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ASA, KENYA

I

The

A I.JI.TNOIJAIL S,{NPPM"IG N,[idE N,TD

R.T'S AND F [N,ANCn,{n ST,{lf EME}{llS
itO T'HE YEAR. ENDED "['U}dE 30 20n9

COMP.AI{Y INF OR.MIA\TION

informration

was established under the Cornpanies Act (Cap aBQ on 2"d November 1987, At cabinet level, the

is represented by the Cabinet Secretary for Ministry of Transport, lnfrastructure, Housilg and Urban

wlro is responsible for the general policy and strategic direction of the conxpany

Prin Activities

The activity of the company is shipping.

The who served the company during the year were as follows:

D

1

2.

3.

4.

5.

6.

7.

8.

9.

10.

Mr. Juvenal J.M. Shiundu

Mr. Joseph Juma

Mrs. Esther I(oimett, CBS

Dr. I(arnau Thuge

Dr. Arch Daniel O Manduku

Ivft. Farid Almed Swaieh

Mr. Jacob Mwarua

Ms. Poline Kanyora

Capt. G Cuorno {'

Peter Reschke ** (Late)

** Gennan

Secretary
Ms ddraya Dena - KPA Corporate Secretary

- Chainnan - Appointed on 06.05.2019

- Ag.Managing Director - Appointed on 17.07.2013

- PS, State Dept. of Transport - Appointed 1,7.09.2018 (I(NSL's Transfer)

- PS, The National Treasury

- MD, Kenya Ports Authority

- Director - Appointed on72.10.2018

- Director - Appointed onl2.l0.20l8

- Director - Appointed on12.10.2018

- Director

- Director - Passed on, not yet replaced.

*

P.O.
(Kenya)
100

ed Public Secretary
88206 - GPO 80

MO SA

rate I{eadquarters
1t' , Cannon Towers II
M LOCK XXU43,,436 & 437
lvloi venue

ox 88206 - 80100P.O
MO
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n. KIEY COMP.{NY INFOR.I\.{,ATnON (comtimuned)

Corporate Comtacts
Telephone : (020) 23 0001 5 I 1 7, (+25 4) 7 00 5 1 0 592
E-mail: adrnin@knsl.co.ke
Website: wrary. htsl.so.ke

Corporate Bankers

Kenya Commercial Bank Limited
P.O. Box 90254 - GPO 80100
MOMBASA

Barclays Bank of Kenya Limited
P.O. Box 90182 - GPO 80100
MOMBASA

Frincipal Auditor

The Auditor General
I(enya National Audit Office
Anniversary Towers, University Way
P.O. Box 30084 cOP 00100
NAiROBI, KENYA

Principal Legal Advisers

The Attomey General
State Law Office
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya

Omondi Waweru & Company Advocates
P.O. Box 1606
MOMBASA
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L THE EOARI OI? DTRECTORS

a

o

o

O

a

a

a

o

1 L4r-. Juirenal J.\,4 Silundu

Chairman, Board of DL-ectors

I\4aster of Scierce in l,[,2:tiii :r,e
S afety Ariilini stration,
Bachelor of Science (F{ons),

lrTaval Alctutecture and Ship
building

)

) Dr. Kamau Thuge, EBS

Principal Secretary,

The National Treasury.

Doctor of Fhilosophy (PhD)

degree in Economics,

Master's degree in
Economics, Bachelor of Arts
(Economics) degree

J Mrs. Esther Koirnett, CBS

Principal Secretary,

State Department of Transporl

Masters ofBusiness
Administration,
Bachelor of Commerce

\,,|
l,L

4 Dr. Daniel O. Manduku

Managing Director,

Kenya Forts Authority.

Doctorate of Business

administration, Masters of
Business Administration,
tsachelor of Ar-chitecture (B

Arch) Degree ffi
5 It4r. Farid Ahmed Swaleh.

Director.

Business person

6 Ms. Poline Kanyora

Director.

Business person

4

I
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I THE B;C,AE-I OF DtrdECTOR.S (continued)

1 h4r Jacob ir4v,ran-Ia.

Director

Business iierscn

8 Capt. G. Cuomo

Director.

Business person

9 Mr Peter Reschke

Director. (Passed on, not yet

replaced).

Business person

10. Mr. Joseph Juma.

Acting Managing Director

MBA PGD, CPA (K), CPS
(K)

11 Mr. Tom Mokaya

Alternate Director, The National

Treasury.

Civil Servant

12. Mr. Julius Segera

Alternate Director, State Department

of Transport

Civil Servant

13. Ms. Addraya Dena

Company Secretary

Bachelor oflaw (Hons)
Degree and Diploma in Law
from the Kenya School of Law

Certified Public Secretary
(Kenya)

14 N4r. Stephen Kyandih

Company Secretary RePresentative

Bachelor oflaw (Hons)
Degree and Diploma in Law
from the Kenya School of Law
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m llHE tsO.{R.D OF DIIR'ECT'OR'S (contimued)

ard Committees

Members
ame of the Committee

1. Mr. Issa Muslim

2. Mr. Tom MokaYa

VIr. Farid Swaleh

I\lr. Jacob Mwarua

5

4

and General PurPose Committee

1. Mrs. Esther Koimett, CBS

2. Dr. Arch Daniel O. Manduku

3. Ms. Poline I(anYora

and fusk Committee

U



I{trI\rYA I.,r,q-TIOI.lrL SHIDPtrIG Ltrrltr LTD

IttrPO RTS AIrD Ir[],IAI'JCIAL STATtrI\{trI'lTS
]PO]R. TIfrTT VEAIR trN]D,ED .ruINtr si0, 20N9

a

]- I\/tA].iiAGEIWtrNT ]I]EAIT4

1 It/u. Joseph Jurna

Acting Idanaging Dtr ectar I

Chief Accountant

i,@A, PGD, CF.6'(I{-),

cP,sG{)

2 IvIr. Gerald Kamau

Cost Controller /

Administration Manager

Bachelor of Aits -

Economics, CPA(K)

3 Mr. Joseph Kinyua

Container Control Manager

Higher Diploma - Shipping

Management

4 Mrs. Rollyn Chebosi

Management Accountant

Bachelor of Business

Administration -

Accounting, CPA (K)
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a

I\/. CILAIRITJAN'SSTATEI{E]rIT

The Chairnran rryishes to present tire financial statements ior tlie year ended June 30, 2019

The company registered a loss of Iishs 46.99 nrillion and iGhs 42.83 million for the year ending 30 June 2019

and year ending 30 June 2018 respectively. The Company perfornrance was affected by lack of service

provision.

The Government is cornmi*edto restructure the Company under the Blue Economy sector, aprocess which is

undergoing. The Directors and Management are pursuing a number of strategies to ensure the Company retums

to profitable trading. These measures include revival of the company, partnering with a service provider,

resolving shareholding structure and developing a Business Plan in line with the restructure.

The short-term objectives of the Company are:

(i) To position KNSL as a preferred Company in leveraging our national status to attract new marlcet

opportunities.

(ii) To develop business models that rvill sustain the company.

(iii) To build high performing organization and improve work environment.

(iv) Provide our customers with competitive, efficient and consistent global shipping service,

KNSL Board is committed to upholding high standards of corporate governance. The day-to-day running of the

business ofthe company's system of internal control is bestowed on the Managing Director.

There were no governance issues among the Board or member of the Board and top management including

conflict of interest

,,':
'/' ,/ : - 'a{ 

u*

/ ,t_' l/ -^-
Juvenal J.M. Shiundu

Chairman; Board of Directors

B
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REPO R T'S AND FnlJ.r'l'JC na,L S T,';T E,lt'[EI'JT S

UR. THl0 YEAIR. EIdDED JUNE 30, 20119'

V. RIEPC'I{T 0'F Tli{E I\4.dNhGtrNG DIR-ECTOR

KNSL was fonr-ied in 1gg7 under the cornpany's Act and is the National camer of the I(enya Govenmrent' At

the tune, the Shareholders included the I(enya Govenrment through l(enya Porls Authority (lGA) with rnajonty

shar-es together with two foreign investors DEG and LTNIMAR. Later on in 1997 the company's shareholding

was re-org antzed to bring into the fold a strategic parlner Mediterranean Shipping Cornpany (MSC) tlirough

Hepvood Shipping Co. Ltd (fonnerly UAL) as an additional shareholder'

The company is based in Mombasa with a branch office in Nairobi and operates as a Non-vessel owning

Cornmon Carrier GrvOCC) which charters slot fi'orn Meditenanean Shipping Company (MSC). Also, KNSL

uses other shipping lines for cargo destined to various ports of the world. Aside fi'om the direct shipping

business, KNSL offers Agency and inland haulage services. KNSL is a Principal to various Agents spr:ead in

greaterparts of Europe, Mediterranean region and East Africa'

The cornpaly ships containerised cargo through MSC main-ly to European ports such as Felixstowe, Barcelona'

A,twerp, Hamburg, Bremen, Rotterdam, Le Havre, Lisbon and Lexoies. I(NSL also calls to other ports in the

world througlr other shipping lines though in a limited way'

a

i

a

a

a

o

The cornpany reported a loss of IGhs 46.99 million and I(shs 42.83million for the year ending 30 June 2019 and
O

30 June 2018 respectivelY

The overall indicatio, givenbythe financial position statement as at 30 June 2019 is that of negative net current

assets. This implies that the company carurot rneet, at least in the short term, its current obligations frorn the

existing current assets.

ln the year 2018/19, the company performed poorly due to below challenges

o

a(i)

(ii)

(iii)

(iv)

(v)

(r;i)

Withdrawai of service Provlslon.

Lack of own equipments.

Lack of supporliize poiicies and fiiendly legal regirne'

Lack of business supporl fi'orn Govemmeut'

Nanow porls of ca1l.

3utstairding ciel,ts.

a
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A NAT'NOT{A.N- SHINPPII\'IG N,NIVE L]ID

R.ITS .A}ID F'Md,A.NCN.{N- S T.AT'EME,NIIS
T'HIE YE.AR. ENDED .NUNE 30 20n9

OF' llHE M.A-NIAGD{G DIRECIIOR. (Comtinued)

, the Directors and management ale pursuing a nurnber of strategies to ensure the company returns to

table trading. These measures include:

Restructuring of the company.

partnering with a service provider - the company is in the process of seeking service providers to ensure

it offers global shipping services.

Resolving shareholding structure.

the expected implementation of above strategies, the financial statements have been prepared on the going

basis

uma
Managing Director

(i)

I i',



K,-E I'IYA I.TATtrOTI"TAL S HnP F II ItG L nl lE [, llD'

rR ]EFOIRTS AND Fm'l.AiNCnAn STA'T'EIMENT'S

)R. TlnE YEA'R. EI*.IDED JIJNE,30,20n9

W. COR-FO']RIITE GOVERNANCE ST'AltEI\{l0N1l

corporate govemance is the process and structure used to direct and manage the business affairs of the

Cornpany in order to enhance prosperity, corporate performance and accountability' KNSL Board is committed

to upholding high standards of corporate governance'

The day-to-day running of the business of the cornpany's systern of internal control is bestowed on the

Managing Director,

The role of the Board inciudes to:

a) Exercise leadership, integrity and sound judgement in directing KNSL to achieve continued prosperity;

b) Review, evaluate and approve I(NSL strategic business and operational plans and ensure that the company

has sufficient and appropriate resources to achieve its goals;

c) Ensure that effective processes and systems of risk management and internal controls are in place;

d) Review, evaluate and approve the overall organtzational structure, the assignment of senior management

responsibilities and plans for senior management development and succession;

e) Review, evaluate and approve the remuneration stnrcture of the organization;

D Adopt, implement and monitor compliance with the orgarization's code of conduct and ethics;

g) Review on a quarterly basis the attainrnent of targets and objectives set out in the agreed performance

measurement framework with the Governrnent of I(enya;

h) Protect the rights of shareholders and optimize shareholder value,

i) Enhance the organization,s public irnage and ensure engagement with stakeholders ttu'ough effective

cornmunication; and

j) Monitor compliance with the constitution, all applicable laws, regulations and standards'

Board Committees

The Board discharges its functions through corrmittees. KNSL has two Board Committees

1. Finance and General Purpose Board Comrnittee'

2. Audit and Risk Board Cornrnittee.
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IflENYA ATn0NAL SHnPPnI'lG LIIdE n'TD

)'lR.

AND F'INA.NICNAJL ST'A,IIE,MENT'S

YE,AR. ENDED .TUNE 30, 2019

VNC R.PORAT E GO VE RN,AI{ C E S T.AIIEME'NII (C omtuaur ed)

There four BOD meetings held during the year as below:

Out of twelve BoD members, three are independent directors. The chainnan is appointed on a different date

frorn the tluee Board of Directors appointed through gazette notice.

The underwent Board induction in March 2olg and are trained from time to time on emerSlng lssues'

The B of Directors are usually evaluated by the State Corporations Advisory Committee and are

as per the Salaries and Remuneration Comrnission guideiines. The directors are paid sitting

while the chairman is paid honorarium'

Dunng year 2078/19 there was no reported case of conflict of interest.

Number of Members

absent with apologY

Nunlber of

Members Fresellt

)ate of naeeti-llg

210
_/jl,ily 

2018

210l9t" october 2018

210>"94 January 2019

110
-fl'March 

2019

12



K3I.ryA I.JI-T[CId,/-L SHIPPNI"TG LNI'M N-TD

l> IEIPO R.]l S AND F nl\l AI,l C n.{n- S T AT E ME I''IT S

}]R T]HIE YEAR. ENDED,IUIdl0 30,20n9

\/T]t.M,AIdAGE,MENIIDISCUSSION,A$'IDA,NAN.YSNS

S E, CTn0N,A : O PE R-AT.noN,{n- AND F'INAN C [,d]L PER.F..0R'M,AN C E

As at June 30,2olgthe companyhad a shareholders'deficit of Sh 465,633,870 (2018: Sh' 418'646'792) andits

crurent liabilities exceeded its current urr"t, by Sh 48,821,630 (2018: sh.36,643,117) prirnarily because of the

trading rosses rnade in the past years. It arso incurred a ross foitt. year ended 30 June 2019 of sh 46,987,078

(20 1 8 : Sh. 42,829,527).

In the year ending June 30, 2org, +hecompany performed poorly due to rack of service provision. The company

therefore relied on altemative service routes which are uncompetitive and have minimal profit margin which

carurot cover fixed operation costs. This 1ed to loss of nurrrerous bookings with the company managing to register

a lifturg of 144 Teus in the year 2018179 '

The Directors and management ar-e pursuing a number of strategies to ensure the company retu,rs to profitable

trading. These lneasures include:

(i) Restructuring of the company' .n 
the process of seeking service providers to ensure

(ii) Partnering with a service provider - the cornpany ls 1l

it offers giobal shipping services'

(iii) Resolvingshareholdingstructure'

with the expected implementation of above strategies, the company is expected to *rake profit in near future'

SECTION B: CoMPLIANCE WITH STATUTORY REQUIREMENTS

I(NSL has been remitting its statutory deductions like PAYE, NHIF, NSSF, HELB and Pension on time as

required by law.

t

t

o

a

a

o

o

SECTION C: I(EY PROJECTS AND II\IVESTMENT DECISIONS

currently the company has no projects being implemented due to limited resources' However' upon

restructuring KNSL will undertake key projects which will be included in the Business Plan' a

o

at-l
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pro es of financial assets and liabilities

14
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A I'.lATnOI.,iAll, SHnPFn}llG n nl,lE n TD

R.T'S,{ND ]FNNAIVCN,AN, STAT'EM]ONT'S
]IHE YEAR. ENDED "ru.INE 30, 2ON9

MIANA GEMENT' D nS C U S S n ON .AND AN,{n- YSn S (C omtturr naed)

SE llOI{ D: Md.nOR R.ISKS

of

(i)

world which creates operational risks in case such services are withdrawn by the service provider

ational R.isk

company operates as a Non-Vessel Owning Common Carrier OIVOCC) which charters slot from

Shipping Company (MSC). KNSL uses other shipping lines for cargo destined to various ports

risk management

company's activities expose it to a variety of financial risks including credit and liquidity risks, effects of
in foreign currency and interest rates and changes in market prices of the company's services. The

s overall risk rnanagement prograrrune focuses on unpredictability of changes in the business

and seeks to minimise the potential adverse effect of such risks on its performance by setting

levels of risk. The company does not hedge any risks and has in place policies to ensure that credit is

to customers wiflr an established credit history

currency risk management

company undertakes certain transactions denominated in foreign currencies primarily in US Dollars. The

il curtency exchange rates result in changes in the value of monetary assets and rnonetary liabilities

in foreign currencies hence exposures to the risk of incurring exchange losses. Foreign exchange

es from future commercial transactions, recognised assets and liabilities

(iv) risk management

company's credit risk is primarily atkibutable to its trade receivables. The arnounts presented in the

of financial position are net of allowances for doubtful receivables, estimated by the company's

based on prior experience and their assessment of the current economic environment.

risk on trade receivables is lirnited because the customers are known to be customers with high credit

The credit risk on liquid funds with financial institutions is also low, because the counter parties are

with high credit-ratings

(v) uidity risk management

responsibiiity for liquidity nsk management rests with the board of directors, which has built an

ate liquidity nsk managetnent fi'amework for the management of the company's shofi and medium-

fundiirg and liquidity rnanagernent requirernents. The cornpany manages liquidity risk by maintaining

facilities though continuous rnonitoring of folecast and actual cash flows and matching the matuiity

(ii)



N.'3I{YA I.TATNO'I{1*N- SHNPFMJG LtrI'J]D LTD

RE]PO R.T'S AND F'NNANC [AN- S TATE,I\,{EI{TS
)R.ltHE vlE.aR. ENDED .trUNE 30, 20n9

wn M,aNAGEMENII DnSCUSSION,^]lD /,]lAlLYSnS (Comtimued)

SECT,NON ]O: M.AT'ER.[,AI, ARREA-R.S nq STAIIUT'OR.V & OTEIER. F''INA}ICN'A]' OtsI'NGA'TNONIS

The company current tiabilities increased from iGh 69.41 miilion in the year ending June 30, 2018 to ifths

72.16 mlllion in the year June 30,2019.

SECTION F: TH'IT EI..[TITY'S FMIANCIAI, PR.OtsITV AI{D SERIOIJS GOVER'NANCE ISS{IES

KNSL Board is committed to upholding high standards of corporate govemance. The dayto-day running of the

business of the company's system of internal control is bestowed on the Managing Director'

There were no governance issues among the Board or member of the Board and top maragement including

conflict of interest
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RtrI,C,R.]IS AATD, trINANCIAL STATtrI\MNTS
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\4 COIR]PC,TRATtr SOCNA.L RtrSPONISMM-ITV

lf ree Plamtrmg Activity

On 17tt'November 2018, Kenya National Shipping Line staff members together with the Kenya Forest Services
representative, area Chief, Community leaders and i\4ombasa Kilindini Cornmunity Forest Association
(MOKICFA) representatives participated in mangrove planting event at Majaoni, Kisauni Constituency in
Mombasa, in support of the National Tree Panting Program which is set up by the Nlinistry of Environment and
Forestry. During the event, over i,200 mangrove seedlings were planted at Majaoni, Mtwapa creek.

Area residents have been working together with the Government to plant mangroves and protect their own
coastlines from erosion as a result of education and awareness on mangrove importance and planting carried out
by the Ministry of Environment and Forestry.

O
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\rrx coRP'oRATE so CIAL RESI oI'JSIBlLlry (conruruied);

rttraintenance PIan
J.trSL committed to continue working closely with the Majaoni conrmudty residents to support the efforts
rwards the restoration of the mangroves, which had been degraded by community activities, licensed
ommerciai loggers, and chalk manufacturing industries which used the mangroves as fuewood.
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The

I.IA]I[OI{AIL SMFFI{G Ltr'JE LTD

RliS .4-I{D, FU\TAJ'TC]iAI- STATEA,IENTS
f
]r THE YEAR. E}-TDED .TUNE 3 '!nfo

REPO,R.T',lF' llElE DIREC]]ORS

ir-ectors suburit tireir-report together witir the audited fi:rancial stateinents for the year ended June 30, 2019

disclose the cornpany's state oiaffairs.

P CIPAL ACTiVITY
The activity of the compan)i is the provision of shipping services'

The of tlre company for the year ended June 30, 20L9 arc set out on page 27-25

The of tl:e Board of Directors who served during the year are shoqrrr on page 4-5

Iftrani resigned on 9d'March 2Ol9 andwas replaced by Mr. Juvenal J.M. Shiundu on 6tr May

iftrigittru resigned on 17d' September 2018 and was replaced by Mrs. Esther Koirnett on 17tl'

2018 GSfSL's Transfer)

A ITORS

General is responsible ior the statutory audit of the entity in accordance with Article 229 of the

of Kenya and the Public Audit Act 2015, which also empowers the Auditor General to appoint an

to audit on his behalf.

D
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Tire Fublic Finar,ce lv{anagement Act, 2Al2 and the I(en1,6 Company's Act, r'equile the Dilectors to prepare

financial starernerrts in respect of that conlpct-t7.y, v,,hich girre a true a.nd fair vieur of the state of affairs of the
con?pany at the end of the financial irgar7r..i.d and the operaring results of tb,e contpo-ny for that year. The
Directors are also required to ensure that the co,npatxy lceeps proper accounting records whicli disclose with
reasonable accuracy the frnancial position of the company.The Directors are also responsible for safbguarding
the assets ofthe cornpany.

The Directors are resporlsible for the preparation and presentation of the corupany 's financial statements, which
give a true and fau view of the state of affairs of the contpany for and as at the end of the financial year ended on
June 30,2019. This responsibility includes: (i) maintaining adequate financial management arangements and
ensuring that these continue to be eflective throughout the reporting period; (ii) maintaining proper accounting
records, which disc.lose with reasonable accuracy at any time the financial position of the cornpany; (iii)
designing, implementing and mantaining 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 emor or
fraud; (iv) safeguarding the assets ofthe contpany; (v) selecting and applying appropriate accounting policies;
and (vi) making accounting estimates that are reasonable in the circumstances.

The Directors accept responsibiliry for the company's financial statements, which have been prepared using
appropriate accounting policies supported by reasonable and prudent judgements and estimates, in confonnity
with International Financial Reporting Srandards (IFRS), and in the mamer required by the PFM Act and the
Kenya Company's Act. The Directors are of the opinion that the con?pany's financial statements girre a true and
fair viett, of the state af company's transactions during the financial year ended June 30, 2019, and of the
company's financial position as at that date. The Directors further confirm the completeness of the accounting
records maintained for the cotnpany> which have been relied upon in the preparation of the corupany s financial
staternents as u,ell as the adequacy of tlre systems of intenral financial control.

The directors acknowledge that the continued existence of the company as a going concem depends on the
continued success oi the various strategic measures that are being pursueci by the directors to achieve optimal
volumes of cargo handled to return the company to profitable trading and continued financial support from
shareholders. The directors are of the view that, once these measures are fully implemented, the company's
solvency will be restored and it will trade profitably for the foreseeable future.

Approval of the financial statements

o
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o

o
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o

o
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The contpany s financial statements were approved by tlre Board on
behalf by:

,-- r)
2019 and signed on its
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REPORT OF THE AUDITOR.GENERAL ON KENYA NATIONAL S!.IIPPING LIilIE
LIMITED FOR THE YEAR E!\{DED 30 JUNE ,20'Ng

REPORT ON THE FINANCIAL STATEIVENTS

Qualified Opinion

I have audited the accompanying financial statements of Kenya National Shipping Line
Limited as set out on pages 21 to 47, which comprise the statement of financial pJsition
as at 30 June, 2019, and the statement of comprehensive income, statement of changes
in equity, statement of cash flows, and statement of comparison of budget and actual
amounts for the year then ended, and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of Arlicle 22g 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 eualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Kenya National Shipping Line Limited as at 30 June,
2019, and of its financial performance and its cash flows for the year then ended, in
accordance with lnternational Financial Reporting Standards(lFRS) and comply with the
Companies Act, 2015.

Basis for Qualified Opinion

1. Going Concern

As previously reported, the statement of comprehensive income for the year ended
30 June, 2019 reflects a net loss from operations of Kshs.46,987,O7B resulting in an
accumulated deficit of Kshs.465,633,970. Further, the current liabilities balance of
Kshs.72,165,410 exceeded the current assets of Kshs.23 ,343,780 resulting in a negative
working capital of Kshs.48 ,821,630 as at 30 June, 2019. The Directors have stated that
the Company's going concern depends on implementation of various strategies, whose
success is yet to be realized. Under the circumstances, the financial statements have
been prepared on a going concern basis on the assumption that the entity will continue
to get financial support from the National Government and creditors.

o

o

o

o

o
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Note 22 to the financial statements reflects bank and cash balances totalling

Kshs.Z,725,078 as at 30 June, 2019.lncluded in the balance is an amount of Kshs.67,351

ipr respect of a bank balance held at Barclays Bank of London (US Dollar Account).

However, the supporting bank statement and certificate of bank balance were not availed

for aud it verification.

Consequently, the existence of the bank balance of Kshs.67,351 and the accuracy of
cash and bank balances of Kshs.2,725,078 as at 30 June, 2019 could not be confirmed.

3. Unsupported Administration Expenses

Section 104(1) of the Public Finance lVanagement (National Government) Regulations,

2015 requires that, all receipts and payment vouchers of public moneys shall be properly

supported by pre-numbered receipt and payment vouchers and the appropriate authority

and documentation. However, and as disclosed under note 12 to the financial statements,

the statement of comprehensive income reflects administration costs of Kshs.20,995,845
which includes Kshs.2,124,711 not supported by appropriate documentation'

Under the circumstances, the accuracy and completeness of expenditure of
Kshs.2,124,711 could not be confirmed.

4. Taxation

Note 13 (a) to the financial statements for the year ended 30 June,2019 reflects nil

balance in respect of tax charge since the Company recorded a loss of Kshs.46 ,987 ,078-
However, the recorded loss of Kshs. 46,987,078 was not adjusted to determine the tax

loss as required by lnternational Accounting (lAS) Standard No. 12 paragraph 5 which

states that, 'Taxable profit (tax loss) is the profit (loss) for a period, determined in

accordance with the rules established by the taxation authorities, upon which income

taxes are payable (recoverable)'.

Consequently, the accuracy of the tax loss amounting to Kshs.46 ,987,078 for the year

ended 30 June, 2019 could not be confirmed.

5. Trade and Other Receivables

5.1 Unsupported Trade Receivables

Note 21(a) to the financial staternents for the year ended 30 June, 2019 reflects a trade

receivables balance of Kshs.38 ,170,11 1. lncluded in the balance are trade receivables of
Kshs.34,474,707 whose support schedule does not have invoice details to confirm when

services were rendered. Further, customer statements of account to confirm when the

services were rendered were also not availed for audit verification.

Consequently, the accuracy, validity and recoverability of trade receivables balance of

Kshs.34,474,70T as at 30 June, 2019 could not be confirmed.

Report of the Auclitot-General on Kenvcr Nationul Shipping Line Limited for tlte vecu' ended 30 June, 20I9
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5.2 Fro,vislorrr forn Bad and Do,ulc,tfull Ereb,ts

Note 21 (a) to the financial statements for the year ended 30 June, 2OXg further refJects
gross trade and other receivables balance of Kshs.71,534,gg8 and Kslrs. 51,431,gg9 in
respect to provision for bad and doubtful trade receivables, resulting to net trade and
other receivables balance of Kshs.2O ,1O2,ggg. However, ff/anagem"nt OiO not provide a
debtors age analysis for audit review to confirm that the proviiion was in line with the
Company's bad and doubtful debts policy, contrary to Paragraph B of the Kenya National
Shipping Line Limited's Finance Policy, which states that 'unsettled debts for a period
under two years shall attract 50% provision for bad and doubtful debts while those
remaining outstanding for over two years shall attracl lOO% provision for bad and doubtful
debts'.

Consequently, the accuracy, validity and recoverability of net trade and other receivables
of Kshs.20 ,102,999 as at 30 June, 2019 could not be confirmed.

6. Trade and Other Payables

The statement of financial position reflects trade and other payables balance of
Kshs.45,490,224 as at 30 June, 2019. lncluded in this balance is Kshs.4,360,1.1g in
respect to Pay-As-You Earn (PAYE) due on or before fi/arch, 2017 which had not been
remitted to the Kenya Revenue Authority as at 30 June, 2019. No explanation was
provided for non-remittance of the statutory deductions neither was a provision made in
the financial statements for the accruing penalties and interest.

Fufther, included in the trade and other payables balance is an amount of Kshs.5,496,106
due to two (2) container leasing companies. These companies are said to have stopped
sending invoices for container leasing charges and monthly statements in respect of'the
amount due. The amount disclosed in the financial statements is therefore based on
outstanding balances when statements were last received from the container leasing
companies; hence not up to date nor supported.

Consequently, the accuracy, validity and completeness of trade and other payables
balance of Kshs.45,490,224 as at 30 June, 2o1g could not be confirmed

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Kenya National Shipping Line Limited
lt/anagement in accordance with ISSAI 130 on Code of Ethics. I have fulfilteO other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my Qualified Opinion.

Emphasis of Matter

share capital - Long outstanding Funds Awaiting Allotment

As previously reported, and as disclosed in Note 23 to the financial statements, the
statement of financial position as at 30 June, 2019 reflects funds awaiting allotment of

et'al on Keqta Ncitittnal Shipputg Line Lintitecl for the 1,s611" enclecl 30 Jtme , 20I9
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sl'rares balance of i(shs.73,681,500 equivalent to 147,363 shares, beirrg adcjitional shares

to be shared between ihe l(errya Porls Authority - 38,670 shares and a new sharelrolder,

lilecjiterrarrean Slripping Coniparry (iVlSC) under the nanle of fleywood Slripping

Company Lirnited (formerly United Agencies Limited) -108,693 shares. Available
irrformation, rerrealed that at their 24th meeting held on 31 July, 1997, the Board of
Directors through a special resolution by the three (3) initial shareholders namely: Kenya

Porls Authority, Unimar and DEG introduced a strategic pariner tVl/s. tVlediterranean

Shipping Company. Although, the strategic partner paid a sum of Kshs.54,346,500, it is
not clear how the strategic partner was identified and allotted 108,693 new shares.

lf the above is effected, the allotment of the shares would result to dilution of investment

of the Kenya Ports Authority by 21.8% from 74.8% to 53% of the ordinary shareholding

in the Company. The National Treasury has, however, provided a roadmap that will

ensure that all the necessary steps will be followed in order to adhere to the laws,

regulations and procedures for ensuring that public interest is upheld. Further, The

National Treasury has also given an undeftaking on the Kenya National Shipping Line

Limited shareholding, undeftaking to conduct due diligence before finalization of the

transaction, obtain clearance from the Attorney General and subsequent approval from
the Cabinet.

lMy opinion is not modified in respect of this rnatter.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most

significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

Other Matter

Budgetary Pedormance

The statement of comparison of budget and actual amounts for the year ended
30 June,2019 reflects actual receipts totalling Kshs.46,083,949 against an approved
budget of Kshs.99,881,000 resulting in net under-collection of Kshs.53,797,05'l or 54o/o

of the total budget. Furlher, actual expenditure for the year amounted to Kshs.48,481 ,027
against a budget of Kshs.99,881,000 resulting in an under expenditure of
Kshs.S1 ,106,973 or 51o/o of the total budget.

The under-collection and under-expenditure, which occurred under all budget items, may
hinder the Company's achievement of the set objectives. lManagement should therefore
review the budget making process with a view to developing a more realistic budget.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC

RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Qualified Opinion and Basis

Repon of fie,'luditot'-Gena-ctl Ltn l(enttt jvutional Shipputg Line Lintited.t'or tht')'ettr ettclctl -]u Jttna' l0 j9
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for Conclusion on l-arrvfuliress and Efiectiveness iir Use of Public Resources sectiorrs of
rny repoft, I confirnr that, nothing else has con're to rny aitentiorr to cause me to believe
that pubtic resources l'lave not been applied laiufulfy and in an effective way.

Eas Is for Collcflulsioll

1. Ernployrnent Costs

Note 11 to the financial statements reflects employment costs of Kshs.26,767,O91for the
year ended 30 June,2019. lncluded in this balance is Kshs.18,985,000 in respect of
salaries and wages, out of which an amount of Kshs.316,796 is overpayment of salary to
the Chief Accountant who was doubling as the Acting lVanaging Director. The
overpayment is a result of 10% increment approved by the Board on 29 October, 2018 to
a monthly basic salary of Kshs.290,397 against the maximum basic salary of
Kshs.263,997 set by the Salaries and Remuneration Commission (SRC).

Further, the officer was paid a monthly telephone allowance of Kshs.40,000 totalling
Kshs.480,000 during the year under review. Atthough the allowance was approved by the
Board on 20 March, 2015, lMinisterial and Salaries and Remuneration Commission's
approval of the same was not availed for audit review. This is contrary to the State
Corporations Act, Cap.446 Section 4(3) which states that, 'a state corporation may
engage and employ such number of staff, including the Chief Executive, on such terms
and conditions of service as the lVinister may, in consultation with the Committee,
approve'.

ln addition, the salaries and wages includes Kshs.522,714, being allowances paid to the
IManaging Director who has been serving in an acting capacity for six (6) years, contrary
to Section C.14 (1) of the Public Service Commission; Human Resources Policies lVanual
of [Vay, 2016 which states that, 'when an officer is eligible for appointment to a higher
post and is called upon to act in that post pending advertisement of the post, he/she is
eligible for payment of acting allowance at the rate of twenty percent (20%) of his
substantive basic salary and that acting allowance will not be payable to an officer for
more than six (6) months'.

Consequently, the validity of Kshs.1,3'19,510 on employment costs for the year ended
30 June, 2A19 could not be confirmed.

2. Pension Fund Contributions

Note 11 to the financial statements for the year ended 30 June, 2O1g reflects pension
fund contributions by the employer of Kshs.3,262,690. However, records availed for audit
review indicated that the amount comprises employer contributio n of 20o/o of the basic
salary plus house allowance instead of Kshs.2 ,867,243 based on basic salary only,
contrary to the Treasury Circular No. 1812010 of 24 November, 2010 which states that,
'personal emoluments must be defined as basic salary excluding housing, transport and
any other allowances or fluctuating ernoiuments'. The contravention of the circular
resulted in a higher contribution by the employer by Kshs.3gS,44T.

Consequently, lVanagement is in breach of the Law.

Report o.f the Aud-itor-General on l{enya Nattonal Sltipping Line, Lintitedfor the l,scu.ended 30 June, 2Al9
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3. Ir"r{'ernaI Auol[t Funetio,lr

Tlre financial statenrent for tlre Srear errded 30 June, 2019 indicated uncler Corporate

Governance Statement that the Board discharges its functions througlr conrnrittees which

includes an Audit and Risk Board Comrnittee. However, information prorrided and rerriew

of the organizational structure and establishment indicated that the Company does not

have an internal audit function contrary to the Public Finance l/anagement Act, 2012

Section 73(1Xa) which states that. 'Every natlonal government entity shall ensure that it
complies with this Act and has appropriate arrangements in place for conducting internal

audit according to the guidelines of the Accounting Standards Board'.

Consequently, the N/anagement is in breach of the Law.

4. Risk Management Policy

The financial statement for the year ended 30 June, 2019 indicated under Section D of
lr/anagement Discussion and Analysis that the Company's major risks included

operational, financial, foreign currency, credit and liquidity risks. However, information
provided for audit and through discussions held with the management revealed that the
Company has not developed risk management policy and fraud prevention strategy
contrary to Section 165 of the Public Finance [Management (National Government)
Regulation s,2015 which states that 'the Accounting Officer shall ensure that the national
government entity develops risk management strategies, which include fraud prevention

mechanism and a system of risk management and internal control that builds robust

business operations.

Consequently, the lt/anagement is in breach of the Law.

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

comply with ethical requirements and plan and perform the audit to obtain assurance

about whether the activities, financial transactions and information reflected in the

financial statements are in compliance, in all material respects, with the authorities that
govern them. I believe that the audit evidence I have obtained is sufficient and appropriate

to provide a basis for my conclusion

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK TMANAGEIVENT

AND GOVERNANCE

Conclusion

As required by Section 7(1Xa) of the Public Audit Act,2015, based on the audit
procedures pe,'form"d, except for the matters described in the Basis fcir Qualified Opinion

and Other N/atters sections of my report, I confirm that, nothing has come to my attention

to cause me to believe that internal controls, risk management and overall governance

were not effective.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards

req uire that I plan and perform the audit to obtain assurance about whether effective

a
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Illocesses and systems of internal control, risl< nranagement and overall governance vuere
operating effectively, in all rmateria! res;:ects. I believe that the audit evldence I have
obtained is sufficient and appropriate to provide a basis for nry conclusiolr.

REPORT ON OTHER LEGAT- AND REGULATORY REQUIREIVIEI{TS

As required by the Companies Act No.17 of 2015, I repofi based on my audit, that:

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

ii. In my opinion, adequate accounting records have been kept by the Kenya National
Shipping Line Limited, so far as appears from the examination of those records;
and,

The
return

financial statements are in agreement with the accounting records and
S.

o

a

a

o

Flesponsibilities of Management and those Charged with Governance

ft/lanagement 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 lVanagement 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 overall governance.

ln preparing the financial statements, lVlanagement is responsible for assessing Kenya
National Shipping Line Limited's ability to continue as a going concern, discloiing, is
applicable, matters related to going concern and using the applicable basis of accounting
unless lManagement is aware of the intention to liquidate the Company or to cease
operations.

l\4anagement is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 4T of the public Audit
4ct,2015.

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public money is applied in
an effective manner in line with Article 229(6) of the Constitution of Kenya , 2010.

Those charged with governance are responsible for overseeing Kenya National Shipping
Line Limited's financial reporting process, reviewing the effectiveness of how the entity
monitors compliance with relevant legislative and regulatory requirements, ensuring thai
effective processes and systems are in place to address key roles and responsibilitJes in

the Auditcr-Geiterol on Kea,a Nattonal Shipping Line Lirutted for the ttear enclecl 30 Jtme, 20I9
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a
relation to governance ancl risk rtarragenrent, alrci ensuring the adequacy ancl

effectiveness of the control environnrent.

A,ud itol'-Genel'a['s Responsihiil ities fol' the Aud [{i

The audit objectives are to obtain reasonable assurance about whether the financial

statements as a whole are free from material nrisstatement, whether due to fraud or error,

and to issue an auditor's report that includes my opinion in accordance with the provisions

of Section 48 of the public Audit Act, 2015 and submit the audit report in compliance with

Article 22g(7)of the constitution. Reasonable assurance is a high levelof assurance, but

is not a guarantee that an audit conducted in accordance with lSSAls will always detect

a material misstatement and weakness when it exists. lVisstatements can arise from fraud

or error and are considered material if, individually or in the aggregate, they could

reasonably be expected to influence the economic decisions of users taken on the basis

of these financial statements.

ln addition to the audit of the financial statements, a compliance review is planned and

performed to express a conclusion with limited assurance as to whether, in all material

respects, the activities, financial transactions and information reflected in the financial

statements are in compliance with the authorities that govern them in accordance with

the provisions of Adicle 229(6) of the Constitution and submit the audit report in

compliance with Article 22g(T) of the Constitution. The nature, timing and extent of the

compliance work is limited compared to that designed to express an opinion with

reasonable assurance on the financial statements.

Further, in planning and performing the audit of the financial statements and review of

complianc", t consider internal controls in order to give an assurance on the effectiveness

of internal controls, risk management and governance processes and systems in

accordance with the provisions oisection 7(1)(a) of the Public Audit Act,2015 and submit

the audit report in compliance with Article 229(7) of the Constitution. My consideration of

the internal control would not necessarily disclose all matters in the internal control that

might be material weaknesses under the lSSAls. A material weakness is a condition in

which the design or operation of one or more of the internal control components does not

reduce to a relatively low level the risk that misstatements caused by error or fraud in

amounts that would be material in relation to the financial statements being audited may

occur and not be detected within a timely period by employees in the normal course of

performing their assigned functions'

Because of its inherent limitations, internal control may not prevent or detect

misstatements and instances of non-compliance. Also, projections of any evaluation of

effectiveness to future periods are subject to the risk that controls may become

inadequate because of changes in conditions, or that the degree of compliance with the

policies and procedures may deteriorate.

As part of an audit conducted in accordance with lSSAls, I exercise professional

judgement and maintain professional skepticism throughout the audit. I also:

n ldentify and assess the risks of material misstatement of the financial statements,

whether due to fraud or error, design and perform audit procedures responsive to
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tlrose risks, and obtain audit evidence that !s sufficierrt and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resultitrg from
fnaud is higher than for one resulting from error, as fraud may involve collusion,
forgeqr, intentional omissions, misrepresentations, or the override of internal control.

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

Conclude on the appropriateness of the N/anagement's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncedainty exists related to events or conditions that may cast significant doubt on
Company's ability to continue as a going concern. lf I conclude that a material
uncertainty exists, I am required to draw attention in the auditor's repofi to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
my opinion. [/y conclusions are based on the audit evidence obtained up to the date
of my audit report. However, future events or conditions may cause the Company to
cease to continue as a going concern.

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

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Kenya National Shipping Line Limited to express an opinion
on the financial statements.

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

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

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

s

N Gath
AUDITOR-GENERAL

Nairobi

05 February,2021

Report of tlte Auditor'-General on l{en1,a National Shipping Line Lintitedfor tlte ),ear ended 30 Jtme, 2019
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Note 20t9

Kshs

665,968

508,504

(18,076)

(26,767,091)

(20,995,845)

(98,509)

(31,551)

20t8

Kshs

932,312

780,802

(207,161)

(25,822,126)

(1 9,1 39,303)

( 141,93 8)

(3t5s2)

a
Service

Other

TOTAL

o

Service

8

9

L,114,472 L,713,L14

G E)(PENSES

Costs

Costs

Expenses

of Intangible Assets

10

1i

t2

15

t6

TOTAL O

OPERA LOSS

Finance

Gain on

Finance

LOSS

O TAXATION

TOTAI CO

E)(PENSES

of Non-financial Assets

TAXATION

(47,911,072) (45,342,080)

t7

18

19

13

(46,736,,600)

178,727

200,750

(569,955)

(43,628,966)

r,417,181

LOSS FOR. TI{E YEAR.

(617,742)

(46,987,,078) (42,829,527)

(46,987,078) (42,829,527)

I
lr
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)IIff. ST4TEI/[EI{T'OF FihlAI{CiAL POS[TiOlrl rlS.r,T 30 JUI]IE 2019

].[ote

I.SSETS

Non.Currenf Assets

Vehicles and equipment 15

Intangible assets 16

2019
Ifths

292,949

t 89.31 I

515,703

20,102,999

2,725,079

23,343,190

23,S26,OiO-

482,26A 550,825

20 l8
I{shs

329,963

220,862

480,9'll

17,601,704

'14,684,073

32,766,749w

o

o

o

o

o

o

Current Assets

Inventories & Stores

Trade and other receivables

Bank and cash balances

TOTALASSETS

EQTIITY,AND LIABtrLITIE S

Capital and Reserves

Ordinary share capital

Funds awaiting allotment of shares

Capital Grants From Government

Accumulated deficit

Capital and Resen es

Current Liabilities

Trade and other payables

Due to related party

TOTAL EQUITY AND LIABILITIES

The financial statements were approved by the Board on

(48,339,370) (36,092,292)

20

2l

22

z)

23

L)

t\tt' '^ \/_ \ \,>_\_,\\ > \

93,523,000

73,681,500

250,090,000

(46s,533,870)

93,523,000

73,681,500

215,350,000

(418,646,792)

24

25

45,490,224

26.675.t86

72,165,410

42,'144,970

26.664.895

69,409,865

23,826,040 33,317,573

2019 ail signed on its behalf by:

s' ,",.r'* o

a

of the Board
Juvenal J.M. Shiundu Joseph Juma

ICPAK M,4llo: 9945
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I{,ATNOI.,IAtr- S F]]IPPN}I G N-[I"IE I,T'D

S .AND F'NNAFICNAI, SIIAIIEMENT'S
R. T'XTE YEAR. ]ENIDED.N-UNE 30,20tr.9

S1|.{T'EMENT'OlF CHIA}rGES m{ EQUITV FOR.llXllE VEAIR ENIDEDJruINE 30,2019

Q.trote 23) (Note 23)

TotalAccumulated
deficit

Funds awaiting
allotment of

shares

Capital
Grants From
Government

Ordinary share
capital

(375,8t7,265) (48,612,765)73,681,500 160,000,000July 1 ,2017 93,523,000At

(42,829,527) (42,829,527)
:al comprehensive loss

the year

45,500,00045,500,000
rital Grants From

vemment

9,850,0009,850,000

Grants From

-Blue

(418,646,792) (36,092,292)73,68L,500 215,350,00093,523,000AI June 30, 2018

(36,092,292)215,350,000 (418,646,792)93,523,000 73,681,500AI July 1 ,2018

(46,987,078)(46,987,078)
Tc

for

lal comprehensive loss

the year

44,590,00044,590,000
Ct

G(

pital Grants From

vernment

(9,850,000)(9,850,000)

Ci

G(

BI

pital Grants From

vemment - Refund to

re Economy

(465,633,870) (48,339,370)73,681,500 250,090,000A June 30,2019 93,523,000
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o

}(lV. ST"AT'E]\4ENII OF'C.AS]HI F'I-OWS F'OR. T'HE YEA]R. ENDED.ruIAJ]E 3O,2ON9

Note 2019
IGhs

OPER.AT'MI G ACTIVITIES

Cash used in operations

Interest received

27 (46,637,500) (48,504,307)

Net cash used in operating activities (46,637,500) (48,504,307)

II\I\{E S TIN G A C TtWTtE S

2018
Kshs

(88,362)

(252,414)

o

o

O

o

Purchase of equipment

Purchase of Intangible Assets

Proceeds from disposal of equiprnent

Net cash generated from/(used in) investing activities

Ftr"[AI.{ CIN G .A C TTYITTE S

Proceeds from capital injection

Proceeds/(Refund) of Government Grants from Blue Economy

Net cash generated from financing activities

15 (61,495)

t6

44,590,000

(9,850,000)

(61,49s) (340,776)

45,500,000

9,850,000

t

O

o

o
23

34,740,000 55,350,000

(DECREASE)/TNCREASE IN CASE AND CASE EQUTVALENTS (11,9s8,995) (6,504,9L7)

CASH AND CASH EQUTVALENTS AT BEGINNING OF YEAR 1.4,684,073 8,779,756

CASH AND CASH EQUWAIENTS AT END OF THE YEAR 2,725,078 L4,684,073

^l

o
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R.T'S,A},ID F'NN,ANCNAX- SIIAT'EME}'IT'S
F''O TIXE YE.dR. ENDED.ruJNE 30,2ON9

x\rn. ST'AT'EMEI{T' OF' COM]PAR.NSONi OF'tsUIDGET' ,AND .ACITUAN- .AMIOLIFIIIS F'OR. T'X[E

YE,{R. EN]DED "MI}IE 3O,2OL9

,dctual on
Comparable

Basis

Ferformance
Difference

Explanafion of
Material
Variance

Final
Budget

Original
Budget

Adjustments

2018-20,920t8-20L9 2018-20792018-2019 2018-2019

Kshs KshsKshslue Kshs KshsReve
Minimal trading
due to lack of
service.

665,968 (54,625,032)55,291,000re Income 55,29 I ,000Servi

44,590,000 44,590,00045,500,000 (910,000)Gove nment grants
Budgeted foreign
exchange gain not
realised.

t18,727 1t8,721Finan ;e Income

709,254

Minimal
miscellaneous
income and net
gain from disposal
of assets.

709,254Other tnoOme

46,083,949 (53,797,051)99,881,000ncome 100,791,000 (910,000)Total

ExpeI tes

(39,945,924)
Minimal t'ading
due to lack of
service.

39,964,000 18,076Servic Costs 39,964,000

Some job positions
remained rrnfilled.26,767,091 (1 06,909)200,000 26,874,000Emplc ment Costs 26,674,000

12,362,511 (8, 1 63,48 9)
General savings
from variable
expenses.

20,526,00020,926,000 (400,000)Admir
Costs

station

General savings
from BOD
expenses.

5,829,534 (3,050,466)9,880,0009,790,000 (910,000)Board ixpenses

(8,200)
General savi:rgs
from variable
expeDses.

2,812,000 2,803,8002,612,000 200,000Rent E penses

No new assets

were purchased as

budgeted due to
lack of
development
funds.

130,060 68,06062,000ation
)S

62,000
Deprec
Expeni

qq qs5
Resulted from
foreign exchange

losses.
470.000 s69,955Financt cost 470,000

(51,106,973)99,588,000 48,481,027(9 1 0,000)Total e ,penditure 100,498,000

{2,690.078}293,00C (2,397,078)Surplu
for the

tlPeficit)

reriod
293,000
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o

o

a

o

o
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livxn IiOT'ES TO T'HE F'M.IAI{CIAI SI|I"T'EMENTS

GENER.AI INFORM.ATIOI{

I(enya National S6ipping Line Ltd is established by and derives its authority and accountability fi-om Kenya

Company's Act. The Lntiry is owned by the Governmeut of Kenya through the Kenya Ports Authority and foreign

investors. The Company is domrciled in Kenya and the principal activity is shipping seruices.

For Kenyan Companies Act reporling purposes, the balance sheet is represented by the statement of financial

position and the piofit and loss account by the statement of profit or loss and other comprehensive income ur these

fiaancial statements.

STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

The 6nancial statements have been prepared on a hjstorical 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 iiabihties at their present

value. The preparation of financial statements in conformity with lnternational Fi:rancial Reportr:rg Standards

(trRS) allows the use of estimates and assumptions. It aiso requires management to exercise judgement in the

process of applying the entity's accounting policies.

The financial statements have been prepared and presented in Kenya Sh-iliings, which is the functional and

reporting currency of Kenya National Shipping Line Ltd-

The filancial statements have been prepared in accordance with the PFM Act, the State Corporations Act, and

lntemational Frnancial ReportLng Standards (IFRS). The accounting policies adopted have been consistently

applied to all the years presented.

APPLICATION OF' NEW AND R-EVISED tr'{TERNA.TION,AL F'INANCIAL REPORTING

STANDARDS GF'RS)

Relevant new standards and amendments to published standards effective for the year ended 30 June

2019

1

1

(i)

Standard/Amendment to a

standard

Effective date Impact

Amendments to IAS 16 and

iAS 38 titled Clartfication of
Acceptable )tleth ods of
Depreciation and

Antortiscttion (issued in May

20t4)

I't Jan 20 t 6 The amendments add guidance and clarify that (i) the

use of revenue-based methods to calculate the

depreciation of an asset is not appropriate because

revenue generated by an activity that includes the use

of an asset generally reflects factors other than the

consumption of the economic benefits embodied rn the

asset, and (ii) revenue is generally presumed to be an

i:rappropriate basis for measuring the consumption of
the economic benefits embodied in an intangible asset;

horvever, this presurnption can be rebutted in certain

liruted cilcumstances.

As tire company has ttot revalued its plant and

equipment and intangible assets, the application of the

arnendment:: had no impact on the disclosLll'es or on the

anlounts lecognised in the compall)"s finailcial
statelllellts.

o
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R.EPORTS,A\ND FINANCIA'I STAI| EMENI|S
F'OR. T'HE YEA-R. ENDED .IUNE 30,20n9

XVII. ]NOTES TO THE FI{ANCI.AL STATEMENTS (Continued)

3. APPI-ICAT'ION OF NEW AND R.EVnSEID INTERNATIONAL FIII.AIICI{L REPOR'TII{G

STANDARDS (xF'RS) (Continued)o

a

o

a

o

a

a

o

o

The amendment, applicable to annual

on or after I January 2016, adds guidance to clarify

whether a servici:rg contract is continuing iavolvement

i.u a transferred asset.

The application of this interpretation has had no material

impact on the disclosures or on the amounts recoenised

in the company's financial statements.

periods beginningJan 2076Ameudment to IFRS 7

(Annual Intp rov em e nt s t o

IFRSs 20 I 2-20 I 4 Cltcle,

issued in Septentber 2014

The amendments, clarify guidance on

aggregation, the presentation of subtotals, the structure

of fiaancial statements and the disclosure of accounting

poiicies,

The application of this interpretation has had no material

impact on the disciosures or on the amounts recognised

in the company's financial statements.

materiality andt lan 2016Amendments to IAS I titled

Discloswe Initiative (isnted in

December 2014)

J[6 amendments clari$ t]at:
o Unrealised losses on debt i:rstruments measured

at fair value and measured at cost for tax

purposes give rise to a deductible temporary

difference regardless of whether the debt

iastrument's holder expects to recover the

carrying amount of the debt instrument by sale

or by use.
o The carrying amount of an asset does not limit

the estimation of probable future taxable

profits.
o Estimates for future taxable profits exclude tax

deductions resultiag from the reversal of
deductible temporary differenc es.

Aa entity assesses a deferred tax asset i:r combination

with other deferred tax assets. Where tax law restricts the

utilisation oftax losses, an entify would assess a deferred

tax asset in combiaation with other deferred tax assets of

the same type.

The application of this interpretation has had no material

impact on the disclosures or on the amounts recognised

in the company's fiaancial statements.

Ian2017Recognition of Deferced Ta:t

Assets for Unrealised Losses

(Amendntents to US 12

27
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R.EPOR.T'S A}{D F'NNAII{C [A[. STAT'EMENIIS

F'OR. THE YEAR. ENDED .IUNE,30, 2019

xvu. NOTES To THE FiN,ANCIAL STATEMENTS (Continued)

3' APPLICATIoN oF NEw AND REVIsED [{TERN.ATIOI\TA,]. F,mIA}jCn.4]L ]REPORTDIG

ST.ANDARDS ([FRS) (Continued)

(ii)Amendedstandardsandinterpretationsinissuebutnotyeteffectiveintheyearended30June2019

a

a

a

o

o

o

o

t

a

disclosures that enable users of financial statements to

evaluate changes ia liabilities arising from financing

activities. To achieve this objective, the IASB requires

that the following changes in liabilities arising from

financrng activities are disclosed (to the extent

necessary): (i) changes from financi:rg cash flows; (ii)

changes arising from obtaining or losi:rg control of

subsidiaries or other businesses; (iii) the effect of

changes i:r foreign exchange rates; (iv) changes in fak

values; and (v) other changes.

The application of this interpretation has had no material

mpact on the disclosrues or on the amounts recognised

in the company's fiaancial statements'

entities shall provideThe amendments' objective is thatJan 2017Disclostu'e Initiative
(Antenfinents to IAS 7:

Statement of Cashflows)

Effective DateStaudard

applied to all contracts with customers)

and new or imProved guidance'

and their8IASIASnew replacesstandard,The
establishesItand 15IFRIC 3 8).-J a:rd(srciaterpretations

revenueforframework recogutlonanda comprehensivesi:rgle
andiadustriestransactions, capitalacrossto consistentlYapply

betomodelon five-stepawith core ftasedmarkets pri:rciple
discloenhanced sures,

i Jan 2018FRS 15 Revenue

front Contracts with
Customers (iswed in
May 201a)

1c)_o

O
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REPOR.liS AND F'INANCNAX. SIIAIIEIME'h'IIIS

F'OR. THE YEAR. END ED JIUNE 30,20n9

X\rfr. I,IOT'ES TO TlmE FE{ANCXAI' STATEMENTS (Continued)

3.APPLICAT.xONoFNEwANDREVISEDINTER}IATIoNA].
STAi'{D ARDS (IFRS) (Continued)

I.'XNAI.{CNAI, R..EPOR.TNNG

TheDtectorsoftheCompanydonotplantoapplyanyoftheabove.untiltheybecomeeffective.Basedontheir
assess*ent of the potential impact of applicatiol'of tt. uUor., they do not exiect that there will be a significant

impact on the company's finaucial statements

(iii) EarlY adoPtion of standards

The Company did not early - adopt any new or amended standards in year 20 i 9

impairment, hedge accounting and dereco gnition:
' . IFRS 9 requires alirecognised fiiancial assets to be

subsequently measured aiamortised cost or fair value

ithrdh profrt o' loss or through other comprehensive

io"o.i), depending on their classification by reference

to the business mJdel within which they are held and

their contractual cash flow characteristics'

o o For financial liabilities, the most significant effect of

IFRS 9 relates to cases where the fair value option is

taken: ttre amount of change i:r fair value of a fi:ranciai

tiability designated as at iair value through profit or

loss that is attributable to changes in the credit risk of

that iiability is recognised in other comprehensive

income (rather than 
-in profit or loss)' unless this

creates an accountiag mismatch

e For fts imfairment of fi:rancial assets' fFRS 9

i:rtoduces an "expected credit loss" model based on

the concept of provitling for expected losses at

i:rception of a coJtract; it will no longer be necessary

for there to be objective evidence of impairment before

a credit loss is recognised'

n For hedge accounting, IFRS 9 introduces a substantial

overhaul allowi:rg fiiancial statemetrts to better reflect

how risk *u,ugt-natot activities are undertaken when

hedging financial *d aenfi nancial risk,exposures'

. fne aeiecognition provisions are carried over aLmost

unchanged from IAS 39'

a

verslonsthealiand)IAS prevlous9 (will replacestandardThis
andclassificationtheforCIt ontains requirementsiFRSof a\

liabitties,financialandassetsfinancialofmeasurement

1 Jan 2018IFRS 9 Financial
Instt"tonents (issued

in July 2014)

obligation to make lease PaYments

mo del,accountingnew lesseeiatroducesstandardnewThe allforand liabilitiesassetsrecotolesseea glusewilland requue
theunlessmontls,than t2moreoftermawithIeases tobewilllesseeA requiredvalue.lowof1Sassetunderlying
theusetoits rightetass representuga right-of-userecogruse itsleasea represenfingand liabilityassetedleasunder lying

7 Jan 2079IFRS 16: Leases

(isrued in Jaw.mry

2016)
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a)

)flr'nn.

A

b)

d)

I{OllES liO THE FII-I,ANC[lL STATEMEI-ITS (Continued)

S I.IAM4,ARY O F' S IGNI IFI C,{]"{T AC C O UNTS'I G P OI-TC IES

The principle accounting poiicies adopted ur the preparation of these financial statements are set out below:

Revenue recognition
Revenue is recoglrsed to the extent that it is probable that future economic benefits wiil flow to the Company

and the revenue can be reliably measured. Revenue is recognised at the fau' value of consideration received or

expected to be received lo tU. orairru.y course of the Company's activities, net of vaiue-added tax (VAT)' where

applicable, and when specific cnteria have been met for each of the Company's activities as described beiow'

i) Service Income is recognised in the year rn wbrch the Company renders the shipping services to the

customer, the customer has accepted the products and collectability ofthe related receivables is reasonably

assured.

il) Grants from National Governmeut are recognised in the year in which the entity acfially receives such

grants. Recurrent grants and Development/capiial grauts are recognized in the statement of financial position

and realised ia the statement of comprehensive income'

iii) Fi,auce income comprises interest receivable from bank deposits and investment in securities, and is

recognised in profit o, jos o, a time proportion basis usi:rg tlie effective interest rate method'

iv) Other income is recognised as it accrues'

Vehicles and equiPment
Vehicles and equipmenf are stated at cost less accumulated depreciation and any accumulated impairment

losses.

Depreciation
Depreciation on vehicles and equipment is recognised in the income statement on a straight-liae basis to write

aoi^ tn. cost of each asset ove;th;ir expected uieful lives at the following an:rual rates:

o

a

o

c)

Vehicles

Furniture, fittings and equiPment

Computers

Containers

25%

12.5%

) ).))70

2s%

o
A full year,s depreciation charge is recognised both in the year of asset purchase and in the year of asset

disposal

e)

Intangible Assets
Computer software costs are recognised as intangible assets and are stated at cost less accumulated

amortisation. Acquisition costs are imortised on the- straight- line basis over the expected useful lives' not

exceeding a period ofthlee years.

Impairment
At the end of each reporlilg period, the company reviews the carrying amounts of its tangible assets to

determure ."vhether,rr.r. lr .iv indication that'those assets have sufiered an irnpainlent loss. If any such

iridicatio, exists. the recoverable anlount of tlie asset is estimated in ordel to detenline the extent of the

impainlent loss.

If the recoverable aruount of an asset is estir.nated to be less thau its calryulg amoul]l. the canying ar.nouut of the

asset is r.educed to 1ts reco\/ei-able amonnt. ir-npaimienr losses are lecognised as all e\l)ei)se ir,illlediatelr'' ullless

the r.ele'a,t asset rs carried at a r-er.alued amount in u,hich case the impaimrent loss is treated lls a decrease in

the revalrLatrott stttPlus.

l')

a

o
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i)

xvII.NOTEST.o']lHEF,r.{ANCI,ALST.ATEMENTS(Continued)

4. SIIMMARY oF SIGNIF]ICANT ACC0UI\iTm.[G Pon,ICnES (Continued)

0 
f"t:".Y:H*.t;:rlf"Tt", finance ieases whenever the terms of the lease transfer substantiailv al1 nsks and

rewards of ownership to the company u, u t"s"". All other leases are classified as operating leases'

The contPanY as lessee

Rentalspayableunderoperatiagleasesarechargedtotheprofitorlossonastraightli:rebasisoverthetermof
the relevant lease.

c) H;i:'J::t*e stated at the l0wer of cost and net realisable value. The cost of ilventories comprises purchase

price, transportution urra handing .n.g.t, *a is det."mined cn the movh g average pnce metho<i'

h) 
TfJJ;1t"'f:ru:tti'#,::ti.. ,..ogr,;r"d at fair varues tess arlowances for anv uncollectible.amounts' These

are assessed for impaiment lra a eontinuing tusis a:, estimate is made of doubtful receivables based on a

review of all outstrrndlrg amounts "t 
t;;; ".J. 

s"a debts are written off after all efforts at recovery have

been exhausted.

Taxation 7 -i---'-- a +^-. /a,,*
Income tax expense represents the sum of the tax currently payable and deferred tax' current taxatlon ls

provided ou the basis oitl" r"rotts for the period as shown jn tie-financial statements' adjusted ia accordance

with tax legisiation.

Deferred tax is provided using the liability method, for all temporary differences arisiag between the tax bases of

urr"t, uod liabilities and their canying values for financial reporting purposes'

Deferred tax liabil.ities are recognised for all taxable temporary differences' while deferred tax assets are

recognised only to tn" .*i"oi ,nui i, i, probable that future taxabL profits wilt be geoerated agai::st which the

,rrrr].d tax losses and unused tax credit can be utilised'

F#t#1,fit"1#:'iilf$"tement of cash flows, cash and cash eQuivalents comprise cash in hand, bank

balances net of outstand;il;rk ;;"idruft, uoa tno.t term deposits- Slort term deposits are liquid investments

which are readily convertlble into known u*o,ot, of cash and which were within tbree months of maturity

when acquired.

Banl< account balances include amounts held at various commercial Baoks at the end of the reporting period'

T##ot"riii;f#i.'i'-. non-i:rterest bearing and are .uoi:g at amortised cost, which is measured at the

fair value of contractuai ""fr" "f 
,ne consideraoti;1; t" paid 

-rn 
future in respect of goods and services

;;pli;4 *h;tnli Uil.a io th" ;r,ttv or not, Iess any payments made to the suppliers'

Retirement benefi t obligations

The company operates a defined contribution scheme for at1 fuIl+ime cupioyees' Ihe scheme is admirustered by

an iDdependent fund *uoug.t and is funded by conlributions from both the comf'any aad i15 smf loilees'

TheCompanyalsocontributestothestafutoryNationalsocialsecurityFuud(\ISSF).Tirisisadefured
contribution scheme ,.gi.t...d under the Nationat Social Secuuty Fund Act' The company's obiigations under

this scheme is lr*rited to specific contributio,s legislated fi-oni iirne to tirne and is currently at Ksh' 200 per

err.ployee per month.

i)

k)

l)
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>ryu.NoTESToT.nnE]F.m{A}iC[,AJ"ST,{TEVIEI.IT'S(Continued)

4,.SIIN,flV{AR'YoFSIGNIFICANTACCOUI{T${GPOI.ICmS(Continued)

m) 
ilT,'j}::r1":r[fi:j:ffi,:'l*ual reave are recognised as rhey accrue at the emplovees. Provision is made for

the estimated iiabitity for annual leal'e at the reporting date'

n) Exchange rate differences 
-L ^ c,.^^j:^-^r ' : envir.onment rn whrch

The accounti:rg ,..ord, are maintained in the functional curency of the primary economl(

the entity operates, Kenya Shillings. Transactions in foreign currencies during the yearlpenod are translated into

the functional currency usiag the .*.irr"g.-rut.r prevailiig at the dates of the transactions or valuation where

items are re-measured. Any foreign exchange gai:rs and losses resultir:g from the seftlement of such transactions

and from the translatiotr at year- end exchlng-e rates of monetary assits and liabilities denominated ia foreign

currencies are recognised rn profit or loss'

o) Budget Information
TheoriginalbudgetforFY2ols-ZolgwasapprovedbytheNationalAssembly.Subsequenfrevisionsor
additionai appropriations were made to the approved budget-ur accordance with specific approvals from the

appropriate autn'orities. The additionl ufp.oiiiutions.arJadded to the original budget by the entity upon

receiviagtherespectiveapprovalsinordertoconcludetirefrnalbudget.

Theentity,sbudgetispreparedonadifferentbasistotheacilaliacomeandexpendituredisclosedinthe
hnancial statements. The financial statements are prepared on accrual basis using a classification based on the

nature of exper* ,, the statement of rrou.r.iut p"ib..ro.r, whereas the budget is prepared on a cash basis' The

amounts in the hnancial statements were recast from the accrual basis to the cash basis and reclassified by

presentationtobeonthesamebasisastheapprovedbudget.Acomparisonofbudgetandactualamounts,
prepared on a comparable basis to tn. upf.u.a urag.,, -=*ft* p..r"ot.d i:r the statement of comparison of

budget and actual amounts. In addition to the Basis difference, adjustments to amounts i:r the financial

statements are also made for differences in the formats and classificationschemes adopted for the presentation of

the financial statements and the approved budget'

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

budget and actual amounts and the actuals as per the statement of financial performance has been presented

under section X\rI of these financial statemetrts'

p) 
fiffi:TJ:::io, .oorou.utive figures have been adjusted to conform with changes in presentation during the

current Year.

q) Subsequent 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, 2019 '

SIGNIFICANTJTIDGMENTSANDSOTIRCESoFESTIMATIONTINCERTAINTY

In the application of the compary's accouI]tlllg policies, which are described iu note 1' the directors are required

to make judgeme,ts. esti,rates aird assumptions abo,t the carrying arnounts of assets and liabilities that are not

readily apparent from other sorlrces. The eitiurates a,d associatld issumptio,s ar-e based oir hrstorical experie,ce

and other factors that are considered to be r:elevant. Actual results may differ from these estimates'

The estilnates a.d L,rde::l'iug assunlptlolls eLe te'ier^.'ed oit au ongoi.g basis Re'isjons to accoullti,g estimates

ar.e recognised iD the p.riodi, u4riih the estrn.rate rs r.evrsed if ihe revision aflects o[il that preliod or in the

per:rod of the r.evisron nnd fu*rr. periods rf the Ievisron afTects botil culr'ellt and tutL[.e pericrds

lr

o

o

o

5.

o
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xvu. NoT.Es To THE FxNl,NCxAI. STATEh/IENITS (Continued)

SIGNIFICANT.JT.IDGMENTSA-}IDSOI]RCESoF'ESTm4ATIONUNCERTAm.ITY(Continued)

Thekeyareasofjudgmentinapplyingtheentitiesaccounti:rgpoliciesandsourcesofestimationuncertaintyare
dealt with below:

(a) Critical judgements ur applyrng accounthg policies

There are no critical judgments, apart tom those i:rvolving estimations fsee (b) below]' that the directors

have made ia the process of applying ,n" gi,p;t "tt""tii"g 
policies and thai have the most significant

ef[ect on the amounts recognised ia frnancial statements'

(b) Key sources of estimation uncertainty

Impatrment losses

At the end of each reporting period, the company reviews the carrying amounts of its tangible and intangible

assets to determi:re #n.rl"i rlli" i, *v .aiiutif n that those asseis h-ave suffered an impairment loss' If any

such indication exists, the recoverable u-.*t or the asset is estimated in order to detirmine the extent of

the impairmeot torr. 
"UilJ* ni, oo, possible to estimate the recoverable amount of an individual asset' the

compaty estimates the recoverable amount of the cash generating unit to which the asset belongs'

Vehicles, equipment and intangible assets

critical estimates are made by the directors in determining depreciation rates for vehicles' equipment and

i:rtangible assets.

C o ntingent I iabtl ities

As disclosed ia note 26 to these financiai statements, the company is exposed to various contilgent

liabilities - tir" oo.*ui*rrr" of U,rr*"r, i*i"aG tertain- pe"aing u"aitt *itn Kenya Revenue Authorify

and a number of outstanding legal 
"ur"r. 

f[.-Jir*trs evaluate thJ status of these exposures on a regular

basis to assess the probability ortlt to!'l'*ii*"*t-g ttrated liabilities' However' provisions are only

made in the financial statements where, Uur"d oo the d-irectors' evaluation' a present obiigation has been

established.

5

6 GOINGCONCERN

As at June 30,2[lgthe company had a shareholders' deficit of Sh 465'633'870 (2018: Sh' 418'646'792) and its

current liabilities "*"..ala 
it-, .,roent assets uv sn +s,8tr,630 (2018: Sh. j6,643,1i7) primarilybecause of the

tradinglossesmadei::.thepastyears.Italsoincurredalossfortheyearended30June20lgofSh46'987'078
(2018: Sh. 42,829,527).

The directors and management are pursuing a number of strategies to ensure the company retums to profitable

trading. These measurestclude the ongoing restructuring of the Company'

on this basis, the directors consider it appropriate to prepare the financial statements on the going concern basis'
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XVtrINOTESTOTHEFINA]'ICXAX'STAT'EMENTS(Continued)

7, LOSS BEF'ORE TAXATXON

The loss before taxation is arrived at after charging / (crediting)

Auditors' remuneration
Bad debts iess recoveries

Depreciation on motor vehicles and equipment

Amortisation of Intangible Asset

EmFloyments costs

Operatiag iease rentals

8. SERVICE INCOME

Terminal Handling Charges (THC)

Container Demurrage Revenue

Miscellaneous Revenue - Local

OTHT'RINCOME

Other Miscellaneous receiPts

1.0. SERVICE COSTS

Discharging Charges

Containers Costs

11. EMPLOYMENT COSTS

Salaries and wages

Pension firnds contributions

Medical expenses

Staff training and welfare

NSSF contributions

450,000
(51,849)

9 8,509
3 1,551

26,767,091
2,803,800

1 8,051
1,680

646,237

2019
Kshs

15,540
2,536

18,985,000
3,262,690
3,424,657
1,054,344

40,400

2018

Kshs

450,000
(602,288)
141,938
31,552

25,822,126
2,452,078

94,074
8,400

829,898

T

o

o

a

a

o

o

a

a

665,968 932,312

9

508,504 780,802

508,504 780,802

40,007
167,154

18,076 207,t67

17,626,919
2,953,8s8
4,360,387

842,562
3 8,400

26,767,091 25,822,126

-aA
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XWX NOT'ES T'O TEE FI'{ANCIAL ST.ATEI{ENTS (Continued)

The average number of employees at the end of the year was

Permanent employees - Management
Permanent employees - Non -Managerial
Temporary and contract employees

1,2. ADMINISTRATION COSTS
Advertising & Marketing
Audit fees
Bad debts less recoveries
Bank charges

Board Expenses

Donations
Electricity & water
Entertainment
Insuranc€

Legal and professional
Other/lvliscellaneous Expenses
Motor vehicls running
Penalties
Printing and stationery
Rent
Repairs and maintenance
Corporate Social Responsibilities
Subscriptions and renewals
Telecommunication
Transport, lrsvslling and accommodation

4

t2
I

4

12

1

l7

20t9
Kshs

251,217
450,000
(51,849)
760,387

5,829,534

t7

2018
Kshs

234,473
2,452,078

270,877

228,389
774,747

7,656,254

500,100
450,000

(602,288)
134,488

4,076,870
10,000

7 5,491
1,044,342

490,160
145,500
554,045
643,778

113,531
943,495
535,628
601,220
890,322
676,57s

3,939
496,849

2,803,800
28s,386
200,000
192,519
777,1s4

5,836,145

20,995,845 19,739,303

13 TAXATION

(a) Tax charge

Current taxation based on the taxable (loss)/profit for the year at3lyo
Deferred taxation (credit)/charge

(b) Reconciliation oftax charge to expected
tax based on accounting (loss)/profit

Accounting (loss)/profit before taxation (46,987,078) (42,829,s27)

TAXATION

30 June 2019. there was a potential defened ta\ asset whicli has not been recognised in these financial
temerlts becar.rse of the urceftaurtv reearding the company's ability to generate sufficient furure taxable protits

r.i,irich the accumulated tar iosses can be utilised.
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XVUI'lO'ltESTOTHEFINANCIAI'STATEMENTS(Continued)

15. VEI{ICLES A.ND EQI-IIPNIE}'IT

2019 Motor
vehicles,

Computers,
Containers,

furniture, fittings
& equipment 

-
Total

COST
IGh Ksh Ksh

At July 1, 2018 4,397,301 10,509,517 14,906,818

Additions
61,495 61,495

Disposals

At June 30, 2019 4,397,301 L0,5'71,012 14,968,313

DEPRECIATION

At July i , 20 18 4,396,301 10,180,554 t4,576,855

Charge for tle Year
98,509 98,509

Eliminated on disPosal

At June 30, 2019 4,396,301 t0,279,063
"1,4,675,364

NET BOOK VALUE

At June 30, 2019 1,000 291,949 292,949

6l
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R.EPO T'S ANID F'NN,ENCIAN, STATEMENIIS
F''0R vEAtR. EI{DED "ntrNE 30, 2019

TO THE F'["{ANCXA-X, STATEMENTS (Continued)

AI.ID EQUIPMENT' (Continued)

At June 30,2llg,vehicles and equipment with a cost of Kshs 14,3gg,684 (2018: Kshs 14'818'456) had been fully

depreciated.

Total

Computers,
Containers,

furniture, fittings
& equipment

Motor
vehicles,

2018

KshKshKshCOST

14,818,45610,427,1554,397,301At July 1,2017

88,36288,362
Additions

Disposals

14,906,81810,509,5174,397,30LAt June 30, 2018

DEPRECIATION

14,434,91710,038,6164,396,30LAt July 1,2017

141,93 8141,938
Charge for the Year

Eliminated on disposal

14,576,85510,180,5544,396,30LAt June 30, 2018

NETBOOKVALUE
329,963328,9631,000At June 30, 2018

31
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XVII I{OTES TO THE F'[N'{NCIAL ST'ATEMENTS (Continued)

i6. MITANGMLE ASSETS

COST
At 1 July
Additions

At 30 June

AMORTISATION
At 1 July
Charge for the Year

77. FINANCEINCOME
Unrealized foreign exchange gain

Interest on fixed dePosit

18. GAIN ON DISPOSAL OF NON-FINANCIAL ASSETS

Gain on disposal ofnon-financial assets

FINANCE COSTS
Uorealized foreign exchange loss

INYENTORTES
Stationery and general stores

Provision for obsolete stocls

2I. (A) TRADE AND OTEER RECETVABLES

Trade receivables [note 21 (b)]

Deposits and PrePaYments
VAT recoverable
Withholding tax

Other receivabies

2019
IGhs

137,434

731.434

20i8
IGhs

485,020
252,474

73'.1.434

tiD

o

a

o

o

o

a

At 30 June

NETBOOKVALUE
At 30 June

At30Iune20lg,intangibieassetswithacostofSh485,020hadbeenfullyamortised.

548,123 516,572

1g9,311 220,862

118,727 1,189,921
227,260

118,727 1,417,181

200,750

(569,955) (617,142)

516,572
31 ,55 I

6s9,037
(143,334)

485,020
3t,552

624,305
(143,334)

3 8,205,968
4,062,436
9,696,s89

34,089

i 7,030,318

69,029,400
(51.427.696)

a

19

20

515,703 480,971

38,170,1 I I
5,508,215

10,634,294
34,089

i 7,188,289

Gross trade and other receivables

Provision for bad and doubtful trade receivables

7 t,534.998
(51.431.999) a

Net trade and othe:: receivables

ao
_rd

10.102.999 11.601.704

o
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XVnI NOTES TO TIIE FBIAITCIAL STATEMEI'IT'S (Continued)

21 (b ) T"R.A-DE RECETV.AtsLES
Trade receivables
Accrued Iucome

22. BANKAND CASEBA-LANCES
Kenya Commercial Bank (Kshs A/C)
Kenya f,smmercial Bank Osd A/C)
Barclays Bank of Kenya (Khs A/C)
Barclays Bank of Kenya (Usd A/C)
Barclays Bank of London (Usd A/C)
Cash rn hand

SHARE CAPITAL

(a) ORDINARY SHARE CAPITAI

Authorised:

200,000 ordrnary shar-es of Sh. 1,000 each

Issued and fully paid:

93,523 ordinary shares of Sh. i,000 each

On 30 March 2002, the shareholders passed a special resolution to ef[ect the following changes in the

company's authorised and issued capital:
! io ,"drr.. the par value of the company's ordinary shares fiom Sh.1,000 to Sh.500 per shar,e without

reducing the number of shares issued,-thus reducirg the total pll'd up capital tg Sb'.46,761,500. The

credit aising from this reduction was to be applied towards reducing accumulated losses carried in

the statement of financial position.

I to increase the reduced authorised share capital of Sh. 100,000,000 (made up of 200,000

ordinary shares of Sh.500 each) to Sh.300,000,000 (made up of 600,000 ordinary shares of Sh.500 each).

I to issue an additional 147 ,363 ordiaary shares at a price of Sh.500 per share of which 38,670 shares would

be aliotted to the principai shareholdei, Kenyu Porti Authority, while 108,593 shares would be ailotted to a

new shareholder, Heylvood Shipping Company Linrited.

The effect of these changes would be to increase the issued share capital from Sh.93,5 23 ,000 to Sh. 120,443,000.

e formal petition was 1o-dged with the High Court of Kenya seeki:rg a confirmation of the reduction in the par

value of the company's shires rn accordance witli the requirernents of the Kenyan Compaaies 4"t A
pi.fi*-ury application to the High Cgr1rt $l dispense with.the requirer_lent to serve notice to all the creditors of
it . .o*p*yf was ,rade on 10 M-ay 2003. Eowever, the Eigh Court did not grant the orders sought. The

.orrpuoy is now seekilg alteprative lvays ofreorganisilg its share capital.

38,170,111 38,205,968

38,170,111 38,205,968

2019
Kshs

911,359
430,015
75,866

t,200,487
67,351
40,000

2018
Kshs

12,283,932
976,446
613,838
701,5 80

68,278

40,000

23

23

2,725,078 14,684,073

200,000,000 200,000,000

93,523,000 93,523,000

o
39
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XVmINOTESTOTHEFIiI*'I'^!NCIA\LSTATEIVIENT'S(Continued)

23 (b) FIJNDS AWNTiNG.A]-LOTMEI',IT
The funds received fi.om I(errya Ports Aut]rority anrourrting to S1r 19,335,000 arrd fi-orn Heyvr,ood Shippilg

Company Limited amounting to Sh 54,346,500 iotalling sh 73,681'500' (2018: Sh' 73'681'500)' continue to be

carriedilthestatementoffinancialpositionasfundsawaitirrgallotmentofsharesuntilsuclrtimetlratan
altemative way of reorganisrng slrare capital is agreed upon between tlre existing sirareholders and Heyl,uood

ShiPPing ComPanY Limited'

o

a

a

a

o

23

24. TRADEANDOTHERPAYABLES

Trade payables

Accruals and other PaYables

25.

(b) Other related parties include:

1i) The Palent Muustrl'
(ir) I(eY lvlanagement
(iii) Board of Dilectols

(c) CAPITAL GRANTS FROM GO\.ERNMENT

Since July 2013, the Government through KPA has injected capital of Sh' 250'090'000 (2018: Sh'

215,350,000) million which is treated as capital grants The funds continue to be carried in the statement of

financiar position as capitar grants from Government until such time that an arternative way of reorganisi:rg

share capital is agreed upon between the existing shareholders and He1'wood Shipping Company Lirnited' a

20t9
Kshs

26,843,589
18,646,635

2018
Kshs

23,029,391
19,715,573

45,490,224 42,744,9',70

Included ia the trade payables baiance are amounts totalling sh' 5'496'106 (2018 - sh 5'429'040) due to

container leasing companies, most of whom- stoffi;il;il::tlot container lease charges and monthly

statements to the company several years back. Thiliabilitieiamed in trade payables in respect of amounts due

to these suppiiers are based on balances outstanding when statemeot, *t'-'1u,,t received from these suppliers

faiso see note 26 (iii)]. Based on compromir. ]rlu'ogt*"*' thut u" bei:rg negotiated with major container

leasing companies, u orr*U.. of -hich have U".n ,',tt;"fui, the directors believe that no further liabilities have

u..-Jd si:rce the deterrnir:ation of these balances'

RELATED PARTY BAIANCE AND TRANSACTIONS

(a) KenYa Ports AuthoritY

Kenya Ports Authoritv (KPA) ':yt)" !!y!?:
Kenya Ports Authorily is the majority share holder of Kenya National Shipping Line Ltd' holding 14'87% of the

company's equity rnteresi f*V. p""s Authority hus prouidtd full guara,iees to ali long term lenders of the

entity, both domestic and external'

O

o

a

o
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S .A}.ID F'INANCNAN, ST'.\IIE,MENT'S

THE, YE,{R. ENDED.nUNE 30,20n9

I{OTES TO THE FlN.A}iCIAl' SIIATEMENTS (Contiuued)

RELATED PARTY tsAIANCE AND TRANSACTXONS (Contiuued)

Transactions with related

CONTIN GENT LIABILITIES

(i)Thecompany,inthenormalcourseofbusiness,holdscontaiaersleasedfromvariouscompanies'Should
any container U" fori oi au-aged, the "o-]r*V'n* 

ihe respo''sibility to compensate the owners' The

directors do not anticipate any significant dili;;t to atcru" from tlese arrangements' apart from those

liabilities abeadyp.ofi a.a io, ln-ta" financial statements (2 0 1 8 : Nil).

(ii)In2004,KenyaRevenueAuthority(KRA)carriedoutawittrholdingtaxauditof.thecompanycoveringtlre
year 2003 uoa ,,..,.11 al-"oa & iA Z,SZ{,8,3 

'e1 
,"n-aid withlolding taxes, interest and penalties' The

company has raisedli "ti"",ior 
*itn .eg*d to this, and the amount h-as not been provided for as' 'ur the

opinion of the directil, ta'. .o-puoy n"t g"oa gto*iat r"r the objection lodged' A:r amount of Sh 974'298

already paid in *r;;;; J ,Ui, demuoa Uit t"""" t"Aected as u ttui* recoverable vTilhin trade and other

receivables.

(iii) A claim from Textainer Equipment Limited for uS$17,571 (sh' 1'797'483) in respect of unpaid invoices

rncluded in their ,,^i.*.J i,.nin last receivJd, n"r ,"t u""' pi*ia"a for ir the financial statements because

the directors u"ti.r. tnuiJu. aur* is not valid(2018: US$ l'1,577 -Sh' l'775'549)

(iv) A claim from P. N. Com-unications Lil''lited for US$ 17,660 (Sh 1'806'588) i:r respect of advertisement

services rendered has not been providedf;;;in-6qg* -"1t" directors having regard to legal advice

r"..i".a.tu. ctaim is-roivalid (i018: uS$ 17'660- Sh 1'784'543)'

(v) There are ongoing legal claims for specific damages which have been brought against the company by

fo*,er empioyees. d;:il ffi;., j.:; ;;*;;, ,...ii.a, tire dir-ectors do *ot a,ticipaG that these claims will

result in significant losses to the company'

20182019
KshsKshs

55,3 50,00044,590,000
Grants from National(a) Government

55,350,00044,590,000
Total

Key Management ComPens(b) ation

960,000856,334
Directors' Emoluments Telephone Allowances)(Honorar-ium &

4,843,7595,749,546
Compensation to CEO

4,360,4165,254,147
Compensation to KeY Management

10,163,57511,860,027
Total
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27. NOTES TO TEE STATEMENT OF CASH FLOWS

Reconciliation ofoperating loss to cash used in operations:

Loss for the yearlPeriod

Adjustments;
Interest receivable recognized i:r the ioss for the yearlperiod

Depreciation on motor vehicles and equipment

Amortisation of intangible assets

Loss/(gain) on disposal of equipment

Loss for the yearlperiod before workrng capitai changes

(Increase)/Decrease in trade and other receivables

(Increase)/Decrease in iaventories

Increase/(Decrease) in trade and other payables

Net movement in related company balance

Net cash used in operations

2019

Kshs

20i8
Kshs

o

t(46,987,078) (42,829,527)

98,509

3 1,551

(2,50t,295)
(34,732)

2,745,254
r0,29r

141,938

3r,552

(417,801)
(72,385)

(5,358,084)

(46,857,018) (42,656,037) o

o

o

o

a

a

(46,637,500) (48,504,307)

28 FINANCIAL RTSK MANAGEMENT

The company manages its capital to ensure that it will be able to conti:rue as a goi:rg concem rvffis maximising

the return to shareholdeis-d[;gh the optimisation of the debt and equity 6alance. The company's overall

strategy remains unchanged from 2018.

Significant accounting Policies

Details of the significant accountiag policies and methods adopted, rncluding the criteria for recognition, the

basis of measurement and the basis"on which income and expens"s ar. .e.ogoised, in resPe-ct of each class of

n"*.iuf asset, financial liability and equity i:rstrument are disclosed i:r note 4 to the financial Statements'

Financial risk management objectives

The company,s activities expose it to a variety of fi:rancial risks iacludlng credit and liquidiry risls, effects of

changes rn foreign currency and interest rates and changes il1 market prices of th-e gompanl's services' The

.o*f,*y, or".iu risk management programme focusis on unpredictability of changes i:r the business

environment and seeks to miJmis. thi p6tential adverse effect of such risk on its performance by sefiing

acceptable levels ofrisk. The company dols not hedge any risks and has in place policies to easure that credit is

extended to customers with an established credit history'

:,)
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(i)

NOTES T'O T'HE FD{.ANCIAL STATEMEI{TS (Coirtinued)

FINAI.IC IA-L RISK M.ANAGEN{ENT (Continued)

Credit risk management

Credit risk refers to the risk that customers will default on their contr-actual obiigations resulting in financial loss

to the company.

The company,s credit risk is primarily attributable to its trade receivables. The amounts presented in the

statemeniof financial position'are neiof allowances for doubtful receivables, estimated by the company's

management based on prior experience and their assessment of the current economic euvironment'

The credit risk on trade receivables is limited because the customers are known customers with hrgh credit

ratings.

The credit risk on liquid funds with hnancial institutions is also low, because the counter parties are banks with

high credirratings.

The amount that best represents the company's maximum exposure to credit as at 30 June 2019 and 30 June

2018 is made up as follows:

2019

Fully
performing

sh
) 7)\ o7R

603,470

3,328,548

Past due
Sh

Past due
Sh

Impaired

37,566,641

37,566,641

Impailed
Sh

37,484,323

37,484,323

Sh

Bank Balances
Trade receivables

2018

Bank Balances
Trade receivables
Due from Directors

FUIIy
performing

Sh
14,684,073

72r,64s

i 5,405,71 8

Cash and cash equivalents are fully performing'

The customers under the fully performrng category are paying their debts as they continue tradrng .The default

rate is lolv.

The debts that are due are not impaired and continue to be paid. The debts that are impared have been fully

provided for.

o
A1
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28 n'n{ANcldl, RnSK MAN,A.GEMENT (Continued)

(ii) Liquidify risk management

Ultimate responsibility for liquidity risk management rests with the Board of Directors, which has built an

appropriate liquidity risk management framework for the management of the company's short and medium-term
fuading and liquidity management requirements. The company manages liquidity risk by mai:rtajning banking
facilities tbrough continuous monitoring of forecast and actual cash flows and matchiag the maturiry profiles of
financial assets and liabilities.

The tabie below anaiyses the company's financial liabilities that wiil be settled on a net basis rnto reievant
mafurily groupings based on fts lgrn6ining period at the end of the reporting period to the contractual maturify
date. Balances due within 12 months equal their carrytng balances, as the impact of discounting is not
significant.

,

o

o

a

a

o

o

Less than
I month

SIr

Between 1.-3

months
Over 3 months

sh

23,257,726

26,615,186

Total

Sh

26,843,589

26,675,t86

shAs at 30 June 2019

Trade payables

Due to related company

Total

As at 30 June 2018

Trade payables

Due to related comlany

Total

3,113,363 472,s00

3,113,363 472,500 49,932,912 53,518,775

o

oLess than
l month

sh

Befween 1-3
months

Sh

3 mouths to I
year

Sh

Total

Sh

23,029,391

26,664,895

r92,568 22,836,829

26,664,895

t92,568 49,50"t,724 49,694,292

(iii) Market risk

The board has put in place an intemal audit function to assist it in assessing the risk faced by the entity on an
ongoi:rg basis, evaluate and test the design and effectiveness ofits i:rternal accounting and operational controls.

Market risk is the risk ar-ising fi-om changes iu rnar-ket prices, such as ilterest rate, equity prices and foreign
exchange rates which will affect the entity's income or the value of its holding of financial instruments. The
objective of urarket risk nranagement is to ruanage and control market risk exposures withli acceptabie
parameters, while optimrsing tlie return. Overall responsibility for ilanaeins rnarket nsk rests u,ith the Audit and
Risk NIanagemelrl Conulittee.

,t !1.
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X\{I NOTES TO THE F'INANCIAI, STATEI4ENTS (Continued)

28 FINANCIAL R..ISK IvIAIIAGEMENT' (Contin ued)

(iii) Market risk (Continued)

The company's Fi:rance Department is responsible for the development of detailed risk management policies
(subject to review and approval by Audit and fusk Management Committee) and for the day to day
implementation of those policies.

There has been no change to the entity's exposure to market risls or fts 6anns1 in which it manages and
measures the risk.

(a) Foreign currency risk managemeut
The company undertakes certaia transactions denomjnated in foreign currencies primarily rn US Dollars. The
fluctuations ia currency exchange rates result i:r changes ia the value of monetary assets and monetary
liabilities denominated in foreiga currencies hence exposures to the risk of incurring exchange iosses. Foreign
exchange risk arises from future commercial transactions, recomised assets and liabilities.

The carrying amounts of the Company's foreign currency denominated monetary assets and liabilities at the end
of the reporting period are as follows:

20t9 2018
Kshs Kshs

Assets
Trade and other receivables
US Dollars 2,301,384 3,933,763
Euros 20'1,794 408,817
Sterlhg Pounds 29,975 30,407
SwedishKrona (SK) 2,150 9,652

2,541,243 4,382,639

Bank and cash balances
US Dollars 7,697,853 t,746,304

Liabilities
Trade and other payables
US Dollars
Euros
Swedish Krona (SK)

t4,16s,836
817,249
20,396

21,207,0s3
1,1 50,970

28,435

15.603.471 22.386-4s8

10% is the sensitivity rate used when reporting foreign crurency nsk internally to key management personael
and represents management's assessment of the reasonably possible efuange i:r foreign excha.ge rates. The
sensitivity analysis iacludes only outstanding foreign crurency denominated monetary items and adjusts their
translation at the period end for a 10%o change in foreigu currency rates.

At 30 June 2019, tf the Kenya Shlling had weakened,/strengthened by l0% against the relevant foreign
currencies with other vanables held constant, the impact on the Company's Statement of Comprehensive Income
for the year would have been higher/Iower by Sh 1. 14M (2018: 1.63M).

In rnanagement's opinion, the sensitivity analysis is unrepresentative ofthe inherent foreign exchange risk as the
year end exposure does not reflect the exposure during the yearlpenod.
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NOTES TO THE FI"IANCLAL STATEMENTS (Continued)

Ftr'{ANCIAL RISK M.A.NAGEMENT (Continued)

Market risk (Continued)

Interest rate risk

The interest rate risk exposure arises mai::.ly from interest rate movements on the C-ompany.'s fixed deposits and

borrowings. The Company does not have any bank borrowings. It's therefore not subject to iaterest rate risk'

(c) Price risk

The Company does not have frnancial instruments subject to price risk hence this risk is not relevant.

29 OPERATING LEASE RENTAI COMMITMENTS

xvIx

2B

(iii)

(b)

30

31

32

a

o

a

Payment made under operatiag leases during the year

2019
Ksh

2,803,800

20t8
Ksh

2,452,078

INCORPORATION

The company is iacorporated rn Kenya rlder,the Companies Act. The uitimate hoiding company is Kenya

Ports Authority, which is also incorporated in Kenya.

EVENTS AT'TER THE REPORTING PERIOD

There were no material adjusting and non- adjusting events after the reporti:rg period.

CURRENCY

These financial statements are presented in Kenya Shillings (Sh)

O

a
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XVNNN .APPIENDIX 1: IPRO.TEC]|S [MPn EMENT'ED tsY Tn]lE E],lTnTY

The Company is undergoirig restmcturilg as a Nationai Carrier. During the year uuder review, the Corupany did
not implement any projects due to lack of developments funds.

xrx. .APPENDIX 2: trNTER.-ENTnTY TR..ANSFER S

The amounts have been com:nunicated to and recouciled with the parent Ministry

)o(. APPENDIX 3: RECORDIIVG OF TRANSFERS FROM OTI{ER GOVERNMENT
ENTITTES

:NTITY NAME: KENTYA NATIONAL SHIPPING LINE LTD
y 201812019

a.

Lecurrent Grants -
'ransfers fi'om tlte State Departnrcnt for Marittnte and Shippirts Affairs

Financial Year,ank Statement Date Amount (KShs)

c.09.201 8 11.375.000 2018/2019

3.11.2018 10,465,000 201812019

2.02.2019 11,375.000 2018120t9

).04.2019 11,375,000 2018t20t9

otal 44.s90.000

b.

,irect Payruents -
efund to State Departntent for Fisheries, Aquaculfire & tlre Blue Econonrv

2018/20197.12.2018 (9,850,000)

otal (9.8s0,000)

Where
Recorded./
recognized

Date received as

per bank
statement

Nature:
RecurrentlDeyelo
pment/Others

Total Amount
- I(ES

Capital Fund

Nar
the

re of the MDA Transferring
unds

Mi-!
Infri
Dev

stry of Transport,
structure, Housing & Urban
rlopment.

10.09.2018,
13.11.2018,
12.02.2019,
3 0.04.20 i 9

Recurrent 44,590,000 44,590,000

Tot 44,590,000 44,s90,000


