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I( EN YA I][,I]CTR ICITY TII;\NSM IS S ION COM PA NY LIMITED

I{EPOIIT OIT TI]E DIRECTORS

The directors have pleasure in presenting their repott togcthcr with the audited financial staternents of Kenya
Electricity Transmission Company Limited (the "company") for the year cnded 30 Junc 20 l3 which show its stare of
affairs.

PRINCIPAL ACTIVITIES

The principal activity of the company is to design, construct, operate and rnaintain electricity transmission
infrastruclure that forms the backbone of the Kenya's National Transmission Grid, build interconnectors to facilitate
regional power trade, and to wheel etectricity to The Kenya Power and Lighting Company Limited and other end
users from generators who produce powcr in bulk.

RESULTS

sh'000

a

Profit before taxation
Taxation charge

491,356
(200,052)

Profit for the year hansfcrred to revenuc reservc 2gl,2g4

DIVIDENDS

Thc directors do not rccommcnd thc payment of a dividcnd (20I 2 - Nil).

DIRECTORS

Thacurrcnt board of dircctors is as shown on page2. Mr. Pidesius Nyaga was appointcd a director with cffcct from
18 Dccembcr 2012. Mr. Hcnry Rotich and Eng. Joscph Njorogc bccamc dircctors in April 2013 by virtuc of thoir
apPoinEnent a8 the Cabinct Sccretary, National Trcasury and Principal Secrctary, Ministry of Energy and pctolcgm
rcspectivcly. Mr. Joscph Kinyua and Mr. Patrick M. Nyoikc ccascd bcing directors in April 2013 after vacating thcir
positions ae thc Pcrmanont Sccrclary to thc Trcasury and Pcrmancnt Sccrctary, Minisky of Encrgy rcspcctivcly.

AUDITORS

Thc Auditor General is rcsponsiblc for tho audit of thc comp'any's statutory financiat statcmcnts in accordancc with .

Scction 14 of thc Public AuditAct,2003. Scction iflt; of ttrc Act empowtrs the Auditor Gcncrai to appoint othcr
auditors to carry out thc audit on his bchalf. Acc6rdingly, Deloittc & Touche wcrc appolntod to carry out thc audit
for the year cndcd 30 Juno 2013 and report to thc Auditor Gcncral.

BY ORDBR OF

29 Novcmbcr 2013

Nairobi
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KENYA I]I-IJC'I'R ICII'Y TRA NSMISS ION COMPANY I,IM TTED

ST'A1'EMIiN'I' OF D IRECTOI{S' R ES PON S I t] I I-ITI I]S

The Kenyan Cornpanics Act requires thc directors to prepare financial statcrnents loreach financial year which give
a true and fair view of the state of affairs of the cornpany as at the end of the financial year and of its operating
results for that year. It also requires the directors to cnsure that the cornpany keeps proper accounting records which
disclose with reasonable accuracy at any tirne the financial position of the cornpan y. They are also responsible lor
safeguarding the assets ofthe company.

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

Thc directors accept responsibility for the annual financial statements, which have bcen prcpared using appropriate
accornting policies supported by reasonable and prudentjudgcrnents and cstimates, in conformity witfi International
Financial Rcporting Standards and in the manncr required by thc Kenyan Companies Act. Thc dircctors are of the
opinion that thc financial staternents give a true and fair view of the statc of affairs of thc company and of its
opcnting rcsults. Thc directors further accept responsibitity for the maintcnance of accoundnl rccords which may
bc rolicd upon in thc prcparation of financial statemcnts, as welt as adequatc systems of intcrnal financiat control.

Nothing has comc to thc sttcntion of the directors to indicatc that thb company will not rcmain a going conccrn for at
lcast thc ncxt twelve months from the date of this statement.

9
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29 Novcmbcr 2013
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REPORT OF THE AUDITOR.GENERAL ON THE KENYA ELECTRICITY
TRANSMISSION COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE 2013

REPORT ON THE FINANCIAL STATEMENTS

The accompanying financial statements of Kenya Electricity Transmission
Company Limited set out at pages 7 to 31, which comprise the statement of
financial position as at 30 June 2013, the statement of profit or loss and other
comprehensive income, statement of changes in equity and statement of cash
flows for the year then ended and a summary of significant accounting policies
and other explanatory information, have been audited on my behalf by Deloitte
and Touch6, auditors appointed under Section 39 of the Public Audit Act, 2003.
The auditors have duly reported to me the results of their audit and on the basis
of their report, I am satisfied that all the information and explanations which, to
the best of my knowledge and belief, were necessary for the purpose of the audit
were obtained.

Management's Responsibility for the Financial Statements

The management of Kenya Electricity Transmission Company Limited is
responsible for the preparation and fair presentation of these financial statements
in accordance with lnternational Financial Reporting Standards and for such
internal control as management determines is necessary to enable the
preparation of financial statements that are free from material misstatement,
whether due to fraud or error.

The management is also responsible for the submission of the financial
statements to the Auditor-General in accordance with the provisions of section 13
of the Public Audit Act, 2003.

Auditor-General's Responsibi I ity

My responsibility is to express an opinion on the financial statements based on
the audit and report in accordance with the provisions of section 15 (2) of the
Public Audit Act, 2003 and submit the audit report in compliance with Article 229
(7) of the Constitution of Kenya. The audit was conducted in accordance with
lnternational Standards on Auditing. Those standards require compliance with
ethical requirements and that the audit be planned and performed to obtain

I'r')mt)!tt7g.l;;tntnt,thilfiy tn tlte Puhlt. St;trtr
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reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosure in the financial statements. The procedures selected
depend on the auditor's judgement, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error.
ln making those risk assessments, the auditor considers internal control relevant
to the entity's preparations and fair presentation of the financial statements in
order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the
Company's internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the management, as well as evaluating the overall
presentation of the financial statements.

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

Opinion

ln my opinion, the financial statements present fairly, in all material respects, the
financial position of the Company as at 30 June 2013, and of its financial
performance and its cash flows for the year then ended in accordance with the
lnternational Financial Reporting Standards and comply with the Companies Act,
Cap 486 of the Laws of Kenya.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

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

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

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

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

Emphasis of the Matter

Without qualifying my opinion, I draw your attention to the matter referred under
note 3(b) of the financial statements.

2
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The company bills Kenya Power and Lighting Company (KPLC) Limited for
electricity wheeling services using postage stamp method. However, there is no
formal agreement between the Company and KPLC on the billing method to be
used.

During the year under review, the Company billed electricity wheeling services
amounting to Kshs.466,423,027 based on the postage stamp method to KPLC.
However, only Kshs.161,473,730 has been recognized as revenue in the
financial statements in accordance with IAS 18 resulting in a difference of Kshs.
304,949,297 between the billed wheeling revenue and the recorded wheeling
revenue. Revenue has been recognized to the extent determined by KPLC using
the embedded cost model.

Edward R. O. Ouko, CBS
AUDITOR.GENERAL

Nairobi

18 March 2014
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ITITEMENT OF pROFrr oR LOSS AND OTHER COMPREHENSTVE TNCOME
FqR THE YEAR ENDED 30 JUNE 2ot3

I

20t3
sh'000Notcs

161,474

(209,05t)

(47,587)

1,103,639

(5t 7,600)

(4?,095)

491,356

(200,062)

20t2
sh'000

314,847

(167,240)

REVENUE

$(PENSES

0.ossyPRoFrT

INCOME

BXPENSES

DEBTSPROVISION

BEPORETAXATION

CHARGB

Ffi.THEYEAR

CDT,IPRBHET.ISIVE INCOME FOR TIIE YEAR

OOI{PBBHBI\ISM INCOMEPOR THB 
'EAR

291,294 34,3U2

29t,294 34,3U2
@

3 (a)

3 (b)

4

147,567

960,gl2

(458,799'

(591,7S0)

57,910

(23,608)
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KEN YA ELI]CTR ICII'Y TRANS M ISS ION COM PAN Y I-IM ITI]D

STATEMENT OF I?INANCIAL POS]IION
AS A'I' 30 JUNE 20 I3

Notes

2013

sh'000
ASSETS
Non current assets
Property, planl and equipment
Intangible asset

Deferred tax asset

35,464,472

35,386,749
21,09t
56,632

58,126
255,653

7,gog,4y2

8,223,271

43,687,743

20t2
sh'000

21,454,069
23,t33

l2o,l34

21,597,336

l?8,604
6,967,291

7,145,895

28,743,231

Current rcsets
Corporalc tax receivablc
Trade and other rcceivablcs
Cash and bank balances

Total acreto

EQUITYAND LIABILITIES
Capltal lnd relervcg
Share capital
Rivcnuc rcscrvcs

Non-currcnt llabllltles
Dcfcrred grant incomo

Current llabllltler
Dcfcrrcd grant incomc
Tradc and other payablcs
Corporate tax payablc

Total equlty end llabllltler

8

9

l0

7(c)
ll

l2

I 3(c)

2,000
1,175,654

2,000
885,350

887,360

23,248,728

130,544
4,442,445

34,154

4,607,143

?8,?43,231

1,178,654

37,780,517

'144,E29
4,583,744

4,72E,572

43,6E7,743

I 3(c)
t4

7(c)

The financial statcmcnts on pagcs 7 to 3 I werc approvcd'and authoriscd for ieeuc by lhc board of directors on
29 Novcmber 2013 and wcre signed on its bchalf by:

8
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rc$vv,r* ELEC'rRrcrry IRANs M IS s IoN co MpANy LIMITED

srh
roh.

TEMENT OF CHANGES IN EQUITY
THE YEAR ENDED 30 JUNE 2OI3

conphonsivo incomo for tho yoar

At Iuol0l2

Ar fr2

ocprhanirn inocm fc thcycrr

h JurAtS

2,(Xr0 853,058

34,302

2r0i,0 tt5"360 tt7,36{'

2,000 tt73&

291,291

luly20lAt

Shere

capibl
I(shs'0(X)

Revenue

rcscrvc

Kshs'000

85 I,058

34,302

tt5,360

29t291

Total
cquity

Kshs'fi)O

E

2,N0 1,176,651 l,l?9,654
ry
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED

STAI'EMENT OF CASH I]I,oWS
FOR THE YEAR ENDED 30 JT'NE 2OI3

Creh flows from opcratlng actlvltler

1l

20t3
sh000

596,5U
(228,840)

367,74

(t4,1 10"324)
(6,t20)

%230t

q96729t

20t2
sh 000

2,912,159
(r rtJ62)

2,?93,7n

(e3at$11)
(r03ee)

92l.,118

6,0$,A43

I

Cash gencratcd from opcrations
Taration prid

Na oerh gcoontcd fronr opcrating rctivitiGs

Cuh Oowc fron hvcrtlng actlvlllor

Addldonr 0o ptoFtty, plut.nd cquipfli.ttt
Purchrro o'f inrngiblo rsra

NGt cldt urld ln lnwtlng rotiviticl

Crrh llom flon flnrnchg roftddcr

Dirridcad!p.id
(hrstt roodwd

Nd cldr tocrt.d fuin financiqS rctivttlG.

Insrur h cer& red cerh qulvehrtr

Crrt rnl csL rqrltrlcatr rt b4hnh3 olyan

Cul iad crrl cqllvrtcotr rt ond of yorr

nryromtcAhr:

Crrh iahdrdbratbdrnoa

t5
(c)

t
9

130)

(l4,ll6$1r'.) (98t3,9.13)

t4,690p0t
(20,0(x))

7,45,391

14,690p0t 1,115394

-

E
7,gog,4g2 69673e1

7,W9Ay2 6,96?29t
EFET ry

l0



K I.]NYA EI,I]C'fI{ICI'I'Y'I'I(ANSMISSION COMI'NNY I,IMI fEI)

NO' f I iS TO TI'l Il Ir IN A NC-- IA t. STA'I'EM Ir N'l'S
IIoI( I'IIE YIIAI( ENDED ]O JUNI] 20I3

ACCOUNTING POI.ICIES

Statemcn( of compliancc

The financial staternents have been prepared in accordance with International Financial Reporting
Standards (IFRS).

For the purposes of reporting under the Kenyan companies Act, in these {inancial statements the balance
shcet is represented by thc statement offinancial position and the profit and loss accouot is equivalent to
the statement of profit or loss.

Adoption of new and revised International Flnancial Reportlng Standards (IFRS)

i) Relevant new standards and amendmenls to published standards e/feclive for the yeor ended
30 June 201 i

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

Amcndments to
IFRS 7 Disclosures

- Transfcrs of
Financial Arsets

The amendments to IFRS 7 increasc thc disclosure rcquircments for transactions
involving transfers of financial asscts. These amcndments arc intcnded to provide
greatcr transparency around risk exposures oftranoactions wherc a financial asset
is transferrcd but thc transfcror retains somc lcvel of continuing exposurc in the
asset

Amendments to
IFRS I Severe
Hyperinflation

Amendmentc to IAS
I Prcscntation of
Itcms of Othcr
Comprehensive
Income

Thc application of thc amcndment had no effect on thc company's financial
statements as the compsny did not transfer any such financial asscts during the
year.

The amendmcnts regarding sevorc hlpcrinflation provide guidancc for entities
emerging from scverc hlperinflation cithcr to rcsumc prcscnting IFRS financial
statements or to prescnt IFRS financial statcmcnts for thc first time

The amcndmcnts had no effect on thc company's financial statcmcnts as thc
company is not a first-time adopter of IFRS.

The amendinentsto IAS I introducc new tcrminology for thc etatcmcnt of
comprehenbive income and'income statement. Undcr the amcndments to IAS l, thd
'statemcnt of comprchcnsivc incomc' is renamcd thc 'statcrncnt of profit or loss and
othcr comprehcnsivc incomc' and thc 'incomc'statcmcnt' is rcnamcd thc 'statemont
of profit or loss'. Thc amendments to IaS I rctain thc option to prcrcnt profit or
loss and othcr comprehensive income in eithcr a single statcrrcnt or in two scparatc
but consecutive ststcments. Howcvcr, the amcndmcntg to IAS I rcquirc itcrns of
other comprehensivc income to be groupcd into two categorics in the othcr
comprchcnsive incotmc section: (a) items that will not be rcclassified subsequently
to profit or ioss and (b) items that may bc rcclassified subscqucntly to profit or loss
when specific conditions are mct.

Incomc tax on itcms of othcr comprehonsivc incomc is reguircd to bc allocatcd on
thc samc basis thc amcndmcnts do not changc the option to prcscnt items of other
comprehensive incomc either bcforc tax or nct oftax.

Thc application of thc amcndments had no cffect.on thc company's financial
stateinents during thc financial year othcr than adoption of thc new statemc{rt title.

1I



KENYA ELECTRICITY'I'I{ANSMISSION COMPANY I,IMITED

NOTIIS 1'O TI{E FINANCIAL STATEMEN'I'S (Continued)

I ACCOUNTINC POLICIES

Adoption of new Rnd rcviscd lnternational Financial RePorting Standards (IFRS) (Continucd)

0 Relevant new and amended standards and inlerpretatiotrs in issue but not yet ellective in the year
ended 30 June 201 3

f,

New and Amendmenls lo the standards

IFRS 9, Financial Instruments

IFRS 10, Consolidatcd Financial Statement

IFRS I l, Joint Arrangements

IFRS 12, Disclosurc of Intcrcsts in Other Entities

IFRS 13, Fair Valuc Measurcment

IAS 19 (as rcvised in 201l), Employce bcriefits

IAS 27, Separate Financial Statcments (as rcvised in 201 l)
IAs 28, Investments in Associstcs and Joint venturcs (as icviscd in 201l)
Amcndments to IFRS 7, Disclosures - Offsctting Financial Aescts

and Financial Liabilities

Amcndments to IFRS 9 and IFRS Z, Mandatory Effcctivc Datc of
IFRS 9 and Transition Disclosures

Amcndmente to IFRS 10, IFRS r l and IFRS 12 consoridatcd Financiar
statemcnts, Joint Arrangemcnts and Disctosuro of Intercsts in othcr Entitics:
Transition Guidancc

IAs 32, Financial Instrumcnts: Prcsentation - Amendmon6 to applioation
guidancc on thc offsctting offinancial asscts and financial liabilitics
Annual Improvemcnts to IFRSo 2009-2}ll Cyclg

E/fec t i ve /o r a nnu a I pe riods
beginning on or aller

I January 20 I 5

I January 2013

I January 2013

I January20l3

I January 2013

I January 2013

I January 2013

I January20l3

I January20l3

I January 20 I 5

I January 2013

I January2014

I January20l3

l2
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KI JN Y A IJI,[]C'I'I{ ICII'Y'f Ii ANS M IS SION COM PA N Y LI M I'I'EI)

NO'l'US 1'O'fflE ITINANCIAL STATIIMIINT'S (C'onrinued)

I ACCOUNI'ING POI,ICIT'S

Adoption of ncw arrd rcvisctl Interrrationat Financial llcporting Standards (IFRS) (Continucd)

ii) lmpact of relevanl new and amended standards ond interprerarions on the financial statemenls Ior the
year ended 30 June 201 3 andfuture annual periods

IFRS 9, Financial Instruments

IFRS 9 issued in November 2009 introduces new requirements for the classification and measurernent of
financial assets. IFRS 9 amended in October 2010 includes the requirements for the classification and
measuremcnt of financial liabilities.

IFRS 9 requires all recognised financial assets lhat are within the scope of IAS 39 f'rz ancial Instruments:
Recognition and Measurement tobc subscquently measured at amortised cost or fair value. Specifically,
debt investments that are held within a business modcl whosc objcctive is to collect lhe conhactual cash
flows, and that havc contractual cash flows that arc solcly payments ofprincipal and interest on the
principal outstanding are generally measurcd at arnordsed cost at thc cnd ofsubsequent accounting
periods. All other debt investments and equity invcgtmsnts arc measurcd at their fair values at the end of
subsequent accounting periods.

The most significant cffect of IFRS 9 rcgarding thc classificstion and measurement of financial liabilities
relates to the accounting for changcs in fair valuc ofa financiat liability (dcsignated as at fair valuc
through Profit or loss) attributablc to changco in thc credit risk of that liability. Specifically, under IFRS 9,
for financial liabilitics that arc dcsignated ar at fair value through profit or loss, the amount ofchango in
tho fair valuc of thc linancial liability that is attributablc to changcs in the crcdit risk of that liabilityis
recognised in other comprehensive income, unlcss thc rccognition of thc cffects of changcs in thc
liability's crcdit risk in other comprchcnsivc incomc woutd create or entargc an accounting mismatch in
Profit or loss. Changcs in fair valuc attributablc to a financial liability'i crcdit.risk are not subscqucntty
rcclassified to profit or loss. Previousln undcr IAS 39, thc entirc amouht of tho changc in thc fair valuc of
thc financial liability dcsignatcd as at fair valuc through profit or loss was rccognised in profit or loss.

IFRS 9 is effcctivc for annual periods beginning on or after I January 2015, with earlier application
pcrmittcd.

Thc directors anticipate that IFRS 9 will be adopted ia the pompany'i financial statcmcnts for thc annuat
pcriod bcginning I January 2015 and that the application of IFRS 9 may have a significant impact on thc
amounts reported in rcspcct:of the company's financial asscls and financial liabilities (c.g the company .

will classify financial assets as subscquentty megu/ed at cithcr amortised cost or fair value). Howlvci, it
is not practical to provide a reasonablc cstimate ofthe effect until a detailed rcview has bccn complctcd.

Itr'RS 13, Falr Value Measurement

IFRS l3 rcplaccs the guidance on fair valuc mcasurcorcnt in cxisting IFRS accounting literaturc with a
singlc etandard. The IPRS is the result ofjoint cfforts by thc International Accounting Standards Board
(IASB) and thc Financial Accounting Standards Boara (feSn; to develop r 

"onr"rg"d 
fair value

framewo*. The IFRS defincs fair naluc, providcs guidancc on how to detcrminc fair value and reguires
disclosures about fair valuc mcasurcmcots. However, IFRS. 13 does not changc thc rcquiremcnts regarding
which itcnrs should bc mcasurcd or discloscd at fair value.

a

IFRS 13 applies when anothcr IFRS re.quires or permits fair valuc measureinents or disclosurcs about fair
vatuc mcasuremcnts (and measuremcnb, such a8 fair.value loss cosls to sell, based on fair valuc or.
disclosurcs about thosc mcasrircments).

With some exccptions, the standard requircs cntities to classify thesc mcasurcments into a 'fair valuc
hicrarchy'bascd on thc naturc ofthe inputs:

t3
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NO'I'IJS'I'O TI IIJ IIINANCIAI, S'I'A]-I]MIINI'S

ACCOUN'I-INC POLICIES

Application of new arrd revised lrrtcrnational Financial Reporting Standards (IfRSs) (Continuetl)

iii) lntpact of relevanl new and anendetl slandards and interprctations on the financial statemenls for
the year ended 30 June 20 I j and luture annual periods (Continued)

IFRS 13, Fair Value Measurement

Level I - quoted prices in active markets for identical assets or liabilities that the entity can access
at the measurement date;

l*vel 2 - inpuls other than quoted market prices included within level I that are observable for the
asset or liability, eithcr directly or indirectly; and

Level 3 - unobservable inpuls for the asset or liability.a

IFRS l3 is effective for annual periods beginning on or after I January 2013, with earlier application
pennitted.

The directors anticipate that IFRS l3 will be adopted in the iompany's financial statements for the annual
period beginning I July 201 3 and that the application of thc new Standard may affect the amounts reported
in the financial statements and result in more extensive disclosures in the financial statemcnts, howcvcr, thc
company is yet to asses IFRS l3 full impact and intcnds to adopt the standard not later than the accounting
pcriod bcginning on or after I January 20 I 3.

. Deferred Tar: Recovery of Underlying Assets (Amendments to IAS l2)

This amends IAS 12, lncomc Taxes, to providc a prcsumption that rccovcry of the carrying amount of an
asset mcasurcd usinS the fair value model in IAS 40, Investment Property, lvill normally be through sale.
As a rcsult of the amendments, SIC-2 I , Income Taxes - Recovery of Revalued Non-Deprcciable Assets,
wouid no longcr apply to invcstmcnt propcrties carried at fair valuc. The amendments also incorporate into'lAS l2 the rcmaining guidancc previously contained in SIC-2 I , which is accordingly withdrawn.

The above amendments are gcncrally effective for annual periods beginning on or allcr I January 2013.
The company will apply this amendment prospectively. Thc directors snticipatc no matcrial.impact on thc
compsny's financial ststements currently as the company does not have investment properties. Howcver,
thc company would havc to apply this standard to any such airangements cntered into in thc future.

IAS 19 (as revlsed ln 20121, Employee Benefitso

Thc amcndmcnts to IAS l9 changc thc accounting for defined bencfit plans and termination bencfits. The
most significant changc rclates to the accounting f6r changes in defincd benefit obligations and plan assets.

The amendments reguire the recognition of changes in defincd benefit obligations and in fair value of plan
assets when they occur, and hcncc eliminate thc 'corridor approach' pcrmittcd undcr thc prcvious version
of IAS l9 and accclerate thc rccognition of past service costs. The amendments requiro all acruarial gains
and losses to be recognised immcdiatoly through other comprehensivc incomc in ordor for thc net pension
asset or liability recognised in thc statemcnt of financial position to reflect the full value of thc plan dcficit
or surplus.

The amendments to IAS I 9 arc cffective for annual periods beginning on 'or aftor I January 201 3 and
rcquirc retrospcctivc application with certain cxccptions. The directors anticipate that thc amcndmcnts to
IAS 19, whcn adopted, wilt have no impact on thc company's financial statcmcnts as thc company does not
have defined bcnefit plans. '

(iv) Early adoption ofrtandards

The company did not early-adopt any new or amended standards in the year
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ACCOUN't'tNC l'Ot,tCtDS

lirrrployce bcncfits costs (Continuetl)

(i) Retirerncnt benefitobligations (Continucd)

ln addition the cornpany pays gratuily to lop managernent on contract. The gratuity is paid at the cnd of the
contractperiodattherateof l5o/oancl3lYoofthetolal basicsalaryoverlheconlractperiod. Anaccrual is
tnade for gratuity based on the rate of I 5%o and 3lYo pa.

Paylents to defined contribution retirement benefil plans are recognised as an expense when ernployees
have rendered service entitling thern to the contributions.

(ii) Otherenlitlemenls

The estimatcd monetary liabilily for employees accrued teave entitlement at the reporting date is
recognised as 8n expcnso accrual.

Foreign currencles

The financial slatemenls are presented in Kenya Shillings, which is the company's functional and rcporting
curcncy. In preparing the financial statements, trsnsactions in currencies other than thc entity's functional
currency (forcign currencies) arc rccognised at the rates ofexchange prevailing at the dates ofthc
transactions. At the end of each reporting period, monctary items denominatcd in forcign currencies are
rclranslated at the rates prevailing at that date. Non-monetary items that are mcasured in terms of historical
cost in a forcign currcncy arc not retranslatcd. Exchange differenccs on monetary items are recognised in
profit or losg in the pcriod in which they arisc.

Comparatives

Whcre necessary, comparative figures have been reclaseificd to conform to changcs in prcsentation in thc
currcnt ycar.

2 CRITICAL JUDGEMENTS IN APPLYING THE ENTITY'S ACCOI.'NTING POLICIES

In the application of the company's accounting policicr, which arc dcscribcd in notc I abovc, thc directors
arc rcquired to make judgements, estimates and assumptlons about the carrying amounts of agsets and
liabilities that arc not rcadily apparent from other sources. Thc estimates and ageociated assumptions are
based on historical expericnce and other factors that are considcrcd to bc rclcvant. Actual results may differ
from thesc cstimates.

The estimates and underlying assumptions arc rcviewcd on an.ongoing basis. Revisions to accounting
estimates are recognised in the pcriod in which the estimates are revised if the rcvision affccts only that
pcriod or in the periods of the revieion and future pcriods if the revision affects both curcnt and futurc
pcriods.

Thc following are areas whcre managcrncnl has madc major assumptions conccrning thc firturc, and
othor key sourccs of cstimation uncertainty at thc cnd of thb rcporting period, that havc significant risk
.of causing a matcrial adjustment to the csrrying amounts of asscls and liabilitics within the ncxt
financial year.

Impairmcnt losses

At each reporting datc, the company revicws thc carfying amounts of its tangible and intangiblc asscts to
dctcrminc whether therc is any indication that those assets hsve suffercd an impairmcnt loss. tf any such
indicalion cxists, the r?rovcrable amount of the asset is estimated in order to determine the extent of the
impairment loss, Where it is not possible to estimatc lhc rccoverablc amount of an individual asset, the
comPany estimates the rccovcrablc smount of the cash generating unit to which the assct betongs.
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2 CIIITICAL JTJDGEMEN'I'S IN At'PLYINC Tl-lE tjN'l'tTY'S ACCOUNl-lNG POt.l(ltLiS (Contirruect)

Property and Equipment

Property and equiprnent is dcprcciated over its uselul life taking into account residual valucs, where
appropriate. The actual lives of the assets and residual valucs are assessed at the reporting daie and rnay
vary dcpending on a nutnber of factors. In reassessing asset lives, factors such as technological innovation,
product life cycles and maintenance programlnes are taken into account. Residual valuc asse.ssrnents
consider issues such as future rnarket conditions, the rernaining life ofthe asset and projected disposal
values.

C o nti ngent liab i lities

The directors evsluate ahe status ofany exposures on a regular basis to assess the probability of the
company incurring related liabilities. Howevcr, provisions are only made in the financial statements whcre,
bascd on th! dircctors'evaluation, a presont obligation has bccn cstablishcd.

I

3 EXPENSES

(a) Direct Expenses

Depreciation cost for hansmission lines
Maintcnance cost for transmission lincs

I OTHER INCOME

Exchcquer funding for rccurrcnt expenditurc
Intercst Incomc
Deferrcd grant incomc amortisation
Miscellaneous Incomc

G). Dbubtful debts provision

The doubtful debts provision ig as a rcsult of disputed billings. The.company billed. Kenya powcr and
Lighting company Lrd (KPLC) bascd on rhc Energy Regulaiory commission (ERC) apirovcd
transmission tariffof Kshs 0.77 per Kwh multiplied by thcrrnits gencrated and whceledihrough thc
transmission lines owned by thc company. Howcvcr, KPLC proposca to use the embcdded coit model
.that incorporatcs the lcnglh of thc transmission line in the cornputatioir of whceling charge payabtc to
the company. Thc company docs not recognisc revcnuc on disputcd billings until ihc una"itying
disputc is resolved and it is probable that thc billcd amciunts will bc collect-ea. Biilings that had 6een :. previously rccognised but subsequently disputed are ptovided for pcnding dispute resolution. Thc
ProvisionforamountsdisputcdinthecurrcntyearamountstoShqZ,Ogs,-oOOiZOtZ:Sh591,7g0, 197).
The prior year provision includes disputcd amorrnts relating to 201 I and 2010.

2013
sh'000

148, I gg

60,873

209,06t

20t3
sh'000

302,222
653,465
144,829

3,123

2012
sh'000

130,544
36,696

167,240

20t2
sh'000

380,000
444,292
130,544

6,076

I , I 03,639 960,912

Intcrest incomc relatcs to intcrcst camed on the bank account balances and it is subjcct to l1o/owithholding
tax. othcr income reprcsents incomc rcccivcd from sale of tendcr documcnts.
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KENYA ELECTRTCITY 1'RANSMIS S ION COMPANY LIMITED
I

NoTES TO THE FINANCIAL STATEMENI'S (Conrinued)

PROFIT BEFORE TAXATION

Ttc profit bcforc trxrtion is arrivcd rt
aftr ctrrrging/(croditing):

Sliffeosls (note 6)
Dltctorg' cmotumonb - fcc

- othor
Dlrcciation (roro S)
ACIofibltion (noro 9)
Arfibrr' rcmuucratlon
t* on dicpord ofproporty, plant md cqulpnoot

srf,rF *::P
Sdficrad nrgar
Oltrirffcodr
k;prypovLim
tGdooarlb,udqg
OfrtypnovLiot
lfsf DdNHIF oontibudonr

20t3
sh'000

365,016
9,252

l0,lt9
1n,635

E,l62
3,000

9

20t2
sh'000

305,59t
E,241

24,361
t59,5t2

s320
2,750

245
EE

312,759
3\052
2,669

13,489
4,591
34

23?,159
16,705
6,t0t

10,t78
3,156

28s

366,0tE 305,59t



KI]NYA ELECI"RICITY TITANSMISSION COMPANY I-IMTI'LJD

NOTES TO TIIE FINANCIAL STATEMEN'IS (Conrinued)

7 TAKATIoN

(a) Taxation charge
Prior year (overcharge/undercharge - curent tax
Corporation tax on separate sources of income

Dererred raxation ar" rJrilTJ?ff; 
provision

(b) Reconciliation oftaxation chargc to cxpectcd
taxation bascd on accounting profit before taxation

Accounting profit before taxation

2013
sh'000

(52,251)
188,81 I

20t2
sh'000

6,372
133,289

(228,412)
112,360

136,560 139,660

(26,79E)
90,300

63,502 (n6,052)

200,062 23,609

491,356 57,910

{

To<ation at the applicable rate30yo
Tax effect of non-deductiblc cxpcnses
Tax effect ofrevenue not taxablc
Prior ycar undercharge(ovcrcharge) - current tax
Additional tax assessment rclatlng to prior year
Prior ycar deferrcd tax provision

147,407
112,027

(t34,108)
(52,251)

36,687
90,300

17,373
39,369

(t 5 1,865)
6,372

8,?74
139,660

(tt8,362)
4,092

112,360

200,062 23,608

(c) Taxation (recoverable/payable

Balance brought fonrard
Charge for the year
Paid during thc ycar
Instakncnt tax penalty

34,154
136,560

Q28,840)

(58,t26) 34,154

20
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NOl'llS'l'O TI-lrl ITtNANCIAI. SI'A"I'EMEN1'S (Conrinued)

8 Pttol,EItTY, Pt.ANT AND EQUIPMENT

Cost

At I July 201 I

Additions
Transfers frorn
transmission lincs *
Disposal

At 30 June 2012 and
At I luly 2012

Additions
Transfer to tsansmission
linec**
Disposal

At 30 Junc 2013

Deprechtlon

At I July20ll
Charge for the yoar

Eliminatcd bn disposal

At 30 Junc 2012 and
At I July 2012

Chargc for thc ycar

Elimiaatcd on transfcr
Eliminatea on disposal

At3l June20l3

Net book value

At 30 June 2013

At 30 June 2012

6,6ss,628 37,723

t4,52s

(t,433,88?)

5,221,741 52,248

3,746

(t4,525)I ,l 5l ,956

6,373,697 41,469

(4se)

91,605 2t,598

1,427 8t2

(1,241)
(230)

Transrnission
lines

sh'000

I 03,535
130,544

Motor
vchicles
sh'000

[:uln iture,
fittings & office

furnilure
sh'000

Accessories
cornputer

sh'000

9,5 r8

t2,539

2,651

6,815
(?t4)

Capital work
ln

progress

sh'000

5,666,219
9,254,3t9

1,433,887

16,354,425

14,104,339

(1,136,190)

Total
sh'000

12,439,432

9,303,644

(4se)

2l,741,617

l4,l10,324

(230)

69,344
22,261

93,032 20,939 29,322,574 35,951,?ll

12,218
I1,480

9,746
10,673

t28aso
159,512

(2t4)

t

243,179 23,699

l48,lEE 9,851

(2,744)

382,367 30,E05

5,991,330 10,664

4,987,562 29,550

20,419. 9,252 287,54E

11,937 7,659 177.635

2,'?44
(221) Q2t)

32,356 16,690 2,744 464,962

60,676 4,249 29,319,930 35,396,749

7l,lE6 12,346 16,354,425 21,454,069

At thc dtte of incorporation, various transmission lincs wcrc transfalted from Kcnjra Powcr and Lighting Compaoy
Limitcd to thc company. This has bccn includcd in thc trangmiasion lincs for which lcgal.documentation to transfcr
owncrship is yct to bc complctcd at cost Sh 5,221,740,000 (2012: Sh 5,221,740,000) and nct book valuo:
Sh 4,848,317,000 (2012: Sh 4,978,861,000).

rThis is a revcrsal from haosmission lines to work in progress retating to items that had bccn wrongly capitaliscd in
the period ended 30 June 201 l.
** Theso arc capital work in-progrcss, computcr and motor vehiclc transfers rclating to Mumias- Rangata linc
completcd in tho ycar

2t
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KENYA ELECTRICITY TRANSM ISSION COMPANY LIMITED

NOTES TO THE FINANCLAL STATEMENTS (Continued)

INTANGIBLE ASSET

Computor ooflwarc

Cort

At I July
Addidonr

At 30 Juno

Anorlbrllon

At I July
Cheryo fc thcyorr

At 30 Junc

Nrt book veluo

Ar 30 Juao

20tt
sh'000'

29,919
6,120

6,76
t,[62

20t2
sh'000,

19,620
t0299

1,456
s3u

36,099 29,gtg

11,91t 6,7U

2l,ggl 23,133

-a

-E

t

l0 DBTBRBEDTAX/IS8ET

ThG ndacfttrld hx uotir rttributrbloO.thofoltowirry ltomr

Trx lom
Brcoll dqrcohdoo ovrr oqg,llrl dtoc/rDocr
Larvcpryprovldm
SUtr3rmltyporialm

Movwrqt h dGfuid ts lmuat lr rr 6lto*r:

Abddirsofthoyor
Prudlt or lol oodlt (!ot!7)
Pricyarundcpmrrldou

At cad of thcyor

42,1t9
5.121
4,t31
llJ,gt

t20,131
2q79t

(90,300)

lu,653
t,368
1,030
3,0t3

1,0&2
ntitz

(1t2,ffi)

5q$2 lm,ty
E-E EE

-rl

56$t2 t20,ty
E

22
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KI]NYA ELECTI{ICII'Y T](NNSMISSION COMI'ANY LIMITED

NOI'ES 'l'O THE FINANCIAL S1'ATUMIINTS (Continued)

II TRADE AND OTI{ER RECEIVABI,ES

Wheeling charge due from KPLC
Provision for doubtlul receivables

Nct wheeling charge due from KpLC
Medical and insurance prepayments
Rcnt deposit
Other receirrables

2013
sh'000'

208,s69
(47,09s)

t61,474
t3,667
3,3t I

77,20t

20t2
sh '000'

721,613
(59 r,780)

t29,833
9,059
3,3r I

36,401

255,653 178,604

12 SHARE CAPITAL

Sharc capital 2,000 2,000

Issued caplul comprbes:
20,000 fully paid ordinary aharcs of Shs I 00 each
(2012:20,000) 2,000 2,000

Tho ordinary sharcs carry onc volc cach

13 DEFERRED GRANT INCOME

Thesc rclrtc to grsnts from thc Governmcnt of Kcnya uscd for the cohstruction of transmiesion lincs that
arc tiing amortised to profit oE logs over the useful lives of the rctatcd asscri.

. 20t3 2012
. sh,000, sh.000'

(a) Defcrren grant income reconciliation

Dlrect component*t
Dcfcncd grant incomc brought forward
Rcccivcd in thc ycar :

Amortisation

Dcfcrred grant incomc brought forutrd

Indlrect componcntr*

Dcfcrrcd grant incomc brought forward
Rcccivcd in thc ycar
Amortisation

Defcrrcd grant incoltrc brought forward

13,615,046 11,156,479

11,156,479

2496,000
(37,433)

12,222,793

12,194,901
(r07,39s)

7,667,627

3,5 12,000

(23,148)

8,376,795

3,953,394
( I 07,395)

24,310,299 12,222,793

*Thc direct componcnt rctatcs to grant reccivcd dircctly from Govcrnmont of Kcnya*rThe indircct component rclatcs to loans rcpayablc by thc Govcrnmcnt ofKcnya from othcr financicrs.
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KENYA ELECTRICITY TRANSMISS ION COMPANY LIMITED

NOTES TO TI{E FINANCIAL STATEMENTS (Continuect)

l3 DEFERRED CRANT TNCOME (Continucd)

, -)

(b) Total reconciliation

Dcfcrrcd grant incomc brought forward
Additions
Amortisation

Doforrod grutt lnootno etricd fonr$d

(c) Amountr wilt bo unoAirod rr botor :

Gnnt lncomo to bo rmortLod wltbln ono yorr

Onnt lncOmo to bc rmodbod rftor mo yoar

At lho cod of 0rc pclod

14 TRADBA}IDOTHERPAYABLBS

Tldopapblor
Aooomb

37,925,345 23,379,272

20t3
sh'000'

23,379,272

14,690,901

(l,f4,t2t)

20t2
sh'000'

16,u4A22
7,165394
(l30j4zl)

lt.0,s14

23,21t,T\t

2012
sh'flro

4t7e39
4,U52t2

37,y75,345 23379,72

l44,EzE

37,7t0,517

.20t3
st'000

3@,626
4,275,719

-

,

)
4,5t3,744 4,U2,US

r rE-

' TLsrcorudr mrhly rohto to @mdpqnbb to tio o6tro0or in rctttlon to thc con tuodon oq Ndrobi.
Mombue llnc ounbndiag * frr coC
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KIJNYA ELEC'I'I{ICIl'Y'I'I{ANSMISSION COMPANY i,IMII'Iit)

NO'I'ES TO 1-llll FINANCIAL STnl'EMEN'|'S (Conrinuect)

IJ CAsH CENTjRATED FRoM oPERA.IIoNS

20t3
Shs'000'

70t2
Shs '000'

t6

Cash gcneratcd from operation 
_j::{1 Z,gtZ,tSg

RELATED PARTIES

Thc Governmcnt of Kcnya is thc principal sharcholder in Kcnya Electricity Transmission Company
Limited holding 100% cquity intcrcct. The Govcrnmcnt also hotds 50o/o and 70% of the eguity interest in
Thc Kcnya Powcr and Lighting Company Limitcd (KPLC) and Kenya Elcctricity Gcncrating-Company
Limited (KcnGcn) respcctivcly. The company is rclated to KPLC and KenGcn through *r11on
sharcholding. During thg ycar, thc following transactions wcrc carricd out with related partics as analysed
as follows:.

Transactions with related partics arc detailed as follows:-

(0 Govcrnmcnt ofKcnya 2Ol3 2Ol2
Shs'000 Shs'000

Reconciliation ofprotit bcfore tax to cash generated
from operations:

Profit before taxation

Adjustments for:
Depreciation charge on property, plant and equipment
(notc 8)

Arnortisation of inrangiblc asscts (note 9)
Amortisation of defencd grant incomc (note t 3 (b))
Loss on disposal

Changes in working capital:
Decrease(incrcase) in trade and othcr reccivables
lncrcase in tradc rnd other payables

Dcfcrrcd Grants
Exchequcr funding for rccurrcnt cxpcnditure
Governmsnt of Kcnya grants

(iii) Thc Kcnya Powcr and Lighting Company Limited

Includcd in tradc payables:
Payablc against maintanancc

Included in tadc rcccivables
\Yhccling chargcr rcccivable
Provision for bad dcbts

14,993,123 7,945,394

130,714 73,727

491,356

t77,635

8,162
(t44,828)

9

(77,049)
141,299

12,194,901
302,222

2,496,000

208,569
(47,095)

57,9t0

159,512

5,320
( r 30,544)

245

43g,l79
2,390,537

3,953,394
380,000

3,512,000

721,613
(59 I,7E0)

161,474 129,833
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KI]N YA [II.EC1'Ii ICIl'Y TITA NS M ISS IO N COMPA NY I,IM I'I'I iI )

NO'l'HS 'l'O'il{li lrlNn NCIn I. S'I'AI'EMIiN-t'S (Contirruect)

l6 R ELATED PARTTES (Conrinued)

(iv) Key rnanagement compensation

The rernuneralion of directors and other rnernbers of key
rnanagement during the year was as follows:

Salaries and other benefits

Directors' fees and emoluments (included in key
M anagement compcnsation above)

Within one year
In the second to fiflh ycars inclusive

I8 FINANCIAL RISK MANAGEMENT

The company's activitics expose it to a variety of financial risks including credit and liquidity risks and
cffccls of changcs in forcign curency. The company's ovcrall risk managlment programmc focuscs on
unprcdictability of changcs in the business environment and seeks to minimise thc potential adverse cffcct
ofsuch risks on its pcrformance by sctting acccptabte levcls ofrisk. Thc company does not hedgo any risks
and has in place policies ao ensure that credit is only extcnded to customcrs with an cstablished credit
history.

20t3
Shs '000'

20t2
Shs '000'

76,571 94,502

t9,440 32,602

I7 FUTURE OPERATINO LEASE RENTAL PAYABLE

Amounts payable by the company under various operating lease agreetnents negotiated with tandlords as at
the year end were as followe:

20t3
Shs'000'

2012
Shs '000'

t4,379
30,275

13,865

30,275

44,654 44,t40

Thc company's financial risk managcment objectives and policics arc detailcd below:

0) Credlt rlrk

Thc company has exposurc to crcdit risk, which is the risk thst I counterparty will bc unablc to pay
amounts in full whcn due. Credit risk ariscs from cash and cash equivalcnts, and dcposits with banis,
as well as trade and othcr rcceivables and available-for-sale financial investments.

Managcmcnt a$tcs!rcs the credit quality of each customer, taking into account its financial position,
past expcriencc and other factors. Individual risk limis are set based on internal or cxternal
assessment in accordance with limits set by the directors. Thc amounts prcsented in thc statement of
financial position arc net of allowanccs for doubtful rcceivablcs, cstimaicd by thc company's
managcment bascd on prior cxpcricnce and their sssessment of thc cunent cconomic cnvironmcnt.
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KENYz\ I]I.1]C1'ITICITY TRANSMISSION CoMPANY I,IM TI.ED

NO'I'ES'l'O'll'lll IIINANCIAt. S'fA't'UMEN1'S (Corrrinuecl)

l8 FINANCIAL ltlSK MANACEMENT (Continued)

(i) Crcdit risk (Conrinued)

The carrying amount of financial assets recorded in lhe financial statements representing the company,s
tnaxitnutn exposure to credit risk wilhout taking account of the value of any collateral oLtained is made up
as follows:

At 30 June 2013

Trade receivables
Bank balances

At 30 Junc 20 I 2

Trade rcceivables
Bank balances

Fully perfonning

sh '000'

161,474

=!':1::

l2g,g33
6,967,291

Betwcen l-3
months

sh'000.'

Past due

sh'000'
Impaired

sh'000'

352,044

.t

591,780

The customers under thc ftrlty performin g category are palng their debts as thcy continue hading. Thc
credit risk associated with thcsc receivables is minimal and the allowance for uncollectible amouits that the
comPany has recognised in the financial ststcments is considered adequatc to covcr any potentially

. 

irrecoverable amounts.

The cohpany has significant concentration of credit risk on amounts duc from KpLC.

The board of directors scts thc company's crcdit poticies and objectives and lays down parametcrs within
which thi various aspects of crcdit risk management are operati.

(ll) Llquldlty rlsk managcment

Ultimate responsibility for liquidity risk management rests ivith the company dircctors, who have built an
appropriato liquidity risk managemcnt framcwoik for.thc management of the company,s shorl medium and
long-term funding and liquidity managemcnt reluiromcnts. The'company managcs liiuidity risk ttrrough'
continuous monitoring offorecasts and actual cash flows.

Thc table below represents cash flows payable by thc company under non-dcrivativc financial tiabilitics by
thcir remaining contractual maturities at thc rcporting datc. Thc amounts discloscd in thc table are the
contractual undiscounted cash flows. Balanccs duc within l2 months equal thcir carrying balanccs, as the
impact of discounting is not significant.

At 30 June 2013
Trade payables

At 30 June 2012
Tradc payablcs

Lcss than I
month

sh'000;

308,626

417,233

Over 5

months

sh'000'
Total

sh '000'

308,626

417,233
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NOTES 1'O 1'l'lli |INANCIAL S't'ATEMENTS (Continuect)

l8 I;INANCIAt. RISK MANACEMENT (Continucd)

(iii) Market risk

The board has put in place an internal audit function to assist it in assessing the risk faced by the cornpany
on an ongoing basis, evaluate and test the design and effectiveness ofits internal accountin; and
operational controls.

Market risk is the risk arising from changcs in market prices, such as interest rate, equity prices and foreign
exchange rates which will affect the company's income or the value of its holding oinnur.i"t instruments.
The objective of market risk management is to manage and control market risk 

"iporur", 
within acceptable

Parameters, while optimising the return. Overall responsibility for managing marklt risk rests with the
Audit and Risk Management Committee.

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

There has been no changc to the company's exposute to market risks or the manner in which it manages
. and measures thc risk.

(a) Foreign currency risk

The company has transactional currency exposures, Such exposure arises through purchases ofgoods and
services that are done in currencies other than the local currency. Invoices denominated in forciln
currcncies are paid afler 30 days from the date ofthe invoicc and conversion at the time ofpayri'ent is done
using the prevailing cxchangc rate.

The.catryingamount of the company's foreign currency denominated monetary assets and monetary
liabilities at thc end ofthc reporting period are as follows:

At 30 June 2013
Financial assets

Liabilitie.s
Trade and othcr payables

Nct foreign cunency liability

Ksh
Shs '000

1,929,770

35,485

1,594,295

Others
Shs '000

Total
Shs '000

1,929,770

35,485

1,594,295
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NO'l'tiS 1-O TI-{E ITINANCIAt. S't'A'lEMllNTS (ContinLrect)

l8 FINANCIAI, RtSK MANACEMENT (Continuect)

(iii) Market risk (continued)

The colnpany lnanages loreign exchange risk fonn fut.ure cornrnercial rransactions and recognisecl assets
and liabilities by projecting for expected salcs proceecls and rnatching the same with expected payments.

At 30 June 2013
Financial assets

Liabilities
Trade and other payables

Net foreign currency liability

Ksh
Shs '000

(49,239)

(49,239)

Effect on Profit
bcfore tax
Shs' 000

( 1,559)
(eo3)

Others
Shs'000

Total
Shs'000

(49,239)

(49,239)

Foreign currency sensitivity analysls

The following table demonstrates the cffect on the company's statemcnt of comprehensive income on
applying the sensitivity for a reasonable possible change in the exchange rate of the threc main hansaction
ctrrancies, with all other variables held constant. The revcrse would atso occur if the Kenya Shilling
apprcciatcd with all other variables held constant.

2013
Euro
20t2
Euro
Nor Kroncr

Changc in
currency rate

l0o/o

l0o/o

Effect on
equity

Shs'000

(t,091)
(632)

(b) Interest ratc risk

intcrcst ratc risk is the risk that the company's financial condilion may bc advcrscly affccted as a resutt of
changes in interest rate levels. The compdny's interest ratc risk arises from bank diposits. This cxposes the
company to cash flow interest rate risk.

The intcrcst rate risk exposure arises mainty from ipterest rate movemcnts on the company's deposits.

Management of interest rale risk

To manage the interest ratc risk, management has endeavoured to bank with institutions that offer
favourable intercst rates.

Sensitivity analysis

af3 cgmpany analyses its interest rate exposure on r dynamic basis by conducting a sensitivity analysis.
This involves detcrmining thc impact on profit or loss of dcfincd rate shi{ls. The scnsitivity analysis for
intcrest ratc risk assumes that all other variables, iri particular foreign exchange rates, remain constant. The
analysis has been performed on.the same basis as the prior year.

Using the end of the year figures, thc sensilivity analysis indicates the impact on the statemcnt of
comprehensive incomi ifcurrent floating interest.rates increase/decrease by one percentage point as a
dccrcascy'increase of KShs 6.53 million (2012: KShs 4.4 million ). A rate increasddecrease of S% wouta
result in a decrcasc,/increase.in profit bcfore tax of KShs 32.65 miltion QOIZ - KShs 22.2 million):
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N( )'l'l iS'l'O'l'l I Il I?tNANCIn L Si'n't't lM I iN't'S (Co.r i rr,crt)

l8 t"lNANCIAt,IUSK MANACtTMIINl'(C.onrinuctt)

(iv) Capitalrrrarragcnrcnt

capital tnanaged by the cornpany is the equity attributablc to thc cquiry holdirs. The prirnary objecrive of
the.company's capital rnanagetnent is to ensure that it rnaintains healttry capital ratio in orclei to support its
0usln css_

The company lnanages its capilal slructure and makes adjustrnents ro it, in light of changes in economic
conditions. To rnaintain or adjust the capital structure, the company rnay adjust the diviJcnd payment to
shareholders. No changes were made in the objectives, policies or processes during the y"".r'"nd"d
30 June 2013 and 30 lune2Ot2.

The company monilors capital using a geafingratio. This ratio is calculated as net debt divided by totat
capital. Net debt is calculated as total ofinterest bearing loans and borrowings, trade and other payables
less cash and cash equivalents.

2013
sh .000

4,s83,744

20t2
sh '000

4,442,445
Trade and otherpayables (notc l4)

Less: cash and short-tenn deposits

Net debt

Equity

Gearing ratio

(7,909,492) (6,967,291)

(3,325,749) (2,524,846)

887,630 887,360

NitNit

The major factors that impact on the e4uity of the company include the following:

. revenue received from wheeling
i opeiation and maintenance cost
o cost of operating the hansmission business
o cost of expanding the business to cnsure that capacity growth is in line with electricily demand. taxation
. dividends

The company uses Power System Dcvelopment Planning process, which forecasts long-term growth in
electricity demand; evaluates the altemative means to meet and manage that demand und 

"o1111, 
up with a

Least Cost Power Development Plan. The ptanning process determines a forward electricity cost curve (the
Long Run Marginal Cost), which will live an indication of the size of the price increases that thc company
requires in order to be sustainabte over the medium and long term. Adjustment of the tariffs for the
elecnicity business is regulated and is subject to the process laid down by the Energy Regulatory
Commission.

The electricity business is currently in the growth phase driven by a rise in demand and Governmcnt policy.
The funding of transmission capacity ls to be obtained from exchequer firnding, donor funding from Local8nd internstional institutions and cash generated from wheeling business. The adequacy ofeleclricity tariffsallowed by the regulator and the level of Covernment support are key factors in the sustainabitity of the
company.
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r9 coNl'rNCtiN-l'1.tnBil.t1.tt;s

(a) on20Novernber20l3,'l'hcKcnyaltcvcnue-Authorityisstrc<l arrasscssrnentofsh l54,63g,043,basedonthel'ocal cornrnitlccrrrlingpasscdon l4Novcrnhir2013,inrelationtowirhholclingtaxon
irnported scrvices' Thc cornpany has disputed this assessrnent and has since given Kcnya RevenueAuthority a noticc of appcal. In the opinion of thc directors no liabiliry is expectecl to cryslallisc.

20t3
sh'000

20t2
sh ,000

(b) Legal contingent liabilities

20 CONTINGENTASSETS

CAPITAL EXPENDITURE COMMITME}.ITS

Aulhorircd and contractcd for

.Authoriocd but not contracacd for

This arnount retates to a legal suil against the company. The pcritioners contcsa the construction ofGibc III darn along Lake Turkana as they fcar thaiit would have a devastiting effect on thecommunities around the lake and thcir livclihood. Thc likety outcomc of thesl suits cannot bedetermined as at the date of signing thcse financial statcments.

Based on the information currentty availablc,. thc Dirdctors believe that the ultimate rcsolution of thesclcgal proceedings would most likcly not havc a material cffcct on the rcsults of the company,sopcrations, financial position or liquidity.

5,000 3,000

Tho accumulated disputcd billings to Kenya Powcr and^I,rghting company Limitcd rclating to whcclingcharges amountcd to Sh 864,456 ,547 asri30 Jrn" 2or3 (iov;su ssi,siti-so). The disputc rclares to thcdiffcrcncc in rhe modc of catcuration of thc whccting chaigos as dcscribcd in ,ot" rp1.

2t

20t3
sh'000'

14,294,000

2,496,000

2012
sh'000'

I l.,EEg,5E0

3,512,000

16,7E0,000 I 5,400,5g0

22 INCORPORATION

The Company is incorporatcd in Kenya undcr the Kenyan Companics Act and is domiciled in Kcnya.

23 CURRENCY

Thesc financial statcmcnts are prcscntcd in Kenya Shillings (Sh).
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Appendix I

a

I(EN YA EI,ECTRICITY -TIT 
A NS M IS S ION COM PANY I,IMII'ED

DI]TAILED S'I'A'I.,EMENT OF COMPI{EIIENSIVE INCOME
FOR TI]E YEAR ENDED 30 JUNE 20I3

WHEELING REVENUE

OPERATING EXPENSES

Depreciation cost for transrnission lines
Maintenance cost for transrnission lines

20r3
sh'000

t6t,474

l48,lgg
60,973

302,222

653,465
144,82E

3,123

2012
sh'000

3t4,807

130,544
36,696

GROSS (LOSSyPROFTT

OTHER INCOME

Exchcquer funding for rccurrent expenditure
Interest incomc
Arnortisation of grants
Miscollaneous Incomc

ADMINISTRATIVE EXPENSES

Salaries and Wagcs
Othcr StaffCosts
Deprcciation
Rcnt
Printing and stationcry
Profcssional fccs
Pengion Coniibution
Officc cxpcnsbs
Board Fees - fecs

. - othcr
Motor Vehiclo Exponecs

'Ieavc pay provision
Postago and Tciephono and Internct Scrvicco

' Cgrporatc Communication
Amortization
Gratuity provisions :

Transpog
Audit Fces
Bank Charges
Elcchicity
Sccuritv
NSSy'and NHIF conkibutions

Dbubtful dcbts provision

PROFIT BEFORE TAXATION

(47,587) 167,240

380,000
444,292
t30,544

6,W6

I ,l 03,639 960,912

I

312,759
32,062
29,446
18,690
14,546
7,ME

13,490
I I,884
3,1 95

16,246
6,029
2,669
7,415

16,470
8,162
4,695
2,197
3,000
2,710
2,952
1,691

344

237,459
46,705
28,754
19,221
12,285
ll,94l
10,E78
10,654
E,241

24,361
7,744
6,E08
6,394
6,104
5,320
3,456
3,281
2,750
2,521
2,815

812
28s

li
JI

517,600 4;5E,789

47..095 591,780

491,356 57,910


