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Kenya Petroleum Refineries Limited
Annual Report and Finrncial Statements for the year ended June 30, 2024

2. Key Entity Information

a) Background informstion

The company is incorporated as a limited company in Kenya under the Companies Act
Chapter 17 of the Laws of Kenya and is domiciled in Kenya. On 24'h June 2016, the
Government of Kenya (GoK) entered into an agreement with Essar Energy Overseas Limited
(Essar), Essar Enerry Holdings Limited (EEHL) and Kenya Petroleum Refineries Limited
(KPRLJ for the transfer ofthe legal and beneficial interest in all ofthe shares owned by Essar
in KPRL to GoK. The agreement and the disposal ofthe shares converted Kenya Petroleum
Refineries Limited to become 100% wholly owned by GoK.

On 27rh October 20?3, CoK through The National Treasury (TNT) & Economic Planning
transferred its 100% shareholding in KPRL to Kenya Pipeline Company (KPCJ. Consequently,
KPRL became a wholly owned subsidiary of KPC.

The entity is under the Ministry of Energy and Petroleum

Vision
To be the number one supplier of integrated energy.

Mission
We will maximise value addition to delight our customer and other stakeholders.

b) PrincipalActivities
The company's principal business activity is to refine crude oil into various petroleum
products for sale to the oil marketing companies in Kenya. The company's business changed
from a toll refinery to merchant refining with effect from 1st luly, 2012. The Government of
Kenya (GoK) published Legal Notices No.24, 25 and 26 dated 12th April 2012 to amend the
energy regulations under the Energy Act to give legal effect to the company's merchant
refining business.

However, the company's refining operations stopped on 4th September, 2013. The main
reason quoted for the shutdown was that the prices ofthe products produced by the refinery
were marginally higher than those of imported products. This was caused by lack of
secondary refining capabilities that would optimise the production of fuel oil. The fuel oil
accounted for more yields up to 30% prior to the shut down and conversion ofTops yield to
petrol. The company has continued operating by rendering storage and handling services for
imported petroleum products and leasing ofstorage tanks and pipelines.

On 11th August, 2016 the Cabinet of the GoK (as 1000/o shareholder of KPRL) directed that
KPRL be taken over by the Kenya Pipeline Company Limited (KPC). Subsequently KPC

initiated a due diligence process which was conducted by Price Water House Coopers (PWC),

to facilitate evaluation of KPRL, and form the basis for the takeover decision.

lv



Kenyr Petroleum Refineries Limited
Annuel Report and Fioancial Statements for the year ended June 30,2024

2. Key Entity Information

Prlncipal Activities (contlnued)

As an interim measure, on 2Oth March 2017, KPRL initially signed a 3 year operating lease
agreement with KPC. Subsequently the lease agreement was extended until the transition
towards takeover of KPRL by KPC is completed. The Lease Agreement was a culmination of
the exit of Essar from shareholding at KPRL, and the termination of crude oil processing at
KPRL, where upon the major assets of KPRL were underutilized. The lease arrangement was
therefore seen as an interim phase to allow the finalization of the due diligence and decision
making on the pending takeover of KPRL by KPC. The Lease Agreement was operationalized
with effect from l.tlune, 2017,

Under the lease agreement, the consideration for using KPRL facility is that KPC would retain
all the staff of KPRL and reimburse the company all operating expenses, exclusive of
depreciation expense, which would fall due at the end of the lease period. The agreement
further provides that KPC may at its option undertake any upgrading, modification, expansion
and/or new investment within the facility at its cost, which shall be treated as KPC'S cost of
investment. In the unlikely event of termination ofthe agreement before the takeover is
actualized, KPC would be entitled to a refund of the upgrading costs by the CoK. A further
conditionality for KPC's takeover of the facility was that it would undertake the relevant
modification ofthe facility to accommodate the Early Oil Pilot Scheme (EOPS) geared at the
early monetization of crude oil discoveries in Kenya.

On 18th March, 2020 the lease agreementwas extended fora further term of 15 months which
expired on 20th June, 2021. ln line with clause 3.2 ofthe Agreement, KPC and KPRL expressed
interest and mutually agreed to extend the term of the Agreement for a further period of six
(5) months with automatic month to month renewal of the agreement effective 20th fune,
2021.. On 26th April 2022, KPC engaged PwC as transaction advisor for the takeover of KPRL.
The consultant delivered the final draft report to KPC on 16th December, 2022.

On 18th fuly, 2023 the Cabinet considered and approved the acquisition of KPRL by KPC.

According to GoK, this State intervention is expected to enhance petroleum supply chain
infrastructure and thereby result in security of supply and cost-efficiency through reduced
demurrage costs and enhanced penetration of LPG usage in the country through the
development of LPG bulk import handling and storage facility. This will enhance efficiency
and also foster synerry in the petroleum value chain by optimizing the use of our existing
downstream petroleum infrastructure.

On 271h October 2023, GoK through The National Treasury (TNT) & Economic Planning
transferred its 1000/o shareholding in KPRL to KPC. Consequently, KPRL became a wholly
owned subsidiary of KPC.



Kenya Petrolcum Refineries Limited
Annual Report and Financiel Ststements for the year ended June 30' 2024

2. Key Entity Information

Princlpal Actlvldes (condnued)

c) Dircctors

The Directors who served the entity during the year were as follows:

1. Henry Gathara Karinga

2. Lilian Bokeeye Mahiri - Zaia

3. Joseph Zachariah Ngugi

4. loseph Watula Wepukhulu

5. Peter Okombe Ongori

6. Eliud S. Mwaruah

d) Corporete Secretery

Muthoni Gatere/George Mokua
Ledger Registrars
Epic Business Park 7d Floor
Links Road, Nyali
P.O. Box 43085 - 80100
Mombasa

e) Registered OIfice

Kenya Petroleum Refineries Limited
Changamwe, off Refineries Road,
P.O. Box 90401- 80100 GPO,

Mombasa,
KENYA.

Appointed on 06 /02177 (reappointed, 04 / 08 /2023)
Appointed on 06 /O2/17 (reappointed O4 /08 /2023)
Alternate to CS National Treasury
[Appointed 04/04 12023)
Alternate to PS State Department of Petroleum
Appointed 27l11l2017(Resigned on 27 / 02 /2024)
Representing Attorney General- Appointed 72/06/2023
Alternate to PS State Department of Petroleum (SDP)
(Appointed 27l02 /2024)
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Kenye Petroleum Refineries Limited
Annuel Report and Finsncial Statements for the year ended June 30,,2024

2. Key Entity Information

f) Corporate Headquarten

Kenya Petroleum Refineries Limited
Changamwe, off Refineries Road,
P.O. Box 90401- 80100 cPO,
Mombasa,
KENYA

g) Corporate Cotrt cts

Chief Executive Officer,
P.O. Box 90401-80100 GPO,

Mombasa, KENYA.
Telephone :( 254) 07 24257 102 / 047-34335 l0-9
E-mail: refi nery@kprl.co.ke
Website: www.kprl.co.ke

h) Corporate Bankerc

Absa Bank Kenya Plc,
Nkrumah Road Business Centre,
P.O. Box 90182,
Mombasa, Kenya.

Citibank N. A.
Nkrumah Road Branch,
P.O. Box 83615,
Mombasa, Kenya.

National Bank of Kenya,
Nkrumah Road Branch,
P.O. Box 90363-80100,
Mombasa, Kenya.

i) IndependeutAuditors

Auditor-General
The Office ofthe Auditor General
Anniversary Towers, University Way
P.O. Box 30084
GPO 00100
Nairobi, Kenya

Standard Chartered Bank Kenya Ltd,
Treasury Square,
P.O. Box 90170,
Mombasa, Kenya

NCBA Group PLC

Moi Avenue Branch,
P.O. Box 90581,
Mombasa, Kenya.
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ADnusl Report rnd Financiel Strtements for the yeer ended June 30, 2024

2. Key Entity Ioformetion

j) Principal Lcgsl Advirerg

The Attorney General
State Law Ofnce and Dept ofJustice,
Harambee Avenue,
P.O.Box401\2 - 00200,
Nairobi, Kenya

Robson Harris Advocate LLP
Transnational Plaza 6s & 9s Floorg
City Hall Way,
P.O. Box 67845 - 00200,
Nairobi, Kenya

Cootow & Associates Advocates
Social Security House, Pent house,
North Tower, Nkrumah Road,
P.O. Box 16858 - 80100,
Mombasa, Kenya

Kipkenda & Company Advocates
Off Riverside Drive, Behind 9 Riverside Drive
Riverside Drive,
P.O. Box 56832 - 00200,
Nairobi, Kenya

Munyao Muthama & Kashindi Advocates
ACK Cathedral Complex 1$ Floot
Nkrumah Road,
P.O. Box 2419 - 80100,
Mombasa, Kenya

Ahmed Nasir Abdullahi Advocates LLP
FCB Mihrab, 12m Floor,
Lenana Road,
P.0. Box 57731 - 00200,
Nairobi, Kenya
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Kerya Petroleum Relineries Limited
Atrnuol Report and Financial Statements for the year ended June J0, 2024

3, The Board of Dircctors

Name ofDlrector Key quallf,cadons and work e)eellence

Mr. Mohamed
Liban

DO8- 1961
Principal Secretary State Department of Petroleum.
Prior to the appointment he was Chairman of the Ewaso Ng'iro
North Development Authority from 2019. lle has previously
served as Regional Elections co-ordinator under IEBC from
2009-2017 among otier positions,
He holds a Master of Public Health & Epidemiology from
Kenyatta Univ, and Higher National Diploma in Cataract Sur8ery
& Opthalmology both from KMTC.

2 Mr. S

Mwaruah

(Alternate to PS

State Dept of
Petroleum)

DOB.29/12/1966
Currendy serving as the Director, Human Resource
Management &Development (DHRM&DI ln the State
department of Petroleum.
He holds a Bachelor ofArs (BA) degree from tie UoN and a post
graduate Diploma in Human Resource Management and
DevelopmenL He has vast leadership and governance skills and
is also a Member of the Institute of Human Resource
Management (IHRM), lnstitute of Directors Kenya (loD K) and
Kenya Association for Public Administration and Management
(KAPAM)

3

(Alternate Mr.
foseph Zachariah.
NguCi)

Prof. Njuguna
NdungU, CBS

DOB- 1960
Cabinet Secretary forThe National Treasury

DOB-I4/06/1966
Alternate Director, The National Treasury.
Mr Ngugi is a Director of Planning, Macro and Fiscal Affairs
Departmelt of The National Treasury. He has over 20years
experience in Tax matters and heads the Tax Policy Division iIl
the Macro and Fiscal Affairs DepL He holds a Masters in
Economics (UoN) and Bachelor of Arts [BA) Economis and
Sociologr from Egerton University. As the Head of Tax Policy
Division, he participates in tie enactment of Tax policy
legislations and formulation of tax policy documents, He is
currendy an alternate Dir€ctor at Kenya Vehicle Manufacturers
& past alternate Director at Kenya Trade Network. Retirement
Eenefits Authority & Coffee Development Fund. (now
Commodiw Fund)

TT
J-.

4 Mr. Henry G

Karinga

DOB.13l03/1964
He holds a Bachelor of Science (UoN), 1990 and Clobal
Executive MBA (USIU) 2016.
Managing Director - H.K Builders & Ceneral Contractors Ltd

-.ji!
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Kenya Petroleum Refineries Limited
Annual Report and Financial Statements for the year ended June 30, 2024

Name of Dlr€dor Key quallfrcadons ead work experlence

5 Ms. Lilian B.

Mah iri-Zaja

DOB-08/12/1964
Lilian is an advocate of the High Court of Kenya and holds a

Master ofLaw Degree from the University ofReadin& United
Kingdom [2002); a post- graduate Diploma in Legal
Education from the Kenya SchoolofLaw (1989); and an LL.B.
(UoN, 1988). She was previously the Vice Chairperson at the
IEBC and has held various positions in the Department of
lustice including Deputy Chief LeBal Omcer from 2004-2011.
She also served as a Commissioner with the Enerry and
Petroleum Regulatory Authority (EPRA).

tr c
-t

6 Peter
Okombe
Ongori

DOB- 1971
Mr. Ongori is an Advocate of the High Court of Kenya and he has
over seventeen years of post-admission experience in
commercial law practice with strengths in the Extractive
lndustry [Oil and Gas Law). He holds a Master of Laws (LL.M) in
lnternational Oil and Gas Law and Poliry From the University of
Dundee, Scotland, UK, a Bachelor of Laws and Bachelor of Arts
(B-4.) Economics from MDS University, India. Throughout the
years, he has acquired the competence to review, and negotiate
complex international and local contracts on behalf of the
Government of Kenya, He is currently a Deputy ChiefState
Counsel, in the Office of the Attorney General, Government
Transactions Division.

tI
7. CPA.loseph

Ndoti

DOB-05/07 /1972
Currently the Acting Chief Executive Officer KPRL from 7(h

October 2019 and also serves as CFO sinceAugust, 2016. He has
over 20 years' experience in financial managementand business
administration. He,oined KPRL io July 2000 as a Financial &
Management Accountant and has scaled through the career
ladder to his current role. He holds a B.Conr Accounting and
MBA in Strategic Management (UoN) and is a Certified Public
Accountant of Kenya (CPA[K)) and member of ICPAK. He has
previously worked in Cargill Kenya and P&O Nedloyd East
Africa Ltd.

8. Ms. Muthoni
Gatere

DOB-0s/03/ 1963
Muthoni is a practisingAdvocate with over 30 years' experience.
5he holds a Masters de8ree in lnternational Maritime Law 0MO-
lMLl Malta); a post- graduate Diploma in Legal Education from
the Kenya School of Law ( 1987), LL.B. (Hons.) from UoN ( 1986)
and is a Certified Public Secretary UCPSK) and member of the
Law Society of Kenya ILSK). She has previously worked at KPA
as a Board Secretary for L5 years and has expertise in
rregotiating complex commercial contracts and Pension
schemes set up and managemenL 5he is currently a Consultant
with Ledger Registrars (Certified Public Secretaries).

x



Kenya Petroleum Relineries Limited
Annual Report and Financial Statements for the year ended June 30, 2024

4. Key Management Team

Itlare of the Statr ResDonslbllltv

CPA. foseph Ndoti

DOB-05107 /t972
Currently the Acting Chlef Executive omcer
KPRL from 7$ october 2019 and serves as CFO

since August 2016. He has over 20 years'
experience in financial management and
business administration. He ioined KPRL in luly
2000 as a Financial & Management Accountant
and has scaled through the career ladder to his
current role. He holds a B. Com Accounting and
MBA in Strategic Management [UoN) and is a

Certified Public Accountant of Kenya (CPA(K))
and member oflCPAK He has previously worked
in Cargill Kenya PLC and P&O Nedloyd East
Africa Ltd.

Ms. Abigail Mwangi ,\i

DoB-r0/r0/7968
Currently the Chief Operating Officer now
seconded to the Ministry of Enerry and
Petroleum. She holds a Bsc. Chemistry (UoN). Ms.

Mwangi joined KPRL in 1992 and has held a

number of senior positions including
Commercial Manager Iul 20L2-Oct 2016)
Manager Hydrocarbons & Economics (June
?0lz-Ocl 2010) and Manager Process
0perations (June 2008-Oct 2010)

Mr. Martin Wahome

DOB-24/04/r96s
Currently the Human Resource Manager,
KPRL Holds a Bachelor's degree in Social
Sciences (UoN) and an MBA from Middlesex
University. Mr. Wahome loined KPRL in sept
2004 and has over 25 years' experience in
Human Resources ManagemenL He has
previously worked for Block Hotels, Sara Lee
Limited and Unga Group Limited in tle same
capacity. He is a member of the [nstitute of
Personnel Management and a certified RBA
Trustee.

xt



Kenya Petr.oleum Relineries Limited
Annual Report and Financial Statemeots for the ycar ended June 30, 2024

Name of the Stafi Resoonslbllltv

Eng. Evanson
Momanl

DOB-71/09/7964
Currently the Engineerlng Manager at KPRL He

ioined KPRL in Nov 1992 and has over 24 year's
professional engineering experience in various
industries and fields in Manufacturin& Projects,
Operations management, Quality, Health &
Safety Mana8emenl Before joining KPRL he
worked in Bamburi Portland Cement Ltd and the
Ministry of Works. He holds a B.Sc. Mechanical
Engineering (UoN) and MBA in Operations
Management (UoN). He is registered
Professional Engineer (PE) and a corporate
member ofthe Institute of Englneers of Kenya.

Michael Kariuki

DOB-26/O7 /1977
Currently the Manager Technologr
Development and Opemuons at KPRL He
joined KPRL in fuly 2005 as a Process Engineer
and has over 15 years' experience in
Manufacturin& Proiects, Operations and Health,
Environment & Safety. Before joining KPRL, he
worked at Chandaria Industries and Kel
Chemicals Ltd. Michael holds an MBA in
operations Management (UoN) and B,Tech
degree in Chemical and Process Engineering
(Moi University).
He is a Certified Enerry Managerand a redstered
Engineer with the Engineers Board ofKenya and
the lnstitute of EnBineers of Kenla

Kadzo Kalama

DOB-17 /17/t983
Kadzo is the Head of Legal Servlces; char8ed
wlth the legal advisory and corporate
governance roles in the company. She ls an
Advocate of the High Court of Kenya with
experience in commercial matters in the EnerEo/,

Petroleum and Pension sectors with keen
interest on policy formulation, regulatlon and
implementation in the sectors,
She holds a post graduate Diploma in kgal
Education from the Kenya School of Law, LL.B.
(UoN) and is a Certified Retirement Beneffts
Trustee and a member of the Law Society of
Kenya (LSK).

xll



Kenya Petroleum Refineries Limited
Annual Report and Financial Statements for the year ended June 30,2024

5. fiduciary Msnagemeni

The key management personnel who held office during the financial year ended 30th fune,
2024 and who had direct fiduciary responsibility were:

ltlo. Declrnadon Name
I Acting CEO CPA loseph Ndoti
2 Head of Legal Services Kadzo Kalama
3 Chief Finance Officer CPA loseph Ndoti
4 Supply Chain Manager fanette Mutimbia

6. Fiduciary Oversight Arrangements

Role of the Buslness Commlttee

The Business Committee oversees the integrity offinancial reporting, the independence and
effectiveness of internal and external audit functions and compliance with legal and
regulatory requirements.

Their responsibilities include reviewing the business risk management processes as well as
the health, safety, security and environment functions. This committee further oversees the
company's ma,or proiects, the strategic direction of the company and operations of the
business. It also guides the development, review and authorization of procuring and
contracting procedures.

This committee also oversees the Company's human resources policy, practices and
procedures taking into account that Human resources are one of the most important
stakeholders of the Company.

Role of the Audlt and Compliance Committee

The Audit and Compliance Committee is responsible for monitoring the integrity of financial
statements and any formal announcements relating to financial performance. The audit
committee also reviews the process by which the entity's significant risks are identified and
ensure that the Board is fully apprised ofthese risks.

Finance Committee
The purpose of the Finance Committee is to assist the Board of directors in fulfilling its
oversight responsibilities with respect to the monitoring and oversight of the Corporations
financial resources, including its capital management, recovery and resolution planning
processes, and asset/liability.

xl



Kenya Petroleum Refineries Limited
Anntrd Report 8nd Financial Statements fo] the year ended June 30,2024

7. Chairman's Statement

On 18th fuly, 2023 the Cabinet considered and approved the acquisition of KPRL by KPC.

According to 0oK, this State intervention is expected to enhance petroleum supply chain
infrastructure and thereby result in security of supply and cost-efficiency through reduced
demurrage costs and enhanced penetration of LPG usage in the country through the
development of LPC bulk import handling and storage facility. This will enhance efficiency
and also foster synerry in the petroleum value chain by optimizing the use of our existing
downstream petroleum infrastructure.

On 27th October 2023, CoK through The National Treasury GNT) & Economic Planning
transferred its 1000/o shareholding in KPRL to KPC. Consequently, KPRL became a wholly
owned subsidiary of KPC. However, during FY2023/24 the company continued to operate
under the KPRL/KPC Lease Agreement which was entered on 20th March,2017. This
arrangement is transitional until the transition towards full amalgamation of KPRL and KPC

is completed.

While the lease agreement was a transitional arrangement, the acquisition of KPRL by KPC

shall resolve the uncertainty about the going concern status of KPRL. The key post acquisition
activities include identification of strategic opportunities for KPRL, resolution of legacy
matters and harmonization of KPRL and KPC policies. lt was expected that by the lst
anniversary date [27th October, 2024) of the Share transfer Agreement (STA) most of the
post-acquisition activities would have been implemented. However, the implementation of
the road map for the post acquisition integration plan is on-going. Consequently, on 4th

October,2024 and 6th November, 2024, both KPKPC and KPRL respectively passed board
resolutions to extend the lease agreement until the implementation of the post acquisition
integration is completed.

During the financial year ended 30th lune 2024, KPRL continued to operate under the KPRL -
KPC lease arrangement whereby it is reimbursed for operating expenses at cost without a
profit margin. lncluded in the operating expenses is a provision for impairment ofobsolete
assets of Kshs 1.567bn which is made up of Kshs 759M for redundant refining assets and
Kshs 807M relating to spares for the refining plant and equipment. Also included in finance
costs is reversal for previous years' provision for interest on Dead Stock amounting to
Kshs1.33lbn relating to the Yield Shift legary matter which is being resolved as guided by
GoK. The loss after tax and other comprehensive income for the year ended 39ttt June, 2024
was Kshs 91M against planned loss ofKshs148M. The improved loss ofKshs 91M compared
to loss of Kshs 465M for the previous year (FY 2022/23) is mainly due to unrealized forex
gains ofKshs 237M compared to unrealized forex losses ofKshs 495M for the year ended 3Oth

lune,2023 arising from revaluation of USD denominated transactions.

N'l'
Sisned bv Director of the Board

xlv



Kenya Petroleum Relineries Limited
Annual Report ond Financial Statements for the yesr ended June 30,202{

8. Report of the Chief f,xecutive Ollicer

Status of Road Map Towards Full lntegration of XPRI. and KPC
0n 27th October 2023, CoK through The National Treasury GNT) & Economic Planning
transferred its 100o/o shareholding in KPRL to KPC. Consequently, KPRL became a wholly
owned subsidiary of KPC.

During FY 2023/24, the company continued to operate under the KPRL/KPC Lease
Agreement which was entered on 20th March, 2017. This lease agreement is a transitional
arrangement until the transition towards full integration of KPRL and KPC is completed.
Consequentfy on 4th October, 2024 and,6rh November, ZO24,both KPC and KPRL respectively
passed board resolutions to extend the lease agreement until the implementation of the
post acquisition integration plan is completed.
Golng Concern Status of KPRL
The going concern principle is the assumption that an entity will remain in business for the
foreseeable future. While the lease agreement was a transitional arrangement, the acquisition
of KPRL by KPC on 27th October, 2023 shall resolve the uncertainty about the going concern
status of KPRL. According to GoK, this State intervention is expected to enhance petroleum
supply chain infrastructure and thereby result in security of supply and cost-efficiency
through reduced demurrage costs and enhanced penetration of LPG usage in the country
through the development of LPG bulk import handling and storage facility. This will enhance
efficiency and also foster synergy in the petroleum value chain by optimizing the use of our
existing downstream petroleum infrastructure. KPRL operations and financial obligations are
funded by KPC through the lease agreement.

Status of External Audlt for FY2022/23
The audited Annual Report and Financial Statements for FY2022/2023 was approved by the
Board on 29th 1uly,2024. The audit for FY2023/24 commenced on 25.h November,2024
wherebythe exit meeting was done on 6th December, 2024. The conclusion ofthe audit and
issuance ofaudit report is expected before 3l"tDecembec 2024.

Also in reference to the consultative engagement forum convened by the Chief of Staff and
Head of Public Service with all Principal Secretaries and Chief Executive Officers (CEOs) of
State Corporations held at the Kenya School ofGovernment on 21$ September, 2023 on the
matter of Zero Fault Audit Regime, it was directed that all Ministries, Departments and
Agencies ensure that they close all outstanding audit issues raised by the OAG in audit
reports for the preceding financialyears (i.e.2027 /22 and 2022 /23). This is in line with the
Government's Boftom-Up Economic Transformation Agenda (BETA).

xv



Kenya Petroleum Refineries Limited
Annurl Report and Financial Statements for the year ended June 30,2024

8. Report ofthe ChiefExecutive Officer (continued)

Implementation of KPRL Budget for FY 2023/2024
The budgets for KPC and KPRL were approved by The National Treasury on 25'h 111y,2023.
KPRL is responsible for implementation ofthe Revenue Expenditure. lt is also important to
note that during the term of the KPRL/KPC Lease Agreement, the Capital Expenditure
program is developed, managed, and implemented by KPC. Proiect phasing, scheduling
procurement, technical specifications and entire field control is carried out by the KPC.

Capital project reports appear in KPRL reports for completeness which is necessary for both
internal and external reporting requirements.

Ci-+rr. ^f LD A T-v I am-rr Mr*ar< qnd LLA Ar,li+ f^,lli- Darl^l ,nl7 1na,

Matter at the Court ofAppeal - Customs Matter
The amount oftax in dispute is KShs 1,633,968,090/-. This matter is slated for judgment at
the Court ofAppeal and a judgement date has not yet been communicated. We further note
that the Head of Public Service issued a circular directing that public organizations should
resolve their disputes outside court and formed an Intra-Covernment Tax Dispute Committee
chaired by the former Solicitor General Kennedy Ogeto to review the disputes with the aim
of amicably resolving them.

The first meeting of the committee with KRA and KPRL was held on17th Septembet 2024
at the LTo unit in Nairobi whereby KRA informed KPRL of their intention to adhere to the
government circular and have the matter resolved outside court.

The Intra-Government Tax Dispute Committee scheduled a second meeting on 18th 0ctober,
2024 which was attended by both KPRL and KRA. The matter is still on going.

Matter at the Tax Appeals Trlbunal (TAT E452 of 2024)
On 16th Ianuary 2024 KPRL appealed against a tax assessment of Kshs 734M which was
revised by KRA to Kshs 421M. On 9s April,2024 KPRL formally applied to have the disputed
revised assessment of KShs 421M referred to the Alternative Dispute Resolution (ADR)
team. The first meeting with KRA about the matter was held on 4th luly 2024, followed by
another meeting on 7Ih October, 2024. Partial Alternative Dispute Resolution (ADR)
agreement was signed on31/10/2024. Tax payable for VAT and PAYE was revised from
KShs 40.7M to KShs 9.7M. Parties agreed to continue the reconciliation ofthe Corporation
Tax Matter I KShs 380.63M) and once the tax credits have been validated, parties will enter
into a separate agreement on the same,

status of Operationalization of Captive Power Plant (CPP)
The State Department of Enerry advised KPRL that as a pre-requisite to consideration of its
proposalto negotiate a PPA with KPLC and EPRA, to supply power to the National Grid, the
company should carry out a grid study analysis to determine the integration requirements
between the Kenya Transmission Grid and the KPRL Power plant (Power export
infrastructure requirements).
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8. Report of the Chief Executive Officer (continued)
Status of Operationallzation of Capdve Power Plant (CPP) rontinued
The study commenced on 16!h April, 2024 and was completed on 13th June, 2024. Amongthe
take away points deduced from the preliminary grid study were that the idle 9.2MW thermal
generator is in good condition hence can be interconnected to the grid system to support
system voltage at the Coast region.

KPRL signed a Technical Service Agreement (TSA) with KenGen who are currently providing
guidance about the process of engaging the State Department of Energ/ for the purposes of
including the Captive Power Plant (CPP) in the Least Cost Power Development Plan (LCPDP)
and eventually to sign a Power Purchase Agreement (PPA) with KPLC. As per the updated
road map for the operationalization ofthe CPP, the updated KPRL tariffmodel and application
for inclusion ofthe CPP in LCPDP was submitted to the PS, State Department of Energy for
approval on22,d 0ctober,2024.The matter is on going.

HR Mafters
On 27th October 2023, KPRL became a wholly owned Subsidiary of KPC. Subsequent to this,
the following Post Acquisition Activities (PAA's) were carried out and draft documents
prepared pending further guidance from the Shareholder (KPC) and the KPRL Board. These
are:
a) Draft post acquisition communication plan
b) Proposed harmonised job grading and pay structure for KPRL
c)Draft HR instruments comprising the following:

i. Human Resource Policy and Procedure Manual
ii. Career Guidelines for KPRL
iii. Proposed Organisation Structure for KPRL based on current business model
iv. StaffGrading and Proposed establishment for KPRL

d)Proposed way forward on the stalled KPRL 2017-21 Collective Eargaining Agreement

HSSE Performance
There were no major safety incidents reported during the year ended 30th June, 2024. The
Company is compliant with all statutory requirements relating to matters of Health, Safety,
Security and Environment. Work-Hours without Lost Time Iniury (LTI) are shown below.

Table 1

Work-Hours without Lost Tlme Iniurv (LTl)

Target 5,000,000

Hours achieved (28th lune 2024) 4,984,757 (estimated 4days remaining to achieve target)
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E. Report of tbe Chief Executive Officer (continued)
Table 2 below shows condensed Statement ofComprehensive Income for the year ended 30th

lune,2024.

Table 2

Included in the operating expenses is a provision for impairment ofobsolete assets Kshs
1.567bn which is made up of Kshs 759M for redundant refining assets and Kshs 807M relating
to spares for the refining plant and equipment. Also included in finance costs is reversal for
previous years' provision for interest on Dead Stock amounting to Kshs1.331bn relating to
Yield Shift legacy matter which is being resolved as guided by GoK.

The loss after tax and other comprehensive income for the year ended 3Oth lune, 2024 was Kshs
91M against planned loss of Kshs148M. The improved loss of Kshs 91M compared to loss of
Kshs 465M for the previous year (FY 2027/23) is mainly due to unrealized forex gains of Kshs
237M compared to unrealized forex losses of KShs 495M for the previous year ended 30th lune,
2023 arising from revaluation of USD denominated transactions. During the last quarter of
F\2023/24 the Kshs strengthened against the USD, trading at an average of
Kshs 131.77/USD while the average for the period l\ly 2023 to March 2024 was Kshsl4g/USD.
During the year, the Kshs traded at an average of Kshs 144.68/USD.

Note nt202312021 w20iz2no23
lchs lchs

RE'YENUES
TOTAJ. REVENTJES 6,7,8 1,976,207192 1.018,502,027
OPERATING D(PENSES
Administration Costs 9 3.tst.7 59.449 1,334,840,553
Finance Costs 10 ( 1.069.019.1431 318,582,958
TOTAI OPERATINC E(PENSES z,oaz,7 40,7 06 1.653,423,511
PROFIT/TLOS$ BEFONE TAXATION 11 (106,533,2141 (634,927,4A51

INCOME TAX EXPENSE/(CREDlT) t2 (15,409,311) (17o,42L,273)
PROFIT/(LOSS) AFTER TA)UTTION (91,123,903) (464,5OO,2121

Earninss Der share - basic and diluted 13 t2.51 (13]
Dividend per share t4 0 0

OTHER COMPREHENSIVE INCOME
Proflt/ (Loss) after taxadon t91,123.903) (464,500,2121

Surplus or deficit on revaluation of PPE 0 0

Re-measurement of net defined benefit liabiliw 0 0

Fair value gain/(loss) on investments in equity
instruments desisnated as at FVTOCI 0 0

T()TAI COMPREHENSryE INCOME FOR THE YEAR (91,123,903) A64,500,?t?l

si
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9. Strtement of Performance against Predetermined Objectives for FY 2024

On 27th October 2023, GoR through The National Treasury (TNTI & Economic Planning
transferred its 100% shareholding in KPRL to KPC. Consequently, KPRL became a wholly
owned subsidiary of KPC. KPRL operations and financial obligations are funded by KPC
through the lease agreement.

Stratedc Pillars

Since 4th September, 2013 when refining operations were stopped, KPRL strategic plan is yet
to be updated and unveiled. Despite the uncertainty about the going concern status of KPRL,
the company is still guided by 5 strategic pillars and obiectives within its Medium Term
Budget for the FY2O2O/21-2023124. These strategic pillars are as follows:

Pillar 1: Conduct KPRL Business with integrity and in accordance with the laws ofthe
Country.

Plllar 2: Create value to the Shareholder and our Customers by maximizing use of
allocated resources within budgeted limits.

Plllar 3: Secure the going concern status of KPRL through sustainable and profitable
operations.

Plllar 4: Carry out KPRL activities with highest regard to health, safety, security and
the environment.

Plllar 5: Maintain and develop KPRL facility as a Strategic Asset ofthe GoK within the
Oil and Gas sector.

In line with the KPRL-KPC lease agreement, KPRL develops its annual work plans in
collaboration with KPC based on the above 5 strategic pillars. Assessment of the Board's
performance against its annual work plan is done on a quarterly basis. The Company achieved
its performance targets set for the FY 2023 /2024 period for the 5 strategic pillars, as
indicated in the Table 3 below:
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Table 3

Level of compliarce
with internal and
extemal
r€quirements.

Adher€nce to all
company pollcles,
operatifig procedures
and statfiory
requirements.

. KPRL'S level ofcompliance wlth intemal and statutory requlrements
is very good There wert no penaldes assoclated with gross non-
compliance of internd and stahrtory r€porting requirements.

Pillar 1: To comply wtth
etlrlcal, governarce
and statutory
requlrements

. Actual total operating expenses for the year were KShs 2.082bn
representing 9996 of approved total revenue expendlture budget of
KShs 2.09bn The absorpdon rate ofthe budget was withln plan-

. Acaral expenses recovered from KPC were Kshs1.65bn representing
89% of budgeted rccoveries of KShs l.86brl The r€covery rate of the
expenses was wlthln budget

. Year to date loss after tax and other comprehensive income for the
year ended 3oo lunq 2024 wzs Kshs 91M against planned loss of
Kshs l48M while previous)reals loss was IGhs,l65M. The improved
loss of Kshs 91M was malnly due to revaluation of USD denominated
transactions that resulted into unr€allzed Saln of Kshs 237M. Durlng
the last quarter of F{ 2a23/z024,the Kshs s6enSthened against the
USD, tradin8 atan average of lGhs l3l.7ZUSD while the average for
the pertod ruly 2023 to March 2024 was Kshs 149/USD. During the
year (Fy?OZ3l24), the Kshs traded at an average of Kshs
144.68/USD.

. Gpital Expenditure Program on KPRL assets is controlled &
exe€uted by KPC and is KPC'S cost of investsnent ln their books.

Enhancr and sustain
shartholder value

. Operate wldrin the
approved budget

o ProfftabllitY

. Budgeted operadng
actvides under the
revenue expenditurr
budget

. Capttal Expendihfe
Program

Pillar 2:
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I(enye Petroleum Refileries Limited
Artrld Rcport ead Flurnci.l S&tcmeots for the yeer eodcd Jnnc 30, 2024

KPRL conuoud to operate under the KPRL/KPC Laase Ageement
whidl was enterd on 20t March, 2017. This arrangement ls
transitional until the modalifies for operatons of KPRL as a subsidiary
are completed"

On 18e luly,2023 the Cabinet considered and approved the acquisition
of KPRL by KFC. According to GoK this State intervention ls expected
to enhance peilleum supply c-hain infrastructurc and therEby result
in securi9 of supply and co${mdency tlrroudl rcduced demurrage
costs and enhanced penetndon of LPG usage in the country thmugh
the development ofLPG bulk import handllng and storage fac-ilty. This
\ rlll enhance efficiency and also foster synerB/ ln the petmleum value
chain by optimizing the use of our edsling downsream petroleum
lnfi?structure. 0n 27t|, Octob€r 2023, GoK through The National
Treasury $NT) & Economic Planning Fansferred its 100%
shareholdlng ln KPRL to KPC. Consequently, KPRL became a wholly
owned subsidlary of KPC.

Plllar 3; Seorr€ long-term
fuure of KPR!
whlch was afiected
by closure ofthe
reffnlng operadons
since 4d' September,
2013.

-Sustainable
operatons tiat meet
obllgations of all
stakeholders

lmplement road map
for post acquisldon
integradon plan .

Implement HSSE

Programs
By 28rh June 2024, KPRL had adrieved 4,984,151 wor* hours without
Lost Tlme ln,ury GTI) against a target of 5,000,000 work hours
without LTl. Work Hours remalnlng to target were 15,849.

Working tn collaboradon with KPC, KPRL condnues to enforce best
practice and excellence culture in HSSE

Pillar 4: Respect and
r€cognlrc tte IISSE
concerns of the
community, OMCS,

ertployees, service
provlders and
compltance rvith the
law.

HSSE incldents and
level of mmpliancr
wlth applicable laws.

Maximize Uulizzdon
ofdre asseB

Hospitality Services
(producls receipts and
dellveries)

Adual throughput (product receipts into KPRL tanks) was
1,711,748M3 against plan of 1,534400M3. Full potential is at least a

turnamurd tank capacity of 1,4 (196,000M3 p€r month) which is yet
to b€ achieved .

Plllar 5: KPRL hcility ls a
strategic hcllity of
GoK
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10. CorporateGovernanceStatement

Leadership and Responsiblllttes

Overview
The Board of Directors has the fundamental responsibility to promote the success of the
Company and act in its best interest and that of its shareholders while having regard to the
interest ofthe employees, customers and other stakeholders.

Throughout the year ended lune 2O24, the Company, which is now 1000/o wholly owned by
Kenya Pipeline Company, endeavored to comply with its constitutive documents, The
Constitution of Kenya 2010, Code ofGovernance for State Corporations 'Mwongozo' and The
State Corporations Act. The Company is committed to supporting corporate governance
guidelines through embedment of internal rules of engagement that reflect the highest
standards of behavior.

Role ofthe Board
The operations ofthe Board are governed by the Board Charter which the Board has deemed
to be up to date with the current needs and roles of the Board. The Board has a formal
schedule of matters reserved for Board decision that details specific company affairs the
Board does not delegate.
The Board is currently comprised of five members and has functioned without a substantive
Chairperson since the exit of Director Suleiman Shakombo on 21st October 2016 vide gazette
notice number 8733. The Board is collectively responsible for the Company's vision and
strategic direction, its values and its governance. The Board is also accountable to the
Company's shareholder for the performance of the business and its long-term success. It
provides the leadership necessary for the Company to meet it is performance objectives
within the framework of internal controls. During the year there were no changes to
membership.

The Board is satisFred with the commitment and contribution ofeach director and undertook
a Board Evaluation exercise under supervision of State Corporations Advisory Committee
(SCAC) during the year.

Attendance
The Board meets regularly and at least four times a year at approximately quarterly intervals.
The dates of the meetings are set in November or December of the previous year, well in
advance thereby ensuring maximum attendance.

The Board has established two principal Board Committees to which it has delegated certain
responsibilities namely; the Business Committee and the Audit and Compliance Committee.
The roles, membership and activities ofthese committees are as described later in this report.
Each Committee has its own terms of reference which are subiect to review annually.
However, due to the lean composition ofthe Board, only the Audit and Compliance committee
is functional.
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10. CorporateGovernanceStatement(continued)

Board induction and training
All Board Members receive an induction upon joining. This provides an overview of the
company, new developments in the environment in which the company operates, accounting
and financial reporting developments, as well as any regulatory changes. Board members also
undergo regular training and education to enable them fulfill their responsibilities.

Divislon of Responsibilities
As per the Board Charter, the chairperson is responsible for the leadership of the Board by
ensuring effectiveness on all aspects of its role and facilitating productive contribution of all
Directors. He/She sets the Agenda for the Board meetin8s in consultation with the Chief
Executive Officer and the Company Secretary. He/She is also responsible for ensuring that the
interests of the shareholder are safeguarded and effective communication is maintained with
the shareholder. The chairperson is accountable to the Board for leading the direction of the
Company's corporate and financial strategy and for overall supervision of the policies
governing the conduct of the business.

The ChiefExecutive Officer has overall responsibility for the performance ofthe business. He
provides leadership to facilitate successful planning and execution of the obiectives and
strategies agreed by the Board. He is also responsible for stewardship of the Company's assets
and, jointly with the Chairperson, for representation ofthe Company externally.

As the board does not have a substantive Chairperson, the Board, in its meeting of 14tt
December 2017 nominated Ms. Mahiri Zaja as the designated Director to facilitate ease of
coordination and functioning of the Board and Management. Ms. Zala is also charged with
coordinating board activilies and execution ofany approved documents on behalfofthe board for
a period of 6 months (renewable) or until the appointment of a substantive chairperson by the
relevant authorir;", whichever precedes: subject to approval from the line ministry.

lnformatlon and Support
The Board receives high quality, up-to date information for review in good time ahead ofeach
meeting. The Company Secretary ensures timely information dissemination within the Board
and its Committees.

The Composltion of the Board
The composition of the Board as at 30th .lune 2024 is as set out in the key entity information
on page vi. The following change/appointments took place during the current financialyear:

a. Extension of term of appointment:

Name Designatlon Date of Explry
ofTerm

Date of
ReaDDointment

Term of
Extenslon

L. Mahiri-Zala Independent
Director

20.02.2023 04.08.2023 lyear

H. Karinga
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10. CorporateGovernanceStatement(condnued)

b. Appointment ofAlternate Directori

As detailed in the below schedule, the Board held six (5) full Board meetings, three (3) Special
Board meetings during the year 2023/2024 in the Company's Boardroom.

ln addition, Board also held three (31 Board Committee meetings. The Board further held
three (3) ioint meetings with the Board ofthe incoming shareholder, Kenya Pipeline Company
Limited and participated in one [1) extra-ordinary general meeting with its outgoing
shareholder, National Treasury.

Schedule of Meetlngs - Financial Year Ended 3Oth June 2024

Table 4

Spectal Board
Meedngs

Full Board Meetings Audit and
Compllance Board
Committee
Meetings

foint KPRL/KPC
Board Meetings

21s Ausust 2023 18rh Ausust 2023 9th November 2023 2Sth Ausust 2023
25tt' August 2023 25th September 2023 15s February 2024 25th April 2024
06rh March 2024 1Oth November 2023 2"d May ZO24 3l* Mav 2024

15th December 2023
16th February 2024
3,d May 2024

The attendance for the above Board meetings can be summarized as follows:

Table S

Name Meeting
Attended

MeeunSs ellgible to
attend

1 L. Mahiri-Zaja 9 9
2 H. Karinsa I 9
3 P. Ongori I 9
4 l. Nsusi 8

5 I. Watula 6 7
6. s. Ikiiki 1 1

7 E. Mwaruah 1 2

Director Former Alternate
Director

Current Alternate
Director

Date of
ADDointsnent

Principal Secretary, State
Department of Petroleum

l. Wafula E. Mwaruah 27th F eb,2024
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10. CorporateGovernanceStatement(conHnued)

Balance and Diverslty
Board Directors come from a diverse industry and professional backgrounds with varied
experience and expertise aligned to the needs ofthe business.

Conflict of lnterest
Directors are obligated to fully disclose to the Board any real or potential conflict of interest
which comes to any director's attention, whether direct or indirect. The statutory duty to
avoid situations in which the directors have or may have interests that conflict with those of
the company has been observed in the financial year under review. A register for recording
any conflict of interest declarations is maintained.

Training and Development
On joining the Board, all Directors receive a full induction on all arrears of the Company's
business which includes a tour ofthe refinery complex and tank farms. Board members also
undergo regular training and education to enable them fulfill their responsibilities from time
to time. They also receive an overview on new developments in the environment in which the
company operates, accounting and financial reporting development.

Directors Remuneratlon
The Directors remuneration is solely guided by the guidelines set forth in the Terms and
Conditions of State Corporations for Chairmen and Board Members, the newly unveiled
Guidelines on Managementand Terms and Conditions ofService for Board Members and Staff
of State Corporations as read together with the Salaries Remuneration Commission (SRCI

circular dated 1Oth December, 2014 and the amendments thereto.

Role of the Business Committee
The Business Committee oversees the integrity offinancial reporting, the independence and
effectiveness of internal and external audit functions and compliance with legal and
regulatory requirements.

Their responsibilities include reviewing the business risk management processes as well as
the health, safety, security and environment functions. This committee further oversees the
company's major projectq the strategic direction of the company and operations of the
business. It also guides the development, review and authorization of procuring and
contracting procedures.

This committee also oversees the Company's human resources policy, practices and
procedures taking into account that Human resources are one of the most important
stakeholders of the company.

Role of the Audit and Compllance Committee
The Audit and Compliance Committee is responsible for monitoring the integrity of hnancial
statements and any formal announcements relating to financial performance.
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I l Msnagement Discussion and Analysis

ENGINEERING HTGHLIGHTS

Introduction:
The key maintenance activity under Refinery Complexes I and Il is continued maintenance of
nitrogen top-ups meant for partial preservation of the equipment. This exercise has been in
progress from shutdown in 2013. The condition of the process plant equipment ls
dlsintagroting as no proper preseruation has been funded.

I) Rotatin& Mobile Equipment & Plpellnes
The periodic rotating of rotors for pumps at pre-determined intervals continued. Pumps are
still in gasoil preservation while compressors are in nitrogen preservation. Serviced P509,
repaired gulley sucker at the workshop. PRVs/TRVs maintenance continued as per schedule.
Routine servicing of automobiles also continued. Carried out repairs on the leaking 8" LPG
pipeline at Kiev bridge, Repair of Multi-product-Line on done as per previous pigging report
and Painted 400 metres of 8-inch fire water line at port-reitz tank farm. Painting of 18 and
15-inch product lines at Changamwe tank farm ongoing.

ID Storage Tanks
a) Tank T203 repairs and maintenance contract awarded, work commenced inluly Z0Z2

and maintenance work was1007o completed in fune 2024.
bJ LPC tanks & vessels repairs and maintenance contract awarded, maintenance work on

vessel V-601 A and V-601 B completed and given back for operational use. T-610 painting
works completed and commissioned. Repair and painting work completed in fune 2024

c) Repair works for tank 102 tender for additional works awarded and implementation to
commence by mid October 2023 and Work is 5070 complete.

dJ Repair works oftank 305 and painting oftank 307 and tank 305 externally, scopes ready
awaiting procurement review approval for tendering.

IID Site Works
Ceneral routine site cleaning grass cutting, landscaping application of herbicides on grass
and vegetation, disposal ofgrass and garbage collection and disposal continued on a ryclic
basis. Cyclic cleaning ofstorm drains and desludging was carried out-Routine activity.
Preparation oftender for removal ofasbestos from various KPRL buildings completed and
tender for renovation of KPRL buildings completed and bids invited-18,h Sep 2023
Routine site works repairs and maintenance (repairs to trucks parking and road 2, T606
junction repairs, Gutter for the training center building, KPRL estate, sports club and
Vipingo cottages houses, plumbing repair works to KPRL buildings and oflices and fire
station completed within September 2023). Clearing bushes around KPRL sites.
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11. Management Discussion and Analy3is (continued)

ENGINEERING HIGHLIGHTS

Routine estate house maintenance ongoing. Other activities carried out during the year are
as listed below.

a) Asbestos removal, disposal and reroofing at all KPRL asbestos containing facilities
completed in fune 2024.
Upgrade of KPRL storm drains completed in lune 2024.
Renovation works for various KPRL buildings commenced and completed in May
ZOZ4.
Construction ofboundary walling at KPRL Nyali house completed in April 2024.
Upgrade of KPRL main office plumbing works completed in April2O24.
Garbage collection at KPRL open plots Completed in May 2024.
Road 10 pothole repairs completed in May 2024.
KOT slope stabilization Completed in June 2024.
LPC fence renewals completed in June 2024.
Tank platforms renovation completed in lune 2024
Bund wall repairs to all tanks completed in fune 2024.
Pothole patching of KPRL roads and murram surfacing of input tank farms completed
in lune 2024.

m) Re-carpeting of KPRL internal roads completed in June 2024.
n) Repair ofvarious road shoulders and storm drains completed in lune 2024.

Iv) Captive Power Plant(CPP)
CPP weekly engine manual spinning went on routinely. Replacement of defective solenoid
valve was done on 15rh September 2022 and on attempts to conduct normal spinning
preservation, the procedure was unsuccessful due to an error on the external PC hard disc
where the operator interface System(WoIS) page was not turning on.

U lnstrumentation & Control
Scheduled checks and testing of safeguarding systems/smoke and fire detection systems for
equipment which are operational were completed as planned. Tank 305 lnstruments were
installed back after mechanical inspection and repairs ,Tank 611 top pressure transmitter
capsule found faulty replaced Transmitter. Tanks 102 and 210 floats raised to max heights to
allow for tank cleaning and repairs Carried routine checks on all tank temperature
thermophores. Repaired faulty tank 504 level gauge. Checks on all floating roof tanks fire
detection systems was carried out. Quarterly service for CCTV surveillance system done
Relocated CCTV camera from bay 1 to bay 3 as per MHSEC request. Servicing of telephone
extensions done, Standby operational requirements for LPG ship receipts at Shimanzi Oil
Terminal & transfers to Changamwe depots done.

b)
c)

d)
e)
t)

c)
h)
i)
i)
k)
l)
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al
b)
c)

I l. Management Discussion and Analysis (continued)

ENGINEERING HIGHLIGHTS
The key ongoing activities and the respective target completion dates are as follows

P-641 control cable failed and was replaced on 9th Dec 2023.
Tank 118 ATG malfunctioned and repairs done and completed on 29t Dec 2023.
Radio Tx/Rx communication channel 1 malfunction was repaired, completed and tested

on 28'h Dec 2023.
dJ There were repairs on CCTV system at various areas of coverage.
e) Commissioning of P-654 and P-655 Connectivity to line 5 prolect done

Q Tank6l0level switches installed backafter mechanical repairs.
g) Replaced faulty barrier fluid pressure switches for P-551,652 and 653.
hJ Replaced 5 old CCTV cabinets with new ones at weigh bridge, sports club, KOT upper fence

and main gate.
iJ Relocation of floating rooftank fire detection systems to new fire system done.
j) Completion of New truck loading Instrumentation works are on going
k) CCTV storage server and storage devices on order awaiting delivery end of .luly for

commissioning.
l) Scheduled check and testing ofsafeguarding systems/smoke and fire detection systems

for equipment which are operational completed as planned.
m) Removed T-115 instruments to facilitate tank mechanical repairs.
n) Relocated sounder for guard room smoke detection systems to enable air con installation.
oJ AGO TSO tripping on pump startin&damaged cable replaced and sensor cleaned.
p) Carried out routine cleaning of CCTV cabinets and switch room at KOT.
q] Repaired and replaced faulty cables for thermoprobes.
rJ attended to standby Operational requirements of Fuel Ship, LPC reciepts at Shimanzi Oil

Terminal & transfers to Changamwe depots.
s) Tuning ofall portable and base radios to new frequencies allocated by CAK, done awaiting

supply,installation and commissioning of repeater.
t) Installation of cctv ptz camera at new loading bay in progress
u) P-615A not stopping,troubleshooting in progress

VI) ElecHcal
KPRL Substation No.1, Transformer No.2 incomer switchgear has malfunctioned and a follow
up with OEM to restore normal operatlon is ongoing. 110VDC tripping battery charger units'
replacement for Substation No.3 switchgear protection relays which failed are under
procurement process after previous vendor inability to deliver. P5078 Control cable for truck
loading which failed was delivered to site and cable trench work, cable laying and
terminations is ongoing. Procurement process for the repairs and servicing of KPRL AEG UPS

systems is ongoing.

Routine activities involving batteries maintenance for emergenry generators, UPS's and fire
water pumps were carried out. Cathodic protection system surveys & monitorin& motors
maintenance, air conditioning maintenance and inspection of Portreitz overhead
transmission lines similarly went on.
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I l. Management Discussion and Analysis (continued)

ENGINEERING HIGHLIGHTS

VI) Electrical

H-poles for Port-Reitz overhead power lines at Kwa Hola knocked and damaged by a vehicle
on 25,h March 2024 but have been repaired. MV underground cable from substation No.7 to
Substation No. I was damaged during excavation works on 1Zth March 2024 and is awaiting
repairs.

Rotten H-poles for Port-Reirz overhead transmission power lines at Kalahari and Migadini
areas were replacement on 16rh fune 2024. Direcf. Current Voltage Cradient (DCVG) survey
and Closed Interval Potential Survey ICIPS] for 18" Crude Oil and 8" MPL underground
pipelines was done. ln-house implementation ofthe electrical scope ofworks for completion
ofAGO/PMS truck loading facility is ongoing.

Vll) lnspectlon & lntegrity

Providing technical inspection support, Quality assurance and control surveillance for the
following proiects and activities.
i. Finalized technical inspection reporting and documentation for E0PS pipeline and

pumps.
ii. LPG truck loading pro.iect at Changamwe. Project commissioned and under

surveillance
iii. KOT Tanks T-703,T-702,T-707,T-708 and T-705 major rehabilitation for service

change to AGO finalised. Box-up for all tank done
iv. Rehabilitation and painting ofLPG storage V-501A/8, Tank 610 and Tank 611. Top

side nozzles retrofit including the manhole replacement for T-611 finalized.
v. T-203 Major lnspection done and rehabilitation finalized.
vi. Partial inspection and rehabilitation ofTanks 305 and 307 finalized.
vii. PS-15 Connectivity to KOT2, KOSF and KPRL to Line 5 ongoing. Work at input tank

farm finalized and commissioned.
viii. Tank -102 Inspection, rehabilitation and partial roofdeck repairs in progress.
ix. Routine on-stream pipeline UT survey, Visual and NDT ofKPRL storage tanks,

overhaul inspection for safety relief devices (SRDs) as per annual program.
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ll. Management Discussion and Analysis (conrtnued)

ENGINEERING HIGHLIGHTS

VIII) Status of other Profects
The following pro.iects were under implementation and status is as here under;

7. 2022/23 CAPEX ongoing Pro.iects status is as indicated below:
a. KPRL Changamwe connectivity to Main Line 5- Contract signed and works

commenced on 11th April 2022. Proied progress is currently at 830/0 completion,
expected completion was on 30th September 2023. Completed and handed over on
29tt, February, 2024.

b. LPG truck loading. Civil works, loading gantry structural construction competed and
handed over by fune,2024.

c. Rehabilitation of KPRL Port Reitz tanks KOT contract - Contract commencement
date was 15th ]une, 2022 and the implementation progress is at 100%. Completed
by 30th lune, 2024.

d. Connectivity of KPRL Portreitz Tank Farm to Line 5, KOT 2, & KOSF - The contract
was awarded and works commenced on 18s July 2022. lmplementation is at 907o.

e. Replacement of LPG Analysers - Contract was awarded and equipment's delivered,
tested and handed over. Project 100% complete.

Table 6 below depicts the status ofactive projects currently being undertaken and managed
under the supervision of KPRL team.

Table 6 Adlve proJects

7

KPRL R22 Refrigerant
air-conditioning
systems

39.32M

. Conract siBned sn 2f,ra lune 2023.

. Commencement was on 7tr Aug 2023.

. lnitial target completion date was 7rh Feb 2024. Extension
of Time request was initiated and was approved to expire on
6.h August 2024.
. Estimate ofwork done is at 71%o against 100026 planned.

2.
Completion of
Upgrade ofTruck
loadine facilitv PS15

USD

602,692

All materials delivered to site. In-house installation works in
advance stage. Testing and commission in progress and
handover exDected in earlv lulv 2024

Power supply to KPRL
Fire water pump (PS

15) from substation
No.3

19.49M

. Contract signed on 28th April 2023

. Commencement on 22^d May 2023

. Work Completed on 2l't Feb 2024 and handed over to
clienL

3

4
P652 Motor
Replacement

4.09M

. LPO issued to supplier dated 30,h Ianuary 2023 with
delivery date of 31't October 2023.
o Delivery of P652 motor to KPRL done. Associated items i.e.
cable glands are to be replaced.
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I l. Management Discussion and Anelysis (continued)

ENGINEERING HIGHLIGHTS

Table 7 below lists the new capex budgeted for FY 2 023 /24 for which tender documents have
been prepared. Whereas some have already been advertised (as indicated), others are
currently awaiting tender advertisement by KPC as per the Annual Procurement Plan

Table 7 New Capex ltems

1 Fire Tender 53.1M
Tender non-responsive, deferred to
next Financial Year

z
Industrial Vacuum Tanker (Gulley
Sucker)

27.6M
Tender recommended for award
Contract document execution in
progress.

3
Replacement of utilities air
compressor

24.0M
Contract signed on 206 May 2024.
Order Dlacements ln Drogress
Contract awarded on 25th March
2024.

4

Replacement of3No. Primary and
3No. Disaster Recovery Data
Centre Servers, 6No. LAN Base
P0E Switches and Associated
Devices

23.6M
All items expected in KPRL in ,uly
zoz4

q. Replacement of Automatic
Distillation Units

16.0M
Tender awarded. Contract document
execution in Drosress.
Contract slgned on 6ti February 2024

6
Replacement ofAGo Cold Filter
Plugging Polnt CFPP Analfzer

9.0M Completion expected by 31.t lune
2024

7
Replacement of Automatic
Density Meter 5.0M

Tender awarded. P0 to the winning
bidder beinc proc€sscd

I Replacement of Mercaptan
Sulphur Titrator

5.0M
Tender non-responsive.
Recommended for retender

I Staff Parking Sheds 5.0M Completed

10

Replacement of 30 Enterprise
Desktop Computers complete
with Uninterruptible Power
Suoolv [UPS) Units

4.4M PO issued to supplier

11.
Replacement of Hydrogen gas
qenerator 4.0M

Tender non-responsive.
Recommended for retender

t2. Purchase of Office chairs at KPRL 2.5M
PO issued to supplier, deliveries
exDected in lulv 2024.
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I l. Management Discussion and Analysis (conlinued)

HEALTH SAFETY SECURITY & ETTVIRONMENT HIGHLIGHTS

KPRL embarked on a journey towards achieving SMillion workhours without Lost Time
Injury on zndfanuary2024. As at 28,h June 2024, the workhours stood at 4,984,151 estimated
to be 4 days to target.

Table 8 below shows Work hours without lost time inlury

Target 5,000,000

Hours achieved (28th lune 2024) 4,984,151 (estimated 4days remaining to
achieve target)

Site wide sensitization was conducted to ensure the milestone would be achieved. Once
achieved, Management will consider approval of issuance of a safety token towards this
milestone in line with the policy on rewarding HSSE Performance.

The Company's Health, Safety and Environment Management System (HSE-MS) underwent
its 1.t Surveillance Audit on 3.d to 4tt' July 2024. Following the audit, KPRL was recommended
for continued certifi cation.

KPRL HSSE department organized a safety week awareness program from ZZ"d - 266 April
2024 where the following activities were carried out:

), Emergency drill challenge competition for staff and contractors
> Staff sensitization on world safety day
i Tank farm tour
i Tree planting
} HSE safety raffle

The turnout from staffand contractors was commendable and indeed showed support ofthe
HSE Management System.

First Aid training for Thirty-Four (34) members of KPRL staff and In-house Contractor
personnel was carried out on 3rd - 7th llune 2024
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ll. Manrgement Discussion end Analysis (conrtnued)

TIEALTH SAFETY Sf,CURITY & ENVIRONMENT HIGHLIGHTS

Table 9 Status of HSSE Llcenses

s/No LICENSE EXPIRY DATE
t ISO 14001Certificate certifi cate No. KEo03541

Expiry 06 /07 /2026

2 NEMA Emuent Water
Discharge License

License No: NEMA lW QIEDL/ 1 6240
Expiry- 3L /12/2024

3 D0SHS Workplace
CertiRcate.

Changamwe- Certifi cate No. 0008 190-02-24-R
Expiry 20 /0t /2025

Port Relr- Certificate No. 0008192-02-24-R
Expiry 20 /Ol/2025

4 Fire Equipment
lnspection by Mombasa
Cou nty

Inspection done on 06112/2023

Cerrificate Ref No ARN-AAA00lV2- Changamwe
Dated 05rh March 2024, expiry February ZO25

REF No. ARN-AAA03UK3- Port Reitz
Dated 23.d lanuary 2024, expiry lanuary 2025

5 Business Llcense
EPRA

by Storage of Petroleum Products Except LPG License No,
EPRA/PET/s837
Expiry 78/07 12024(Renewal done awaiting license)

Stora8e of LPG in Bulk License No. EPRA/LPG/8704
Exoiry 18112/2024

6 Annual County
Government Business
licence.

PORT REITZ
PCrMit NO ARN-AAAO3UK3
Date of lssue: 04/02l2024
Expiryt 37 / 12 /2024

CHANGAMWE
PErMit NO. ARN.AAAOOIVz
Date of lssue; 23l01/2024
Exoiry:37 / LZ /2024
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ll, Monagement Discussion and Analysis (continued)

FINANCIAL HIGHLIGHTS

Statement of Comprehensive Income for the perlod ended 3Oth fune, 2024

Revenue
During the year en6"6 3gtt' lune, 2024 KPRL continued to operate under the KPC- KPRL lease
arrangement. The lease agreement provides for recovery of KPRL operating and finance
expenses at cost i.e. without a profit margin. The expenses recovered exclude provision for
interest on dead stock and depreciation on the defunct refining plant, captive power plant
and associated equipment for both plants. The budget tor F\2023 /24 was approved by the
National Treasury on 25tr fuly, 2023.

Lease recoveries for the year were Kshs 1.654bn against planned recoveries of
Kshs 1.857bn, representing 890/o utilization.

Operating Expenses
Total operating expenses are made up of staff costs, use of goods and services, depreciation
and finance costs. Total operating costs were Kshs 2.082bn against plan of KShs 2.095bn
representing 99 Yo utilization.

Included in the operating expenses is a provision for impairment of Kshs 1.567bn which is
made up of Kshs 759M for redundant refining assets and Kshs 807M relating to spares for the
refining plant and equipment.

Finance Costs
Included in finance costs is reversal for previous years provision for interest on Dead Stock
amountingto Kshs1.33lbn relating to the Yield Shift legacy matter which is being resolved
as guided by GoK.

Loss after Tax and Other Comprehensive Income (OCI)
The loss after tax and other comprehensive income for the year ended 30th lune, 2024 was
Kshs 91M against planned loss ofKshs 147M. The improved loss is mainly due to unrealized
forex gains of KSh 237M compared to unrealized losses of KSh 495M for the year ended 30rh

lune, 2023 arising from revaluation ofUSD denominated transactions. During the year ended
3oth fune, 2024, the Kshs strengthened against the USD from 140.52 Kshs per USD in July 2023
to 129.53 Kshs per USD at the end ofJune, 2024.

Also the lease arrangement does not provide for recovery of provision for interest on toll dead
stocks and depreciation expense on the defunct refining plant, captive power plant and
associated equipment for both plants IKshs 117M).
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I l. Managemenl Discussion and Analysis (continaed)

FINANCIAL HIGHI.IGHTS

Statement of Financial Position as at 3oth fune, 2024

The statement of financial position is shown on page 2.

Non- Current Assets
The net book value of Property plant and equipment reported at historical cost as at 30th fune,
2024 was Kshs 1.701bn compared to Kshs 2.67bn at the beginning of the financial year.
Detailed breakdown of property, plant and equipment is shown in note 15 to the financial
statements. The decline in net bookvalue ofthe assets is due to provision for depreciation. A
provision has been made for impairment of the defunct refining plant, and associated
equipment of Kshs. 759M. KPRL stopped refining operations with effect from 4th September,
2013.

Following the conversion of the Defined Benefit (D8) pension scheme to a Defined
Contribution (DC) pension scheme with effect from ln.lanuary, 2017, the company's share of
surplus was transferred to the DC pension fund to be invested in the DC Pension fund. The
surplus funds would go partly to future funding of the employer's statutory contribution
towards the DC pension scheme. The estimated value ofKPRL investment in the DC Pension
fund as at 30th lune, 2024 was Kshs 923M compared to Kshs 845M at the beginning of the
financialyear. In line with RBA rules and regulations, the Board ofthe Sponsor (KPRL) passed
a resolution to meet any contingent liabilities that may arise in future, which shall be covered
by a component ofthe sponsors investment ofKshs 923M in the DC fund.

Deferred Tax Asset
As at 30th lune, 2024, the deferred tax asset was Kshs 256M. A deferred tax asset is
business tax credit for future taxes, and a deferred tax liability means the business has a tax
debt that will need to be paid in future. The significant change affecting the treatment of
deferred tax is that the Finance Act, 2021 removed the time restriction on carry forward of
losses effective l,r lanuary 2022, thus enabling KPRL to recognise deferred tax asset from
previous years.

Current Assets
As at30th lune,2O24, total value ofcurrent assets was Kshs 1.598bn, made up ofinventories
totaling Kshs 319M made up of crude & finished products inventories Kshs 305M, plant &
equipment spares & other consumables Kshs 14M, trade & other receivables Kshs 415M, tax
recoverable Kshs 910M, and bank & cash balances Kshs 54M. Detailed analyses of the
lnventories and the trade & other receivables are shown in notes 2O,ZL and22 of the financial
statements. A provision of Kshs 807M has been made in respect to spares relating to the
Refining Plant.
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ll. Management Discussion and Analysis (conlinaed)

FINANCIAL HIGHLIGHTS

Current Llabilities
As at 30'h fune, 2024 total current liabilities were Kshs 4.189bn made up of borrowings Kshs
1.77bn, short term loans from GoK Kshs 1.63bn, cash advance from KPC Kshs 323M, trade &
other payables Kshs 436M. Detailed analysis ofthe borrowings, trade and other payables are
shown in notes 28-34 to the financial statements.

The current liabilities (Kshs 4.189bn1 exceed current assets (Kshs 1.698bn) by Kshs 2.491bn
due to outstanding short-term loans from GoK, KPC advance, bank overdrafts and CPP term
loan which was converted to a current loan after default. ln May 2020 KPRL began partial
repayment of the bank loans using depreciation recoveries from KPC as provided for in the
lease agreement. Full restructuring ofthe CPP term loan to a maximum tenor of3 years and
settlement of the bank overdrafu is under negotiation pending recall of the sponsor surplus
invested in the KPR DC Pension fund.

STATEMENT OF CASH FLOWS
The statement ofcash flows is shown on page 4

Cash generated from operatlons
The net cash used in operating activities for the year was Kshs 1.014bn

Cash flow from investing actlvlties
As per terms ofthe lease agreement between KPRL and KPC, Capital Expenditure incurred by
KPC for the upgradation ofKPRL assets is KPC's cost ofinvestment in KPC book. Thus, KPRL
has not incurred any Capital Expenditure for the period ended 30'h lune, 2024.

Financlng actlvi6es
The net cash applied in financing activities was Kshs 1.186bn. This amount is made up of cash
advance of Kshs 161M received from KPC, partial principal loan repayment of Kshs 44M
towards captive power plant term loan, interest paid on outstanding bank loans Kshs 262M
and reversal of provision for interest on dead stock Kshs 1.331bn. Full restructuring of the
CPP term loan to a maximum tenor of3 years and settlement ofthe bank overdrafts is under
negotiation pending recall ofthe sponsor surplus invested in the KPR DC Pension fund.

Net increase ln cash and cash equivalents
The net increase in cash and cash equivalents was lGhs 83M. The closing deficit of cash and
cash equivalents as at 30th fune, 2024 was Kshs 637M as detailed in note 23 and 28 of the
Financial Statements. The closing deficit cash and cash equivalents as at 30th lune,2024 of
Kshs 637,289,136/- is made up of Eank and cash balances Kshs 53,531,100/- as shown in
note 23 and bank overdrafts as detailed in note 28 comprising: CBA Kshs 351,514,7 45/ -

Citibank Kshs 132,789,449/- & Citibank USD facility equivalent Kshs 206,476,042/-
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I l. Management Discussion and Analysis (continued)

COMMERCIAI- HIGHLIGHTS
As per the terms ofthe KPRL-KPC lease agreement, KPC is operating the entire KPRL tank
storage capacity. Following the implementation of the Lease Agreement, more volumes are
expected to be handled through the KPRL facility since Oil Marketing Companies (OMCs) can
access products easily through the Global Entitlement Program (GEP). The optimal tank
turnaround hctor is 1.4 translating to monthly volume of 196,000M3.

The actual volume ofproducts handled fluly 2023 to fune 2024) is shown below on Table 10.

Product receipts into KPRL tanks were marginally lower than the budgeted volumes

Table 10

THRUPUT Ouarter I Ouarter 2 Ouarer 3 Ouarter 4 YTD
Actual Actual Actual Actual ,ltcturl

Receipts rnto KPRL [M3) @

usD 3.74lM3 265.518 437,117 3? 6,528 632,544 1,711,718
LPC Receipts
rMT]@USD25/MT 1,564 l,s 10 1,413 899 5,386

39,t09Lane Lease (MTl@USD3/M3 9,348 8,749 t6,272 0

4.169
Line Lease - LPG (MT)
@USD2O/MT t,26t 889 1,513 506
Truck Loadinc @USD2.77 /M3 72,r01 88,809 93,525 34,016 28&451

LL,667 46,O92FO receiDts @USD5.77lM3 t2,562 9,O22 LZ,84Z

Pump-over Deliveries to SOT
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ll. Menagement Discussion and Andysis (conliaued)

RIsk Management

The Risk Register for the I(PRL top risk is reviewed periodically and the top departmental risks monitored on a quarterly
basis to evaluate the status ofvarious improvement action plans as documented and committed by the Risk Owners.

Tablell

d 1: Overall Rlsk

High
Risks

Extreme
Risks

Low
Risks

Medium
Risks

lb nh*lhoc leemrasrl_il[
6e LtbiI|b&re faelt

Bftcumrss
ftqnerb

- ,tr' -EE lF, I fli
1 KPRL/KPC

lntegration
1. Moritodng and

reportiog on the
acquisition process
roadmap,

KPRL Acquisition was completed on 27c October 2023
when the share traflsfer itrstruments were signed offupon
approval by key government authorities and lenders.'Ihis
included stake holders enmsemenL

Z. Develop and
implement effective
change manageme[t
strategies

A roadmap to address post-acquisitioo activities was
developed in December 2023 and presented to KPC
ManagemenL lmplementauon ofthe post-acquisition plan is
imperative for KPC to realize the strategic oblective ofthe
acquisition, A cross-fu nctional implementation €ommittee
was formed in Q2 composed ofstaff from KPC and KPRL to
spearhead the implementation oft}le post-acquisition plan.
The committee held its initial kick-offmeeting from 29tN

Novemberto 1,t December 2023 in Kilifi.
3no. Sub committees were formed composed of safffrom
KPC and KPRL to spearhead the implementation of t}le post-
Acquisition plan:

e Finaoce
b. Operations
c. Governance
a) Finance Committee Obiective;
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No Risk Name lmprovement Action
PIans

Actiol Plans Status Control
Effectiveness

Remarks

Q1 Q2 Q3 a4
. Consolidate accounts and financial

statements
. Review revenue framework, billing &

invoicing
. Funding Mechanism development
. Tax implication
. Liabilities

Last meeting held on 1ld - 16s June 2024.
b) Operations sub-committee objectives

. Review ofpolicies and procedures (HSL:,

Engineering, Operations & Proiects
Management)

. Vendor contract review
Last meeting held on 18'h - 22ni March 2024.

c) Covernancestructuresub-committeeobicctives:
. Review of existing Governance lramework
. Regulatory compliance audit
. Conrplrance legal reviews
. l,itigationnranagement
. Governance audit

Last lneeting held on 10s - 13m April 2024.
3, Engagement

between KPC and
KPRL on governance
structure

L 2 2

The stecring cortlmittee held its last meeting on 15rh - 19rh

April2024.

2. Loss of
property
rights

1 lmplement Court
order on eviction in
liaison with Ministry
of Interior

2 z ? 2

Court order allowing eviction was secured on 12 March
2013. Over 153 families continue to occlrpy the 2 parcels of
KPRl,land due to political interference. Use of law-
enlbrcement agencies is required to effectively inrplement
the court orders.

2. Reinstate
dysfunctional CCTV
canterrs-

2 z 2

There are 5No. CCTV that were dysfunctional. However,
2No. have been fixed and restored to oormal operations in
Q2.
CCTV storxge received, awaiting storage servers for the
engineering team to fix the remaining 3No. CCTV before end
ot Qt F\ 2024 /25
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No Risk Name lmprovement Action
Plans

Acdon Plans Status Control
Effectiveness

Remarks

Q1 Q2 Q3 Q4

3. lnstallperimeter
masonry wall along
Magongo road.

z 2 z

Proiect Concept Note (PCN) for the walling was found not to
be viable, lnstead dumpsites were evacuated and Centric
boxes/guard houses were erected for the security personnel
manning the area at night, day time patrols put in place.
Regular clearing offire breaks along magongo road and a

three-meter clearinq outside the fence.

3 Ergonomic
hazards

1. Carry out
assessment on all
manually operared
equipment and
recommend
automatior)

2

The assessment was carried out internally and
recommendataons given to Management for consideration

2. System integration
between LPG proiect
and Yokogawa to
enhance automation
of manually
operated valves.

z z 2

KPRt. is currendy operating as a depot. Thc new equipnrent
that are currently coming with the new projects are
arrtomated.

3. Dismantle high risk
equipment 2 2 x. 2

Dismantling the equipment which poses a maior risk to
employees working at the plant area is one of the policy
decisions to be made as part ofpost-acquisition process.

4. Plan for
decommissioning

Awaiting the decision by the governnrent on dre refining
plant.
In the meantime, plans are underway to put a chain link
around the refinine olant with sealed sates to restrict entry

5. Cordon offprocess
plants by fencing 3

The process plant has since been condoned off. Entrance to
the plant must be authorized by a permit from the ASI'S

IAuthorized Safety I nspector]

Status ofAction Plans - nd

Either action has not stirted e or at la nn in identification sta

z.Attenton Recelved Action has commenced and is below 50%, still utres s nillcant work to conl lete

3.Finalize Action is in ro ss above 50Y0, neari finalization, and ro ss is on schedule
rovenlentAction is com lete and is sub ect to continuous int
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12, EnvironmentalandSustainabilityReporting

KPRL exists to transform lives. This is our purpose; the driving force behind everything we
do. lt's what guides us to deliver our strategy, putting the customer first, delivering relevant
goods and services, and improving operational excellence. Below is an outline of the
organisation's policies and activities that promote sustainability.

i,) Sustainability strategr and profile

KPRL has been in transition mode since 4th September, 2013. The company's refining
operations stopped on 4th September, 2013 and the plant was shut down effective the same
date. The main reason quoted for the shutdown was that the refinery gate prices of the
products produced by the refinery were marginally higher than those of imported products.
As an interim measure, on 20th March,2o77 , KPRL signed a 3 year operating lease agreement
with KPC. The Lease Agreement was a culmination ofthe exit of Essar from shareholding at
KPRL, and the termination ofthe crude oil processing at KPRL, where upon the maior assets
of KPRL were underutilized. The lease arrangement was therefore seen as an interim phase
to allow the finalisation ofthe due diligence and decision making on the pending takeover of
KPRL by KPC. The Lease Agreement was operationalized with effect from 1,tlune, 2017.

Status ofthe Lease Agreement and Road Map for Take Over of KPRL by KPC
On 18th March, 2020 the lease agreement was extended for a further term of 15 months which
expired on 20th June,2027.ln line with clause 3.2 ofthe Agreement, KPC and KPRL expressed
interest and mutually agreed to extend the Term ofthe Agreement for a further period ofsix
[6) months with effect from 20th June, 2021 with automatic month to month extension until
the implementation of the ioint proposed roadmap on takeover of KPRL by KPC is completed.

0n 26th April, 2022 KPC engaged PwC as transaction advisor for the takeover of KPRL. The
final draft due diligence report was delivered on16th December,2022. On 1$ttt luly 2023 the
Cabinet considered and approved the acquisition of KPRL by KPC. According to GoK, this
State intervention is expected to enhance petroleum supply chain infrastructure and thereby
result in security of supply and cost-efficiency through reduced demurrage costs and
enhanced penetration ofLPGusage inthecountry through the development ofLPC bulk
import handling and storage facility. This will enhance efficiency and also foster synergy in
the petroleum value chain by optimizing the use ofour existing downstream petroleum
infrastructure.

On 18th fuly, 2023 the Cabinet considered and approved the acquisition of KPRL by KPC.

According to GoK, this State intervention is expected to enhance petroleum supply chain
infrastructure and thereby result in security of supply and cost-efficiency through reduced
demurrage costs and enhanced penetration of LPG usage in the country through the
development of LPG bulk import handling and storage facility. This will enhance emciency
and also foster synerry in the petroleum value chain by optimizing the use of our existing
downstream petroleum infrastructure. On 27th October 2023, GoK through The National
Treasury [TNT) & Economic Planning transferred its 100% shareholding in KPRL to KPC.

Consequently, KPRL became a wholly owned subsidiary of KPC.

xli



Kenya Petroleum Relineries Limited
Annual Report and Financial Strtements for the year ended June 30,2024

12. Environmentaland SustainabilityReporaing(continued)

Strategic Plllars
Since 4th September, 2013 when refining operations were stopped, KPRL strategic plan is yet
to be updated and unveiled. Despite the uncertainty about the going concern status of KPRL,

the company is still guided by 5 strategic pillars and obiectives within its Medium Term
Budget for the FYZOZ1 /21-2023 /24. These strategic pillars are as follows:

. Plllar 1: Conduct KPRL Business with integrity and in accordance with the laws of
the Country.

Pillar 2: Create value to the Shareholder and our Customers by maximizing use of
allocated resources within budgeted limits.

Plllar 3: Resolve the uncertainty about the going concern status of KPRL and secure
the future ofthe Company.

Plllar 4: Carry out KPRL activities with highest regard to health, safety, security and
the environment.

Plllar 5: Maintain and develop KPRL facility as a Strategic Asset of the GoK within the
Oil and Gas sector.

ii) Environmentalperformance

KPRL has a robust HSSE policy that ranks HSSE matters on equal terms with other strategic
business objectives and anchored on the premise that all KPRL activities will be conducted
taking foremost account of the health and safety of employees, contractors, customers and
the community while paying proper regard to the environment This policy has been
implemented through a comprehensive Health, Safety and Environment management system
(HSE MSI which is certified to the ISO 14001;2015 Environmental Management System
standard. To this end, all reasonable steps are taken to protect and preserve the environment
through the identification and control of hazards that are inherent in the company's
operations. lt is KPRL'S poliry to minimize and prevent environmental pollution in all it's
activities.

Hazardous and non-hazardous wastes were disposed in accordance with applicable waste
management regulations. ln the year under review, KPRL implemented phase two and final
on removal, transportation and disposal ofasbestos offsite as per National Guidelines on Safe

Management and Disposal ofAsbestos [2013). Reroofing was done on areas that were to be
done.

As part ofthe environmental sustainability programs, improvement ofbiodiversity and in line
with the Presidential directive on tree restoration drive which aims at restoring over
l0million hectares ofdegraded land countrywide, KPRL Staffand contractors ioined hands in
tree planting exercises and managed to plant over eight hundred trees on site.
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12. Environmental and Sustalnabillty Reportlng (condnued)

The Table 12 below shows Status of HSSE Audlts

iii) Employee welfare

KPRL aims to employ the optimum mix of talent, knowledge and skills required for its current
and future operations. Observance of gender equality, ethnicity and other diversity aspects
are key in the selection process. Established posts falling vacant will be as far as possible filled
from within unless there is no suitable candidate in the organization in which case external
recruitment will be adopted.

Skills improvement at KPRL is carried out via a comprehensive training programme which
runs the course of the calendar year. The various departments in the course of their
performance management procedures carry out a training needs analysis for their members
whose results are combined to form a companywide programme which is managed by the
Human Resources Department by way of an approved budget. The company has a reward
programme that awards bonuses to employees who meet and surpass their targets on an
annual basis.

S/NO AUDIT REMARKS
1 Fire Safety Audit The audit was done on 23rd to 25rh January 2.024.

Final report submitted had no maior findings.
The next audit is scheduled for December 2024.

2 0ccupational Health
and Safety Audit

This was carried out on 28'h and 29th May 2024. The final
report was submitted with no major findings.
Close out of the minor findings & observations is ongoing.
The next audit is scheduled for May 2025.

3 ISO 14001:2015 Second
Surveillance Audit

Recertification Audit was done on 27tt' 1s lQtt, lune 2023
The 1st Surveillance Audit by Bureau Veritas scheduled
for 3,d and 4rh luly 2024.

4 Air Quality Monitoring

Noise Survey

This was done on 30'h - 315t May 2024.
All measured parameters were within permissible Iimits.
The next Survey is scheduled for June 2025.

Noise Survey carried out on 21n and 22"a lune ?024.
No exposure was noted as all parameters were within
occupational noise level guidelines.

5 Statutory Medical
Examination

The exposed staffwere examined on 29,h -30 April 2024.
No occupational illness was reported.
The next examination is scheduled for January 2025.
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12. Environmental and Sustalnablllty Reporting fcontinuedJ

iv) Mrrket place practices-

a) Responsiblecompetitionprectice.

Since 20th March,2017, KPRL operates under the KPC-KPRL lease agreement
that transferred customer care, marketing practices and contractual
arrangement between KPRL and Oil Marketing Companies (OMCs) to KPC.

b) Responsible supply chain end supplier relations

KPRL honours contractual obligations. As at 30'h lune,2023 KPRL had no
pending bills.

c) Responsible marketing and sdvertisement
As per the current lease arrangement, KPC operates the KPRL facility and is
responsible for product marketing and advertisement

d) Product stewardship

Since 20,h March,2077, KPRL operates under the KPC-KPRL lease agreement
that transferred customer care, marketing practices and contractual
arrangement between KPRL and Oil Marketing Companies (OMCSJ to KPC.

v,) Corporate Social Responsibility / Community Engagemerts

KPRL carried out the following below activities during the year under review.
Donation of dry food stuff worth 49,833/- to support Port Reitz lntegrated Secondary
School.

KPRL staff participated in the Standard Chartered Marathon held in October, 2023
Participant were awarded medals and tree seedlings to plant back home.

KPRL carried out various tree planting activities during the year:

. 75 trees were planted at the truck parking site during a visit by the Parliamentary
committee on Enerry to KPRL on 28th October, 2023

. 50 trees were planted at the LPC area to commemorate the National tree growing
public holiday on 13th November, 2023

o 264 trees were donated to the Deputy County Commissioner, Changamwe to
commemorate the National Tree growing day.

Due to the low budget allocation for CSR and the austerity measures announced by The
National Treasury, expenditure on CSR was low during the year under review.
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13. Report of lhe Directors

The Directors submit their report together with the unaudited financial statements for the

year ended fune 30, 2024, which show the state ofthe company's affairs.

i) Principalactivities

KPRL has been on transition mode since 4th September, 2013. The company's refining

operations stopped on 4th September,2013 and the plant was shut down effective the same

date. The main reason quoted for the shutdown was that the refinery gate prices of the

products produced by the refinery were marginally higher than those of imported products.

After the shutdown ofthe refining plant on 4th September 2013.

As an interim measure, on 7 March, 2017, KPRL signed a 3 year operating lease agreement

with KPC. The Lease Agreement was a culmination ofthe exit of Essar from shareholding at

KPRL, and the termination ofthe crude oil processing at KPRL, where upon the major assets

of KPRL were underutilized. The lease arrangement was therefore seen as an interim phase

to allow the finalisation ofthe due diligence and decision making on the pending takeover of

KPRL by KPC.

Status of Road Map Towards Full Integradon of I(PRL and KPC

On 27th october 2023, GoK through The National Treasury (TNT) & Economic Planning

transferred its 100% shareholding in KPRL to KPC. Consequently, KPRL became a wholly

owned subsidiary of KPC.

However, the company continued to operate under the KPRL/KPC Lease Agreement which

was entered on 2oth March,2017. This arrangement is transitional until the transition

towards full amalgamation of KPRL and KPC is completed.

ii) Results

The results ofthe company for the year ended lune 30, 2024, are set out on page 1 to 5,

Following is Table 13 showing a summary of the loss made during the year.
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13. Report ofthe Directors (continued)

Tsble 13

iii) Dividends

There were no dividends declared during the year as the company reported losses during the
year.

iv) Directors

The members ofthe Board of Directors who served during the year are shown on page v

v) Auditors

The Auditor-General is responsible for the statutory audit of KPRL in accordance with ,\rr r, i.
ll'r,rl tlr', (:()nstrtrliLrn (,, h( rrr,r and the PublicAuditAct 2015.

By Order of the B

Nome

Corpo

Dete

t{o!. w zozttzozl w ?o22tzo23
DGtcr{DdoI Kshs Klts
TOTAL REVENUES 6,7,4 r.97 6,207 ,492 1,018,502,027
TOTAL OPERATING EXPENSES 9,10 z,oaz,7 40,706 r,653,423,511
LOSS BEFORE TAXATION 11 r106 533,214) 1634,921,485)
INCOME TAX EXPENSE/(CREDIT) t2 (15,409,311) 1170,121,2731
LOSS AFTER TAXATION (91,123,903) 1464,500,2121
Earnings per share - basic and diluted 13 (2.s ) 12.62

Dividend per share t4 0 0

OTHER COMPREHENSIVE INCOME
Loss after taxadon [91,123,903] ( 464 ,500 ,2121
Surplus or deficit on revaluation of PPE 0 0

Re-measurement of net defined benefit Iiability 0 0

Fair value gain/(loss] on investments in equity
instruments desisnated as at FVTOCI 0 0

TOTAL COMPREHENSIVE INCOME FOR THE YEAR (91,123.903) (461,sOO,2721

1'GATERE'
CRETARY

P/CPSB/438

sl n

ANY SE
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14. StalementofDirectors'Responsibilities

Section l4 ofthe State Corporations Act requires that entities should quote the applicable legislation

under which they are regulated while Section Slof the Public Finance Management Act. 2012

require the Directors to prepare financial statements in respect of KPRL. which give a true and fair

view ofthe stale ofaffairs ofthe company at the end ofthe financial year and the operating results

of the company for that year. The Directors are also required to ensure that KPRL keeps proper

accounting records which disclose with reasonable accuracy the financial position ofthe company.

The Directors are also responsible for safeguarding the assets of KPRL.

The Directors are responsible for the preparation and presentation ofthe KPRL financial statements,

which give a true and fair view of the state of affain of the company for and as at the end of the

financial year ended on June 30,2024. This responsibility includes: (i)Maintaining adequate

financial management arrangements and ensuring that these continue to be effective throughout the

reporting period,(ii)maintaining proper accounting records, which disclose with reasonable

accuracy at any time the financial position of the entity, (iii)Designing implementing and

maintaining intemal controls relevant to the preparation and fair presentation of the financial

statements, and ensuring that they are free from material misstatements, whether due to error or

fraud, (iv)Safeguarding the assets of the company, (v)selecting and applying appropriate

accounting policies, and (vi)Making accounting estimates that are reasonable in the circumstances.

The Directors responsibility for the KPRL financial statements, which have been prepared using

appropriate accounting policies supported by reasonable and prudent judgements and eslimates, in

conformity with Intemational Financial Reporting Standards (IFRS), and in the manner required by

the PFM Act, 201 2 and the State Corporations Act.
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Strtement of Directors' Responsibilities (Continued)

The Directors are of the opinion that the KPRL financial statements give a true and fair view of the

state of company's transactions during the financial year ended June 30, 2024' and of the KPRL

financial position as at that date. The Directors further confirm the completeness of the accounting

rccords maintained for the company, which have been relied upon in the preparation ofthe KPRL

financial statements as well as the adequacy ofthe systems of intemal financial control.

Nothing has come to the attention of the Directors to indicate that the company v'/ill not rcmain a

going concem for at least the next twelve months fiom the date of this statement.

Approval of the fincncirl statements

The !(PRL financial statements were approved by the Board on

its behatfby:

2024 and signed on

1t\\.r\..,.-^.-
Name 1-r,;111'.1* \)v\i\rlt /if \il
Dir€ctor

N

Ag. Ch Execu Olfice r
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REPORT OF THE AUDITOR.GENERAL ON KENYA PETROLEUM REFINERIES
LIM]TED FOR THE YEAR ENDED 30 JUNE, 2024

PREAMBLE

I draw your attention to the contents of my report which is in three parts:

A. Report on Financial Statements that considers whether the financial statements are
fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements.

B. Repoil on Lawfulness and Effectiveness in the Use of Public Resources which
considers compliance with applicable laws, regulations, policies, gazette notices,
circulars, guidelines and manuals and whether public resources are applied in a
prudent, efftcient, economic, transparent and accountable manner to ensure
Government achieves value for money and that such funds are applied for the
intended purpose.

C. Report on Effectiveness of lnternal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide intemal
operations. This responds to the effectiveness of the govemance structure, risk
management environment and internal controls, developed and implemented by those
charged with governance for orderly, efiicient and effective operations of the entity.

A Qualified Opinion is issued when the Auditor-General concludes that, except for
material misstatements noted, the financial statements are fairly presented in accordance
with the applicable financial reporting framework. The Report on Financial Statements
should be read together with the Report on Lawfulness and Effectiveness in the Use of
Public Resources, and the Report on Effectiveness of lntemal Controls, Risk
Management and Govemance.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Ad,2012, and the Public Audit Act, 20'15. The three pafts
of the report when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Kenya Petroleum Refineries
Limited set out on pages 1 to 59 which comprise of the stiatement of financial position as
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tat 30 June, 2024, the statement of profit or loss and other comprehensive income,
statement of changes in equity, statement of cash flows and statement of comparison of
budget and ac,tual 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, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Kenya Petroleum Refineries Limited as at 30 June,2024
and of its financial performance and its cash flows for the year then ended, in accordance
with lnternational Financial Reporting Standards and comply with the Companies Act,
2015 and the Public Finance ManagementAct,2012.

Basis for Qualified Opinion

l. Undisclosed Material Uncertainty Relating to Going Concem

During the year under review the Company recorded a loss of Kshs.91,123,903 (2023:
loss of Kshs.4e1,500,212) which eroded its retained earnings by the same amount.
Further, the Company's cunent liabilities of Kshs.4,189,427,269 exceeded its current
assets of Kshs.1,698,362,678 by Kshs.2,491,064,591 which impacts on the Company's
ability to meet short-term financial obligations. ln addition, Management did not disclose
the material uncertainties in the financial statements as required by the lntemational
Accounting Standard (lAS) 1 - Presentation of Financial Statements.

The Company is therefore insolvent, and its continued existence was dependent on the
Government and creditors.

ln the circumstances, the Company's ability to continue operating as a going con@m
could not be confirmed.

2. Fully Depreciated Assets in Use

The statement of financial position reflects propefi, plant and equipment with a net book
value of Kshs.'l ,70'l ,498,502 as similarly disclosed in Note 1 5 to the linancial statements.
Review of an asset register provided in support of the balances revealed several assets
with a cost value of Kshs.2,366,461,077 which were fully depreciated but were still in use.
Additionally, intangible assets acquired at a cost of Kshs.214,905,548 which were still in
use, had been fully amortized. However, Management did not review their useful life or
make disclosures of the gross carrying amount of the assets in the financial statement as
recommended by IAS 16 - Property Plant and Equipment.

ln the circumstances, the accuracy and completeness of the property, plant and
equipment balance of Kshs.1,701,498,502 could not be confirmed.

Report of the Auditor-Ceneral on Keny-o Petole.lm Refineries Limiled.for the veur ended 30 June, ?024
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3. Unreconciled Related Entities Balances

The statement of profit or loss and other comprehensive income reflects a balance of
Kshs.'1,738,424,721 in respect of other income which as disclosed in Note 7 to the
financial statements, includes Kenya Pipeline Company Limited (KPC) lease recoveries
of Kshs.l,653,784,578. However, a confirmation of the amount from records of KPC
revealed reimbursements totaling Kshs.1,813,920,323 resulting in an unexplained
variance of Kshs.160,135,745. A reconciliation provided for the difference indicated that
KPC paid a total of Kshs.74,795,215 directly to suppliers on behalf of KPRL. However,
the amount was not included in the expenditures of the Company.

ln the circumstances, the accuracy and completeness of KPC Lease recoveries
amounting to Kshs.1 ,653,784,578 could not be confirmed.

4. Long Outstanding Trade Receivables

The statement of financial position reflects trade and other receivables balance of
Kshs.415,324,151 . As disclosed in Note 21 to the financial statements, the balance
comprised of gross trade and other receivables less provision of bad and doubtful debt of
Kshs.568,194,144 and Kshs.152,869,993 respectively. Review of an ageing analysis
provided in support of the receivables revealed an amount of Kshs.165,592,876 which
had been outstanding for over 120 days. lncluded in the amount is Kshs.85,210,525 in
respect of inactive Oil Marketing Companies (OMCs) and Kshs.61,705,051 in respect of
prepaid costs for a Liquefied Petroleum Gas (LPG) project which did not materialize, and
whose recoverability was doubtful.

ln the circumstances, the accuracy and completeness of the Kshs.165,592,876 included
in trade receivables could not be ascertained.

5. lnaccuracies in Captive Power Plant Loan Balance

The statement of assets and liabilities reflects borrowings balance of Kshs. l ,770,356,056.
As disclosed in Note 28 to the financial statements, the balance includes a dollar
denominated loan used in financing a Captive Power Plant (CPP) of Kshs.1 ,079,535,819
(USD8,334,446.25) obtained from ABSA bank (previously Barclays Bank). However, a
confirmation certificate from the Bank reflected a balance of USD8,420,978.05 resulting
in unreconciled variance of USD86,531.08 equivalent to Kshs.1 1,208,204.

ln the circumstances, the accuracy and completeness of borrowings balance of
Kshs.1,770,356,056 could not be confirmed.

6. Crude and finished products stocks

The statement of financial position reflects inventories valued at Kshs.319,546,164.
lncluded in the balance as detailed in Note 20 to the financial statements are crude and
finished products stocks valued at Kshs.305,694, 169. However, despite provision of an
individual item balances, there was no evidence of stock taking done during the year to
confirm the balances or a confirmation from Kenya Pipeline Company (KPC) on quantities
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and valuation of stocks held on behalf of KPRL. Further the basis for valuation of the
crude and finished product inventories was not provided for review.

ln the circumstances, the accuracy and completeness of inventories balance of
Kshs.319,546,164 could not be confirmed.

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

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. Except for the matters described in
the Qualified Opinion section, I have determined that there are no other key audit matters
to communicate in my report.

Other Matter

Unresolved Prior Year lssues

ln the audit of the previous year, several matters were raised under the Report on
Financial Statements, Report on Lawfulness and Effectiveness in Use of Public
Resources and Report on Effectiveness of lnternal controls, Risk Management and
Governance. However, although Management has indicated as having resolved and
process on going, those matters in appendix 1 to the financial statements, no evidence
was provided to support that status.

Other lnformation

The Directors are responsible for the other information set out on page iv to xlviii which
comprise of Key Entity lnformation, The Board of Directors, Key Management Team,
Fiduciary Management, Fiduciary Oversight Arrangements, Chairman's Statement,
Report of the Chief Executive Officer, Statement of Performance Against Predetermined
Objectives, Corporate Governance Statement, Management Discussion and Analysis,
Environmental and Sustainability Reporting, Report of Directors and the Statement of
Directors' Responsibilities. The other information does not include the financial
statements and my audit report thereon.

ln connection with the audit of the financial statements, my responsibility is to read the
other information and, in doing so, consider whether the other information is materially
inconsistent with the financial statements, or the knowledge obtained in the audit, or
otherwise appears to be materially misstated. Based on the work I have performed on
the other information obtained prior to the date of this auditor's report, if I conclude that
there is material misstatement of this other information, I am required to report that fact. I

have nothing to report in this regard.

Rrpt)rl tl the AuLhltr-(jcnerul on Kenta Peh eun Rcfineries l-imiteel|it tht:.t'eor ended 30 June, 2021

4



My opinion on the financial statements does not cover the other information and I do not
express an audit opinion or any form of assurance thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

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

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

Basis for Conclusion

1. Employees Acting for More than Six Months

Review of human resource records revealed that five (5) employees were appointed in
acting capacity for a period of more than 6 months contrary to the Head of Public Service
circular dated 1'l March, 2020, which provides that acting positions should be for a
maximum period of 6 months. Some of the appointees had been serving in acting capacity
roles for periods exceeding thirty (30) months.

ln addition, the records indicated that the Chief Executive Officer (CEO) was appointed
in acting capacity on 4 October, 2019 for an initial twelve (12) months and has held the
position in acting capacity for over four (4) years. Further, the Board of Directors has since
been extending the acting CEO tenure for twelve months rolling period.

ln the circumstances, Management was in breach of public service policies and
guidelines.

2. Unprocedural Secondment ofan Employee

During the year under review, the Company's Chief Operating Officer was seconded to
the State Department of Petroleum with effect from April, 2023lor an additional period of
2 years. This is despite the officer having exhausted the maximum allowable secondment
period of 6 years, having been seconded to the State Department since July, 2017,
contrary Section 8.33 of Human Resource Policies and Procedures Manual for the Public
Service 2016 which provides that Secondment of officers from the Public Service to other
organizations is applicable to pensionable officers, for a period not exceeding three (3)
years and may be renewable once.

Management in correspondence with the State Department of Petroleum on 6 April, 2024
indicated being aware of Regulations governing secondment of public officers but went
ahead and released the officer. Further, the Public Service Commission approval for the
secondment was not provided for audit review.
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ln the circumstances, Management was in breach of public service policies and
guidelines.

3. Unutilized Residential Buildings

During the year under review, six (6) out of seven (7) leasehold properties owned by the
Company were not commercialized despite the Board granting an approval for
commercialization of the houses in 2016. No explanation was provided on why the six
houses had not been leased out despite their prime location. Further, the Company
continued to incur recurrent utility costs relating to the facility like water, electricity and
security charges further increasing the losses.

ln the circumstances, the effectiveness in use of the assets and value for money incurred
in maintaining the assets could not be ascertained.

4. Non-lmplementation of E-Procurement Requirements

During the year under review, the Management procured goods, works and services for
Company operations as was provided in the procurement plan. However, the
procurements were not done through an e-procurement platform as required in
Regulation 49(2) of the Public Procurement and Assets Disposal Regulations, 2O2O and
The National Treasury circular.

ln the circumstances, the Company was in breach of the law.

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require that I comply with ethical requirements and plan and perform the audit to obtain
assurance about whether the activities, financral transactions and information reflected in
the financial statements comply in all material respects, with the authorities that govern
them I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the effect of the matters described in the Basis for
Conclusion on Effectiveness of lnternal Controls, Risk Management and Governance
section of my report, I confirm that nothing else has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.

Basis for Conclusion

1. Non-Compliance with Mwongozo Code of Governance

Review of Board composition and activities during the year revealed several anomalies
as follows:
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Biodata of Directors provided for audit reflected that the Board of KRPL did not have a
Director with financial expertise as required in Mwongozo Code of Governance for
State Corporation guidelines. The guidelines require at least one Director to possess
necessary qualifications and expertise in financial management or accounting and be
a bona fide member of a profession body regulating the accountancy profession, and
in compliance with the requirements thereof.

ii. During the year under review, the Board was not fully constituted as it had only (5)
Directors against the requirements of Mwongozo guidelines and the State
Corporations Act which sets the minimum number of members to a board in a state
corporation to be seven (7). Consequently, the Board could not achieve the required
quorum for full Board meetings, which limited its ability to discharge its mandate.

u Two (2) Directors had served in the Board for over seven years while one (1) Director
had served for 10 years. This was contrary to Mwongozo code ofgovernance for state
corporation which provide that board members should not serve for more than six (6)
consecutive years.

ln the circumstances, the composition of the Board of Directors was not in line with the
guidelines. Further, weak corporate governance may impact negatively on the reputation
and financial performance of the Company.

2. Lack of a Strategic Plan

During the year under review, the Company did not have a strategic plan, with the
previous one having expired in 2013. ln its place, Management formulated five (5)
strategic pillars and objectives to guide its operations. Lack of a strategic plan is contrary
to Section 68 (2) (g) of the Public Finance Management Acl,2012 which provides that an
Accounting Officer shall prepare a Strategic Plan for the entity in conformity with the
medium-term fiscal framework and fiscal policy objectives of the National Government.

ln the circumstances, Management was in breach of the law.

3. Lack of a Functional lnternal Audit Department

During the year under review, the internal audit department had two officers with one
acting as Chief Manager Audit. However, the staff establishment did not have the position
of a Chief Manager Audit and thus the officer was acting in a nonexistent position. The
officer acted on the position up to his retirement in February, 2024, leaving the department
with only one officer.

ln the circumstances, the ability of the Company's lnternal Audit Function to perform its
responsibilities could not be ascertained.

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

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

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

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

ln my opinion, adequate accounting records have been kept by the Company, so far
as appears from the examination of those records; and,

l. The Company's financial statements are in agreement with the accounting records
and returns.

Responsibilities of Management and the Board of Directors

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, risk management and governance.

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

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

ln addition to the responsibility for 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 resources are
applied in an effective way.

The Board of Directors is responsible for overseeing the Company's financial reporting
process, reviewing the effectiveness of how Management 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 overall
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Rep,n rf the .4uLlit,r-Generdl rtn Xen.r,u f ttroleum Relineries LiniteLlJor tltt' .r'eot' cn,lal 30 June. l0)l

8



t

Auditor-General's Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
lnternational Standards for Supreme Audit lnstitutions (lSSAls). The standards require
that, in conducting the audit, I obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the Public Audit Act, 2015. Reasonable assurance is a high level of assurance but is
not a guarantee that an audit conducted in accordance with IFPP will always detect a
material misstatement 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 conducting the audit, Article 229(6) of the Constitution also requires that I express a
conclusion on whether or not in all material respects, the activities, financial transactions
and information reflected in the financial statements are in compliance with the authorities
that govern them and that public resources are applied in an effective way. ln addition, I

consider the entity's control environment 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.

Further, I am requlred to submit the audit report in accordance with Article 229(7) of the
Constitution.

Detailed description of my responsibilities for the audit is located at the Office of the
Aud itor-General's website at: httos://www.oaokenva oo. ke/auditor-oenerals-
responsibilitiesjor-audiU. This description forms part of my auditor's report

FCPA a cBs
AUDITOR.GENERAL

Na irobi

27 December,2024

Rcport ol thc.4uditor-()eneral on Kenla Petroleum Relinerias Limited for the yeur ended 30,lune, 2021
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Kenya Petroleum Refineriec Limitod
Alnuel Report end Financial Strtenents for the year endsd June 30, 2024

15. StrtemeDt of ProfiUL.$ & Olbcr Comprehensive Income for yeer euded 306

Juoe 2(D4.

REVENUES

6 16,080 656,103Finance income
t.738.424.721 t,5L2,626,tL6Other lncome 7

1494.7A0,1921Other eains/flosses) 8 237,766,691

1,976,207,192 r,0t8,s02,027TOTAL RBYEI{UES

OPEMTING EKPENSES

9 3.151.759,849 1.334,840,553Administration Costs

318.582.958Finance Costs 10 (1,069,019,143)

2,082,740,706 1,6s3,423,512TOTAI. OPERATING EXPENSES

1634,9?L4AS}PROFIT/ILOS$ BEFORE TAXATION 11 (106,s33,214)

t2 (15,,+09,311) (L70A2L,2731INCOME TAX EXPENSE/ICREDlTl

(454,500,2L21PROTTT/II.()SSI AFTER TAXATION t91,123,903)

t2.5.) t13)Earnings per share - basic and diluted 13

Dlvldend per share 14 0 0

OTHER COMPREHENSIVE INCOME
(464.500,2t21Protrt/ fl.ossl after taEdon (91,123,903I

0 0Surplus or deficit on revaluadon of PPE

Re-measurement ofnet defined benefit liabititv 0 0

0
Fair value gain/(loss) on investments in equity
lnstruments desimated as at FVToCI 0

(91.123,9031 (461,300,ZLZI
TOTAL COMPNEHENSIVE INCOME FOR TTIE
YEAR

ffir-=,a64,,j1{,._. ii
EL . *-: - .E-ra4: ' ,A 

-' 
. ,1 - -I .i i- . .. n___. _+_ -_ zl1_::+\i j



Kenya Petroleum Relineries Limited
Annual Report and Financial Statements for the yerr ended June 30, 2024
17. Strtemenl of Finrnciel Position ss et 30 June 2024

Total Non-Current Liabilides

The financial statements were approved by
behalf by

ruame: f\!ipng \r\ER
Director _zA1h

\(\
ut ivc Omce

2024 and

Na

eI n ce cer

Name:

A I o a

2

l{ote F'V 2023|ZOZ4 FY 202212023
tGhs lGhs

ASSETS
Non-Current Assets
ProDerW, Dlant and eouiDment 15 t,7 0t,498,502 2,669,5t0,952
Prepaid operatins lease rentals 16 6,013.191 6,181,358
Investments -KPRL Pension Trust ltd 77 10,000,000 10,000,000
KPRL lnvestment in DC Pension Fund 18 922,669,022 844,641,230
Deferred Tax Asset 19 256,334,435 t97 ,832,237
Total Non-Current Assets 2,896,515,150 3,728,205,77t
Current Assets
lnventories 20 319,546,t64 t,125,9+9,947
Trade and other receivables 2l 415,324,151 336,797,609
Tax recoverable 22 909,96t,264 832,788,256
Bank and cash balances 23 5 3,531,100 5,42?,978
Total Current Assets 1,698,362,678 2,300,965,744
Total Assets 4,594,877,A28 6,029,169,555
EOUITY AND LIABILITIES
Capital and Reserves
Ordinary share caDital 736,000.000 736.000.00024

144,000,000Share Premium 144,000,000
Retaincd earninss 27 ( 47 4 ,549 .442) t383.425.539)
CaDital and Reserves 405,450,558 496,574,461
Non-Current Liabilides
Deferred tax liability 0 0

0 o
Current LiabiliUes
Borrowinss (CPP & 0verdraftl 28 1,770,356,056 1,939,201,651

1,634.945,444 r.634,945,444Short Term Loans From GoK 29
Cash Advances- KPC 30 323.100.558 162,000,000
Trade and other oayables 31 436.276.722 7.7 7 t.664383
XPRL Pension Trust Ltd 33 10,000,000 10,000,000
Provision for leave Dav 34 t4,748,489 t4,783,6t5
Total Current Llabllides 4,t89,427 ,269 5,532,595,094
TOTAL EOUITY AND LI,ABILITIES 4,594,477,424 6,029,169,555

I I I ,,|
ed on itsBoard on

I

ICPAK M O: .17 49



Kenye Petroleum Refleriel f .imited

Annud Report erd Fioelcid Stetencotr for the yeer endod June 3O 2024

lE. Strtenent of Chauge in Equity for the year ended 30 Jone 2024

4Lo74,673 96L0|r1,673880,000,000At lulY 1, 20Zz

Issue of new sharr capltal

(454,500.212) (464,500,2t2'^1Total com prehensive income
CapltauDweloDnetrt grarts received durhg thc
vear
Transfer of deprec{ation/amortisadon from capltal
fund to retalncd eandns

Irterim dlvidends paid - 2022

ProDosed fl nal dlvldends

415,5? 1,1618AO,0|X),000 883,,t25,S39tAt lurc.2023

496.S74,t618AO,tmO,000 (383,425,539)At lulv 1,2023

lssue of new share caDital

r91.123.903tt91,123,9031Total comDrehensive lncome
Capltat/Developme[t grants recelved durlng the
yeer
Tranrfer of deprecirtion/aEorttsadon from capital
ftrod to retalnld earnhcs

Ioterlm dlvldends p.ld - 2023

ProDosed flnd dlvid€nds

1171,519,4121 405,450,558880,000,000At 3llth |utre,2024
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Kenya Petroleum Relineries Limited
Annual Re rt and Financial Ststements for the year ended June 30, 2024

19. Statement ofCash Flows for the vear ended 30 June 2024

Note: The clostng deficlt cosh and cash equlvalents as at ioh lune, 2024 of
l{"shs 637,289,136/- ls made up of Bank and cash balances IGhs 53,531,700/- as shown in note 23 and
bank ovefdrdfrs as detalled ln nore 28 comprlsing: CBA Kshs 351,614,745/- Cittbank
lfshs 132,789,1H9/- & Citibank USD laclll0t equlvalent Kshs 205,416,042/-

4

Ifote w202312021 w202212023
OPENATII{G ACTIWNES Shs Shs
Cash generated from,/(used in) operations 35 t75,272,9tl (163,127 ,6?2)
lnterest received [16,080) [656,103]
lnterest paid 267,973,762 208,947,072
Provision for lnterest on dead stock ( 1,330,992,90s) 109,635,885
Taxation paid ( 120.265.901) ( 151.619.873)
Net cash generated from/(used in) operating
activities (1,014,028,2131 3,179,360

INVESTING ACTIVITIES
Proceeds from disposal of Fixed Assets 841,150 0

0 0
Net cash generated from/(used ln) lnvesting
activities 841,150 0

FINANCING ACTIVTTIES

Cash Advance from KPC 161,100,5s8 82,000,000

Repayment of borrowings za (43,897,374) (57 ,292,525l,
Interest received 6 16,080 556,103
lnterest paid 10 (26t ,97 3 ,7 62) (20a,947 ,072)
Provision for Interest on dead stock 10 1,330,992,905 t109,635,886)
Net cash generated from/(used ln) flnancing
activities 1,186,238,407 (293,219,3801

tNcREASE/(DECREASE) tN CASH AND CASH
EQUIVALENTS t73,ost,344 t290,040,020)

CASH AND CASH EQUIVALENTS AT BEGINNING OF
THE YEAR (719,926,1021 f630,435,453)

Effects of foreign exchanges rate fluctuations (90,414,377) 200,549,370

CASH AND CASH EQUIVALENTS AT END OF THE
YEAR rc37,2A9,1361 (719,926,1021



Kenya Petroleum Re[ineries Limited
Annurl Repo rt and Financial Stat€ments for the year ended June 30' 2024

20. Statement of Comparison of Budget & Actual amounts for the period ended 30 June 2024

Fttr l Bndrat
Ycaa to data

Budiet AdiustmenG
Fh.l Year to
d.te Eudr€t

Actual olr
.omparable

basis dl.fcraoca
%

utilisation Remrrks
tt 2023no2t a b a

l(rtr Itshs Kshs Ksh5 tkhs Kshs tGhs

Revenue

KPC Leese
1.9s6609.472 1,856,@9,4? Z 0 1.856.609.{72 1.653.784,578 (2o2.824,A941 -a9rh

Lease recoveries lower lhan plan due
to lower operat|ng expsnses dnven by
austeriW measures

0ther Ope13tinS
lncome 9q52558{ 90.625.584 0 90.625,584 84,640,143 (5.985.441',) -93%

Lower than bud8eted a.(rued
Investment Income on Sponsor DB
actuaflalsurplus invested in the DC

0 0 0 0 15,080 16,080 100% Interest on Staff advances

Other
sains/(Lossesl 0 0 0 0 231,766,691 237,766,69t 100%

[Jnrealised exchange Sains on forergn
currency denomrnated transactions
caused by strengthenrng ofthe Ksh
asarnst the USD

Total Revenue t.!rat23s.oliG 1,9t7 .235,056 o 1,917,235.056 t,97 6,207 .492 24,972,136 - 1010t,

Operating
ExD€nses
Compensatron of
EmDlovcos ,rag2!t3.7:16 4A9-291.736 0 489,293,736 447,744,823 41,548,913 9Zrh
Use ofBoods and

1-013.457.5a9 1.013,4s7.s45 0 1,013,,ts7.545 92A,526.534 84,931,01I 9Z%
OperabnE expenses lower than plan
due to austenty messure:i

Depreciation and
207.7&7& 207.764,764 0 207,7@,764 208.573.845 t805.0771 100,t(,

Finance Costs 3&t393r00 384.393-200 0 384.393,200 rl,069,019,143) 1,4s3,412,343 -2?Bo*,

lncluded rn finance costs rs reversalfor
provrsron for rnterest on dead sto.k
anrounlinB lo Kshs 1..331lrn relahng k)
the Yield Shift Leeacv matler.

lmpairmentof
Redundant Ass€ts 0 0 0 0 | ,s66,9t4,647 n.s66.91{.6{71 -100%

The provrsion is in respecl of lhe
redundrnt ref,nins assets.

Tolal expenditure 2n r49t33ta 2,Art1,913,218 0 2,O94,9r3,214 2.O42,710.706 L2.t72.542
Surplu$/(Delicit)
fo. the perlod tta?,67a"t92t l11?,67A,7921 0 1147,6?a,szl (106,533,21{} {l,l{4,978 12,"

ImprovEd loss than budget du€ to
unreahsed lbrex Rarns

Capltal
Erpedditure 0 0 0 0 0 0

)



Kenyr Petroleum Refineries Limiled
Annual rt and Financial Strlemeots for the year ended June 30,2024

21. Noles to the Financial Strtements

1. General Information
The company is incorporated as a limited company in Kenya under the Companies Act
Chapter 17 of the Laws of Kenya and is domiciled in Kenya. On 24th lune 2016, the
Government of Kenya (GoK) entered into an agreement with Essar Energy Overseas Limited
(Essar), Essar Energy Holdings Limited (EEHL) and Kenya Petroleum Refineries Limited
(KPRL) for the transfer of the legal and beneficial interest in all of the shares owned by Essar
in KPRL to GoK. The agreement and the disposal of the shares converted Kenya Petroleum
Refineries Limited to become 1000/o wholly owned by GoK.

On 27th October 2023, GoK through The National Treasury (TNT) & Economic Planning
transferred its 1000/o shareholding in KPRL to KPC. Consequently, KPRL became a wholly
owned subsidiary of KPC.

Vislon
To be the number one supplier of integrated energy

Mission
We will maximise value addition to delight our customer and other stakeholders.

Princlpal Activlties
The company's principal business activity is to refine crude oil into various petroleum
products for sale to the oil marketing companies in Kenya. The company's business chanBed
from a toll refinery to merchant refining with effect from 1st July, 2012. The Government of
Kenya (GoK) published Legal Notices No.24,25 and 25 dated 1zth April 2012 to amend the
energy regulations under the Enerry Act to give legal effect to the company's merchant
refining business.

However, the company's refining operations stopped on 4th September, 2013. The main
reason quoted for the shutdown was that the prices ofthe products produced by the refinery
were marginally higher than those of imported products. This was caused by lack of
secondary refining capabilities that would optimise the production of fuel oil. The fuel oil
accounted for more yields up to 300/o prior to the shut down and conversion ofTops yield to
petrol. The company has continued operating by rendering storage of imported petroleum
products services and leasing its storage tanks and pipelines.

On 11th August, 2015 the Cabinet of the GoK (as 100% shareholder of KPRL) directed that
KPRL be taken over by the Kenya Pipeline Company Limited (KPC). Subsequently KPC

initiated a due diligence process which was conducted by Price Water House Coopers(PWCJ,
to facilitate evaluation of KPRL, and form the basis for the takeover decision.

As an interim measure, on 20th March 2017, KPRL signed a 3 year operating lease agreement
with KPC. The Lease Agreement was a culmination of the exit of Essar from shareholding at
KPRL, and the termination ofthe crude oil processing at KPRL, where upon the maior assets
of KPRL were underutilized. The lease arrangement was therefore seen as an interim phase
to allow the finalization ofthe due diligence and decision making on the pending takeover of
KPRL by KPC. The Lease Agreement was operationalized with effect from l"tJune, 2017,

6



Kenya Pelmleum Refineries Limited
Annual Repo rt and Financial Statements for the vear ended June 30, 2024

21. Notes to the Flnancial Statements

Princlpal Actlvitles (continued)
Under the lease agreement, the consideration for using KPRL facility is that KPC would retain all
the staff of KPRL and reimburse the company all operating expenses, exclusive of depreciation
expense, which would fall due at the end ofthe lease period. The agreement further provides that
KPC may at its option undertake any upgrading, modification, expansion and/or new investment
within the facility at its cost, which shall be treated as KPC'S cost of investment. ln the unlikely
event of termination of the agreement before the takeover is actualized, KPC would be entitled
to a refund ofthe upgrading costs by the GoK. A further conditionality for KPC'S takeover ofthe
facility was that it would undertake the relevant modification ofthe facility to accommodate the
Early Oil Pilot Scheme (EOPS) geared at the early monetization ofcrude oil discoveries in Kenya.

On 18th March, 2020 the lease agreement was extended for a further term of 15 months which
expired on 20th June, 2021. ln line with clause 3.2 ofthe Agreement, KPC and KPRL expressed
interest and mutually agreed to extend the term ofthe Agreement for a further period ofsix (6)
months with automatic month to month renewal ofthe agreement effective 20th lune, 2027. On

25th April 2022, KPC engaged PwC as transaction advisor for the takeover of KPRL. The
consultant delivered the final draft report to KPC on 16th December, 2022.

On 18th luly, 2023 the Cabinet considered and approved the acquisition of KPRL by KPC.

According to GoK, this State intervention is expected to enhance petroleum supply chain
infrastructure and thereby result in security of supply and cost-efficienry through reduced
demurrage costs and enhanced penetration of LPC usage in the country through the development
of LPC bulk import handling and storage facility. This will enhance efficiency and also foster
synergy in the peroleum value chain by optimizing the use of our existing downstream
petroleum infrastructure.

On 27th October 2023, GoK through The National Treasury ONT) & Economic Planning
transferred its 1000/o shareholding in KPRL to KPC. Consequently, KPRL became a wholly owned
subsidiary of KPC.-During FY 2O?3 /24 the company continued to operate under the KPRL/KPC
Lease Agreement which was entered on 20th March, 2017. This lease agreement is a transitional
arrangement until the transition towards full integration of KPRL and KPC is completed.

Consequently on 4!h October, 2024 and 6th November, 2024, both KPC and KPRL respectively
passed board resolutions to extend the lease agreement until the implementation ofthe post
acquisition integration plan is completed. Thus, KPRL operations and financial obligations are
funded by the Shareholder (KPC) through the lease agreement.

'l



Kenya Petroleum Refineries Limited
Annual Report and Financisl Ststements for the year ended June 30,2024

Notes to the Finrncirl Strtements (Continued)

2. Statemeot of Compliance and Basis ofPreparation

The financial statements have been prepared on a historical cost basis except for the

measurement at re-valued amounts of certain items of property, plant and equipment,

marketable securities and financial instruments at fair value, impaired assets at their estimated

recoverable amounts and actuarially determined liabilities at their present value. The

preparation of financial statements in conformity with lnternational Financial Reporting

Standards (IFRS) allows the use of estimates and assumptions. lt also requires management to

exercise judgement in the process ofapplying the entity's accounting policies. The areas involving

a higher degree ofjudgement or complexity, or where assumptions and estimates are significant

to the financial statements, are disclosed in Note 34. The financialstatements have been prepared

and presented in Kenya Shillings, which is the functional and reporting currency ofthe company,

and all values are rounded offto the nearest Kenya shillings. The financial statements have been

prepared in accordance with the PFM Act, the State Corporations Act and lnternational Financial

Reporting Standards (IFRS). The accounting policies adopted have been consistently applied to

all the years presented.

8
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Kenyr Petroleum Relineries Limited
Annual Repo rt and Financial Statements for the ye{r ended June 30,2024

Notes to the Financial Statemetrts (Continued)

Application of New and Revised International Finencial Reporting Standards
(IFRs)

New and amended stundords ond inlerprelalions in issue and elleclive in the year ended 30

June 2021.

The Directors have assessed the applicable standards and amendments. Based on their
assessment of impact of application of the above, they do not expect that there will be a

significant impact on the company's financial statements

9

Ttrh Irc.criptol Efioctlve l)ltc

Amendments to IAS I

titled Classification of

Liabilities as Current or

Noncurrent (issued in

January 2020, amended

in October 2022)

The amendments. applicable to annual periods

beginning on or after I st January 2024. clariS

a crilerion in IAS I for classifoing a liability as

non-current: the requirement for an entity to

have the right to defer settlement of the

liabilitv for at least l2 months after the

reporting period

The amendments are effective for

annual periods beginning on or

after January l, 2024. Earlier

application is permitted.

Amendment to IFRS l6

titled Lease Liabiliq' in a

Sale and Leaseback

(issued in September

2022)

The amendment, applicable to annual periods

beginning on or after lst January 2024.

requires a seller-lessee to subsequently

measure lease liabilities arising from a

leaseback in a wa) that ir does not recognise

any amount ofthe gain or loss.

The amendments are effective for

annual periods beginning on or

after January l, 2024. Earlier

application is permined.

Amendments to IAS I

titled Non-cunent

Liabilities with

Covenants (issued in

October 2022)

The amendments, applicable to annual periods

beginning on or after lst January 2024.

improve the information an entity provides

about liabilities arising liom loan

arrangements for which an entity's right to

defer settlement ofthose liabilities for at least

twelve months after the reporting period is

subject to the entity complying with conditions

specified in the loan arrangement.

The amendments are effective for

annual periods beginning on or

after January l. 2024. Earlier

application is permined.



Kenya Petroleum Refinerics Limlted
Annud Report and Flnencial Ststement! for the year ended June 30,2024

Notes to the Fitrstrcirl StrteEenE (Continued)

Applicrtlon of New end Revised Internetlonel Finrnciel Reporting Stendrrds (IFRS)

ii Ncw and onunded clo dads aad tn erprelorions in issu. but ad yd etfedlve la lhc year

ended 30 .lune 2021.

The Directors do not plan to apply any ofthe above until they become effective. Based on their
assessment of the potential impact ofapplication ofthe above, they do not expect that there will
be a significant impact on the company's financial statements.

lli Eody adopltoa of storrdudE

The Entity did not early -.dopt any new or amended standards in the fmancial year

IFRS 18 Pr€sentation

and Disclosurc in

Financial ststements

The objective of IFRS 18 is lo set out

requirem€nts for the presentation and

disclosure of information in general purposc

financial statements (frnancia.l slatements) to

help ensure they provide relevant information

that hithfully reprcsents an eDtity's assets,

liabilities, equity, income and expenses.

The new standard is efrective for

annual periods beginning on or

after January l, ?027. Earlifr

application b permitted.
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Kenyr Petroleum Relineries Limited
Annual Report and Financial Strtements for the year ended June 30, 2024

Notes to lhe FiDancirl Statements (Continued)

d. Summary of Accounling Policies

The principle accounting policies adopted in the preparation of these financial statements are set out

below:

a) Revenue recognition

Revenue is measured based on the consideration to which the company expects to be entitled in a

contract with a customer and excludes amounts collected on behalf of third pafiies. The company

recognizes revenue when it transfers control ofa product or service to a customer.

i) Revenue from the sale of goods and services is recognized in the year in which the

company delivers products to the customer, the customer has accepted the products and

collectability of the related receivables is reasonably assured.

iD Grants from Natioral Government are recognized in the year in which the company

actually receives such grants. Recurrent grants are recognized in the slatement of

comprehensive income. DevelopmenVcapital grants are recognized in the statement of

financial position and realised in the statement ofcomprehensive income over the useful

life ofthe assets that has been acquired using such funds.

iii) Finance income comprises interest receivable from bank deposits and investment in

securities, and is recognized in profit or loss on a time proportion basis using the effective

interest rate method.

iv) Dividend income is recognized in the income statement in the year in which the right to

receive the payment is established.

v) Retrtsl income is recognized in the income statement as it accrues using the effective

interest implicit in lease agreements.

yi) Other income is recognized as it accrues.

lt



Kenyr Petroleum Relineries Limited
Arnual Report and Fincncial Strtemeots for the year ended June 30,2024

Notes to the Finrncirl Strtements (Continued)

Summary of Accounting Policies

b) In-kindcontributions

ln-kind contributions are donations thal are made to the company in the form ofacrual goods and/or

services rather than in money or cash terms. These donations may include l'ehicles. equipment or

personnel services. Where the financial value received for in-kind contributions can be reliably

determined, the company includes such value in the statement of comprchensive income both as

revenue and as an expense in equal and opposite amounts; otherwise. the contribution is not recorded.

c) Property, plant snd equipment

All categories of property. plant and equipment are initially recorded at cost less accumulated

depreciation and impairmenl losses. KPRL assets are held at Historical cost. On 27'h October, 2023

CoK through 'Ihe National Treasury (TNT) & Economic Planning transferred it's 100% shareholding

in KPRL to KPC. Consequently, KPRL besame a wholly owned subsidiary of KPC. KPRL is now in

the process of aligning the Fixed Asset Policy to adopt the KPC Assets Policy.

Certain categories of property, plant and equipment are subsequently carried at re-valued amounts,

being their fair value at the date of re-valuation less any subsequent accumulated depreciation and

impairment losses.

lncreases in the carrying amounts of assets arising fiom re-valuation are credited to other

comprehensive income. Decreases that offset previous increases in the carrying amount of the same

asset are charged against the revaluation reserve account; all other decreases are charged to profit or

loss in the income statement. Gains and losses on disposal of items of property. plant and equipment

are determined by comparing the proceeds from rhe disposal with the net carrying amount of the items,

and are recognised in profit or loss in the income statement.



Kenya Petroleum Relineries Limited
Annual Re ra end Fitranciol StetemenB for the r ended June 30, 2024

Notca to the Financial Statements (Continued)

Summary of Accounting Policies

d) Depreciation and impairment of property, plant and equipment

Freehold land and capital work in progress are not depreciated. Capital work in progress relates mainly

to the cost ofongoing but incomplete works on buildings and other civil works and installations.

Depreciation on property, plant and equipment is recognized in the income statement on a straight-line

basis to write down the cost ofeach asset or the re-valued amount to its residual value over its estimated

usefirl life. The annual rates in use, as guided by National Treasury policy on assets depreciation are:

Freehold tand

Buildings and civil works

Plant and machinery

Motor vehicles, including motor cycles

Computers and related equipment

Oftice equipment, fumiture and fittings

20-50 years or the unexpired lease period

l0-30- years

5-20 years

5- 10 years

5- 10 years

Nil

A full year's depreciation charge is recognised both in the year of asset purchase but no depreciatron

is charged in the year ofasset disposal.

Items of property, plant and equipment are reviewed annually for impairment. Where the carrying

amount ofan asset is assessed as greater than its estimated recoverable amount, an impairment loss is

recognised so that the asset is written down immediately to its estimated rccoverable amount.

e) Intangible rssets

lntangible assets with finite useful lives that are acquircd separately are carried at cost less accumulated

amortization and accumulated impairment losses. Amortization is recognized on a straight-line basis

over their estimated useful lives . The estimated useful life and amortization method are reviewed at

the end ofeach reporting period, with the effect ofany changes in estimate being accounted for on a

prospective basis. Intangible assets with indefinite useful lives that are acquired separately are carried

at cost less accumulated impairment losses.
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f) Amortfuation and impeirment of intsngible assets
Amortisation is calculated on the straight-line basis over the estimated useful life of the intangible

asset. All intangible assets are reviewed annually for impairment. Where the carrying amount of an

intangible asset is assessed as greater than its estimated recoverable amount, an impairment loss is

recognised so that the asset is written down immediately to is estimated recoverable amount.

C) Investment property

lnvestment property, which is property held to eam rentals and/or for capital appreciation (including

property under construction for such purposes), is measured initially at cost. including transaction costs.

Subsequent to initial recognition. investment property is measured at fair value. Gains or losses arising

from changes in the fair value of investment property are included in profit or loss in the period in

which they arise. An investment property is derecognized upon disposal or when the investment

property is permanently withdrawn from use and no future economic benefits are expecled from the

disposal. Any gain or loss arising on de-recognition of the pmperty (calculated as the difference

between the net disposal proceeds and the carrying amount ofthe asset) is included in profit or loss in

the period in which the propertl is derecognized.

h) Righi ofUse Asset

The right-of-use assets comprise the initial measurement of the coresponding lease liability. lease

payments made at or before the commencemenl day, less any lease incentives received and any initial

direct costs. They are subsequently measured at cost less accumulated depreciation and impairment

losses. Whenever the entity incurs an obligation for costs to dismantle and remove a leased asset.

restore the site on which it is located or reslore the underlying asset lo the condition requircd by the

terms and conditions of the lease, a provision is recognized and measured under IAS 37. To the extent

that the costs relate to a right-of-use asset, the costs are included in the related right-of-use asset, unless

those costs arc incurred to produce inventories. Right-of-use assets are depreciated over the shorter

period of lease term and useful life of the underlying asset. If a lease transfers ownership of the

underlying iBset or the cosl of the right-of-use asset reflects that the entity expects to exercise a

purchase option, the related right-of-use asset is depneciated over the useful life ofthe underlying asset.

The depreciation starts at the commencement date ofthe lease. The right-of-use assets are presented as

a separate line in the consolidated statement of financial position.
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i) Fixed int€rest invBtments (bonds)

Fixed interest investments refer to investment funds placed under Central Bank of Kenya (CBK)

long-term infrastructure bonds and other corporate bonds with the intention ofearning interest income

upon the bond's disposal or maturity. Fixed interest investments are freely traded at the Nairobi

Securities Exchange. These bonds are measured at amortized cost/ al fair value through other

comprehensive income (FVTOCI)or at fair value through profit or loss (FVTPL

j) Quoted investments

Quoted investments are classified as non-current assets and comprise marketable securities traded

freely at the Nairobi Securities Exchange or other regional and inlemational securities exchanges.

Quoted invesEnents are stated at fair value through profit or loss (FVTPL).

k) Unquoted invBtment3

Unquoted investments are measured at fair value through profit or loss (FVTPL). KPRL holds 100% of

the issued ordinary share capital of Kenya Petroleum Refineries Pension Trust Limited (10,000

ordinary shares at IGhs 1,000/- each). The subsidiary functions in a trustee capacity only and as

such made neither a profit nor a loss for the year ended 30th fune, 2024. The subsidiary thus did

not contribute to the group's revenue and profit before tax for the period ended 30th fune, 2024.

l) Inventories

lnventories are stated at the lower ofcost and net r€alizable value. Cost comprises direct materials and,

where applicable, direct labour costs and those overheads thal have been incurred in bringing the

inventories to their present location and condition. Cost is calculated using the weighted average cost

method. Net realizable value represents the estimated selling price less all estimated costs of

completion and costs to be incurred in marketing, selling and distribution.

m) Trade and other receivables

Trade and other receivables are recognized at amortized cost less allowances for ary uncollectible

amounts. These are assessed for impairment on a continuing basis. An estimate is made of doubtful

receivables based on a review ofall outstanding amounts at the year end. Bad debts are wrinen offafter

all efforts at recovery have been exiausted.
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Notes to the Financial Statements (Continued)

Summary of Accounting Policies

n) Tarstion

i) Current income trx

Current income tax assets and liabilities for 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 used to compute the

alnount are those that are enacted or substantively enacted. at the reporting date in the area where the

company operates and generates taxable income. Current income tax relating to items recognized

directly in net assets is recognized in net assets and not in the statement of financial performance.

Current income ta,\ assets and liabilities for the current period are measured at the amount expected to

be recovercd from or paid to the t&xation authorities. The tax rates and tax laws used to compute the

amount are those that are enacted or substantively enacted, at the reponing date in the area where the

company operates and generates taxable income.

Management periodically evaluates positions taken in the tax retums with respect to situations in which

applicable tax rcgulations arc subject to interpretation and establishes provisions where appropriate.

o) Deferred tax

Deferred tax is provided using the Iiability method on temporary differences between the tax bases of

assets and liabilities and their carrying amounls for financial reporting purposes at the reporting date.

Deferred tax liabilities are recognized for all taxable temporary differences. except in respect oftaxable

temporary differences associated with investments in controlled entities, associates and interests in

joint ventures, when the timing ofthe reversal ofthe temporary differences can be controlled and it is

probable that the temporary differences will not reverse in the foreseeable future. Deferred tax zrssets

are recognized for all deductible temporary differences, the carry forward ofunused tax credits and any

unused tax losses. Deferred tax assets are recognized to the extent that it is probable that taxable profit

will be available against which the deductible temporary differences, and the carry forward ofunused

tax credits and unused tax losses can be utilized, except in rcspect of deductible temporary differences

associated with investments in conrolled entities. associates and interests in joint ventures. deferred

tax assets are recognized only to the extent that it is probable that the temporary differences will reverse

in the foreseeable future and taxable profit will be available against which the temporary differences

can be utilized.

The carrying amount ofdeferred tax assets is reviewed at each reponing date and reduced to the extent

that it is no longer probable that sufficient taxable profit will be available to allow all or part ofthe
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Notes to the Financial Strtements (Continued)
deferred tax asset to be utilized. Unrecognized deferred tax assets are re-assessed at each reporting date

and are recognized to the extent that it has become probable that future taxable profits will allow the

deferred ta.\ asset to be recovered. Deferred tax assets and liabilities are measured at the tax rates that

are expected to apply in the year when the asset is realized or the liability is settled. based on tax rates

(and ta,r laws) that have been enacted or substantively enacted at the reporting date.

Defened tax relating to items recognized outside surplus or deficit is recognized outside surplus or

deficit. Deferred tax items are recognized in correlation to the underlying transaclion in net assets.

Defened tax assets and deferred tax liabilities are offset ifa legally enforceable right exisls to set off

current tax assets against current income tax liabilities and the deferred tares relate to the same taxable

entity and the same taxation authority.

p) Borrowing costs

Borrowing costs directly attributable to the acquisition. construction or production of qualifuing assets,

which are assets that necessarily take a substantial period oltime to get ready for their intended use or

sale, are added to the cost ofthose assets, until such time as the assets are substantially ready for their

intended use or sale. To the extent that variable rate borrowings are used to finance a quali[ing asset

and are hedged in an effective cash flow hedge of interest rate risk, the effective portion of the

derivative is recognized in other comprehensive income and reclassified to profit or loss when the

qualifoing asset impacts profit or loss. To lhe extent that fixed rate borrowings are used to finance a

quali[ing asset and are hedged in an effective fair value hedge of interest rate risk. the capitalized

borrowing costs reflect the hedged interest rate. lnvestment income earned on the temporary investment

of specific borrowings pending their expenditure on qualirying assets is deducted from the borrowing

costs eligible for capitalization. All other bonowing costs are recognized in profit or loss in the period

in which they are incurred.

q) Cash end cash equivtletrts

Cash and cash equivalents comprise cash on hand and cash at bank. short-term deposits on call and

highly liquid investments with an original maturiry of three months or less, which are readily

convertible to known amounts of cash and are subject to insignificant risk of changes in value. Bank

account balances include amounts held at the Central Bank ofKenya and at various Commercial Banks

at the end of the reporting period. For the purposes of these financial statements, cash and cash

equivalents also include short term cash imprests and advances to authorised public oflicers and/or

institutions which were not surrendered or accounted for at the end ofthe financial year.
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Notes to the Financial Statements (Continued)

r) Borrowings

lnterest bearing loans and overdrafts are initially recorded at fair value being received. net of issue

costs associated with the borrowing. Subsequently, these are measured at amortised cost using the

effective interesl rate method. Amortised cost is calculated by taking into account any issue cosl and

any discount or premium on settlement. Finance charges, including premiums payable ofsettlement or

redemption are accounted for on accrual basis and are added to the carrying amount ofthe inslrument

to the extent that they are not settled in the period in which they arise. Loan interest accruing during

the construction ofa project is capitalised as parl ofthe cost ofthe project.

s) Trede and other payables

Trade and other payables are non-interest bearing and are carried at amortised cost, which is measured

at the fair value of contractual value of the consideration to be paid in future in respect of gor:ds and

services supplied, whether billed to the company or not. less any payments made to the suppliers.

t) Retirement benelit obligetions

The company operates a defined contribution scheme for all fullOtime employees from January lst .

2017. The scheme is administered by a Fund Administrator and is funded by contributions lrom both

the company and its employees. The company also contributes to the statutory National Social Security

Fund (NSSF). This is a defined contribution scheme registered under the National Social Security Act.

The company's obligation under the scheme is limited to specific contributions legislated from time to

time and is curenlly at Kshs.2.l60/- per employee p€r month..

u) Provision for stall leave pay

Employees' entitlements to annual leave are recognised as they accrue to the employees. A provision

is made for the estimated liability for annual leave at the reporting date.

v) Exchange rate differences

The accounting records are maintained in the functional currency ofthe primary economic environment

in which the company operates, Kenya Shillings. Transactions in foreign currencies during the

year/period are translated into the functional currency using the exchange rates prevailing at the dates

of the transactions or valuation where items are re-measured. Any foreign exchange gains and losses

resulting from the settlement of such transactions and from the translation at year-end exchange rates

of monetary assets and liabilities denominated in foreign currencies are recognised in profit or loss.
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Notes to the Financial Statements (Continued)

Summary of Accounting Policies

w) Budget information

The original budget for FY 70231?024 was approved by the National Assembly on 25'h July. 2023.

Subsequent revisions or additional appropriations were made to the approved budget in accordance

with specific approvals from the appropriate authorities. The additional appropriations are added to the

original budget by the entity upon receiving the respective approvals in order to conclude the final

budget. Accordingly, there were no additional appropriations during the year.

The company's budget is prepared on a different basis to the actual income and expenditure disclosed

in the financial statements. The financial statements are prepared on accrual basis using a classification

based on the nature of expenses in the statement of financial performance, whereas the budget is

prepared on a cash basis. The amounts in the financial statements were recast from the accrual basis to

the cash basis and reclassified by presentation to be on the same basis a.s the approved budget. A

comparison of budget and actual amounts, prepared on a comparable basis to the approved budget, is

then presented in the statement ofcomparison of budget and actual amounts. In addition to the Basis

difference. adjustments to a$ounts in the financial statements are also made for differences in the

formats and classification schemes adopted for the presentation of the financial stalements and the

approved budget.

A statement to reconcile the actual amounts on a comparable basis included in the statement of

comparison of budget and actual amounts and the actuals as perthe statement offinancial performance

has been presented under section 20 ofthese financial statements.

x) Service concession arrongements

The company analyses allaspects ofservice concession arrangements that it enters into in determining

the appropriate accounting treatment and disclosure requirements. In particular, where a private party

contributes an assel to the arrangement, the company recognizes that asset when. and only when, it

controls or regulates the services the operator must provide together with the asset, to whom it must

provide them, and at what price. ln the case of assets other than 'whole-of-life' assets, it controls,

through ownership, beneficial entitlement or otherwise - any significant residual interest in the asset at

the end of the arrangement. Any assets so recognized are measured at their fair value. To the extent

that an asset has been recognized, the company also recognizes a conesponding liability. adjusted by

a cash consideration paid or received.
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Notes to the Financis! Statements (Continued)

Summary of Accounting Policies

y) Comparative ligures

Where necessary comparative figures for the previous financial year have been amended or

reconfigured to conform to the required changes in presentation.

z) Subsequetrt events

There have been no events subsequent to the financial year end with a significant impact on the

financial statements for the year ended June 30, 2024.

5. Significant Judgments and Sources of Estimation Uncertrinty

The preparation of the KPRL financial statements in conformity with IFRS requires management to

make judgments, estimates and assumptions that affect the reported amounts of revenues, expenses.

assets and liabilities, and the disclosure of contingent liabilities, at the end of the reporting period.

However, uncertainty about these assumptions and estimates could result in outcomes that require a

material adjustrnent to the carrying amount ofthe asset or liability affected in future periods.

a) Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the

reporting date, that have a significant risk ofcausing a material adjustment to the carrying amounts

of assets and liabilities within the next financial year. are described below. The Entity based its

assumptions and estimates on parameters available when the financial statements were prepared.

However, existing circumstances and assumptions about future developments may change due to

market changes or circumstances arising beyond the contol of the Entity. Such changes are

reflected in the assumptions when they occur.
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Notes to the Financisl Statement3 (Continued)

Summary of Accounting Policies

Going Concern Ststus of KPRL

The going concern principle is the assumption that an entity will remain in business for the

foreseeable future. While the lease agreement was a transitional arrangement, the acquisition

ofKPRLbyKPC on 27th October,2023 has signihcantly addressed the uncertainty about the

going concern status of KPRL. Government of Kenya (GoK) intervention is expected to

enhance petroleum supply chain infrastructure and thereby result in security of supply and

cost-efficiency through reduced demurrage costs and enhanced penetration of LPG usage in

the country through the development of LPG bulk import handling and storage facility. This

will enhance efficiency and also foster synergy in the petroleum value chain by optimizing the

use of our existing downstream petroleum infrastructure.

The current liabilities (Kshs 4.l89bn) exceed current assets (Kshs l.698bn) by Kshs 2.49lbn due

to outstanding short-term loans from GoK, KPC advance, bank overdrafts and CPP term loan which

was converted to a current loan after default. ln May 2020 KPRL began partial repayment ofthe

bank loans using depreciation recoveries from KPC as provided for in the lease agreement.

Both the Sharcholder (KPC) and KPRL boards approved the restructuring ofthe outstanding bank

loans. The CPP term loan will be restructured to a maximum tenor of 3 years . The process for

settling bank overdrafu is under negotiation pending recall of the sponsor surplus invested in the

Kenya Petroleum Refinery Defined Contribution (KPR DC) Pension fund.

This process of restructuring and or settlement of the outstanding bank loans is ongoing and is

expected to be concluded before 30th June.2025.

During FY 2023/24 the company continued to operate under the KPRL/KPC Lease Agreement

which was entered on 20th March, 2017. This lease agreement is a transitional arrangement

until the transition towards full integration of KPRL and KPC is completed. Consequently on

4th October, 2024 and 6,h November, 2024, both KPC and KPRL respectively passed board

resolutions to extend the lease agreement until the implementation ofthe post acquisition

integration plan is completed. Thus, KPRL operations and financial obligations are funded by

the Shareholder (KPC) through the lease agreement.
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Summrra of Accounting Policiec

b) Useful live and residual velues

The useful lives and residual values ofassets are assessed using the following indicstors to inform

potential futule use and value from disposal:

o The condition ofthe asset based on the assessment ofexperts employed by the Entity

o The nature ofthe asset, its susceptibility and adaptability to changes in technology and

processes

o The nature ofthe processes in which the asset is deployed

r Availability of funding to replace the assets

c) Provisions

Provisions were raised and management daermined an estimate based on the information

available. Additional disclosure ofthese estimates ofprovisions is included in Note 34.

Provisions are measured at the management's best estimate of the expenditure require.d to settle

the obligation at th€ reporting date, and are discounted to present value where the effect is

material.
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Notos lo the Financid Strtements (Continucs)

6. Finrnce Income

There were no short term deposits held in commercial banks during the period ended 30tb

lune,2024.

7. Other Income

*As per the lease agreement between KPRL and KPC, Lease recoveries are KPRL operatin8
expenses recovered at cost and invoiced to KPC on a monthly basis,

**Following the conversion ofthe Defined Benefft (DB) pension scheme to Defined Contribution
[DC) pension scheme, the company's share of actuarial surplus was transferred to the DC pension
fund to be invested with tlre DC fund. Ultimately, the fund would go partly towards future funding
of the employe/s statutory contribution towards the DC pension scheme and funding any
contingent liability arising in the future.

fu per the Audited Accounts of t}le DC Fund for the year ended 30th lune 2024, the investment in
the DC Pension Fund registered investment income of Kshs. 78M compared to Kshs. 24M for the
previous year.

0 607,260
Interest from commercial banks and financial
i nstitutions

16,080 48,843Interest on staff loans
0 0Dlvidends

16,080 6S6,103Total

*KPC lease recoveries L,653,7A+,578 1,481,642,253
6,632,070House Rent Recoveries 6,602,76r

+lnvestment Income- KPRL invesEnent in DC Pension fund 77,987,792 24,28t,922
69,871Other miscellaneous receipts 49,590

L.Stz,6.26.L16Total L73A,421,721

23



Kenyr Petroleum Refineries Limited
Annual Report and Financial Statements for the year ended June 30,202{

Notes to the Financial Statements (Continued)

8. Other Gains and Losses

The exchange losses relate to translation of foreign currency denominated transactions. This is
mainly attributed to the USD Term loan for the Captive Power Plant. The sale of Fixed assets
relates to motor vehicles sold during the year.

9. AdministrationCosts

w202t12021 ttt 202212023
Dcacrlrrdon lGhs IGhs
Foreiqn exchanqe gains / (losses) ts79,664) (37,737,269)

Unrealized foreign exchange gains/0osses) 237 ,505,205 (457 ,648,923)
Gain on sale of fixed assets 841,150 0

Total 237,766,691 G94,7AO,l92l

Ft202tl20t* t1I2022l20?t
DcacflDtsor l&hs IGhs
Staffcosts-note9[a) 447 ,7 44,823 422.976502
Electriciw and water 135,683,897 122,574,474
Communication services and supplies 8,448,252 7 ,492,97 6

TransDortation, travelling and subsistence 32,345,840 24,602.888
Advertisins, printinP, stationery and photocopying 4,399,461 4.9?7.447
Insurance costs 90,905,896 a2,903,573
Security 39.986.100 35,964,826
Board expenses 15.10 1.013 11,399,750

Bank charses and commissions 806,709 831,339
0mce and seneral suDplies and services 6,O57,795 4,789,414
Licenses 30,395,166 23,620,261
ProDerW/ Land Rates 8,606,240 6,49t,t79
Auditors' remuneration 6,000,000 4,345,628
Legal fees 2,759,771 7,410,069
Consultancy fees 18,203,71s 4,797,284
Repairs and maintenance 439,573,t44 296,431,62t
Materials costs 54,462,470 40,153,585
occupational Health & safety 4,940,7 61 8,376,842
Canteen ExDenses 10,336.068 6,521,767
Staff trainins & DeveloDment 21,338,702 76,065,761
Other oDerating exDenses t 1.823.868 ) rr,894,423
Provision for bad and doubtful debts 0 (23,215,119)

Provision for lmpairment of Redundant Assets 1,566,9t4,647 0

Depreciation 208,+05,678 ?73,29t,17?
Ammortisation 168,167 2t2,546
Tot l 3,151,759,849 1,334,840,553
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9(r) Steff Cortr

Salaries and allowances of Dermanent emDloyees 333,?,?5,729 328,544,758
ComDulsorv nauonal social securlw schemes 2,074,679 7'lr,,440
Afrordable houslne lew 4.4t2,614 0

5r,079,57L 5L,228,106DC pension conEibutions
135,126.| 1,700,363Leave Day and gratuity provislons

Pedorrnance lncentive 8,512,091 7,006,294
12.354,358 3,570,451Staffwelfare
33,15r,367 28,219,595Medlcal erpenses

lonc Servlce Awards 363,000 846,000
Grants ammordsadon adiustsnents 391,000 (22,7621
Recruitsnent 0 4,640
Pension Admin ExDense 2,215,539 1,089,007

422,976,5O2Total 447,7{{,823

The number ofernDloyees at fr€ end of 6e year was:
89Permanent emDloyees - ManaEement 87

26 27Permanent emDlovees - Unionisable
0 0Temporary and contracted employees

tt6Total 113
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Notes lo the Finsrcial Statcmetrts (Continued)

10. Finence Costs

KPRL is still holding dead stock (un-pumpabte ffnlshed products) belonging to Oil Marketing
Companies hence the provision for interest on the working capital associated with these stocks,
Included in finance costs is reversal for previous years'provision for interest on Dead Stock
amoundnt to Kshs1.331bn relating to the Yield Shift legacy matter which is being resolved as
guided by GoK.

ll. Opcreting ProfiU (Lors)

lnterest exDense on loans rs4.995.22t 126,575,711
lnterest exDense on bank overdrafts 106.978.541 82,371,362

Provision for interest on dead stock (1,330,992,905) 109,535,886

Total (1,069,019,143) 318,582,958

The operadng profit/(loss) ls arrlved at after
charrlnc/ fcredltln*) :

Staffcosts (note 9a) 447,744,823 42?',976,502
Depreciadon ofDroperty, plant and equiDment 208,40s,678 213,291,172
Ammortisadod of operating leasehold land 168,767 ztz,s46
Provislon for bad and doubtful debts 0 t23.215.119)
Gain on sale of Fixed Assets r841.150t 0
Auditors' remuneraEon - current year fees 6.000.000 7.000,000
Net foreim exchance loss (237.766.69L) 494,780,19?'
lnterest receivable r16,080) (656,103.)

Interest Dayable r1.069.019.143) 318.582.958
Rent recelvable rc,602,76t) rc,632,070)
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NoE to the FiDrmiel Strtenents (Continued)

12. Income Trt Erpenre/(Credit)

(a) Income tex chargo/ credit

(b) Rcconcillation of ter expense/ (crcdit) to the erpccted tu bas€d otr.ccounting prcfit

Current taxadon based on the adiusted profit for the year
at 30% 43,092fi93 2,186,452
Current tax: Drior vear under/(overl Drovision 0 0

Current vear deferred tax charce r58,502,204) (172,607,7?'51

Prior vear under-orovision for deferred tax 0 0

t15,409,311) (t70A212731Totel

(106.533,214) t634,921,485.|Profi t/0oss) before taxation
t31.959.9641 (L90.47 6,4451Tax at the applicable tax rate of30%

0 0Prior year under-Drovision
16.550,653 20,05s,r72Tax effects ofexpenses not deductible for tax purposes

0 0Effect of chanse in Tax rate

0 0
Tax efrects of excess capital allowances over
depreciauon/amortizadon

0 0Deferred tax Dr{or year over-Drovision
f15,409,311) (t7 0,42,.,2731Total
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13. Eernings Per Share

The eamings per share is calculated by dividing the profit(loss) after tax of
(Kshs. 91,123,903) (202212023): (Kshs. 464,500,212) by the average number of ordinary shares in

issue during the year of 36,800,000 (7022120231:36,E00,00O). Therc were not dilutive or potentially

dilutive ordinary share as at the reporting date.

14. Dividend per Shrre

Proposed dividends are accounted for as a separate component of equity until they have been ratified

and declared at the relevant Annual General Meeting (AGM).

There were no dividends proposed as the company has reported losses for the year ended 306 June,

2024.
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Not$ to thc Finrnclgl Strtements (Continued)

15. Propcrty, PLnt eod Equipment

Work in progtess relales lo design costs for the Refinem Upgrde project

lchsKsts rch-3 lGhs lGhs rchsIGhs KsLs
Cost

118,955,612 96.461.656 545,129371 621,267,926 8,286,422,543295,160 6A2,522,315 6,227,790,503At luly 1, 2023

Addidons

Transf€rs

r15.240.9911 rc27.267.9261 fi59.606.7721(5.135,219) i17,962,635',1Provision for impairmelt

f5.295.8411t5.295,841)DisDosals

7.521,519,930295,r6t 677347.056 6,1ot827 ,A68 113,655,77t 96,16,.,656 529,888,380At lum 30, 20e,1
DeDrcclation

94.689.44 470.644.027 5,616,911,591s59.438.057 4,373,523,154 r 18,615,612At luly 1, 2023

208.,rOS.6789,600,904 785,342,967 226,000 1,59S,471 11,640,337Charce for the year

ImDairment loss

(5,295.8,U1f5,295,841)Ellrninated on disposal

113,546,770 96,2U,91A 142,244357 s,820,021,+28569,038,961 4394,966.,422At lune 30, 202,1

295,160 1083,18.135 1,54J1 961,,!t6 113,001 176,7t7 17,601,023 1,701,$)4,502
t{€t book valua at rrtre
?o,2021
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i*rtF++tlErtrt ilE EEqWI
lchs l(shs l(shs fshs IGhs l(3hs Kshs I(shs

Cost

295.160 682.522.375 6.221.790.503 118.955.612 96.461.656
At luly 1,2022 s45.r29,37t 62t,267,926 8,286,422,543

Additions
0 0 0 0 0 0 0 0

Transfers
0 0 0 0 0 0 0 0

0 0 0 0 0
Disposals

0 0 0

AtluDC 30,2023 295,150 68,2,522,315 6,221,790,5O3 118,955,612 96,,t61,6S6 s4s,129.371 621,267,926 a.2a6,122,5{3
D€DrccladoD

Atlluly I,z0?z
0 549,663,8?3 4,t44.t23,701 118,339,024 92,490,597 459.003.223 0 s,iHr3,620.418

charge for $e year
0 9,77 4,144 189,399,753 277,5A8 2,198,851 L7,640,794 o 213.29,..173

0 0 0 0 0
lmpaifment loss

0 0 0

Elimioated on disposal
0 0 0 0 0 0 0 0

0 559,438,057 1,373,523,454 118,616,612 94.649.144At lune 30, 2023 470,&4,O21 0 5,616,911,591
NGt book veluc at lltnc
30, zo2? 295,,60 123,08.1258 LA4A267,O4S 339,001 r,7723,OA 74,,t8s,350 621,67,926 2,669,51O,952

15. Property, Phnt snd Eqripnert

Work in progress relates lo design cosls for the Refnery Upgrade project
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Notes To The Fhrtrchl Strtementr (Continued)

Vrluetioa

KPRL freehold lan4 bulldings and other assets are held at historical cosg

Ptoperty, Plrnt end Equipm€trt rt Cort

Property plant and Equipment includes the following assets that are fully dcpreciated:

279.057.490 12.186,846Bulldincs & Clvtl works
1.560.789.436 70.306,073Plant & machinery

20,694,7 44Office, lab & other eoulDment 321,800,784
113.6s9.77L L2,916,068Motor vehlcles lnduding motor cycles
91.159,596 13,286,S54ComDutens and related equlpment

2,366,161,077 ,,29,390,246Total as at 30th lutre 202,[
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cosr
As at lst lulv 2022 9.796.958
Addltions 0
Disposals 0
As at 30tt lune,2023 9,796.9S8

Addltlons 0
Disposals 0
A, at 30tt lutrc,2024 9,796,958

AMORTISATION

As at lst lulv 2022 3,403,0s4
Charze for the vsar 212,546
As 3t 30tt lutre,2023 3,615,600

Charse for the year L64,767
As at 30th lurc, Z0Z4 3,743167

CarrYlus A.Eount
As et 30th lune,2023 6,181.358

As at 30tA hae, 2024 6,013.191

Notes To The FiErnci.l St tementr (Coltiuued)

16. Rlght-of-urc usetc

The right ofuse asset relates to leasehold land. Paymerts to acquire interests in leasehold
land are treated as prepaid operaung lease rentals and the cost ofthe land is amortized over
the unexpired term ofthe leas€ on a straight llne basis
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cf i+t I
-.j
t

FffiEE=
cosr

10.000.000 10.000,000At luly 1

0 0Additions
0 0Disposals

10,000,000 10,000,000At end ofyear

IUP NMENT
At lulv 1 0 0

0 0Disposals
0 0Impairment loss in the year

At end ofyear 0 0

NET BOOK VALUE
At end ofvear 10,000,000 10,000,000

Notes To The Finenciel Stetements (Continued)

11, Unquoted Investments - KPRL Peacioo Trust Ltd

KPRL holds 100% of the issued ordinary share capital of Kenya Petroleum Refineries Pension
Trust Limited (10,000 ordinary shares at Kshs 1,000/- each). The subsidiary functions in a
trustee capacity only and as such made neitier a profit nor a loss for the period ended 306
1une,2024.

The subsidiary thus did not contribute to the group's revenue and profit before tax for the
period ended 30s June,2024.

\

F.,,H
Nshs Kshs% Vo % Krhs

10.000.000

Kenya Petroleum
Refinedes
Pension Trust Ltd 100 0 100 10,000,000 10,000,000

100 o 100 10,o00,000 10,000,000 10,o00,o00
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Notes To The pinrncid Strtemctrt! (Continucd)

18, KPRL Investment in the DC Pension Fund

Following the conversion of the Defined Benefit (DBJ pension scheme to a Defined
Contribution (DC) pension scheme, the company's share ofactuarial surplus was transferred
to the DC pension fund to be invested with the DC fund. Ultimately the fund would go partly
to future funding ofthe employer's statutory contribution towards the DC pension scheme.
In line with RBA rules, the KPRL Board, for the Sponsor, passed a resolution to meet any
contingent liability that may arise in the future, which would be covered by a component of
the sponsors share ofactuarial surplus invested in the DC fund tGhs 923M (2022/23:845M).

19. Deferred Tar Asrct

Deferred tax is calculated on all temporary differences under the liability method using t}e
enacted tax rate, currently 3096. The net deferred tax asset at year end is attributable to the
following items:

The movement on the defened tax acsount is as follows:

]TIT
Balance as at 1st luly 8/+4.681.230 820,399,307.7
Accrued lnvestment income 77,987,792 24,287,922

Balance 922,669,O22 844,681.230

Accelerated tal allowances 395,041,599 451,316,73r
Unrealised exchange gains/fl osses) 7t,25t,562 (137.294,6771
Provisions for liabilities and charges (622,7 63,8731 (4L4,277,0981
Tax losses carried forward t1,105,914,324) (1,t03,633,7871
Prior year over/under Drovision 0 0
Net deferred tax liabiltw (1,262,385,036) (1,203,882,832)

l-i'T$rilFJ
'r'-.I"l.IrEitrl-IH tu- '. E= _-i.,' lhFYCtsl',r,,, 1i 

r

;r-,im,tr-l
t-

T-r--
LE l',l1iFi:lr

Balatrce at bedlnlag of the year (197,A32,23L1 lzs,22+,5061
Credit to r€valuation reserve 0 0
Under provision in prior year 0 0
lncome statement charce/[credit) r58.502.204) (77?.607.7251

Balancc at ettd of tte year t255,334,43S) 1t97.A32,?311

F FiT1l -1:l ilfl.tlT:'.l; -l. .Ii . r--Lljl ':-, , ii.- '-- -t ''
' . .: r. -ri.:1.:.8 ;,:rft ,.'Jifii_+l

. .... . .. ., r,!|lij. .. ... r-' .l

.;..qi=..-"., -.-. - -,L:'--H-c lj-idl -.2-t,
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Notes To The tr'heaclrl St tcmefis (Cordnued)

20. Invcntori€r

Reconcilirtlol of Impdrmelt Allowloe for Inventoricc

8t2,729,072 8t0,292,4r8Enslneerins stores
940,659 1,310,618Fuel, oll and lubricants

305,694,169 305,694,169Crude & ftnlshed product stocks
a,260,649 9,423,U7Stadonery, Safety and *ener"l stores

(808,078.385) (77r,LtL'lLess: Provlslon for Impalrment ofstock
319,5{6,164 r,L25,949,941Total

77t,tttAt the bednnlns of the vear 77t,ttl
807,307,875 0Addidond Drovlsions durlng the year

0Recovered dudnr the year 0
(601) 0Written ofr durlnC the year

808.078.385 77t,tttAt the end ofdr6 vear
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NotB To The Financiel Stetements (Continued)

21. Trrde and Other Receivrbles

2l (a) Trade Receivables

2 I (b) Rcconciliation of Impairment Allowrnce for Trade Receivebles

Trade Receivables (Note 21 (a) 499,961,934 431,805,668
Deposits and preDayments 46,973,294 33,594,536
Vat recoverable 0 0
Stafi receirrables fNote 21 (c) 7.970.923 4.329.9A9

19.937.409Other recelvables 19,287,99+
Gross Trade and Other Recelvables 489,667,502s64J94,L44
Provision for Bad And Doubdul Receivable (152.86e.993) t152.869.993'l
Net Trade and Olter Rocelyablcs 415,324,151 336,797,609

ffiI-T]
f ,:F1.:r--.--

:.ry--Ei"ln fl trElii;.r'.l,F,i-Ittr
. -- - ..: ---:1-i,q

.L ,.''-{ f . I
LLT

Gross Trade Recelvables 431.805.668499,967,934
Provision for Doubtfrrl Receivables t152,869.993.)(152,869,9931
Net Trade Receivables 347.Ogt,94t 274,935,675
Arelu arelwls of ,noss Trade necalvables

L€ss than 30 Days 335,724,247 278,725,333
Between 30 and 60 Days (20z,zz7l 4,s4L,200
Between 61 and 90 Days 2,257,226 2,860,880
Between 91 and 120 Days (3,410,194) 3,206,195

142.472.060over 120 Days t65,592,876
Total .t31.805,668+99,96t,914

['I ifGHj; ]+ ryfl'4Hffi I : r-,T 
"TTFiffiftri 

tcffi
,ll,-:iF]iI.r"r:ll ; --!JrrEE;, L i- i=iE;r-:--1:,-,rr4-l$lr' ul'lfr:, -,

At the be of the 152.869.993 464,876,750
Additional provisions durins the vear 0 0
Recovered durins the year 0 (23,215,r 19)
Writte n offdurins the year 0 (2a8,731 ,6381
At the end ofthe year 152,869,993 152,869,993

E.rE-l'ri:.1_:rlj,-=:.=,ir,--:i1=-;.Ilri-- -l_-5=Ji:r:I,,,.fr,:!E_iatjr=Ij,i;i:._=+Ii!
i::;..-:.1.'.,i., :ir-:i--:1._.;,.:. , :- , r,-r:[.'F=;.;-r , 5-r:.Ei:i.;,*i.,-: -$l=il].-._rr .:+,!{]-l:I
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Annuel Rcport rnd Flnrmld Stetemcab for the yer ended 30o June 2024

Note' to thc FiE nciel Stetementr (Continued)

2l (c) Stafi Rcceiveblec

2l (d) Roeoocllirtion of Imprirmont Allowrnce for Stefi Receiveblec

22. Trr Recovereblc

Gross staffloans and advances 1,970,923 4,929,989
Provision for lmDairment loss 0 0
Net stafr loans r,970.929 1,329,989
less: AmounB due wlthin one year 1.970,9231 @329,9891
Amounts due after one year 0 0

At &e beclnninr of the year 0 0

Addidonal Drovtslons durlm the year 0 0

Recovered durlns the year 0 0

Written off durlns t}le year 0 0

At the end of the year 0 0

At bednnlns of the Derlod 832,788,256 683,354,835
L€ss: lncome tax durge for the year 43,092,893 2,786,452
lncome tax Daid during the year 120265,901 151,619,873
Tax rccovereble at the cnd of &e ycrr 909,96,-,264 a32,7AA,256
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Notes To The Financirl Ststements (Continued)

23. Benk rnd Cesh Belences

The bulk ofthe cash at bank was held at Standard Chartered Bank of Kenya.

Deteiled anelysis of the crsh and cesh equivalents

Cash at bank 53,038,600 5,072,123
355.856Cash in hand 492,501

Total 53,531,100 5,427,974

=fEt--_:rT{mEIE-l,:EW1.rl 
-r

FE I-rLE{lIffi ;':i aai-ro,}'-f,r-EHrEElal! l {' -1

a) Current Accourt
Standard Chartered Bank of Kenva-KES A/C 01 040 926614 00 46.5t3.L+7 1,801,859
Standard Chartered Bank of Kenva-USD A,/C 87 040 926614 00 5,554.558 184,184
ABSA Bank Kenva Pl,C-Main KES A/C 016 5009 479 23,814 68,421
ABSA Bank Kenya PLc-Staff lmpr€st KES A/C 076 SOO9 770 190,970 19S,858

29,332ABSA Bank Kenya PLC-USD A/C 227252 775 464,337
?..792.470Nadonal Bank of Kenya 010 200 566 03700 297,780

Sub- Total 53,038,600 s,o7z,Lz7

b) On- Call DeDosits
0Nadonal Balk ofl(enya 0

0 0Sub-Total

c) Flxed DeDoslB AccouDt
0 0Nauonal Bank of Kenya

Sub-Total 0 0

d) Ottens (SDedfy)
0 0Cash in tramit

492,50r 355,856Cash in hand
0 0Mobile money account

492,501 3S5,856Sub- Total

s,127,974crard Total 53,531,100

L-l-Trr:FiSFlrrE- FIrE-r.Ifr=Tf-..!.ffl.,ftrF-Il'+EHI:i:rT::sll5E:J:f-i:---r'-1-:r
ts ' _ T:,TEIJffiLlf'ce-: ,T--.:l .--r._.+r-ilElrlJ]l!l[+-
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Notes To Thc Finrnciel Stetementr (Continucd)

24. Ordinary Share Cepitrl

25. Reveluetlon Reserve

The revaluation reserve relates to the revaluation ofcertain items ofproperty, plant

and equipment As indicated in the Statement ofchanges in Equity, this is stated after

transfer of excess depreciation net of related deferred tax to retained earnings.

Revaluation surpluses are not distributable.

26. Frir Velue Adjurtmenl Rererve

The hir value adjustment reserve arises on the revaluation of available-for-sale

financial assets, principally the marketable securities. When a financial asset is sold,

the portion ofthe reserve that relates to that asset is reduced ftom the fair value

adjustment reserve and is recognised in proflt or loss. Where a financial asset is

impaired, the portion ofthe reserve that relates to that asset is recognised in profit or

loss.

27. Reteined Errnings

The retained earnings represent amounts available for distribution to the KPRL

shareholders. Undistributed retained earnings are utilised to finance the company's

business activities.

Authorlzed:

736.000.000 736,000.000
36,800,000 (36,800,000 Fl 2022/2023) ordlnary shares
of Kshs.2O par value each

lssued and fully oald:

736.000,000 735,000,000
36,800,000 (36,800,000 Fl 202?12023) ordinary shares
of Kshs.20 par value each
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Notee to the Firencirl Strt Dents (Coatinued)

2t. Borrowingc

The analyses of both extemal and domestic borrowings are as follows:

The short term borrowings include Kshs 691M bank overdrafu as detailed in the analysis
of borrowings above and KShs. 1.079bn in respect of a term loan for the Captive Power
Plant (CPP). Foreigl denominated loans have been restated based on CBK closing mean
rates at the end ofthe financial year

Domcsdc borrowlncs
Balance at becinnine of the year 7 .783 .661.6901,939,201,651
Domestic borrowlngs durins the year 00
Repayments ofdomestics borrowlngs during the
period ICPP Term loan) (43,897,374) (s7,29Z,s2Sl
Movement in Bank Overdraft during the year (13 ,t?t ,266) (28,383,60n
Exchange losses/(gains) on foreign denominated
loans (90,+t4,377) ?00,549,370
Exchange losses/(gains) on foreign denominated
overdraft faciliW (21.4t2.5781 40,666.723
Balance at end ofthe year 1,770.356,056 1,939.201,651

[€ss: Amounts due with one year (current Doruon) 1.770.356.056 1.939.201.651

Amounts due after one year fnon-current Dortion) 0 0

External Borrowlus
Dollar denominated loan 0 0
Euro denominated loan 0 0

0 0
Domesdc Borrowlus
Kenya Shilling overdraft from NCBA 35t,6t4,745 357,9t3,397
Kenya Shillinc overdraft from Citibank N-A. 132.749.449 143.550.251
Dollar denominated overdraft from Cldbank N.A" ?06.+16.042 zz3.ago.43z
Dollar denominated loan ftom Barclays Bank-CPP 1,079,535,819 L,2t3,847,570

1.770.356.056 1.939,201.651

Total belance at end of the vear 1,770,356,056 1,939,201,651
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Short term borrowinss [current Dortion) r,770,356,056 1,939,201,651
Lons term borrowinss 0 0
Total 1,770,356,056 1,939,201,6S1

Notes to the Finsncial Strtcments (Continued)

28. Borrowings(cotrtinued

Current portion ofborrowings represents borrowings that are payable within one year or
in the next financial year.

Due to the shut down of refining operations with effect from 46 Sept, 2013, KPRL
immediately defaulted on principal loan repayment but continued to service interest
payments. On 8s May,2020 KPRL released depreciation recoveries of t(shs 380M to the
Banks. The depreciation recovery was invoiced to KPC and paid in accordance with the
terms of the KPRL-KPC lease agreement The funds were applied against principal loan
repayment. Subsequently, depreciation recovery is invoiced quarterly and the proceeds
applied against the principal loan repayment This is an interim arrangement pending full
restrucuring ofthe bank loans. On l$a fily 2024,the KPRL Board approved restructuring
ofthe KPRL loans and the restructuring process is currently on going.

29. Short term lorns from GoK

30. Cash Advance from KPC

KPRL facilities are currently leased by KPC. In addition to the monthly expenses recovered
from KPC every month, KPC advanced KPRL tGhs 80M in February 202d IGhs 81M in fune
2024 and Kshs 162M in the prior years to further support KPRL/KPC lease operations.

9451Balance at the bednnine ofthe Year 1,634 94
0Additions durins the year 0
0ReDavment durins the year 0

1,634,915,444Balietrc€ et etrd ofYear 1,634,9+5,M4

I: - 1,.., -': .!= YtJE'1ilt$ElEHf-,L -aTtri-l-i rlii-l',tl-. I -!.i r'!L'J

80.000,000Balance at the beEinning of tle Year 162,000,000

Additions durins the vear 161,100,5s8 82,000,000
0ReDayment durinq the vear 0

162,000,000Bala.Dce at end of the year 323,100,558
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Notca to the Fimnciel Strtements (Continued)

31, Trade end Other Pryrbles

KPRL is still holding dead stock [un-pumpable nnished products) belonging to Oil Marketint
Companies hence the provision for interest on the working capital associated with these
stocks. This matter is tied to the resolution ofthe yield shift

Aging Andyris for Trrde rnd otter Payeblce

Trade oayables 276,3L3,674 184,083.512
Accrued exDenses L46,446,351 117,435,4L3
Retention/ Contract monies 7L.225.072 7.478.590
DeDoslts 1,266.050 1.266,050
Employee oayables 1,02s,57 4 1,057,945
Other payables fProvision for Interest on dead stock) 0 L,460,342,873

Total +36,276,722 L,77Lft64,383

Under one vear 186,739,?43 43% 2.4L,t40,208 L4%
1-2 years 11.001.470 3% 53,600 0%
2-3 years rs,942,438 4o/o 0 0%
Over 3 vears 222,593,577 s1% 1,530,470,575 86o/n

Total 436276,722 100% L,77t,664383 100%
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Not€6 to the Fln.rciel Stetements (Continued)

32. Retircment Benefit Obligations

KPRL operated a funded defined benefit plan for its full-time employees until 31* December
2016. The employees were contributing at a fixed rate of 5% of pensionable emoluments.
The company was responsible for the balance ofthe cost ofthe benefits ofthe fund. From 1$

January 2017, the company established a Defined Contribution (DC) pension scheme for its
members. Pensioners under the Defined benefit fund were bought out by an insurer.

Active and deferred members joined the DC scheme and transferred their fund benefits to
the DC scheme. Employees contribute 10% while the employer contributes 20% of basic
salary, Employer contributions are recognized as expenses in the statement of ffnancial
performance within the period they are incurred.

The company also contributes to the statutory National Social Security Fund (NSSfl. This is
a defined contribution scheme registered under the National Social Security AcL The
company's obligation under the scheme is limited to specific contributions legislated fuom
time to 6me and is currently at Kshs 2,160/- per employee per month with effect from
February 2024.

33. KPRL Pencion Trust Limited

34. Proviciooc

10,000,000As at beslnnins ofthe vear 10,000,000
0 0Addidons

0Dislosals 0

10,000,000 10,000,000At end ofthc yeer

Balance at besinnins of the vear t4,783,6L5 73,083,252
0 1,700,363Addidonal provlsion

(3s.1261 0L€ave Daid out or utilised durins the year
0Chanse due to discount and time value for money 0

u,744/IA9 14,7A3,615Balance at end of the year
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Noaes to the Finrncial Ststements (Continued)

35. Notes to the Statement ofcosh Flows

w 2023t2024 F\Z02Z/?O23
Des6lpUon lGhs I(shs
(a) Reconcllladon ofop€radng proflt/0oss) to cash
generatd from/(used ln) operauons

Profit/(loss before tax (106.533.214.) (634,927.485\
DeDreciation 208,405,678 213.297.t72
Amortisation 168.167 212.546
Gain from Disposal of fixed assets t841,1501 0
Provision for impairment on Redundant Assels 7.566.914.647 0
Operadng proflt/(loss) before worldng capltal
changes L66A,tL4,tzA t42tAt7,76n

fl ncrease) /decrease in inventories f904.098) 12,258,343
(lncrease)/decrease in h-ade and other receivables (7A,526,542) (44.642,065)
Increase/(decrease) in trade and other payables r1,335.387,659) 3t7 ,255,426
Increase/(decreasel in retirement benefi t oblications (77 .987.792) (24.287 .922)
Increase/(decreasel in Drovision for stafrleave oav r3s.1261 1,700,363
Cash cenerated from/(used lnl oDeradons t7 s,272,9Lt (163,127,6221

(b) Analysls ofdnnres ln loans
Balance at beginning ofthe Deriod 1,939,201,551 1,783,66t,690
Receipts during the period 0 0
Repayments ofdomestics borro$'ings during the period
fCPP Term loanl (43,897,374) (57,292,525)
Movement in Bank Overdraft durins the quarter (73,12r,266) t28,383,607)
Forelan exchange losses /(cainsl (111.826,955) 24t,216,O93
Balance at end of tte y€ar 28 L,770,356,056 1,939,201,65L

(cl Analvsis ofcash and cash equiyalents
Bank overdraft- CBA KES 28 (351.614.745 ) (357.913.397)

Bank overdraft- Citi bank KES 28 (r?2,789,449) ( 143,550,251)
Bank overdraft- Citi bank USD 28 (206,416.042) (223,890,432)
Cash at bank 23 53,038,600 5,O72,123
Cash in hand 23 492,SOl 355,856

Balance at end of the vear rc3?.2A9.1361 (7 t9.926.102)
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Notes to the Financial Strtements (Continued)

35. Notes to the Statement ofCash Flows

36. Going concern

Going Concern Status of KPRL
The going concern principle is the assumption that an entity will remain in business for the
foreseeable future. While the lease agreement was a transitional arrangement, the
acquisition of KPRL by KPC on 27th 0ctober, 2023 has significantly addressed the
uncertainty about the going concern status of KPRL. Government of Kenya (GoK)

intervention is expected to enhance petroleum supply chain infrastructure and thereby
result in security of supply and cost-efficiency through reduced demurrage costs and
enhanced penetration of LPG usage in the country through the development of LPG bulk
import handling and storage facility. This will enhance efficiency and also foster synergy in
the petroleum value chain by optimizing the use of our existing downstream petroleum
infrastructure.

The current liabilities (Kshs 4.189bn) exceed current assets (Kshs 1.698bn) by Kshs 2.491bn
due to outstanding short-term loans from GoK, KPC advance, bank overdrafts and CPP term
loan which was converted to a current loan after default. In May 2020 KPRL began partial
repayment of the bank loans using depreciation recoveries from KPC as provided for in the
lease aSreement.

Both the Shareholder (KPC) and KPRL boards approved the restructuring ofthe outstanding
bank loans. The CPP term loan will be restructured to a maximum tenor of 3 years. The
process for settling bank overdrafu is under negotiation pending recall of the sponsor
surplus invested in the Kenya Petroleum Refinery Defined Contribution (KPR DC) Pension
fund. This process of restructurinS and or settlement of the outstanding bank loans is
ongoing and is expected to be concluded before 3Oth fune, 2025.

w202312021 w20221202?
lGhs IGhsDcs.rlDdon

(d) Analysls ofinterest Daid

726,575,711lnterest expense on loans "t54 ,995 ,221
82,37 7,362lnterest expense on bank overdrafts 106,978,54',t

20a,947,O72Total lnterest paid 26t,973,762

te) Analysis ofdividend pald
0Balance at beginning of the year 0
02021 dividends paid 0
02022 dividends paid 0
02023 interim dividends paid 0

0Balance at end o[ the year 0

I
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Notes to the Financial Statements (Continued)

36. Golng concern (continued)

During FY 2023/24 the company continued to operate under the KPRL/KPC Lease
Agreement which was entered on 2Oth March, 2017. This lease agreement is transitional until
the transition towards full integration of KPRL and KPC is completed. Consequently on
4th October,2024 and 6th November, 2o24,both KPC and KPRL respectively passed board
resolutions to extend the lease agreement until the implementation ofthe post acquisition
integration plan is completed. Thus, KPRL operations and financial obligations are funded
by the Shareholder (KPC) through the lease agreement.

37. Yield Shift

In the normal course of business the company's contracts with oil marketing companies
under the toll processing arrangement allowed for a difference between the programmed or
expected yields under controlled and stable conditions [as defined in the refinery data book)
and the actual yields achieved in a given period. This difference is referred to as yield shift
because the Ioss in one product (the refinery fuel and loss is recognized as a yield) is reflected
as a gain in another without any loss ofmass. The company and the Oil Marketing companies
("OMCs") operating in Kenya engaged Deloitte Consulting Limited (DCL)to conduct a
forensic audit of the company's toll stocks and proposed yield shifts for the period March
2002 to August 2012 under the directions ofthe Ministry ofEnergy ("MoE") to ascertain the
actual yield shift. The MOE also requested, as a special deliverable because the processing
agreement is based only on mass balance, that the forensic auditor value the yield shift.

Based on the findings of the report, there was indeed a difference between programmed
yields and actual yields. The value of yield shifts for the period was valued
KShs 7,174,097,7 76 out of which KShs 3,515,911,534 was yet to be reflected in OMCs
statements. The forensic auditor recommended that both KPRL and the OMCS adiust the
stock balances to reflect the yield shift and that industry-wide discussions be held on how
the losses would be borne.

However, having regard to the explicit provisions of the Processing Agreement and legal
advice received, the directors are of the opinion that the company is not liable for losses
arising from yield shifts under the toll processing agreements"

On 3d October 2024, Ministry of Enerry & Petroleum communicated to KPRL the GoK policy
decision regarding the resolution ofthe Yield Shift legary matter which has been pending
since the year 2017, The decision of the Government is to pay Refinery Users (OMCs) the
pending Yield Shift claim of KShs 3,515,911,634 as per the DCL report and subsequent
approvals /concurrence by The National Treasury and Attorney General Office.
Consequently KPRL initiated the process of settling the Yield Shift claim and is expected to
conclude the process before 3Oth 1une,2025.
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3E. Related Party Disclosures

Governmeut of Kenye

The Government of Kenya is the principal shareholder of the Kenya Petroleum Refineries
Limited, holding 1007o of the company's equity interest. The Government of Kenya has
provided full guarantees to all long-term lenders ofthe entity, both domestic and external.
Other related parties include:

i) The Ministry of Energr and Petroleum
iD County Government of Mombasa
iiD County Government of Kilifi
iv) Kenya Pipellne Corporation
v) National Bank of Kenya
vi) Key management
vii) Board of Directors
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Transrctions with related parties

The Table below shows the breekdown ofother urchsses from Government entities.

FV 2021124 w2022123
IrcrcrlDdon IGhg I(shs
a) Sales to related Dardes
Sales ofelectricity to govt agencies 0 0
Rent income from KPC 7.656.220.534 t.4zt,065,936
Water sales to govt asencies 0 0
lnterest income from govt commercial banks 0 0
Interest income from bills and bonds 0 0
Others 0 0
Total r,6s6,220,534 1,421,o6s,936
b) Purchases from related Dardes
Purchases of electricity from KPLC 720,393,576 110,887,075
Purchase ofwater from govt service providers 15,290,322 lt,621,735
Rent exoenses paid to govt aqencies 8,606,240 6,49t,779
Trainins and conference fees Daid to sovt. Asencies 6,162,455 1,448,016
Bank charses oaid to sovt commercial banks 0 0
lnterest expense to investments by other sovL Entities 0 0
0thers-Licenses/Armed Security/Audit Fee/Consultancy/
Milk/LPGlCaterins 25,587,522 3t,679,382
Total 176,034,S15 162,067,392
c) Grants from the govenrment
Grants from national govt 0 0
Grants from counfy government 0 0
Donations in kind 0 0
Total 0 0

d) Expenses incurred on behalfofrelated party
Payments ofsalaries and wages for emDloyees 0 0
Payments for goods and services 0 0
Total 0 0

e) Key manasement comDensatlon
Directors' emoluments 0 0
ComDensation to key manasement 61,554.449 60,347,47 L

Total 61,s54,449 60,347,A7t

DBlrlbtlon I(shi rchs
Purchase of Milk/Water/LPG- from KCC/TUM/N0CK 9,051,544 2,805,043
Advertisements-Covt. Advertisi n g Agency 702,796 7,527,787
Licenses-N EMA/NTSA/DCI. County Govt /KPA 6,263382 1,367,424
Audit Costs-Office ofthe Auditor ceneral 5,172,400 2t,551,724
Administration Police- (Armed Security) 4,392,000 4,380,000
Totel 25,'At,SZZ 31,619,382
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39. CepltalCommitments
Capital commitnents at the year-end for which no provision has been made in these financial
statements arc:

Amounts authorlsed and contracted for 0 0
Amounts authorized but not conEacted for 0 0
Less: Amounts included in work in Drogress 0 0

0 0

4l). CotrtingeDt Arsets end Lirbilitics

Contitrscot Alre6

Continsent Li.bilitles

In the opinion of t}le directors, no provision is required in these financial statements as
the liabilities are not expected to crystallize.

lnsurance reimbursements 0 0
Assets arisins from determination ofcourt cases 0 0
Reimbursable lndemnities and suarantees 0 0
Receivables hom other qovernment entities 0 0
Relmbursable performance bond 1,586,668 0
Receivables Fom 0livine 5,545,564 0

0Total 7,1323,32

Court case bv Total fIO Ld asalnst KPRL fReiected Crude Oil] 233.148,600 252,9+2,300
Court cases by County Government ofMombasa agalnst KPRL
fland Rates matters) 64,570,610 L20,728,230

Bank cuarantees in favour of3rd parties 505,2?2,344 505,222,3+4
Contincent llabllldes arisins from contracts includinc PPPS 0 0
Disputed Tax Assessmentby KRA 380,629,000 427,286,374
DlsDuted Tax demand by KRA 1,633,968,000 1,633,968,000
Others- Lesal fees & Damage claims asainst KPRL 0 0
Total 2,AL7,538,55+ 2,934,117,248
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41. Financial Risk Management

The entity's activities expose it to a variety of financial risks including credit and liquidity

risks and effects ofchanges in foreign currency. The companl''s overall risk management

programme focuses on unpredictability of changes in the business environment and seeks

to minimise the potential adverse effect of such risks on its performance by sening

acceptable levels of risk. The company does not hedge any risks and has in place policies

to ensurc that credit is only extended to customers with an established credit history.

The company's financial risk management objectives and policies are detailed below:

(i) Credit risk

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

to pay amounts in full when due. Credit risk arises from cash and cash equivalents, and

deposits with banks, as well as trade and other receivables and available-for-sale financial

lnvestments

Management assesses the credit quality ofeach customer, taking into account its financial

position, past experience and other factors. Individual risk limits are set based on intemal

or extemal assessment in accordance with limits set by the directors. The amounts

prrsented in the statement of financial position are net of allowances for doubtful

receivables, estimated by the company's management based on prior experience and their

assessment of the current economic environment.

The carrying amount of financial assets recorded in the financial statements representing

the entity's maximum exposure to credit risk without taking account of the value of any

collateral obtained is made up as follows:

50



Kenya Petroleum Refineries Limitcd
Annud Repo rt end Financial Strtementr for thc yeor ended 30t Ju.ac 2024
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Crcdtr Rblc (Contlnued)

The customers under the fully performing category arc paying their debts as they continue trading.

The credit risk associated with these receivables is minimal and the allowance for uncollectible

amounts that the company has recognised in the frnancial statemenB is considered adequate to

cover any potentially irrecoverable amounts. The entity has signifieant concentration ofcredit risk

on amounts due from Oil Marketing Companies and Kenya Pipeline Company Limited (KPC).

The board ofdirectors sets the company's credit policies and objectives and lays down parameters

within which the various aspects ofcredit risk management are operated.

At 30 lune 2024

84.584.062 r52.469.993
Receivables from exchange
fansactions 568,194,144 330,740,089
Receivables from non-exchange
ransactions 0 0 0 0

Bank balances 53.531.100 53.531.100 0 0

1s?,a69,993Total 62t,725,245 3U27l,Lgg a4sa\o62
At 30 lune 2023
Receivables from exchange
h"ansactions 489.667,602. 278,022,726 58,774,483 t52,869,993

0 0 0 0
Receivables from non-exchange
transactions

Bank balances 5,427,975 5,427,978 0 0

152.869.993Total ,195,095,580 243,+50,704 s4,774,843
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ti) Liquldity risk Drn.gcment

Ultimate responsibility for liquidity risk management rests with the entity's directors, who

have built an appropriate liquidity risk management framework for the management of

the entity's short, medium and long-term funding and liquidity management requirements.

The entity manages liquidity risk through continuous monitoring of forecasts and acoal

cash flows.

The table below reprcsents cash flows psyable by the company under non-derivative

frnancial liabilities by their remaining contractual maturities at the reporting date. The

amounts disclosed in dte table are the contractual undiscounted cash flows. Balances due

within 12 months equal their carrying balances, as the impact of discounting is not

significant.

At 30 Iunc 2024
Trade oarrables 268.1A9.976 53.171.000 129.744236 45L,025,2L2

3.405.301.499
Curr€nt pordon of
bormwings 0 0 3,'105,301,499
Provisions 0 0 0 0

0 0 0 0Deferred income
0 0 0EmDloyee benefit obuiauon 0

3f'56.t26,7LLTotel z@,Lo9,976 53,171,000 3,535,0,[5,735
At 30 lutre 2023
Trade oavables t67.686.007 3L.346.266 tz7.072.85+ 326.105.127
Current portion of
borroMngs 0 0 3,57 4,L47 ,094 3,57 4,t47,O94
Provisions 0 0 L.460342$73 L,+60,342,873
Deferred income 0 0 0 0

0 0 0 0EmDloye€ benefl t obllsation
Total L67,686,007 3L,346,?.66 5,L6L,562f.2t 5,360,595,094
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(iiD Market risk

The board has put in place an intemal audit function to assist it in assessing the risk faced

by the entity on ar ongoing basis. evaluate and test the design and effectiveness of its

intemal accounting and operational controls.

Market risk is the risk arising from changes in market prices. such as interest rate. equity

prices and foreign exchange rates which will affect the entity's inconre or the value of its

holding of financial instruments. The objective of market risk management is to manage

and control market risk exposures within acceptable parameters, while optimising the

retum. Overall responsibility for managing market risk rests with the Audit and Risk

Management Committee.

The company's Finance Department is responsible for the development of detailed risk

managemenl policies (subject to review and approval by Audit and Risk Management

Comminee) and for the day+o-day implementation of those policies.

There has been no change to the entity's exposure to market risks or lhe manner in which

it manages and measures the risk.

a) Foreign currency risk

The entity has transactional currency exposures. Such exposure arises through purchases of

goods and services that are done in currencies other than the local currency. Invoices

denominated in foreign currencies are paid after 30 days from the date of the invoice and

conversion at the lime of payment is done using the prevailing exchange rate.

The carrying amount of the entiB,'s foreign currency denominated monetary assets and

monetary liabilities at the end ofthe reporting period are as tbllows:

Ir.sdDdon
Oftcr.[rttrldat Tot l

lGht l(rhs IGhr
At 30 lune 2024
Finaucial assets
lnvestments 0 0 0

Cash 47 ,48t,690 6,O49,41t 53,531,100
Debtors 365,4A4,467 49,839,684 415,324,151

472,966,157 5S,889,094 468,855,251
Flnancial liabllldes
Trade and other payables 4r2,996,992 38,O2A,22O 451,O25,212
Borrowings 2.119.349.639 1.285,951.861 3.40S,301,500

2,532,346,631 1,323,980,081 3,455,326,712

Net foreisl currencv asset/0iabiliw) (2,ttg 3AO,47 4l (L26A,O90,9471 (33A7,47,.,4611
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a,) Foreign currcncy rir,k (contlaued)

The entity manages foreign exchange risk form future commercial hansactions aod recognised
assets snd liabilities by projecting for expected sales proceeds and matching the same with
expected payments.

At 30 June 2023
Flnlnci.l Allct3
lnvesttreots 0 0 0
Cash 52t4,462 213,496 5.427.958
frcbtors 328,75t.875 8.045.733 336,797,fi8

333.966J37 8259229 342223.367
Fitrsncid Lirbllitica
Trade 8nd Othcr Payables 302.973.66r 8.347.848 3l 1,321.s08
Borrowings 2,t36,409,092 | ,437,738,002 3,574,t47,094

2.439.382.751 1.446.085.850 3.885.468.602
Nct Foreisn Cuncncy AsseV(Liability) (2.105.{16.416) $.437.r,,6.670',1 (3.r{3r43.036)

54



Kenyr Petrcleum Refineries Limlted
Annual Report gnd Firancid Stetements for the yeer ended 30s June 20114

Notes To The Finrncid Strtemen8 (Continued)

b) Foreign currcocy Eensitivity stralFis

The following table demonstrates the effect on the company's statement of comprehensive

income on applying the sensitivity for a reasonable possible change in the exchange rate of

the three main kansaction currencies, with all other variables held constant. The reverse would

also occur if the Kenya Shilting appreciated with all other variables held constant.

e) Intcrtst rrt rbk

Interest rate risk is the risk that the entity's financial condition may be adversely affected as a

result of changes in interest rate levels. The company's interest rate risk arises from bank

deposits. This exposes the company to cash flow interest rate risk. The interest rate risk

exposure arises mainly from inlerrest rate movements on the company's deposits.

i) Management of interrst rate risk

To manage the interest rate risk, ma[agement has endeavoured to banl with institutions

that offer favourable interest rales.

20i21
lff/o (57E265) 0Euro

GBP lOo/o (2'6.t67\ 0
0USD lU/o (272,901249\

2023
0Euro tv/o (34,32 r.751)
0GBP lff/o 201,340

l0o/o (235.191.258) 0USD
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ii) Sensitivityanalysis

The entity analyses its interest rate exposure on a dynamic basis by conducting a sensitivity

analysis. This involves determining the impact on profit or loss of defined rate shifts. The

sensitivity analysis for interest rate risk assumes that all other variables, in particular foreign

exchange rates. remain constant. The analysis has been performed on the same basis as the prior

year.

Using the end ofthe year figures. the sensitivity analysis indicates the impact on the slatement of

comprehensive income ifcurrent floating interest rates increase/decrease by one percentage point

as a decrease/increase of Kshs 17 ,703,5611- (2023: Kshs I 9,392,0 t 6/-). A rate increase/decrease

of 5% would result in a decrease/increase in profit before tax of Kshs 88,517,805/-(2023 - KShs

96.960,083/-)

iii) Fsir vslue of financiel esse& end liabilities

d) Financial insiuments measurcd al lair value

Determination offair value and fair values hierarchy

IFRS 7 specifies a hierarchy of valuation techniques based on whether the inputs to those

valuation techniques are observable or unobservable. Observable inputs reflect market data

obtained liom independent sources: unobservable inputs reflect the company's market

assumptions. These two types of inputs have crcated the following fair value hierarchy:

i) Level I - Quoted prices (unadjusted) in active markets for identical assets or

liabilities. This level includes listed equity securities and debt instruments on

exchanges.

iD Level 2 - Inputs other than quoted prices included within Level I that are

observable for the asset or liability, either directly (that is. as prices) or indirectly

(that is, derived from prices).

iii) Level 3 - inputs for the asset or liability that are not based on observable market

data (unobservable inputs). This level includes equity investments and debt

instruments with significant unobservable components. This hierarchy requires the

use of observable market data when available. The company considers relevant

and observable market prices in its valuations where possible.
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The following table shows an analysis of fmancial and non-financial ins'ruments recorded at fair

value by level ofthe fair value hierarchy:

There were no tmnsfers between levels l, 2 and 3 during the year.

Fiaanciol ins,,amcn6 not neaued ol lab volue

Disclosures of fair values offurancial insfruments not measupd at fair vslue have not been made

because the carrying amounts are a reasonable approximation of their fair values.

Finencirl r.llcts
0 0Ouoted equity invesftients 0 0

Non- llnenclal arrcts
0lnvestment DroDerty 0 0 0

0 0Land and buil.linqs 0 0
0 0 0 0

At 30 Jure 2013
FlnrDdrl i.rct3
Ouored eouitv invcsfiicnts 0 0 0 0
Notr- fitrrrcid ir,rsts

0Inv€stment DroDcrO 0 0 0
0 0 0 0Land and buildinrs
0 0 0 0
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iv) Capitel Risk Menagement

The objective ofthe company's capital risk management is to safeguard the Board's ability to

continue as a going concem. The entity capitEl structur€ comprises ofthe following funds:

42. Incorporetion

The company is incorporated as a limited liability company in Kenya under t}le
Companies Act Chapter 17 ofthe Laws of Kenya and is domiciled in Kenya.

Evetrtr rfter the Reporting Period

'l'herc were no nraterial adjusting and non-adjusting events atler the reportinB period.

13.

0Revaluation reserve 0
r383,425,5391Retained earninss (474,549,442)

736,000,000Share Caoltal 736,000,000
144,000,000Share Premlum 144,000,000

496,574,46tTotal Funds 405,450,558
3.405.301.500 3,574,t47,096Total Borrowinss

(5,427,978)Less: Cash and Bank balances (s3,531,r00)
3.351.770,400 3,368,7 L9,177Net Debt/fExcess cash and Cash Equivalentsl

AZTVo 7tgVoGcarlnr
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,14. Appendicec
Appcldir I: Implcmentetiotr St tus ofAuditor-Generrl prior yelr recommendetions
The following is the summary of issues raised by the external auditor, and management comments that were provided to the auditor.

Neme: Signed

Dete: W I

!E

1
Materlal uncertainty
reladng to GolnS concern

XPRJ. became r wholly owned subsidlary of KPC wlth etrect ftom 27b Octob€r, 2023. Durhg
FY 2023/24 the company condnued to operate under tle KPRL/NPC Lease Agreement whldr
was entered on 204 March, 2017. Thls lease agreemeot ls a transldonal arrangement u[dl
the transldon towards fuU itrteSradon of KPRL and KPc is completed. consequently on 40
October,2024 and 60 November, 2024, both XPC and KPRL resp€ctlvely passed board
resoludons to extend the lease a8reement uldl the implementauon ofthe post acquisition
tnteSradon plas is completed. Thus, XPRL op€ratsons aod ffDanclal obllgatioff ar" fulded
bv the Shareholder IKPCI throudr the lease etreemenL

Golng
CollterD Rlsk
sigDiflcantly
reduced

Dona2
Reflnery a$ets not
ass€ssed for tmDalrment

Provirlotr for lmpalrmeBt rvas dotre lll FY2023/24

Incluslon of Non-Capltal
Erpenses ln Work tn
Prosress

Provislon for impairmeBt doue i! FY2023l2,1 Dorte3

Obrolete Inventorles Proytslon for lmDairment of obsolete stocks was done in FY 2023124 Dotre4

Process to be
collcluded
before 30
lure, 2025

5
Unresohed Yleld Shlft
Varlances

On 3'd October 2024, Mir stry ofEner!0r & Petroleum commudcated to KPRL the CoK poltry
dedsion regrrdinS th€ resoludotr of the Yleld Shlft legacy mafter whtch has beer perding
slnce the year 2012. The declrlon of the GovernmeBt is to pay Reflnery Users (OMCS) the
petdlllg Yleld Shlft clall[ of t6hs 3515,911,634.00 as pcr the DcL report and subsequent
approvals /co[curreoce by The Nadonal Treasury aod Attomey G€oeral Omce.
Consequendy KPRL lnldated the process of s€tdLrg tie Ytcld Shlfr clalm and ls expected to
conclude th€ Drocess before 306 lule, 2025.

f,oaaeo
6

Varlauces between KPRL
Rrve[ue and KPC l€ase
recoverv Records

The varlance relat4s to expetrses lncurred by KPC and booked in KPC ledSer, Those are KPC

ero"nses not KPRL erpensn l.\ I Ltt,-Y

Accounting Offtccn Ag. Chief E Officer
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Appendk tr: ProJectr tunplcmentd by XPRL
ProjGctc

lcmontod the Stxe SAGAFUdd

2 vears N/A No Yes
Not
aoplicable1

1he lnsallatlon ofPipework, Pumps and 0tter
Works at KPRL Changamwe and Kipevu Oil
Terminal. Mombasa.

Yes
Not
aoolicable 2 yeet: tvA No

Completion of Upgrade of Truck loadlng hcility
.t PSl52

No Yes
Not
apolicsble 2 yeans N/AFire Tender3

Not
aoolicable 2 yeers N/A No Yes4 KPRL R22 Refrirera[t alr-coaditioninr svstems

Not
soolicable 2 vcars N/A No Yes5 lndustrial Vacuurn Tanker (Gullsy Sucker)

N/A No Yes
Nor
applicable 2 year6 ReDlacement of utilities air compressor

2 vears N/A No Yes
Nol
aoolicable7

Replacement of 3 Primary and 3 Disast r
R€covery Data Centres Servers, 6 IAN Base POE

Swltches and Associated Devices

N/A No Yes
Not
aoplicable 1 years8

Power supply ofKPRL Fire water pump (PS 15)
from subst don No.3

No Yes
Not
aoolicable 2 years N/AReDlacem€nt of Automa6c Distillation unitsI
Not
aoolicable 1 yGaB NiA No Yes

Replac.m€nt ofAGO Cold Filter Plugging Polnt
CFPPAnalvser10
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Not
aoolicable I y.al1s N/A No Yes11 Staff ParhEs sheds

Not
aoolicable 2 vears N/A No Yes72 Reolacement of Automadc D€nsiw Meter

Not
aoolicable 2 ycars N/A No Yes13 ReDlacem€nt of McruaDtan SulDhur Titrator

Yes

Replacem€lt of 30 Entarprise Desktop
Computers completo with Uninterruptible
Power Suoolv (UPSI Unlts

Not
aoplicable 2 wars N/A No74

N/A No Yes15 P652 Motor ReDlacemeot

Not
aDDlicable 2 years

Yes
Not
aoolicable 2 y€eE N/A No15 Replacement of Hydroge[ EEs renerator

Yest7

Purchase of 100Nos Ofiice chairs; 2pc Executive
chairs; 5pcs MarEgement Chairs Hlgh back;
2 lpcs High bsck Chalrs for HODS; 50pcs
Mldback Chalrs for Supervlsorsi 32pc visltors
Chairs: 2ocs Cofree tables for ReceDtion

Not
aDolicrble 2 years N/A No
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Kenyr Petnoleum Retnerier Limlted
Annnel Report end Fhencid Statements for thc yeer eoded 306 Jule 2024

Strtuc of Projeca completion

2 years t09.212.343 109,212,313 Mar-23 ,113,432,000 ro9,212,343
KPC/KPRL
Lease1

The lDstallatioo of Pipework, Pumps aad
odrer Wo*s at KPRI Changamwe and
Kipevu Oil Termiual, Mombasa.

83.729.609 lun-24 85.427.000 83.729.609
KPC/KPRL
Leas€2

Completion of Upgrade of Truck loading
facilitv at PS15 2 years 83,729,609

KPC/KPRL
Leas€2 vears 0 Ongoinr 53,078,020 03 Fire Tender

2 years r0.2t2,292 OBroinE 39.320,578 0
KPC/KPRL
Lease4

NPRL R22 Rekigerant ai r-conditioniBg
s$tems

0 Onsoinc 27.582.898 0
rPC/KPRL
Leas€5

lndustrial Vaorum Tanker (Gulley
Sucker) 2 years

0 Onsoins 24.000.000 0
KPC/KPRL
Leas€6 ReDlacement of utillties alr comDressor 2 vears

0 Onsoins 23,743,44O o
KPC/XPRL
Lease7

R€placemetrt of 3 Primary end 3 Disaster
Recovery Data CeBtres serveE, 6 LAN
Base POE Switches snd Associated
D€vices 2 years

I years 19,,186,115 19,486.115 May-24 20.000.000 19.486.115
KPC/TPRL
laaseI

Power supply of KPRL Fire water pump
ft5 lfl hom substadon No.3

0
KPC/TPRI
Lease9

Replacement of Automadc Disdllation
Units 2 years 0 0 16,000,000

1 y€ars 7,2Aa,t37 7,288,137 Iun-24 9,000,000 7,288,737
KPC/KPRL
Lease10

R€placement ofAGO Cold Filter Plugging
Point CFPP Aralyser

I years 4.100390 4.100.390 Iun-24 5.000.000 4.100390
KPC/KPRL
Leasel1 Staff Parkins Sheds

0 oncohc 5.000.000 0
KPC/KPRL
leaset2 Reolacement of Automadc DeNity Meter 2 years 0
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Kenyr Petroleum Rcfilertec lj[itcd
AuudRcport ud Flnanciel Sutcnctrtr for thc yrar cndod 304 Julc 20j!4

oncoitrs 5.000.000 0
KPC/rpRL
taasG2 yeers 0 013

Replacem€nt of Mercaptan sulphur
Tltetor

4.350.000 0
KPC/XPf,.L
Lers62 yeel'ls 0 0 omolnq!4

R€plrc€ment of 30 Enterprbe Dcsktop
Computers complcte widt
Unintemrpdble Power $pply (UPS)

Units

4.091.,[36
KFC/I(PR!
I4age2 years 4.091136 4.09t436 Aor-21 4,200,00015 P652 Motor ReDlscemeDt

0
l(Pc/xPRL
L€ase2 years 0 0 4.000,00015 ReDlacametrt of Hydnoretr sas Eene6tor

0
KPC/roRL
Lcase2 vears 0 0 Onsoins 2,500,000t7

Pur.hase of l(XrNos Offce chairc; Zpc
Erec1rtive drairq 6pes lttlarageBent
Chans Hith bad$ 21pG HiSh bed( Chairs
for HODS; sopcs Midbadt Chairs for
Supervisors; 32pc vlsltors Chairs; zpcs
Cofie€ tables for Recefiion
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fayr Pcnroknu nofiucri:r IJnthd
AlnEsl ncport md ftuedrl St*erooa fo,r tte yolr erdcd 304 Jlao 2lD2l

Ail.rdL ry: Tru{err F!0[ Ott.r Govcrtlcrt Ertltlt

li[irdstry of Enerry ard
Petroleum

t'lot
Aooli,cahle Rccurrtnt 0 0 0 0 0 0

0
Ir{tDlsW of Planning mat
Dealudon

!{ot
Aopllcable DovcloDmelt 0 0 0 0 0 0

Not
Aooldle Dono Fund 0 0 0 0 0 0USAID 0

t{fi
Aoollcabh Dlrsct PaBnent 0 0 0

Mhbtry of Plannlng and
De,rmludon 0 0 0 0

Tot l o 0 0 o 0 o 0
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IGnye Pctrolcom Refncries Limitcd
Artrud Rcport ead trlmnciel Stateretrtr for tte yelr ended 3@ June 2024

Appcndir V IntcnEntity Confirmetl,oo Lettcr

Nrme of Tnusfcrring entity... ,..........

Nrnc of Bclcficirry cotity...... ...... .

Rcmarts
Recunent (A) Development (B)

Totd
(CHA+B)Referencc Numbcr Date Disbursed

fot8l

I coafirm that thc amounas shown above arc conocr as ofthe date indicated.

EG.d ofAccounts llprrtDeDt - Dbblrslry Entity:

Ilrtc

DITG

IIG.d ofAccorrt DcprrtmeEt - Bcncfici.ry Ertlty:
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Keuyr Pctrohun Rcfnerier Liritod
Atrtrml Roport .!d Fhelctrt Steterncnb for lte yeer endcd 30t J!tre 2024

Appcndh VI: Reporting of Cllmatc Rclev.trt Erpcrditurei

K€nya Pcbol€um Refineries Limited
Telephone Numbcr: 072457 l02l 07 1358344 I
Email Ad&ess: refinery@kprl.co.kc
Name of Ag. CEO: Joselh B. Ndoti

Name aod contact d€dails of cotrtact pcrson (in cose of any clarifications) ... . .. . . . Ar rborrc. .. ...

N/A N/A N/A N/A N/A N/A N/A N/A N/AN/A
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Keoye Petroleu
Annuel Rcport

m Rcfinerice Limitcd
rnd Filarciet Stetcmentr for the yerr ended 306 June 2024

Appendir VII: Reportilg Dls.ster Menegement Erpenditurc

CommentsExpenditure
item

Amount
(Kshs.)

Progrunme Sub.
programme

Disaster
Tlpc

Category of disaster relatd Activity that
rcquire orpenditure rcporting
(response/recovery/mfi gztior/preparsdness)

N/A0 0N/A N/A N/A NiA
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