains stnrng. wc arc conllclcnt tliat wc shall continuc crcatittg valuc ltrr ttur

sharcholclcrs.

Apprcciation

On bchall'of the Managcmcnt. I wislt to extcncl our gratitudc to thc lloarcl ol'Directors lbr tlic

guiclancc aucl support thror.rgltout thc ycar and nrcurbcrs ol-stall'lirr thcir conrnritlncnt in scrving ottr

ctrstontcrs.

l)ostrna5J
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POSTAL CORI'ORATION OF- KI.],NYA

ANNUAL REPORT AND FINANCIAL STATE,MENTS
FOR TIIE YEAR E,NDF],D 30.IUNE 2OI9

COR POIT ATE G OVE RNANC E S'I'A'TE,M EN'I'

('orporatc Ciuvcrnancc dcals with thc wav cornpanics arc led and rnanaged. thc rolc ol'the lJoard ol'
l)ircctors and a fiamcwork ol- intcrnal controls. 

-l'he l]oard ol' Postal Corporation of' Kcrrya is

comnrittcd to upholding high standards ol'corporate govcrnance .

'l'he lloard of l)ircctors

'l'he l}rard is made r.rp of 6 non-cxecutivc Dircctors and thc l)ostmaster Gcncral (l'MG). 'l'hc

Directors are providcd with appropriate and timely inforrnation so that they can maintain full and

clfective control over the strategic, financial. operational and compliance issues of the Corporation.

'l'he day-to-day running of the busincss ol'the company's systetn of intcrnal conlrol is bestowed on

the Postmaster General who is the Chief Ilxccutive Officer.

a) Iixercisc leaclcrship. cntcrprisc. intcgrity ancl sound juclgtlcnt in c{ircctirrg l'('K to achievc
conti n uccl prospcrity :

b) Approvc and rcview stratcgic busincss and opcrational plans and cnsurc that PCIK has

sufflcient and appropriarte rcsourccs to achicve its goals:

c) [:nsr"rrc that elfuctive systerns of control arc ir-r placc to n]anage ma.lor risks faced hv I'}CK and

to sal-cguard its assets;

c)

I)rovidc oversight and gr.ridarlce to Senior Managemcnt so as to enhaucc cf)icicncy and

eflectiveness of the Corporation;

Ilnsurc that the Corporation complies with all statLltory and legal rccluiremcnts including
prescribcd codes o1' best practice;

Monitor and evaluatc organization pcrlbrmancc through cluartcrly rcports and agrecd key

pcrfunlancc incl icators.

s) Ilnsurc cl'fcctivc accountability to thc (iovcrnnrorlt through the Ministry of Inlirrrnation and

Conrnrunications in propcr nranagcmcnt ol'the allairs of thc Corporation.

h) Aclhcrc to thc principlcs ancl virtucs ol'goocl corporatc govcrnancc.

d)

r)

xvll
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I'OSTAL CORPOITATION OF KE,NYA

COR POIf ATE GOVE I{NANC Il STAT' FIM E N'I... C o nti n ued
lJoard Committces

l-hc l]oard discharges its lirnctions throurgh conrr-nittecs. Postal Corporation o1- Kenya has 3

conrmittccs as listcd bclow.

i. Audit and risk managcmcnt committec

'l'hc rnanclatc ol' the Cornnrittec incluclcs:

a) lrstablishment and rcview of intcrrral control systcnrs. risk nranagcurcut issr"rcs and intcnral
audit procedurcs lilr thc Corporation.

b) Establish the scope. nature and prioritics of inlernal audit. Review the internal audit progranls
rclating to all operational aspects o1'the corporalion.

c) Revicw rnajor findings on intcrnal audit, investigations and recommend to the Board reasoned
responses and/or contemplated actions thcreto.

d) Liaisc with extcrnal auclitor"s lirr audit progranrs. c(x)rclinating urilrlzrgcnrcnt rcsponscs to
lurauagonrcnt lcttcrs thcrcto prior to isslutrtcc ol'thc auclit certillcate .

c) I{cvicw thc external auditors' Iindings. issues and recommcndations arising in thc course ol'
ar.rclit.

lJndcrtake such other dutics or lunctions as may be assigned by the Board which are rclevant
to auclit and risk lranagement.

ii. IIuman ltcsourcc Committec

'l'he dutics ol'tlic C'omrrittee inclr.rdc:
a) Ilurlan resource rnanagement and dcvcloprncnt _- policies and their implemcntation.

b) Rcview succession planning at senior level and make appropriate recommendations fbr
considcration by the Board.

r)

c) I{cvicw the remur.rcration of stalf lor consideratior-r by thc I}oard.

Monitor thc irlplcrnentation olcorporatc governance policies alicr Iloard approval

F'inancc antl'l'echnical Committee

d)

1il.

'l'hc [irnctions ol'thc Conrmittcc incluclc to:

a) llcvicw'thc ('orporatior-r's llnancial statcnrcnts and budgct bclorc submissior-r to thc lloard

b) Approval ol'prccurcmcnt plans

xvlll

I





'POSTAL CORPOITATION OF KENYA

) d)

l)

CORI'OltATE GOVE,RNANCE STATE,ME,Nl'... Continued

c) Revicw clr.rarterly reports or-r tcnders thal havc becn awarded by thc 'l'cndcr Comnrittc-c.

Monitor customcr scrvicc standards and prodr,rctivity of rcsources.

I{evicw the Corporation's corporate business stratcgy and markct rcscarch dcvelopmcnt.

I{cvicr.l,postal opcrations. IJI)tJ standards and corrpliancc with [Jnivcrsal Service Obligations.

c)

iv. Ilusincss devclopment and Innovation committcc

'l'hc nranclatc o1' thc Conrrnittec inclr-rdcs

(a) Oversee the strategic dircction of thc Corporation's technology. innovatir)n. research and
product developmcnt programs, manager-nent issues, priorities and resoLlrce allocation in
tcrms ol'responcling to the C)orporation's agreecl corporate strategy

(b) Advisc the Iloard on tlrc principal isslrcs arising that rccluire considcratiorr by the Iull []oarcl

'l'hc Committec will also rcceive liom tinrc to tirne bricllngs on cxternal clcvclopmcnts in
rclcvarrt tcchnologics and rcsearclr Irclds.

lloartl/(lom m ittce mcctings

-l'he lollowing is the record of the Board and Committee meetings held during the year ended 30 June
2019

2018t2019 201712018

Mairr / Spccial Board

Audit and risk managcmcnl

IIuman l{esource

Irinance

Ilusiness dcvelopmcnt, and Innovation

l3

4

7

7

5

14

J

5

I
6

I
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I'}OSTAI- CORI'OIfATION OI.' K I.lN YA

ANNTJAI, ITEPOR'[ AND I-INANCIAI, S'I'A'I'I!MF]N'I'S }'OR'I'IIT] YEAI{ F]NI)I,]D 30.ITJNI.]
2019

M AN A (; I' M I.] N]' D I SC T I SS I 0N A N I) .,\ N A I, Y S I S

l. Introduction

2. Statutory l)rovision

(a) Audit

In accordarrce with thc provisions ol'Scction 20 Subsection 2 o1'Postal C'orporation ol'
Kcnya Act. thc Corporation is rccluircd to prcpare and subnrit Annual Accounts to
Auditor-(iencral by 3Oth Septcrrbcr cacli year.

:i. Iiconomic revicw'

'['lre Kenyan economy registered a GDP growth rate of 6.3Yo in 2018 compared to 4.1) in
2017 lnflation decreased to 6.3oh in 2017 lrom 8o/o in 2016 - Kenyun ecrtrutntic survc);
20 t9

.1. l'hcovcrall Iinancial positionol'yeur20ltt/20l9isattctkrssol'KShs(9(r(r.l)bclirrctax.

'l'ablc l- liinancial pcrfbrrnancc'l'rcnd in Kslrs millions

Particulars 2018t2019 2011t2018 2016t21n7 Variancc

llevcnuc 2.66t1 4 099 ? 55)
-35%

l)xpcnditure
hclbrc
exceptional
itcms 3.610 4.1 63 3.ti0(r -13%
Nct dclicit /
bclirrc tax (e66) (n4.s ) (1,242)

Nct dcficit/
aftcr tax (9(r(r) (84.s) (1,242)

i
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POSTAL CORPORATION OF KENYA

MANAGEMENT DISCUSSION AND ANALYSIS....continued

5. Financial performance

(a) Revenue

The overall Corporation operating Revenue registered a decrease of Kshs.888.3 million in
20l8l19 Compared to 2017/2018. This is attributable to reduced Courier business (IEBC)
that was witnessed in2017l20l8.

Other notable decreases were noted in sale of postage stamps by Kshs.22 million, postage
in bulk by Kshs.47 million, customs and clearing commission by Kshs.4l million and
miscellaneous revenue by Kshs. I 0million.

Significant increases were noted in parcels post by Kshs.69 million, foreign administration
income by Kshs.4l million, box rentals by Kshs.58 million and rent income by Kshs.3l
million

Revenue comparatives in millions

2018/2019. 2017/2078. 20't6/2017.

2,635 3,523 2,552

4,000,000,000.00

3,500,000,000.00

3,000,000,000.00

2,500,000,0m.00

2,000,000,000.00

1,500,000,000.00

1,000,000,000.00

500,000,000.00

2077 -2078

2016-2017 2018-2019

7 2 3

xxl
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POSTAL CORPORATION OF KENYA

MANAGEMENT DISCUSSION AND ANALYSIS....continued

The graph below shows financial performance trend from 2017/2018 to 201812019

I

1,800,0m,0m.00

1,600,0m,0m.00

1,400,0m,0m,00

1,200,0m,0m,00

1,000,0m,0m,m

e0,m0,000,00

600,m0,000,00

400,m0,000,00

200,m0,000.00

r REVENUE PER

8U$NESS DIV6ION

201&2019

r REVENUE PER

8U$NESS DIVISION

2017-2018

MAITS COURIER FINANCIAT & AGENCY RENT

xxll
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POSTAL CORPORATION OF KENYA

MANAGEMENT DISCUSSION AND ANALYSIS....continued

REVENUE PERFORMANCE PER STREAMS

Revenue analysis for 2018 I 2019

FINANCIAL &
AGENCY 4%

RENT 6%

COURIER 25%

MAILS 65%

(b ) Operating Expenditure

Operating expenditure ref'lected a decrease of KShs 553 million in 201812019 financial year
compared to 201712018. This was as a result of decreased expenditure in various items as

shown below.
Major Reductions;

. Administration cost-Kshs. 35 million due to reduced security and staff tea costs
o Staff cost-Kshs.7l million due to reduced staff numbers by 398
. Operational cost -Kshs.408 million due to reduced motor vehicle hire
o Training cost-Kshs.l8 million due to reduced training budget
o Other expenses-Kshs 6l million due to reduced expenditure in print and electronic

advertisements
o Maintenance cost-Kshs.55 million due to reduced ICT and building repairs within the

year
Major Increases:

o Conveyance of mail-Kshs.28 million due to increased airline conveyance costs this
matches the increase in parcel volumes

xxlll
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. .P0S'I'AI, CORPORA'I'ION OT' KI'NYA

MANAGIiMENT DISCUSSION AND ANALYSIS....continuecl

International scrvice costs-Kshs.44 million due to increased mail and parcel
international expcnses

Telephone and data-Kshs l0 million increase due to data expensc
Expenditure comparativcs in millions

a

a

201.8/20'1.9. 2017/2018. 2016/2017.

3,634 4,L86 3,806

C)perating Expenses per head 201812019

I

2018-2019

Stalf costs 2.091.31 5,213

Adrninislrativc cxpcnscs 131.717.015

Otltcr opclatitlrrul cxltcnscs 1.239.675.222

[)epreciation of PPti 141.244.840

Anrortisatiorr ol' lrrtangiblc Asscts 92[t.000
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POSTAL CORPORATION OF KENYA

MANAGEMENT DISCUSSION AND ANALYSIS....continued

Expenditure Analysis

2,500,m0,m0.00

2,m0,m0,m0.00

1,500,m0,000.00

1,000,m0,000.00

.207G2017

.2017-2078

r 201&2019

500,000,m0.m

0.m
Staff costs Admin cost operational

costs

Dep-
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POSTAL CORPORATION OF KENYA

MANAGEMENT DISCUSSION AND ANALYSIS....continued

Expenditure Analysis

DEPRECIAIION
TAMORTTZATTON O.2%

OPERATIONAL COSTS
34%

AOMIN COSIS 4%
STAFF COSTs 58%

(c) Financial Results

The financial results reflected an operating loss of KShs.966.l million compared to a loss of
Kshs. 85.4 million in201712018

(d) Ratios

Liquidity ratio:
Current ratio :

Gearing ratio:

2018t20t9

0.t8

2017t20t8

0.21 Current Assets / Current liabilities

0.78 0.6 Total liabilities/ Total Assets

-0.1 0.89 Net Profit /loss befbre taxlTotal AssetsReturn on investment
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I'C)STAI, CORPORATION OF KF]NYA

A N N UA I, II F] I'O IT]' A N D I.' I N A N C I A I, S]'A'I' E, M T] N'I'S
F'OR TIIE, YEAIT ENDI.]D 30 .IUNI] 2III9

('otil,oRA't'E s(x] A L I{ESl'ONS I BI L t't'Y S't'A't'EM IiN't' (CS R)

Our obligation in improving the cluality ol' lives o{' our customers is important to our corporatc

idcntity. Wc havc always strivcd to havc a positivc impact on socicty through irnprovirrg the livcs ol'

communitics who are our customcrs, while at the same time improving our corporatc image and

brand. Rcaching out to the communitics by contributing 1o thcir socio-cconomic developmcnt

constitutcs our core agcnda through the Corporatc Social l{csponsibility (CSR) program. 'l'hc

corporation is alivc to this fzrct and ovcr thc ycars. we have sr-rpportcd contmunities by allcviating

thcir burdcn and assislirrg thcnr lcad a bcttcr lil'c.

Our CSI{ program locuscs on improvemcnt ol- hcalth and sanitaliorr, assisting ncedy childrcn witli

school f-ces, sports and ernergencics.'l'he ['(]K liaternity continues to voluttteer thcir skills. tinrc arrcl

funds towards comnrunity projects as a way ol'invcsting in the society. 'fo this end, I'CK was ablc to

support a ncedy student from Kisumu girls with school fees, sponsor Posta Rangers lbotball club,

among other CSR activities within the current financial period. PCK's Posta Rangers Football Club

remains the corporation's signature CSR pro.lcct. l'he lootball team has helped to place the

Corporation on the Kcnyan sports rnap througli thcir participation and various achicvcnrents in the

national lbotball leaguc.

A^
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. I'OSTAL CORPOTTATION OI.' KI.]NYA

ANNI-JAL It I]I'OII'I' ANI) I.'INNNCIAI, S'I'A'I'I.IM I]N]'S
F'OR t'HE YE,AIr I.]NDUD 30.ILJNU,20t9

ItF],I'OII'I' OF' TTI E, DI I{F],CTOIT,S

'l'he directors of-Postal Corporation of Kcrrya (PCK) wish to subrnit their report together with thc
llrrarrcial statcmcnts lbr thc financial vcar cndcd 30.1r-rrrc 2019.

Principal Activities
Postal Corporation of Kenya, a Public Corporation set up in 1999 under Postal Corporation ol'
Kcnya Act Numbcr 3 of 1998 [-aws of Kcnya. is fully owned by the Govcrnment of Kerrya.
Its principal activitics are provision ol'l)ostal scrviccs and Postal financial serviccs.

2. ltcsu lts

l-oss be lirre 
-l'ax

Lcss ('orporation'['ax
Nct l)rolrt/ ( l.oss) alicr'l ax lirr thc Ycar

KShs
((966,104,609))

((966,10.1,609))

l)ircctors
I)irectors who servccl are sct out on pagc iii.

Auditors
'l-hc Auditors Ibr thc Corporation arc as rcportcd on pagc v and will continuc bcing irr ol'lrce
irr tlrc cotning flnancial year 201812011)

li1' Ordcr of thc llrtard

1

I

3

-t.

)

Oorporation Scc

Nairohi
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POSTAI., CORI'ORATION OF KE,NYA

ANNUAL REPORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2OI9

STATE,M E, NT OF D I IT T],CTO IIS' IT ES PO NS I I} I LI TI F],S

I'CK Act Nunrbcr 3 of 1998 recluirc that the l)ircctors preparc llnancial statemcnts in rcspect of thc
Oorporation. which give a true and fair view ol'1hc state of affairs of the Corporation at the cnd <lf'the
Iinancial year/period and the operating results of the Corporation for that yearlpcriod. 'l'he l)irectors
arc also rcquircd to ensure that thc Corporation kccps proper accounting rccords which disclose witli
reasonablc accllrelcy the linancial position of the Corporation. 'l'hc l)irectors are also rcsponsiblc lor
saf'eguarding the assets of the Corporalion.

'l-he I)ircctr)rs are responsible for thc preparation and prescntation of llnancial statements. which givc a
true and fair vicw ol- thc slate ol' af fairs ol' Corporation lbr and as at thc cnd ol'thc linancial ycar
(pcriod) ended on 30Junc 2019. l'his rcsponsibility includcs: (i) maintaining adccluatc flnancial
managemclll arrangcmcnts and ensuring that thcsc continue to bc elfectivc throughout thc rcporting
period; (ii) rnaintaining propcr accounting rccords. wliich disclose with reasonable accuracy at any
time thc llnancial position ol' the I'}CK; (iii) desigrring. implementing and nraintaining intcrnal
controls relcvant to the preparatiorr and fair prcsentation ol'the financial statements, and ensuring that
they are lice tionr material misstatcrncnts. whcthcr due to crror or lraud; (iv) saleguarding thc assets

of the Corporation; (v) selecting and applying appropriate accounting policics: ancl (vi) rlakirrg
accounting cstimates that arc rcasonable in thc circuurstzutccs.

-['hc I)ircctors acccpt rcsponsibility lbr Corporation's linancial statcmcnts, which havc becn prcparcd
tusing appmpriatc accounting policics supportcd by rcasonable and prudcnt.iudgcments atrd cstimatcs.
in conlbrrnity with Inlcrnatiorral Irinancial llcporting Standards (IFRS), and in the nranncr requircd by
the public managenlcnt Act and the State Corporatiorrs Act. 'l'he l)ircctors are ol- the opinion that the
Corporation',r finarrcial staterncnts givc a lruc and fair view ol- thc state of Corporation'.r transactions
during the linancial ycar ended 30.lune 2019. and ol'Corporationlr financial position as at thzrt datc.
'l'hc l)ircctors further conllrm thc complctcrrcss of thc accounting rccords maintaincd by thc
Corporation. which havc bccn relicd upon in thc prcparation of'Corporation',s llnancial statcmcnts as

well as the adcquacy ol'thc systems o['internal flrrancial control.

Nothing has come to thc attcntiorr of the Dircctors to indicate that the Corporaticln will not rcmain a
going conccrn flor at least thc ncxt twclvc months liom the date of this statcmcnt.

Approval of thc linancial statcmcnts

I'}CK's llnancial statenrcuts wcrc irpprovcd by the lloard on ...14t1' .lanuary,2O2O and signecl on its
behalf'by

Postmaster Gcneral ..Chairman.

xxrx
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Telephone: +254-(zo) j21 4ooo
E-mail: info@oagkenya.go.ke
Website: www.oagkenya.go.ke

REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAt

En hancing Accounta bi I ity

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-ooloo

NAIROBI

REPORT OF THE AUDITOR.GENERAL ON POSTAL CORPORATION OF KENYA
FOR THE YEAR ENDED 30 JUNE, 2019

REPORT ON THE FINANCIAL STATEMENTS

Adverse Opinion

t have audited the accompanying financial statements of Postal Corporation of Kenya
set out on pages 1 to 36, which comprise the statement of financial position as at 30 June,
2019 and the statement of profit and loss, statement of changes in reserves, statement
of cash flows and statement of comparison of budget and actual amounts for the year
then ended, and a summary of significant accounting policies and other explanatory
information in accordance with the provisions of Article 229 of the Constitution of Kenya
and Section 35 of the Public Audit Act, 2015. I have obtained all the information and
explanations which, to the best of my knowledge and belief, were necessary for the
purpose of the audit.

ln my opinion, because of the significance of the matters discussed in the Basis for
Adverse Opinion section of my report, the financial statements do not present fairly, the
financial position of Postal Corporation of Kenya as at 30 June, 2019, and of its financial
performance and its cash flows for the year then ended, in accordance with lnternational
Financial Reporting Standards (Accrual Basis) and do not comply with the Postal
Corporation Act, 1998.

Basis for Adverse Opinion

1.0 Going Concern

During the year under review, the Corporation recorded a deficit of Kshs.966,104,609
(201812019 - deficit of 84,534,739) thereby reducing the accumulated reserves from
negative Kshs.4,191,955,204 as at 30 June,2018 to negative Kshs.S,158,059,813 as at
30 June, 2019.

Further, the current liabilities of Kshs.7,322,278,116 exceed the current assets of
Kshs.1,323,519,684 resulting in a negative working capital of Kshs.5,998,758,432. The
Corporation is technically insolvent and is unable to meet its financial obligations as and
when they fall due. The financial statements have been prepared on the going concern
basis with the assumption of continued financial support from the Government, its
bankers and creditors.

Report of the Auditor-General on Postal Corporation of Kenya for the year ended 30 June, 20 I 9



2.0 Property, Plant and Equipment

The statement of financial position reflects an amount of Kshs.7,702,692,088 under
property, plant and equipment as at 30 June, 2019. However, thirty-three (33) parcels of
the Corporation land located in different parts of the country have ownership disputes. On
25 February,2019, Management requested the Ethics and Anti-Corruption Commission
(EACC) for assistance to repossess the illegally acquired parcels of land, but no tangible
results have been obtained to date. Further, during the year under review, there was
forceful occupation and demolition of the Corporation's properties worth Kshs.5,900,000
on plot number LR 2/840 in Thika and LR 21284 in Kiambu by the County Government of
Kiambu.

ln view of the foregoing, the Corporation's property, plant and equipment balance of
Kshs.7,702,692,088 as at 30 June, 2019 could not be confirmed as fairly stated.

3.0 Non-Disclosure of Rent Receivable owed by Huduma Kenya

The statement of financial position reflects an amount of Kshs.1 ,1 33,555,734 under trade
and other receivables which, as disclosed in Note 10 to the financial statements, includes
an amount of Kshs.102,179,671 in respect of rent receivable. However, records
provided for audit indicated that by 9 June, 2019, Huduma Kenya owed the Corporation
rental charges of Kshs.1,170,650,802 for spaces occupied in fifty-two (52) Postal
outlets throughout the Country. However, the amount owing has not been disclosed as
a rent receivable in the financial statements for the year under review. Further, Huduma
Kenya has been operating on a Memorandum of Understanding with Postal Corporation
of Kenya which expired on 17 October, 2018 making the memorandum invalid for the
remaining eight (8) months of the year under audit review.

Consequently, the completeness and accuracy of the rent receivable amount of
Kshs.102,179,671 as at 30 June, 2019 could not be confirmed.

4.0 Cash and Bank

The statement of financial position reflects a cash and bank balance of Kshs.189,963,949
as at 30 June, 2019 which, as disclosed in Note 11 to the financial statements, includes
a bank balance of Kshs.113,040,859. However, examination of bank reconciliation
statements revealed that unpresented cheques amounting to Kshs.4,510,604 were stale
and had not been reversed in the bank reconciliation statement and cash book. Further,
credits amounting to Kshs.20,516,702 in the bank statement had not been recorded in
the cash book for a period exceeding one year .

There were also items in the reconciliations described as deposits or receipts in the cash
book not recorded in the bank statement of Kshs.18,099,501 . lncluded in this amount was
Kshs.1,618,920 in Nakuru bank reconciliation statement which has been outstanding
since July, 2001. The Kenya Commercial Bank main account had receipts of
Kshs.4,591,560 in cash book not in the bank statements while there were debits in the
bank statement not recorded in the cash book of Kshs.34,422,095.

Report of the Auditor-General on Postal Corporation of Kenya for the year ended 30 June, 20 I 9
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ln view of the foregoing, the completeness and accuracy of the cash and bank balance
of Kshs.189,963,949 as at 30 June, 2019 could not be confirmed.

5.0 Trade and Other Payables

The statement of financial position reflects an amount of Kshs.7 ,322,278,1 16 under trade
and other payables which, as disclosed in Note 12 to the financial statements, includes
agency creditors of Kshs.2,471,519,800. The agency creditors includes agency accounts
balance of Kshs.827,210,274 which further includes an amount of Kshs.417,126,384 in
respect of the Government of Kenya Cash Transfer Programs under the State
Department of Social Protection.

It was noted that the State Department of Social Protection terminated agency services
in respect to cash transfer programs and the amounts due were to be paid back to the
respective cash transfer programs. The Management of Postal Corporation has not
satisfactorily explained why it has not remitted back the outstanding amounts due to the
Agencies. Although Management explained that the Ministry of lnformation Technology
and Youth Affairs (MolCT) is undertaking a restructuring programme for Postal
Corporation of Kenya to clean up the balance sheet, enable the Corporation to stay afloat
and be able to pay up some of the creditors, no correspondences were provided to
confirm this.

Further, included in the trade and other payables of Kshs.7,322,278,1 16 is an amount of
Kshs.7,772,024 owed to Telkom Kenya Limited. The amount includes billings of
Kshs.23,539,433 and payments for Kshs.103,096,293 which were not supported and no
ageing analysis was provided for audit verification.

ln addition, included in the trade and other payables of Kshs.7,322,278,116 is an amount
of Kshs.1,636,537,502 owed to the Kenya Post Office Savings Bank which was not
supported. Management had indicated that reconciliations were ongoing in respect of the
accounts between the two organizations. Further, the trade and other payables of
Kshs.7,322,278,116 includes an amount of Kshs.96,819,339 in respect of deferred
projects. Details of the projects were not provided for audit review.

ln view of the foregoing, the accuracy of the trade and other payables amount of
Kshs.7,322,278,116 as at 30 June, 2019 could not be confirmed.

6. Unresolved Prior Year lssues

Various prior year audit issues remained unresolved as at 30 June, 2020. Management
has not provided reasons for the delay in resolving the prior year audit issues.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Postal Corporation of Kenya Management
in accordance with ISSAI 130 on Code of Ethics. I have fulfilled other ethical
responsibilities in accordance with the !SSA! and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I believe

Report of the Auditor-General on Postal Corporation of Kenya for the year ended 30 June, 20 I 9
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that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my adverse opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on procedures performed, except
for the matters described in the Basis for Conclusion on Lawfulness and Effectiveness in
Use of Public Resources section of my report, I confirm that, nothing else has come to
my attention to cause me to believe that public resources has not been applied laMully
and in an effective way.

Basis for Conclusion

Non- Submission of Statutory Deductions

lncluded in the trade and other payables of Kshs.7,322,278,116 is also an amount of
Kshs.284,388,357 in respect of statutory deductions, out of which Kshs.278,172,711 is
owed to the Kenya Revenue Authority. The Management has not been remitting statutory
deductions as required by the lncome Tax Act, Cap 470. The unremitted amounts attracts
interest and penalties. Further, pensions and gratuities amounting to Kshs.915,233,134
had not been remitted to the Staff Pension Scheme. Management attributed this to lack
of cash flow and explained that the Ministry of lnformation Technology and Youth Affairs
was undertaking a restructuring programme for Postal Corporation of Kenya although no
correspondences was provided to confirm this.

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

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1Xa) of the Public Audit Act, 2015, based on the procedures
performed, I confirm that, nothing has come to my attention to cause me to believe that
internal controls, risk management and overall governance were not effective.

Report of the Auditor-General on Postal Corporation of Kenya for the year ended 30 June, 20 I 9
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Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standard
requires that I plan and perform the review so as to obtain assurance about whether
effective processes and systems of internal control, risk management and overall
governance was maintained in all material respects. I believe that the audit evidence I

have obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and those Charged with Governance

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

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

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

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public money is applied in
an effective manner.

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

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with lSSAls will always detect

Report ofthe Auditor-General on Postal Corporation of Kenyafor the year ended 30 June, 2019
5



a

a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

ln addition to the audit of the financial statements, a compliance review is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them in accordance with the provisions of
Article 229(6) of the Constitution and submit the audit report in compliance with Article
229(7) of the Constitution. The nature, timing and extent of the compliance work is limited
compared to that designed to express an opinion with reasonable assurance on the
financial statements.

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

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

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

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

. Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances and for the purpose of
giving an assurance on the effectiveness of the Corporation's internal control.

Report of the Auditor-General on Postal Corporation of Kenya for the year ended 30 June, 20 I 9
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Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Management.

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

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

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

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Corporation to express an opinion on the financial
statements.

a

a

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

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

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

AUDITOR.GENERAL

Nairobi

19 July,2021

!llr
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Postal Corporation of Kenya

Postal Corporation of Kenya
Statement of Profit and Loss
For the year ended 3O June 2979

Notes

REVENUES

Operating revenue

Finance income

Other Income

Other gains and losses

Total revenue

OPERATING EXPENSES

Adminstrative expenses

Other operational expenses

Finance costs

Total operating expenses

Operating Surplus/ (De ficit)

Net surplus/(Deficit) before tax

lncome tax expense

Net Surplus/(Deficit| after Tax

3,634,683,28O 4,L8'6,165,933

1966,104,609) (84,534,739)

(.966,104,6()9) 184,534,739!.

'966,104,609) 184,534,7391

2

3

4

5

2oL8 I 2oL9
KSHS

2,635,429,336

12,o27,314

37,068,866

(15,946,845)

2OL7 I 2OL8
KSHS

3,523,647 ,686

2,296,9lo

598,298,783

(t2,602,294)

2,668,529,6n 4,1o1,531,o94

6

7

8

2,229,092,228

1,381,671,962

23,919 ,O89

2,337,364,876

1,826,132,3O2

22,668,655

1
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Postal Corporation of Kenya
Statement of Financial Position
For the year ended 3O June 2O\9

Assets Notes

et

zotal2or9
KSHS

2Ot7l2Ot8
KSHS

Non- Current Assets
Plant Property and Equipment
Intangible asset

, Current Assets
Trade and Other Reccivablcs
Cash and Bank

Total Assets

Reserves and Liabilities
Current liabilities
l'radc & Othcr peiyarblcs

Reserves
General reserve
Revaluation Rcscrvc
T<>tal Rescrvcs
Non Currcnt liabilitics

9.a
9.b

10
11

t2

13
14

7,702,692,O88
317 266 473

7,736,114,740
318 194 473

8 19 95 561

1,133,555,734
189,963,949

8 309 213

1,32 3,519,684

9,343,4781245 9,434,247,460

7,322,278,116 6,446,942,721
7,322,278,LL6 6,446,942,721

(5,158,059,813)
7,779,259,943

2,O2L,2OO,L29

(4,197,955,2O4)
7,179,259,943
947 304 734

9,434,247,460Total Rcscrvcs and Liabilitics

The Financial
14th.Ianuary 2

Chairperso

Date :

General Manager

.?..%................... I)ate

ts on pagcs 1 to 35 were approved by the Board of Dircctors on
signed on its behalf by;

Postmaster General.

Datc: \

2

rcPAK *"....... 1.2..("

1,068,054,288
31 1,883,958

1,379,938,247

:_2-131?A4s_
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Postal Corporation of Kenya
Statement of Changes in Reserves
For the Year Ended 30 June 2OL9

Note General Reserrre Revaluation Resenre Total

As at 1 July 2Ol8

Net profit / Deficit for the year

Revaluation adjustment

Revaluatlon Gain

14,107,42O,4651

(84,s34,739)

7,179,919,943 6,392,801,5O7

(84,534,739)

(660,000)

As at 30 June 2018 14,l9l 7,t79,259,943 2,947304,739

ooenins OLIOT l2OLa 14.191 7 1 79.259.943 2.947.304.739

Net proflt / Deficit for the year (966,104,6091 (966,104,609)

As at 3O June 2O19 (5,158,O59,813) 7,179,259,943 2,O2I,2OO,L3O

3
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Pcstal Corporation of Kenya
Statement of Cashflows
For the vear ended 30 June 2019

Cash rcceipts from customers
Cash paid to suppliers and staff

Total cash flow from operating activities
Tax paid

Cash generated from operations

CASHFLOW FROM INVESTING ACTIVITIES

Proceeds from sale of assets

Purchase of Property and Equipments
Interest income

Cash advanced to staff
Net cashflow from Investing activities

2,467,284,602
2,694,553,291

3,663,731,146

(227,268,689) (341 ,591,544)

1227,268,6891 (341,591,544)

Notes

9

zOLal2Ot9
KSHS

2Or7l2OL8
KSHS

4 005 322 690

4,389,333
(94,494,925)

12,o27,314

2,O59,562

(37 ,959,437)
2,296,91O
(3,263,720)

(76,OL8,7L61 138,926,2471

CASH FLOW FROM FINANCING ACTIVITIES
I-oan Repayments

Loan interests

Dividend paid

Net cashflow from financing activities

Net Increase /Decrease in PCK Cash (3O3,287,4O5) (38O,517,791)

Cash to/ from others 181,367,396 395,215,306

Cash and Cash Equivalent at beginning 311,883,958 297,L86,443

Cash and Cash Equivalent at year end L89,963,949 311,883,958

Note: Cash to and from others refer to deductions from staff to sacco and banks and other received from agency clients
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Postal Corporation of Kenya

ment of Comparison of Budget and Actual Amounts#,","

l)rsc ri pti on

t{[]\']tNtiE

Lcss Ol'URA'tlN(; IIXPEN Dl'l'Lr Rtl

Stalf Cost 2.218,458,000

\drrinrstration Cost 192.45 1.000

)ireckrrs lixpenscs 3 1.220.000

')pcratitual Cost 5 14.3(13.000

rlonvevancc ol'Marl lixpcnscs l--19. 103.000

,'ntcrnatit,nal Scrviocs Iixpcrrscs 70.000.000

lcrrtal l:xpenses 30 1,800.000

,vlaintcnancc lixpcnscs 217.139.000

'raining l:xpenscs 24.100.000

'l clephonc and [)ata Conrnrunin 59.579.000

)ther expcnscs 542.936.30t)

Original hudgrt Ad.iustnrcnt

l() ilii2O 1 9 20ltr/2019

5,1,88,249,000 (1.,1.84,437 ,OOO)

I 5.930,200

31,435.800

( 1 0.500.000)

( I l(r..13(r,900)

(24.477.000)

(25.000.000)

(83.17-.].000)

(6.700.000)

( I r.665.000)

\284.772.7 30\

l'inal hudgct

21il8t201.)

4,003,81 2,000

2.234.388.200

223.886.800

20.720.000

397.926.t(N)

l 14.626,000

45.000.000

30 I ,800.000

134. I (16.()0()

1 7.400.000

47.914.000

258. I 63,570

,\ct ua ls

21|l'il2019

2,668,578,671

2,091 .3 I 5,213

124.07 | .273

I 3.705.743

34e.n38. t 48

t33.424.t124

93.726.t7 5

286.997.406

95.83 l. t e4

t.1.658.707

6 t.956.481

I 32.545.903

I'rrlirrnr:rnce tlil li'rcncr:

(1,335,233,3291

(L43,O72,9871

(99,815,527)

(7,OL4,2571

(48,087,9521

18,798,824

48,726,175

(14,8O2,5941

(38,334,806)

12,741,2931

14,o42,481

(L25,6L7,6671

4,3'l 1,349,300 (515,358,630) 3,795,990,670 3,398,O71,()66 (397,919,604)

l'rovision lirr Dcpreciation

.ton operatin!t expcnditLrrc

A rrrort i sat iorr

)rovision lbr bad dcbts

Surplus/(l)r:ficit) li)r thc vear

141,244,840

23,9t9,O89

928,000

70,520,284

3,634,683,280

{'966,LO4,6091

5
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POSTAL CORPORATION OF KE,NYA

ANNUAL REPORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2OI9

STI M M AIIY OF. SI(;N I I,.ICAN.I. ACCOTJ N.I.I N(; I,0 I,I C I ES

1'he principle accounting policies adopted in the preparation ol-these financial staternents arc set
out below:
I. GENERAI, INFORMAI'ION

Postal Corporation is a statutory body cstablished by an Act ol[)arlianrent, PCK Act Nurnbcr 3 ol'
1998 as a public Postal licensec providing Postal services. Postal llnancial serviccs and any other
duty as may be assigned to it.

For Kenyan Companies Act reporting purposes. the balance sheet is represented by the statement
of tlnancial position and the profit and loss account by the statement of profit or loss and other
comprehensive income in these financial statements

2. Statcmcnt of Compliance and Ilasis ol'l)repar:rtion

l-he llnancial statcments havc been prepared on a historical cost basis except for the mcasuretxent
at rc-valued anrounts olcertain itcrns ol'property, plant and equiprnent, marketable securities and
flnancial instruments at fair value, impaired assets at their estirnated recoverable amounts and
actuarially deterrnined liabilities at their presenl value. 1'he preparation of l'inarrcial statements in
conlormity with Intcrnational F-inancial Rcporling Standards (IFRS) allows the use of estirnates
and assumptions. lt also requircs rnanagerncnt to cxercise .iudgcrnent in the process ol'applying
the I'CK accounting policics. Thc llnancial statcments havc becn preparcd and prcscntcd in Kenya
Shillings. wlrich is thc functional and reporting cLrrrcncy ol-the l)ostal Corporatiorr ol'Kenya.

-[he flnancial statements have been prepared in accordance with the PFM Act. Postal Corporalion
of Kenya Act. and lnternational Financial l{eporting Standards (IFRS). J'he accounting policies
adopted have been consislently applied to all the years presented.

3. AI'I'LICA'TION OF NI'W ANI) IIEVISEI) INTIiITNATIONAL F'INANCIAt,
I{E p()r{TING STANDAttr)S (IFIiS)

i) Itelcvant neu' slandards and amendmcnts to published standards clTeclivc for the
year entlcd 30.lunc 2019

1l?,S 16: Leases

The new standard, ef-fective for annual periods beginning on or alter lst January 2019,
introduces a new lessee accounting rnodel, which requires a lessee to recognise assets and

liabilities fbr all leases with a terrn ol'more than l2 months, unless the undcrlying asset is
of low value. A Iessee is required to recognise a right-of-use asset representing its right to
use the underlying leascd asset and a lease Iiability rcpresenting its obligation to rnake

Iease payments.
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NOT I,lS'I.()'I'l I E I.- I NANC I A l. S'l'A'l'I.l M Ii N'I'S (Co n ( i n uetl )

I. AI'I'LICATION oF Ntiw ANI) ITEVISEI) IN'I'EIINATIONAI- IIINANCIAL
ItEI'>()R'f IN(; S-IANl)AltI)S (IF IfS) (Continuctl)

i) Ilelcvant ncw standards and amendments to publishcd standards cffective for thc
year ended 30.f une 2019(Continucd)

Application of IFRS l6 requires right-of-use asscts and lease liabilities to be recognised in
respect of most operating leases where the Company is the lessee.

IFRIC 23: Uncerluittt.l, Over inconrc tux lrculmcnts

'Ihe interpretation addresscs the dctcrrnination of taxable prolit (tax loss), tax bases,

unused tax losses. unused tax crcdits and tax rates. when there is uncertainty over incotne
tax treatments under IAS 12. It specitically considers:

Whether tax treatmenls should be considered collectively
Assumptions for taxation authorities' examinations
The determination of taxable profit (tax loss), tax bases. unused tax losses. unuscd
tax credits and tax rates
The effect of changes irr l'acts and circurnstances

Anrcndnrcnls to IFRS 9 titlad Prepoln1enl Feulurcs with Negative Contpansatiort (issued
irr Octoher 20ln

'I'he arnendrncnts, applicablc to annual periods beginning on or after I January 2019. allow
errtities to nreasure prepay,able financial assets with negative cornpensation at arnortised
cost or lair value through other comprehensive income if a specified condition is rnet.

Amcndmcnls to IAS 28 titlctl I.otrg-lcrm Intcrcsts itt Assttciules und Joinl Ventures
(issucd in Octoher 2017)

The arnendments. applicable to annual periods beginning on or after lst January 2019,
clarify that an entity applies IIrRS 9, rather than IAS 28, in accounting for long-terrn
interests in associates and joint ventures.

Amendmenls to IFRS 3 - Arrnual Intprovcments lo lf?S.s 2015-2017 Cyclc, issued in
Decemher 2017.
'l'he atnendments. applicable to annual periods bcginning on or after lst January 2019.

provide additional guidance on applying the acquisition rnethod to particular types of
business cornbinatiorr.

a

O
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NOTES'I'O TIIE I.'INANCIAL STAl'tlMIiN'fS (Continuetl)

i) Relev:rnt ncw stand:trds and amendments to publishcd standards efl'cctivc for the
year entled 30 Junc 2019(Continucd)

Anrcndmenls lo IFRS I I - Atrnual Impntventents lo lFRS.r 2015-2017 C_ycle, issued in
Decentber 20I7

The atnendlllerlts. applicable to annual periods beginning on or alier lst January 2019.
clarify that whcn an cntity obtains joint control ol'a business that is a joint operatitrn. it
does not re-rneasure its previously held interests

Amendments to IAS I2 - Annuul Improvements to /FRSs 2015-2017 Cycle , issued in
Decemher 2017

The arnendments, applicable to annual periods bcginning on or after lst January 2019.

clarify that all income tax consequences ol'dividends should be recognised when a liability
to pay a dividend is recognised. and that thesc incornc tax consequences should be

recognised in prolit or loss, othcr comprchensivc income or equity according to wherc the

entity originally rccognised thc transactions to which they are linked.

Amendmctrls lo IAS 23 - Arrrruul Impntvenrcnls ltt lf'fr.Ss 2015-2017 Cyclc, issuctl itr
Deccmhe r 20I7

'l'he amcndments. applicable to annual periods bcginning on or alicr lst.lanuary 2019.
clarily that thc costs ol'borrowings made spccilically lbr the purpose ol- obtairrirrg a

qualil,ving assct that is substantiallv conrplctcd can bc irrcludcd in thc detcrrnination ol'thc
weighted average ol'borrowirrg costs lbr other qualilying asscts.

Antcndntents ttt IAS I9 litled Plun Anrcndment, Curluilnrcnt or Sctllentent (issuad in
February 2018)

The arnendtnents, applicable to plan amendments. curtailments or settlements occurring on

or aficr the beginning of the first annual reporting period that bcgins on or alicr Ist
.lanuary 20 19. requires an entity to use updated actuarial assumplions to deterrnine current
service cost and net intcrcst for the rcmainder ol-the annual reporting period alier thc plan

atncndtncnt, curtailmcnt or settlement when thc entity re-measures its net deflned bcncfrt
liability (assct) in the rnanner spccilied in the amcnded standard.
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NOTI.I,S'X) TIIE I.'lNANCIAL S'l'A'l'EMIiN'tS (Continucd)

ii) New and amended standards and interprctations in issue but not yet effcctive in thc
year ended 30 Junc 2019

IPRS l7 Insurunce Contrucls (lssued l8 Mu.t'2017)

IFRS l7 requircs insurance liabilities to be rneasured at a current firlfillrnent value and provides a

rnore urrilbnr.l measlrrernent and prcscntation approaclt for all insurartce cotttracts. TIresc

requirernerrts are desigrred to aclrieve the goal o1'a consistent. prirrciple-based accounting for

insurance contracts. IFRS l7 sLrpersedes IFRS 4 Insurance ('onlracls as of I Janr.rary 202 l.

Anrcndmenls lo Refcrcnces lo tha ('oncepluul lt'runtcwork in IF-RS Standurls (lssuctl 29 Murclr
20l8- Applit'uhlc.fbr unnuul puiods hcginning Llunuur.t' 2020)

Togetlrer with the revised ('onceptuul F-rumev'ork pLrblished in March 20 18. thc IASB also issr-red

Antenclntcnts to llefbrcnc'as to thc Conceptuul liruntav,ork in IFRS Stundurcls. '['lre docutnent
contair.rs arrendrnents to IIrRS 2. II"RS 3. IFRS 6. IFRS 14. IAS I. IAS 8. IAS 34. IAS 37. IAS 38.
IFRIC 12. IFRIC 19. IFRIC 20. lFlllC 22.and SIC-32. Not allamendments. however update those
pronoLurcernents with regard to references to and quotes lrom the framework so thal they rel'er to
the revised Conceptual Framework. Sorne pronouncements are only updated to indicate which
version of the framework they are refererrcing to (the IASC frarnework adopted by the IASB in
200l. the IAS[] framework of 2010. or the new revised framework of 20l8) or to indicate that
definitions in the standard have not been updated with the new dcfinitions developed in the revised
(' on ce pt ua I l;j'um av,ork.

'l'hc [)iractor.: tlo rutt ltlun to rtppl.t'trrt.t'o.f lltt'ttltova trntil lhay ltce'ortrt'cl/tc'tive lJtt.sed on
lltcir usl;as,strtt,rtt ts.f tlrc /)tanliul intltuc't o/ upplic'utittrt of tha trbova, tha)'do trul a.rpacl llrttt
thara :rill lx, u .tigni/ie'ttttl intltttt't ott tlrc t'otrtlttrrt.tt'.s .finunt'itrl .\lulatncnl.\.

iii) [,]arlv adoption of stand:rrtls

PCK did not early - adopt any new or arncnded standards in year 20l8l2ol9

I



t

I

I

I



J
POSTAL CORPORATION OF KENYA

NO'I'ES l'()'tl I Fl I.' I NANC I A L S'l'A'I'I,l M I,lNl'S (Co n ti n ucd )

{. St IM M AILY ()F' SI(; N I I.-I(lAN'I- i\(l(lOtIN'l-l N(; I'()t,lCI ES

The principle accounting policics adoptcd in the preparation ol'these financial slatements are set

out below:

a. Revenue recognition

Revenue is recognised to the extent that it is probable that future economic benefits will
flow to the Corporation and the revenue can be reliably measured. Revenue is recognised at
the fbir value of consideration received or expected to be received in the ordinary course of
the Corporation lr activities. net of value-added tax (VAT), where applicable, and whcn
specific criteria have been rnct Ibr each of the Corporation 3'activitics as described bclow.

i. Revenue from the sale of goods and services is recogniscd in the year in which
thedclivers products to thc cLrstorxer, thc customer has accepted thc products and
collectability of the related rcceivables is reasonably assured.

ii Grants from National (lovcrnment are rccognised in the year in which the
Corporation actually receives such grants.

iii. Finance income cornprises intercst receivable fiorn bank deposits and investnrent
in securities, and is rccognised in profit or loss on a time proportion basis
using the e{fective intcrcst ratc rrcthod.

iv. Divitlcnd income is recognised in the incorne statcment in the year in which the
right to receive thc payrncnt is established.

v. Rental income is recognised in the incorne statement as it accrues Lrsing the
etl'ective lease agreernents.

vi. Other income is rccognised as it accrues.

l0
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POSTAL CORPORATION OF KI]NYA

NO'I'll S TO'f f I E F-I NANC I A L S'I'A'I'I.I M EN'I'S (Co ntin ucd)

b. In-kintl contributions

In-kind contributions are donations that are rnade to the C'orporation in thc fbrnr of actual
goods and/or services rather than in money or cash tcrms. These donations rnay includc
vehicles, equipment or pcrsonnel serviccs. Where the llnancial value rcccived fbr in-kind
contributions can bc reliably deterrnined. the Corporation includes such value in the
staternent of cornprehensive incorne both as revenue and as an expense in equal and
opposite arnounts; otherwise, the contribution is not recorded.

c. Propcrty, plant and equipmcnt

All categories ol'property, plant and equipment are initially recordcd at cost less
accurnulated depreciation and impairrncnt losses.

Certain categories of property, plant and equiprnent are subsequently carried at re-valucd
alnounts, being their tair value at the datc ol're-valuation less any subsequent accumulated
depreciation and impairrnent losses. Where re-rneasurernent at re-valued amounts is desired.
all items in an asset category are re-valued through periodic valuations carried out by
independent external valuers. -fhe 

last revaluation was done by Swatz Developers lirnited on
l" July 20 l 5.

lncreases in the carrying arnounts of'assets arising liorn re-valuation arc creditcd to othcr
comprehcnsive income. I)ecreases tlrat ollset previous increases in the carrying amount ol
thc same assct are charged against the rcvaluation reserve account: all othcr decrcases are
clrarged to prolit or loss in the incornc statetncnt.

(iairrs and losscs on disposal of iterns o1'propcrty. plant and equiprnent are deterntincd by
cornparing the proceeds fiorn the disposal witlr the net carrying arnount of thc items, and are
rcoognised in profit or loss in the income statelnent.

d. Depreciation and impairmcnt of property, plant and equipmcnt

F-rechold land and capital work in progress are not dcpreciated. Capital work in progress
relates rnainly to the costs of ongoing but incomplete works on buildings and other civil
rvorks and installations.

Depreciation on property. plant and equiprnent is recognised in the income statement on a
straight-line basis to write down the cost ol-each asset or the re-valucd amount to its residual
value over its estilnated usclll lilb.'l'he annual rates in use are:

Buildings and civil works
[,and
Motor vehicles, including rnotor cyclcs
Computers and related ecluiprnent
Olllce equiprnent, furniture and littings

50 years or the unexpircd lease period

years
years

ycars9
Nil

6

5

l0

No deprcciation is charged both irr thc ycar ol asset purchase and in the year of asset
disposal. Iterns of property. plant and equipment are reviewed annually for impairrnent.
Where the carrying amount of an asset is assessed as greater than its estirnated recoverable
amount. an impainnent loss is recognised so that the asset is written down imrnediately to
its estirnated recoverable arnount.

lt





POSTAL CORPORATION OF KE,NYA

NO'[E,S 1'O'[IIE I,'INANCIAL S'l'A'l'I]M]lNI'S (Conlinuctl)

e. Intangible assets

lntangible assets comprise purchased computer sofiware licences. which are capitalised on
the basis of costs incurred to acquire and bring to use the specific software.'Ihese costs are
arnortised over the estitnated useful life of the intangible assets from the year that they are
available fbr use, usually over five years.

f. Amortisation and impairmcnt of intangible assets

Arnortisation is calculated on the straight-line basis over the estimated uscful lifb ol'
computer software of flve years.

All cornputer sollware is reviewed annually for impairrnent. Where the carrying arnount ol
an intangible asset is asscssed as greater tharr its estirnated recoverablc amount. an
irnpairtnent loss is recognised so that the asset is written down immediately to its estirnated
recoverable atlount.

g. Investment property

Iluildings, or part of a building (frcchold or held under a finance lease) and land (freehold or
held under an operating lease) hcld lor long term rental yields and/or capital apprecialion.
and which are not occupied by PCK. are classil'ied as investment property under non-current
assets.

lnvestment property is carried at fbir value, representing open market value deterrnined
periodically by'independent cxternal values. Changes in fair values are included in prolit or
loss in [he incorne statelnent.

h. Financc and operating leascs

l.eases which conlbr substantially all thc risks and rewards of ownership to PCK are
classillcd as llnance leases. Upon initial recognition, the leased asset is mcasured at an
alrount equal to the lower of its fair value and the present value of the nrinirnurn lease
paynlents. and the asset is subsequently accounted for in accordance with the accounting
policy applicable to that asset.

All other leases are treated as operating leases and the leased assets are recognised in the
statement of financial position to the extent of prepaid lease rentals at the end of the year.
Payments made under operating leascs are recognised in profit or loss on a straight-line
basis over the term of the lease. Lease incentives received are recognised as an integral part
of the total lease expense over the ternr of'the lease.

l2





POSTAL CORPORATION OF KENYA

NOTES TO TIIE I.'INANCIAL S'I'AI'EMIiNTS (Continued)

i. Fixed intercst investments (bonds)

Fixcd interest investments rcler to invcstrnent funds placed under Central Bank of Kenya
(CIBK) long-term infiastructure bonds and othcr corporate bonds with the intention ol'
earning interest income upon the bond's disposal or maturity. Fixed interest investments are
fieely traded at the Nairobi Securities lixchange. The bonds are rreasured at fbir value
through prolit or loss.

j. Quoted investments

Quoted investrnents are classified as rron-current asscts and cornprisc rnarketable securitics
traded fieely at the Nairobi Securitics E,xchangc or othcr rcgional and intcrnational
securities exchanges. Quoted investntents are stated at fair value.

k. Unquoted investmcnts

[Jnquoted investments stated at cost under non-current assets. and cornprise equity shares
held in other Government owned or controlled entities.

l. I nvcntorics

Inventories are statcd at the lowcr o1'cost and nct realisable value. 'l'he cost of inventorics
cotnprises purchase price, itlport dutics. transportation and handing charges, and is
determined on the rnoving average pricc rnethod.

nr. 'I'rade and olhcr rcccivablcs

'l'radc and other receivablcs arc rccogniscd at Iair values less allowanccs fbr any
uncollectible amounts. J'hese are asscssed for irnpairment on a conl.inuing basis. An
estitnate is made of doubtful receivables based on a review of all outstanding amounts at the
year end. Bad debts are written offaller alleflbrts at recovery have been exhausted.

n. 'I'axatiorr

Current income la-r

Current income tax assets and liabilities fbr the current period are measured at the amount
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws
r.rsed to compute thc atnount are those that arc enactcd or substantively enacted. at thc
reporting datc in the area wherc I)C'K opcratcs and gcnerates taxablc incorne. Current
income tax relating to iterns recognized directly in net assets is recognized in net assets and

not in the statement of financial pcrformance.

Management periodically evaluates positions taken in the tax returns with respect to
situations in which applicable tax regulations are sub.iect to interpretation and establishcs
provisions where appropriate.

l3





I'OSTAL CORI'ORATION OF' KENYA

NO'[F]S 1'O'tllFl FINANCIAL S'l'A'fllMliN'l'S (Continuccl)

o. Cash and cash equivalents
Cash and cash equivalents cornprise cash on hand and cash at bank. short-term deposits on
call and highly liquid investrnents with an original rnalurity of three months or less, which
are readily convertible to known arnourrts ol'cash and are subject to insignificant risk of
changes in value. Bank account balances include arnounts held at the Central Bank of
Kenya and at various commercial banks at the end of the financial year.

p. Ilorr<lrvings

lnterest bearing loans and overdrafts arc initially recorded at f-air value bcing reccivcd. nct
of issuc costs associatcd rvith the borrowing. Subsequently. these are r-neasllred at amortised
cost using the eff-ectivc interest ratc method. Arnortised cost is calculated by taking into
account anv issue cost and any discount or prcrniurn on settlement. ["inance charges,
including pretniutns payable olsettlcrncnt or redemption are accounted for on accrual basis
and are added to the carrying amount of thc instrument to the extent that they are not settled
in the period in which they arise. I-oan interest accruing during the construction of a pro.iect
is capitalised as part of the cost olthe pro.f ect.

q. 'I'r:rdc :rnd other payablcs

'frade and other payables are non-interest bearing and are carried at arnortised cost, which is
rneasured at the fair value of contractual value of the consideration to be paid in luture in
respcct of goods and services supplied. whether billed to PCK or not. less any paymcnts
rnadc to thc suppliers.

r ILetircment henelit obligations

PCK operatcs a dellned contribution scherne lbr all full-tirne employees liorn January l,
2010.'l'he schcme is adrninistered by an independerrt body and is lunded by contrihutions
fiorn both the company and its employees. The cornpany also contributes to the statutory
National Social Security Fund (NSSI:;. 'Ihis is a defined contribution schemc registered
under the Retirement benefit Authority and National Social Security Act. l'he company's
total obligation under the DCS scheme and NSSF is currently at 12.5 7o of ernployees'
basic pay. The cornpany contribution to National Social Security Fund (NSSF is currently
at Kshs.200 per ernployee per rnonth.

s. Provision for staff leave pay

Ernployees' entitlements to annual lcave are recognized as they accrue at the enrployees. At
provision is rnade fbr the estirnated liability lbr annual lcave at the rcporting datc.

Balance at beginning of the year
Additional provision at end of year

Kshs
20l8lt9
9.984.200
( ss6.802)

20l7 t20ttl
9.103.847

280.:i53

Balancc at end of tlre year 9,127,398 g,

Provision lbr annual leave pay is bascd on services rendered by fLrll-tirne employees up to the end
ofthe year.

98-1,2(X)
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POSTAL CORPORATION OF KENYA

NOTES'tO TI{It FINANCIAL S'I'A'I'EMI,INTS (Continued)

t. Exchange rate differcnccs

'l-he accounting records are tnaintained in the functional currency of the prirnary econornic
environment in which thc PCK opcrates. Kenya Shillings.'fransactions in lorcign
currcncies during the year/period arc translated into the functional currenc), using the
exchange rates prevailing at thc dates of the transactions or valuation where items are re-
Incasurcd. Any fbreign exchange gains and losses resulting frorn thc settlentent of such
transactions and lrom the translation at year-end exchange rates of tronetary assets and
liabilities denominated in tbreign currencies arc rccognized in profit or loss.

u. Budget information
The original budget for F'Y 2018-2019 was approved by the National Assernbly on l8'l'June
2018 Subsequent revisions or additional appropriations were made to the approved budget
in accordance with specific approvals lrorn the appropriate authorities. Accordingly. the
Corporation recorded downward revisions ol- Kshs.5 15.358.630.00 on the 2018-2019 budget
Ibllowing approval.

The PCK's budgct is preparcd orr a diff'ercnt basis to the actual incornc and cxpenditure
disclosed in the flnancial statcnrents. 'l'hc llnarrcial statements are prepared on accrual basis
using a classillcation based on the nature of cxpenses in the statement ol' llnancial
perl'orrnance, whereas the budget is prepared on a cash basis. l'he alnounts in the flnancial
statements were recast {ionr the accrual basis to the cash basis and reclassified by
presentation to be on the same basis as the approved budget. A cornparison of budget and
actual alxounts. prepared on a cornparable basis to the approved budget. is then presented in
the statcment of comparison ol'budget and actual alnounts.

ln addition to the Basis dilference. ad.iustrnents to arnounts in the ftnancial statements are

also tnade lbr differences in thc lbrrnats and classiflcation schemes adopted for thc
presentation of the financial statctnents and the approved budget.

A staternent to reconcile the actual arxounts on a comparable basis included in the statement
of comparison of budget and actual amounts and thc actuals as per thc staterncnt of flnancial
pcrfbrrnance has been presented pagc 5 of these tlnancial statemcnts.

!' Compar:rtive figurcs

Whcrc neccssary comparative figures lilr the previous financial year have been arnended or
reconfigured to confbrrn to thc required changcs in presentation.

w. Subsequent events
'l'here have been no events subsequent to the llnancial year end with a significant irnpact on
the llnancial statements for the ycar ended June 30. 2019.
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POSTAL CORPORATION OF KENYA

NO'IES'I'O TI I F] I.'I NANC IA L S'l'A'l'ltM llNI'S (Contin ucd)

5. SIGN I FICANT .IT]I)GM I],N'I'S AND SOURCTiS
UNCE,RTAINTY

o F IIS'[I M A't ION

The preparation of PCK's financial statelnents in confbrrnity with IFRS requires rnanagernent to
rnake -iudgrnents, estitnates and assurnptions that affect the reported amounts ol rcvcnucs.

expenses, assets and liabilities. and the disclosurc ol contingent liabilities. at the end of the

reporting period. However. uncertainty about these assurnptions and estirnates could result in
outcomes that require a rnaterial ad-iustnrcnt to the carrying amount of the asset or liability
affbcted in future pcriods.

Estimates and assumptions
The key assumptions concerning the future and other key sources of estirnation uncertainty at thc

reporting date, that have a significant risk of causing a rnaterial ad.iustrnent to the carrying
arrounts of assets and liabilities within thc next flnancial year. are described below. I'ClK based its

assutnptions and estirnates on parameters available when the financial statements were prepared.

However, existing circurnstances and assumptions about future developments rray change due to
rnarket changes or circumstances arising beyond the control of PCK. Such changes are reflected
in the assurnptions when thcy occur.

Useful lives and rcsidual valucs
The useful lives and residual values of assets are assessed using thc lbllowing indicators to intbrrn
potential luture use and value from disposal:

. J'hc condition of the assct bascd on thc asscssment olcxperls employed by the PCK

. -Ihe 
nature ol'the asset, its susceptibility and adaptability to changes in technology and

processes
. The nature of the processes in which the asset is deployed
o Availability of funding to replace the assets
o Changes in the rnarket in relation to the asset

Provisions

Provisions were raised and management deterrnined an estimate based on the inforrnation
available. Additional disclosure of these estimates of provisions is included in Note 7(i)

Provisions are lreasured at the managelnent's best estirnate of the expenditure required to settle
the obligation at the reporting date, and are discounted to present value where the elTect is

material.

Provisional for bad and doubtlul debts are as per current policy that is L,ocal debts that are over
one year and international debts over seven years are provided at l00o/o.

l6





POSTAL CORPORATION OF KENYA
For the year ended 30 June 2019 (Cont'd)

NOTE 2
Revenue Analysis

Postal Revenue

Sale of stamps

Parcels

Postage in bulk
Receipts from Foreign admin
EMS Service

Money order commisson

Box/ bag Rentals

EFT commission

Posta Despatch

Direct Mail Marketing
Post Liner Bus services

Posta Pesa Comm.

Miscellaneous

TOTAL

Post shops

Posta shops

Total
Total postage and Post shops

Rent Income
AGENCY SERVICES

(KPOSB) Post Office Savings Banl
PCK and Teleposta Pension schemr

Kcnya power Commisions

Customs and Clearing commisions

13 618 977

2,4O3,732,784 3,2791799,546

2,664,445
3,659,56O 21664,445

2,407,392,343 3,28.2,462,991

168,962,292.94 130,708,066.88

2OL8 I 2OL9
KShs

2Ot7 I 2OLa
KShs

259,434,83I
253,244,331

310,019,458

185,880,436

395,758,344

35,130,368

916,271,449

5,574,253
4,688,717

3,777,932
13,015,302

7,318,385

282,230,497

183,413,116

357 ,219,151
144,498,O93

1,365,335,229

36,739,689

858,227,408
5,814,378

3,077,368
683,690

9,298,448
9,183,950

24,077,530

614,031.00

45,195.00

2,758,794.OO

26,O14,574.45

12,259,932.57

3,757,123.00

505,701.00

59,840.00

6,178,O55.O0

67,279,960.42

13,878,955.97

8,957,815.00

Mpesa and Airtel
Huduma Service commissions

Regional Agencies

Total Agency Revenue

Total Operating Revenue

13 625 o49.42 13 6t6 300.28

59,074,699 LLO,476,629

17

2,635,429,336 3,523,647,686
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NOTE

POSTAL CORPORATION OF KENYA
For the year ended 3O June 2o19 (Cont'd)

2Or8 I 2Or9
Kshs

3 Finance income
Bank Interest
Staff loans interes

12,o70,814
16,500

2OL7 I 2OL8
Kshs

2,2BO,4lO
16,500

12,o27,3L4 2,296,glo

4 Other Revenue 2OI-8|2OL9

Debt Recovery
Sale of Tender doc
Sale of Stores
Total

Kshs
2Or7 I 2Ot8

Kshs

36,222,993.00 587,754,610
440,O00

845 873 94 t73gzp6&960 Sge,aggJg_3

5 Non-Operating Rt 2O18l 2OL9

Gain/Loss on non
Foreign exchange
Total

Kshs
2OL7 | ?OLA

Kshs

(14,947 ,3gI)
,999.4641 (t2,602,284)

:f5.946.845 'L2,6O2,284
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POSTAL CORPORATION OF KENYA

Notes to the financial statements
For the year ended 3O June 2OL9 (Cont'd)

6. Administration Expense

zOtAl2OL9
Kshs

2,091,315,213

4,067,618

12,086,457

21,701,195

830,613

16,766,758

68,230,793

387,838
13 705 743

2.337.364.876

Staff costs 6.a

Consultancy Charges

Bank Charges

Office Administration

Corporate Social Responsibility

Insurance

Security Charges

Miscellenous expense
Directors expense

Total

6. a Staff costs
Salaries and Allowances

House Allowance

Leave allowance

Medical

Pension expense

2Ot8l2Ot9
KShs

1,325,245,28O

433,947,660

35,075,039

153,143,356
143,903,878

2OL7l2OtA
Kshs

2,162,782,886

3,237,348
15,848,704

29,055,266

1,562,269

20,939,088

87,200,216
371,350

I6 367 750

2OL7l2Or8
KShs

1,395,975,484

440,710,943

37,351,608

718,420,87 7

170,324,O79

2,O91,3L5,213

The average number of employees at the end of the year was
Permanent- Management staff 423
Permanent Unionisable staff 2,284
Contract and temporary staff 29

2,736

2,162,782,886

367
2,636

31
.,rU3+

19
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POSTAL CORPORATION OF KENYA
Notes to the financial statements
For the year ended 3O June 2019 (Cont'd)

7. Operatlons Expense

Operation Expense
Conveyance of mail
International Services Expense
Rental Expense
Maintenance
Training Expense
Telephone and Data Communication
Other Expenses
Provision for bad debts
Provision for depreciation
Provision for amortisation

note

7(a)
7(b)
7(c)
7(d)
7(e)
7(f)
7(el
7(h)
7(i)
9.a
9.b

2OL8l2OL9
KShs
349,838,148
133,424,824
93,726,r75

286,997,406
95,831,L94
14,658,707
61,956,481

132,545,903
70,520,284

r4t,244,840
928 000

Lr38l167l1962

2OL7 I 2OL8
KShs
758,71O,239
i05,005,223
49,502,366

283,364,431
151,595,753
32,995,046
51,o79,972

194,184,481
66,604,4O8

i33,090,384

1,826,132,3O3

7(a). Operation Expense

Postal Agencies
General Stores
Supply of Stamps
Vehicles Running Expenses
Compensation
Operating License
Transport hire, clearing and Freight charges
Travel subsistence allowances
Total

7(b). Conveyance of mail

Road
Air Internal
Air International
TOTAL

7(c) . Internatlonal Services Expense

International Parcel Services -
International Mail Services -
Total

20t8120L9
Kshs

7 ,717 ,269
40,055,090

3,475,466
r33,194,273

2,442,2O5
32,102,754
46,916,791
83,934,302

2OL7 I 2OL8
Kshs

70,436,694
53,859,718
7,479,762

118,885,385
1,632,345

38,677,474
435,672,794
92.066.067

34!L838.r48 75i&Ja0^239

2OL8l2OL9
Kshs

LL,521,54 1

t27.903.283
733.424-9%r

2OL8l2OL9
Kshs

47,956,942
45.769.233

93J126;t:15

2Ot7l2OL8
Kshs

11,133,2L7
23,138

93.1 13.183
l94.209.Eilg

2OL7 I 2OL8
Kshs

28,L88,243
2r.3t4.123

49,502,.,366.

a
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POSTAL CORPORATION OF KENYA

Notes to the financial statements
For the year ended 30 June 2o.19 (Cont'd)

7(d). Rental Expense

2Ot8 I 2OL9

KShs

2Ot7l2OL8
KShs

Site Rentals

Office Rentals

Total

7(el. Maintenance

Equipment leasing

Office Equipment Repairs

ICT maintenance and licences

Building Maintenance

Total

7(f). Training Expense

DIT

Training

Total

10,135,921 8,336,585

276 861 485 275,027,846

286,997,406 283,364,43L

59,854,385

18,243,OL3

3,349,459

L4 384 337

95,831,194

68,935,543

14,110,134

41,5O8,617

27 04r 459

151,595,753

1,753,800

12,904,907

L,gr7,75O

3L,O77,296

L4,658,7O7 32,995,046

7(gf. Telephone and Data Communication

Telephone lines

Mobile lines

Data communication

Total

L7,674,O81

3,983,399

40 299 001

61,956,481

L2,212,249

4,850,788

34 016 935

sL,o79,972
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POSTAL CORPORATION OF KENYA

'Notes to the financial statements
For the year ended 3O June z0l-glC,ont'df

7(h). Other Expenses ?OLA I 2OL9
Kshs

Furniture and Fittings (Repairs)
Electricity/Water
PCK Sporting Activities
Legal Expenses
Health, Safety Environment (HSE)
Shows and Exhibitions
Electronic Media Adverts
Print Media Adverts
Outdoor advertisement
Entertainment
Audit fees
Tax on fridge benefits
Total

Opening
Provision for bad debts
Bad debt Recovery

379,564
43,361,347
14,720,992
12,814,135
14,705,407
6,O25,907
9,4O4,864

10,877,660
16,611,922

394,120
2,900,000

349,985

2OL7l2ot8

691,L49
53,180,657

4,O49,365
1o,684,765
12,2L6,446
6,620,721

37,838,341
48,355,340
17,475,105

132,239
2,50o,ooo

440,354
132,545,9O3 194,L84,481

7(if. Provision for bad debts

The Corporation has increased the provision for bad debts by Kshs.66 million
to cover long outstanding EMS and other debtors that have been outstanding
for more than over one year.

2OL8|2OL9 2Ot?l20t8

2,356,582,232
70,520,284

(36,222,9931

2,877,732,434
66,604,408

(587,754,6tO)
TOTAL provision 2,39O,87915.23 2,356,582,232

22
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POSTAL CORPORATION OF KENYA

Notes to the financial statements
For the year ended 3O June 2019 (Cont'df

8. Finance cost 20tel2oL9 2Ot7lzOLa

23.919.089 22,668,655Interest on excess deposit (KPOSB)

Interest on long term loan q
22.668.655
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POSTAL CORPORATION OF KENYA
Notes to the financial statements
For the year ended 3O June 2Ol9 Cont'd)

9. a. Property, Plant and Equipment
I-,1 \ t) Bt I t)t\(;\ \ EHI( I-ES oFFt( E EQLIP. ( OlrPt',t URS TO I"\I,

5.i01 450.000cos t .ts .\T 0 r 07't0 r8 2,07 l,{9 rJ{3

1.506.956

25{,0 I 9,1 52

r 7.866.5S1

22t.120.469

t.1.874 610

165,519,967

12.s06.781

t,{00,970

I 0.691.8 I S

8,024,OO 1,90I

69,447,739Addrtions

Dislrcsals

AS ..\T 30ru6/18 5.101.t50.000 2.0?{,998.299 2? 1.885.70{ 215,995.099 I 88.r26.7{9 19.093.it9 a,o93,a49,64{'
Bll. B[-t\ D 0l/07,'20t7

Charge for the year

drsposals

(It2,?15,95{)

(1 t ,129 ,827 )

(6t,9 13,{07 )

(36,.r4+,517)

(37,99{,t I 2)

(22,t t2,O17l

(35,000J{3)

{33, r03,993)

1224,644,st6|.

( 133,O9O,384)

AS.t',l'10/06/t8 II2{.16s.78I) ( l 05,157,92r) (60.1 06.t5e) (68.10r.J36) (3s7,734,9OO1

Bal..\\u AS.{T l0 Jt \E 20t8

cosT As AT otloTzora

s,J0.l,{50.000

5,303,45O,fiX)

1.s50.8J2.5 I 8

2,O74,994,299

I 20.J2 2,1 I J

t88,426,749

19.09J,78S

4,57(),.1(x)

7.?J6.1 l{.710

8,O43,326,2sr

166,527,7t0

271,aas,7o4

l75,ttt.2{0

235,995,O99

18,193,288 
|

Additions
Dispoels
Dispoels
Cost as at 30.06.2014
I)I.]PRECIATION

51,356,062 
|

( 1s,3so,ooo)

39,593,400 
|

17,o3r,s721

5,496,091 
| 23.043.450 r37,642,29L

17,o3r,s72l
( 15,35O,OOO)

BAr BF1rID OrlOT|2OLA
Charge for the year

Dispoels
Dispo*ls

5,303,450,OOO 2,1 l. I,004,361

{ 124,16s,71 1l

(41,192,966)l

921,000

r93,922,440

168, r04,336)
(37,685,350)

s 1,6 13,850 8,198,626,970304,447,s32 254,144,347

( 105,3s7,924) (60,106, s9l
(38,767.014)l (23,see,s10)l

2,123,454

(3s7,7s4,9OO1

lt4r,244,A4Ol
921,OOO

2,123,458
TOTAl. DEPRECIATION 14r,r92,9661 138,767,Or41 (23,s99,s 1O) 137 (49s,934,8821
NET BOOK VALUE AS AT 30.()6.20IA 5,303,45O,OOO 2,069,811,395 L56,237',490 3l,6 r.3,850 7,702,692,O44265,680,5 18 230,saa,a77
l.'E-t BOOK \ ALt E,\S..rT t0.06/20rt 5,303,450,OOO 1,9sO,832,5 18 19,093,749 7,736,L14,740t66,527,780 175,aaa,2zto

9 b. Intangible asset

SOFTWARES WORK IN PROGRESS

o 1. 07.20 1 a 318,19+,-173 318, r94,.173

COMPUTF]R SOFTWARES .1,6+0,000 {-+,6-10,000)

ADDITIONAL

Amortization 92a,OOO 928,000

BAL CFWD 30.06.2019 3,712.OOO 3 13,554,473 3 I 7,266,+73

TheamountofKshs.3l3,5S4,4TSintangibleassetreferstosoftwareprojectsthatareongoingthusworkinprogress andwill
be amortized once complete.

Disposals ofKshs.15,35O,OOO and Kshs.921,OOO under building is in reference to destroyed PCK houses in kiambu town plot
and two demolished unhabitable houses at Yaya plots LR,No 1/37O and 1/371
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Notes to the flnancial statements
.For the year ended 3O June 2Ol9 (Cont'd)

2OLAl2Or9
Current Assets

Note lO

2OL7 lzOtA

Trade and Other Recelvables

Service Debtors

Foreign Administration
EMS
Bulky Postage

Money Orders Inter-state

Postapay

Rent Receivable

Rent Deposits

Total serglce Debtors

Agency:

Kenya post offrce Savings Bank

Telkom Kenya Ltd

Telposta Pension Scheme
Other Agency Debtors

Total Agency debtorg

Other Debtorg

Customs and Excise

Tax recoverable

Staff Advances

Other Deposits(court attachements,'I

I(shs

787,373,622

422,O59,068

r9r,877,677
58,492,069

L77,695,268

102,179,671

432,420

Kshs

690,934,948

343,33t,482
170,822,446

60,39s,648

t77,695,268
62,768,276

436,920

L,740rLO9,795 1,506,384,986

1,406,115,920

14,363,445

17,585,070
58,06 1,305

1,397,759,545

127,972,677

17,585,070
55,O49,722

L,496,r25,740 1,598,367,O 13

152,335

20t,o41,139
70,r22,O79

15,444,170

1,400,000

2A8.t99.723

20r,o41,139
72,489,717

44,553,664

1,400,000

319,884,52O
3,524,435,257 3,424,636,520
12,390,479,5231
1.133.555.7 '34

Note 11

Cash and Bank Balance

Annex 1 shows the comnerclal banks and account numbers in whlch cash ls held

Llospitals Deposits

Net Other Debtors

Total Debtore

I)rovrsion for tsad debts

Total Net Debtors

Cash on Hand

Bank Balances

Cash in transit
E-Value

Total

12,356,582,232t
I,068,O54,288

61,896,384

r 13,040,859

5,099,197

9,927,510

99,O52,764

152,128,O78

5,6t2,440

40,393,161

189,963,949 297,ta6,443
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POSTAL CORPORATION OF KENYA

Notes to the financial statements
For the year ended 30 June 2OL9 (Cont'dl

Note 12. Trade and other Payables 2Ot8l2Ot9

Senrice Creditors

Foreign Administration

Money Orders/lFS

Postapay(Revenue Share and Network fees)

New Posta pay EFT

Postal Orders

Key Letter Box Deposits

Rental Deposits

Conveyance of Mail

Total Service Creditors

Agencies

Agency accounts

Telkom Kenya

Kellya Post Office Savings Bank

Other Creditors

Statutory

Excise duty

Pensions and Gratuties

Retrenchment costs

Provision for staff leave

Institutions Insurances

Cooperatives

Bank Staff Loans

Administration

Operations

Rentals

Contigent liabilities

Training

Deferred Projects

Suppllers:

Other creditors
Miscellaneous

Totsl others
Total Current Payables

Kshs

40t,t97,878
r65,880,601

92,544,O72

1,31 1,450,560

4,422,640

t95,249,465

t7,250,389

230,Ot7,47 |

2,4L8,OL3,O77

827,2tO,274

7,772,024

1,636,537,502

2,47L,51 9,800

284,388,3s7

744,280

915,233,134

3,600,2 l5
9,427,398

9,846,122

80,765,830

196,575,970

37,358,664

422,027,656

85,O17,757

52,357,673

tt,430,278

96,819,339

70,297,676

156,854,889

2,432,745,239
7,322,278,116

2Ot7 /20ta

Kshs

323,366,932

1,94,O75,774

92,544,O72

1,220,OOO,228

4,422,640

188,530,625

3,050,120

t66,164,182

2,192,L54,572

797,294,606

87,328,885

1,604,97 1,802

2to,269,705

284,430

7 17,018,769

3,600,215

9,9a4,200

8,30 1,046

51,794,779

109,886,345

24,814,626

156,975,191

112,235,O32

52,357,67s

13,984,769

96,8 19,339

66,81 1,180

126 o47 r57

1,765,I92,856

26

6,446,942,721

__2,48eJ9E,2e2



?OSTAL CORPORATION OF KENYA
Notes to the financial statements
F6r the vear ended 3O Jun e 2019 (Cont'dl

13. General reserrre
2OL8 I 2OL9

RESTATED

2OL7 I 2OL8

As at 1 July (Restated)
Revaluation adjustments
Net profit / Deficit for the year

(4,191,955,2O4)

(966,tO4,609\

(4,1o7,420,4651

(84,534,739)

As at 30 June (5,158,059,813) ('4,L9L,955,2O4!,

L4. Revaluation resenre

As at 1 July (Restated)
Revaluation gain / adjustment

2OL8 I 2OL9 2Ot7 I 2OLA

7 ,179,259,943(7,179,2s9,9431

As at 3O June 17,179,259,943t. 7,179,259,943
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POSTAL CORPORATION OF KENYA

Notes to the financial statements
For the year ended 3O June 2OL9 (Cont'd)

15. Telkom debtors
PCK was in arbitration case with Telkom kenya on reconciliation of their accounts
PCK Debtors were offsetted against Telkom creditors as per the agreement
of both parties, since the debtors were earlier provided for under provision
for bad and doubtful debts the amount was closed to income statement.

16. Pension fund
The Corporation operates a defined contribution pension scheme managed
by a Board of trustee appointed by both the employer and the employee

L7. Huduma Kenya
The Corporation hosted Huduma kenya in its premises as agreed in the memorandum
of understanding of l7th October,2O13 which was to run for five (5) years.PCK is in
negotiation with Huduma Kenya for payment of various costs incurred by them
through their occupancy in PCK premises.
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POSTAL CORI'ORA'IION OF KENYA

NO'l'FlSTO'[IIFl F'lNANCIAL S'I'A'I'Fl,MItN'l'S (Continued)

17. IAS 24 Relatcd party disclosurc

1'he ob.ieclive of this standarcl is to cnsurc that I'CK linancial statcnlcnts contain thc
disclosures ltcccssary to draw attcntion to thc possibility that its lirrancial position and profit
ancl loss may havc bccn allcctcd hy tlic cxistcrtcc ol'rclatcd partics.

Related parlies ol'the Corporation includc the National Govcrnment, the Board of Directors
and key Management personnel. Transactions and benefits made to related parties during the
year are as sulnmarized below:

Shs.'000' shs.'000'
201 8/l 9 2017 118

(a) Payment to Board of Directors
in note No. 6 pagel7 13,706 16,368

(b) Senior Managenrcnt cmolutncnts 55.486 54,460

I 8. CAPI'I'AT, COM MI'I'M I.],N]'S
Capital cotnrnitnrcnts at the ycar- end lbr which no provision ltas becn Itrade in these llltancial
statclrlcnts arc:

Amounts atrthorisccl attcl cotttractcd lirr
Arrrorrnts authorizcs but not corttractcd firr
Lcss: Anrounts includcd in Work in

I 9. CON'I'IN(; I.]N'T I,IAI}I I,ITI TIS 2018t2019 2017 /20lt]

NSSF arrcars
li.etrenchnrent award

17.196.920

l6-560Jsf,
54.357.673

17.796,920
36.56Q,753
54.357,673

Kshs.lTm refers to NSSF arrears that is unpaid to date while 36.5 million was a court award for
forrner entployecs who had sued PCK lor rvronghrltcrrnirtatiott of cmploytnettt . 1'hc rtrling has

becn appealed.

20r8-2019

tt6.93 -l.265

33.363.470

o

55 l9 416

Kshs
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NOI'ES'l'O'ilIE l'INANCIAI. S'l'A'l'ItMliN'l'S (Continucd)

20. I'INANCIAI, RISK MANAGEMI.]N]'

I'CK's activities expose it to a variety o1' Il-rancial risks including crcdit and liquidity
risks and eflects ol'changes in lbreign currency. 1'he cornpany's overall risk management
programme locuses on unpredictability of changes in thc busincss environmcnt and seeks

to nrinimise the potential adverse effect o1' such risks on its perlormance by setting
acceptable levels o1-risk.'['he company does not hcdgc any risks and has in placc policics
to ensure that credit is only extendcd 1o oustomers with an established credit history.

1'hc company's linancial risk rnanagenlent ob.f ectives and policies are detailed bclow:

(i) Crcdit risk

I'CK has cxposLlre to credit risk. which is thc risk that a counterparty will bc
r,rnable to pay anrounts in lull whcn clue. Credit risk arises lrom cash and cash

ecluivalcnts, and dcposits with banks. as well as tradc and othcr receivables.

Managemcnt assesscs the crcdit quality of each customcr, taking into account its
llnancial position. past expcricnce and othcr lactors. Individr.ral risk limits are set

based on internal or external assessr-nent in accordance with liniits set by the
directors. The amounts prcsented in the statement of financial position are net of
allowances for doubtful receivables. estimated by the company's management
bascd on prior experience and their assessment of tlie current economic
environrnent.

1'he carrying amoLrnt ol' financial assets rccordcd in thc Ilnancial statemcnls
represcnting I'CK's maxinrum cxposurc to crcdit risk without taking account ol
thc value ol'any collateral obtaincd is made up as fbllows:
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POSTAL CORPORATION OF KE,NYA
NOTES'I'O'I'IIE F'INANCIAL S'I'A'I'EMI,lNI'S (Continuctl)

l'l NANC IA I IIISK MANAG llM t)N'l' (Continuctl )

(i) Crcdit risk (Continucd)

Fully
pcrfirrming

Kshs

At 30.lunc 2018
l{eccivablcs fiom exchange
transactions
I{cccivablcs lrom non-exchangc
transactions
Ilank balanccs
'f otal ,291 1,249,977,059 2

'fhc custorners under the fully performing category are paying their debts as they continue
trading. -fhc credit risk associated with these receivables is minimal and the allowance lbr
uncollectible anrounts that the company has recognised in the financial statements is considered
adequate to covcr any potentially irrccovcrable amounts.

PCK has signil'icant concentration ol crcdit risk on amounts due lrom Postllank and '['elkorl

Kenya.

l'he board ol'directors sets the company's crcdit policies and obiectives and lays dowrl
parameters within which the various aspccts of crcdit risk management are operated.

ii) Liquidity risk management

Ultinrate rcsponsibility lbr liquidity risk managemcnt rests with PCK's directors. whcl have built
an appropriate liquidity risk managerncnt liamcwork fbr thc managenrent o1' PCK's short.
medium and long-term funding and liquidity managenrent requirements. PCK managcs licluidity
risk through continuous monitoring of lbrecasts and actual cash flows.

'l'he tablc below reprcsents cash flows payable by tlie company under non-derivative financial
liabilities by their retnaining contractual maturities at the reporting date. 'flie amounts disclosed
in the table arc the contractual r-rndiscountcd cash llows. IJalanccs duc within l2 morrths eclual

thcir carrying balances. as the in-rpact of discounting is not significant.

'l'otal amount
Kshs I nr pai rcrl

Kshs

At 30 .lune 2019

Past duc
Kshs

787.373.622 364.963.860 422.409.762
Iteceivables fiom exchange
transactions

755.213,331.77 I .968.469.7 60.23
Receivables from non-exchange
transactions 2.723.683.092

189.963.949 Iti9.963.949 0Bank balanccs
l,3l0,l4l ,140.77

2,390,879,522.23'l'otal
3,701,020,663

26ti.525.1 86 422.409.762

I .9:i4,172.470

690.934.948

2.133.701.572

181 .922.771

799.529.102
181 .922.771 0
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POS'I'AL CORPORATION OF KI.],NYA
NO'I'FlSTO'[fIF] F'INANCIAL S'l'A'l'ItMIiN'l'S (Continucd)

l'l NANC IA L RIS K MANAG I,lM llN'l' (Conti n uetl)

ii) Liquidity risk managcnrcnt (Oon(inucd)

'l'otal

Kshs

At 30 .lunc 2019
-f 

radc a ablcs
('errrcrrt ortlq! qi lqlr<tryrltg:s
Provisiorrs
Dcl-erred inconrc

0

0

loycc bencflt obli II

0

9l 5.233. r 34
'l'otal

At 30 .lune 2018
'l-radc

('urrcnt of'borrowings
I)rovisions
Def'crred inconre

7,338,717,795

5.708.655.871

l:rn lo bencfit obli I () l.l 717 .018"769
7

0

0

0

0'l'otal 6,12

(iii) iVlarkct risk

'l'hc board has put itr place an internal audit lunction to assist it in asscssing thc risk faccd by
PCK on an ongoing basis. evaluate anc'l tcst thc dcsign and el ctiveness ol' its intcrnal
accounting and operational controls.

Markct risk is the risk arising lroni clrangcs in markct prices, such as intcrcst ratc. ccluily priccs
artd lbrcigtr exchangc rates rvhich rvill al'l'cct I)(lK's incomc <lr the value o['its holding ol'
flnancial inslrume nts. l'hc ob.iective ol'markct risk managcmcnt is to manage ancl conlrol nrarkct
risk cxposurcs tvithilt acceptablc paranrctcrs, while optimising the rcturn. Overall rcsponsibility
tirr rnanaging markel risk rcsts with thc Audit and I{isk Managemcnt Contrlittec.

'['hc contpan)"s I]irrancc'l)cpartnicnt is rcsponsiblc ltrr tlic dcvelt>pmcnt o['clctailcd risk
nlanagcltlott policics (sub.icct to rcvicw ancl approval by Audit and Itisk Managcmcnt
Conrntittcc) ancl firr 1hc clay to da1, iniplcrncntation of thosc policics.

'l'hcrc has hccn tttl clrangc to l'(lK's cxposurc to rnarkct risks or tltc ntanncr in rvhich il utanagcs
and nreasurcs the risk.
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I'0S'I'AI, COIII'OITA'I'ION OI.' KIiNYA
NO'I'ES'l'()'tl I E I.'INANCIAL S'l'A'l'liM liN'l'S (Oontinucd)

a) l'orcign currency risk

PCK has transactional currcncy cxposures. Such exposure arises through purcl-rascs of
goods and services tl'rat are donc in currencies other than tl're local currency. Invoiccs
dcnominatcd in loreign currcncics arc paid al1er 90 days from the date of thc invoicc ancl

conversiort at the tirle of payment is done using the prevailing exchange ratc.

'l'lie carrying arnount of PCK's loreign currency denominated monetary assels and
rrionetary liabilitics at the end of the rcporting period are as lollows:

Ksh
Othcr

currcncics
'I'otal

Kshs Kshs Kshs

At 30 .Iune 2019
Iiinancial
assets(investments. cash

.debtors)
0 687.554.095.93 6U7.554.095.93

Liabilitics

'['radc and other payables 0 289.493.364.96 289.493.364.e6

Ilorrou ings
0 0 0

Nct fbrcign cllrrcncy
asset/(liability)

3 9ti.0(r0.73 0.97 398,060,730.97
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POSTAL CORPORATION OF KENYA
NOTES'I'O 1'IlFl I'INANCIAL SI'A'I'I,IMIIN'IS (Continued)

I,'inancial llisk Managcnrent ((lontinucd)

(iii) Markct risk (Continucd)

Forcign currency scnsitivity analysis
'fhe l'ollowing table demonstrates the el'f-ect on the cornpany's state mcnt of
comprehensive income on applying the sensitivity lbr a reasonable possible change irr thc
exchange rate of the thrcc main transaction currencics, with all other variables held
constant. 'l'he reverse would also occur if the Kenya Shilling appreciated with all other
variables held constant.

Changc in
currcncy rate

EtTcct on Profit
bcforc tax eq u it'

Kshs Kshs Kshs
21119

1o%

1001.,

t0%
lOol,

Mf'cct on
u

I.,ttro

TISI)
201n
[:uro
t tst)

b) Intcrest rate risk

Intcrest rate risk is the risk that PCK's financial condition may be adversely af'fccled as a
result of changes in intcrest rate levcls. The company's interest ratc risk arises from bank
deposits. This exposcs the company to cash llow interest rate risk. l'he interest rate risk
cxposure ariscs tnainly liom intercst ratc movcmcnts on thc company's dcposits.
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POS'I'AI- COITPOITATION OF- KENYA
NO'I'ES'l'O'l'l ID I,'lNANCIAL S'l-A'l'ltMM'l'S (Continucd)

Financial llisk Managcmcnt (()ontinucd)

iv) Capital ltisk Managcmcnt

'fhe ob.iectivc of PCK's capital risk managcmcnt is to safeguard the Board's ability to continuc
as a going concern. PCK capital structure cor-nprises of the lbllowing funds:

l{cr alLratitln rcscrvc

[,ess: cash ancl barrk bali,rnccs

Nct clc exccss cash and cash uivalcnts)
(Jearin 6tJ"l,

2I. INCORI'0RA'I'ION

l-hc PostalCorporation is a statutory body established by an Act of Parliament, PCK Act Number
3 of 1998 as a public Postal licensee and is clornicilcd in Kenya.

22. EVENTS AFTEIT TIIE REPORTING I'ERIOI)
'l'here were no ntaterial ad.iusting artd non- ad.iusting events afler the rcporting period.

23. CI.]R.RENCY
'l'hc llnancial statcrrcnts arc prcscntecl in Kcnya Shillings (Kshs).

2018-21\9
Kshs

7.t7e.259.e43

2017-20ltl
Kshs

7.179,259,943
Re!q!qed earnings
Capital rsscrve

(4.1 91 .9ss,204) (4.re0.u7r,43{t)

'l'otal I'unds 2,91]7,301,739 2,988,388,504

'l otal borrowings 0 0

304.5t15.1(r2

304.5tt5,162

189.9(r3.949

189.963.949
6[J"],
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r POSTAI, CORPORATION OF KE,NYA
ANNUAL II,EI'ORT AND FINANCIAL STATE,ME,NTS
I','OR'l'lIE YI.l,AIl I,I,NDED 30 .lUNI.l 2019

APPI.]NI)IX I

PROGITESS ON FOI,I,OW UP OF' AUDITOR RI.]COMMIINDA'I'IONS
'[he following is thc sumr.rtry of issues raised by the cxtcrnal auc]itor. and managentent

conlr-nents that were provided to the auditor. We have nominated lbcal persons to resolve thc

various issucs as shown below with thc associatcd tirne liamc within which we cxpcct thc issr"rcs

to bc resolvcd.

Ilcfercn
cc No.
on thc

cxtcrnal
audit

Ileport

I.0

lssuc i
Observations
from Auditor

Focal l)<lint
person to

resolve the
issue (Nnzre

tutttl
designatiotr)

(iM/Opcratio
lts

Status:
(Resolved /

Not
Resolved)

Irxprircd
lcascs
I{csolvccl
othcrs

SS

Only I'ost
bank is in
pr()grcss

Timeframc:
(Put a date
when you
expect the
issue to be
rewlvel)

I)cc 2020

Managcment comments

2.0

3.0

I)lant, I)ropcrty
& lrquipnrcnt

(ioing ('onccrn

Cash and bank
balanccs

'l'he nranagement has
writlcn to CS [,and and
EACC

[]cing adclrcssccl througlr
i Iri provctnct.tt o l. rcvclt ttc
ancl cost cutting rlrcasLllcs

Outstanding issucs

Clcared

Postrnaster-
(]cncral lrlprovlng

clVCI{cscr

) 0

(iM [rinance

o22cc

022[)cc

i

+

4.0

5.0

Othcr
mattcrs

'l'raclc& othcr
rccei vablcs

Ite levant dcpartrlents are
addressing issues in order
to rcsolvc-

IlcconciIiation and
arbitration ncaring
complction

Issucs clcarecl

(lontract firr thc scrvicc is
attachcd

0

.l

'l'radc arrd

Othcr I)ayablcs

Posta switch and
Revcnues

I)rocurenrcnt ol'
liRl) Soliware

Corporation
sccretary .

GM/ Financc
I)cc 2020

+

6,7.8
()

ancl
Itcsolvcd Dcc 2020
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L, ! Appendix

I)ro.iects implentented by the Statc C'orporation/ SAGA lir"rndcd by dcvelopmcnt partners

l)ro.iccl tillc I)onrl r l)onrlr
cornnritlncnI

Status of I'rojects complction

Figure in millions

l'rujcct
Nunrllcr

l'criorl/
tlu ralion

Scparatc rlonor
reporting
rcquircrl ls pcr
(hc tlonor
agrecnrcnt
(Ycs/No)

(llnsolirlttcrl
in thcsc
linancial
statcnrcnts
(Yes/No)

MACIIAKOS
ROn I)
t]UILDING

ITMON'I'IIS YllS

2 KISLJMTI
I]I]II,DINC

SMON'I'IIS YIS

2

-)

I'ro.jcct 'l'otaI

pro.jcct
Cost
5l

l5

'l'otal
crpcntlcrl
to datc

Complction
'2, to tlatc

Ilutlgct Actual Sourccs of
luntls

IN'l'l:l{Nn L

lN I'l,ltNn I

MN ('IIN KOS
It( )n l)
tlt lil.t)tN(l
KISI ]MI I

Bt ril.t)tN(i

5l

:ll

too%

90%

5l

36
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3l
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