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HIGHLI HTS OF FINDINGS ON FORENSIC AUDIT REPORT ON
PROCU ENT AND USE OF HEAVY FUEL OILS FOR POWER GENERATION

1 ckground

His ncy the President through a Special Gazette Notice No. 3076 published
on 29
review

,2021 constituted a Taskforce on PPAs to undertake a comprehensive

vaflous
Compa

lndependent Power Producers (lPPs) and the Kenya Power and Lighting
Limited (KPLC). The aim of the Taskforce was to develop a suitable

for engagement with the lndependent Power Producers (lPPs) and lenders,
to achieve relief for electricity consumers and ensure the long-term viability

and su

Fol a request to the Auditor-General by Kenya Power and Lighting Company
PLC rough the Ministry of Energy for the Office to carry out forensic audits as

nded by the Taskforce, the Auditor-General on 3 November, 2021
to the outsourcing to audit firms to undertake the forensic audit as per the

T of Reference defined by the Taskforce.

The

analysis of all Power Purchase Agreements (PPAs) entered into between

inability of the energy sector. The Taskforce concluded its mandate and
its report to His Excellency the President on 29 September,2021. To this

Taskforce in its report, gave nine (9) key recommendations, among them,
for KPLC to undertake a forensic audit on the procurement and use of Heavy
(HFOs) in electricity generation by therma! power plants for 3 financialyears
2018 to June 2021.

mpany procured Ronalds LLP, who were appointed on 20 May, 2022 to
ke the audit on behalf of the Auditor-General and were contracted by the

Com ny on
20 Ju ,2022

2.

The

Terms of Reference

erms of Reference for the audit included the areas indicated below for the three

(HF
; for undertaking forensic audit on procurement and use of Heavy Fuel Oils
) in power generation.
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This report serves to provide Kenya Power and Lighting Company PLC with the
details of the work performed and the resultant findings and conclusions of the
forensic audit of the procurement and use of heavy fuel oils.

The objectives and key tasks of the forensic audit, covering activities of at least three
financial years from July, 2018 to June, 2021were as follows;

a. To reviewing PPA provisions on procurement of HFO.

b. To review the HFO procurement process for lPPs for at least the last three years
and assess whether the procurement procedures outlined in the respective PPAs
and KPLC policies have been followed in procurement of HFO.

c. To review fuel supply agreements including the pricing structure and application
of internationa! benchmarks (Platts FOB, World Scale lndex, and Average Freight
Rate Assessment).

d. To review the monthly economic merit order of dispatch, dispatch plans,

availability of a!! power plants, and availed monthly energy from hydro and
geothermal plants, availability declarations and actual dispatch for the last one
year.

e. To investigate the circumstances that led to the issuance of the Gazette Notice
2826 of 19th April 2016 and determine if the arrangement should be continued.

f. To carry out an analysis of actual specific fuel consumption compared to specific
fuel consumption rates used in HFO cost recovery.

g. To determine whether there was any fraud and the extent, quantify the loss/
damage due to fraudulent and corrupt acts.

h. To assess effectiveness and application of the respective control and the
oversight policies.

i. To investigate any specific noted cases of fraud and other irregularities with a
view to establishing the modus operandi of the fraud and identify the responsible
persons and parties.

j To establish procedures for assessment and verification of technical
specification, physicalcompletion, and price competitiveness of each FuelSupply
Agreement (FSA) in the selected representative sample.
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blish whether adequate systems are in place to verify pricing of HFO as
respective FSA and PPAs.

of Findings

ry of the findings for each of the focus area is as detailed below;

nce and Gompliance with PPA Provisions on Procurement of HFO

1 audit noted that there are no HFO procurement guidelines in place or in
Neither KPLC or the lPPs have procurement guidelines for the

urement of HFO.

2 ugh the PPAs mandates KPLC to undertake oversight over lPPs on
rement of HFOs, the oversight role spelt out in the PPAs had not been

erationalized in the actual implementation of procuring HFO

of the HFO Procurement Process for lPPs for at Least the Last Three
Y and Gompliance with the Procurement Procedures Outlined in the

Procedures for PPAs and KPLC Policies

ould be standardized/procurement of HFO by lPPs, however, the following

re no standard tender document for HFO procurement by lPPs. Each IPP
format of tender documents

tender documents do not have well prepared, fair, transparent, and clear
criteria, it only spells out documentary requirements without stating the

to be met by each bidder

different evaluation Models. Some lPPs used point scores and others used
for combining technical and financial scores in the evaluation of bids,

to a subjective academic exercise of scoring points for each bid, which had
on the selection of a suitable qualified bidder.

lack of a systematic bid evaluation procedure for assuring award of contract
igible, technically responsive, and qualified bidder with the lowest evaluated

3



c. Review of Fuel Supply Agreements including the Pricing Structure and
Application of lnternational Benchmarks

The pricing of HFO should always be guided by world market prices and adjusted to
the local conditions to arrive at fair value. However, the following observations were
made:-

1. KPLC and lPPs have no access to primary sources of international pricing
indices, therefore it was not possible to assess fair prices.

2. There were variations in the HFO pricing formulae for different FSAs and lPPs
introduces gaps which make it difficult to have true like for like fuel price
comparison between lPPs.

3. There was wide range in premiums quoted for supply to the 6 lPPs ranging
from 37 USD per MT to 106.19 USD per MT over the audit period.

4. There was a wide variability in freight rates quoted by different fuel suppliers
ranging from O USD/MT to 54 USD/MT, a cost transferred to consumers.

5. There was rapid unexplained downward movement of local transport costs
within a short period of 36 months.

6. Quoted overhead costs indicated great variability between lPPs

7. ln the HFO pricing, taxes, duties and other levies are added to the Unit price
for HFO to get the total price on which VAT is also then applied, even though
the VAT is recovered by the lPPs

8. MOPs show cyclic variability with months where prices have a tendency to be
low while others have higher prices.

9. Overhead costs in the formulae and across fueltender responses vary widely
and inexplicably without logical correlations to other pricing indices.

d Review the Monthly Economic Merit Order of Energy Dispatch, Dispatch
Plans, Availability of all Power Plants, and Availed Monthly Energy from
Hydro and Geothermal Plants, Availability Declarations and Actual Dispatch
for the Last One Year

Merit order for dispatch of energy needs to be documented and any changes justified
by detailed analysis.

i. There were instances of merit order dispatches without documentation to
support the basis of priority used.

o

o

o

o

o

o

o

o

o

o

o4

o



o

o

o

o

o

a

o

o

o

o

o

o

ough the merit order of energy dispatch is done monthly, the actual act of
r dispatch is live, meaning there is a lag between the actualforecast and
dispatch

gate the Circumstances that Led to the lssuance of the Gazette Notice

Gon
of 19 April, 2016 and Determine if the Arrangement should be

nued
28

Notice of 19 April,2016 was issued by the Energy Regulatory

and gra
(ERC) predecessors to Energy Petroleum Regulatory Authority (EPRA)
two concessions to the 6 thermal lPPs as follows:-

1 the lPPs were no longer required to maintain minimum security stock as
by the PPAs; and

2 at KPLC was to allow minimum dispatch for the plants to meet manufacturer
rements

e

The
C

These
EPRA
Presid

The
to low
good
comm
dis

From
USD

rology
oned 280MW geothermal plants at Olkaria in 20'15 leading to a drop in
of the thermal power plants from an average of 33% lo 12%. The lPPs

arg that the low dispatch coupled with high stockholding meant that the
requr ent for minimum security stocks was unnecessarily tying up the lPPs and
the fu suppliers' working capital estimated at USD 14,942,369.97. There was no

rd review of capacity charges to benefit the consumer.

There was no discussion or considerations made by lPPs or EPRA on the
con ions/benefits accruing to KPLC and consumers from this waiver.

cessions were available to the lPPs from April, 2016 and were revoked by
(formerly ERC) in December 2021 following recommendations by the

Taskforce

Notice of 19 April, 2016 was as a result of lobbying from the lPPs due
occasioned by the commissioning of new geothermal projects and

The concession was granted to lPPs and not KENGEN who

r assessment, the Gazette Notice released working capital requirements of
313, 258.68 for four lPPs as indicated in the table below. This did not include
charges that the !PPs would have incurred. However, this benefit was not
to consumers.
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lPP Name Minimum
Stockholding
Requirement
April 2016 to
Dec 2021 (MT)

Actual
Stockholding
from April
2016 to Dec
2021 (MTl

Variance (MT) Estimated
Working
Gapital
Released
(USD)

Gulf Power 57,859.82 53,433.20 4,426.62 3,262,183.59
Triumph Power 48,506.18 44,289.22 4,216.96 1 ,753,698.13
Thika Power 146,300.76 142,809.55 3,491.21 1,526,952.19
lberafrica Power 153.229.56 149.317.92 3,911.64 1,770,424.77
TOTAL 405,896.32 389,849.89 16,046.43 8.313.258.68

o

o

o

o

o

o

o

O

o

o

o

Two lPPs, Rabai Power and Tsavo Power maintained security stocks of above
4,500MT in the entire period and did not take up the concessions.

Following the low dispatch in2015 and 2016, Gulf Energy and Vivo Kenya who were
the fuel suppliers for KenGen Kipevu lll, lberafrica, Gulf Power, Triumph Power, Thika
Power and Tsavo Power wrote to ERC claiming compensation of USD 9,745,775.50,
equivalent to Kshs.1,010,149,631 at an exchange rate of Kshs.103.67, citing
additional storage and financing costs. After deliberations, ERC approved the
request and the amount was recovered from electricity consumers effective 1 July,
2017. There was no justification of the payment as the concession had already
benefitted !PPs. There was also no basis for the fuel compensation since the FSAs
were signed between the fuel suppliers and the lPPs and neither the Government nor
KPLC had guaranteed fuel uptake from the suppliers. Al! fuel orders from the lPPs
were to be based on non-binding monthly estimates depending on projected energy
dispatch levels.

f. Analysis of Actual Specific Fuel Consumption (SFC) Compared to Specific
Fuel Consumption Rates used in HFO Cost Recovery

KPLC is supposed to continuously monitor actual fuel against specific fuel
consumption rates used for fuel cost recoveries. However, KPLC are not actively
involved with this monitoring of stocks levels.

The Specific Fuel Consumption rates for Gulf Power and Triumph Power were higher
than those agreed on the PPA, however, the standard was the basis for payment.
The other 4 lPPs attained lower SFC however payment was also based on the PPA
agreed rates.

An analysis of the actual cost of fuel consumed vs the invoice due to fuel cost
recovery, revealed a positive variance in the following lPPs. Tsavo Power, Rabai
Power, lberafrica Power and Thika Power which resulted to an overpayment of USD
3,379,568 since the fuel recovery amount was in excess of the actual cost of fuel
consumed yet it is considered a pass through cost. The overpayment was passed
over to the consumer by KPLC.
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ination whether there was any Fraud and the Extent, Quantify the
Damage due to Fraudulent and Corrupt Acts

noted included the following;

rocurement award of the HFO supply tenders to Gulf Energy who were not
lowest bidders and without any justification led to losses that would have

avoided. The losses Gulf Power (losses of USD 2,926,713.56) Thika
(loss USD4,439,625.46) and Triumph Power costs of

SD1,810,481.01) in the years 2014,2019 and 2013 respectively were all
to the consumer

il ct of interest between fuel suppliers and lPPs. As at 2014, Gulf Energy
80% stake in Gulf Power Kenol Kobil, who were the lowest bidders,

re unfairly disqualified on technical grounds despite demonstrating capacity
deliver to Rabai Power

ill the case of the 2019 Thika Power tender, Total Limited, a multinational firm,
d R H Devani were the lowest bidders, but were disqualified. The tender

uation report stated the Gulf Energy bid as the lowest, despite evidence to
contrary. The FSA signed with Gulf Energy in 2013 and was irregularly
nded for an additional two years despite being renewable for a maximum

rm of four years. The Gulf Energy FSA therefore, was implemented for 6
from 2013 to 2019. Two years supply was not warranted or justified

IV ulf Energy was awarded for the Triumph Power 2013 supply despite Kenol
and Hass Petroleum submitting lower bids. There was no justification

not awarding the lowest bidders. Additional costs were loaded to customer
lls

ment of Effectiveness and Application of Controls and the Oversight

curement - There were gaps in the procurement process as set out in
key task (b), such as; lack of clear procurement guidelines, lack of

ndard tender documents, use of combined technical and financial scores
r than conform /not conform basis. The PPA set out the procedures for

nt of HFO. lt was noted that the lPPs do not have internal
procedures supporting HFO procurement since the PPAs provisions were
deemed to be sufficient. KPLC maintains an oversight role on the procurement
process and is involved at the following stages: drafting of the tender
document, bid opening; review and approval of the tender evaluation report;
award of the FSA and renewal of the FSA.
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ii. Pricing - There was a gap in oversight from KPLC for international indices,
as KPLC does not independently obtain this data from reputable publishers to
ascertain fairness of the prices during the invoice reconciliation process. The

iii. pricing of HFO is defined in the PPA and the FSA, respectively. Fixed costs
such as supplier premium, overheads and transport costs are maintained
throughout the life of the FSA, based on the winning bids from the fuel
suppliers. Variable costs are derived from international indices such as the
Means of Platts and Average Freight Rate Assessment (AFRA). Taxes are
updated based on changes communicated by the regulator, EPRA, arising
from government policies.

iv. Stocks - KPLC obtained regular stocks data from the lPPs but did not
undertake physical stock verifications at the lPPs storage facilities through
dips and stockcounts that are done on a monthly basis by lPPs Management.
This was a serious lapse in the oversight mandate of KPLC, in ensuring
adequacy of stocks as per PPA provisions, as they could not verify the fund
adjustments made on the monthly billing. The PPA requires each IPP to
maintain adequate stocks to prevent instances of unavailability of power plants
due to lack of HFO stock. This requirement was suspended through Gazette
Notice 2826 of April 2016 and which was later revoked in December 2021.

i. lnvestigation of any Specific Noted Cases of Fraud and other lrregularities

There were no fraud incidences noted. The irregularities have however been
highlighted under section g.

i. Establishment of Procedures for Assessment and Verification of Technical
Specification, Physical Completion and Price Competitiveness of each Fuel
Supply Agreements (FSA)

Fuel received from suppliers is received by the power plants. Samples are extracted
and tested for water content before the acceptance for use in generation of energy
by the lPPs.

There is in place, pricing formulae for use by IPP in determining the price of each
batch of fuel received. However, the variables vary from one FSA to another based
on the time of onboarding the fuel suppliers and also location of the plant.

k. Assessment of Presence of Systems Governing the Pricing of HFO in Line
with FSA and PPAs

There are variances in prices for power computed using the PPA formula
between KPLC, IPP and also the consultant.

KPLC and lPPs have no access to primary sources of international pricing
indices for HFOs for comparison with the charges loaded to the consumers.

8
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iii. is variance in the pricing formulae used by lPPs. Spot purchases by
Power and Triumph Power did not follow the FSA HFO pricing formula

is brings challenges in comparison between spot purchase prices and
nder prices

IV re were variances in prices for HFO computed using the FSA formulae
n KPLC, IPP and Fuel suppliers

re was no evidence of regular reconciliation of re-computed price
ances and remedial actions to avoid recurrence

lPPs carried out HFO procurements for purchases outside the executed
framework leading to less competitive pricing for HFO compared to open
ers and therefore higher consumer recharges.

Recom endations

1 LC in consultation with the lPPs should prepare procurement guidelines for
FO. The procurement guidelines and standard bidding documents will also
nhance the supervisory role of KPLC

in consultation with the lPPs should prepare one complete standard
idding documents for HFO

e standard bidding form for HFO should be prepared with a section
mplete with eligibility criteria, technical evaluation criteria, financial

luation criteria, qualification evaluation criteria and award criteria

luation of bids for HFO and fuels, as goods, should be done on pass/fail or
nform/not conform basis without allocation of points or ranks

procurement guidelines prepared should contain guidelines on the
uation procedures, preliminary examination, technical evaluation, financial
uation, qualification evaluation and award.

LC and lPPs need to subscribe to the international pricing indices

re is need for KPLC to harmonise the definition of all the key elements in
FSA in order for fuel price supply formulae to achieve uniformity and make

easier to compare like for like in price analysis for fuel supply amongst the
IPPs

8 PLC should explore mechanisms for improving the competitive structure of
tendering process to result in more aggressive bidding with quotes for
iums for example by putting more volume for tenders

2
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9. KPLC should adopt a proactive approach of disaggregation of cost elements
in the pricing formulae, such as local transport, to ensure they ate
competitively quoted for, to get best value.

10. lPPs should acquire or contract the procurement expertise and systems which
could address concerns like the overheads and other costs that could have
been challenged at the initial stages of design of HFO tender documents to
identify and eliminate such hidden skewed costs, like overheads, which
influence the overall unit prices in the tenders for HFO.

1 1 . The benefits in terms of release of working capital should be passed to
consumers potentially through lower capacity charges.

1?.KPLC to maintain monthly reports on unavailability of power plants including
reasons for unavailability.

13. The decision to compensate Gulf Energy and Vivo Kenya for losses of USD
9,745,775.50 arising from the low dispatch of thermal lPPs should be reviewed
as it was not supported by the FSAs signed between the suppliers and the
lPPs. Action should be taken on all parties involved should it be established
that the suppliers received an unfair benefit at the expense of consumers.
Further, the ERC sought counsel from the Office of the Attorney General who
did not give explicit approvalto the commission to go ahead with the payment
to the aggrieved fuel suppliers.

14.We recommend that the Consumer Protection Department of the Competition
Authority of Kenya be involved in the regulation of the HFO as a pass through
cost to the electricity costs charged to consumers with input in critical decisions
such as the decision to award Gulf Energy and Vivo Kenya at the expense of
consumers for losses incurred outside the FSAs. This is in line with Section
94 of the Consumer Protection Act of 22012 which stipulates that "There shall
be consumer representation on all regulatory bodies and the respective
appointing authorities shall have due regard to accredited consumer
organizations and the (Consumer Protection) Advisory Committee in making
such appoints.

15. KPLC should keep a clear log for such incidences for reference purposes. The
analysis should detail the percentage of power dispatched to the system out
of merit and identify gaps to be addressed.

16.|f the frequency is enhanced on a weekly or daily basis, there is likelihood of
savings since NCC dispatches plants on the basis of a merit order that is
expected to deliver to the lowest cost tariff yet it is done on a monthly basis.
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t

should have a representative to validate the physical stock takes
nthly or employ services of independent inspectors to witness monthly

takes as witnessed for Tsavo Power (Kipevu ll)

LC should renegotiate the SFCs in the PPAs for a more competitive rate as
have the most direct impact on the fuel cost recovery

LC should consider to recover USD 3,379,568 overpaid over the period of
audit and consider revising the PPAs for lPPs to charge the lower of the

I output vis a vis the predetermined Specific Fuel Consumption (SFC)
ncentives should be considered for the lPPs that achieve high outputs at
use of HFO and pass through the benefits to the consumers.

ulf Power, Triumph Power and Thika Power should be held responsible for
e losses occasioned through the procurement of more expensive HFO

pite availability of cheaper qualified fuel suppliers. Such actions should
lude recovery measures.

should be taken against KPLC staff tasked with oversight of the
rement process for failure to protect interests of electricity consumers in

e irregular award of the HFO supply tenders to Gulf Energy

and EPRA should enhance their oversight role in the procurement
to ensure that only the suppliers that offer the cheapest HFO prices

the required specification are procured to avoid overburdening
nsumers

no-objection process from KPLC following completion of tender award
be enhanced through appointment of a third-party procurement expert

independently review the procurement process leading to the award and
de a written advisory to KPLC for consideration prior to their decision on

tender award.

PLC and lPPs need to establish a mechanism to fine-tune the computation
the value of power invoiced to KPLC to eliminate the variability of what is

ed for power as per PPA formula and the variances that occur should be
ved instantly. A register of debit and credit notes should be maintained

work plan and SOP needs to be developed between the parties and ensure
is followed with an accountability mechanism to prevent potential loss

ugh overpayment or underpayment for fuel supplied to lPPs due to
less variations

LC should structure and monitor the competitive procurement for HFO and
ate and sanction any violations that lead to lPPs to resorting to spot

a



27.KPLC should urgently research the benefits of aggregation of all IPP HFO and
tender through an open tender system (OTS) similar to OTS conducted by the
Ministry of Energy and EPRA for white products.
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1 lntrod tion
The Energy is divided into five sub-sectors: Generation, transmission, distribution, regulation
and policy Kenya Power and Lighting Company Limited is part of the Energy Sector in Kenya lt
consolidates laws relating to energy and amended the Energy Act 2006, the Kenya Nuclear
Electricity Order 2013 and the Geothermal Resources Act 1982

ln addition, act establishes the Energy and Petroleum Regulatory Authority (EPRA) which is the
successor to
regulation of

Energy Regulatory Commission (ERC) with an expanded mandate of inter alia
pstream petroleum and coal

regulates
shment of energy sector entities;

of renewable energy, through the FiT;
, supply and use of geothermal energy;

and downstream petroleum and coalactivities; and
sourc€s

Kenya's el supply industry structure is based on a single buyer model, with all generators
selling power bulk to Kenya Power and Lighting Company

The Energy has opened up the market by authorizing EPRA to license other distributors,
generators, itters and retailers of electricity:

Power is now responsible for the distribution and supply of electricity
KET is responsible for the transmission of electricity
Ken and lPPs are responsible for generation

As KPLC is a ent organization, EPRA serves as its regulator, and it is governed by the Ministry
of Energy

EnergyThe

other

1.
2.
3.
4.
5.

the
the
the

p
p

1

2
3

transmission
with its

entity must make sure they control the entire process of electricity from generation to
order to fulfill their obligation to transmit electricity to the general public. Collaboration
stakeholders, the generating plants, is required for this. To meet the need for electricity,

KPLC uses , geothermal, wind, and hydroelectric power plants

Regr-rlation

M. Energy &

Policy

KENGEN, IPP &

Generatior-r

KPLC &

Transnrission

KPLC

Distribution

;t,;rrrc 1: Ettr:t v Sc.el.or .r1(l Strl) .t',ttr,'r l)lct),('rs
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1.1 Power and Lighting Company

The Kenya and Lighting Company Limited formerly known as East African Power and Lighting
Company was established in 1922 to serve Kenya, Tanzania, and Uganda. ln 1983, it changed
its name to Kenya Power and Lighting Company Limited (KPLC).

KPLC is a listed company on the Nairobi Securities Exchange (NSE). lt is primarily owned by
the Kenyan which holds a 50.1 percent interest, and private investors, who hold a 49.9
percent

KPLC all generating stations on behalf of the government prior to a signiflcant restructure of
the power
generating

in 1997. The Company now oversees government-owned hybrid and diesel power
that are not wired into the national grid

The vision is to become Kenya's go-to provider of energy solutions by offering dependable
help people to live better lives and advance the socioeconomic development of theservice that

nation.

KPLC is national system operator and distributor of power. KPLC produces, transmits, and
distributes Electrical energy is produced in Kenya at voltages ranging from 1 1 kV to 15 kV
for tra and distribution, stepping up electricity to 132kV or 220kY for transmission to
substations.
distributed to

t several feeder sites, it is stepped down to 66kV, 33kV, and 11kV before being

bulk electric power from several generators, including Kenya Electricity Generating
(KenGen), lndependent Power Producers (lPPs), and neighbouring nations, in order

its objectives and satisff the demand for electricity from its clients (Uganda, Tanzania

users. High voltages up to a maximum of 132 kV are offered to large industrial and
commercial For home consumers, electricity is stepped down to 415v1240v

KPLC obtai
Company P
to accomplish
and Ethiopia). Purchase Agreements (PPAs) approved by the Energy & Petroleum Regulatory
Authority ( created in accordance with Section 9 of the Energy Act 2019 serve as the guidelines
for the purch of electricity from all of these generators.

Table 1: KPLC I atio n

Year of lncor 1922rcration
Headquarten Stima Plaza

Kolobot Road, Parklands
P.O. Box 30099-00100, Nairobi

Regions Central Rift, North Rift, Mt. Kenya, North Eastern, Coast, South
Nyanza, Nairobi and Western.

Regulator EPRA
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KPLC has
distribution
kilometers,

national grid and control centre that is an interconnected system of transmission and
that makes up the nation's electricity system. Distribution lines cover up to 55,405

ile transmission lines cover 4,054 kilometers. KPLC is in charge of dispatching power
plants via the Control Centre in Nairobi and operates and maintains the nation's national grid
The core behind dispatch is finding the most cost-effective approach to balance power production
and demand
acting as a n

NCC's duties are broken down into three categories: dispatch, grid monitoring, and
control center to oversee activities across the country

Providing qu

outages, and
reaction and resuming supply in the event of a power outage, facilitating power

ensuring safety, quality, and reliable sources of power supply in the most cost-effective
manner are onal secondary tasks. The national control centre consists of six regional control
centers whi are: Nairobi (located within the NCC compound), Rabai (which oversees the coastline
region), (which oversees the Mt. Kenya Region), Lessos (\/trich oversees the areas within the
North Rift Lanet (which oversees the areas within the Central and Southern Rift regions), and
Kisumu care of Nyanza and western region).

Since each ional control center has the authority to monitor and manage transmission, they all do
so. Howeve the National Control Centre has the authority to override them all. NCC uses the

Errgv oad
paholaF Inbercl
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and Data Acquisition (SCADA) system to manage and control the distribution of

that operate in the control room alternate between three shifts. The control room is

, the NCC will conduct load shedding by turning off generators, conducting tap changes
ers, or switching on/off generators.

The engineers in the control room work three shifts each day (8am-2pm, 2pm-
8pm, and ). NCC concentrates on offering consumes high-quality electricity by ensuring that
systems are properly to prevent overloads, that consumers receive a regular supply of
energy, and personnel in the grid are safe.

The primary
is delivered

of dispatch is to ensure the reliability of the voltage and frequency of power that
the consumers in order to maintain a constant balance between the generation and

consumption electricity. The system is always set to run at 50 Hertz at all times. lf the voltage is
higher or I

from

Between and 0430 hours, there is typically a minimum demand for power of about 1000MW
Wind, solar, hydropower are the main intermittent energy sources used to power this. Peak

normally occurs between 1930 and 2030, requiring about 2060 MW. The additionaldemand for
electricity is

allthermals
pplied by the thermal HFO plants. Kenya has a higher domestic user demand; hence

be turned on during peak hours to meet this need

Peak Demand
2020
2000
1980
1960

r 1940

) rszo
(9 rgoo

1880
1860
1840
1820

2Ot8/2019 2Ot9/2O2O

YEAR

20201202r

Supervisory,
power.
The enginee
staffed round

means that a
of power withi

Figure 3: Elect'' y Dcnrand over the three financi.:l ycars

ln order to d power plants, economic merit is taken into account. The cost of power from the
various lPPs i used to calculate this merit order each month. Dispatch planning is updated every 30
minutes and depends on historical data. This is referred to as the settlement time in PPAs. This

plant will be regarded as unavailable if it is unable to deliver the required amount

Private and

30 minutes
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The following steps are the guidelines for dispatch planning;

Must run These comprise base load units such as hydrothermal, geothermal, and wind power
facilities ( large and small). Even though wind and solar electricity are renewable sources of
energy, their smission costs are relatively significant. The lPPs are ranked first on the basis of
merit becau
The thermal

their tariffs are on take or pay

are delivered in accordance with the economic merit order after all must run plants
The lPPs do not receive the economic metric order directly. The NCC is prohibited from sharing
information rivals. Kengen gives a daily declaration of its capacity to the NCC, whereas lPPs
only do so o a week

Merit order;
into account

s employs variable energy costs, starting with the least expensive plants, and taking
plants' availability declarations. Dispatch outside of the merit order is done based on

the system support or cost transmission overload. Since the NCC is responsible for making
sure that ers on the grid receive a high-quality supply of energy, two generators from Rabai
Power are out of merit order due to the nature of the IPP's equipment, which can regulate voltage

during transmission.spikes

To ensure the lPPs' declaration is practical, the energy purchasing team contrasts actuals with
readings power plant meters. Thermal plants transmit orders that are meritorious based on the
declared avai bility and pricing. The cancellation of the planned outage and the intermittent nature of
renewable sources like wind and solar could both have an impact on the actual dispatch,
demand brought on by events like holidays, the Olympics, the return of a load that has been out,
or the large of a load. Projecting holiday-related abrupt fluctuations is challenging

Whenever is a system blackout or breakdown, the NCC willemploy the nearest plant(s) untilthe
system is fixed in accordance with the merit order.

The current ergy mix in Kenya predominantly consists of green energy with geothermal, hydro, wind,
and solar nting forapproximately 90% generation in FY 202012021. The remainder is substituted
by thermal, and imports.

Three generation mix trend

I Sum of Hydro

r Sum of Geothermal

I Sum of Thermal

2Ot8l20t9 20L9l2O2O

YEAR
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1.2 The Power Plants

lndependent Producers are non-utility private companies who build, own and operate power
stations sell the power generated in bulk to KPLC only

From the
including

1990s, virtually all power generation throughout Africa was financed by public funds;
ry loans from Development Finance lnstitutions. Around the same time, a

confluence of signalled a significant change;

€. Multil and Bilateral development institutions like the lnternational Monetary Fund and the
World Bank largely withdrew from funding state owned power projects citing decades of poor

ce by state run utilities.
G power trends shifted towards encouraging power sector participation in infrastructure*
with

a wirh
onary funding being targeted at Health and Social Services.

invited lPPs to help in power generation; as demand for electricity was growing. ln
the Energy Sector Recovery Programme of the World Bank, and the lnternational

acquired capital from the Bilateral and Multilateral Development Partners. As a result,
on similar technologies were expected to be higher than those from publicly owned

ny governments experiencing insufficient public funds for new generation and a
demand for energy, Kenya adapted a new standard model for their power systems;

which mostly involved unbundling of their power systems and the introduction of private

* Asa
and competition.
model lPPs had started developing power in various parts of the globe in the late

and early 1980s to complement the seemingly inefficient and limited public utilities1

During this riod,70o/o of the country's energy supply was generated from hydropower. However,
climate and unpredictable weather patterns pointed to an urgency for the Government of

lPPs to help in power generation because;Kenya to i

t.

ii.

Kenya

The and for electricity was growing and the rains were failing. During this time, domestic
and mercial consumers would go 12 hours a day without grid power
with new non-weather dependent power generation, it became urgent to fix power supply

response; u
Monetary F , Kenya welcomed lPPs into the generation value chain, in fulfilment of the condition
for the of funds from multilateral organizations. Kenya therefore restructured the power sector
to promote
Strategy for

sector investment under the development policy paper titled 'Economic Recovery
Creation and Economic Development.'

ln 1997, the enactment of the Electric Power Act, an independent regulator for the energy
sector was The World Bank released and supported Kenya to tender and negotiate for the
first emergen
mounted gas

interim IPP - lberafrica - A 56MW Heavy Fuel Oil Plant in Nairobi and a 40MW barge
red power plant - Westmont in Kipevu. These were both for 7 years in 2004. Westmont

was retired lberafrica PPA was restructured and extended

The thermal ants were mostly deployed to stabilize the grid in particular localities like the Coast,
Nairobiand Kenya. lt must be appreciated that privately sourced capital was more expensive
than the publi
tarrifs from lP
utilities

Private and ential 14
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1.3 and Regulations goveming the Energy Sector

The sector is lated and governed by various statues as listed below:

a) Co of Kenya 2010

The provides that natural resources vest in the people of Kenya and gives the government
power to late and administer natural resources on behalf of the public. The Ministry of Energy is

responsible establishing the energy policy under the Fourth Schedule to the Constitution

b) Ene Act 2019 and its subsidiary legislation

Kenya Power
Forensic

The Energy
Act consol

c)

Kenya

a given

The PPADR
procurement

a

a

nd Lighting Company PLC
Report on Procurement and Use of Heavy Fuel Oils

is the main Act regulating all energy activities in Kenya through EPRA. The Energy
various laws relating to energy. The Energy Act 2019 was an amendment of the

FiT 2012

into effect on 2 July 2O2O and seek to harmonize and operationalize the public

Energy Act the Kenya Nuclear Electricity Board Order 2013 and the Geothermal Resources Act
1982. The Act regulates

The establishment of energy sector entities;
The promotion of renewable energy, through the FiT Policy
The production, supply and use of geothermal energy;
Midstream and downstream petroleum and coal activities; and
Other energy sources.

the Feed-in Tariff (FiT) Policy to meet its targets for tackling climate change by
reducing on fossil fuels. The FiT Policy promotes the generation of electricity from renewable
energy sou by enabling power producers to sell electricity generated at a predetermined tariff for

Tariffs are available for energy generated from wind power, biomass, small-hydro,
geothermal, b and solar resources

d) Pub Private Partnerships Act 2013 (PPP Act)

The PPP Act for the

a Participation of the private sector in the financing, construction, development,
operation, and maintenance of government infrastructure and development projects
through concession and other contractual arrangements; and

lnstitutions that regulate, monitor and supervise the implementation of project
agreements relating to infrastructure or development projects.

e) Pub! Procurement and Asset Disposa! Act 2005 (PPADA).

The PPADA
efficient publ

rns procurement processes in power projects, by setting out the procedures for
procurement and asset disposals by public entities

0 Publ Procurement and Asset Disposal Regulations 2020 (PPADR).

a

The PPADR provide further guidance on
various aspects of the procurement and asset disposal process;
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e-procurement; and
Preferences and reservations to be applied by procuring entities.

There are various other laws that have an impact on the energy sector, including the

a

a

Finance Managemenl Acl 2012.
al Construction Authori$ Act 2011

E mental Management and Co-ordination Act 1999.
e Tax Act (Cap. 470 Laws of Kenya)

Transmission Grid Code.
Distribution Grid Code.

The regu authorities in the Energy sector are;

of Energy (MoE): The MoE is responsible for drafting energy policies (for example,
es) and setting the strategic direction for the growth of the energy sector.

and Petroleum Regulatory Authority (EPRA): EPRA is an independent regulatory
that regulates the entire energy sector and its subsidiary agencies, except for the
of nuclear facilities and regulation of downstream petroleum activities.

a Electrification and Renewable Energy Gorporation (REREC): REREC was set up
Energy Act and is responsible for, among others:

Accelerating the pace of rural electrification;
Developing, promoting and managing the use of renewable energy (excluding
geothermal);and
Offering clean development mechanisms, such as carbon credit trading.

Energy Resource Advisory Gommittee (RERAC): RERAC is an inter-
committee responsible for advising the responsible cabinet secretary on matters
the:
Allocation of renewable energy resources;
Licensing of renewable energy resource areas;
Management of water towers and catchment areas;
Development of multi-purpose projects such as dams and reservoirs; and
Management and development of renewable energy resources.

a Ene and Petroleum Tribunal(EPT): The EPT hears and determines disputes and appeals
to the energy and petroleum sector arising from the Energy Act 2019 and other

r Power and Energy Agency (NuPEA) Board: The NuPEA Board's mandate is to:
License nuclear facilities;
Develop and implement Kenya's nuclear energy programme; and
Fast track the development of nuclear electricity generation to enhance the production
of affordable and reliable electricity.

a Private Partnership Unit (PPPU): The PPPU was established under the PPP Act as
Purpose Unit of the National Treasury. The PPPU serves as the secretariat and

arm of the PPP Committee, which is responsible for assessing and approving PPP

a

o Ene

Land
Publi

Rural
under

2012

Min
FiT

a

a

a

a

a

P
a
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oN Environmental Management Authority (NEMA): NEMA was established under the
ental Management and Co-ordination Act No. 8 of 1999 (EMCA). lts function is to
and co-ordinate allenvironmental matters in Kenya.

The lPPs in assisting KPLC meet its demand also had other benefits as follows:

ilt.

Attract private investment to meet rapidly growing electricity needs when
Government's budgetary resources are inadequate to meet the infrastructural
investment necessary for power development.
Reduce the cost of electricity through competitive procurement of power projects.
Assign risk to the parties who can manage the risks better.

o

Private and 26
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nd Lighting Company PLC
Report on Procurement and Use of Heavy Fuel Oils

presidential a Presidential Taskforce on PPAs Review (The taskforce) was appointed
comprehensive review and analysis of all power purchase agreements (PPA) entered
various independent power producers (lPPs) and the Kenya Power and Lighting

August 2022

2 Bac round

2.1

Kenya's

of the Forensic Audit on Procurement and Use of Heavy Fuel Oils

development blueprint, the Vision 2030, aims at transforming Kenya into a globally

competitive, y industrialised, middle income and prosperous country. Efficient, accessible, and
reliable i is identified as an enabler to achieving sustained economic groMh, development
and poverty

competitiven
uction by lowering the cost of doing business and improving the country's global

The energy is expected to play a critical role towards achievement of the Kenya's Vision 2030
Access to ate, affordable, and reliable energy supply is necessary to reduce the cost of doing
business spur groMh of enterprises and industries. Consequently, the Government has allocated
substantial for the development of energy infrastructure, including exploitation of renewable
energy

Unfortunate Kenya continues to suffer from a significant energy over - supply, and consumer tariffs
urrent PPAs' costs are perceived to be high, placing a large financial burden on bothremain high.

KPLC and It is for this reason that the Taskforce on Review of PPAs was established by
H.E. Hon. U Kenyatta, the former President and Commander in Chief of the Kenya Defence
Forces on March 2021 vide Kenya Gazette Notice No. 3076

Following
to undertake
into

taskforce in

undertake a

Company Li (KPLC). The aim of the Taskforce was to develop a suitable strategy for engagement
with the ln Power Producers (lPPs) and lenders, in order to achieve relief for electricity
consumers ensure the long-term viability and sustainability of the energy sector. To this end, the

report, gave nine (9) key recommendations, among them, the need for KPLC to
nsic audit on the procurement and the use of Heavy Fuel Oils (HFO) in electricity

generation thermal power plants in the last 5 years, hence the appointment of Ronalds LLP

2.2 of the Forensic Audit

ln line with agreed Terms of Reference (TORs) documented in our contract dated 20 June 2022,
KPLC
oils.

Ronalds LLP to conduct a forensic audit on the procurement and use of heavy fuel

The objecti of the forensic audit are as follows

a) To the procurement and contracting procedures, processes and documentation
by the lPPs and KPLC in purchasing HFO, in order to determine whether they were

out in accordance with the respective PPAs and KPLC policies and identify cases of
or inappropriate practices that may have or continue to expose KPLC to likely

b) To the selection criteria used to identify the eventual HFO suppliers to the lPPs.



O

a

O

a

O

a

a

O

O

o

o

o

Kenya Power Lighting Company PLC
Forensic Report on Procurement and Use of Heavy Fuel Oils
August 2022

To critical analysis of the fuel pricing arrangement in the Fuel Supply Agreements
and PPAs, and identify any gaps.

a comparative analysis of HFO plants in Kenya, determine rationale for differencesT
inH pricing as experienced in the tariff

An of power dispatch to determine whether it is carried in accordance with prudent
practice.

To if there are any incidents of malpractices in procurement and use of HFO and
q the exposure or loss to KPLC from such anomalies.

2.3Te of Reference for the Forensic Audit

This report to provide Kenya Power and Lighting Company PLC with the details of the work
performed by Ronalds LLP and the resultant findings and conclusions of the forensic audit of the
procurement use of heavy fuel oils.

The specific tasks of the forensic audit, covering at least the last 3 years, were as follows;

PPA provisions on procurement of HFO.
the HFO procurement process for lPPs for at least the last three years and assess

procurement procedures outlined in the respective PPAs and KPLC policies have
been in procurement of HFO
To fuel supply agreements including the pricing structure and application of international

(Platts FOB, World Scale lndex, and Average Freight Rate Assessment).
To the monthly economic merit order of dispatch, dispatch plans, availability of all power
plants, a
and
To investi
201 6 and

the circumstances that led to the issuance of the Gazette Notice 2826 ol 19 April

To carry an analysis of actual specific fuel consumption compared to specific fuel consumption
rates u

c)

d)

e)

0

a.
b.

To
To
whether

c.

d.

e

f.

g

h

i.

available monthly energy from hydro and geothermal plants, availability declarations
dispatch for the last one year.

ne if the arrangement should be continued

in HFO cost recovery.
ine whether there was any fraud and the extent, quantify the loss/ damage due to
and corrupt acts.
effectiveness and application of the respective control and the oversight policies.

To
fraudule
To
To any specific noted cases of fraud and other irregularities with a view to establishing
the mod operandi of the fraud and identify the responsible persons and parties.
To procedures for assessment and verification of technical specification, physical
com and price competitiveness of each Fuel Supply Agreement (FSA) in the selected

sample
k. To establi whether adequate systems are in place to verify pricing of HFO as per the respective

FSA and
To weaknesses which impede good performance, for example, adequacy of resources,
lack of eq
role.

pment and competence and identify potential areas of improvement on the oversight

m. To whether appropriate controls are in place to prevent or detect material irregularities.

Private and 28
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2.1 under Review

The period review is 3 years from 1 July 2018 to 30 June 2021

2.5 of the Forensic Audit

The Forensi Audit covered the review of the Procurement and Use of Heavy Fuel Oils in the 6
al Power Plants, namely; Gulf Power Limited, Tsavo Power Limited, Rabai Power
Power (EA) Limited, Thika Power Limited and Triumph Power Generating

ln Therm
Limited,
Company ited

The period nder review was from 1 July 2018 to 30 June 2021. However due the the nature of
that is for a three-year period we have where applicable drawn our conclusion from 1

January 201

The audit exercise was conducted between the commencement of the contract between
KPLC and on 20 June 2022and 1 Dec,ember 2022

The forensic it was based on review of documents, data analysis, observation and interviews with
KPLC and
located in

the 6 lPPs. We also carried out a physical inspection of the power plants which are
i River (Gulf Power Ltd), Mombasa (Tsavo Power Ltd), Kilifi (Rabai Power Limited),

a

lndustrial (lberafrica Power (EA) Ltd), Thika (Thika Power Limited) and Kitengela (Triumph
Power Company Ltd).

2.6 of the Forensic Audit Report

The report is presented in seven (7) separate sections, in accordance with the TORs. These are
highlighted OW:

Summary

Approach

Findings;

sion;and

& Annexures

a

The

Thea

a

a

a

o
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2.7 L ons of Scope

The were the limitation of scope that we encountered during the forensic audit's execution;

2.7.1 lnfo not available for review

a.F the IPPS
i)
ii)

Power- KPLC Approval for the 2015 tender document
Trium Power - Correspondences between KPLC and the IPP about the tender process,

opening minutes, the tender evaluation report and approvals for the tender document
and FSA from KPLC in regards to the 2013 tender

iii) Thika - Tender notice, tender opening minutes, evaluation criteria and correspondences

ii) from the Vivo Kenya lobbying for the concessions contained in the Gazette Notice 2826
of 201

iii) from Gulf and Vivo for the claims made on losses of USD 9,745,775.50.
iv) Min or report from the team that was set up to review Gulf and Vivo claims

c. KPLC:
erit order reporti) Actual

iii) Report
out of merit order dispatch.
instances of IPP unavailability due to lack of HFO

iv) Cop
v) Avai

of Debit and Credit notes issued due to variances in monthly invoices to KPLC
lity for Kengen KDP 1 and KDP 3; July 2O2O - October 2020.

vi) Merit for Muhoroni GT 2 ((Reactive); August 2020 - November 2020.

il

with
from

b

i) Min

vii) Avai
viii) Avai
ix) Avai
x) Avai
xi) Avai
xii) Avai
xiii)Avai
xiv)Availa
xv) Availa

about the 2013 tender. KPLC approval of the tender document for 2019 and Letter
to Thika Power dated 7 August 2019

EPRA:
of the board/management decision approving the Gazette Notice 2826 of 2016.

lity for Kengen Olkaria 1AU, 4 5; July 2020 - October 2020.
lity for Olkaria 1; Feb 2021 - June 2021.
lity for Kengen Eburu and wellheads 37 , 43 and 914; July 2O2O - June 2021

lity for Small hydros; July 2020 - June 2021.
lity and Merit Order for Kipeto Wind; July 2O2O - June 2021.
lity for Lake Turkana Wind Power; July 2020 - June 2021.
lity for Biojoule Thermal Power; July 2O2O - June 2021.
ity and Merit Order for Selenkei; July 2020 - June 2021
ity for Garissa Solar; July 2020 - June 2021.

2.7.2 Recom ndations of the Presidential Task Force

We take note the recommendations of the Presidential Task Force Report in regards to the Forensic
Audit of the and Use of the HFO which referred to thermal power plants and for 5 years
We however contracted to audit the same only for the 6 thermal lPPs with KENGEN thermal
plants of I and lll excluded from the scope of audit. ln addition, our Terms of Reference were
specific to 3 years. We have therefore limited the audit to the requirements of the TORs
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2.8 Ou work did not constitute a statutory audit

Our work a forensic audit, which involved the acquisition and examination of information
through with third parties such as the lPPs, vendors as well as the review and analysis of

and other records made available to us. Unless otherwise indicated, such information
was not in verified or audited. The work performed as per our brief did not constitute a
statutory and therefore, we do not express an audit opinion in accordance with lnternational
Standards of ng

2.9 on of lnformation

The scope of work and nature of the investigation was limited to an inspection and analysis of the

depend on

uncover the

and information provided to us during the course of the forensic audit. You should not
work and our report as being exhaustive in the situations where we were unable to

corroboration of evidence since we might not have been made aware of all the
facts or ation that you might consider significant. Any inferences drawn during our forensic
investigation been described in the relevant sections of this paper and are intended to be sensible
and unbi

2.10

Although the

We do not express a lega! opinion

performed incorporates our understanding of the law as it stands, we do not express
a legal opin on any issue, but merely state the facts as they have come to our attention. Our
discussion of
application of

the relevant laws is intended solely to serve as a backdrop for the discussion and
relevant facts of the matter. lt should be noted that where we do not comment on

matters of I and any interpretation should be referred to your legal advisors. We also do not
comment on
the domain
individual.

innocence or guilt of any person, but merely report on the facts at our disposal. lt is
the respective adjudicating body to pronounce upon the guilt or innocence of an

included in thi

2.11 Restriction on Distribution of Report

This docum should not be distributed to any other party and is solely for the purpose set out above
and for the i ation of KPLC. The report should not be used for any other purpose nor distributed
to other without our prior written consent. We do not accept any responsibility to third parties

this obligation or for any opinion expressed or action taken because of the information
document.

for breaches

Private and 31
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3 Exec ve Summary

such it
Summary forms part of the report and serves as a summary of key findings and as
be read together with the detailed findings contained in the Section: Forensic Audit

Findings ol s document

3.1 of Methodology and approach to the Forensic Audit

Specific xeJ rast Approach

a. to rerienf PPA provisions on
procurempnt of HFO.

I

We reviewed the Power Purchase Agreements from KPLC and the
lPPs and analyzed their content especially on clauses relating to
procurement of HFO. We compared the clauses in the PPAs with best
practices and legislations to determine compliance.

the last three years

the respective PPAs
policies have beenand

b. To
process for lPPs

for at

procu
outlined i

the HFO

whether the
procedures

procurement offollowed
HFO.

and a

Reviewed the PPA to see provisions for the technical and financial
evaluation of tenders;
Reviewed the bids provided by the competing suppliers and check
against the tender evaluation report to ascertain fairness and
transparency in the evaluation process;
Established whether the tender evaluation committee was properly
constituted in line with the IPP internal policy and best practice;
Ascertained whether the tender evaluation committees signed
conflict of interest declarations;
Conducted due diligence on the bidders based on publicly available
information to establish whether there were undisclosed conflicts of
interest with the IPP evaluation committee members and;
Reviewed the documentation of the evaluation process, historical,
financial and other information supplied by tenderers.

a

a

a

a

a

a

structure and
of international

(Platts FOB,

pricing

c. To

World
Average Freight Rate

fuel supply
including the

lndex, and

We obtained and analysed the Power Purchase Agreements for all
lPPs with relation to fuel prices calculations;
For each PPA, mined and modelled formulas as per indices indicated
in the PPA;
The pricing model was mapped as defined in the PPA to create a
model that captures all variable data elements in the power pricing
invoice;
Obtained invoices raised by the lPPs to KPLC and reviewed the
completeness of the supporting documentation and appendices
attached as required by the respective PPAs;
Established from the invoices the various indices as per attached
documents on the invoices, mined the same data and keyed in the
designed model (as per the PPA) to obtain prices as per our re-
computation;
Confirmed whether certain indices that are dependent on the Fuel
supplier's invoices, i.e. the unit price of a metric tonne of fuel has
been captured correctly in the computation of the invoice amount and
following the stock control processes as determined in the respective
PPAs; and
Derived inferences from the data analysis and reported on the same.

a

a

a

a

a
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ApproachSpecific xe{ rasr
ITo revfew the monthly

economi{ merit order of
dispatch, I dispatch plans,

availabilitf of all power plants,
and availed monthly energy
from hy(ro and geothermal
plants, arf itauitity declarations
and actu{l dispatch for the last
one year. 

I

d
. Obtained and reviewed the daily planned and actual dispatch;
. Reviewed the Net Electrical Output from the respective lPPs and

compared with the data from NCC;
. Reviewed the monthly economic merit order of dispatch;
. Reviewed the availability data of all power plants; and
. Conducted a comparative analysis with other generation sources, i.e.

hydro and geothermal

if the arrangement

that led

the Gazette
April 201

should be

the
to the
Notice
6 and

e. To
circumsta
issuance
2826 ot
determin

. Obtained and reviewed a copy of the Gazette Notice No.2826 of 19

April2016;
. Reviewed the Presidential Taskforce Report to understand the

background of the ToR;
o Conducted interviews with KPLC, Representative from the Task

Force, EPRA, CAK and IPP staff to understand the circumstances that
led to the issuance of the Gazette Notice;

. Reviewed relevant documents including dispatch data, stock records,
minutes of meetings, letters to ERC from stakeholders among others

. Computation of the cost of stock holding and the effect of the
implementation of the gazette notice with the effect on the working
capital cost to the lPPs and subsequently the evaluation of potential

cost savings to the consumers; and
. Conducted data analysis on the dispatch levels, stockholding and

other relevant data to validate the information gathered from the
interviews and document review

specific fuel
compared to

consumption rates

an analysis of

cost recovery

f. To carry
actual

specific
used in

o Extraction of data on actual monthly fuel consumption for the 3-year
audit period for each IPP to identify trends and patterns that could
signal any red flag activity in particular lPPs; and

o Matching the cost of actual fuel consumed against fuel costs recovered
from KPLC for significant variances, and quantified any losses or gains

identified based on the analysis.

loss/ damage due
and corrupt acts

in key specific

g. To determ

to fraudule
and as req

task under

was any
quantifo

whether there
and the extent,

. Reviewed the PPAs and FSAs for all the 6 lPPs to establish the specific
monitoring and oversight mechanisms put in place to manage the risks
of overcharging, fraud and wastage;

. Reviewed the Presidential Taskforce Report to understand the
background of the ToR;

. Conducted interviews with KPLC, Representative from the Task Force,
EPRA, CAK and IPP staff to understand the circumstances that could
lead to fraud in the procurement and use of HFO.

. Reviewed relevant documents pertaining to procurement, pricing, HFO
stock management and dispatch of power plants data, stock records,
minutes of meetings, letters to ERC from stakeholders among others;

. Undertook governance structure review of KPLC and the lPPs in the
implementation of the PPAs;
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Specific Ke r Task Approach

o Undertook a overview due diligence check of the holders of the FSAs
to establish any risk of conflict of interest with the lPPs;

. Conducted data analysis on the procurement, pricing, stockholding and
dispatch data to validate the information gathered from the interviews
and document review to ascertain whether there were any incidents of
fraud and/or irregularity.

h. To asser
applicatir
control
policies.

;s effectiveness and
n of the respective
and the oversight

o Obtained and reviewed a copy of the Gazette Notice No.2826 of 19th
April2016;

. Reviewed the Presidential Taskforce Report to understand the
background of the ToR;

. Conducted interviews with KPLC, Representative from the Task Force,
EPRA, CAK and IPP staff to understand the controls and oversight
mechanisms in place for management of procurement and use of HFO
at the lPPs;

. Reviewed relevant documents including standard operating
procedures (SOPs), stock records, minutes of meetings, lefters to ERC
from stakeholders among others;

. Conducted data analysis on the procurement, pricing, stockholding and
other relevant data to validate the information gathered from the
interviews and document review.

.llo rnvel
noted cad

irregularit]
establishil
operandi
identify
persons a

tigate any specific
es of fraud and other
es with a view to
lg the modus
of the fraud and
the responsible

nd parties.

. Reviewed the PPAs and FSAs for all the 6 lPPs to establish the specific
monitoring and oversight mechanisms put in place to manage the risks
of overcharging, fraud and wastage;

o Reviewed the Presidential Taskforce Report to understand the
background of the ToR;

. Conducted interviews with KPLC, Representative from the Task Force,
EPRA, CAK and IPP staff to understand the circumstances that could
lead to fraud in the procurement and use of HFO.

. Reviewed relevant documents pertaining to procurement, pricing, HFO
stock management and dispatch of power plants data, stock records,
minutes of meetings, letters to ERC from stakeholders among others;

. Undertook governance structure review of KPLC and the lPPs in the
implementation of the PPAs;

. Undertook a overview due diligence check of the holders of the FSAs
to establish any risk of conflict of interest with the lPPs;

. Conducted data analysis on the procurement, pricing, stockholding and
dispatch data to validate the information gathered from the interviews
and document review to ascertain whether there were any incidents of
fraud and/or irregularity.

j. Establish

technical
physical

procedures for
nt and verification of

specification,
ompletion and price

. Reviewed the FSAs on the agreed technical specification to ensure that
it is compliant with the PPA

. Evaluated the procurement procedures to ensure the specifications are
communicated to bidders and thereafter evaluation is done based on
the same
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Specific xe| rasr Approach
. Reviewed the evaluation of the bids to establish price competitiveness

and value for money are achieved
competitileness of each fuel
supply a{reements (FSA)

whether adequate
in place to verify

HFO as per the
FSA and PPAs.

systems
pricing

k. To esta
. We analysed the IPP computations of the HFO supplied in line with the

modelas per the FSA.
. We reviewed computations done on the same by KPLC before

approving invoice payments.
o We also relied on our independent computations in line with the FSA

model and figures issued by the fuel Supplier, in corroboration with the

attached supporting evidences on the invoices.

, lack of equipment
and

which

and identify

example

potential

roles

performance, for
adequacy of

areas of
on the oversight

ldentify
impede

o Obtained an understanding of the organizational structure and
narrowed to the departments that work with the lPPs

. Reviewed the specific monitoring and oversight mechanisms put in
place at KPLC to manage the risks of overcharging, fraud and wastage

that could arise from mismanagement of the PPAs;
. Sought understanding of the oversight roles from KPLC to the lPPs in

regards to the Procurement and Use of HFO.

in place to preventcontrols a
or detect

appropriate

lirregularities

m. Assess
. Obtained and reviewed a copy of the Gazette Notice No.2826 of 19th

April2016;
. Reviewed the Presidential Taskforce Report to understand the

background of the ToR;
. Conducted interviews with KPLC, Representative from the Task Force,

EPRA, CAK and IPP staff to understand the controls and oversight
mechanisms in place for management of procurement and use of HFO

at the lPPs;
. Reviewed relevant documents including standard operating

procedures (SOPs), stock records, minutes of meetings, letters to ERC

from stakeholders among others;
. Conducted data analysis on the procurement, pricing, stockholding and

other relevant data to validate the information gathered from the

interviews and document review.
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Kenya Power and Lighting Company PLC
Forensic Audit
August 2022

on Procurement and Use of Heavy Fuel Oils

Our conclusions based on the investigation findings include:

a. KPLC consultation with the lPPs should develop standard procurement guidelines for HFO
stnce
HFO

The
agg

are clear gaps in the PPA deeming it insufficient in regards to offering direction on
rement.

b. There
report

lapses in the various procurement stages as illustrated in the detailed findings of this
would need to be addressed for the procurement process to enriched and

formulae needs to be understood in depth as it has various cost elements
This is to ensure that the consumers' interests are protected since fuel charge is a

h cost.
The notice 2826 did alleviate working capital for the lPPs, however, the concessions
given d

e. There
not impact the consumer

re efficiencies experienced among the lPPs whenever their actual specific fuel
rate is less than the stipulated rate in the PPA, which is used during invoicing

These should be passed forward to the consumer whenever the selected power
companies are used or concessions granted to the lPPs that are efficient to ensure

the practise across board.
f. Action be taken against the IPPS and KPLC staff tasked with oversight of the

process for failure to protect interests of electricity consumers in the irregularities
in the HFO tender supply to Gulf Energy, given by Gulf Power Ltd, Thika Power Ltd

and ph Power Generation Company Ltd. The instances of irregularities warrant severe

g. KPLC,
of gross misconduct and action to be taken on the responsible parties.
and HFO fuel suppliers need to establish a mechanism to fine-tune the computation

to and eliminate the variability of what is ultimately charged for fuel
KPLC implement Standard Operating Procedures (SOPs) between KPLC, IPP and HFO
suppl and ensure it is followed with an accountability mechanism to prevent potential loss
th overpayment or underpayment for fuel supplied to lPPs due to needless variations

h. KPLC ensure the correct interpretation and application of the formulae all through by all
ind players to ensure price competitiveness.

i. The r Planning and Purchase department should be fully operationalized for optimization
and cohesiveness in the planning and execution of electricity generation in the

cou
of KenGen thermal plants is necessary due to its significant capacity and its
on to the electricity generation industry. Kengen thermal power plants during the FY

generated an average of 2o/o of the system gross whereas the six thermal
power plants combined contributed averagely 5%of the system gross. This goes

to the significant importance to review and assess its affairs
K, KPLC ld enhance their oversight roles as stipulated in the PPA with inclusion of

made within this report to strengthen their oversight capacity
Pol and controls should be implemented to ensure the efficiency of power generation.

lack of strict adherence to FSA guidelines as seen through irregular extensions of
Fuel suppliers should not be allowed to extend their contract beyond the allowable

period
There

pulated in the Fuel Supply Agreement.
more issues that afflict the lPPs beyond the procurement and use of HFO as the

audit assignment was skewed. There is urgent need to review the entire operations of
and their overall contribution in the generation of electricity.

o. The of interest between Gulf Energy and Gulf Power shows serious lapse in KPLC's

c.

d.

of

A

m

n

the

Private and

mandate, a matter that should be further investigated
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Kenya and Lighting Company PLC
Forensic it Report on Procurement and Use of Heavy Fuel Oils
August

4F sic Audit Approach

4.1 to the Forensic lnvestigation

The price power had significantly increased for consumers over the past five years. Consumers
expressed
created to
Taskforce)

blic outrage about this increased price and hence a presidential task force was
k at this issue. As a result, The Presidential Task Force on PPAs Review (The
established in response to a presidential directive through a special Gazette Notice

No.3076
Notice was
ag (PPAs) entered into between various independent power producers (lPPs) and KPLC.
Further was a recommendation to audit the procurement and use of HFO used by the thermal

the high cost of electricity.plants due

The aim of Taskforce was to develop a suitable strategy for engagement with the lndependent
Power Prod (lPPs) and lenders, in order to achieve relief for electricity consumers and ensure
the viability and sustainability of the energy sector.

4.2 lnvestigation Methodology

We utilized investigation methodology as required to fulfilthe assignment's objectives. This is

AS below:

'[able B: Meth

was published on March 29,2021(the Gazette Notice). The purpose of the Gazette
direct the KPLC to conduct a thorough review and analysis of all power purchase

logy and Approai l, t() tlrr.' ltrvustrg.rtrort

lnterviews We interviewed parties relevant to the investigation such as varu=iuos
departments of KPLC, the IPP and EPRA in orderto obtain the necessary
information to conoborate our findings.

Document r SVIEWS We obtained and reviewed documentation that were considered
necessary to aid in accomplishing the assignment objectives.

Data Analyr IS We conducted data analytics on all areas of our review to identify trends
and keyfeatures of information submitted forouraudit by KPLC and lPPs.
We performed expert analysis of documents to identify trends and

Business
lntelligence checks

We obtained information from publicly available sources on individuals
and entities suspected to be involved in fraud or malfeasance at KPLC
and the lPPs. We also investigated any business relations with third

Steps taken Details
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and meetings Conducted

forensic
interviews and held discussions with relevant parties during the course of the
and have listed these individuals in the table below:

August 2022

4.3 4

We cond

Gulf Power

Tsavo

Thika

Triumph

lberafrica

Rabai

KPLC

EPRA

5 July 2022
1. Norman Wanyiri - General Manager
2. Ali Abubakar - Chief Financial Controller
3. Benson Njiru - Chief Technical Officer

5 July 2022
1. Eng Julius Riungu - Managing Director
2. George Ngugi- Chief Financial Controller

6 July 2022
1. George Njenga - CEO
2. Fiona Ngethe - lnternalAuditor
3. Stephen Mwaura - Chief Technical Controller

7 July 2022
1. Rufa Abbas - Director
2. Siva Shankar- General Manager
3. James Karanja - Finance Director

7 July 2022

1. Henry Muthanji - Chief Executive Officer
2. Laurie Akinyi - Management Accountant
3. Fiona Ng'ethe - lnternalAuditor
4. Bemard Mwaniki- Operations Manager
5. Simeon Githagui - Chief Technical Officer
6. Lawrence Musyoka - Supply Chain Manager

Thomas anager
12 July 2022 Zablon Okwoku - Finance Manager

Alex Odhoch - TechnicalOfficer
4 July 2022 Charles Cheruyiot- ral Manager lnternal Audit

George Mbaabu -
John lhuthia - GM Business Strategy
Susan Ombuya - Manager in PPP
Paul Mwangi- Ag GM Networking
Cyril Bett - Assistant control Engineer
Carol Mwani- Dispatch Planning Engineer

7 September 2022 L Yida Kemoli- Board Director

1. Leonard Yegon - Electricity Pricing Expert
29 August 2022 2. Shelia Tonui - Pricing Officer (ST)

3. Mohammed Omar - lnternalAuditor
Table 9: Intc ws Conclur tt:d and [)rscussions Held

1

2

3
1.

2
3

4
5
6
7

Organisatiorr Meeting Dates Name and Designation
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Reviewed

revrew.
rse of our procedures, we reviewed several documentations relevant to the forensic
included Requests for Quotations (RFQs), quotations, purchase orders (POs),

August

4.4

During the

us to a series
report. Tests

contracts, , delivery notes, GRNs, Power Purchase Agreements (PPAs), Fuel Supply
Agreeme (FSAs) and other information supporting procurement and use of heavy fuel oil
Where refe is made in the report to any information obtained from the documentation above,
a ng annexure is provided in the Annexures section of this report.

4.5 res conducted during the forensic investigation

The review conducted in phases described below in order to achieve the assignment's
objectives procedures conducted are discussed in detail in the following sub-sections:

1: Engagement Preparation and Planning

As part of
procedures:

i. We

assignment's preparation and planning stage, we conducted the following

ld preliminary meetings with the KPLC team to understand the background of the
investigation request and to agree on the assignment objectives and timelines.

[. ned and reviewed the Presidential taskforce report in order to understand
mendations and findings related to thermal lPPs.

iii. We the Power Purchase Agreements to understand the relationships between
and the lPPs and the legalframework goveming the same

2: Engagement Execution

The conducted during the execution phase of the forensic investigation are reported
respective findings.together with

3: Prcsentation of forensic investigation findings

The findings the procedures conducted have been outlined in the proceeding sections. The
procedures subjecting documentation and other forms of information made available to

tests that were designed to address the terms of reference as enumerated in this
ults are presented in a tabular format where possible.

Private and nfidential 57
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the PPA. PPA timeframe is between 20 to 25 years, it stipulates how the procurement of HFO
is to be out by the lPPs and is provided for in the PPA clause 9.13. The provisions of the
PPA with rds to procurement include:

T
to
a

er documents - the IPP was required to prepare the tender documents and issue
PLC for comments and approvals. KPLC was to review within 10 business days
provide comments if any; in the event of comments being provided the IPP doing

tender will revise the tender within 4 business days and for cases where KPLC fails
to within the agreed timelines the tendering process will continue

b) opening- KPLC is required to send a representative to observe the opening of
tender if the IPP gives them seven days'written notice of when they intend to do so

c) luation report: After an evaluation is completed by an lPP, a report is produced and
SU to KPLC for approval. Upon receiving the report, KPLC is obligated to

within seven business days. They must then notifo the lPPs in writing that they
proceed with the award because they have no objections. KPLC will explain the

for not issuing lPPs if there was no objection raised.

d)F supply agreement- the contract with the proposed supplier is to be signed after
has issued no objection to the evaluation report.

5.1.'t nder Documents

The PPA
proposed

9.13.2 requires that the IPP shall prepare and provide to KPLC a copy of the
r documents, without specifics on the basic content and structure of the tender

Kenya Powe and Lighting Company PLC
Forensic Report on Procurement and Use of Heavy Fuel Oils
August2022

5 Fore sic Audit Findings

Key Task (a)- Review PPA provisions on Procurement of HFO

of HFO is guided by the power purchase agreements commonly referred to as

resultant fuel supply agreement is expected to contain (a) fuel specifications, (b)
lity control procedures of delivered fuel, (c) supplier sample of delivered fuel, (d)

have standard tender documents for HFO to guide the lPPs on the procurement.
therefore used its own format of tender documents. KPLC used the different

from the lPPs for review purposes although they were missing crucial
the tender process. The following are the major gaps in the tender forms used;

The tender documents lacked bidding forms, which bidders ought to use in the
preparation of their bids and submit in standardized format for ease of evaluation
and comparison;

The tender documents lacked a section on evaluation and qualification criteria; and

The forms lacked Data Sheet, which ought to have been customized for the specific
tender

5.1

The

documents.
quantity and

The PPA did
Each of the I

tender
information

i.

a

security (e) delivery and credit arrangements, (f) pricing structure, proposed base price and
escalation i

Find

Lack of Tender Forms for the Purchase of HFO

il.

ilt.
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a)

The KPLC i
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consultation with the lPPs should prepare procurement guidelines for HFO. The
guidelines and standard bidding documents will enhance the supervisory role of

KPLC.

b)

The bidding documents are lacking crucial requirements, making it impossible to
standardize the submission of bids, and subsequent evaluation of bids,
Due to lack of standardized formed there are frequent changes to the instructions to
tenderers which may raise confusion in the tender process and may also lead to the
risk of litigation due to potential procurement mishaps,

c) absence of evaluation criteria causes bids to be evaluated inconectly or
subjectively as a result of the submissions' vast discrepancies regarding the papers

are truly required. This puts the entire procurement process at risk for dubious
and achieving value for money

o

a

a

a
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5.2 Key Task (b) - Review of HFO procurement processes for at least the
three years and assess whether the procurement procedures outlined in the

res PPAs and KPLC policies have been followed in procurement of HFO

Procu Rules and Processes

The of HFO was provided for in the PPAs. The Seller (lPP) is required to procure
HFO in rdance with the fuel procurement process provided in Clause 9.13 of the PPA. The
Seller shall
Report, and

its own cost call for tenders, evaluate tenders, prepare the Fuel Tender Evaluation
it to KPLC, recommending the proposed fuel supplier and obtain KPLC's consent

a
prior to

It was
specific
All the I

procedures
the PPAs
procurement

The findings
For the lPPs
Power, I

ng into any FuelSupply Agreement.

that the applicable procurement rules in the PPA were brief and did not detail the
procedures and processes to be followed by lPPs in the procurement of HFO.

audited did not have detailed procurement guidelines or standard operating
guide the procurement of HFO. They instead considered what was provided for in
adequate. However, our audit show weaknesses attributed to lack of standard
uidelines for HFO. Most of the findings contained in this chapter can be addressed

the eligibility criteria are set in the tender documents across the six lPPs.
we identified irregularities with respect to the eligibility cfriteria in Rabai

Power and Gulf Power as follows

ibility criteria were not consistently set and applied across all lPPs;
no separate section for setting of criteria in the tender documents;

through a guideline prepared for use by the lPPs in procuring fuels

ln this report, forms of criteria are reviewed in this subsection: (a) eligibility evaluation criteria
used to if the Bidder is eligible and meets the statutory documents and licenses, (b)
qualification criteria to check if the Bidder is qualified to perform the contract, (c)
technical criteria to compare the offered versus required specifications, (d) financial
evaluation
provide for
price. The

used to adjust and compare prices across Bidders, and (e) award criteria to
specific award of the contract, expected to be the Bidder with the lowest evaluated

on these four sets of criteria are presented below.

O Findings

i) The el
ii) There
iii) Lack
iv) The

clear guidelines on how the eligibility criteria shall be applied during bid evaluation.
r documents provided the mandatory documents required for the bidders to

qualify their bids for technical evaluation. However, during evaluation Rabai Power,
and Gulf Power used of point scores to evaluate the bidders in mandatory

requi as per the below tables;

o
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Rabai r - Tender lor 2O2O

Rabai allocated points to the mandatory required documents as follows

Details Reference MAX
RAT!NG

Kenol Dalbit Vivo Devani Oxford

Clause
RFP-10

)ompliance and
:ompleteness of the tender
Jocuments comprising the
ender

2 2 2 2 1 2

Clause
RFP-14

-ender security of two
rundred thousand US
)ollars US$ 200,000

2 2 2 1 2 1

Clause
RFP-,I4

'ower of attorney of the
erson signing for the tender
ecurity for the issuing bank

3 3 3 3 3 3

Clause
RFP-15

of one (i)original
three (3) copies of

of the tender as
in a clause RFP-

clearly marked original or1

2 2 2 2 1 2

Clause
RFP-15

lability of the original
nature, seals stamps on
tenders' documents on the

2 2 2 2 2 2

Clause
RFP-15

r of attorneys of the
n. Signing the tender

3 3 3 3 3 3

Clause
RFP-15

rtificate of incumbency
authority of the person

ning the tender

3 3 3 2 3 3

Clause
RFP-,15

ication of full company
and proper address
notices are to be

1 1 1 1 1 1

3 3 3Clause
RFP-11

of Board resolutions
the fuel supply
and fuel supply

agreement as provided
EX C of the tender

di
in

3 3 3

o
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62

Kenya Power Lighting Company PLC
Forensic Report on Procurement and Use of Heavy Fuel Oils
August 2022

Tablr: I0:R.:ba Power technical scores for 2020 tender evaluation

lbe Power - Tender tor 2021

lberafrica r allocated percentages in the evaluation of mandatory documents as follows;

Gulf - Tender for 2020

Gulf power point scoring for overall mandatory requirements evaluation however one of the
tenderers Dal missed on having the City County business license buttheirtenderwas proceeded
to technical

T.rl.rl.: ll. il;e;

I,r';ir: r 2 (.1:lt

f rrca Power technir-al scores for 2021 lt:nder cvaluation

,vcr cvlll r.rtror f lr 2020 titnder

i. The te security aims at protecting the procuring entity against the risk of the bidders
conduct

yeat 120 days would suffice to cover the bidding period; (c) setting too high tender
security unts given the value of annual contract this is seen in the case of Gulf power who

to be provided with a tender security worth USD 500,000. Triumph power on the
requested for the tender security to provide as part of the bid documents lnvitation

on document comprising the bid section c, yet while performing the audit it was not
rt of the evaluation.

ii. The r of attomey of the person signing the tender is very crucial and should be a
requirement. The power of aftorney of the person signing the tender security in
bank is not necessary. Rabai power and Tsavo Power required that the bidders

supply security with signatures from the person issuing it from the bank. The signature

power,

other ha
to Bid 7.
used as

the issui

of the
most

ring the tendering period. Practices were observed where Rabai Power, lberafrica
set this criterion (a) using point scores, (b) requiring tender security valid for one

n signing the tender security from the bank is not mandatory requirement. The
requirement is that at evaluation stage, the IPP should write to the bank to

of their bids that is;1 original and 3 copies. This provision to the lPPs is time
and has a lot of cost associated with preparation of the documents. The evaluators

confirm authenticity of the issued tender security

iii. The rement for copies is generally a good practice. Triumph power, Tsavo Power and
Rabai during the tender process informed the bidders they were required to submit
four
consumi
during

rlorot 21 21 21 19 19 20

Details Rubis Jaguar R.H One
Tax complia rce / EPRA license 5.00% 4.750h 5.00% 5.00%
Provision of bid security 5.00% 2.99Y" 5:00% 4.75o/o

FuelSuooliersRequi
Dalbit Jaquar Vivo

Petroleum, dusiness license issued by EPRA
Valid Tax colnpliance
PIN certificate
Certificate of incorooration
City county business license Missing
Vat certificatb of reoistration
Total Points hwarded 5 6 6
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iv. The were required to provide certificate of incumbency and authority of the person
the tender documents. This requirement in Tsavo Power and Rabai Power was

eva
this

v. Rabai
part of

mand
have

vi. The
s

there negating the use of points.

and Tsavo power requested the bidders to provide form of board resolution as
ir bid documents and scored point on them during evaluation. This requirement is

tm nt to ensure that the Bidder would not renege on the specified clauses in the fuel
agreement. This means that it should be evaluated on a pass-fail basis at thesupply

on scoring basis yet it should have been on a pass or fail basis during evaluation,
any Bidder that did not provide this document would not be considered further,

ry evaluation stage and not point scores evaluation at this stage. Bids that do not
board resolution are eliminated at the preliminary examination stage and not

co further in evaluation process

At Tsavo Power this requirement was evaluated using points. This requirement
was to evaluated on a pass or fail basis in that if the bidder has not provided the tender

one is disqualified.

vii. Tsavo and Rabai Power as part of their tender requirements, the company profile was
to be provided by the bidders. The company profile provides a snapshot of the

to assess its management and history, which is useful information required to get
to the Bidder. ln the evaluation it was scored using points, this criterion is unnecessary
and no value in the evaluation process. This criterion is for information purposes and
serves evaluative value.

r letter is a critical one as a formal offer to supply the fuel. The tender letter was
to be completed and signed by the suppliers and submitted as part of the bid

Gulf Power had the requirement in the lTB, as they canied the evaluation, they
ing points. This should have been evaluated on a pass or fail basis, that is if the

viii. The
com

of incorporation provides evidence of capacity to contract and identifies the
name and nature of the company that constitutes the Bidder. Gulf Power and

T Power requested for the Certificate of lncorporation however Triumph Power did not
this and Gulf Power used point form for this evaluation.

ix. The were required to provide CR12 as part of their bid documents. The CR12 provides
about the directors and shareholders of the Bidder and that records exist in the
companies, which is important to establish if there was any conflict of interest.

x. The ownership declaration is a requirement under Companies Act and further
information about the Bidder and who the real owners are

xi. Tax
the

iance is a legal requirement during the submission of the bid document. lt informs
entity on the status of the supplier with regards to tax payments. lberafrica

Power
scored
supplier id not provide the tax compliance one was disqualified and would not be evaluated
for the criteria. Triumph Power requested for tax compliance and did not conduct an

on this requirement. Rabai Power, Tsavo Power in the ITB did not request for the
subm of tax compliance certificate from Kenya Revenue Authority

xii. Gulf r and lberafrica Power used the evaluation criteria of scoring points for the
nt on EPRA Petroleum License The license is evidence authorizing the Bidder to

trade in in Kenya and also show that they are valid during the tender period. This
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ndations
a) The n of the criterion on completeness of bid is a good evaluation criterion that

that all the required Bidding Forms have been provided by the bidders to enable
evaluation of bids. However, such a criterion should be set to be applied on a

il basis

As
to

eligibility criterion, the tender security should be set in the tender documents so as
on a pass-fail basis during evaluation, without using point scores. A bidbe

sufficient bid security shall be disqualified at the preliminary examination stage

c) The of attorney should be required for the person signing the tender on behalf of
the , but not the person signing the tender security in the issuing bank. This eligibility
crite should be set in the tender documents and applied at evaluation stage on pass/fail
basis, nstead of point scores

d) For and reduced cost of tendering and evaluation, the Bidders should be required to
SU the original bid with the requirement for copies only as necessitated. Also, this

should be set to be applied on a pass/fail basis instead of point scores.

e) The bility criterion on certificate of incumbency should be set but not be allocated
points lnstead, it should be set to be evaluated on a pass-fail basis.

0 rion on board resolution should be set on a pass-fail basis in the tenderdocuments
applied on pass-fail without use of points during evaluation of bids. The

procu nt guidelines should indicate if the bidder does not provide this document; shall
bee outright or asked to submit it before end of evaluation process.

g) The for tender letter [called the bid submission form, or letter of bid, or form of
tende

b

The
and

AS

h) The

i)B
the

should be provided in the tender documents, to be assessed on a pass/fail basis
of the assessment of the completeness of bids, and without point scores.

n of company profile may be required in the tender documents for
purposes but should not subject of scoring during evaluation of bids.

should be required to submit a copy of the certificate of incorporation together with
The procurement guidelines should provide guidance on whether those that forget

were required to own the storage facilities when the general industry practice is
storage for use from time to time,

to su are given a second change to submit it before end of evaluation process.

i)B should be required to submit copies of the latest CR12 dated at least within the
last days of the date for submission of bids.

k)B should be required to submit the Beneficial Ownership Declaration forms as part
of thei bids

B
b ids, should be evaluated on a pass-fail basis.

r) should be required to submit a valid tax compliance certificate from KRA in their

m) All should be required to submit the EPRA petroleum licensed and assessed on
lbasis.

The n evaluation criteria are used to assess if the Bidder is qualified to perform

(a)
to lease

the

Private and 64
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(b) uired to have fully dedicated storage of HFO for the plant when the practice is for the
SU to draw from the common storage tanks;

Findi

i. The r documents in all the lPPs stated the following qualifications that were vague and
could be used for evaluation;

.a py of the Bidder's audited financial statements for the last three years as evidence
the Bidder is financially qualified to perform the contract, without stating the specific

indicators that Bidders should meet to be considered qualified;
a Bidder's history and detailed fuel supply experience in Kenya of a similar nature,

fuel

stating the minimum quantity and contract value that is considered as experience
to ualify as a supplier;

evidence of sufficient, adequate and dependable road transport; this
did not specify what the IPP considered to be "sufficient', "adequate', and
ble" road transport; etc

ii. The were required to provide a copy of the tenderers audited financial reports and/or
other a material for the most recent past three complete fiscal years, substantiating the
tenderers nancial capability of meeting the requirements of this tender document and of the

agreement. The criterion on financial capacity was vague on the indicators to be
computed
minimum

to determine the Bidder's financial capacity. Such indicators usually relate to
ues for current ratio, net worth, return on equity, and debt ratio

iii. Rabai set the criteria that the supplier should provide evidence that the tenderer's annual
average realized in Kenya was equalto at least US$100,000,000 during each of the
three proceeding to the submission of the tender. A common practice is to provide

nds or range of turnovers and allocate scores based on the different ranges/levels
three to five years.

iv. The documents for Tsavo Power stipulated the need for:

a A company history and corporate profile, including a resume demonstrating
prior experience in the delivery of fuel defined as residual fuel oil to similar

a The rer or an affiliate thereof has traded at least 1 ,000,000 MT of fuel per year with
located in Africa for two years preceding the submission of the tender;

The has traded at least 250,000 MT of fuel, diesel, or kerosene per year with
located in Kenya in the past two years;

E that fuel storage facilities for fuel, kerosene and/or diesel with capacity of at
least 0,000 MT will be available to the tenderer in Mombasa, Kenya throughout the term

supply agreement; at least 5000 MT of the fuel storage capacity used by theof
exclusively in connection with the project throughout the term of the fuel supply

at least 5000 MT of the fuel capacity shall be owned or leased by the tenderer
the term of the fuel supply agreement.

different
over the

thro

This qual
value of

criteria of the
considered as

evidence to strate experience but are for informative purposes. Tsavo Power did set the

criterion on Bidder experience is vague, does not state the minimum quantity and
contracts dealing with HFO. The company corporate history and resume is not

rement for 1,000,000 MT, for each year for a period of 2 years which may be
high and should be commensurate with the annualconsumption of HFO in the

plant. Moreove evidence of delivery within the past two years is too restrictive and could reduce
the level of in the bidding process. The criterion as set was not specific to storage
capacity for H to include kerosene and diesel, requires Bidders to have fuel capacity exclusively
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as total certified payments received for HFO contracts in progress and/or
within the last three years, divided by three years.

ification criterion on the Bidder experience should be stated clearly with minimum
and value of similar HFO contracts, for example: the Bidder shall submit

at
ntary evidence in the form contract agreements or purchase orders to demonstrate
fhree similar contracts for HFO supply each of a minimum annual quantity of
MT and annual value of US$ 150 million that have been satisfactorily and250,

completed within the past three years.

d) The criterion on storage capacity should be set clearly, for example: the Bidder

August 2022

for the IPP
not be poss

com

c) The
qua

shall
letter

a stage no contract had been signed yet, part of the criterion is futuristic and may
to be applied in the evaluation of bids

tender for 2021and Gulf tender tor 2020 required details on the availability
sourcing arrangements for the fuel. The criterion is too broad and does not

what documentary evidence is required to be submitted by the Bidder to
nstrate it is qualified to perform the contract.

vil Thika Power, lberafrica, Gulf Power and Triumph Power the tenders required
d

u

ntary proof of fuel transport arrangements, including lease arrangements or
arrangements satisfactory to the purchaser, evidencing that a number of trucks
ent to deliver the required quantities, taking into consideration transit time,

time and other constraints such as holidays and breakdown, was required
be dedicated to the plant. This qualification criteria on transportation of fuel does not

information on the minimum number of trucks and the estimated quantity of
to be transported annually. The other factors such as transit time, loading time

a holidays are important information for contractual agreement but are not objective
evaluation purposes.

a) The ification criteria on flnancial capacity should be clearly set, definite, and fair. The
ng example may be adapted for use in the tender documents and applied on

rm basis during evaluation and a decision made whether the bid
ly met the criterion: The Bidder shall submit audited balance sheets and financial

acceptable to the Company, for the last three years and must demonstrate the
soundness of the Bidder's financial position and indicate its prospective long-term

IV

bility as follows:
Current Rafio [Current Assets divided by Current Liabilities] shall be greater than
1 (one) for each year.
Net-Worth flotal Assets less Total Liabilities] shall be positive for each year.
Return on Equity [Annual Net Profit Before Taxes divided by the Net-Worth,
expressed as a percentagel shall be greater than 2Oo/o for each year.
Debt Ratio [otal Liabilities divided by Total Assets] shall be less than 100% for
each year

b) The
the

on annual average turnover should state the turnover is for HFO supply, and
nimum average turnover for the three years, for example: the Bidder shall

a minimum average annual HFO supply turnover of US$ 10 million equivalent,
calcu
d

to
th

documentary evidence in the form of ownership titles, lease agreements, or
comfort from the storage service provider to demonstrate that it has the capability
the requirement for HFO storage of at least 10,000 MT per year available
ut the term of the fuel supply agreement
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ing to the required specifications in the tender documents. ln the review of the
, bidders were required to comment on the fuel specifications. There was no

how the offered specifications will be evaluated to check if they conform to the
This omission in the tender documents led to subjective evaluation of bids and lack
and inconsistent strategy on how to evaluate bids conformance to the required

to write

August

The
for HFO
awarded
provision
requi
ofa

and
eva
conform

i. The
the

e)T Bidder shall submit documentary evidence in the form a letterfrom an intemational oil
r or certificate of origin that they shall meet the HFO requirements over the period

of fuel supply agreement.

0 Bidder shall submit documentary evidence in the form of ownership, lease or hire of
at st 20 trucks capable of transporting at least 15,000 MT of HFO per year over the

of the fuel supply agreement. The bidder as of the evaluation was supposed to
cate a given number of trucks to be providing fuel to the power plant. An example is

g below

evaluation criteria are used to assess if the Bidder offered technical specifications

technical forthe HFO

Whereas tender documents had the required specifications, there was no bidding form for the
bidders to re and submit their bids. An outline of such a bidding form should contain the
required
required

, offered specification, statement of deviations and exceptions to the
I specifications, comments on whether there was a major or minor deviation from

the required ns.

i. ln the luation by Gulf Power 2020 tender on the requirement of specific commentary on the
fuel demonstrating substantially responsiveness and commitment to those

, the five points were not provided for in the tender documents; the Bidders were
comments on the fuel specifications to state whether they will meet the
Hence, evaluation should have been done on conform/not conform basis

making allocation of 5 points redundant.

ln tender for 2020, it was unclear how the evaluated scores of 9.25 points, 9.75 and
for the four bids on "fuel specification" were arrived at, suggesting subjective8.25

scoring

ii. On the uirement of evidence of the bidders' respect for norms on environmental regulation
to product specification, Tsavo Power introduced point scores at the

stage wherein all Bidders scored the maximum score of 5 points, meaning that they
to the criteria. This underscores the fact that the criteria should have been

evaluated conform/not conform basis.

The use of points introduced subjectivity in the evaluation of bids and should not be used
tn the bids.

I evaluation of bids should be done on a conform/not conform basis to check if
HFO product met the required specifications provided in the tender documents.

uation criterion was used to evaluate bid prices and compare evaluated prices
lowest evaluated price. However, the lowest evaluated price criterion was nof

The financial
to detennine
stated as

Private and

in the tender documents for all the IPP tenders reviewed for the audit.
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I and technical capability of the Bidder was required to be stated clearly in the tender
This is crucial as the qualification of the bidder should be measured as part of the

tendering

The main

The bids were corrected for errors and standardized for comparison.3T

elements with significant impact on fuel prices that could be managed through a
bidding process are the premiums, sea freight, and local transport. The financial

August

The fi

evaluation
compared,

The award were used to determine the successful bidder that was awarded the contract.
However,
award was
on the awa

Rabai Power
wherethe

bids should be focused on achieving the lowest price possible when these costs are
addition to review of the overall bid price.

all the lPPs tenders, the award criteria were convoluted and unclear on how the
be made. The following is an example of such an award criterion that are not specific
decision:

Tsavo Power, and Gulf Power used point scores coupled with a conversion formula
luation and the award was based on combining a technicalweight 70o/o and financial

r (Ref ITB F) in the absence of prequalification the Purchaser will determine to
whether the Bidder that is selected as having submitted the cheapest evaluated
is qualified to perform the contract satisfactorily; in accordance with the criteria

weight 30%.
Sf is the fina

lPPs used the formula: 5 = (St x t%) + (Sf x p%), where St is the technical score,
score =1O0xFM/F, T is weight of technical evaluation, P is weight of financial

evaluation, lowest price proposed for each fuel. F is the price proposal under consideration.
This type of in procuring goods such as HFO should not be used because it can lead to
award of to a bidder that is not necessarily the lowest evaluated price

The award ria for all the IPPS were different.

i. Thika ref (lTB 6.2), Rabai Power (Ref ITT 22), Gull Power (Ref ITB 6.2) Tsavo Power
(Ref ITT) ptly after the opening of the bids, the purchaser will undertake a detailed study
and analys of the bids received and may seek any necessary clarifications and verifications
of supplied. The purchaser shall review the qualifications of the bidding parties
based on ncials historical and other information provided in the bids

ii. Triumph

listed in 7.1 (b). The determination will take into account the Bidder's financial,
technical, and importation capabilities. lt will be based upon an examination of the

evidence of the Bidder's qualifications submitted by the Bidder, pursuant to
1, as well as such other information as the Purchaser deems necessary and

37 Annexure 36

its
responsive

documenta
paragraph

Promptly

on the
reject any

Company
(c), (d)

more
not

of the

Fuel

best

the opening of the Tenders, the Company will undertake a detailed evaluation
received and may seek any necessary clarifications and verifications of

supplied. The Company shall evaluate the qualifications of the Tenderers based
historical, and other information provided in the Tenders. The Company may

that, in the Company's so/e discretion, are not qualified to pertorm the
obligations under the Fuel Supply Agreement. ln evaluating the Tenders, the

give preference to the Tenderers who meet the criteria described in Clauses 28
(t). When the Company has reached a decision regarding which Tendereris rn /fs

all Tenderer(s) will be so notified. The Company reserves the right to waive any
discrepancies or deviations in the Tenders received and to negotiate with one or

Although price compefdrveness rs one of the award criteria, the Company is
to accept the lowest priced Tender.



o

a

a

a

a

a

o

o

o

O

o

o

Private and

Tsavo power

69

Kenya and Lighting Company PLC
Forensic Report on Procurement and Use of Heavy Fuel Oils
August 2022

Power (Ref ITB 6.2.1) the purchaser will award the contract to the successful bidder
whose has been determined to be substantially responsive and has been determined to be

perform
evaluated bid, provided further that the bidder is determined to be qualified to
contract satisfactorily.

The PPA the guidelines to how the procurement and tendering process of heavy fuel oil
was to be carried out. The purpose of KPLC is to provide oversight authority in the
procurement ss. ln the undertaking of the procurement process of HFO, KPLC has to provide
reviews comments and approve the process. The PPA stipulate the grounds forwhich KPLC

selected supplier. lt includes:can reject

a) the cost passed through to KPLC would not be the lowest costwhich KPLC could
expected to pay in the light of compliant tenders received by the Seller.

b) the proposed fuel supplier lacks the necessary financial and technical capability
perform its obligations under the proposed fuel supply agreement.

c) the terms in the proposed fuel supply agreement are prejudicial to KPLC's
under the agreement.

d) the performance of the proposed fuel supply agreement shall be or become
mpatible with any legal requirements.

e)T the Seller, in preparing the fuel tender evaluation report, has erred in its
of tenders, or acted fraudulently or negligently.

Findings
a) The of the contract should be done to the bidder with the lowest evaluated cost.

This is qualified bidder that satisfactorily meets the technical specifications and
requi apartfrom offering the lowest evaluated price. The problem however is thatthe
tender are vague and subjective about the award criteria

b) Due to of bidding documents and incorrect setting of qualification criteria, it was difficult
for KP to assess this criterion at award

c) KPLC n made comments on the FSA, but such comments should have been addressed
through ndardized FSAs with clauses that are not often changed and a section for

the terms.

d) KPLC
tender

assessed this legal criterion; the risks would be greatly reduced with standardized
and procurement guidelines.

e) Often
grant

wrote, "We have read the fuel tendering evaluation report, but we are unable to
as requested due to lack of sufficient supporting documents', pointing to lack

of basic procurement guidelines with clear responsibilities on documents required for
The evaluation reports were prepared and sent to KPLC for approval and direction

to move the next step. KPLC would write to inform they are not satisfied with the way the
were conducted and this called for them to provide more information and clarity

to the i needed by KPLC. Below is a table showing correspondences between
KPLC

the



a

a

o

o

a

o

o

O

o

O

o

Kenya and Lighting Company PLC
Forensic Report on Procurement and Use of Heavy Fuel Oils
August 2022

1. The C in consultation with the lPPs should prepare one complete standard bidding
for HFO with parts covering instructions to bidders, bid data sheet, evaluation

bidding forms, specifications, and fuel supply agreement.
bidding form for HFO should be prepared with a section complete with

elig ity criteria, technical evaluation criteria, financial evaluation criteria, qualification
n criteria and award criteria; these criteria will be customized by the IPP for each

guidelines so prepared should contain guidelines on the evaluation
preliminary examination, technical evaluation, financialevaluation, qualification
and award.

4. The nancial evaluation of bids should be focused on achieving the lowest price possible
these costs are compared, in addition to review of the overall bid price.

c
The2

3

eval
fuel
The

Private and 70
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Power lnvo ce vanances
IPP Audit variance KPLC variance

USD USD
Gulf Power l td (15.34) 86,630.84
Triumph Pov 'er Ltd rcs,492.92) (41,727.29)
Tsavo Powe Ltd 1.68 62,760.46
Rabai Power Ltd (s13.85) (50,306.17)

Thika Power Ltd (9.96) 2,O25.48
lberafrica Ltd (8.57) fi.221.95\

Total (36.038.96) (41.838.63)

Kenya
Forensic
August

Fuel
anchored i

Credit and
Auditor to
were yet to
unexplained;

5.3 c Key Task (c) - Review Fuei Supply agreements including the pricing
application of internationa! benchmarks (Platts FOB, World Scale !ndex, and

Freight Rate Assessment.

5.3. Fuel Priclng Arrangement in the Power Purchase Agreement

s
a

A

and Lighting Company PLC
it Report on Procurement and Use of Heavy Fuel Oils

arrangement are covered in the Fuel Supply Agreement (FSA) which in itself is
the Power Purchase Agreement (PPA). To undertake a critical analysis of the fuel

notes for these variances between KPLC and all the six lPPs were sought by the
the variances and complete the reconciliation between KPLC and lPPs. These
provided by KPLC and therefore the variances in the respect of the audit are

pnqng arra in the FSAs and PPAs and identify any gaps. We adopted a methodical
approach. approach presented below was applied to each PPA and FSA for the six

Power Producers (lPPs)

We that the PPA pricing formulas were solid and consistent. However, none of them
deflned the I point level to be used in computations thus ensuing variances between the
computatio by lPP, re-computation by the auditors and re-computations by KPLC as shown
below , there are larger variances for the power invoices which needed further
investigation to establish the underlying cause to such large variance for instance Triumph power
invoiced variance of USD (35,492.92) as re-computed by the Auditor while KPLC re-
computation USD (141 ,727.29); Gulf Power invoice variance of USD 86,630.84 as re-
computed
and Rabai

KPLC; Tsavo Power invoice variance of USD 62.760/5 as recomputed by KPLC
invoice variance of USD 50.306.17 as recomputed by KPLC.

i .l' 'r, 1 3: lnvor va lla nces

KPLC and I

value of fuel
for fuel as per
and a register

need to establish a mechanism to fine-tune the formula used to computate the
ry cost invoiced to KPLC. This would eliminate the variability of what is charged
formula and whatever variances that may occur should be resolved instantly

debits and credits is maintained.
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5.3. Fuel Supply Agreement in Fuel Pricing Arrangement

The FSA is in the PPA for each lPP. The FSA has been developed to govem HFO
purchase between the fuel supplier and the lPPs. All the fuel price invoices are raised
tn with the FSA pricing model and its elements are discussed in detail in subsequent
sections bel The standard formulas are annexed in this reports

pnclng
the PPAs for each IPP and mapped each power invoice according to the PPA power
. There were a number of gaps and differences noted in the use of the power invoice
PPA and equally in the use of the fuel invoice model as per the FSA.modelas

fuel price hedging. Hedging is a gamble which leaves the fuel supplier missing
the low freight prices when the market prices are down and but shields the fuel

a

of FSA Gaps and Differences
Based on ou review of the cunent practices we established the following gaps in the application
of the fuel

i. The sea
capacity
relates d

ght is fixed for period of the FSA. Sea freight rates are influenced by shipping
nd market prices for HFO which is the fuel that fires ship's engines. Prices for fuel

to Means of Platts which varies daily according to maket forces of demand and
supply.
practice
benefits

offers for sea freight which remains fixed over a period of time relies on the risky

supplier the market prices swing upwards

ii. Taxes Levies are again taxed a 16% VAT. Since Levies and other taxes are elements in
the fuel build-up which makes the unit cost upon which are then levied 16% VAT. This

to double taxationcould

iii. Using periods of Mean of Platts bill of lading dates from the current month for Gulf
Power, T
Tsavo
that of unit prices on a month-by-month basis, brings up differences. This makes
it difficult compare unit prices over a wider period

iv. No in the treatment of indices, especially the overheads across the lPPs in the
formulae r HFO. For instance, in Thika Power's Gulf Energy 2013 FSA, overheads include
profit,
other

, financial cost, import costs, storage costs, inventory losses, insurance and
costs. ln Rabai Power - Kenol Kobil FSA, Overhead costs represent

fees, while inventory loss and import costs are charged separately.
v. Overall,

orders
suppliers.

vi. However,
notfollow

o

o

o

O

to either
from the
the FSA

vll. Due to
limited

Table 14
saved U
procu

38 Annexure 29

pnces u the FSA framework. To illustrate, a comparison was made between the spot
prices and the market prices based on prices supplied to other lPPs in the same month. As

Power, lberafrica, Thika Power and Rabai lPPs and previous month (M-1) for
the 6 lPPs to different market price dynamics. This is one of the key reasons

lPPs applied the formulae in their respective PPA and FSAs. The HFO purchase
made as per the FSA which is signed between lPPs and their selected fuel

various reasons, Gulf Power and Triumph Power made spot purchases which did
FSA HFO purchase formula. The main reasons given were that there was a need

the IPP shutting down due to fuel stock outs occasioned by failure of delivery
ntracted supplier or to allow for conclusion of an ongoing tender. ln this respect,

pricing model had limitations due to its design that it was not suitable for spot
for fuel oil

in arranging for spot purchases, competition among suitable suppliers was
prices quoted were not always the most competitive compared with open tender

ls, of the total US$2,225,025.92 spent on spot purchases, the lPPs could have
14,472.58 if they applied competitive market prices and through timely
a saving that could be translated to consumers.

Private and

formulas for PPA and FSA across all IPPs

72
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Table 14. Cirr Dtlr-r'ro;l t-rf spOt prices ilrrd t-r-l'k.]t 1r, tr-.r:5

1. There a need for KPLC to harmonise the definition of all the key elements in the FSA fuel
price formula to achieve uniformity and make it easier to compare like for like in price
analysis fuel supply amongst the six lPPs.

2. KPLC also clearly define the process for stop gap procurement, price formula, mode
of and price and terms of evaluation by lPPs to engage with fuel suppliers in case
of an ncy spot purchase. Stop gap purchase is a purchase that needs to be as

as possible and be comparable with other purchases made under FSA formula

5.3.3 Application of lnternational benchmarks

This section
structure and
Average

i) to
ii) to

ln the
improvemenl i

ln the
These
levies.

fuel

results from a review of the fuel supply agreements including the pricing
of international benchmarks such as Platts, FOB, World Scale lndex, and

Rate Assessmentt. The objectives are twofold;

whether the correct indices were used in determining fuel prices,
if each element of the international benchmarks was applied correctly in the

subsections, each element of the fuel formula is examined to identify areas of
practices.

elements were for this report.

Findings on Benchmark lndices

All open te for HFO for IPP applied the FSA pricing formula as the basis for determining the
flnal tender The HFO pricing model as applied by all the lPPs uses international trade
market indices, Means of Platts, World Scale lndex and Average Freight Rate Assessment
and also appl the government taxes and levies. The formula also includes bidders' quoted rates
such as and overheads.

Whereas
parameters
in determining for HFO, all stakeholders in the FSA value chain such as the lPPs, KPLC,

lPPs are expected to have primary access to these indices to aid them in
during tendering and invoicing.

and Fuel suppli
making key

HFO formula, a number of variables apply for each HFO purchase as per the FSA.
include of Platts, Sea Freight, Premium, localtransport, overheads and Taxes and

, these variables maybe referred to as group variables. These variables or

of the international indices remain constant over defined period of the FSA,
as Platts change every day based on fuel trading. Since these indices are crucial

* Date IPP Supplier MT Unlt price Market
Price Tota! Buy

Total
Market
Price

Variance

'l Nov-20 Gulf power Ltd RH Devani 5't4.30 450.95 445.57 231,922.56 229,157.98 2,764.58

2 Feb-21 Gulf Power Ltd RH Devani 513.94 450.95 489.43 231,760.22 251,535.51 (1e,77s.30)

3 Apr-19 Triumph Power Ltd Gulf Energy s20.08 604.35 618.93 314,310.35 321,891.75 (7,581 .41)

4 Apr-19 Triumph Power Ltd Gulf Energy 518.92 604.35 618.93 313,609.30 321,173.80 (7,s64.50)

5 Apr-19 Triumph Power Ltd Gulf Energy 484.08 604.35 618.93 292,553.75 299,610.37 (7,056.62)

6 Jul-19 Triumph Power Ltd Gulf Energy 290.66 606.86 574.76 176,390.77 't67,058.86 9,331.92

7 Jul-19 Triumph Power Ltd Gulf Energy 130.38 606.86 574.76 79,122.41 74,936.81 4,185.60

8 Aug-19 Triumph Power Ltd Gulf Energy 468.46 606.86 568.15 284,291.88 266,153.64 't8,138.24

I Aug-19 Triumph Power Ltd Gulf Energy 78.22 606.86 568.15 47,468.82 44,440.37 3,028.45

10 Sep-19 Triumph Power Ltd Gulf Energy 208.64 606.86 561.39 126,615.88 1't7,128.71 9,487.17

11 Sep-19 Triumph Power Ltd Gulf Energy 209.24 606.86 561.39 126,979.99 117,465.54 9,5't4.45

Total 2,225,O25.92 2,210,553.U 14,472.58
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However, it
suppliers, I

regulator E
relied on i

suppliers. risk with such a source of crucial information is the possible use of the wrong data
to make key ns, an omission that could easily be exploited

The audit ished that lack of primary access to the key indices limited the ability of the lPPs
and KPLC to
applied. The

ndently verify the authenticity of prices in the invoices where such indices were
from lack of access to these key indices means the KPLC is limited in its oversight

role of the submitted invoices were correct.

KPLC and

established that all key parties in the purchase and sale of HFO ranging from fuel
and KPLC did not have access to primary sources of these indices. The fuel
only subscribed to these indices recently in January 2021. These stakeholders
submitted by the fuel suppliers, who in turn obtained them from internationalfuel

need to subscribe to the intemational pricing indices so that they have access to
of the data needed to verify prices of HFO charged by fuel suppliers and use the

indices are market driven and influenced by daily market forces of demand and
used for HFO pricing is defined as the mean of Platts for five trading days around

date for the specific cargo that is sold to an lPP. At the tendering stage, a common
is provided for comparison of bid prices

invoices presented to the six lPPs for supplies between July 2018 and Jun 2021
to pick out the MOP as invoiced. The market Means of Platts (MOP) obtained from

ption for the relevant period were also tabulated. The market Mean of Platts was
the invoice Means of Platts used by the ffuel suppliers for HFO cargos shipped to
July 2018 to June 2021 as shown in Figure 5. Save for a few minor values, there

20tn 20te t0:0
Ycrr and Month

-MoP_ln\.oicc -IloP-Ma{icr

202 I

same for of Fuel invoices to lPPs

5.3.4 Means of Platts Findings

As noted , Platts is one of the key international indices for buying fuel on the international

pnmary

fuelmarket.
supply. The
the bill of lad
bill of lading

Allthe199
were ana
the EPRA
compared
lPPs

Frgure 5: Mark

was no sign
invoices and

difference between the market means of Platt and those used in the supplier
the trend curves for MOP invoice and MOP market prices overlap perfectly

The MOP the lowest in September2020 during the Covid period at US$95.819 per MT
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t Means of [)latt ve,-sLrs rates used in supplier invoices

Across the from the financial year ended June 2018 lo 2021, a clear pattern in trends
reflected the i pact of international events on the Platts quoted on the prices in the HFO market
in the Arab G
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Across the lPPs, the average Means of Platt over the four-year period averaged US$351, the
highest in 2018 at US$392 (see Figure 6). The lowest Means of Plattwas in2020 at US$256

the Covid-19 that reduced economic activity and lower demand for fuel worldwide.mainly due

3U 377

256

20 l8 2019 2020 2021
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Frqure 6. i\1.r.r, :, of Platts ovr:r a four-year pertod

The Means Platts were compared across the six lPPs; the results are presented in Figure 7
The Gulf Company Ltd had the highest Means of Platts at US$390 while Rabai Power had
the lowest at 5$333. These differences had an effect on the difference in prices across lPPs.
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Figure 7. Means Platts applied by each IPP over the three- year period 2018 to 2021

The Means of were analysed by month as illustrated in Figure 8 showing the variations
month on following the market trends. To observe the calendar year (January to December)
cyclic trends, data was analysed over four years (January 2018 to Dec 2021) whih period
covered 6 before and 6 months after the Audit period. Over the four year period, the

Th ika Tr iun ph

lndependent Power Producrr
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average of Platt were lowest in January at US$326 per MT and the highest in July and
November US$371 perMT

It appeared
the audit

2018 al
had the h

January, May, September and December were the best months of the year over
to access lower Means of Platt in fuel prices. The findings are limited to four years.

Frqui a ii. P1e.tn

The same analysis could be done over a 12-year period to determine the best months to
arTange ries for lowest MOP, policy formulation, and oversight.

of Platt by montlr 20 irl lo 2021

based on a sample of 255 supplier invoices concluded between 2018 and 2021,
the Means of used were the same as those in market Means of Platts reviewed for this report.
The review revealed differences in means over the years, with the highest indices being in

per MT and the lowest in2020 at US$256 per MT. The Gulf Power Company Ltd
Means of Platts at US$390 while Rabai Power had the lowest at US$333. Over

the four year
the highest in

, the average Means of Platt were lowest in January at US$326 per MT and
and November at US$371 per MT. Given the high MOP for Gulf, this affected

its dispatch triggered the need for use of LIFO and the Gazette Notice 2826 of 19th April 2016

The MOP tre show market prices tend to be lower in December to January, May and
September the period of study. The lPPs should target to place their orders around these
months. Higher OP prices were observed to be around the February to April, June to July and
Octoberto periods which should be avoided where possible for placement of fuel orders
by the lPPs.

5.3.5 Premiums Findings

Premium is the element for fuel suppliers in the HFO price formula, which remains constant
over the duration the FSA. lt is one of the most competitive price-influencing elements that could
tip the winner in

To study annual

bidding.

monthly cyclic trends over the audit period, the data for bidder premiums for
the period of J ry 2018 to December2021 has been analysed as it enveloped the audit period
of July 2018 to 2021. The average premiums charged to the IPP were compared over a
period of four as shown in Table 75. Gulf Power Ltd paid the highest premiums to suppliers
at an average of per MT. The highest portion of this amount was incurred in 2021 when the
IPP paid an

Private and

of US$104 per MT to Vivo Energy Ltd
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period, the average premium paid was US$58 per MT; the highest was in 202'1,
by higher premiums of US$104 paid by Gulf Powerto Vivo Energy and US$106

i Power to Dalbit as well as US$95 per MT paid by Thika Power in2021to RH Devani

Table 15. Br

August

Overthe
largely
paid by

As shown in
average over

r l)ra,rrrunrs by sLrpplrer arn(, )i(:.1;

The rate for um applied for each invoice is fixed as per FSA signed between lPPs and fuel
suppliers ng from each tender concluded by each IPP with the respective supplier. An analysis

PP, year, month, and supplier and the results are presented in this section.was done by

Analysis by the lPPs

The rate for iums charged to each IPP were analyzed over the four-year period. The results
show a difference in premiums charged across the lPPs3e

9, Rabai Power was charged the highest premiums of US$71 per MT on
period while lberafrica had the lowest premiums charged of US$39 per MT. The

high prem to Rabai Power were from Dalbit Petroleum that signed the FSA on 18 August
2020. The low iums charged to lberafrica were Gulf Energy for the FSA signed on 13 October
2015, which
agreement.

extended by an addendum of 14 July 2017 with the same terms as the original

Frgure 9. Average

,, F (5, 183) =14,

Year
Average!PP 2018 2019 2020 2021

68Gulf 56 56 56 104
Tsavo 49 56 56 49 53

45 45 106 60Rabai 45
42 42 40lberafrica 37 37
72 95 64Thika 45 45

86 63Triumph 40 40 86
58Averaqe 45 47 59 80
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By Year

The were compared over the four-year period and found a significant difference by year
As Figure'1 shows, the average premiums were relatively low in 2018 and 2019 but increased to
US$67 in and US$81 in 2021. The high premium rates in 2020 were driven by high rate of
US$85 and
charged to

Notably, at

US$84 at Triumph Power and Thika Power respectively.For 2021the high rates were
Power at 106.19 and Gulf Power at US$104.

time when the global demand for fuel was low and intemational prices were low due
to COVID- in 2020 and 2021, that was the period the suppliers compensated with increased
premium

Fttlrir'.. 1 Ll rums charqed over the fo,r tr,.1r- perroii 2f)18 t<t 2021, N=189

By Month

The of premiums by month shown in Figure 11 shows the highest average premiums
paid in at US$ 66 per MT and the lowest in April at US$49 per MT. As noted earlier, the
Means of
premiums
associated

were lowest during the months of January, May, September, and December. The
inversely conelated with the Means of Platts: Lower Means of Platt were

higher premiums charged by the suppliers. The premiums were usually set as an
absolute per MT in the FSA, which does not change even if the FOB prices reduce over
time. A lity should be explored where the premiums are charged as a percentage of the
Means of
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By Supplier

An analysis the premiums charged byeach supplieracross lPPs is shown in Figure 12.The
highest averaging US$ 106 were charged by Dalbit Petroleum to Rabai Power in 2020
and 2021.
per MT in

second highest premiums were charged by Vivo Energy to Gulf Power at US$104

The data also s that Gulf Energy charged higher premiums to Gulf Power (US$56 per MT)
compared to
profit motive
criteria used i

the US$45 charged to other lPPs irrespective of the year under review. This
into perspective issues about conflict of interest and lack of effective eligibility

the evaluation of bids from related firms

Moreover, RH ni had very high premiums for Thika Power (US$95 per MT) and Triumph,
which were what it charged Tsavo Power

Frgure 12. Avera prlmrums by supplrer to each IPP, N= 189

6l

\lr,rrtlr

66
64

59 58
55

53

49 48

62 6l

ll0
100

90

80

,. 70
D

3eo
E50
3
Elo
A.

-10

20

l0

Rabai

Dalbit

Gult'

RH Dcvani

l&
95

86

56
52

49
45

40 39

Rahai Thika Triumph Tsavo Gulf

Vivo
Erergr

Thika Triunrph lberaliica

Gul f Emrly



O

o

o

a

o

a

o

o

o

o

o

a

Private and Co 80

Kenya and Lighting Company PLC
Report on Procurement and Use of Heavy Fuel Oils

The wide n the premium objective to lPPs shows that there is room to improve the
of the tendering process to result in a more effective competitive bidding that
in a narrow band.

Forensic Aud
August 2022

competitive
yields prem

ln summary,
was in 2021,
and US$106
to RH
lberafrica

with

relatively low in 2018 and 2019 but increased to US$67 in2O2O and US$81 in2021. The high
premium were driven by high charges to Triumph Power, Thika Power and Rabai Power. By

noted that Dalbit Petroleum and Vivo Energy had the highest premiums of US$106supplier, it
and US$104
obtain better

invoiced to Rabai Power and Gulf Energy respectively. The KPLC may
ue for money through effective bidding.

the four-year period, the average premium paid was US$58 per MT;the highest
ly occasioned by higher premiums of US$104 paid by Gulf Powerto Vivo Energy
by Rabai Power to Dalbit as well as US$95 per MT paid by Thika Power in2021

Rabai Power was charged the highest premiums of US$71 over the period while
the lowest premiums charged of US$37 per MT. The average premiums were

re mechanisms for improving the competitive structure of the tendering process to
bidding with quotes for premiums e.g. putting more volume for tenders

that have a shorter lifespan by combining cargos for a number of lPPs in one

KPLC to
result in
for HFO
tender.

more
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Sea Freight Costs Findings

Sea Freig is the amount charged by shippers for delivery of HFO from the port of loading,
normally in Arab Gulf, to Mombasa quoted as USD/MT and remains constant for the duration
of the For each FSA, the sea freight computation utilises the World Scale lndex, Average
Freight Assessment, and basis rate to determine the rate in USD/MT. These indices were
not subscri to by lPPs, KPLC and fuel suppliers. Therefore, the quoted prices were not verified

data by these stakeholders. There is need for KPLC and EPRA to subscribe to
for use in the functions of policy formulation and oversight.

Freight is a rate between fuel traders and their shippers for the FSA contract period. ln
ns that follow, we examine the variability in sea-freight based on year, month, and

IPP for sources of savings. To study annual and monthly ryclic trends over the audit
for freight charges for the period of January 2018 to December 2021 has beenperiod, the

analysed it enveloped the audit period of July 2018 to June 2021.8y Month and Year

A time data of the sea freight per month shows great variability in prices in the four-year
period (see
June 2020

13). From a low of US$6 per MT in May 2021 to a high of US$54 per MT in
the height of Covid-19 lockdowns. The avenues for lower freight charges to be

explored i having a flexible rate quoted by each shipment so that the freight rate is
realistically nelated to the market fuel price at the time of shipping and demand and supply of
shipping

Figure 13. Sea ht rates by month ovtr a four-year period

By IPP

A compa analysis of the sea-freight for each IPP are shown in Figure 14. lberafica Power
faced the hig sea freight charges at US$41 per MT while Rabai Power had the lowest rates at
US$14 per

Private and
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Figure 14. Sea

By Supplier

The sea-freig charged by each HFO supplier werc reviewed for this report. The objective was
to understand freight rates differentiation strategy by each supplier to each lPP. As illustrated
tn Figure 15, ulf Energy as HFO supplier charged the highest sea-freight rates when suppling to

freight rates by IPP over a four-year perrod

compared with the under US$45 charged to other lPPs. Likewise, RH Devani
sea-freight rates to lberafrica Power than other lPPs. Clearly each supplier has a

for charying sea-freight charges to the different lPPs. The lowest sea-freight
Dalbit Petroleum to Rabai Power in2O2O and2021.

Figure 15. Averag
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To summa , the sea-freight rates charged by suppliers ranged from a low of US$6 per MT in
May 2021 a high of US$54 per MT in June 2O2O althe height of Covid-19 lockdowns. lberafrica

the highest sea freight charges at US$41 per MT while Rabai Power had the lowest
14 per MT. Gulf Energy as HFO supplier charged the highest sea-freight rates when

Power

suppling to
sea-freight

riumph Power compared with the under US$45 charged to other lPPs. The lowest
rges were by Dalbit Petroleum to Rabai Power in 2020 and 2021

The wide riability in rates quoted for freight by fuel suppliers ranging from 0 USD/MT to 54
USD/MT shows an opportunity to secure lower freight rates. This could be done by further
study and ploration of the influencing factors. This could include factors like increased common
volumes

rates at

red for shorter delivery periods like the case for white oils tenders which are
Ministry of Energy through the OTS framework in Kenya.undertaken

Localtra
product

5.3. Local Transport Costs Findings

rt cost is the amount charged by localtransporters, mainly using trucks to move HFO
Mombasa to the IPP plant. The transport rate in US$ per MT remains fixed for the

duration of FSA. The HFO suppliers usually organize the transport based on their own internal
which this audit did not delve into.procedures,

There are clear price bands: Tsavo Power and Rabai Power on one hand that are in Mombasa
and Kilifi with lower rates and Thika Power, Gulf Power, Triumph Power and lberafrica
Power, ly located in the greater Nairobi Region and attract higher rates. Here, we examine

nds over the four-year period and transport rates per lPP.the transport

By IPP

The tran were obtained from the FSA tenders and analyzed for this report. The transport
rates for each IPP were standardized by Kilometer from Mombasa to the respective
plants. For T Power the fuel is pumped directly from ocean vessel to the plant without the use
of trucks, he excluded in the analysis of fuel cost per km

The average costs charged to each IPP were analyzed and the results are shown in
Figure 16 Power had the highest local transport costs per Km, generally in line with the
rates to the lPPs located in the greater Nairobi area: lberafrica, Gulf, and Triumph. As

PPs based at the coast region had relatively lower local transport costs comparedexpected, the
with others.

irqur,_, I t.i. A',,t:r' rl 1i_r:.tl tt,tit:.i;1;1i I ..tl ; ;.r, :rl I ;lr'r lPP, N-51L)

45

40

35

E
{. to
5

Bo
820
e

ElsI
10

42

ThrIa lber iln(J

'll 40

35

R.bai

3:
Jsavo6dl Irirmph

lndep?ndcnt Pryer Prodwar



o

o

o

o

o

O

a

a

O

o

o

o

Private and

nsport costs per MT over a four-year period, N=540

84

Kenya and Lighting Company PLC
Forensic it Report on Procurement and Use of Heavy Fuel Oils

rates charged by each of the five suppliers were analyzed across lPPs. As
of the five sources of fuel, Gulf Energy charged the highest local transport

August

By Supp

The local
Figure 17

been declini

costs at r US$40 per MT. ln contrast, RH Devani charged about US$30 per MT for lPPs based
in greater bi region. lts rates were about US$10 per MT less than those charged by Gulf
Energy is need to obtain comparable localtransport rates in bid pricing.

Ilr,tnspor-l (i).,1r.; por MT by supplicr .rirrj ii'p, l\'l -'r.10

By Year

The transport rates charged over the four-year period were reviewed to understand any trends
over the (see Figure 18). Over the four-year period, the local transport costs per Km have

by a rate of US$0.5 per month from a high of US49 per MT in January 2018 to a
low of US$31 r MT in March 2021.The likely reasons for such decline that the initial high rates
charged for port attracted more entrants into the HFO transport sector resulting in a market
correction of charged by transporters. This reveals an opportunity to enhance competitive
bidding on related to local transport.

Figure 18. Local
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ln summary, ka Power had the highest localtransport costs per KM, generally in line with the
rates to the lPPs located in the greater Nairobi area. O the five sources of fuel, Gulf Energy
charged the
declined by

local transport costs over USfiO per MT. The local transport costs per KM
rate of US$0.5 per month from a high of US49 per MT in January 2018 to a low of

US$31 per
This clearly
allowing for

in March 2021 largely driven market forces of increased supply of transporters
that a proactive step by KPLC to unpack some of the cost elements and

tender can result in lower prices for unit cost of HFO

Since the revealed a rapid downward movement of localtransport costs within a short period
without KPLC intervention, KPLC needs to adopt a proactive approach of
of cost elements in the pricing formula, such as local transport, to ensure they are

of 36 mo
d
competitively for, to get best value. KPLC needs to drive the factors in the market for local
transportwh influence the level of pricing as opposed to being a spectating victim of the players.

5.3.8 Supplier Overheads Findings

Overheads is fuel cost element covering overheads, administration fees, import costs, inventory,
and storage

By Year

The analysis of overheads was done by lPP, supplier and year.

Figure 79 the supplier overheads declined by US$7.3 per year from a high of US$55 per
MT in 2018
in the Covid

a low of US$35 per MT in2021. The overheads were relatively low in their US$30s
rs2020 and2021

Figure 19, Fuel pplier overheads by year, N-396

By IPP

Gulf Power rged the highest rate for overheads averaging US$65 per MT while lberafrica had
the lowest at
power costs.

per MT over the four-year period. Higher overheads translate directly to higher
is need to design the competitive bidding process to ensure the quoted

overheads a
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Figure 20. Fuel

By Supplter

The rates by each supplier show Gulf Energy charging the highest at US$50 per MT
Vivo Energy and RH Devani at around US$30 per MT (see Figure 21). Competitivecompared

open bidding towards minimal overheads would yield rates that are competitive and
contribute to power rates.

Figure 21. Fuel pplier overheads supplier, N=396

It is also that the lPPs have either the procurement expertise, systems or even contracted
procurement bilities which could address concerns like the overheads and other costs that
could have challenged at the initial stages of design of HFO tender documents to identify
and eliminate hidden skewed costs, like overheads, which influence the overall unit prices in
the tenders for

supplier overheads by IPP, N=396
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1. Co open bidding geared towards minimal overheads would yield rates that are
and contribute to lower power rates.

2. lPPs acquire or contract the procurement expertise and systems which could address

stages
like the overheads and other costs that could have been challenged at the initial
design of HFO tender documents to identify and eliminate such hidden skewed costs,

like , which influence the overall unit prices in the tenders for HFO

5.3 Findings on Taxes and Levies

Taxes and are stipulated by the government, which sometimes vary from time to time. They
are a pass- h cost for which all the stakeholders are agents for collection and remitting the
same to the Table 16 summarizes the average taxes and levies over the four-year
period. l, the tax and levies excluding VAT averaged US$35.55 per MT, but slightly higher
in 2021 and in2O2O. The major increase in2021was IDF fee at US$13.5 per MT and
Railway Levy at US$8.2 per MT. The main reason for the shift was the overall
increase of to support railway infrastructure development and increased IDF fee.

r,t'.llc' I [,. ,'r'.', t' t,:r,'. .:rrii i,j\,,1' . iirr,i \ r'.!l llt)i l()(J

The taxes and were compared per the IPP as shown in Figure 22. Rabai Power reported
paying the taxes and levies at US$36 per MT while lberafrica had US$31 per MT. With
standardized and taxes, there should not be a difference in taxes across the lPPs

Year AverageTax or Levy
2018 2019 2020 2021

11.125IDF Fee 10.7 10.3 10.0 13.5
Wharfaqe 2.6 2.6 2.5 2.3 2.5

1.6 1.6 1.7 1.7 1.65Stevedoring
6.1 6.1 6.1 6.075Excise Duty 6.0
4.0 3.9 3.8 3.92sPetroleum Dr rvelopment Levy 4.0

7.275Railway Devr lopment Lew 7.3 7.1 6.5 8.2
Merchant Shi opinq Fee 0.3 0.3 0.3 0.3 0.3
lnspection Fe e 0.5 0.6 0.6 0.7 0.6
Ocean Losse , 2.6 2.1 1.6 2.1 2.1

Total 35.6 34.7 33.2 38.7 35.55
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Recomme

The of fuel recovery are pass through costs and KPLC needs to take a proactive
approach in nding their makeup and potential instances for reduction, given that taxes are
levied on the pass-through costs of HFO. The need to control the cost to the minimum
reasonable a greater impact on the absolute tax which is still a leading cost component to the
consumer, a of which could reduce the burden to the consumer.
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outages,
quality, secure and reliable power supply,

plants dispatch within declared/availed energy by KenGen
r dispatching of thermal generation based on their declared availability to meet

under commissioning tests.
energy correction towards the end of the month.

as required by NEMA on thermal plants to do quarterly emission tests

August

5.4 c Key Task (d) - Review the monthly economic merit order of dispatch,
d h plans, availability of all power plants, availed monthly energy from

and Geothermal plants, availability declarations and actual dispatch for
the one year

Findings
ln this cha
availability

, we reviewed the monthly economic merit order of dispatch, dispatch plans,
all power plants, and availed monthly energy from hydro and geothermal plants,

availability and actual dispatch for the last one year. The objective of analysing the
power d to determine whether it was canied in accordance with prudent operating practice.

Current P

The d of the power generating plants is centrally done at the National Control Centre (NCC).
Dispatch of is guided by a process that involves planning and actual operation of the
dispatch.
guide for
executed

ng the planning stage, a dispatch schedule is developed that is supposed to be a
I running of the system. There may be some deviation between the planned and

ule due to prevailing system and generator status at the actual time of executing
the d

There is National Control Centre (NCC) at Dandora that over-sees the network operations
nationwide
Lanet, and
distribution

six regional control centres that are located in Nairobi, Rabai, Kiganjo, Lessos,
Each of the regional control centres is responsible for their respective

The National ControlCentre (NCC) is responsible for:

Grid
network and dispatch of generation,

Network
Safety,

operation,

't.
2.

3.

4.

5.

6.

7.

8.

Faci
Faci

dispatch,
Rapid and restoration of supply

Planning P of Dispatch

The following the current practices in dispatch planning

to determine the demand to be met by looking at previous similar days
Must Plants: the base load units including small hydro plants, geothermal, wind, solar,

minimum generation.
r using variable energy cost starting with the least cost plants considering plants'

and

Dis
availability.
of generation out of merit order due to system voltage support, such as gas turbine

from Kenya at peak hours, grid constraints such as transmission equipment overload
or failu or planned maintenance, generating plant outages for planned and un-planned

(e) lnclude
security

the demand spinning capacity similar to biggest unit on bars to ensure system

(a)
(b)

(c)

(d)

(f)
(g)

(h)
(i)
(i)
(k)

Merit
decla

Main
Merit
demand
New
Hydro

Annual
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Actual of Dispatch

(a) Co cancellation of a planned outage on transmission or distribution system
(b) lnte nature of Variable Renewable Energy (VRE) sources, notably wind and solar
(c) | or decrease in demand due to various reasons such as holiday impact, intemational

like Olympics, restoration of a load that was out, major loss of load, change in

(f) Tie line to or from neighbour utilities, UETCL Uganda

not ava
of a major generator that had been out on breakdown or planned work which was

during planning

allow the
was since

Minimum T Dispatch

Through a Notice No. 2826 of 22 Apnl2016, EPRA approved a minimum dispatch per
plant to n the thermal plants in operable mode as recommended by the engine

The request to allow the thermal lPPs to maintain a minimum dispatch was as a
result of co low dispatch necessitated by the commissioning of the new 280 MW
geothermal plants at Olkaria in 2015. The average dispatch of the thermal lPPs drastically
reduced by 1 The purpose of maintaining minimum dispatch as lobbied by the lPPs, was to

(d) Major
(e) Major

(g) Resto

plants can ad
consumption

breakdown or blackout.
breakdown

to meet the manufacturer's engine maintenance requirement. This requirement
via a Gazette Notice No. 12306 of 12 November 2021

Power

The sources powergeneration can be classified as small hydro, geothermal, thermal(diesel and
gas turbines),
Table 17).

nd, solar and Uganda Electricity Transmission Company Limited imports (see

Power consum will vary during a 24-hour period arising from their activity levels. Due to this,
a decision is on the proportion of base load plants verses peaking plants.

Base load pl operate constantly at near full capacity and tend to have limited capacity to
operate at below capacity or are inefficient at those levels. As such the proportion of

in the grid is the constant power consumption in a 24-hour period. Peakingthese plants
to surges and declines in power demand efficiently and so are applied to power

the base load

Table 17. Classifrca ron of power sorrrces

1 include small hydro plants, geothermal, wind, solar, and
nimum generation. Plants that must run for technical and

The dams must maintain a minimum flow rate.
nts are on take or pay contracts which require KPLC to take

nts

r face deemed
2 charge payments and dispatched based

r variable costs considering that the capacity charges on
basis are sunk costs.

that have

3. Pure Base L< lPlanned to run continuously and which cannot be stored, such as

lqeothermal. wind, and solar.
ad

4 Peaking Plan' lPlants are required to meet the surges in demand to the two highet
hemand levels.

S

5 Hydro Power [-his has both peaking power or load-following and base power

lcharacteristics due to its (l) storage capacity (ii) speed of spinning up tc

lmeet demand can manage the sharp increases in power to the extenl
Jthere is sufficient capacity and hydroloqy.
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System itations

The followi are usually limitations in systems

a) Ins nt spinning reserve:
lability and reliability whilst the country has abundance of hydro this resource needs
res storage given the climatic conditions. Similarly, the country had abundant solar

and wind in certain parts of the country. These plants output needs to be matched
intra-day demand. Solar and wind plants have demonstrated periods of fluctuating

(High intermittency) on intra-day basis. As such wind and solar require the grid to
in spinning reserve (spare) capacity to cater for declines in output. Large hydros

to the stability of the grid by being a reliable provider of spinning reserve. Wind
generation increase the need for spinning reserye due to their intermittency (or

b)

inM
mix.

Based on this the country end up with a power generation installed capacity
a continual basis, the National Control Centre (NCC) issues dispatch orders to

d)

m

and
reliability).

mission equipment over-!oads-!ines & transformers (Kisumu-Muhoroni,
M i-Chemosit, Suswa-N/North, Lessos Transmitter stations: this has to do with the

lity -this particular point of the grid is from the generation sources the less stablegrid
the is in that area the localized solution is required hence the use of the thermal plant

to meet the power demand at that point in-time. As such, the overall power
mix" (measured" in KWh) varies continually and with it the weighted average

tariff

c) Poor Voltages in Western Kenya and Coast regions
The ombasa area HFO thermal lPPs (Tsavo and Rabai) and Muhoroni in Western Kenya
have rated at comparatively higher Load Factors, due to the need to provide voltage

to the local grid, given its distance from the main power generation areas of the
Forks dams, the RiftValley and Northem Kenya. The grid stability issues in Westem
has necessitated the continued use of the Muhoroni gas turbine. Considering the
plants have higher tariffs than the rest of the technologies on the grid this issue

to be resolved

ittency of Variable Renewable Energy (VRE):
Wind solar have low reliability i.e. intermittency due to their nature. There is always
high consumption which is occasioned by low available wind and solar output.

S

Private and 91
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The graph a shows the trend of the planned order of merit for the 6 respective lPPs under
audit. The line depicts a progressive descent in the merit order for the thermal lPPs which

preference throughout the years. This is due to the preference of renewable
like hydro, geothermal, solar and wind that have low marginal costs which

electricity costs for consumers. The baseload supply mix is relatively inexpensive
hence co the solar, wind, major and small hydro power plants but during peak demand, the
thermal come on hence referred to us peaking power plants.

therefore as it ensures that the consumers are protected from high costs of electricity

b)D plans and availability for all power plants

Dispatch

have seen
sources of
translate to

The basis of
generated at

Control Ce
power

The availed
highest level
of electricity

economic merit order is founded on the principle that electricity ought to be
lowest possible costs subject within operational and transmission limits. This is

are the forecasted electricity generation schedules shared to lPPs by the National
(NCC). This planned dispatch schedule shows the expected electrical output a

r is expected to generate the following day based on the country's demand. Across

to the total amount of energy available to the grid by the respective IPP if deemed
at that particular given time. The recommended availability for thermal lPPs is

all power , the planned dispatch translates to 86% of the actual dispatch. This means that
the dispatch is integral to the power planning of the country

Availability
to be at full
85% of its contracted capacity. The average availability for all power plants is approximately
50,000,000 whereas the six thermal lPPs under audit is 53,083,841 Kwh for the FY 2020 -
2021. This that the thermal lPPs have significant availability requirements as their average
surpasses the average yet their dispatch is dismal at 17% for the FY 2020 - 2021

c) monthly energy from hydro and geothermal plants

energy from hydro and geothermal power plants is significant and has the
dispatch. From our review of the data collected, we established that the dispatch

m the two generation sources, i.e., hydro and geothermal is approximately at640/o
andTSYI re ly of the monthly availability. Further a review of the planned vs actual dispatch
revealed that , 95o/o of the planned dispatch is achieved for geothermal and 1o1o/o for
hydro power p

As part of our , we also performed a comparative analysis of the energy generated from
Hydro and I power plants with the independent HFO thermal power plants. This
analysis that the power generated from hydro and geothermal energy sources averaged
at 34o/o and respectively of the total gross energy generated. The privately owned HFO

nts constitute an average 5% cumulatively.thermalpower

Jul-20 37Y" 44o/o 5o/o

Aug-20 360/o 43o/o 60/o

Sep-20 360/o 39% 7Yo

46% 60/oOct-20 31Yo

Nov-20 38o/o 4Oo/o 4%
Dec-20 39o/o 39o/o 50h

Jan-21 32o/o 460/o 5o/o

Feb-21 3Oo/o 45o/o 60/

MONTH TOTALHYDRO TOTALGEOTHERMAL TOTALHFOTHERMAL
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Note: The Thermal Plan* relate to the 6 IPPs referred to in this report and exclude KENGEN owned Kipevu Dbsel
Power (KDP) 3.

2020-202L
5A/o

45o/o

4G/o

i5o/o

3A/o

2s%o

2U/o

15%
7ff/o

5o/o

OYo

Jul Aug-2O Sep-20 Oct-2O Nov-2O Dec-2O Jan-21 Feb-21 Mar-2 1 Apr-21 May-21 Jutr-21

oTAL HYDRO 

-TOTAL 

GEOTHERMAL 

-TOTAL 

HFO THERMAL (5 lPPs)

i,rirle, 19: Pe

',;-r, ,.1'l : .>t :rl

r:ntage of pr]wer Llen€lratton by s()urce

+r..tl ri,ttit rl ;'r\',' ,, /t.t ra, .r, ;t l.';,'r :,()Lt'r,l

Review of availabilaty declarations, and actual dispatch for the last one year

d) of Availability declarations

Monthly ava
as well as a

lity declarations are signed by the independent power plant's (lPP) representative
representative on site to ensure transparency and conformity

The cumu
the period

average of availability declarations for the 6 power plants is 55,767,'198 Kwh for

was significa
review. This therefore constitutes to 69% of its total capacity. We noted that this

below the recommended availability of 85%. Specifically, Tsavo Power's
availability
Triumph and
review.

However, being available, the average level of dispatch across the six (6) HFO lPPs is
approximately 4%; Tsavo Power al260/o, Rabai Power al33o/o, lberafrica Power 10%, Thika

66%, Rabai Power 65% availability, lberafrica Power 69%, Thika Power 72o/o while
ulf Power were at 68% and 72o/o availability respectively over the three years of

le Triumph and Gulf Power were at 3o/o and 4% respectively over the three yearsPower 11o/o

under audit

This means whereas the dispatch from the thermal lPPs is significantly low, the lPPs
availability ins at par of which failure to adhere to attracts surcharges. This is due to the
capacity made to the lPPs for their availability which requires that the thermal lPPs be
available to K C at a certain percentage as per their contracted capacity stipulated in the PPA.

conduct a contracted capacity test to ensure strict adherence which acts as anAnnually, KPL
oversight

Mar-21 29o/o 44Yo 304

3o/oApr-21 31o/o 43o/o

May-21 360h 38% 7o/o

Jun-21 28% 37% 7o/o

Private and Co

and to which, failure of the test subjects the IPP to huge penalties

95
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e)

The actual
IPP
source ts

The cou
rs green
Geothermal,
of its natural

During our
inconsistent
exception of

@

and Lighting Company PLC
it Report on Procurement and Use of Heavy Fuel Oils

of actual dispatch for the last one year

patch refers to the electrical output or the total electricity generated to the grid by an
the last year, that is FY 2020 - 2021, the total electricity generated per generation
shown in the table below:

generation mix is as shown below. Over 90% of the totalelectricity generated
This therefore means that it is generated from renewable sources that is

ro, Wind and Solar. This has been enabled due to the country, taking advantage
to enhance a more sustainable environment.

Generation Mix

TOTAL HYDRO

TTOTAL GEOTHERMAL

TTOTAL FUEL THERMAL

TTOTAL BIOGAS

TTOTAL SOLAR

TTOTAL WIND

r IMPORT FROM UETCL

:r,, iir' .lrt. l'li'a,l i .,it ,, r )rl l,,,r..r,jit.j I ii)t, I ., I lir.'il -),).'1

it, we determined that the HFO Thermal Power plants, have experienced
d in the last year as demonstrated by the data below. However, this is with the

Power Ltd which has seen its dispatch nearly doubled since the start of the FY
2020t2021.Thi even prior to the decommissioning of Tsavo Power

IPP
IMPORT
FROM
UETCL

TOTAL
HYDRO

TOTAL
GEOTHER
MAL

TOTAL
THERMAL

TOTAL
BIOGAS

TOTAL
SOLAR

TOTAL
WlND

Jul-20 12_165.250 360,718,289 432,364,013 55,358,398 3.121 6.824.150 110.433.755
Aug-20 13.221.168 355.377.691 425,808,674 68.873.793 12.406 6.782.562 1 17.675.953
Sep-20 13.265.592 354.217.886 380.757.826 85.444.885 6.733 6.802.640 1 39,792,450
Oct-20 11.516.454 359.982.156 425.752.497 72.124.564 11.321 7,894,440 117.405.547
Nov-20 10.015.996 382.481.998 396.251.288 53.903.327 32,235 7,591,290 149.018.249
Dec-20 't 0.090.795 386.325.096 379.218.6't1 69,407,1 13 26,365 6,868.395 1 30.756.126
Jan-21 15,827,986 325,933,1 84 464,690,443 69.080.203 29.087 7.491.592 137.7"t3.803
Feb-21 19,041,631 282.371.079 422.046.087 101.173.727 43.422 6.815.945 109.973.302
Mar-21 22,O74,594 304.041 ,089 460,739,591 57.277.885 33.890 7.761.066 200.o44.482
Apr-21 14.361.251 294.377.822 409.471.358 52.669.214 56.108 7,296,330 162,000,1 10

May-21 23.582.882 368.1 36.31 2 384.296.690 't 08.953.073 38,816 7,557,553 131.127.315
Jun-2'l 22.959.340 308.273.503 392,892,789 79.334.752 37.262 6.690.661 187.423.496

20/o'.L4o/o

Lo/o

7o/o
Oo/o

42o/o
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Month T
K

iavo
uH

Rabai
KwH

lber
KwH

Thika
KwH

Triumph
KwH

Gulf
KwH

TOTAL
KwH

Jul-20 7,802,100 25,308.000 4.'t 18.900 4,986,500 601.800 't.793.848 148
Aus.20 14.505.100 28.638.O00 3.460.000 4.234.100 770,400 1.346.704 52.954.3t14

Sep-20 21,707,000 26,074.000 11.574.560 7,094,200 2.193.1 00 1,348,712 69.991.572
Oct-20 21.948.800 20,491,000 5.424.670 8,1 18,300 1 ,387,100 1.860.120
Nov-20 13.51 1.400 16.663.000 4,611 .990 6.344.800 1,151 ,200 2.393.720

'14.676.110
D6c-20 18,367.000 21.037.000 3,602,7't0 7.612.300 2.090.900 2,391.472 55.101.382
Jan-21 14.173.600 19,334.000 2.769.700 7,370,500 825.500 1.965.144
Fab-2'l 25.469.300 11.532.000 2.458.230 4.603.900 8.421.400 3,739.920 56.221.7sO
Mar-21 23,018,500 5.215.000 1.413.270 2,069,800 1.144.100 848.384 33.709.0s4
Aot-21 5.294.'t00 5,s10,000 1.028.790 8.503.100 766,700 1 .178.888 22,281,578
Mav-21 5,326,900 41.292.OOO 2,563,190 23.727.300 2.195.900 1.060,928 76.166.218
Jun-21 12.058.900 44.590.000 1.999.270 8.492_800 742.500 7U.3s2 98,617.822
TOTAL 83.182.700 265.684.000 45.025.280 93.157.600 22.290.600 20.662.'tS2 630.002.372
Averaoe 15,26s,225 22.140.333 3.752.107 7.763.133 1.857.550 1,721,U5 8.750.033

Kenya and Lighting Company PLC
Forensic Report on Procurement and Use of Heavy Fuel Oils
August

I.ri;1,:21: M

:-rqirrl,-16: Gr.r

Tsavo Rabai

hl,;'Nlct i 1,, t I illrtit!l DCr IP[) r'r Kr.;lr

TOTAL NEO FOR HFO tpps FOR Fy 2O2O/2O2|

3Y
.s

f
o
6
.9

-9

oz

2 000.00

m0.m

m0.00

00

.00

1

1

lber Thika Triumph Gulf

IPP

_TOTAT 

-AVERAGE
tC.ll rc,!;.'.,r,ri lt r;: lf If 1r irt:tl tuFO 1t,,'r'll]P l{): f-rY jt).1(r,.,r).)

The average
8,750,032.94
Tsavo (which

dispatch of the HFO Thermal Power plants in the Fy 202Ot2021 is
According to the data gathered, all the lPPs with the exception of Rabai and

currently decommissioned) fall below this average. This further informs that out of
the total generated by the HFO lPPs, Rabaigenerates 42o/o and Tsavo 2g% approximately
Thika Power all5%,lberafrica 7%, while Triumph Powerand Gulf Power have a proportion
4o/o and 3Y" of
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1. The of the merit order running for the lPPs to be enhanced to weekly or daily, as
there likely savings since NCC dispatches plants on the basis of a merit order that is

to deliver the lowest cost tariff.
2. KPLC rough NCC, keep a clear log of the out of merit order dispatch for such incidences for

audit The analysis would detailthe percentage of power dispatched to the system
out of and easily identifo gaps to be addressed
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5.5 c Key Task (e) - lnvestigate tlre circumstances that led to the issuance of
the Notice 2826 of 19th Apri! 2016 and determine if the arrangement
s be continued.

Findings

On 10 ber 2014, KenGen commissioned 280MW of geothermal power from Olkaria
comprising 140MW Olkaria lV and the Olkaria I units 4 and 5 each with a capacity of 70MW. At
the time, the had been heavily reliant on hydro power which was intermittent and required
support at
4 lPPs na
ln the same
power to the
the grid. The
at a time
geothermal
the dispatch
dated 28

Following
fuel suppl
incuned in

requirement for maintenance of security stocks while the dispatch was very low
nt that a lot of working capital was unnecessarily tied up;

of the lPPs such as Gulf Power had purchased HFO when the market prices were
high and due to the decline in prices, they could not be dispatched since they were
low in the merit order; and

ilt dispatch was a risk to the operations of the power plants as the engines needed to
be running for a minimum number of hours per week to prevent major damage in

with manufacturer requi rements

KPLC havi considered the issues raised and in support of the lPPs case, referred the matter to
ERC, to make a determination in a letter dated 27 March 2015. ERC convened
the lPPs where the above concerns were discussed. Thereafter, the ERC board met

the
meetings
and decided grant concessions to the lPPs through Gazette Notice 2826 of 19th April 2016s
stipulating follows:

a) the lPPs were no longer required to maintain minimum security stock as required in
the A;and

b) KPLC to allow minimum dispatch for the plants to meet manufacturer requirements.

demand from the medium speed diesel (MSD) power plants held by KenGen and
lberafrica, Rabai Power, Tsavo Power and Thika Power (commissioned in 20'13).

Gulf Power was commissioned to deliver an additional 80.32MW of thermal
rid. Triumph Power was also commissioned in 2015 adding an additional 83MW to

missioning of the 280MW plants led to a decrease in demand for thermal power
new thermal plants were being commissioned. Prior to the commissioning of the

nts, thermal power plants were being dispatched on average al33%. Thereafter,
fellto below 12o/o. Consequently, the lPPs separately and jointly (through a letter
20154) wrote to KPLC and ERC with the following concerns:

issuance of the Gazette Notice, ERC also considered issues raised by two of the
to the lPPs namely Gulf Energy and Vivo Kenya pertaining to losses they had
form of additionalfuel storage and financing costs. The two suppliers were supplying

HFO to the ng power plants:

a Annexure 4
s Annexure 1

from the IPPs to ERC dated 28 August 2016
of Gazette Notice 2826 of 19 April 2016

Gulf Energy

r' Guff Power,/ Triumph Power./ KenGen Kipevu lll
/ Thika Power

Fuel Supplier Power Plant
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Table 22: Li of fuel suppliers that raised issues due to losses following gazette notice 2826

Gulf
pertaining
seen it hold
October 201

in a letter dated 5h July 2016, sought compensation of USD 7,324,470 for losses
additional storage and financing costs occasioned by the low dispatch which had

estimated for 60 days coverage for over 360 days. ERC formed a team on 26r'
to review Gulfs claim following which the claim from Vivo Kenya was received. The

totalclaim the two suppliers is as summarised below:

Table 23. Lt : ,r', ,,, ,ti,i)ir (lLtLt tl.r (llril [:rr,-'f!v .:t.C VI,,,O [:r]a,'r1,,

ln a special
team and a
costs were

of the Commission dated 2Eh June 20176, ERC reviewed the report from the
the above claim from Gulf Energy and Vivo Kenya for USD 9,745,775.50. The

from consumerc from 1 July 2017

ln addition to above concessions and compensation, ERC in a letter dated 7 October 20167
to Gulf Power to allow for change of accounting method forfuel stocks from Firstgranted a

ln First Out (F FO) to Last ln First Out (LIFO). This allowed for the IPP to be dispatched and to
gradually de the expensive 2015 stocks it was holding while allowing electricity consumers to
enjoy the
Power
2021.

6 Annexure 2:
7 Annexure 5:

ct Minutes of ERC special meeting on 28 June 2017

fuel prices in the subsequent years without adjustment to the fuel cost charge. Gulf
to FIFO method of accounting after fully depleting the expensive 2015 stocks in

Vivo
/ Tsavo Power
/ KenGen Kipevu I

3.038.559.66Extra stora( e costs
Additionalfi rance interest charges 1,770,000.00
Additionalfc rex losses 2,221,687.00

1,265,734.00

7 66Sub Total

Difference ir pricing (import minus actual) - Tsavo Power
Difference ir pricing (import minus actual) - KenGen Kipevu 1 1,449,794.U
Sub Total 2,715,728.U
TOTAL 9,745,975.50

Fuel Supp lier Power Plant

VIVO KENY/\ LIMITED cosrs (usD)

GULF ENEFIGY LIMITED cosTS (usD)
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Data

To ascertai the assertion by the lPPs, EPRA and KPLC that the Gazette Notice was issued due
to low d
rates and

levels and high levels of stockholding, we performed an analysis of the dispatch
levels in the period January 2014- April2016 as follows.

Dispatch levels per IPP in KWH

...IBERAFRICA .{ETHIKA POWER .+.TSAVO

.{bOLKARIA4 +OLKARIA 1AU +RABAI POWER

<-GULF POWER .{ETRIUMPH POWER

120 ,000

100 000
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= €'a"8 i t E P E +gg 

= Pa"8 i $ $ ;p $ F

12,000

10,000

8,000

6,000.00

4,000.00

2,000.00

FrgLrre 28, S

From our
levels for the
plants. We also
other thermal lP

Stock levels per lPP in MT

gQrJlf p6$/s1 rrrlfyiurnph Power+-Thika Power

-+-lberafrica ..a-Rabai Power .#Tsavo Power

ock ler,'els per power plant J.rn 20i,1- Aprrl 2016

of the data above, we confirmed that there was a significant dip in the dispatch
power plants following the commissioning of the 280MW Olkaria geothermal

ined that with the exception of Thika Power and Triumph Power, all the
had stockholding above the minimum threshold of 4,500MT. We did not verifu

---:-?
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whether recovered liquidated damages from Triumph Power and Thika Power for
below the security stock of 4,500MT as this was outside our scope period

o findings on the Gazette Notice 2826 o12016

From the , we ascertained that there was merit in the issuance of the Gazette Notice
2826 of 20
noted that
aimed at
g
considered
there

6 since the dispatch levels for the thermal plants were significantly low. However, we
lPPs are paid a capacity charge whether or not they are dispatched which is
that they recover their capital and operational costs when cheaper and/or

power is available. We opine that in the event that KPLC and ERC/EPRA
meliorating the setbacks faced by the thermal power plants due to the low dispatch,
have been a coresponding review of the capacity charges to allow for the consumer

Gazette Notice of 2016.

to benefit the accruing concessions made to the lPPs since the same were not safeguarded
by the We reviewed the impact of the 2016 Gazette Notice and noted that the lPPs enjoyed
significant in working capital and attendant financial costs, all of which are benefits that
were not
following

to the @nsumer. Below are the estimated savings per IPP on working capital

Ta5lc 24: \'/r; |rci :ai;rtai t.', 1'r!ls Der IPP fi-onr Aprrl .l0lr tO L)ec 2021

Rabai and Tsavo Power maintained security stocks of above 4,500MT in the entire period
and did not from the concessions

The ToR red us to assess whether the concessions granted under the Gazette Notice 2826
of 2016
thermal
unavailability
maintenance

sustainable. To achieve this, we sought to conduct an analysis of the availability of
r for dispatch against actual dispatch to establish whether there were instances of
of power plants due to lack of HFO afler the requirement for security stocks

removed vide the Gazette Notice. However, we did not receive adequate data
from KPLC allow us to conduct this analysis since the utility does not maintain detailed data on
power plant We have included this in our limitation of scope. Nevertheless, we were
able to pe a limited review of availability versus actual dispatch as shown in the table below:

Gulf Power 57,859.82 53,433.20 4,426.62 3,262,183.59
Triumph Po, tef 48,506.18 44,289.22 4,216.96 1,753,698.13

Thika Powe 146,300.76 142,809.55 3,491.21 1,526,952.19

lberafrica
Power

153,229.56 149,317.92 3,911.64 1,770,424.77

TOTAL 405,896.32 389,849.89 16,046.43 8,313,258.68

Minimum
stockholding
requirement April
2016 to Dec 2021
(MT)

Actual
stockholding from
April 2016 to Dec
2021 (MT)

Estimated
working capital
released (USD)

IPP name
Variance
(MT)
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Availability vs Actual Dispatch in KWH
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Our findings the compensation of Gulf Energy and Vivo Kenya

To ascertain veracity of the claims from Gulf Energy and Vivo Kenya, we sought for the
from the fuel suppliers and the reporUpaperfrom the team tasked with reviewing

the claims by As at the date of this report, we had not received these conespondences to
enable us to nduct an independent assessment of the validity of the amounts claimed. We have
therefore incl this as a limitation of scope in our report.

On 10 2016, ERC wrote to the Attorney General's office seeking a legal opinion on the
following:

the Commission had a mandate to adjudicate on the matter between the fuel
and lPPs where they had a signed fuel supply agreement that prescribed
and litigation as the applicable dispute resolution mechanisms; and

2 the Commission had powers to grant remedies for losses claimed by Gulf Energy
which be passed to electricity consumers who are outside the contractual

p between the fuel supplier and lPPs

The AG's wrote back on 30 November and stated as follows:
a. Under

Comm
raph 13 of the opinion, it was the considered view of the AG's office that the

1

, we noted that there were no major instances of unavailability of the power plants
of their ability to effectively manage their stock requirements against demand.

on lacked jurisdiction to entertain a dispute between Gulf Energy and the IPP's
signed fuel supply agreements provided for arbitration and expert adjudication

O

o

as dispute resolution mechanisms between the two entities. Further, for the
Comm to be involved, both parties would have to mutually consent to dispense with
the bed dispute resolution mechanism and submit to the Commission's jurisdiction
We did not obtain any evidence during our review that there was such a mutualagreement

b. Under
to the ERC.

ragraph 16 of the opinion, the Commission was made cognizant of its duties of
SU

protection as prescribed under Article 46 of the Constitution and Section 5 of
the Act Cap 314. Therefore, it needed to balance the interests of consumers with
those other stakeholders using principals of justice and guided by the facts of the case,
the law

a

Private and

and evidence.
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ranted all the benefits that had been claimed by the fuel supplier without due regard
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Based on
matter as

team tasked
conclude on
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to the cons plight.

From a cu reading of the clauses of the FSAs signed between the two suppliers and the lPPs,
we noted below recurring clauses pertaining to the subject matter:

Esfmates Future Fuel Requirements

"The shall consult from time to time to develop esfimates of future requirements of fuel for
the power
amount of
during the

with the goal of providing the supplier with the best available estimates of the
which the Purchaser is likely to require to be delivered through the Delivery Point

month. Notwithstanding the foregoing, the Parties acknowledge that such
esfimafes the part of the Purchaser shall in no way be deemed a wananty by the purchaser of

under this Agreement and will in no way be binding."

Notification Weekly Fuel Requirements

"Subject to clause above and starting after the lnitial Operations Date, the Purchaser shall,
before 1400 (local Kenyan time) of each Thursday, provide the Supplier with a firm order to
purchase quantity of fuel as required by the Power Plant for power generation during the
comtng (the "Fuel Requirements Ordef). Such ordershall specify the required delivery dates
(each of days, a "Required Delivery Date") within the Required Delivery Week. The Fuel

Order shall be based on the weekly dispatch instructions schedule of the Power
Plant for the Delivery Week",

The clauses stipulate that KPLC and the IPP are to provide estimates to guide future fuel
requirements such requirements are to be pegged on the dispatch levels in the Power Plant
ln addition, clauses imply that there is no guaranteed fuel quota for the fuel supplier and
therefore it is that they would be prudent in the ordering and management of their HFO
inventory on this, we did not find merit in the claims by Gulf Energy and Vivo Kenya since

risks for stocks are only transferred to the IPP upon delivery and acceptance atresponsibility
the power pla Compensating the suppliers for stocks whose risks had not been transferred to
the IPP wo be outside the ambit of the FSA which is the primary legal document guiding the
relationship the IPP and the supplier. However, in the absence of the report of the ERC

reviewing the merit of the claims made by the suppliers, we were unable to
validity of the compensation paid to Gulf Energy and Vivo Kenya

Our findings the change of stock accounting method from FIFO to LIFO for Gulf Power

Gulf Power commissioned in December 2014 which was after the 280MW Olkaria geothermal
plants were to the grid. This meant that at the time of commissioning, the demand for

KPLC was at its lowest. ln order to put the plant into operation, the IPP hadthermal power
already sig
competitive

an FSA with its parent company, Gulf Energy for supply of fuel following a
ment process in 2014. Gulf Energy made the following deliveries in the months

leading to the ng date.

Table 25: Analy

September 2t t14 't,126.86 847.37 954,867.36
October 2014 8,527.23 847.37 7,225,718.89
November 20 14 1,580.90 847.28 1,339,464.95
December 20 t4 3,083.04 838.58 2,585,375.68
Total 14,318.03 12,105,426.88

Fuel Unit Cost
(usD/MT)

Total Fuel Cost
(usD)

Fuel Quantity in MTMonth

o

Private and

of Gulf Power fuel stock; Sept. 2014 - Dec. 2014
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req
r why the IPP made such large orders for fuel despite having a security stock
of only 4,500MT.

Following
KPLC on

low dispatch issues experienced by the thermal power plants, Gulf Power wrote to
August 20158 seeking concessions contained in the Gazette Notice 2826 of 2016. ln

addition,
This was

Power requested for a change in its fuel stock accounting method from FIFO to LIFO
at the time, the plant was very low in the merit order as it was holding expensive

fuel at a time when international prices for HFO were at their peak. As atthe time of the
August 201
in the table

letter, Gulf Power had the highest unit price of all the thermal IPP plants as analysed

HFO Unit Price (USD)

1

Gulf Power Triumph
Power

low:

00

00

00

00

00

00

00

00

00

00
Thika Iberafrica
Power

Rabai
Power

Tsavo
Power

Figu

method from
international

KPLC
reasons
vide the

8 Annexure 4
e Annexure 3

30: Conrparrson of unrt prrces of HFO across the IPPs iri Arrr;ust 2015

ln a letter October 2016e, ERC wrote to Gulf Power approving the change of accounting

cost. The
the plant

2015 stock was gradually utilized from April 2016 to December 2021 when

accounting
dispatched

the FIFO method of accounting. ln our view, the decision to change the
was prudent as it allowed a win-win situation where the plant could be

allowing consumers to enjoy the lower intemational prices of HFO.

1. The required us to assess whether the concessions provided by the Gazette Notice
2826 of 9th April should be maintained. To ascertain this, we reviewed the impact of the
removal the security stock requirement in terms of affecting availability of the plants. From
our with KPLC and review of dispatch data from 2016 to 2021,we noted thatthere
were no ajor incidences of unavailability affecting the thermal lPPs. However, we noted that

not maintain adequate data on unavailability of power plants including indicating

FIFO to LIFO to allow for the power plant to be dispatched based on the lower
of HFO while allowing consumers to purchase power from the plant at a lower

such unavailability. We are therefore of the view that the concessions granted
Notice can be continued with the following conditions

Power letter to KPLC dated 28 August 2015
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The benefits in terms of release of working capital should be passed to consumers
potentially through lower capacity charges.
KPLC to monitor stock levels at the lPPs on an ongoing basis to mitigate the risk
pertaining to unavailability due to lack of fuel stocks.
KPLC to maintain monthly reports on unavailability of power plants including
reasons for unavailability.

2. The to compensate Gulf Energy and Vivo Kenya for losses of USD 9,745,775.50
ansrng the low dispatch of thermal lPPs should be reviewed as it was not supported by
the signed between the suppliers and the lPPs. Action should be taken on all parties

should it be established that the suppliers received an unfair benefit at the expense

3. We mend that the Consumer Protection Department of the Competition Authority of
Kenya
Gulf E
FSAs.

involved in decisions affecting electricity consumers such as the decision to award
rgy and Vivo Kenya at the expense of consumers for losses incurred outside the

that "
is in line with Section 94 of the Consumer Protection Act of 2012 which stipulates
shall be consumer representation on all regulatory bodies and the respective

authorities shall have due regard to accredited consumer organizations and the
Commiftee in making such appointments."

of
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5.6 Key Task (f) - Cany out an analysis of actual specific fuel consumption
to specific fuel consumption rates used in HFO cost recovery

The thermal lPPs generate power using Heavy Fuel Oil (HFO), which is procured by the lPPs with
guidance a approvals of KPLC. After the procurement is approved, the IPP enters into a Fuel
Suppty Ag (FSA) with the approved supplier. ln this chapter we present an analysis of
actual fuelconsumption (SFC)compared with specificfuel consumption rates used in HFO

in the six power plants under audit.

The carried out is based on the fuel quantity, that is; the quantity of fuel consumed to
generate
particular

This determines the Net Electrical Output (NEO) by the power plant, in a
Through this, we established the efficiency of the various power plants in the

generation electricity

a) ng Stock

The opening analyzed over a three-year financial period show the highest stock opening at
Tsavo and Rabai Power, which correspond with a relatively higher dispatch in the period
(see Figure . The Greater Nairobi lPPs of Gulf Power, Thika Power, lberafrica Power and

cost

Triumph
had the
opening

had the lowest opening stocks in the period. ln Greater Nairobi region, Gulf Power
opening stocks followed by Thika Power. Triumph recorded the lowest amount of

in the period.

Figure 31. Avera openrng stock quantities in MT per IPP, N=2.19

The value of opening stockholding in the lPPs is shown in Figure 32, showing Tsavo Power
and Rabai with the highest stockholding value compared with the lPPs in the Greater
Nairobi Region total value of opening stock held was US$453,225,748.

10,0@

9,000

8,000

7,0o0

cI 6.000

;I ,,*
I

& 4,000

3,000

2,000

1,000
922

I
t
g

.E
F

7,394

d

8,8t 3

20r8

9,202

8,203

1

6.628

3,268

2,456
2,247

,892

t-

20t 9 2020

,036

9

r,am ';'

ir$
3ng
FE

i' i''[ I
=EEn6 gE EE3s a q€ E E 3 E E''EoErEF



a

a

a

o

o

o

o

Private and

e reccivecl stock value by IPP, N=249

108

G

---*

--
,.IIF
-F>.-

--
.D

-
ITD{-

-
e

-
-
e

.-.-
ID

-
a-
.D
r-

-
.-.-.-

-
r-

--
.-

-
.-.-.-

---

00,000.(

a,o
xt
o
ao

8.

O

o

a

o

o

Kenya and Lighting Company PLC
Forensic Report on Procurement and Use of Heavy Fuel Oils
August 2022

3,698,s28.28 3,619,145.19

1,292,728.04

500,000

I,197,588.67

Gulf Thika

Independent Power Pmducer

-tH
LJt-{H EI

869,273.33

378,006.33

Iberafrica Triunph

EIF.{EI
Tsavo Rabai

Frqrrrc 32. A'", gc cLicnrrg strrck vrlue by IPP, N-2-19

b)

The stocks
stock while
under audit.
dispatch level
respectively.

Stock

were analyzed for the audit period. Rabai Power had the highest received
ph Power and Gulf Power had the least value of stock received in the period

is in line with their respective dispatch levels where Rabai Power had an average
33% for the period under audit, while Triumph and Gulf Power had 3% and 4o/o

Figure 33. Aver
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The
was held

c) ing Stock

stocks for each IPP were reviewed over the audit period. The highest stockholding
Tsavo Power and Rabai Power of over US$ 3.5 million. The lower stock values were

o

o

a

a

o

o

a

o

in the lPPs in the greater Nairobi region;the lowest being Triumph Power at US$376,551

Triuurph I rzo,ssr

E ess,szs

mr,199,049

-1,22t,718

3,58 1,846

500,000 1,000,000 1,500,000 2,000,000 2,s00,000 3,000,000 3,500,000

Closing Stock (US$)

3,61 I,698

4,000,000

o
Ar

o,
9r
E

E
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EI
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: 1,.1, ';1, 
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/r t,t./1i, t),:,1 ,; -.trr1 I.valtre by Ipp, l\

sumed Stock

j:l

The amount consumed stock is as shown in Figure 35. The highest fuel consumption was at
Rabai at over US$2 million while Triumph Power had the lowest at US$203,303. This

ponds to the received stock shown earlier. Consumption of fuel is based on dispatch,directly
that is, the
plant.

the dispatch levels, the higher the fuel consumption by the respective power

d)

Ftgi,re 35. Av,:i' c sli.,ck consumptron by IPP, N-2.1!)
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0 FuelConsumption

The formula the actual net specific fuel consumption (SFC) is expressed as Consumed Stock
Quantity ( divided by Net Energy Generated x1000 (where it applies). This an indicator of the
conelation the deemed cost of actual fuel used against the fuel recovery to KPLC.

To check for ncy of the computed SFC we compared it with the standard for each plant as
indicated in PPA. The SFC for the coastal based lPPs Tsavo Power and Rabai Power averaged
0.20Kg/Kwh
reveal, exce

those for greater Nairobi averaged O.22KglKwh. As the results in Table 26

value: ove

The from Triumph Power was an under recovery as the plant electricity output was
generally
turbine had

experience
generated at

for Gulf Power and Triumph Power, the average SFC \was lower than the PPA
the actual SFC (2109/Kwh) was on average lower than the PPA value (214glKwh).

35 MW that didn't afford them the benefit of the steam recovery. Their steam
not been in use for over a yeat as it was under maintenance. The IPP did not

benefit of steam saving even when they generated above 35MW and hence

average SFC of 220kglloth against 210kg/kwh standard on the PPA.

r ,-r i; l. ' ./ ij '--, I i ( i)Jr:;t,{lri)tlan rr)rllir.ii :' L.,i l.'1. i)i)i\ >1.,.1i1(.i.r;r

s) Average Unit Prices

The weighted unit price of fuel over the three-year period was US$540 per MT (see Figure
37). ln the
significantly

, Gulf Power had the highest fuel unit price at US$627 per MT, which was
than the average. On the other hand, Tsavo Power had the lowest unit price at

US$457 per
these plants.

This difference in unit prices had an effect on the amount of power dispatch from

Rabai 196 208
Thika 199 215

214Tsavo 211
Gulf 215 215
lberafrica 218 224
Triumph 220 210
Averaqe 210 214

IPP Average SFC (g/Kwh) Standard in PPA (g/Kwh)
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A of unit prices by IPP and year is shown in Figure 38. Gulf Power faced the highest
yearly unit prices of US$665 in 2019 and US$O48in2021, peaking at US$838 in March
to May 2021 The lowest price was recorded in Tsavo Power at US$355 per MT tn2020

Figure 38. Ave e HFO weighted average unit pnces by IPP and year

An analysis the unit prices by year and month over the audit period is shown in Figure 39. The
highest unit price of US$645 was in December 202'1. The lowest average unit prices of
US$414 was
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Variance
Amount
(us$)

o/o

Variance
IPP Consumed

Stock qty
(MT)

Consumed
Stock Value
(us$)

RecoveryCost
(us$)

o%Gulf 22,5U 14,134,583 14,110,138 (24,445\
50.149.179 1,005.250 2YoTsavo 111,415 49,143,929
86,250,421 1106,279 1YoRabai 174,929 85,144,142

556,174 2Yolberafrica 46,413 25,594,226 26,150,400
Thika u,228 37,483,290 38,195,155 711,865 2o/o

-60/oTriumph 15,136 8,538,722 7,989,518 (549,2M)
Total 434,704 220,038,892 222,84d,,812 2,805,920 1o/o

]J

]t'

c
I

a

f,

3

ala

a)t

16 610 4 5r, 6l'

'l' t'
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Frgure 39, A rage l-lFO weighted aver-age Lrnrt f)r( es by year and month

h)

Table 27

Recovery

the consumed stock values with the cost recovery in the invoices to Kenya

Power. ln audit period, the lPPs consumed stock valued at US$ 220,038,892 but invoiced
KPLC a tota of US$ 222,844,812. The difference between the actualfuelcost consumed and the
recovered
compared
variances,

was US$2,805,920. Therefore, KPLC paid to the lPPs, 1% more cost on fuel
calculated using the standard values stipulated in the PPA. Excluding negative
C overpaid a totalof US$3,379,568 more than the fuelconsumed to Tsavo Power,

Rabai Powe lberafrica, and Thika Power

1

I'ablo 27. C

2.K

recovery versus actual c.osts

mendations

monitor the minimum stock holding for the lPPs after the lifting of the Gazette
No. 12306 of 12th November 2021 lo ensure this is maintained or the penalties are

should have a representative to validate the physical stock takes monthly or employ
SE of independent inspectors to witness monthly stock takes as witnessed for Tsavo

(Kipevu ll)

the PPAs were not specific on the measures for efficiencies on the output obtained,
should consider to recover USD 3,379,568 overpaid over the period of the audit and

3. Whi
KPL
co revising the PPAs for lFPs to charge the lower of the actual output vis a vis the
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specific Fuelconsumption (sFc) rate. lncentives should be considered for
the that achieve high outputs at lower use of HFO during the generation of electricity
and pass through the benefits to the consumers.

the SFCs in the PPAs for a more competitive rate possible as they have the
direct impact on the fuel cost recovery

the possibility of having consignment stocking at all lPPs as practiced by Kengen
and Power. The risk and hence the cost of stock holding passes to the Fuel supplier.

4.

5.
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5.7 c Key Task (g): Determine whether there was any fraud and the extent,
the !oss/ damage due to fraudulent and corrupt acts and

Findings

From our iled review of the procurement done for HFO in the scope period by the lPPs, we
established there were irregularities in the following tenders awarded to Gulf Energy:

Gulf Power 2014 tender
Triumph Power 2013 tender
Thika Power 2O19 tender
lrregular extension of the 2013 Thika Power tender for 6 years

lar award of the Gulf Power 2014 tender

r notice was issued on 20 January 2014 by way of advertisement in the local dailies.
namely: Gutf Energy, Vivo Kenya, Kenol Kobil, Gapco Kenya and Total Limited

tender document. However, only three of the five bidders responded by the bid
of 4 February 201412. These were Vivo Kenya, Gulf Energy and Kenol Kobil. The

was done on the same date and was witnessed by representatives from the bidding
and Gulf Power

the submitted bids was done by Gulf Power through an evaluation panel. The
of bids was done in three stages as follows:

of registration /
./

rryer Prelrnrinary evaluatrorr for 2014 tender

of Signed PPA between KPLC, Gulf Energy and Gulf Power
of Gulf Power tender document of 2Ol4
of Gulf Power 2014 tender evaluation report

1

The PPA Gulf Power was signed on 17 December 2012 between Gulf Power Limited, Gulf
Energy and KPLC1o. Following PPA signature, the financial closure processes and
construction ln readiness for commissioning, Gulf Power initiated a tender process
for of HFO on 18 November 2013 through raising a tender documentll. The tender
document approved by KPLC in line with PPA requirements on 17 January 2014 following
which a
Five bidders
purchased
submission
tender openi
companies,

Evaluation
evaluation

a. Preliminary examination

The three su bids were verified for any omissions, validity, and completeness of bid
documents letter of authorization / power of attorney. All were found to be in order.

None of the had been blacklisted or had their licenses withdrawn by any of the issuing
authority. were also found to have the following valid documents

Petroleum license issued by the /
Energy Commission (ERC)
Valid tax pliance
Pin
Certificate of
NairobiCity I Business License
VAT
Bid Security

r able 23: Gulf

1o Annexure 5:
11 Annexure 6:
12 Annexure 7:

Descri Kenol Kobil Gulf Ene Vivo Eneon
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. Technicalevaluation

were then evaluated using the qualification criteria in the tender document as

Annual Tu

August

The three
follows:

Experience
Dedicated
storage
Proof of
Valid &
contracts
Summary
(Pass/ Fa

We noted
was due to a
that the

required a
tank would

l,ril':2c.): (.i:l'

Yes

technical evaluation Fail Pass Pass

l) \',i:., tralr:.r,-.ll ..,. ,tiit.:tit : :. 'i)1 .'l l.i:,tdi:r

the reasons provided forfailure of Kenol Kobil on the dedicated storage requirement
ite visit that had been conducted by Gulf Power on 7 February 2014 which showed
HFO storage capacity for the supplier did not meet the minimum dedicated threshold

in HFO Business
rage: input capacity

bility of supply
Road transport

Yes Yes
Yes

tank no. 267 lo serve Rabai Power which also
ot 2.5% HFO. This meant that the only available

31,101 54,510 33,702

(15,000)
(15,000)

(15,000)
(15,000)

10,513

(14,000)
(15,000)

10,510 3,702

Pass
Yes
Fail

No
Yes

for using
5,000M3

Pass
Yes
Pass

Pass
Yes
Pass

of 15,000M3 the Kenol Kobil bid, the supplier had indicated that they had a capacity of 31 ,101M3
through no. 267 with a capacity of 20,588M3 and tank no. 268 with a capacity of 10,513M3.
The team faulted Kenol Kobil

icated storage reserve of 1

no. 268 which was inadequate to meet the minimum requirement.

Gulf Energy Vivo Kenya were assessed as having sufficient storage capacity despite serving
Kengen, I and Thika Power plants which also required a minimum reserye. ln our
assessment criteria used to disqualify Kenol Kobil on the basis of storage capacity was unfair
and due to the following reasons:

a. Both Gulf Energy and Vivo Kenya did not also meet the minimum dedicated storage of
15,000M3 the same criteria was to be used evenly for all the bidders as follows:

Totalstorage
Other
contracts:
Thika Power
Rabai Power

Kengen
Kengen

(M3)
power plants

Gulf Energy
KenolKobil

Tsavo Power Kipevu ll) - Vivo Kenya
| - Vivo Kenya
lll - Gulf Energy

lberafrica - G Energy
Total reserve

iable i0: Analy : ol-brclclt:r; ior tirr.20I.1 GLrIL Por,r,t,r'tend€:r agarnst trl(.,(aD,r( rtv 1.rrt('rron

b. The in the petroleum industry is that storage capacity is easily obtained through
reements with other industry players since the facilities at Mbaraki, Shimanziandhospitality

Kipevu nals are shared

Kenol Kobil also disqualified on the basis of lack of proof of availability of 2.0% sulphur HFO
since the was providing 2.5o/o sulphur HFO to Rabai Power. Again, this was a subjective
criteria since HFO is sourced from the same suppliers and the supply o12.0% sulphur is easily
achieved thro

Descriptiorr Vivo enKenol Kobil Gulf Ene

Description Vivo Ke aKenol Kobil Gulf Ene
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We also that there was an unfair attempt to discredit the financial strength of Kenol Kobil
I ratio analysis by the evaluation team yet this was not an evaluation criteria
tender document. This is despite Kenol Kobil having higher revenue for the three

years than both Gulf Energy and Vivo Kenya as follows:

through fi
stipulated

2011
2012
2013
Total

Quoted P
Ranking

nr]u i)i l.,i l.;,' , .ltti .,1[]i j:,.1; r,i;ii.,., :'

Financia! evaluation

Kenol Kobil ng being disqualified on technical grounds, the financial evaluation was done for
the two
bidders was

2,577,247,843
2,230,666,486

756,287,959
5,564,202,288

818.80
1

1,750,083,050
1,O59,438,717
1,033,065,993
3,842,587,760

867.55
2

595,724,857
570,772,511
955,156,931

2,121,654,299

877.97
3

A compa of the financial bids for the three suppliers shows that Kenol Kobil's price was the
lowest as

suppliers; Gulf Energy and Vivo Kenya. Gulf Energy being the lower of the two
recommended for award of the tender.

(usD)

_ )' ll,!l ' ,i i.,:'L l'.. -. 'j

The Kenol price was cheaper than the Gulf Energy price by USD 48.75 per MT

Response KPLC

Upon n of the tender evaluation, the tender evaluation report was sent to KPLC for review
and approval 1 1 March 2014. On 14 March 201413, KPLC wrote to Gulf Power requesting for
copies of
responded
report that

opening minutes and financial bids submitted by the bidders. Gulf Power

March 201415 uesting for the Kenol Kobil technical bid. On 8 April 2O1416 and having reviewed
the su documents, KPLC wrote to Gulf Power indicating the following concems

i. "You ve indicated in the evaluation report that the fuel to be supplied was confirmed to
be straight run despite agreement to remove this limitation from the tender documents.

ii. The in the technical evaluation for dedicated storage used to disqualify Kenol
Kobil not a fair criteria and it rs not possib/e to demonstrate. Currently most fuel

are supplying fuelto various cusfomers from the same storage making it difficult
to availability of dedicated storage. We therefore consider access to storage

ownership, joint ownership or leasing to be sufficient.
iii. Some of the financial indicators (ratios) used in the financial evaluation are minor

and should not be used to disqualify Kenol Kobilwho are currently listed on

19 March 201414 and provided the requested information including the site visit
been used to assess the storage capacity of the bidders. KPLC further wrote on 24

exchange."
back to KPLC on 11 April 20'1417 rebutting the grounds for objection raised.

on 29 April affirming their grounds for objection. This was followed by a meeting

letter to Gulf Power dated 14 March 2014
lf Power response to KPLC dated 19 March 2014

letter to Gulf Power dated 24 March 2014
letter to Gulf Power dated 8 April 2014

the
Gulf Power
KPLC

13 Annexure 8:
la Annexure 9:
ls Annexure 10
16 Annexure 11
17 Annexure 12

Revenue (IJSD) Vivo KeKenol Kobil i Gulf E

Descriptior: Vivo Ken aKenol Kobil r Gulf Ene

Private and

lf Power response to KPLC dated 11 April 2014
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held on 7
9 May18,
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2014 between Gulf Power and KPLC where the above issues were discussed. On
wrote to Gulf Power confirming acceptance of the evaluation report and award to

Gulf Energy

"We hereby

However, the letter included the following reservations as follows:

our acceptance of the tender evaluation report and award of the tender to Gulf
Energy
in regard to

i.

This requirement will not be accepted in the future tenders unless agreed by
two parties as provided for in the PPA.

il. is impractical to confirm availability of dedicated storage for any of the bidders since
y use the available storage to supply similar product to different customers. The

on which bidder has met this criteria or not is therefore, in our opinion,

were required to provide audited financialsfatements to evidence the criteria
out in clause 3.2(b) of the tender document. lntroduction of financial indicators in
evaluation process without disclosure to the bidders including what thresholds are

negates the principles of openness rn fhe tendering process.
We expect above rssues to be addressed in the future fuel tenders for the power plant."

It is unclear KPLC ceded its ground despite raising reasonable concems on the subjectivity
and unfai of the tender evaluation process

Following the approval by KPLC, the FSA between Gulf Energy and Gulf Power was signed on 10
June 20141s FSA was for an initial term of two years with options to renew forthree additional
one-year te The FSA was renewed for the three years and expired in August 2020

Conflict of concerns

We noted as at the time of the 2014 tender, Gulf Energy held 80% shareholding in Gulf Power
Gulf Energy also a party to the PPA signed with KPLC. This raises conflict of interest concems
in the award the HFO tender to Gulf Energy. lt is our considered view that the subjectivity and
unfaimess in the evaluation process could have been a consequence of this conflict of
interest. lt is
oversight role

why this issue was not raised or considered by KPLC while exercising its
the procurement process.

of losses

We assessed
from Gulf

867 818.80 48.75 60,035.15 2,926,713.56

ill

However, we would like to express our reservations on the fueltendering process
following:
introduction of straight run which is not part of the tender documents approved by

potential loss incuned by electricity consumers from the use of expensive fuel
by comparing the same supply using the Kenol Kobil bid as follows:

Table 3 3: Esti ted losst:s tronr u:;e of expensrve Gr.rlf Errergy p;-rces (rt Grlt Porver

1. We
2,926,71

18 Annexure 13
le Annexure 14

nd that action be taken against Gutf Power for the estimated loss of USD
including recovery measures.

letter to Gulf Power dated 9 May 2OL4
of FSA between Gulf Energy and Gulf Power

Gulf Unit Price Kenol Unit Variance Volume supplied Estimated Loss (USD)
inMT-C (A-B)"C(usD) - A Price (USD)- B
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Description Gulf En Vivo Kenya Total Limited Kenol Kobil
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uld be taken against KPLC staff tasked with oversight of the procurement process
to protect interests of electricity consumers in the irregular award of the HFO supply

August 2022

2. Action
for fail
tender to Energy.

3. EPRA a KPLC should provide policy guidance on conflict of interest arising from parties to
the vendors for supply of HFO

2. ular extension of the Thika Power 2013 tender

Thika signed a PPA with KPLC on 2 July 201220 and the plant began full commercial
March 2U4. f o prepare for commercial operations, the power plant floated a tenderoperations in

after from KPLC and received bids on 8 February 201321from five bidders namely: Gulf
Limited, Kenol Kobil, Vivo Kenya and Hass Petroleum. Bid opening was done on theEnergy, T

same date in presence of representatives from KPLC, the bidders and Thika Power

Tender Eval

The team was set up and the five bids were reviewed. The bidders, with the exception
of Hass were found to be technically responsive. Hass Petroleum was found
un due to lack of dedicated storage in Mombasa, insufficient previous HFO experience,
and average turnover for 2008 to 2O'l1 was below USD 500M

The financial luation of the remaining four bidders was conducted and Gulf Energy was found
to be the bidder as follows:

Quoted (usD) 831.79
1

868.30
2

850.90
3

898.57
4Ranking

I -r ,1. ; 1: ( ,.;r

Power and

20 Annexure 15
21 Annexure 16
22 Annexure 17

.1rr . : ,'ft,:r:r.t.rl:-.,i1 dc'i,:,'. lrr:l.lr: ; t,,r iir,l lr,)!'.'.-!.1'ii I I "alrt

The price q by Hass Petroleum was USD 835.62 and was the second lowest price.

The tender report was sent to KPLC for approval on 22 February 2013. After review,
KPLC the award of the tender to Gulf Energy. Consequently, the FSA between Thika

Energy was signed on 1 July 201322.

of Signed PPA between KPLC and Thika Power
of Thika Power 2013 bid evaluation report
of FSA between Gulf Energy and Thika Power
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automatical renewed on the same terms and conditions for two additional one-year terms. This
meant that FSA was supposed to lapse in July 2017.The Agreement commenced in July 2013
and was twice in 2015 and 2016. However, on 23 March 201723, the Plant Manager for
Thika Stephen Mwaura, wrote to KPLC requesting for an additional four-year extension of
the contract the following:

1. Due to

Kenya and Lighting Company PLC
Forensic Report on Procurement and Use of Heavy Fuel Oils

the FSA stipulated that the Agreement would commence from the Effective Date
for a period of twenty-four (24) months. Thereafter, the Agreement would be

energy
dispatch of the power plant in 2015 and 2016 attributed to additional renewable
to the grid, the plant had only consumed 1U,666.72 MT of HFO against a projected

Purchaser

August

lrregular

Section 3.3
and

assessment.
in the Tsavo

Premium

23 Annexure 18
2a Annexure 19
2s Annexure 20
26 Annexure 21

366,386.97 the plant been dispatched at 70% which was the dispatch rate at the time of
contract

2. lt would a challenge to attract lower rates than those provided by Gulf Energy

From our ng of the FSA, we noted that Section 6.1 stipulated that the deliveries of fuel by the
be dependent on estimates to meet power plant requirements based on dispatchsupplier

instructions KPLC. lt further stated as follows "Notwithstanding the foregoing, the parties
that any such estimates shall in no event be deemed to be a wananty by the
its fuel requirements under this Agreement." ln our view, this negated the argument

made by Th
we found it

Power that there was a 'quota' required to be met by the fuel supplier. ln any case,
be irregular for the power plant to be making a case to enhance the fuel supplier's

business the scope of the FSA. lt is also notable that there was no evidence provided by
Thika Power its letter to KPLC showing that market prices were unfavourable.

KPLC to the letter from Thika Power on 28 March 2017 and declined to approve the
request for l. On 28 April20172a, Thika Power wrote a follow up letter to KPLC requesting
for a review its decision citing financial losses to Gulf Energy due to additional storage and
accrued for fuel stocks held for long due to low dispatch. On 5 May 201725, KPLC
responded to Power and informed them that there was no provision in the FSA to support
the request.
further noted

, to avoid lack of fuel by the lPP, a two-year extension was granted. KPLC
the two-year period would be sufficient for a new FSA to be put in place. ln our

view, this of the FSA was inegular as it had no basis in the FSA. lt was also unclear why
Thika Power two years to carry out a procurement process while the initial process (in

within seven months.2013) was

We further a review of the prevailing market prices to ascertain the veracity of the
argument HFO prices would be uncompetitive had Thika Power floated a tender. For this
purpose, we the 2017 Tsavo Power26 tender which was canied out from February to July
2O17. Our for this was that this would have been the same time Thika Powerwould have
canied out its procurement with a target of having an FSA in place by July 2017 which was the
expiry date of
costs and
assessed

2013 tender. Since Tsavo Power and Thika Powerwould have differenttransport
that the other price indices were not determined by the fuel supplier, we only
premium, storage costs and management fee in an effort to have a like-for-like
were the premiums, storage costs and management fees quoted by suppliers
tender:

52.55 66.88 70.50 36.50 59.00 48.50

from Thika Power to KPLC dated 23 March 2Ol7
from Thika Power to KPLC dated 28 April 2017
from KPLC to Thika Power dated 5 May 2017

Costs (USD) Total
Limited

' Kenol
Kobit

R.H
Devani

DalbitGulf
Ene

Vivo
Ken
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Fees
Storage
TOTAL
Ranking

Table 35: P

The premiu
follows:
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15.50 24.70 26.21 9.00 10.50 11.50

0.75 2.79 0.00 5.00
68.8 94.37 96.71 50.5

2561
rums quoted by bidders rn the Tsavo Porver 2[i]7 tender

8.96
78.46

4

9.17
69.17

3

45.00
67.97

112.97
um and Overlreari costs for Gulf Energy tlr:rrrril lJ13 Thrka Power tender

between the Gulf Energy fixed costs and the lowest bidder, Kenol Kobil was USD
62.47.From
been una
that Gulf E rgy's quote to Tsavo Power was cheaper by USD 4.17.

Quantifi of Iosses

We

, storage and managementfee charge by Gulf Energy in the 2013 tenderwere as

o

Premium

TOTAL
Table 36. Pre

The

from Gulf
the Kenol

'1. We

admin and storage

above, it is clear that there was no truth in the claim that Thika Power would have
get favourable market prices had they floated a tender in 2017. lt is also notable

the potential loss incurred by electricity consumers from the use of expensive fuel
in the inegular two-year extension period by comparing the same supply using

fix rate bid as follows:

.97 50.5 62.47 71,068.12 4,439,625.46

a

o

o

11
Table 37 Est, ed losses frorn use of expensrv,: Grrif Errirrq'r' plcei ert Thrkir Power

2. Action
for fail
supply

that action be taken against Thika Power for the estimated loss of USD
including recovery measures.

be taken against KPLC staff tasked with oversight of the procurement process
protect interests of electricity consumers in the irregular extension of the HFO

r to Gulf Energy.

award of the Thika Power 2019 tender

of the 2013 FSA to 2019, Thika Power put out a tender notice through an
on 14 May 2019 after approval of the tender document by KPLC. On 11 June
bidders submitted their bids which were opened in the presence of their

KPLC and Thika Power. The bidders were Gulf Energy, Total Limited and R.H

27 Annexure 22

ure

b.

Following

2019P7, th
re
Devani.

o

Vivo
Kenya

Total
Limited

Kenol
Kobil

R.H
Devani

Costs (US)) DalbitGulf
Ene

Amount (USD)Costs

Gulf Fixed
Price(USDr-A

Kenol Fixed Variance
Price (USD)- B

Volume supplied
in MT in the period

Estimated Loss (USD)
(A-B)- C

Private and

Extract of 2019 Thika Power bid evaluation report
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Technical n

The team reviewed the three bids and disqualified Total Limited and R.H. Devani on
the fol grounds:

1)r Limited - No evidence of average annual HFO sales for 2016 to 2018 of 70,000MT,
ins previous HFO experience and no arrangement for sourcing; and

2)R
H

Devani - Average annualturnoverfor 2016 to 2018 below USD 250m, average annual
sales for 2016 to 2018 below 70,000MT, no dedicated storage in Mombasa and

HFO experience

We found disqualification of Total to be subjective and unfair based on the following grounds:

had been found to be responsive in the 2013 tender. lt is inconceivable that the same
team would find them to be unqualified in a subsequent bid;

Total did not have experience supplying HFO in Kenya, it could leverage on its
ex in its group experience in Africa being a multinational;

provided a support letter from Total Africa for supply of HFO from the Group. lt is
untrue that there was no arrangement for sourcing including in the bid;

enjoyed a considerable market share in the petroleum industry and demonstrated its
of experience in the sector in its bid; and

The had been found to be technically responsive by all other lPPs in various
Forexample, Total had the highesttechnicalscore in the 2017 Tsavo Power

We also
grounds:

the disqualification of R.H. Devani to be subjective and unfair on the following

a. The der demonstrated its experience in HFO by supplying Tsavo Power and Namanve
Plant in Uganda;

r presented bills of lading demonstrating HFO sales of over 70,000MT;
rage, the bidder presented a lease agreement with Mbaraki Bulk Terminal Limited

also committed to enter into hospitality agreements should the need arise. lt
IS n practice in the industry for storage facilities to be shared hence this is not a

ground for disqualifi cation.leg

a.

b.

c.

d.

e.

eva
whi

Tota

Tota

bid.

b. The
c. For

R.H

d. R.H.
the 9

was awarded the HFO supply tender in 2O2O by Thika Power after expiry of
FSA awarded to Gulf Energy. lt is improbable that the bidder who had been

to be unqualified was found to be the most suitable in a space of g months.

Financial luation

After disqual n of R.H. Devani and Total bids, only Gulf Energy's bid was subjected to
financialeva ation. lt is notable that Gulf had the highest bid price of the three bidders as follows:

Quoted (usD) 634.72
3

Li.ll Ev.llLl.Jtior of lllc'ls f oi Tlrk.;t i)o!\rr,r .JI-) !() ti-,i:.iarr

609.70
1

625.82
2Ranking

Tal:lr, .iE: i'rir

We also

The Gulf was higher than the lowest bid by Total by USD 25.02

impression
that the prices stated in the evaluation report were misleading by giving the

the Gulf Energy bid was the lowest while it was indeed the highest. This was done
rrect the arithmetic errors in the bid and the erroneous VAT computation before
the amounts for Total Limited and R.H. Devani. Below was the presentation of the

by failing to
comparing it
prices in the luation report:
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Table 39: Fin ncial bids + VAT for Thika power 2019 tender

The price plus VAT for Gulf Energy was USD 736.28. During bid opening, Thika Power's
included a handwritten note in the bid summary indicating that the prices quoted
analysed and Thika Power was aware that future complaints could arise. This

attendees of the bid opening were aware of the uncorrected erors in the Gulf bid

KPLC

The bid report was submitted to KPLC for review and approval on27 June 2019. On 7
August 201 KPLC wrote to Thika Power stating grounds for objection to the tender and requesting
for an annu of the tender process. There were further correspondences on 8 August 2019
and 19 2019 where Thika Power was seeking an extension of the 2013 FSA with Gulf
Power to a for retendering which was declined by KPLC. lnstead KPLC had advised that Thika

Quoted P
Ranking

Country Ma
had not yet
implies that

Power seek
to KPLC req
sign an FSA
On 13
of 3 months
Gulf Energy

We
from Gulf
follows:

+ VAT (USD) 703.',|1
1

707.25
2

725.95
3

purchases during the retendering period. On23 August 2019, Thika Powerwrote
ng them to approve the award to Gulf Power on the condition that they would only

6 months with an option to extend for a further 3 months to allow for retendering
ber 201928, KPLC agreed to the award of contract for 6 months with an extension
allow for the retendering process. The FSA was signed between Thika Power and
18 November 2019 and ran for 6 months with no extension.

of losses

the potential loss incuned by electricity consumers from the use of expensive fuel
in the 6-month period by comparing the same supply using the Total bid price as

72 607.70 25.02 2,992.02 74,860.34
'l-.:i-l1,:.1r.r l,,t r-rtr'(l lo:,.;C,i tiortl u5('rf ('(ir,'ri.,i'.'i (,Lrll i. f ,,:r.l , ;) l--ir. "rt llirk:l f)or','cli

1. We that action be taken against Thika Power for the estimated loss of USD
74,860. including recovery measures

2. Action be taken against KPLC staff tasked with oversight of the procurement process
protect interests of electricity consumers in the inegular award of the HFO supply

Energy

c. lrregu r award of the Triumph Power 2013 tender

Triumph signed its PPA with KPLC on 14 June 20122e. Upon completion of the construction
and in prepa for commencement of operations, the IPP began the procurement process for
a HFO su in 2013. Through a tender notice advertised in the Daily Nation newspaper,

invited bids from prospective suppliers. The bids were received on 4 NovemberTriumph
201 3 and opening was done in the presence of representatives from the bidders, KPLC and
Triumph

28 Annexure 24 Letter from KPLC from to Thika Power dated 13 September 2019
2e Annexure 25

for failure
tender to

Description Gulf En I rotat Limited R.H. Devani-.

Ke
Pri

Variance Volume s
; MT in the

ied in
od

Estimated Loss (USD)
A SD .BceSD

Fixed uppl
)*c

nolGulf Price
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the bid evaluation report from Triumph Power and have included this as a
pe. However, we managed to receive the actual bids from the four supplies who

the tender namely: Vivo Kenya, Gulf Energy, Kenol Kobiland Hass Petroleum. We
riumph had awarded the tender to Gulf Energy despite Kenol Kobil and Hass

lower prices as shown below:

Quoted (usD)

Forensic
August 2022

Tender eva

We did not
limitation of
participated
noted that
Petroleum

Ranking
l-.r5li: 41 . Prrr'

The
usD 36.58

899.06
3

907.36
4

862.48
2

855.0720
1

Without the
the lower bi
bids, we

1 experience in HFO supply - the company was supplying Rabai Power at

2

Sto

Fi
its

- The bidder demonstrated storage capacity through leasing agreements. ln any

I capacity - Kenol Kobil through its financial statements sufficiently demonstrated
I capacity to undertake the supply of HFO to Triumph Power; and

3
case, custom in the industry was that storage was a shared resource and so would not
be uate grounds for disqualification

We did not grounds for qualification for Hass since they did not have considerable
experience in FO supply

KPLC res
Triumph submitted the evaluation report to KPLC for review and approval on 9 January
2O14. On 17 uary 2014N, KPLC responded stating that it concurred with the decision to award
the HFO tender to Gulf Energy. Following this approval, an FSA was signed between Gulf
Energy and Power on 4 March 201431 for a period of two years with an extension of an
additionaltwo rs

Quantifi of losses

We assessed potential loss incurred by electricity consumers from the use of expensive fuel
from Gulf in the four-year period of the FSA by comparing the same supply using the Kenol
Kobilbid as follows

899. 862.48 36.s8 49,493.74 1 ,810,481 .01

between the Gulf Energy bid with the Kenol Kobil and Hass Petroleum bids was
USD 18.99 respectively.

evaluation report, we were unable to assess the grounds for the disqualification of
for Kenol Kobil and Hass Petroleum. However, based on our assessment of the
that Kenol Kobil should have been considered for award on the following grounds:

s quotr:d by brdders ii- lhe -I: ilrinoi: Por. i !a',3 tender

ted losses from use of erpensrve Gult Energy pnces at Triumph Power

tithe

fable ,12: Es

1. We reco that action be taken against Triumph Power for the estimated loss of USD
1,810,481 including recovery measures

30 Annexure 26
3r Annexure 27

from KPLC to Triumph Power dated 17 January 2014
of Signed FSA between Gulf Energy and Triumph Power

oll Gulf Ene Vivo Kenol Kobil Hass Petroleum

Volume supplied
in the period - MT

Estimated Loss (USD)
(A-B)-CUSUSD -A USD .B

VarianceGulf Price Kenol Price
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2. Action be taken against KPLC staff tasked with oversight of the procurement process
for failu to protect interests of electricity consumers in the irregular award of the HFO supply
tender to ulf Energy

Recom

Based on
lPPs, we

above findings on the irregularities noted in the procurement of HFO across the 3
the following additional measures:

1) The evaluation process should be enhanced by having independent observers
from EPRA and/or the Consumer Protection Department of the Competition

of Kenya (CAK) to sit through the evaluation discussions. The observers would
then

2) The
re their own independent report on the conduct of the evaluation;

process from KPLC following completion of tender award should be
through appointment of a third-party procurement expert to independently

the procurement process leading to the award and provide a written advisory to
for consideration prior to their decision on the tender award.
nal approval by KPLC should be made by a Special Committee formed to reviewhe

FO rs and which should comprise senior KPLC management and representation in
the rm of procurement specialists from the Supply Chain Department. This Special

should report directly to the KPLC Board of Directors.

3)r
H

Private and 126
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Key Task (h): Assess effectiveness and application of the respective
and the oversight policies.

our findings on this ToR in three key themes namely: procurement, pricing and

rocurement

for procurement of HFo including the controls and oversight mechanisms are
PPAs. From discussions with the KPLC and the lPPs, the PPA is considered to be

enough hence the lPPs do not have intemal procedures supporting HFo
However, in our view, the applicable procurement rules in the ppA are brief and do
specific procurement procedures and processes to be followed by lpps in the

s actively involved in the review and approval of the tender documents prior to
While the documents were fairly standardized across the lPPs, we noted that KPLC

hese were positive measures that helped bring on board new HFO vendors such as
were able to provide competitive prices.

ilt

The
included in

not detail

advertise

considered.
R.H. Devani

of HFO.

The PPA
the utility

KPLC to maintain an oversight role in the HFo procurement process. To do this,
us that it had an ad hoc HFo committee set up to review and approve matters

conceming
provided by

of HFO by the lPPs. We reviewed some of the committee minutes
KPLC but noted that they were all recent. We could therefore not confirm that the

committee been in place for all procurements conducted in the review period

From our of the PPA and correspondences with lPPs, we noted that KpLC is involved at
the stages in the procurement process

a) of the tender document

From our of the various procurements done by the 6 lPPs in the review period, we noted
that KPLC

suggested itional value adding changes such as relaxing the requirements around annual
turnover, HFo delivery experience and allowing experience from across Africa to be

we noted several gaps in the tender documents as noted below. These have been
discussed in il under specific key task (b) of this report.

is no standard tender document for HFo. Each IPP has its own format of tender
based on their own business requirements.

hanges to the tender documents are made often due to lack of a data sheet, which
be customized for the specific tender.
documents comprising the bid are listed in the tender documents, which are

to be submitted as part of the bid. However, it lacks a section on evaluation
a qualification criteria.

tender documents lack Bidding Forms, which Bidders will use to prepare their bids
submit in a standardized format for ease of evaluation and comparison.

IV
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V The price formula is supposed to be used by each bidder to ensure that all bidders
present the required indices for evaluation. However, some bidders don't follow each
price element and introduces other factors.

1. KPLC develop procurement guidelines in line with the PPA that direct the lPPs on the
specific to be followed in HFO procurement.

2.4 tender document for HFO procurement should be developed and adopted by all the
lPPs.

3. A data
4. The and qualification criteria should be properly defined in the tender document.
5. Bidding should be introduced so as to standardise the bids from different suppliers
6. The

un

We
to the bid

done in the

quoted

While we did
there was
the bid openi
Gulf Energy,

should be included as part of the tender document.

schedule should be in a standard format to be filled by each supplier so as to ensure
in price quotation.

b) opening

that as per the provisions of the PPA, KPLC is required to send a representative
ceremony for all HFo tenders. This was done consistenfly across all the

reviewed and adequate records of the minutes are maintained. Bid opening is also
of representatives from the bidders which also enhances transparency in the

process. We also noted that bid prices are read out during the bid opening and the
are captured in the minutes. This controlalso enhances openness and transparency.

not identiff any control or oversight gaps in the bid opening process, we noted that
for improvement in the issue of correction of errors in the prices announced during
This was noted in the Thika Power 2019 tender where the lowest quoted bidder,

actually the highest bidder but their price build-up contained arithmetic errors
While we that a handwritten note had been included in the minutes, this was not sufficient
as the issue uld have been formally noted in the bid opening minutes and signed off by the
attendees ing KPLC representatives. This would have allowed for the matter to be properly
tracked and during the no-objection process by KPLC.

Recom

Any issues during the tender opening such as arithmetic errors or any other material issue
outcome of the tender evaluation should be formally noted in the minutes of thelikely to affect

opening

c) and approval of the tender evaluation report

The provisions of the PPAs require KPLC to review and approve the tender evaluation report within
7 days. We
grounds:

that the PPAs allows KPLC to object to the award of tenders on the following

1) That cost passed through to KPLC would not be the lowest cost which KpLC could
be to pay in the light of compliant tenders received by the Seller

2) That proposed fuel supplier lacks the necessary financial and technical capability to
its obligations under the proposed fuel supply agreement.
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noted that the initial price quoted by Total Limited was to be amended. We also
KPLC initially raised objections to the 2015 Gulf Power tender and 2019 Thika

Power but later acquiesced to the lPPs position despite raising valid issues on the
the tender evaluation. KPLC did not object any of the other tenders including thesubjectivity

Triumph 2013 tender that had irregularities. ln conclusion, we found that the oversight role
particular issue was ineffective. The controls in place to safeguard the interest ofof KPLC on

consumers those of fuel suppliers and lPPs were also lacking. The recommendations to
have been detailed in specific key task (b) above.rectify these

d) rd of the FSA

Upon a
a draft FSA

August

From our
KPLC
where it wa
established

The FSAs
applicable.
one-year te
FSAs was
renewals
we noted

extension on
to review the

3) the terms in the proposed fuel supply agreement are prejudicialto KPLC's interests
u the agreement.

4) the performance of the proposed fuel supply agreement shall be or become
patible with any legal requirements

5) the Seller, in preparing the fuel tender evaluation report, has erred in its assessment
of ers, or acted fraudulently or negligently

of the procurement done across the 6 lPPs, there was only one instance where
this right. This was in the HFO supplier tender for Triumph Power in July 2019

welland that KPLC raised comments on the draft FSAs prior to approving them for signature

e) of the FSA

for award of the tender to the winning bidder, the PPA requires the IPP to prepare
review and approval by KPLC. We noted that this control was being implemented

clauses that stipulate the term of the agreement and the extension periods

of the FSAs reviewed were for two years with possibilities for extension for two
The PPA required renewals to be approved by KPLC though the wording in the
they would 'automatically renew'. This limited KPLC's role in ensuring that the
subject to satisfactory performance by the fuel supplier. ln the tenders reviewed,
instance where the term of a fuel supplier was inegularly extended beyond the

contractual in the FSA. This was the extension of the Thika Power 2013 tender awarded to
Gulf Energy the lapse of the contractual date, the IPP sought a further four-year extension
KPLC a them to extend for a further two years without due regard to the implications of such

cost prices charged to consumers. We therefore concluded that there was need

of KPLC in the renewal/extension of FSAs.

ndations
1. The clause on automatic renewal of the agreement after expiry of the initial terms

be amended to include conditions for the renewal such as evidence of satisfactory
of the contract.

2. The rsight role of KPLC in the renewal of FSAs should be expanded to a no-objection
where the IPP will be required to provide sufficient evidence to demonstrate
performance of the contract by the fuel supplier.

3. Any of the FSAs beyond the contractual limits should be approved by EPRA.
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t! ng

The pricing HFO is defined in the PPA and the FSA respectively. Costs can be broken down
into three nes

ma
the

F costs from the supplier - These include supplier premium, storage, overheads,

and are based on the winning bids from the fuel suppliers.
fees and transport costs. These costs are maintained throughout the life of

il. ble costs - These are costs that change on a daily basis and are derived from
indices such as the Means of Platts and AFRA

il - These are updated based on changes communicated by the regulator EPRA
from government policy.

Controls in are effected in the following ways

1 h the use of standard formulae in the PPAs and FSAs.
Our review
stipulated in

pricing focussed on checking the accuracy and completeness of the formulae

t.

T
a

invoices
review

From our
with
received
KPLC team
those ofthe

the FSAs and PPAs. This included the recomputation of several of the fuel supplier
FSA formula) and power invoices from the IPP to KPLC (for the PPA formula). Our
that the formulae were applied consistently across the lPPs.

2. ly reconciliations done by the KPLC power purchase team prior to payment
invoices from the !PPs.

with KPLC, we established that the power purchase team has been tasked
monthly reconciliations upon receipt of power invoices from the lPPs. We also

of these reconciliations in the form of spreadsheets showing works from the
review noted that there were some variances between KPLC's computations and
According to KPLC, these were resolved through debit or credit notes. However,

as at the of this report, we had not received copies of these debit or credit notes to confirm
that the had been resolved. We had included this a limitation of scope.

As part of reconciliation process, we noted that there was a gap in the oversight from KPLC for
the inte I indices where KPLC does not independently obtain this data from reputable
publishers ng the invoice reconciliation process. lnstead, KPLC relies on the data provided by
fuelsupplie

Recom

KPLC sho subscribe to these international indices or rely on data from EPRA.

3. Reading

We noted the fuel cost formula contained in the PPA that the net electrical output was a key
component i the fuel cost invoice from the lPPs. We further established from a review of the
invoices lPPs that the control put in place to monitor this metric was meter reading which

by IPP and KPLC staff every last day of the month. Our review established thatwas done joi

there were i where KPLC staff did not sign off on the meter readings for some of the
tnvotces



o

o

o

o

o

o

a

a

o

o

O

o

Private and tial 131

IPP name lnvoice Month & Year.

Kenya and Lighting Company PLC
Forensic Report on Procurement and Use of Heavy Fuel Oils
August

Thika
Thika
Thika
Thika
Thika
Thika
Thika
Thika
Thika
Thika
Thika
Thika
Thika
Thika
Thika
Thika

f
f
I

May-18
Mar-20
Apr-20
May-20
Jun-20
Feb-21
Mar-21
Apr-21
May-21
Jun-21
Jul21
Aug-21
Sep-21
Ocl-21
Nov-21
Dec-21

.iLrit + r. li i-rirl llly'Ola!5 \', Il'l i ,:: illCtat,._:,:,lritrt:,

KPLC ensure that all meter readings are signed off by their representatives.

Management
ing of the PPA, FSA and discussions with KPLC and the lPPs, we ascertained that
recovery was based on pre-determined specific fuel consumption rates (SFC) for

ita.
From our
HFO fuel

power plants

2826 of April

each power nt. We established that the SFC rates are determined by the lPPs in their bids at
the time of rement of the power plants and these rates are not reviewed once the PPA is

ly, this means that the actual usage of HFO stocks is not relevant in thesigned.
dete of the fuel cost to be recovered from consumers. As a consequence, KPLC
exerctses mt I oversight over the stockholding of HFO at the lPPs

The PPA res each IPP to maintain adequate stocks to prevent instances of unavailability of
to lack of HFO stocks. This requirement was suspended through Gazette Notice
6 and reinstated in December 2021. We ascertained that while KPLC obtained

regular data from the lPPs they were not involved in stock verification at the lPPs through
counts done on a monthly basis. We noted that this was a lapse in the oversightdips and

mandate of in ensuring adequacy of stocks as per PPA provisions

Recom
KPLC should involved in the monthly stock dips conducted by the lPPs to ensure that the lPPs
have security stocks as provided in the PPAs.
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key task (i): To investigate any specafic noted cases of fraud and other
with a view to establishing the modus operandi of the fraud and

the responsible persons and parties

From our review of the procurement done for HFO in the scope period by the lPPs, we
established there were irregularities in the following tenders awarded to Gulf Energy:

Gulf Power 2014 tender
Triumph Power 2013 tender
Thika Power 2019 tender
lrregular extension of the 2013 Thika Power tender for 6 years

a. ular award of the Gulf Power 2014 tender

The PPA fo Gulf Power was signed on 17 December 2012 between Gulf Power Limited, Gulf
Energy Li and KPLC32. Following PPA signature, the financial closure processes and
construction mmenced. ln readiness for commissioning, Gulf Power initiated a tender process
for of HFO on 18 November 2013 through raising a tender document33. The tender
document s approved by KPLC in line with PPA requirements on 17 January 2014 following
which a notice was issued on 20 January 20143a by way of advertisement in the local dailies

95.

submission of 4 February 201435. These were Vivo Kenya, Gulf Energy and Kenol Kobil. The
tender was done on the same date and was witnessed by representatives from the bidding
companies, and Gulf Power

namely: Gulf Energy, Vivo Kenya, Kenol Kobil, Gapco Kenya and Total Limited
tender document. However, only three of the five bidders responded by the bid

the submitted bids was done by Gulf Power through an evaluation panel. The
the bids was done in three stages as follows:

a Preliminary examination

bmitted bids were verifled for any omissions, validity, and completeness of bid
letter of authorization / power of attorney. All were found to be in order

had been blacklisted or had their licenses withdrawn by any of the issuing
authority. were also found to have the following valid documents

Petroleum license issued by
the Energy
(ERC)

Regulatory Commission

Valid tax pliance
Pin ce
Certificate incorporation
NairobiCity lBusiness License

Five bidde
purchased

Evaluation
evaluation

The three
documents

None of the

32 Annexure 8:
33 Annexure 9:
3a Annexure 10
3s Annexure 11

ned PPA between KPLC, Gulf Energy and Gulf Power
Power tender document of 2O14

Gulf Power tender notice of January 2014
Gulf Power 2014 tender evaluation report

Vivo eneDescription Kenol Kobil Gulf En

Private and 132



o

Private and

Power site visit report of 7 February 2014

133

a

a

o

o

a

a

a

o

Kenya and Lighting Company PLC
Forensic Report on Procurement and Use of Heavy Fuel Oils
August

VAT of registration
Bid Secu

Table 44 f Pou.rer Prelrminary evaluatron for 2014 tender

Technical evaluation

were then evaluated using the qualification criteria in the tender document as

Annual T

The three
follows:

Dedicated
storage

in HFO Business
input capacity 

Fail

Pass
Yes

Pass
Yes

Pass

Yes

Yes

Pass
Yes

Pass

Yes

Yes

Table 45: t ,r

Proof of lity of supply
Valid &
contracts
Summary
(Pass/

We noted

Gulf Energy
Kengen, lbe
assessment
and subj

a. G

No
Road transport yes

faulted Kenol Kobil for using
storage reserve of 15,000M3

tank no. 267 lo serve Rabai Power which also
of 2.5o/o HFO. This meant that the only available

technical evaluation
Fail Pass Pass

', ,'.,',: te(h,tiCcll r.vrtl:t:tl, t., il,r .?r.t i.1 l,-,l,1el

the reasons provided forfailure of Kenol Kobil on the dedicated storage requirement

a
was due to a visit that had been conducted by Gulf Power on 7 February 201436 which showed
thatthe HFO storage capacity for the supplier did not meet the minimum dedicated threshold

n the Kenol Kobil bid, the supplier had indicated that they had a capacity of 31 ,101M3
no.267 with a capacity of 20,588M3 and tank no. 268 with a capacity of '10,513M3.

of 15,000Ms
through tan
The

o

team
required a
tank would no. 268 which was inadequate to meet the minimum requirement.

Vivo Kenya were assessed as having sufficient storage capacity despite serving
and Thika Power plants which also required a minimum reserye. ln our

criteria used to disqualify Kenol Kobil on the basis of storage capacity was unfair
due to the following reasons

15,
ulf Energy and Vivo Kenya did not also meet the minimum dedicated storage of
M3 if the same criteria was to be used evenly for all the bidders as follows:

Total capacity 31,101 54,510 33,702
Other the
Thika Power (15,000)
Rabai Powe (15,000)
Tsavo (Kipevu ll) - Vivo Kenya (15,000)

(15,000)Kengen
Kengen
lberafrica - Energy
Total

power plants contracts:
Gulf Energy
KenolKobil

| - Vivo Kenya
lll - Gulf Energy

reserve
Table 4€r: Anarly

36 Annexure 12

s of brdders foi the 20 L-1 Gulf Power tende,' aqzrrrst tlrt, capracity' cr itcrror-r

10,513

(14,000)
(15,000)

10,510 3,702

a

Description , Kenol Vivo enevobil Gulf E

Vivo enKenol Kobil Gulf Ene

Description Vivo Kenyaj Kenol Kobil Gulf Ene
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b. practice in the petroleum industry is that storage capacity is easily obtained through
lity agreements with other industry players since the facilities at Mbaraki, Shimanzi

a Kipevu terminals are shared.

KenolKobil also disqualified on the basis of lack of proof of availability of 2.0% sulphur HFO
since the was providing 2.5o/o sulphur HFO to Rabai Power. Again, this was a subjective
criteria the HFO is sourced from the same suppliers and the supply of 2.Oo/o sulphur is easily
achieved blending

We also
through

that there was an unfair attempt to discredit the financial strength of Kenol Kobil
ratio analysis by the evaluation team yet this was not an evaluation criteria

stipulated in
years

tender document. This is despite Kenol Kobil having higher revenue for the three
than both Gulf Energy and Vivo Kenya as follows:

, r',, 1i .'\-

2011
2012
2013
Total

Ranking

1,750,083,050
1,O59,438,717
1,033,065,993
3,842,587,760

i,i

595,724,857
570,772,511
955,156,931

2,121,6il,299

877.97
3

2,577,247,843
2,230,666,486

756,287,959
5,564,202,288

.)ill I1,,; (, r ' I I I,'

Financial evaluation

Kenol Kobil being disqualified on technical grounds, the financial evaluation was done for
the two re ng suppliers; Gulf Energy and Vivo Kenya. Gulf Energy being the lower of the two
bidders was recommended for award of the tender

Aco of the financial bids for the three suppliers shows that Kenol Kobil's price was the
lowest as

Quoted (usD)

'.;trl,: lil . i r;r r r ,: I t,. ,,,. lrtil.,tLtr,:,.i l.,l:l,l,t. r.j

818.80
1

867.55
2

I ,.t'rf

The Kenol price was cheaper than the Gulf Energy price by USD 48.75 per MT.

Response KPLC

Upon of the tender evaluation, the tender evaluation report was sent to KPLC for review
'l 1 March 2014. On 14 March 201437 , KPLC wrote to Gulf Power requesting for
r opening minutes and financial bids submitted by the bidders. Gulf Power

and approval
copies of
responded on 19 March 201438 and provided the requested information including the site visit

been used to assess the storage capacity of the bidders. KPLC further wrote on 24report that
March 20143s uesting for the Kenol Kobil technical bid. On B April 201440 and having reviewed
the supporting nts, KPLC wrote to Gulf Power indicating the following concems:

i. "You indicated in the evaluation report that the fuelto be supplied was confirmed to
be straight run despite agreement to remove this limitation from the tender documents

ii. The in the technical evaluation for dedicated storage used to disqualify Kenol
Kobil not a fair criteria and it is not possib/e to demonstrate. Currently most fuel

are supplying fuel to various customers from the same storage making it difficult

37 Annexure 13:
38 Annexure 14;
3s Annexure 15:
ao Annexure 16:

letter to Gulf Power dated 14 March 2014
Power response to KPLC dated 19 March 2014
letter to Gulf Power dated 24 March 2014
letter to Gulf Power dated 8 April 2014

Revenue (l.lSD) Kenol Kobil I Cutt Energy Vivo Kenya

Gulf En Vivo KenDescri Kenol Kobilon
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to availability of dedicated storage. We therefore consider access to storage
ownership, joint ownership or leasing to be sufficient

ilt. of the financial indicators (atios) used in the financial evaluation are minor
and should not be used to disqualify Kenol Kobilwho are currently listed on

the exchange."
Gulf Power
KPLC respo

back to KPLC on 11 April 201441 rebutting the grounds for objection raised.
on 29 April affirming their grounds for objection. This was followed by a meeting

held on 7 2014 between Gulf Power and KPLC where the above issues were discussed. On
9 Ma/2, K C wrote to Gulf Power confirming acceptance of the evaluation report and award to
Gulf Energy

"We hereby

However, the letter included the following reservations as follows:

our acceptance of the tender evaluation repoft and award of the tender to Gulf
Energy
in regard to

i.

However, we would like to express our reservations on the fueltendering process
following:
introduction of straight run which is not part of the tender documents approved by

This requirement will not be accepted in the future tenders unless agreed by
two pafties as provided for in the PPA.

il. is impractical to confirm availability of dedicated storage for any of the bidders since
y use the available storage to supply similar product to different customers. The

on which bidder has met this criteria or not is therefore, in our opinion,

were required to provide audited financialstatemenfs to evidence the criteria
out in clause 3.2(b) of the tender document. lntroduction of financial indicators in
evaluation process without disclosure to the bidders including what thresholds are

negates the principles of openness rn the tendering process.
We expect above issues to be addressed in the future fuel tenders for the power plant."

It is unclear KPLC ceded its ground despite raising reasonable concerns on the subjectivity
and unfai of the tender evaluation process

Following the pproval by KPLC, the FSA between Gulf Energy and Gulf Powerwas signed on 10
June 201443 FSA was for an initial term of two years with options to renew for three additional
one-year te The FSA was renewed for the three years and expired in August 2020

Conflict of concerns

We noted as at the time of the 2014 tender, Gulf Energy held 80% shareholding in Gulf Power
Gulf Energy also a party to the PPA signed with KPLC. This raises conflict of interest concems
in the award the HFO tender to Gulf Energy. lt is our considered view that the subjectivity and
unfairness in the evaluation process could have been a consequence of this conflict of
interest. lt is
oversight role

why this issue was not raised or considered by KPLC while exercising its
r the procurement process

ar Annexure 12:
a2 Annexure 13:
a3 Annexure 14:

Power response to KPLC dated 11 April 2014
letter to Gulf Power dated 9 May 2019

Iil.
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Qua of losses

We the potential loss incurred by electricity consumers from the use of expensive fuel
from Gulf E by comparing the same supply using the Kenol Kobil bid as follows:

.55 818.80 48.7s 60,035.15 2,926,713.56
l.ablt:49: F:, maled losses fronr rrsl a)r tlxpensr!'ri i,.rlf Enirrgy ilr( er. alt Gulf Power

1. We mend that action be taken against Gulf Power for the estimated loss of USD
2,926,7 3.56 including recovery measures.

2. Action be taken against KPLC staff tasked with oversight of the procurement process
for failu to protect interests of electricity consumers in the inegular award of the HFO supply
tender Gulf Energy.

3. EPRA KPLC should provide policy guidance on conflict of interest arising from parties to
the being vendors for supply of HFO

b. lrregul extension of the Thika Power 2013 tender

Background

Thika Power
operations in

ned a PPA with KPLC on 2 July 201244 and the plant began full commercial
2014.To prepare for commercial operations, the power plant floated a tender

after from KPLC and received bids on 8 February 201345 from five bidders namely: Gulf
Energy, Total
same date in

, Kenol Kobil, Vivo Kenya and Hass Petroleum. Bid opening was done on the
presence of representatives from KPLC, the bidders and Thika Power.

Tender

The eva team was set up and the five bids were reviewed. The bidders, with the exception
of Hass , were found to be technically responsive. Hass Petroleum was found
unresponsive ue to lack of dedicated storage in Mombasa, insufficient previous HFO experience,
and average ual tumover for 2008 to 2011 was below USD 500M

The financial uation of the remaining four bidders was conducted and Gulf Energy was found
to be the bidder as follows:

Quoted Price (usD)

The price by Hass Petroleum was USD 835.62 and was the second lowest price

The tender report was sent to KPLC for approval on 22 February 2013. After review,
KPLC the award of the tender to Gulf Energy. Consequently, the FSA between Thika

Energy was signed on 1 July 201346.

Ranking
Table 50: Com

Power and

aa Annexure 15:
as Annexure 16:
a6 Annexure 17:

rison of financial bids acr oss bidders for Thika Porver'2013 tender

of Signed PPA between KPLC and Thika Power
of Thika Power 2013 bid evaluation report
of 2013 FSA between Gulf Energy and Thika Power

831.79
1

868.30
2

850.90
3

898.s7
4

Kenol
Price

Volume supplied
inMT-C

Estimated Loss (USD)
SD -BUSD .A A-B -cGulf Unit Price Unit Variance

Gulf E Vivo KDescription Total Limited Kenol Kobil
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and
the FSA stipulated that the Agreement would commence from the Effective Date
for a period of twenty-four (24) months. Thereafter, the Agreement would be

August

lrregular
Section 3.3

a. Due to
energy

assessment.
in the Tsavo

Premium
Management
Fees

a7 Annexure 18:
a8 Annexure 19:
ae Annexure 20:
so Annexure 21:

automatical renewed on the same terms and conditions for two additional one-year terms. This
meant that FSA was supposed to lapse in July 2017.The Agreement commenced in July 2013
and was twice in 2015 and 2016. However, on 23 March 201747, the Plant Manager for
Thika Stephen Mwaura, wrote to KPLC requesting for an additional four-year extension of
the contract the following:

366,386.97 had the plant been dispatched at70o/o which was the dispatch rate at the
time of award

b. lt would a challenge to attract lower rates than those provided by Gulf Energy

From our of the FSA, we noted that Section 6.1 stipulated that the deliveries of fuel by the
supplier be dependent on estimates to meet power plant requirements based on dispatch
instructions KPLC. lt further stated as follows "Notwithstanding the foregoing, the parties
acknowledge that any such estimates shall in no event be deemed to be a wanan$ by the
Purchaser of fuel requirements under this Agreement." ln our view, this negated the argument
made by Th
we found it

Power that there was a 'quota' required to be met by the fuel supplier. ln any case,
be irregular for the power plant to be making a case to enhance the fuel supplier's

business the scope of the FSA. lt is also notable that there was no evidence provided by
Thika Power its letter to KPLC showing that market prices were unfavourable.

KPLC respo to the letter from Thika Power on 28 March 20'17 and declined to approve the
request for On 28 April 201748, Thika Power wrote a follow up letter to KPLC requesting
for a review its decision citing financial losses to Gulf Energy due to additional storage and
accrued for fuel stocks held for long due to low dispatch. On 5 May 20174s, KPLC
responded to Power and informed them that there was no provision in the FSA to support
the request.
further noted

, to avoid lack of fuel by the lPP, a two-year extension was granted. KPLC
the two-year period would be sfficient for a new FSA to be put in place. ln our

view, this exte of the FSA was inegular as it had no basis in the FSA. lt was also unclear why
Thika Power two years to carry out a procurement process while the initial process (in

within seven months.2013) was

We further a review of the prevailing market prices to ascertain the veracity of the
argument that FO prices would be uncompetitive had Thika Power floated a tender. For this
purpose, we the 2017 Tsavo Powefl tender which was carried out from February to July
2017. Our le for this was that this would have been the same time Thika Power would have
canied out its rement with a target of having an FSA in place by July 2017 which was the
expiry date of
costs and
assessed

dispatch of the power plant in 2015 and 2016 attributed to additional renewable
to the grid, the plant had only consumed 154,666.72MT of HFO against a

2013 tender. Since Tsavo Power and Thika Power would have different transport
that the other price indices were not determined by the fuel supplier, we only
premium, storage costs and management fee in an effort to have a like-for-like
were the premiums, storage costs and management fees quoted by suppliers
tender:

from Thika Power to KPLC dated 23 March 2017
from Thika Power to KPLC dated 28 April 2017
from KPLC to Thika Power dated 5 May 2017

52.55
15.50

66.88
24.70

70.50
26.21

36.50
9.00

59.00
10.50

48.50
11.50

Costs (USD) Gulf Total
Limited

Kenol
Kobil

R.H
Devani

Vivo Dalbit
E
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0.75 2.79 0.00 5.00
68.8 94.37 96.71 50.5

2561
ums quoted by bidders in the T:;avcr Power 2017 tender

8.96
78.46

4

9.17
69.17

3

45.00
67.97

112.97

above, it is clearthat there was no truth in the claim that Thika Powerwould have
get favourable market prices had they floated a tender in 2017. lt is also notable

The premiu
follows:

Premium
Overheads admin and storage
TOTAL

Taole 52: Pre rum and Overhead costs for Gulf Erreroy durrng 2013 Thika Power teqder

between the Gulf Energy fixed costs and the lowest bidder, Kenol Kobilwas USD

, storage and management fee charge by Gulf Energy in the 2013 tender were as

The
62.47.From
been unable
that Gulf E quote to Tsavo Power was cheaper by USD 4.17

of losses

We the potential loss incuned by electricity consumers from the use of expensive fuel
from Gulf E in the irregular two-year extension period by comparing the same supply using
the Kenol fix rate bid as follows:

112 50.5 62.47 71,068.12 4,4:!9,625.46
ated losses from use of expensrvc Gult Energy prices at Thrka PonrerTatrle 53: Estr

1. We that action be taken against Thika Power for the estimated loss of USD
4,439,625 including recovery measures.

2. Action
for fail
supply

be taken against KPLC staff tasked with oversight of the procurement process
ure protect interests of electricity consumers in the inegular extension of the HFO

to Gulf Energy

c. lrregu r award of the Thika Power 2019 tender

Following the of the 2013 FSA to 2019, Thika Power put out a tender notice through an

201$1, three
on 14 May 2019 after approval of the tender document by KPLC. On 11 June
bidders submitted their bids which were opened in the presence of their
, KPLC and Thika Power. The bidders were Gulf Energy, Total Limited and R.H

Devani.

s1 Annexure 22

Costs (USD) Gulf Vivo
Kenya

Total
Limited

R.H
Devani

Datbit
Ene Kobil

nol

Costs Amount USD

Gulf Fixed
Price (USD) -

A

Kenol Fixed Variance
Price (USD)- B

Volume supplied
in MT in the period
.MT

Estimated
(usD)
(A-B)'c

Loss

Private and

of 2019 Thika Power bid evaluation report
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Technical evaluation

team reviewed the three bids and disqualified rotal Limited and R.H. Devani on

T 70,000MT,
ins previous HFO experience and no arrangement for sourcing;and
R Devani - Average annualturnoverfor20l6 to 2018 below USD 250m, average annual

The
the fol

1.

2.

The
For
R.H
IS

d R.H
the

Financial

After disqua
financialeva

Quoted
Ranking

sales for 2016 to 2018 below 70,000MT, no dedicated storage in Mombasa and
HFO experience.

We found disqualification of Total to be subjective and unfair based on the following grounds:

a)T had been found to be responsive in the 2013 tender. tt is inconceivable that the same
team would find them to be unqualified in a subsequent bid;

b) wh Total did not have experience supplying HFO in Kenya, it could leverage on its
rience in its group experience in Africa being a multinational;

c)T I provided a support letter from Total Africa for supply of HFO from the Group. lt is
untrue that there was no anangement for sourcing including in the bid;

d) enjoyed a considerable market share in the petroleum industry and demonstrated its
of experience in the sector in its bid;and

e) bidder had been found to be technically responsive by all other lPPs in various
ments. For example, Total had the highest technical score in the 2017 Tsavo Power

bid

We also
grounds:

the disqualification of R.H. Devani to be subjective and unfair on the following

a. The demonstrated its experience in HFO by supplying Tsavo Power and Namanve
Plant in Uganda;

grounds:

Limited - No evidence of average annual HFo sales for 2016 to 2019 of

presented bills of lading demonstrating HFO sales of over 70,000MT;
rage, the bidder presented a lease agreement with Mbaraki Bulk Terminal Limited.

Devani also committed to enter into hospitality agreements should the need arise. lt
mon practice in the industry for storage facilities to be shared hence this is not a
ate ground for disqualification.

Devani was awarded the HFo supply tender in 2020 by Thika power after expiry of
months FSA awarded to Gulf Energy. lt is improbable that the bidder who had been

b.
c.

ad to be unqualified was found to be the most suitable in a space of g months.

of R.H. Devani and rotal bids, only Gulf Energy's bid was subjected to
is notable that Gulf had the highest bid price of the three bidders as follows:It

(usD) 634.72
3

r,t.tl Er,atlr.ratrrlr ari ll.ls i,rr il:k,t i--a)\,,:,r 2019 tr.ndtr

609.70
1

625.82
2

i-.sllg g;[ F1

The Gulf was higher than the lowest bid by Totat by USD 25.02.

We also that the prices stated in the evaluation report were mislead ing by giving the
impression the Gulf Energy bid was the lowest while it was indeed the highest. This was done
by failing to
comparing it
prices in the

the arithmetic errors in the bid and the erroneous VAT computation before
the amounts for Total Limited and R.H. Devani. Below was the presentation of the

report:

Descri Gulf En Total Limited R.H. DevanioIr
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Quoted + VAT (USD) 703.'.|1
1

707.25
2

725.95
3

The price plus VAT for Gulf Energy was USD 736.28. Durin g bid opening, Thika Power's
Country
had not

included a handwritten note in the bid summary ind icating that the prices quoted
been analysed and Thika Power was aware that future complaints could arise. This

implies that attendees of the bid opening were aware of the uncorrected errors in the Gulf bid.

KPLC

The bid eva report was submitted to KPLC for review and approval on 27 June 2019. On 7
August 201 KPLC wrote to Thika Power stating grounds for objection to the tender and
requesting an annulment of the tender process. There were further correspondences on 8
August 201 and 19 August 2019 where Thika Power was seeking an extension of the 2013 FSA
with Gulf to allow for retendering which was declined by KPLC. lnstead KPLC had advised
that Thika r seek spot purchases during the retendering period. On 23 August 2019, Thika
Power to KPLC requesting them to approve the award to Gulf Power on the condition that

Ranking
Table 55: Fr

they would
for retende
an extension
Power and tf

We

ancial bids + VAT for Thika power 2019 tender

sign an FSA for 6 months with an option to extend for a further 3 months to allow
On 13 September 2019, KPLC agreed to the award of contract for 6 months with
3 months to allowforthe retendering process. The FSAwas signed between Thika
Energy on 18 November 2019 and ran for 6 months with no extension.

of losses

the potential loss incuned by electricity consumers from the use of expensive fuel
in the 6-month period by comparing the same supply using the Total bid price asfrom Gulf

follows:

Tal;le 55

634. 2 607.70 2s.o2 2,992.02 74,860.34
ated losses frorn use ol er:pensive Gulf Energy prices at Thrk.r por,^,,ttr-

1. We that action be taken against rhika Power for the estimated loss of USD
74,860.34 i recovery measures.

2. Action be taken against KPLC staff tasked with oversight of the procurement process
for failure
tender to

protect interests of electricity consumers in the inegular award of the HFO supply
Energy

d.! award of the Triumph Power 2013 tender

signed its PPA with KPLC on 14 June 201252 . Upon completion of the constructionTriumph
and in prepa for commencement of operations, the IPP began the procurement process for
a HFO suppl in 2013. Through a tender notice advertised in the Daily Nation newspaper,
Triumph
2013 and

invited bids from prospective suppliers. The bids were received on 4 November
opening was done in the presence of representatives from the bidders, KpLC and

Triumph

s2 Annexure 25

-' Total LimitedDescri lr)n Gulf Ene R.H. Devani

Gulf Prir:e
(usD) - A

Kenol Fixed Variance
Price (USD)- B

Volume supplied
in MT in the period
.MT

Estimated
(usD)

Loss

A.B c
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Tender uation

We did not
limitation

noted that
Petroleum

receive the bid evaluation report from Triumph Power and have included this as a
scope. However, we managed to receive the actual bids from the four supplies who
in the tender namely: Vivo Kenya, Gulf Energy, Kenol Kobil and Hass Petroleum. We

umph had awarded the tender to Gulf Energy despite Kenol Kobil and Hass
uoting lower prices as shown below

Quoted
Ranking

Table 57: Pr

The
usD 36.58

(usD) 899.06 907.36
34

.1rc-rted by bidclers rn t-(, irirnrpir Power 201-J terrLir:r

862.48
2

855.0720
1

Withoutthe evaluation report, we were unable to assess the grounds for the disqualification of
for Kenol Kobil and Hass Petroleum. However, based on our assessment of the
that Kenol Kobil should have been considered for award on the following grounds:

the lower
bids, we

nstrated experience in HFO supply - the company was supplying Rabai Power at
the

2. Fina capacity - Kenol Kobilthrough its financial statements sfficiently demonstrated
its capacity to undertake the supply of HFO to Triumph Power;and

3. - The bidder demonstrated storage capacity through leasing agreements. ln any
the custom in the industry was that storage was a shared resouroe and so would not

be grcunds for disqualifi cation.

between the Gulf Energy bid with the Kenol Kobil and Hass Petroleum bids was
USD /8.99 respectively.

grounds for qualification for Hass since they did not have considerable
HFO supply

6 862.48 36.58 49,493.74
ated losses from use of expensrve Gulf Energy prices at Tr-iurnph Power

1 ,810,481 .01

s3 Annexure 26 Letter from KPLC to Triumph Power dated 17 January 2014
s4 Annexure 27 Extract of Signed FSA between Gulf Energy and Triumph Power

,|

KPLC

Triumph submitted the evaluation report to KPLC for review and approval on 9 January
2014. On 17 nuary 201453, KPLC responded stating that it concurred with the decision to award
the HFO tender to Gulf Energy. Following this approval, an FSA was signed between Gulf
Energy and ph Power on 4 March 201454 for a period of two years with an extension of an
additional years.

of losses

We the potential loss incurred by electricity consumers from the use of expensive fuel
from Gulf
Kobilbid

in the four-year period of the FSA by comparing the same supply using the Kenol
as follows:

We did not
experience

Table 58

Descriptic n Gulf Ene y Vivo Kenya Kenol Kobil Hass Petroleum

Gulf Price
(usD) - A

Kenol Price
(usD) - B

Variance
(usD)

Volume supplied
in the period - MT

Estimated
(usD)
(A-B)"C

Loss
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Recom

1. We that action be taken against Triumph Power for the estimated loss of USD
1 ,910,

2. Action

01 including recovery measures.

ld be taken against KPLC staff tasked with oversight of the procurement process
for fa to protect interests of electricity consumers in the irregular award of the HFO supply
tender to Energy.

Recomme

Based on above findings on the inegularities noted in the procurement of HFO across the 3
lPPs, we the following additional measures:

1. The evaluation process should be enhanced by having independent observers
from EPRA and/or the Consumer Protection Department of the Competition

of Kenya (CAK) to sit through the evaluation discussions. The observers would
their own independent report on the conduct of the evaluation;

process from KPLC following completion of tender award should be
en through appointment of a third-party procurement expert to independently

the procurement process leading to the award and provide a written advisory to
for consideration prior to their decision on the tender award.

3. The approval by KPLC should be made by a Special Committee formed to review
HFO nders and which should comprise senior KPLC management and representation in
the of procurement specialists from the Supply Chain Department. This Special

ittee should report directly to the KPLC Board of Directors.

then
2. The
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s.10 Specific Key Task fi) - Establish procedures for assessment and
of technical specification, physica! completion and price

of each Fuel Supply Agreement (FSA) in the selected
ntative sample.

Findings

The process ensures that the technical specifications are adhered to by the Fuel
Suppliers batches are received by the power plants, samples are extracted from therein and

the acceptance ofthe batches.tested
The pricing lae provides for the competitiveness among the FSAs however the variables vary
from one
the plant.

to another based on the time of onboarding the fuel suppliers and also location of

Recom s

1.A
of

sheet should be included as part of the tender document where the specifications
HFO for each fuel supplier are clearly indicated to assess for any departure from the
technical specifi cation.

2. Biddi forms should be introduced so as to standardise the bids from different suppliers
toe price competitiveness.

3. The schedule should be in a standard format to be filled by each supplier so as to
uniformity in price quotation.

4. Any i noted during the tender opening such as difference in technical specifications
or other material issue likely to affect the outcome of the tender evaluation should be

noted in the minutes of the opening ceremonies.
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5.11 Specific Key Task (k) Establish whether adequate systems are in place to
pricing of HFO as per the respective FSA and PPAs.

ngs

We esta that, based on the computations by the lPP, KPLC and the auditors, each
revealed variances in the final HFO price. Even though KPLC also had variances, we
to obtain evidence showing that credit notes and/or debit notes were issued for the

vanances.

There was
regards to

no evidence to indicate that KPLC had put in place measures or raise alarm with
recurrent variances in the final computed prices for the HFO invoices.

A summary the recomputed variances is as below:

were u

o

This su table highlights the finding that KPLC, the lPPs and fuel suppliers have not fine-
tuned their to eliminate or reduce the frequent differences in the invoice values
generated supplies to lPPs

, r:i-,: i l ,l i:lilar-l :;r'l

r", f il.irl .',',,,it i-)t,lilli,..ttlil:r(e pfi IirP'i -:i .r t,li: 60 . li . ir;

o

1. KPLC, lPPs, and HFO fuel suppliers need to establish a mechanism to fine-tune the
on of the value of fuel invoiced to lPPs to reduce and eliminate the variability of

what charged for fuel
2. KPLC to implement a work plan and SOP between KPLC, IPP and HFO suppliers

and it is followed with an accountability mechanism to prevent potential loss through
nt or underpayment for fuel supplied to lPPs due to needless variations.

Kenol
Kobil Gulf Enerqv Dalbit RH Devani

Vivo
Enerqv Tota!(USD)

Tsavo Powr rr Ltd (187.879.50) (187.879.50)

Gulf Power _td 102.s78.86 (3.86) 102.575.00
Rabai Powe 187.70r Ltd 187.70
Triumph Po ver Ltd (36,480.80) (36,480.80)
TriumPh Pot ver Ltd (2.066.46) (2.066.46)
Thika Powe Ltd (7.842.26\ 8.278.65 436.39
lberafrica Pr rwer 7,477.96 26.50 7,504.46
lberafrica Pr wer (183,491 .61) (183,491.61)

Details KenolKobil Gulf Energy Dalbit RH Devani Tota!(USD)

Tsavo Powe Ltd (5e0.84) (5e0.84)

Gulf Power I td 102,904.90 102,904.90

Rabai Power Ltd (47,109.95) (5,577.88) (52,687.821

Triumph Pov er Ltd (21,950.57) (21,950.57)

Triumph Pou er Ltd (12,362.43) (12,362.43)

Thika Power Ltd '19.87 10.86 30.73

Thika Power Ltd 909.43 909.43

lberafrica Po ver 1,066.81 1,066.81

lberafrica Po, ver (432,495.67) (432,495.67)

o
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whv !y HFO Pricing is Different for each lPPs

to the Analysis

nsive analysis in sections 1.2 above on HFO pricing components, this TOR titled
Fuel Supply Agreements including the Pricing Structure and application of

benchmarks including Platts FOB, World Scale lndex and Average Freight
taps into the findings that there is wide variability of each of the elements in the

HFO Price ula.

The Audit that the FSA pricing formula was applied for all open tenders undertaken by
pricing elements to be mapped against the HFO pricing model to determine
nd price per MT of the HFO procured and supplied to lPPs.

lPPs. This bled all

b) ry of Findings on HFO Price Elements and lndices

The HFO formula is structured as;

HFO PRICE = (A+B+G+D+E+F)

Where A is ; B is Premium; C is Sea Freight; D is local Transport; E is Taxes, Duties, and
Levies and F Overheads.

Platts: All constituent elements for determination of the price are derived or obtained in a
manner as per industry norms, PPA, and FSA terms of the contract. Platts changeuniquely defi

daily and
fuel bought
By this fact
different

the total cost a

why HFO
since the

Sea Freight:
process. Sea
Premium, the

will be different if loaded on different dates.

Premium:
competitive

premium, or profit, is a unique quote made by the fuel supplier during the
the for the supply of HFO to an lPP. This quote for premium is also unique to a

particular for each lPP. Since the premiums are different for each winning tender, again this
means that each cargo delivery, the unit price will not be the same when HFO price (P) is
computed as the FSA formula for different lPPs even when delivered the same month.

to the supply and demand of HFO in the international market. This means that
will have different Platts from fuel bought the next trading day or the day prior.
no two fuel cargos can have the same delivery price based on the use of the

applicable for the days when the fuel was bought. This is one reason that explains
prices for different lPPs cannot be the same even when landed in the same month

Freight, as used in the price formula, is derived from the competitive tender
ht is different for each winning bid as quoted by the fuel suppliers. Similarly, to
of a uniquely different sea freight figure in the price formula renders the price to

be different each cargo that is delivered to different lPPs even within the same month.

Local Trans
This figure is

rt varies from Mombasa to the destination of the IPP depending on the distance.
competitively by the fuel supplier during the tender process. Similarly, to the

other pa cited above, the different freight numbers used by different fuel suppliers make
the HFO price from one IPP to another during the same month.

Overheads:
peculiarities
quoted in the
landed price

dollar value of overhead costs is quoted during the tender process. Due to the
the operations and setup of the different fuel suppliers, the overhead costs as

are different which gives rise to differences in the total price computed for the
HFO fuel.

Taxes and are applied proportionate to the value of the fuel cost and will always be of a
similar ratio fo

o

Private and

fuel purchases.
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The diffe in the value of even one of the above parameters will cause differences in prices
for landed I in USD/MT. However, when all of these six (6) different parameters are at play for
different ca delivered for different lPPs even within the same month, it means the combined
permutatio of the six parameters will result in different unit prices for fuel delivered to different
lPPs by fuel suppliers in the same month. This is the reason why unit prices for all landed
cargos are and are unique for each delivery and to each lPP.

Recomme

KPLC to conectly apply the HFO fuel formula and PPA Power invoice formula for each IPP
each month
from each I

ensure correct computation of fuel prices for each IPP and correct power invoices
to KPLC. where there are differences with IPP computations, these should be

power tariff and it influences the Merit Order for that particular month.

reconciled i mediately and debit and credit notes exchanged. Without a doubt, the power tarifb
will be d for each IPP due to dffierences in the factors in the HFo price formula and
differences
reflected in

the factors in the power formulae for each lPP. This is the amount that will be

Private and 146
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5.12 Specific Key Task (!i ldentify weaknesses which impede good
ance, for example, adequacy of resources, lack of equipment and

petence and identify areas of improvement on the oversight role

KPLC nizational Structure

KPLC has a organizational structure evidenced by the organogram highlighted below
The com s main functions are conducted by 10 divisions. Each Division is headed by a
Regional M nager, who reports to the General Manager in charge of regional coordination and
each I Manager provides support to and reports to the Managing Director and the CEO

The depa
formalcom

Authority at
o

Power Plan and Purchase Department

at KPLC have a clear hierarchy and are characterized by a well - organized and
and control structure.

PLC is centred at the top and information generally flows from the top down. lt has
I charts for every division which reflects the decision-making process in each division.

mmendations from the Task Force report, KPLC set up an independent Power
Purchase Department that is mandated to effectively manage and monitor the

Following
Planning
impleme of all Power Purchase Agreements (PPAs) and Fuel Supply Agreements. (FSAs).

Forer Plaannr8' &
Pulclu*

trora? Ar'th.r
Olv.

i&ffi..""
Cdltraai

lraaraatDant
teafon

;ri,;rrr,

The PPAs act the primary contract between KPLC and the independent power producers. PPAs
are used as nt and financing tools

The FSAs act the primary contract between the lndependent Power Producers and their fuel
suppliers.
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is mandated to ensure that the lPPs comply with the provisions of the PPAs and
hey are mandated to oversee that the lPPs comply with the operating and dispatch
maintenance, and restoration of machinery.

The de receives a daily inventory from the lPPs, and it ensures that the lPPs maintain the
required stock level. They oversee invoicing and payment to ensure that all necessary
documents
payment.

attached and that the correct amounts are forwarded to the Finance Division for

From the it of the PPP department, the following was established that:

i. The in the Power Planning and Purchase department had mostly technical qualifications
ng, rather than all the required diverse skills such as finance, legal, procurement

which required to provide oversight on the procurement of HFO. A team comprising of
ls with various diverse skill sets offer expertise that would ultimately strengthen the

and planning department in the management and enforcement of the PPAs
and

Staff in the department

tn

7654
Erastus Mugendi
Kiruja

2111111988

Bachelors of Science in
Electrical Engineering.
Engineers Board of Kenya

13861
NaomiWaithera
Gichuhi

011o111994

Bachelors of Science in

Electrical Engineering.
Engineers Board ol
Kenya.
Masters of Arts.
Secondary School
Certificate

13870 Jeremiah Kiptoo Too 1011211994

Bachelors of Science in
Mechanical Engineering.
Secondary Certificate.

14601
Boniface Kamanda
Kinyanjui

011o712019

Bachelors of Science in
Electrical Engineering.
Engineers Board ot
Kenya.
Masters of Science.
Secondary Certificate.

14614
Everlyne Susan
Ombuya

o311219999

Bachelors of Technology
in Production Engineering.
Engineers Board of
Kenya.
Secondary Certificate

14979
Kennedy Musungu
Nengo

o'Uo712019

Bachelors of Science in

Electrical Engineering.
Engineers Board ol
Kenya.

Start Date Branch of StudyPersonnelllumber Names
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Masters of Business
Administration.

15075 John Mwangi lhuthia 19/10/1995 Bachelor of Commerce in
Accounting.
cPA(K)
lnstitute of Certified Public
Accountants

15401 Christopher Lukhwili
Shibuyanga

9891111 Bachelors of Science in
Mechanical Engineering.
Engineers Board of
Kenya.
Secondary School
Certificate.

15699 Leo Onyango Angira 04t11t2002 Bachelors of Science in

Electrical Engineering.
Engineers Board ol
Kenya.
Secondary Certificate.

16246 John Keru Mwangi 141121',t978 Masters of Science in
Energy Technology.
Bachelors of Science in

Mechanical Engineering.
Engineers Board ol
Kenya.
lnstitute of Engineers in

Kenya.
Secondary Certificate.

16649 Michelle Paula Akute 01t0111997 Bachelors of Science in
Electrical Engineering.
Engineers Board ol
Kenya.
Secondary Certificate.

16884 Nabaala Ronda Amos 01/01/1995 Bachelors of Science in

Electrical and Electronic
Engineering.
Engineers Board ol
Kenya.
Secondary Certificate.

17293 OndabuJoswhite
Maragia

01/01/1998 Masters of Engineering in

Nuclear Power Plant.
Engineers Board ol
Kenya.
Bachelors of Science in
Mechanical Engineering.
Secondary Certificate.

Start Date Branch of StudyPersonnelltlumber Names
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17526 SamuelOuma Opana 01t0112002

Bachelors of Science in
Electrical and Electronic
Engineering.
Engineers Board of
Kenya.
Secondary Certificate.

17555
Stariko Nyakora
Nyamori

0 1 t0 1 I1 999

Bachelors of Electrical and
Electronic Engineering.
Masters of Engineering in
Power System
Engineering.
Secondary Certificate

'18209 Fredrick Mutie Kitau 01to1t2001
Engineers Board of
Kenya.
Secondary Certificate

Benard Kiprotich
Cheneket

01to112004

Bachelors of Science in

Mechanical Engineering.
Engineers Board ol
Kenya.
Secondary Certificate.

182',10

Bachelors of Science in

Mechanical Engineering.
Engineers Board ol
Kenya.
Secondary Certificate.

182',t2 Anderson Ajore Osedo 01to1t2002

01to1t2003

Bachelors of Science in

Mechanical Engineering.
Engineers Board ol
Kenya.
Secondary Certificate.

18214
Margaret Ntangenoi
Letiyan

Bachelors of Engineering
in Mechanical Production.
Engineers Board of
Kenya.
Secondary Certificate.

18216
Jason Kemboi
Chemitei

0'll0'112004

Bachelors of Science in
Mechanical Engineering.
Diploma in Management -
Business Management
Option.
Engineers Board of
Kenya.
Executive Certificate in
Managerial Skills
Development.
Secondary Certificate

18220 Sydney Wafula Munika 0'U0112002

Branch of StudyStart DatePersonnell{umber Names
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ii. The r Planning and Purchase department is divided into two divisions; The Power
Planning Division and the Power Purchase Division. We noted that the following
in the Power System Planning Division were not operational at the time of the audit.

a) LCPDP Coordinating Unit Section.
b) Demand Planning and Forecasting Section.
c) Energy Planning section.
d) Meteorological Sub section.
e) Generation Planning Sub Section.
0 Transmission Planning Sub Section.
g) Distribution Planning Subsection.

It was also
operational.

that the contract management team in the Power Purchase Division, was not

Tender Rev Committee

The initial of the procurement process of HFO by the lPPs was conducted by an ad hoc
committee th
and approval

handled the entire procurement process and approvals. This included, the review
the draft tender document, attending the tender opening, review and approval of

the report. The selection of ad hoc committee members was done by the Chief Engineer
of the Energy

18301 Julius KilonziCharles 31112t2004

Bachelors of Science in

Electrical and Electronic
Engineering.
Engineers Board ol
Kenya.
Masters of Science in
Electrical and Electronic
Engineering.
Secondary Certificate.

18453
NeMone Orondoh
Munyolo

19t12t2008
Bachelor of Arts.
Secondary Certificate

18454 Joseph Kairu Mwangi 3111212002

Bachelor of Arts.
CPA Course.
Secondary Certificate

18455
Betsy Chepkemoi
Langat

2120033111
Bachelor of Finance.
Secondary Certificate

18456
Felister Nabwire
Mukuri

3111212001
Bachelor of Arts.
Secondary Certificate.

18459
Batistar Mwangi
Kingori

3111212003

Bachelor of Arts.
Masters of Science in
Economics.
Secondary Certificate

92474
Regina Kaari
Nahashon

0110112000

Diploma in Secretarial
Services.
Secondary Certificate.

Start Date Branch of StudyPersonnel Number Names

a
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The ad committee lacked expertise such as procurement which is key with respect to
overseerng approving an entire procurement cycle at the various lPPs . These inadequacies
would deem
procedures,

the process inefficient as they failed to identify some critical lapses in procurement
as; the use of technical and financial combined scores during evaluation rather

than the I basis which is standard in the procurement of goods. They could not also provide

appropriate on the tender document form and the evaluation criteria which as detailed in
the section were vague and at times, the process was subjective

The in charge with the procurement process include:

Table 62: List

The tender
Business

f Acl lr,rr- crirttr-rrrttee membet-s

committee was established following a resolution by the General Manager,
and his team. The tender review committee is a multi-disciplinary function and

The

its purpose to handle the task of implementing the matters related to the procurement of Heavy
FuelOil( ) in accordance with thermal independent power plant's PPAs

of the tender review committee include:

a.T , recommend, modify and/or approve tender documents for HFO procurement
n the PPAs timelines.

To attend and witness the tender opening of HFO procurement
To , approve, or dispute the tender evaluation report and the selected proposed

supplier within the timelines stipulated under the PPA.
To , recommend, modify and/ or approve the proposed Fuel Supply Agreement

n the PPAs timelines.
To review and approve proposals from the lPPs on changes in fuel pricing formulae
a from changes in law or tax

The of the tender review committee include

Table 63: List Terrcler Committee rnembers

The tender committee ensures that the independent power purchasers (lPP) have followed
the procurem process in accordance with the power purchase agreements. The committee
reviews the documents and provide comments at every stage of the procurement process

b.

c.

d.

e.

1 John lhuthia General Manager
2 Susan Ombuya Chief Engineer
3 John Keru Senior Engineer
4 JoelKipkemei Assistant Engineer
5 Joswhite Maragia Assistant Engineer
6 Fredrick Mutie Assistant Engineer

Assistant Engineer7 Joshua Taiko

1 BonifacelKinyanjui Chief Engineer Power systems Planning Chairperson

Member2 Joseph (airu Planning officer ll Business strategy

Chief finance officer Finance Member3 Daniel Nluguna

4 Bernard ftotich 4th Assistant Engineer Standards Development Member

Energy Purchase Member5 JoelKip(emei 3d Assistant Engineer

6 Peter Mr.{chori Supply chain officer I Supply chain, Procurement Secretary

No. Name Position

POSITIONDesignation DepartmentNo Name
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The tender committee has so far reviewed the procurement process of two lPPs, namely
Rabai in 2022 and lberafrica Power in 2021. The committee reviewed the entire

process for both power plants and made recommendations at each stage of the
process.

The tender committee works closely with the following departments

chain & Procurement
Systems & Planning

Strategy
Ene purchase

The Taskforce report gave recommendations for the lndependent Power Purchase
department reflect KPLC's commercial status. The implementations have been discussed and
operational on paper. This is evident by the existence of the departmental structure of the PPP
department;
of the Task

, the department should fully operationalize all sections as per the directives
orce Report.

1

2
3
4
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Specific Key task (m): Assess whether appropriate controls are in place
or detect materia! irregularities

August

5.13
to

We have
Stock Ma

not detail

considered.
R.H. Devani

i. Procu

The for procurement of HFO including the controls and oversight mechanisms are
included in PPAs. From discussions with the KPLC and the lPPs, the PPA is considered to be

enough hence the lPPs do not have intemal procedures supporting HFO
However, in our view, the applicable procurement rules in the PPA are brief and do
specific procurement procedures and processes to be followed by lPPs in the

our findings on this ToR in three key themes namely: Procurement, Pricing and

were positive measures that helped bring on board new HFO vendors such as
were able to provide competitive prices

procurement HFO

The PPA
the utility

KPLC to maintain an oversight role in the HFO procurement process. To do this,
us that it had an ad hoc HFO committee set up to review and approve matters

conceming
provided by

nt of HFO by the lPPs. We reviewed some of the committee minutes
but noted that they were all recent. We could therefore not confirm that the

committee been in place for all procurements conducted in the review period

From our ing of the PPA and correspondences with lPPs, we noted that KPLC is involved at
the following in the procurement process:

of the tender documenta)

From our revi of the various procurements done by the 6 lPPs in the review period, we noted
actively involved in the review and approval of the tender documents prior tothat KPLC

While the documents were fairly standardized across the lPPs, we noted that KPLC

suggested nal value adding changes such as relaxing the requirements around annual
turnover, dem HFO delivery experience and allowing experience from across Africa to be

Nevertheless, noted several gaps in the tender documents as noted below.

re is no standard tender document for HFO. Each IPP has its own format of tender
uments based on their own business requirements.

to the tender documents are made often due to lack of a data sheet, which
CA be customized for the specific tender.

documents comprising the bid are listed in the tender documents, which are
su posed to be submitted as part of the bid. However, it lacks a section on evaluation

tv

qualification criteria.
tender documents lack Bidding Forms, which Bidders will use to prepare their bids
submit in a standardized format for ease of evaluation and comparison.
price formula is supposed to be used by each bidder to ensure that all bidders

the required indices for evaluation. However, some bidders don't follow each

t.

il.

Iil.

V

Private and
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1.K C should develop procurement guidelines in line with the PPA that direct the lPPs on
specific procedures to be followed in HFO procurement.

tender document for HFO procurement should be developed and adopted by
lPPs.
sheet should be included as part of the tender document.

evaluation and qualification criteria should be properly defined in the tender

ing forms should be introduced so as to standardise the bids from different suppliers.
price schedule should be in a standard format to be filled by each supplier so as to

uniformity in price quotation.

b) opening

We establ
to the bid

that as per the provisions of the PPA, KPLC is required to send a representative
ng @remony for all HFO tenders. This was done consistently across all the

procureme reviewed and adequate records of the minutes are maintained. Bid opening is also
done in the of representatives from the bidders which also enhances transparency in the
procureme process. We also noted that bid prices are read out during the bid opening and the

are captured in the minutes. This control also enhances openness and transparency.quoted

2.

3.

4.

5.

6.

A
al
A

While we
there was

not identify any control or oversight gaps in the bid opening process, we noted that

the bid openi
Gulf Energy,

for improvement in the issue of correction of errors in the prices announced during
This was noted in the Thika Power 2019 tender where the lowest quoted bidder,

actually the highest bidder but their price build-up contained arithmetic errors
While we that a handwritten note had been included in the minutes, this was not sufficient
as the issue ld have been formally noted in the bid opening minutes and signed off by the
attendees i KPLC representatives. This would have allowed for the matter to be properly
tracked and during the no-objection process by KPLC

Any issues during the tender opening such as arithmetic errors or any other material issue
likely to
opening

the outcome of the tender evaluation should be formally noted in the minutes of the

c) and approval of the tender evaluation report

The of the PPAs require KPLC to review and approve the tender evaluation report within
7 days. We
grounds:

that the PPAs allows KPLC to object to the award of tenders on the following

1) That cost passed through to KPLC would not be the lowest cost which KPLC could be
ex to pay in the light of compliant tenders received by the Seller.

proposed fuel supplier lacks the necessary financial and technical capability to
its obligations under the proposed fuel supply agreement.
terms in the proposed fuel supply agreement are prejudicialto KPLC's interests

2) That
perfo

3) That
under

4) That
incom

agreement.
performance of the proposed fuel supply agreement shall be or become

ble with any legal requirements.

o
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5) the Seller, in preparing the fuel tender evaluation report, has erred in its assessment
of , or acted fraudulently or negligently

From our of the procurement done across the 6 lPPs, there was only one instance where
this right. This was in the HFO supplier tender for Triumph Power in July 2019KPLC

where it wa
established

noted that the initial price quoted by Total Limited was to be amended. We also
KPLC initially raised objections to the 2015 Gulf Power tender and 2019 Thika

Power r but later acquiesced to the lPPs position despite raising valid issues on the
subjectivity the tender evaluation. KPLC did not object any of the other tenders including the
Triumph 2013 tender that had irregularities. ln conclusion, we found that the oversight role

o of KPLC on
consumers

The FSAs
applicable.
one-year
FSAs was
renewals
we noted

extension on
to review the

amended to
contract.

of the

is particular issue was ineffective. The controls in place to safeguard the interest of

clauses that stipulate the term of the agreement and the extension periods
of the FSAs reviewed were for two years with possibilities for extension for two
The PPA required renewals to be approved by KPLC though the wording in the
they would 'automatically renew'. This limited KPLC's role in ensuring that the
subject to satisfactory performance by the fuel supplier. ln the tenders reviewed,
instance where the term of a fuel supplier was inegularly extended beyond the

conditions for the renewal such as evidence of satisfactory performance of the

will be required to provide sfficient evidence to demonstrate effective performance
by the fuel supplier.

us those of fuel suppliers and lPPs were also lacking. The recommendations to
rectify these have been detailed in specific key task (b) above.

d) of the FSA

Upon I for award of the tender to the winning bidder, the PPA requires the IPP to prepare
a draft FSA review and approval by KPLC. We noted that this control was being implemented
welland KPLC raised comments on the draft FSAs prior to approving them for signature

e) of the FSA

contractual rm in the FSA. This was the extension of the Thika Power 2013 tender awarded to
Gulf Energy the lapse of the contractual date, the IPP sought a further four-year extension.
KPLC a them to extend for a further two years without due regard to the implications of such

a
cost prices charged to consumers. We therefore concluded that there was need

ate of KPLC in the renewal/extension of FSAs.

dations

The FSA on automatic renewal of the agreement after expiry of the initial terms should be

The oversig le of KPLC in the renewalof FSAs should be expanded to a no-objection process
where the

Any exte of the FSAs beyond the contractual limits should be approved by EPRA.

ia. Pricing

The pricing HFO is defined in the PPA and the FSA respectively. Costs can be broken down
into three
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Fixed costs from the supplier - These include supplier premium, storage,

overheads, management fees and transport costs. These costs are maintained
throughout the life of the FSA and are based on the winning bids from the fuel
suppliers.
Variable costs - These are costs that change on a daily basis and are derived from
international indices such as the Means of Platts and AFRA.
Taxes - These are updated based on changes communicated by the regulator
EPRA arising from government policy.

Controls in ng are effected in the following ways

h the use of standard formulae in the PPAs and FSAs
pricing focussed on checking the accuracy and completeness of the formulae
FSAs and PPAs. This included the recomputation of several of the fuel supplier

revtew
FSA formula) and power invoices from the IPP to KPLC (for the PPA formula). Our
that the formulae were applied consistently across the lPPs.

2. reconciliations done by the KPLC power purchase team prior to payment
of

1. Th
Our review
stipulated in

tnvotces

From our d
with
received
KPLC team
those of the
as at the ti
that the va

tnvotces

Thika Powe
Thika Powe
Thika Powe
Thika Powe
Thika

of this report, we had not received copies of these debit or credit notes to confirm
had been resolved. We had included this a limitation of scope.

As part of reconciliation process, we noted that there was a gap in the oversight from KPLC for
the indices where KPLC does not independently obtain this data from reputable

the invoice reconciliation process. lnstead, KPLC relies on the data provided bypublishers d
fuel suppl

KPLC subscribe to these international indices or rely on data from EPRA

3. reading

We noted the fuel cost formula contained in the PPA that the net electrical output was a key
component the fuel cost invoice from the lPPs. We further established from a review of the

the lPPs that the control put in place to monitor this metric was meter reading which
was done by IPP and KPLC staff every last day of the month. Our review established that
there were where KPLC staff did not sign off on the meter readings for some of the
tnvotces Examples are as provided below

from the lPPs.
with KPLC, we established that the power purchase team has been tasked

ng monthly reconciliations upon receipt of power invoices from the lPPs. We also
of these reconciliations in the form of spreadsheets showing works from the

review noted that there were some variances between KPLC's computations and
. According to KPLC, these were resolved through debit or credit notes. However,

May-18
Mar-20
Apr-20
May-20
Jun-20

IPP name lnvoice Month & Year
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Thika
Thika
Thika
Thika
Thika
Thika
Thika
Thika
Thika
Thika
Thika

lt ltt I}r r r ', , . ,,, tli, "

Feb-21
Mar-21
Apr-2'l
May-21
Jun-21
Jul21
Aug-21
Sep-21
Oct-21
Nov-21
Dec-21

iir;rr ()lr i)lt lIt(,ta,t i,t;Ilt.t,t,,

r
I
I

r a itl,r 5,1 Sa

KPLC ensure that all meter readings are signed off by their representatives.

aii. Stock
From our
HFO fuel

nagement
of the PPA, FSA and discussions with KPLC and the lPPs, we ascertained that

recovery was based on pre-determined specific fuel consumption rates (SFC) for
each power we established that the sFC rates are determined by the lPPs in their bids at
the time of of the power plants and these rates are not reviewed once the PPA is
signed.
determi

lly, this means that the actual usage of HFO stocks is not relevant in the
of the fuel cost to be recovered from consumers. As a consequence, KPLC

exerctses m I oversight over the stockholding of HFO at the lPPs.

The PPA res each IPP to maintain adequate stocks to prevent instances of unavailability of
power plants

2826 of April
to lack of HFo stocks. This requirement was suspended through Gazette Notice

regular
016 and reinstated in December 2021. We ascertained that while KPLC obtained
data from the lPPs they were not involved in stock verification at the lPPs through
counts done on a monthly basis. We noted that this was a lapse in the oversightdips and

mandate of in ensuring adequacy of stocks as per PPA provisions.

KPLC should involved in the monthly stock dips conducted by the lPPs to ensure that the lPPs
have security stocks as provided in the PPAs.
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6 Con usion
The
Plants
recommend that the management of KPLC and relevant stakeholders of the electricity generating
industry the necessary steps to ensure that the recommendations are implemented as below

a C in consultation with the lPPs should develop standard procurement guidelines for
H since there are clear gaps in the PPA deeming it insufficient in regards to offering
d n on HFO procurement.

b are lapses in the various procurement stages as illustrated in the detailed findings
of is report that would need to be addressed for the procurement process to enriched

strengthened.
pricing formulae needs to be understood in depth as it has various cost elements

This is to ensure that the consumers' interests are protected since fuel

d.
rge is a pass-through cost.

gazette notice 2826 did alleviate working capital for the lPPs, however, the
co given did not impact the consumer

e. re are efficiencies experienced among the lPPs whenever their actual specific fuel
co rate is less than the stipulated rate in the PPA, which is used during

ng. These benefits should be passed forward to the consumer whenever the
se power generation companies are used or concessions granted to the lPPs that
are to ensure the same practise across board

t should be taken against the IPPS and KPLC staff tasked with oversight of the
rement process for failure to protect interests of electricity consumers in the

observed in the HFO tender supply to Gulf Energy, given by Gulf Power Ltd,
Th Power Ltd and Triumph Power Generation Company Ltd. The instances of

warrant severe assessment of gross misconduct and action to be taken on
ble parties.

g. , lPPs, and HFO fuel suppliers need to establish a mechanism to fine-tune the
on to reduce and eliminate the variability of what is ultimately charged for fuel

should implement Standard Operating Procedures (SOPs) between KPLC, IPP
and suppliers and ensure it is followed with an accountability mechanism to prevent

I loss through overpayment or underpayment for fuel supplied to lPPs due to
less variations.

h. should ensure the conect interpretation and application of the formulae all through
industry players to ensure price competitiveness.by

i. The Power Planning and Purchase department should be fully operationalized for
n of resources and cohesiveness in the planning and execution of electricity
in the country.

j.A of KenGen thermal plants is necessary due to its significant capacity and its
to the electricity generation industry. Kengen thermal power plants during

the 202012021 generated an average of 2% of the system gross whereas the six
independent power plants combined contributed averagely S%of the system

k
This goes to prove the significant importance to review and assess its affairs.
should enhance their oversight roles as stipulated in the PPA with inclusion of
mendations made within this report to strengthen their oversight capacity.

and controls should be implemented to ensure the efficiency of power generation
m. The 's lack of strict adherence to FSA guidelines as seen through irregular extensions

of Fuel suppliers should not be allowed to extend their contract beyond the
period stipulated in the FuelSupply Agreement.

n. The are more issues that afflict the lPPs beyond the procurement and use of HFO as
the audit assignment was skewed. There is urgent need to review the entire

of the lPPs and their overall contribution in the generation of electricity

c.

the

o. The
KPL

Audit highlighted several issues that affect the six Thermal lndependent Power
affairs were reviewed with regards to the Procurement and Use of HFO. We therefore

of interest between Gulf Energy and Gulf Power shows serious lapse in
oversight mandate, a matter that should be further investigated
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7 nnexures
The enya Power and Lighting
Com any PLG

Report n the Forensic Audit on Procurement and Use
of Hea Fuel Oils

Period red: 1 July 2018 to 30 June 2421
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1: COPY OF GAZETTE NOTICE 2826 OF 19 APRIL 2016

Notice of 2016

GAZEfiE

OPERA

PURSUANT
Commission
generation
power pla

(a) The Fuel
reduced d

(b)The
disallowed.
mode as

These decis
5 (b),6 (h), (r

Dated the 1

Vol

THE KENYA GAZETTE
Published by Authority of the Republic of Kenya

(Registered as a Newspaper at the G.P.O.)

Page.1792
22 April,2016

NO.2826

THE ENERGY ACT

(NO. 12 OF 2006)

OF THERMAL GENERATION PLANTS IN THE ELECTRICITY SUPPLY SYSTEM

the provisions of sections 5, 6 and 25 of the Energy Act, 2006, the Energy Regulatory
to notify the general public that it has received an application from thermal power

Kenya Power and Lighting Company Limited and Fuel Suppliers to thermal
The Commission has reviewed the application and orders that:

Agreements can be renegotiated to adjust the stock holding levels in light of the
of thermal power plants

for a change in the economic merit order of dispatch in the interconnected grid is
exception will be allowed where the plants are run to maintain them in an operable

ed by the manufacturer

are based on the objects and mandate of the Commission as provided under sections
of the Energy Act.

April,2016

MR/PTG/'l508/1s-16

JOSEPH NG'ANG'A,

Director-General.

PRINTED AND PUBLISHED BY THE GOVERNMENT PRINTER. NAIROBI

Private Confidential '162
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ANNEX 2: EXTRACT OF MINUTES OF ERC SPECIAL MEETING

o

Hrr ?ili: laaqr^aot r ttlrlr. ura!.!5

MINUTE EXTRACTS

NI.ITFS OF THE 5T'' SPECIAL MEIIIINC OT 1 HE ENERCY RECUTATOR}

SSION HEI.D ON WEDI\TSDAY 26n ;UNE 2m7 AT e.00 A.M. AT ERC

BOARDROOM,3TO FI.OOR NAGT.E AFNICA CENTNE

ATT6NDASICE

1. $tr. foshtra Oigaro

pRAf.0-a.rrfd.rt

Orhaab *,.,lqod L.4Urrtl
,O h.tElil.qtrC|eqidE -li!1.

il.tlll.:O,LrE
G.tr2!artrtaao

.,
Mr. lravd R Oinreke

3, Sellah lfubenni

4. Errc Nyanruug.r

Sam:rel M;rtrgo).

6. .UrYiulEr NPrgr

Chairrrun

Ag f)ireclor Cenerrl

tvtr.rnbcr

Iternbcr

Mnrnh'r

Nlember

Alternah: tu ['S, Nft'mlrcr

lvlen$er

Commisrion Secretlry fl'rkirrg Mhuter)

7 Tltus Gitnhl

8. Nixon l*naiyare

ln

tvl Mulung'o

Prjr 1 ol 3
llo 9@!jtru! Crrdlrd

Private and Co

@

163



o

o

a

o

a

o

t

t

o

a

o

a

Kenya and Lighting Company PLC
Forensic Report on Procurement and Use of Heavy Fuel Oils

Prcllmlnrrler

The chalrFrsn callcd thc meting to order et 0*(z c.m. and rdconred Mcmber!

pr*rtrt to fte 6P rpccial mecdng o( the Commisaion.

August

The Propored Agenda lor the nrceting waa atlopH.

MD./Ei€6r16rltrrm, ; TO NOIB roBArrBoltrUC.r,rrnqmnrtrro,mri
, J. . ,,. :.,,:g{RgY !@[A LTD s"lntg AnNrItgF. oui u uro

rOf, Ef nAlIIS (Arui& [cD,ito.f htuo

ERG?rpcr No {95/4117 'I'itk:tl: - -To Note 6or Appmvd Gol(

Ltd end Vivo Encrgy Kcnyr Ltd Clelmc erking out of HRO Holdlng

Ior IPP Plrnls'

GulI Encrgy enmrd tnto a Fwl Supply Agrccrxnt (FSA) to deliv€r He.vy

Fuel O'rI to KenGen'o Krpevu lll (l 15MW) powr planr. Thika Power (ETItlW)

power Pl,1nl6ull Powcr (80MW) power plant and Triumph Powrr (E3MW)

prower plant. '[}eg: plants atr.rlunhd for r totol of 365!vttt' out of 690 MW of

tlx inrt,rlled MSD copor-ity rpFrcximat ly 5391, of the netirrnl MSD

cnpoc{ty.

o Thp tSA had o provision for fuel rupplicrr to hold crzecbh quantitier rrf

nrinimum hesvy fuel oit ftIFO) volumes rr rccurily ond buffer cocLs rn

sulflcient quanHtitu N mr.€t plant dernand tt full capeoty and dditionally

mrintrln minirnum leornty ctocls rcody to bc prmpcd to ttrr plenB orr Crurt

notlce.

o Gulf Energy Ltd. conunded that es e rerult of thc commircioning of the

280M!V of tftnGm'c geothermel power plrnr and thr subequcnt reductiqt

P.t lott

Private and 164
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c

tn dbpalcfr d itr ctrstonr/c petro-therrnal IPP porvcr plants. it tool uP b U

montu (360 rlayr) tr.r c{cur etuct that would have taten 60 drys. Thia rcsrled

in hugc locs. 'the pnfikm was rrtrngrunr.led by du ho that th stocls leere

bo.rght at hrgh prics arrd were held for longer periu.l and attractrxl rulativcly

large ffnancing <os-tr Thrs thenloru irnpot'twl lhc cornpony ne6atively sincr

the IPPr rt had omtrrted hc supply ftrl werr not bcing dirp.rtchtd.

On 27t March. 2015, litnya I'ower & l.lgnnng Crxnpany wN)te trr thP

Commirsrqr in supporr of *r tPPs requer: to the Comrnlssion to:

a) Ctrnsicler drspah*rrn6 lPl's th.rl held shrks wilhout regard to the

Ecommic Ordcrof Mc'rit to allow thc, n dephte thtr strrks hcl.J; and

b) Ure the acnHl purchast' prirr: oi ttt .strxks helJ instend o( the

stipulate.'l Prto'm thc FSA.

Thc Cornnrisslon dclibcratet! rxr KPLCr; n:qucst ond lound no merit in it.

Mene6eorent'r dcclsion was Sozetted in thr' Kmya gazette nottcrr number 2826

dated lgth Aprll20:6.

On 9'Iuly.2O16 Culf Errtrgy l,ttl ncnt n lctlcr to lhc Commlssirxr sctktng

c:rmpensathm o(US932{.{7U whlch it h.rd al['6slly incurn'd on:rand abovr:

llt minimurn ttock holdint

On lOn (.}$rr 2O lO, Menegtment loutht.1 [ egal opinirn liom tlt Attrrtrtl

G,rr:rut urcl on {'h November 2016. the Attorney Ceneral advired that, the

questrxr as to the apProPrirte relief which could be gronted by tht'

Commissirr arising from thc dicpute under drc Fuel Suppty Agrccment wrc

a matkr trr be dclcrmirrd in actrrrdence with Urt prindptcl o(Justicc gutded

by thc facts of the crsc- ttre law and cvidcnoc. trc rubmislm by tE Portitl

and any other rclevant nuErial r.e. pohcy dirtction thet uuy hlw been Sivm

by thc Mhbtry ln ttr motter.

@**,r,,r#ffiJds
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thc C-mmirtim .t it$ Sttr ERC mceting hdd m 26t Ocrobcr, An6 rurchrGd

0r.t r Ern be foiln€d to rcvbw ttE requ€* of Grdf &rdn/ UEritEd hr ooar

eriatug olt o( FIFO hoHtry ruquircruentr fot IPP PLnt!. Whih rwilwhg the

mrtbr, thc team ncived an rddhlanet d.im froor VIVO EmrSy of dmilar

ruturc snd both chimr werc revlqrrtd. Th followtng obc€ryrtbns wEra

noted or thc twod^rims.

The Commlttec ttE-nlafE net, dilcrrcd rrd prcperea a nry<rt lo the Ag.

Dirxtor C,cactd. The btrl claim consklaed fur borh Cutf & I/IVO wrl
us39.7a3,77SJO

rnd lOing tf,o confmb of thc prpcr, t}c Coranlsdon vrdcd ltr
dGddm eld epprorc{ th. Ct llr by Gulf Encgt rnd Vho Enrrgr rtrh
co.l lncund undcr lfc Frd eupply Cortnctr wlth KcnGct Xlpcru trL

Porr:r Gulf Powct ptent end Trlumph Powcr plant Thc cLtu rrr blotrn
rr hcaradcr:.

Trblc t: GuLf & VTVO Orln

CUL BNBRGYUIT'IITED USD

3,@J59.55

Additiond Sinrnc lntcrrd

Addltbnrl For:r lcs

Sub Totel

VIVOEDqy

P.!. a oa I

a

a

a

a

o

o

,

a

o

a

o

o

,rqy0,ffi6

Ertrr Stooge cwb (Scrnerilr 3)
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Sub Totel

Totd Clrln (GULI + VTYO)

&irn would bc recovcrrd with effect fiom 1 fuly, 2017.

CONFIRMED

Drtc: trSeptfflbcr. AI2II

L716.,tz,,.U

9;tLt,71530

TEGATSERVTCES

@**o,,#i*,

Difiqunce in Pricirg Coetr (lmport mintu
Achul) -Tlevo Povuer

l265,7Ja.Ut

tXffurertc in tticing Cods flmport minus

Actual) - lGnC*n fiShr 1{9J2t Ol) C

F.xctrRate Df XShs lmrUSD

l.{9,791.E4
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ANNEXUR 3: LETTER FROM ERC TO GULF POWER DATED 7 OCTOBER 2016

. r:Rc/ F.R / 
l1..tii 

171 rri/ y'

.,).\.\-
^,.

Itqtlc Alrre C.ealr?. Lafirrl no.4 UPP<ft!-
..trr. nn a26tll{rmcN). NIroti . tgqt-' Tct:.Lll-trIrl,a7Im/2m . \

Cct& r 251 . gm-Mfl t@L-at.IB-
ljmrll lrrfr{rr.rt.5o.lr' Wctdta.rmm.ac6olr

'.4
't.,'

^girOrrrtr.r 2OtC
aL!

\.'
.i

.\'
n'

i:'l'l

rUCr:br

Xohttl Rorid

.i

:i|
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Dr.

P

CDc.t

Th.'

ln

Ld

Ur

)'
i

'. \.
. ,-t.r -!

., .
.\

\!-\'AI{D DISPATCII OT $IEDIUNI SPCED

--l'-. ...-

!I. t'r*.1,-ph Nforqa C!S,.\.'

v

a
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4: LETTER FROM THE IPPS TO ERC DATED 28 AUGUST 2015

August

AN

.','
\

(fu,nb ffil*o.rlxtaajE6}'

RAqf,l IsB "E^.il

urrldrhrrg thrt rtc
uata hcld bclvYcrn

lucl wrr ordcrcd
rh. tPtc rnd thc

2ifi^qffi1015

blcd oa,\r.i
oec?rlo.r qq\

lln Geaeol.

t&tt
tltc PPA

Eacr1f Comnrlslolr

trdc [oNrrc

P.O.8or {r0t00

Arr Ent.JorGph Nfr'n6'r

Dtrt Srr. )t
Mcdlurn Spccd Diosel Power Plentr Outstendiq lslurl

Wrtlr thc l33iooint of rlrc rrOlhV from 3codrcnnelpowrr pl.nrt, mrprtyoflic thcral l
PO$tr nBluvc tr,rcc crpcrtto&d vcry tor dlrprtch. Nro thrrr hrt bctn trfiritgUon of rrr

i

anurG$ on our co* wlri:lr hu not betn rd&elrcd bY xPtC tgudr prwldc{ tc h
, .-\\

:}le
1q wril lalqni orr dlrcugionr.

lo e nunrbcrblwqa hu ertrctncly tllccted thc oPcntira dl USOs rr dcultd bclot

Srd&r rad Fucl o[ Spccl0tltlmr Sundttdutloa:

'Ii,,pct
thr MtD gowcr glrnlt ond thtlr tupplitr1roie hlt holdhg hqr xtO rto*r lh.3

I

h&t
tra;

. -.r*rlr,d,
- 

I,t
| .,

t r)

Ivl

rrr oddrtpad lnrnarl md 3lonca coill to thc rqpOlhn :tra$ .ddlbn l cortr
l*o porcd to th! powc, plrntr c

dhpach by t(PtC lcrtrel tncctlno
lolorhG proporelt rwtc nrrd3 lOicrolve lontt ol lha ,natl.lt;

lcrrt+racd ssnssnptlon of die tt,xtr rltct dclburtbnr brlwc:rr IPIC ' (iC
tlPl 16 luranh xttG add0onrl llnrnrbl rrrd lrrcl tlo.lSc thlrlei rc tpl th.t xa
grcrrrted to l,l(C lor rahnburtrmanl r-'
tlrl IPIC wuslrt lorhrllly rlvr llre lte urronrenl lor lho mlnrnum hoct lr rcgwcd
ln tlrr IPA 14r:1{6lrrj th.l lh. low drprtrh lot tmrl UfOl rn{ro^lnuo.
lhll (Pl( rrr/d lnrtre thc rtrndltdrrrllm ol lhr xto lgrtrlrelroor I'or rll thc
glrnll nOrrler lo qrrrilrr on lavrolory m.n.lcm?nl by,;frlout rupplrrrr.

ulsa$
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5: EXTRACT OF PPA BETWEEN KPLC, GULF ENERGY AND GULF POWERAN
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AN 6: EXTRACT OF GULF TENDER DOCUMENT
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T GulfPower

a nElnicrot6lotDonEP rrr5

r InvltrthrTolli

GULF FOIVER LIMITID, hcnlnrftg rdrrrd to ag ti: 'Prrchasrf , lnvt6 Sadr fruri tl.r;:rGd
(sno5ict, hcf.irft.r rdcnrd to s thc 'Biftlrg P..tb', fo. tr.9pay ol l{G.vl fr.d Of (dle

"FLrf) to ba da{hrt?d to ltr porw pktr (At}f Rhrrr ll) locaed at l-rrd iclenrxc Number

,96x (Orf,. No f76al) fild l.llyl Rctcr!6(. run$G, ,962) (on8 ilo r7E4r) tta.vd@
Mutdpfty. ,tt (h.tor (ounty. ilxhrko Olrui(t. Th. furl tr rrquirrd to ecrrte to Wrrt!ila
\ryrov]t m(t n r0ced (,F{d dThe dlvr'r Scarrltorr wtoi r rtf ol&r, oa to,r2Mw.

r.r Qurt,ty o{ fu{ qrlbo o, t|,peay md tteajr frfthr

The quadty ol llc.rry Fucl Oll r.qrfrd shel be 3gp6lgnat ay ,6{,000 Merrk Tqma1 (MT)

drrlr3 r p.rtod of rrero yaars. Ih. drrrllon of dr. (drecr wdl b. rryo (r) !8 6 wtth pocdta
rt'Irv.l fr thre (l) addiEo.tC qE car tanru. Ilr litLrl Dclirrry D:le w0 be nolnad ln wrtlE
by thr Furthalef n due trne. rnd tr en[naed to be $rtilr eltht (8) monhs o{ rl8nlnS of dr
rupplyco.rtract.

fha Bl(rdin8 Prrt!, 9h.f dcmdlttrrte to tic Pudr.x/! ratisfa(hoo wrth docurrrrtrry
rvdrntr ther it orvrr q trro rcccsr to b? v&tur of r lorE.tafln hare cil nrtrrrn tfue (9) yrrrs to
Hfily FuCl O0 st(,ige ft([hy (loi ) bons fi] dGd(rtcd tratl8r, rvith I rrflnnrn crpr<lty o{
t4,o@mt n Molr$ru with c.1y <onna<ti4g taciltiat bdnil(rr th. ttrrdc t.r* ild g1;1y. "lht

Eadfrg Prtf muit rsbrnlt wlth ltr Bldr doqrnenlary o,ldsrrc to prova orvrwrhlp ot ttx ilora8c
Ird omaary trdlu..' d i.rh docuncntr Erchrditr h.a not Hcd to hG! c hf! o, tudr
rtrrge rd <anrctfrg frcltlcr wtth conf€( a(rs$ to.nd rlght o, ue ol lhor. k ltlcr by OE

&&rg E ty ior . p.rtod ot ,t Lan fiv. (g) ya|n ftua dre hrr dry ol tte bU vrtdty Dcmd s.l out
irr <lrure ,.l" Ih. Blddr^g Prrty rhil elro provk,C docurantary prool ot vald Inrp€ction, 565
(or csrirahnt r8emy) c"rtlrk tirn a.td (rlDr.tlm ol cxh of the drdcrtrd tanlr The

hndrilr nt y at ltr dr(7ttbn crrry out ptr)rri(tl lnrpcctifir o, no'ltF tr<iltier beiorc

erecuUotr ol tht Fwl Supply A5rcerwt,

r.rtudApf AjnrrIrrl

lh. 8.d doanIrrr. hxlud. r ffi f rd SupFty AS}tc{Eri (Altrr l). crplrrlE d tc{rr tlrcd bur

rEr drfhd kr tdl hete thc rncrtgr gtwn to thcm in the drrft fet 5qp| {r:c{tEnu
nra FurrtElar trtc|rB to c.ma? hto ! co.rtrr(t b'!.d 01 ttilr tfocuncrf. Eirdht Pntit3 rr!
.dvitrd to crtfdty frrd Oir documrnt rnd uficn ttny ro dlfur whh ay proyi*m of th.
AgttcnE r proildr, rlag weh t rft X( ,r, (offiEnl3.nd tr{gl.3N (hrng(l h llngwge to
thb .rtldi.ri. &.rg wtlh m arplnatlrr for thc requcrtcd <hrle. Al <orrlrctr wl be trlcn
lrlo cord.ratbr whcn rv&rlkg thr Eldr Phara nol. th.t .rry h(ofirlrtarxi.t balharn lhct
Bld doortanr ttd tlra dl rud slpply 

^llt.nrll 
rh.l b. G.ohnd hr fn q,r ol tfu irrl Sqpty

ASracrYrtrrt-

qrtktp t,rfd
m.rrft.0gutoF6l"

(*)
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ANNEXU 7: EXTRACT OF GULF EVALUATION REPORT 2014

GulfPower

(

Athi Rivcr Il Powcr Plrnt

IIF'O Supply Tender
Evaluadon Report

Chubr MJombr:

\aAbubrkrr Ali:

Normrn rrYroylrl

tgt W,L 9ol+

('ompan\ nanrr':

Itt';rr,r t I itlt

|)ltlt lrr

Htr rt't rrl lrr

\lrlttrnetl lrr

l)rrlr

(
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3 Df,TATLED EXAMINATION OT BII}DERS'TDCIINICAL AND
HNANCIA L CAPAClTleS (STAG E-2):

(Irly tho$ bi& iuniyinl pclimlmry crmrnillcn rrod to tr errrnirxd l;t rhii pharc.

1t Tcchhel EvdrrtloE

lb ctdu*irrr criErir w! chcEd titr XPI.C ur lt') lruy U)la in lhc fanr ol Appcdh lll. Ttc

rclnirl enhrrlm hcludcd hr rrr ril linhd ro rnnurl trmor€, crFicrrce in the NFO hEirrrr.

dcdicrbd ffiito c{Eity, poof of avribillt! of;4pl}, vrlidend rdo6rto tnnrponrloo oootnctl

rnd llorhh Sefay FJlviurnrntrl d {)urlrry Assunm-- Folisrcr.

Galf Eaetg Lltt&cl

Ttlc 2 bdr* &tril d* Telahrl cvrlcoon of Gulf Errjr l-rmrtrd.

A dcrrihJ elnicrl cvrlgirr wrr donr rhir{r rln*s confqurncc to dl ra;ulrunalrtr urdcr rhrr
cfttoD..
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afffLf erarOT.cft
r Otdl Snr5l Urild h.ro. iru r;l c.Fdry sf tl.tlOfj lld cmnlusrt b Grcrrr

I f ,OOtlr qotrdrcty ftr OrJf hm tlmlrod, llria b dadhd r 6llo*r;

(r) Lo[ Ert L- barrr Ocll &r!r1, Liniud rtd t rhrrd B&cdoa Thr* had -
l{,Jl0lrCrrrcry

O) Lq rr. lu b..wr OCf E .lD, Unlrd rnd T*r&r Ltl - I 100d QdV
(c) Lq ull Lr banr Od? ErrD/ lJahd .nd l6n*l hdt tminl Lblibd .

l!,ffirlrCFlry
td(t*q/sut
Odftnar tJrhd lr rt crl6 ;mrrt slir lUochh ffi ($ry;c)PfS lbrbu
h'r#, oaHrob f,.llntEdth. llqeirlld of rto lurlad[edc tr o{f norr
thtld.

slD
lrr ttltoo$d o 1' Ftnry cortmort rfio grqood tr.mlr t.ll. qdry dc.lbd br
r??UoaIGO.

tritaQrtllrrrrrb
Ootf E EI, Llnld hs r &oild lltiE polic, rd tlD olsdllcdon vd5 rdl ,f Holtot' 2Ot6.

CrraUa: Odf C$.rA, l-H q!.ab rll th. Edcd q*G r.d.d D L Sodirtd lb.
thrpg! ofHF0.

Iculf,;ol/I LbtH
T$h I blfr d.r.itr thc Telrl..rl crdrtloo orxaDlKobil Lhird.

Kmolrobil fihm m6rth.drrtisadof ,rc chnicd ,lqolrfiEr llcdd h Evlrrl r.Ir;

edtlrf .hqrCi..tr
o ftro HFO rtorlc tmlr rt rvrl* u thcir rselvrr[: rrtr3 ]d hftdlLt Eilan t Ttr

rr*r n Nor. 2ttT nd 26l rh e c+dry ot 20, ftt$' .,rd r 0.r t tU' rc+cclucly lc rrHtkn,
thc tro tmlr re oatrrd bcturar rirmlKotil r{ Totrl frorya

r Tr* No. 26? rcrrs 2.Ra llFO r"pt, !o Rrtri Fottr rtrlch rqrirtl r mldnutt rcr.rv!
c.prhy of l5.mMt. 4

. ls* Xo. !(il ulth r crgrclg'of l0,St I ir thcrcfort ntr ulqrnt frr llN) rply toGulf lbler
cmld:rmg rht r mln&nrrn r*rvt cepsity of l{.ffI}Mt.
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,r$d,,*r*dE*
o ftcr hrcpo(ofml$llhy ofrmtf rplldbX.noKoS[.

.hrlt
e SiI }ht .rr{lcd t boi talt! bnb Noa AD? itd !6t rrt! ln rr t, lodr Tod f.rryr

ldKsrlI,fl
ll]81ffiA:*vfttq

r llrc tSO 9001:l0C *dlhrim crdrd m 2f Mq 2011. A Lr! bd ll' ruD toll
u6mc thr ir crtllcdo lldlbn ft rtlll undcrt*fu toch{cj rwkry. To th * ft
BA rlrl 664 Orn k rparldcm h.t crlltlcdo b bn rnacd.

CbrtHlr Xrlolf.Dil &a rs hw rtqrltc &dica.d rtoi$r €+rity ro 8rrIrrc r*nid
HtO rn! ro tr (tull hor Athl Rivtr !l porcr plrnt tn rclu.l ta. o{y c ril b n a$lr b
rddlt'ta' ticcagry Anbtod.nonrrtrty prtoof ofrvril$l[rt of 1.0?a Suflfr llFOr+C,.
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l4w Eaogy ilryn Urrlred

A daiarhJ brlnrtrl svdurtirn ru rJuoc which dxr*s conform,mct to all rcguirtnru urr.tcr thr.
cotet0r,

Drdrr*dtulSor4tCryty:

o Vlvo hvc r firm stort8! cqrocat, rrf ll,7(l?Mt td crrnmltmcn to rtarv( lt.OmMt
ceclurlvcly l'rr0ull'Fo*cr Limitcd ln dditbrt 0rf hrw mdc proririond mqmrrnur-ith
Mbmli Bul* Tcnnlol l.imitod frr n rddthnrl 10,000f,{} ln ordcr to boc thc& c4rcity
tln sh horpit lity .Elcmcof

Iablc 4 bclo/r dililr ho'lcchnrcrl ovrluuin of Vivo Frxrp Kurya l.lmird.

1: Yla fi;6gr I+rirJlll8rlslier Sr4,

Ptmf of ,ltuil,,.tltty o/,fqppI1.

VitolncrRlhNcrcrchcdtr,i{!rcon!'rrlr\rlhVrtr'l ,\r,rltll ltdl(trruFptvol lll()t(rX€ntttuilKrl
lrr (quirrrrlflrl! $l thc lwl rflc!,li! rl i(,or in tlx lr r"lrrre tirrm hr R ir'lr rr hrt I r r lrird frr : te[^ $ilh !
5.+$rh.lity of crlrnrrrr ir I lirilrrr -r yilrr

il

August
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.!l,,tf
Sitc virit crxrlu;tett ur fl tiOrurry ronllnnd t|l. pqrxal tS,tXx)Mt *rlgc r1+._.ity dsdicarcrl rur
q+fay ot I lr:O tr Cul( Forvcr

,NE I QerlLl Arlar.rc. Polht

viwr lir*qpr hrr r &trilcd llSE policv md lS(t ccnific$m vahd rntrl 7. AuSil]t 2t)16.

CrrlHo;.' Vivo Errgr rnoctr all thc tcdnicrl rcqulrntcr*t outlincd tn tl: cvrlurtim cri(rre

1r Fieroclrl f,vrlortloo of tlc BHdlog Corpmhr

Er3

t III?IE

u
In,
rrd

I Itloraaoritr.rm

,a

al, a-& to AI Ilr at! ot od ao

)11( L( zAit
TtUc l: Etar,tT ol DUtlut lhan{r, Xoir

/.'c,llr''4',la/,.:
All Bi.tden rhorcd sirfrtory rais in thb c.rcsr), rth Uulf Urgf dcrfiilstnring rhc [:r
clllcirrrl.

**r ti1rl6 l*:
Thh rrtlo wcr r' demoiluuc thc llrumiol rtlbrlirrt o, rhc hxl0cr' All ltil&r hrl lc*s tlull '15-!5

Detr, [rpity l,rtro. Vrvo hl r nr1liw rhc hig]sr rliu md tl{r *ar urua.l I rhc los rhcy mrdo in
2Ol!. ll n y bc r comcrn if Vlto malc rny m().r krs.r.

h *at nolt{ ll|t FK mo& r hrtc knr in 2olf whlch llTcrrr{ rlmon l04t ol thcrr totel rhuclrrlrtcr'r
vrlc. l-hrr ir e rlrsc ol corcttn urd Crruld bc nx*it.rcrl clxlv.

(uttst l,ttb:
B'ith I cunr'rrt R ct'rr ' I 0 r:rvrnar,v rr hcolthl rn trqudrt .rrl ltm! lh( c onrprnr crn rfllc il ir rurmr
lidrilitafr.

Kcrull(t$tl t4rtlr r Crlrrnl Rluu hcluh I ir urrirlrlc tr lrrr illl il rr rtrrrl-trrrD lirtrtlrtrcr Ud lhis al o

ut*llthy lirulsiol grrrsrl i.rrr
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r.l Prlhlrrr? Eruirttloo of DUr

(

. Vr{lc.aL
TL firc rlnrinrd brb w rcrificd hr rry (}nlrsr. Vdrday, Corghtm of Bld

dEncn d L*rr ol Astorirr*nJ no'rtG orAtEtr.y. Alt rr! fuid b t h
onLr.

r ?.1j97
t*nr of tho t*ldo hr boa trhrllbcd a trr trd r:h tloarro rithCnno !7 11 of

or. hrirt rffy. Bidcrr rso rbo fnuad b hrt! lhr fdfrrri[ vrxd &rrrurr"
(.) ttoola- B.aml lit'c ireld by tu Er:ff ftubry Caurbloa
(bl v.Id Tr[ Cqtpllcr Csrlllc*.
(c) m{c.rdlLao
(d) C.rrific.. of hrcpcriar - f,d(otil Cit d rd.rit ru (hful of

tocqpoalrr
(.t !f&i (:iy Cqrrry &lirrr l.ican - KcolXotil strlrmed. pqyrrd

rlBifl b. lr iola N.trU Cty ('qrrry B6ln r. Lhlc Vivo Frqjlr dkl u
lbrit r copy ofthir liccnra

ln VATc.rdGd.ofRahmio

o lll Stcltt

llrt tld urrda hr USD gD.qt.tl, lmlo tb tlru brddcn rcrc porddat ia rhr frnn

Fcr.rit d n tic lllt r follo*l

(.) Gulf En .j1, Ltmlbd ' thnt of Afriq Lbnlrod

(b) XolXrtil - Fcotrl l(myr l.-nitd
(c) Vircthrl, Kcryr Llnilrd SL|drd (:hrrcrld n ,f of Xornr t.irntr".r

Co0ali of ltc 8id [fi& rr rBh.d hr Apgadu ll

\
.B4t
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drrn Vivo llnrqr! Kcm'r Limitsd b! USU l0.l l!.

('uddr.' [k{h tlx Birl pnrcr lrxt rhc rrniudrrrr! prcs rrrlEaic rlur oull fncrgv l.rmitcd
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It *r' dro nold Oa Kcmtr(.lil hevc r mrLn.l lititraion mdE . vhidr hr r pcnirl imgu or iu
dttdy fr.il ffomhl podtlm.

M:
KmlKolil wu dcqrd unltirfictory dua to drc -rr Cumt RIb nd rtcatr lin.Iarl pcrfonnrncc.

Viro rd Gulf Emrry luidld thr llrociJ qdralsil.

Df,TAILfD EXAItlll{ATlOil Or BIDS (STAGE*!}:

Ory ird. ba& rnlvlrypdhhry crlrrlnrhr md barr tht tdcd nd llmcld ryity of drc
bi*br ar crrlird h ttir pbr,

1r ?rrrrrlrdolof BU Pdcr
Th. Ldd.lr r,f! qudmd llr Odl ErrOr Llnatd nd Vlvo Limlrd. T$h ! bolor
rurndrd 6o Bld prloa prr mt*: mn (UT) lbr rupply o11.0tl

Thr rcnr& rndker thr Odf Enag, l-initrd hs lortr Bkl pncc Iur Vrvo Encqy KqUr Llnhed by
trsD 10.162,

{, Strrdrdhrllor.

ln utlcr to clhLlrwly crrrarrc the pnsrr, strrtudrrdr(n hl b:tn drr unnl thc krllrirq rrlrrs

AFRA nroac rin3h voyryr nltc iir.rsl.il for thc pdlod 16r Noycotha :01:l to l6q
thcrrrbc, 2Ol I for Mcdum ltrtrrc - I l! 6
Er.hlUF.rtc(tlSf),'K[Sl- Arsrrf.r\rhrr16nrcrtrthcrnrrthoftlrsrnrhg&lf -&rfOe

,r(r orhcr daarL Ncr* rcr trblc 7 lrlur

August

a

\

"4
+\

iil lDllAl0rlr rtlCt l{h tL....t r lO.$
mDtl.llrtarilltdr?
ffil? s llrtltl$llll!3hlll.lSlAn.ll.3l il

tE trtaistil'tE pP
IAIB

I tl]alfrilIAO3 -Aoim,Ooltl rmfit 3I6A'6t
|Illr,I{.O.*l
AlIITIG I
iacfrr 6ttAf,r0xc



o

o

o

o

o

a

a

a

o

o

O

a

Kenya and Lighting Company PLC
Forensic Report on Procurement and Use of Heavy Fuel Oils

8: KPLC LETTER TO GULF POWER DATED 14 MARCH 2014

August

AN

E}IG.

\
Kenya Power

xPr

od oalo. - P.O. &r tooCa. oot@
rddElrr - rta-€- Ar00o
l0nr.Ph.. t(ohlio.a

tlra7!5l Xdrr
wwrY.honYoD(,lrtr, Gg.lo

/CI{ET/eso 14llilch 2fi/r

lrtr Warrylrl,
llarqcr,

Gulf
P.O. 2t75a-m100,

Daar

Yqrr datcd I ln' ilarch, 2014 on the abore refercnced $blcct refcts.

We
as

red the fire( t€derir1g evaluatbn report but vrc lne nnable to Srant approvat

AE to lxk of sufflclent supportlng dcumants. The re<phed dooment3
of t ndcr ogcnlng mlnutes and flnanclat bldr subrnitted by th€ b6der3.

Ptease to us the q.pgtrtlng docurnentatim to enaHe us complcte the reirlc$,

Yours
For: XOTYA FOTTER A LEHNNG CO. LID.

Ltd.

{
(

\
(

I

H'RIITHI
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9: GULF POWER RESPONSE TO KPLC DATED 19 TUIARCH 2014

August

AN

L GuffPower

aqfl !,Iloora.ra

lrrFMt6itr
frrED h..rrffr nrD
ldfluteA, tIf5ta
PoCor;frSlmlm'tffi Bl|tlrrch, lorl

Muriitlti

P

Managei'- Transmisilon
Power aod Ughting Co ttd

Boi roogg.ooroo
Haza

Road

EyllortDtf,lery

Sir,

RE: Grrlf Por.rer tbnhr& Athl Rlvcr ll Powcr Plrnt

llcrvy Fud O[ fcndcdq Rcport Documotrtion

letter dated t4s March, lol4 on the above refercnced subfect refers.

hereby submh th€ supportlng docurientation as requcsted to mable you complete the
pro<esl, Also included ls the report on HFO storage rnd dlspenrlng (aPadty for thc
cornpanies who tendered.

includesl-
r, (opyol tenderopeningninutet;
r. (opy of Flnancirl bids submttted by thq bldders:

). HtO storage and dispenrlng caP.(lty rePort.

ln ol any further lnfornutlon, please do not hesitate to (ontoct the undcrslgncd.

falthfully,

Eci rvE

lrl ./t{ 2iJ 27.El{.,9 Zl?lxIHX)
,lr ,?}. ll) 

'7r5t95r*)!lt{oaorEdl,s r! lr

I 0Im alr

(
C-

(
(

Wrnytl
Itilrdcr

tl
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ANNEXU 10: KPLC LETTER TO GULF POWER DATED 24 MARCH 2014

T
Kenya Power

OrHOiro.t.O.!cm -0olo
,.LO,E-rll-m.tlol@

ia.5a$fht
fi,vr.lanylpqror.co.lc

/7BA//t9t/Cr ET/rkm 25 llarch 20t{

( ]5rman Wanytrl.
l{anager,

Pfiff Ltd,,
.O. Box 21754{Xnm,

pcr qrr rcquclt on ernall dated 24th lilarch 201{, plca:c prqide a copy of
bld fa lbavy Fuet Olt Supply to Gutf Fower limlted to enable us cornptete

revhw pr(ress.

frithtutly,
T}E XE}IYA POryER 8 UG}MNG CO. LTD.

lENSoil ilJRrmil

(
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ANNEXU 11: KPLC LETTER TO GULF POWER DATED I APRIL 2014

\
Kenya Power

C..llrd (fc. P.O. 8o. S@o. @tm
Tcarorrm - t5a - Ol . UOI(H

Eom FlE , Xoldoa no.d
|l.robl, l(rr.

$rww ltnya{roter,cO. ht

KP tTBAt49ltCilETtetr,

MT l,lorman Wanyiri.
Mana8er,

Porer Ltd.,
Box 2175.1-(X)100,

I Aprit 201{

P

(

(

we
and

letter dated tgrh l.larch. 201,1 refers.

ret iered the evatuation report together with the $pporting docurnentatho
the fotlorvtng:

have tndkated tn the evatuatlon report that the fuel to bc rupptied was
rmed to be onty stralght run desplte agreernent to remo\re this limitrtion from

tender docurnents.

7 regurrernent rn the technical evaluation for dedkated storage uscd to
rfy Xenol Kobrt is not a fair criteria and it is not possible to demonstrate.

rnost fucl supptiers are supplying luel to various customers froor the same
making rt dlfficutt to conlrrm avaitabitlty of dedrcated storage. We

consider acces to storagc through ornership. Jolnt ownership c teasing
be sufflcient.

the

3

ln

of the linancral indicators (ratro,s) urd rn the financlat sratuatlon are mlnor
tions and strould not be used to drrqualify Kenot Kobil who are currently

on the stock erchange

of the aforernenttoned therefore w€ are unable to Brant appro/al lor award of
tender as recommended ln the err'ratuatron report.

f aithfully,
For: XENYA POWER & LIG}ITING CO. LTD.

frc.
L,..._ t,

T,lURITTHI
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12: GULF POYYER RESPONSE TO KPLC DATED ll APR|L2014o

a GulfPower

ll. lotrl $n a lrl,iln (.1.

r l,-.rrr,r'rfit\l

(

mal{l'lUrcrfi
Fo*rrmdtE,rthtCoUd -rr.r,rrlr: L, [.!r(,1 i

,,rhrI l,' ]tr,ttrtr.Jr ilr I,r..1

OSo,i rooelooroo ! ,J.:,,.. '.rl,llal
ir ).rti.L .i!i(. v,:rrlr

,.rq t,.,!f,,....
I

nut
no.d

ey Hotd Drnvery

9lr,

cull Fors l"tnltrd-Adi tEu.rll Powr Plsr
frndr Cdurfhn R4orf

rchowl.dgc r.celpt of yun htter d.tcd E i Agd rort ad ncilccrxad KPtlr6 J4r{CirEIrGo,

.crponta to yow lcttrl tt il bc brrad o thr follo,vtt; dotutncrc lnd rcfcrcocerr

r. The hw nrdt.I a;nout drtcd rr' Decrrnor rorr (r??AJ Ild thc opcrdirc proyhtqE

on tuel and hc Fuel Prarrcmort Procca3;

r. Ihc krdnrctlrc to 3ld datad rtd Jru.ry ro!4;

,. Th. lo.rn of firl s.lpplt A|rr.ntcrt d.tcd rf J.nrry iota:
4. l(Ptc Latra. cil Apg!.orr.l datGd rEb l{oy.mbcr lorr;
t Trrd.. adrdo.r longblr rhrred uilrh XPIC dncd H'Jaurry ro{;
6. fht ?rndr tr.lu.don nTorr d.t€d {'r Mrch loq;
7, A( corrrrpardrncr brtuncn thc P.rtic! tnadc puftu]lt to (t) to (5).boE: Ird
E. lrdep.rdcnt Fowar hd(cr Fuel supoly Tcnderyrtcdrrt ln l.!.nft.

trurt (PtC .(tnffrlcdtes thrt the PPA tnd th. do(urnrrtr and cormlrttetin norhg thcrdron rrt
rslercncr docunnrt3 b, wtkh the P.nl6 st nd gUd.d, rnd !o6.th.r wlth pr.cdrlrt, $ould ttrid

plrrurnt lo Cllurc rt ol thc PPA.

r. PPA oFrdrc hovldoru on tlll Tadrla Procor

ApprovC ol Trrdrr Dotrrllcntsr

r. Ctfurc9.r!., l(Pff Ratlcvoltttldf' Doarlr ttmqdr6XPL(tonotfySethrhulthgwlttfi,
drys of rc<clpt of ony commGrrtr to lhe propmcd lendcr documentt.

a

o

12 rPn ar
C EIVE
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13: KPLC LETTER TO GULF DATED I MAY 2019

Y
Kenya Power

C.nrrd OaO... P O llor l{x,9e oullx)
lcloptura 25.1 02 . !20t0OO
91fi. Plrn x(tutEl llod

NCrqtx X@y.
wr.rv h€fiyogovY€r.co kc

KPI !/CMET{om

Mr Wnyiri.
Mlt.gcr.

culf
P.O.

]rd..
2175{{nr00.

9'ory 20la

(N

Dcsr

Refet thc nunrrous coneqxndcr*cr anl thc rstitq hcld on May 7. 2014 hcl*cco KP!.('Bnd
Gulf o thc lborrc mrttsr,

Itc confrn txr accprm of rhc mdcr ctrlunioo rsport rd m,ud of thc tctdcr to Gulf
Uruitcd. tlowever, rre wxrld lilc to cxprcsr o.rr rtreftltiom m the fucl tandcring prxess in

,cgrd lhc fiolbu,ingr

Thc inuoductkm of unight run rcquiruncrl which was mt F t of thc tcndcr
dcrncot ryprovcd try KPl.(' This nquirunont will ntl bo repod in frnure
lco&rr rnhrr aerccd by tlE tro pthr u povftlcd fur in 6G PPA.

ii. lt i! imprrticsl to cooJiru availrtilitv of &dicetcd sroogc fa aoy of dtc tiddcn
rincc tlry usr thc availrblc sttngc ur uply simihr prulrrl lo dirlircnt q$tilncnr.
Thc deirim rn whhlr biddcr hrc trct thb critcdr s rnt ir 0rctcforc. in our tryinioo
sut{txliw.

llt Bidden wer ruquircd to fnvide ouditod finrmid $rtollr€nts to cvidcrs tb* criterir
sl otrt in clausc 3,2 (b) of tlrc tsdcr docrm- lntno&rtion of liorrcid iadicatom in
thc evalutin pmcrxs withrut diguknuc to thc tiddonr imldittg uAa thnrh*h rc
.rquitrd ncfrtcr thc pinciph of opcnrs in thc tcndctiry pmcqrc.

Wc dr rbow is$rcs to bc ad&s$cd in finrc fucl tcn&rc for th po*u plrn.

Yours
KEt\tYA llOWER A LIGHTING CO. LTD.

(

l'tr:
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AN 14: EXTRACT OF THE FSA BETWEEN GULF ENERGYAND GULF POWER
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f 01h l,/,.. , ?rolg

I Gutftuwer

olE

nE

aclXU,AmlY:rrtoGirilr

lrtrrt
(trtEr:rctrrf@

qftt'OXnLIID

Ar{
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L GulfPower
i"

brn drdrttis lt- &tol J*'te- 'ora

ENYE't

GllJ EICIGY Lf,lED i co.rpry irorpor.t d ni& l.lftd f$Oty m&r ttr hs of f,cr7e
wfEJe rtgfr*.crtd offi<c b rt {th fbor, (cmii. iErxc. Pb+ Xfnfio An'rI, upF
Hl PO, Bor 6107r, ,*ota ooroo, r(!rt (irrcHur 

'tfcmd 
to er rh .t|19lr'*tidr

crpet1cm id, q,ncre th. cort xt io adtratl lnddc ltr qrcrssor rrd a{ns) ol th. or:
prt;rrd

(tft Fol/EI tnffED . (o.rTq h.orps.t.d wtth Hcd l&Ity un&r thc t,w! o, f,rtf.
rrvftox rcsbt{rd offic. b rt {th Fbor, Crni{e h$rfi. Eua Klmrilo Awrc. Uppcr
Ht P.O. Bor rrrS{ tl.aota ooro. lknF ftcrrhdtar nfcncd to 6 th. 'irdtrr- u,ildr
cxprrdm JrJ, trh.ru ttr cfitert ro adnjtr. lndrde its qrccerso: rd aJgr) of thr otfre
prt.

Thc hrrtrescr h- rrlt.rld into a Fo$tr hrtna {rrcnmt acO ul" occarriar
rou rith (rnfi Pomr rd tihd.f, Cotpay l-d ('Xn (') (dr Tour' ?udr-.
egrrrrt")
Pwgzrt to th. Poxr.r furth*a A8rrrrnrr( tht Arthrcr *{ &vdop, fhrcc.
con$nrt, our rrd oparata ..d rn-rt-i an to.rrtltv rEt qrtp|n hrevy fnd ol
Powr. Phnt (il d.fiEd b.bw) to br bcrtrd rt Adrl fEvcr, rrd rrf rhctric t+edty
rd .rxr6r to XPt C (t : +rclrcf! mO

Thr Prrchrcr wt 16 to dt*r a lqiG{arm fd $pplt lc ttr hrr ?lnt .nd th.
sllpgl.r b u,Ift to tr,ppf, dt. fu,th-a'r rrqtrr:rltr la Frrd (6 d!frr.d bdor)
h o.d.r to pruvir. . lorl3-tt'm ftrl nJpCy fs thr Po$tr Ptnt rtl.ct to nd h
:cordacr wlth thc tarm3olSi3 AenrilErt.

nutfmq h (onikrrtim of th. mruJd b.n ft! ro br d.rit rd br th. m h|rlnd.? rd
rrDrllm.dorq wrrrrtier, csrdtlqr rd prst't: o, dr P.rttr hcnh{tr csr&r4 rd

robc hta, boud.

6 l[tlv AGiltO .r folows

ocfrrtprG Aro xllrrigrA?u.

Lr Dr{Hdo

fh f dorig wonb rd argrt3im3 $.1 bs.r th. nrp.dvl mr*rjr !.t ort bdow ua.s
dr cdian odtffbr rr$lnr:

'Aflllr' ,rlaar ln rtrpa€t of . gr'3or! ,ty Frso.r u,b (dltr* dl.t frtt marf,lo.rd
pcran md Jtt ottrr p.r$n coilrdrd b, that fh rErdqrad pa'to.\ h(lf!. xltcrt r
Frror b r csr?rn . th. rlirrt holhl conpmy of thrr p.ndr rd ay holdq canpny
oa thrt p.trgl lld ny c.6ddrr(6rtct o. h*t(t)ol5y och holcr3carprtl

+:
Gahtlrard
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ANNEXU 15: SIGNED PPA BETWEEN KLPC AND THIKA POWER

I
\

,

I

I
I

mlmlffie

[ fl're' 
t

x#ryCrWxdd

i

l_.fit
'(

'h''

I

I

[:

I

I

t, I'Hlto Powt:n LlMlTEll
I

2. Mt:Li:c lurYD,nGEN lNC. iI

3. rttATnL]:c $.4.L. :

.I.'I'H[, KENYA POWf, R AND I.TGIITINC (:OMPANY LIMITBD

POWER PIIRCHASE AGITEEMENT

rOR THIKA 87 MW POWER TING PLANT

July 2012 {r-
.ls

t,

N
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fl

tJ

I

I

0

0

I

11

rl

II

I

I

t,

'lllls AcREtMEN'l' it nratie U* dlr"t ", 
.q? ?otz

BETII,EEN

Thika Power Limlled, ,t conrPntry irrcorporated in the Republk of
wilh its rny,islered offict at Chironro Lane, Wertbnds. hrr*rcltarn
PlotL.R. No.2$16/ 44, Nnirobi, P'0. ltor [0020t[ Nairotl ('Scller');

Metec l'owr-'rgcn !lrc,, n colnPfllry lrrcorprtntecl in thc British Vlrgin

(r)

(2)

I

I

I

B

+- (1) Motelcc s.A.l-,, a conrpa||l incorplotcri in.Lrbanon, rvitlr itr rtgisttted
ofliee at Mairr litr,eel, (ihorfinn, Arrrchlt, I cbnrrilr, l'.O. Btx 12 lbeit

rvilh ito regirtcred o(fke at ir Aknra Bld6-, 24 Dt: Cnshn lilrceL
(-ny l, l{tur<l 'lilvrr,'l'orloln, llrilish Vir'5,irl lelarrds;

r\ND

(.1) Tlro Kerryn Porver arxl Liglrtin6 Conrpany Linlilcd, i @nrPtll i[corpor.rtctl
in thc ltipublic of Karya rvltlr lts rcgistere<l offlce nt Stinra l1.za, P.O. lJox

3flp9,.00100 Nairobr, Kenya ('l(l't C"). 
!

iA,HSSBA$ 
I
I

r.A) KPIC ls licerlscrl to p{rchise electricity arrd to trlngnlt rfil (lastlihlte

electriclb' ln thc Rcpublic oI Kcnya; 
:

(D) Pursunrrt to R ltequmt ftll. Proporal"s ('Rltt-) rtatcd 2d tanrrnry. l)10 and orr

orlderrrlur[ datcrl 2"1 ]r{orclu 2010 b:rred by KPI{." [t{ek't'Rrrvcrgelt lttc'

c[bxitted art oflet otr trchalf of ]r'latelrr S.A-L which was acccpted l'y l(Pl.l3
(ollorviirg thc duc Ploc$s of thc RFP; 

i

(C) Mcloc lrowclgcn lrrc nntl ilnreler S.A.1... l,aro ttnhli{rql rln Sclla tu utxlcttrkc

thc ohligci<xrs $d ottl irl l[rr Agrccrncnt, Hxl Mclcc Porvcrgerr lrr. arxl Mlltehc

S.A.L. r|c pirlict to lhh Agrccnnril lo pnrvidu ulltott h) lbc $cllcr n povitlc<l in

lhis Agroorcnt; and

(D) 'ttir Agrtenrertl k the powur pttrr'ltnst n8r(lcltl('llt nXr*d bttltc<lr rhe

Partitripur'.*uantk,thcRfll{.q 
. G \
i

b-
I

al
ta'
!4

,o
,e,o
lt-,
'o

I
B
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16: THIKA POUUER 2013 BID El/ALUATlOlrl REPORT

Imutttrt
C

rgYef.c.

TD

tll milr

un ortv-t3[tE

rmhtl,rlllrtrfidr

ImMurlEfllom

IrLtalltrr.,rtrl.itlt0!brd

rqcZrl

(

(
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P1rlrt

Or frldry Fltrur.y & 2013, an the prernc of re pcsrnutlyrs of Ihlr lowcr Ltd, (PLC .nd
tha pardciDa.tB. ttc 5 Grlvcd Hdr I.r. opmd rs follorr:

Wc hrw procodod to rl hdcplh finmdrl md trchnlcd rnrlvrlr of th 5 lUr nqiwd.

Ar r nql (drbllr h thr follorir3 rcctlolu):

/
- Cul( Iot{'Vtvo/end lcnot bidr hevc b.Gn lound tcdrnicely rcrponrht, n'hror

llrdr bld har oot bacn bund rcsfonrhr on 3 lnprraot Dolntr (no dc&rtod
rtorlc h tfumbru. lruuftlchnt grcvlour HFO crpcrl*ncc, rnd rurrr3c saurl
turnmr fior 200t b 2Ol1 b.lou lmMSl

. Gu[ hr pro{dcd ttr lomrt rvrfuded Ud rrotrt th. 5 t*rd.n

Iterrfoc. rrd brrd oo rcdor 6 lrrrdcubrtv prntrrphr 6. t rtd 6.ll oa thc
lotructbot to tddcr, tho llddrr hru{.| rut nattad fho lonrt rvded naorrtur
lld bGtlltnrq;lhlrcd.

,.O laa:t l<)0l0ilaott

o

C,

IDOCT ablo5 IUIAIAT,IoII*TD 
'IICT 'I(trbrancilcuf rrr!

Gd€o..!yu, lml o, Attlb t(.rry. u'rrt.d t1r5.1*t/

fol|l t.nr. ltd lxrt ot Aftr f.ny. llYrltcd ],0otq,/

Laoa fobt tld Cco tlt dutlor)/

ttF Eocrfy^hcll St nd.rdcha.lcrtd gg.l{0o,

ll$ PaEolruri Ltd 3t ndud c,r.dlrf,{ *t.Mi/

Private and 194
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}.trll ro^tn^unro]t

l-Atrldq!

l.Cv*lbdolbr

Prtct hatc bGGo +tltrrtcd rrd oorocted er follor::

e?!f,r

o

o

o rolrf, of drc badd..r hm bbn lh. nru, trr ,.tar reclcrtb i!. l(rft
(prtrolum hW ircrcrrcd b F9fi a50/m3, wtrrfi6 to l.lS/UI. rd
rtcndorl4 to f.63yif0. lhcr vrlrrt lr rt rcfurancr dilr ro Klll
roUml, SA|T rnd f .336rr lrreGcllrh. we hrc il.oatdlcd rf tUdcn

etcl rcodndv. lrn acrodanc u?t nA ctrrra 5,a.2)

o nrd bSdcr hlvr ured lhcmbr ,Otl SIGH crchrrlr rrtc of (1.99t1,

shlc )lrrr hu urcd thc rrn of 86.9. WG h.rr nendrdlrcd { olhrr urtg
thr nrrlr C8( erdrqt ..8 ,or taou.mb..2OU fh Go.6,E rtf ,ft
cburrtrfr. dJ

o &rr ol thc blddas lHmrf hr mBt.lcnly rnultlpllcd th. ar&c dl,tr bv f0
(6@ltun! hrt .d ol 6ffiH/mt) - co.rtdon cftctrd. fn corerxr
rlfif firelr5.a2l

trtrarmttrI.
,.O. aa .,trlOlO i.l,cU

t.rntrcr oltt m/rur2
toa tD lt^l CJU rttr: lt &vr roid Xrrt/l.Ut 595.!'tO
tllEl{lTrffi

wvs t0.lro
wsr ro.3ro

AftAM-na lal 300

Arnar.! lal.lfi)
mrE t^rf tctt lltt[: tc t5Y tolll E .649

'mrrtffirY
0.91o

r rf,tnrtftfttrf, DArd
PEIXX,EIn| I"Ev.lSH rm/U3 a.9r?

trct$ urw (9{s Gfllrttal 7.r45
l@

srafiDotf,tGuD !.srM? r.!00
u€tot rrslrp9m tcn rc: lEvY - 1,s0 ol/Mr 0.to

eox rileoirFEc' 1.29r of of
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o Wlrlle rl! Uddea hrvr rnlrumd th. no vA? prlc., Arf Ener1rs

$rpuoccd p.loc l, thc rc ta/no VAT D.lo. (A+OrC.O+f, - n hrvr
,dof..r.t d tha tar co.nponcnt I hr t{r purporc ol comprrta tho bid$ f,,
oqt&nct w*n fiD fuct 5.t.2 qn 5.1.21

o Totrl h.' u'.d I dad.rnrt Pl*t3 Yll, 1593.fr00 in:ttd of 595"ESIll -
conrctlo efrrclrd . lkt a,cordoac. rit.h lf, dorrta 5.1.2t

o Al arlthmalhrl cnors lrar bccn ccncrad ln afadoi,rr r,,th fiB c,[l.le
5r2)

trrmrl^ir c If,fJFtAl lyAurAIEo PtrGrs

?lllrrtolBlra
P0 tr!6trlOl00r!h(.r

Pal6/6

C

(

6ttt tfr^t
I

8rc1 ut'o Hl33

rcltm rtrt
Itfii.-..a frtttar-tl

rttt6 !o3.r 5!tt.t6 t!,r tf, s!t5.t6

Eoilrutrroorxr | $-0 u0.o ro. 15 l, ,, 67.q'

f,fa?e alSa
nrrilllrnrlElrr -rr,nrll I

ro.6 13.30 t:.lt t0'qt

iD(oGLltfprCl
ffiD)

tltO altl ao90 a!. ro 5316

t2.61?a[t 3:lto It.l! !t:6l

r3.:tilov:rc Erilr,GoETrrffi,

'TilIT
5r.t, .t tl ,o. 15 c, tt

t{*.a.< O.t O ttr.rt .30.to $es? rl.at a!3.62

mmrr I t 3 tt t
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ANNEXU 17: EXTRACT OF 2013 FSA BETUTEEN GULF ENERGYAND THIKA POUTER

llJ.I,'tlJAGlmlT
rtirmre iotl'Iranm

DATID

I Jr| Xlt

tlt;r
orf,rfillrc,"LmtrD

rlflr
A.a

llllr^,lorrru5llD
n ?rrtlr
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TlllS AGRFf ME\T r mrdc on thrs dey of Mry 201!

Br.TWr.[.N

GULF ENERCY l.lMlTED t comprry tncorponlcd un&r thc lrsc of Keoyl. hrtu3
itr regirtcrcd officc rt Gcmrnra lnrurancc Phzt, {o }'lorrr. Kilrmrnjuo Avcauc. Uppcr

Hrll. P. 0. Bor 6l t72 Nlroh fl)tfi). Kcoyr:

(llcrcineficr rcfcncd to r the "Sqrplrcr")

ON T1IE ONf, HAND
And

TlllXA PO$'F.R l-tMtTED. comp.ny tncorporrtcd uodcr thc lrwr of Kcnyr. hn'tng
rtr rcgirtcrcd officc rt Chrromo l.enc, Wcrthndr. Purholhm llour. Plot L.n. No

209,'66'4{ P. O Brtx 150 Neirobr 00100. Kcnyr;

(llcrcioricr rcfcncd b rr thc '?urctrtr")

oN TtlE OTliliR tl^Nt'

wlll]tt]iAs:

Thc Purchrxr rnd NPI.C cntcrrd inlo r l'oucr Puruhrc Agrccmcnt (rhc 'P.r.r Plrtlmc
Atmcm!!l') pursurnl lo which thc Purchr.rct rhlll dclclop. 6neocc. o*n. oftcntc rnd

mrintrrn rn tlMl[' Porrcr Plrnl (u ruch tcrml lrc funhcr dcfincd tn Clturt' I bclow]'

(B Undcr thc Powcr Purchuc Agrccmcnt, thc Purchrscr rs rcsponlhlc for prrtcurrn3 fucl for

thc Po*'cr Phnt

(( lhc Supp[cr dcrrrcr lo fulfill rlt of Purcbercr'r Fucl rupply nccdr for thc Powcr Phnt.

rubjc<t lo, rod tn tcordrocc rrith. thc lcrmr rnd condilronr of thir Agrccmcnt'

NOW IT IS Hf,tTEEY AGNEED AS FOI.I.OWS:

Pgc I of 16
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ANNEXU 18: LETTER FROttl THIKA POWER TO KPLC DATED 23 MARCH 2017

@ Thika Power Limited
,!OI!t LlItTE

ztr' Hrrdt tO1,

Yo:

Dr.bmd Imr

Or ilrx^\rx.c\rofl\lrcar

EcI Ir fmd il ffr frd tdr lr-rt

Oerr

ri13 ro tha rlo,G mratloncd arcemeof drod r,V fof S tbuc 33'

lootrrclEral of d! ftd Sugglv rytotilrt on Apt[ 2Ot6 Tttb Forcr Unrlrd roo5 llla to

loa tr c[cnrbn ol the f u.l 5.FD|V A3rtelrlttt I'o' lor' ('t Yil! slttr GUll tnor|V Umlcd'

to. brt rhr.r.rd a htI Yae'l ln oPer.tin Ih*r poipr ltaY! colrumd hs fue{ tfun the 
'ryecttd

ooruumgudt n ,0f toad urhan colltrrl mr au.rdcd .IhB r crurd bv low dl$'ldt to tho

C.nt ocos.rad bv cdnnt&tbnk!| ot more rrncrlblc rounn ol cmrgY

O*romo L,rr. Wrrdrdr tO,lq tottr,00t0. fLarobl lC: lllll.T - t.r:3ra2o!t
Caf hroCfffrrorrr.co.t

lLn tane lref CHJ ffi tillcr
Ih rrlt lrfid llFrr Gryl t,Irul (.plf}
iln Aa,
PO. til tott Ot'o tbroaf lrltF

o
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Thika Porver Limited
,PTIT LI"IIID

to the tabl€ belory lor hetw lutl orl grorecled consum6En.Barnlt tclual coni{mpoon-

Erpectad coilumpltorl Arturl cofigrmptbn I OHer"*" (tofrl

:t 7Oi t .d
,7

8t,6E4.7E 144-8t

2l 706.79 77,722.e7
97,953.25

TOTAL ra5la6.9, r',,.ffi.r2 21r.r20^23

tfE tabte .b.r{e lrpactcd con3unpbon ot h..w liral oll would be 166:1E6.97 MT undoT lhe

sgned whde wc lra]lc con3ui[d onty lS4 605 7, MT, leavlng a dill'erencu of 21f 720.2t MT

rnto coataderarbn thc above fi3urel which 't only {2 .2 
'3 

ol tha ax9ccted prqedod colr3unpll'n

rho cooeled wtttr b{v p|{nf dirg.tch ,lhll. pdltr lmnrd rcqocrt |or tha fucl rupply e3rlemsrt lo

be rth thc curent lusl rupotcr r&rce 1r htv! m clrdattnt with the htEr to enrbh thc

conrunrc 211720.25 Mr r croFctea bv the frrl suppalet brl{ on our proiect d.ta .,tP'ctftloos

we note rh.t duc to the low dirg.tch erpected ln thc conrn3 pers. il would be very chelhrglng to

o6ers that yuorrld be more competitive ltlrn tha arltllng tSA.

All ottrer termr td OndrtEls lem.rnr tha ran* ar per lhe NUiV 2013 fuel rupplY a3rcsn3ftt

R{{ards

Mwaura

ManaGrr

goYver planl

ChrromoLene.Wrttl.6dr, PO. lortO357.O0l00,N]robi.tel: I74E947 c,r(l7.l2rL1l
lmeil rnlolthrlopourr.co.lc

.Y
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19: LETTER FROM THIKA POWER TO KPLC DATED 28 APRIL 2017

Thika Power Limited

R€,1:

lOM tlLlYD

:Eth A9rll, rorT

Mina6ln6 Director &Clie{ Erecutiw Offker

The Xenya Porer and Ltlrttr6 Corpay Linhed ('xpt(').

Stlne Hr!a.

P.O. Box ,Oo99..OO,IOO t{.robi, Xanlie

Dr. Kanneth rarL6

TH I lulKPtOPor66lto6EA

{Pr/3Q}/1:J4tvXPM/MM

R.q'rct Fo nrrurl O fud $nnh,lgrrt!ril
abovt mattcr rc{crt.

*o rcfcr to our lattrr d.tad :l' Mardr lotT ,aqr3tn8 aal crtarlrioo of tha Flrcl Supply A€rcenErt
FSA") rnd yrrur raSPonta d.t.d l6' Mrcl\ lor7.

forRndcr

wlrh to €nrc.t XPLC to revicw lr decirio b.scd on the {ollortln8 mitrgathS (}cunr5t-x6 not

t.

by tha FSA and ul. Porrtr Purclrrsa Agcamant at thc tlrrtc ol axc(utlon:

lhc FSA dld rrot (oo$dcr tha lolr dspar(h retirne hsuutcd by thc Goecrrmant of Kc,ryt
mld<ontra(t, wti(h natatively affe(ed ltE ptant in thr years tot5 and )ot6 bt (auJtrt t
driliafkally lof,lr coml,wtim of fucl'then tlre wlumer ;nitt{y polccted rt t o(ur"mcri
sta6e;

ln vicw d th. fil8*rg s{cnd,o, thc FSA thardd. dd not p.ovld! arty flcxb{ty to tl,! frrl
Suppllcr to ra{rguard aSainrt dired flnarxlal lor*s rtrulthg frqn bxltoba* contradt
entced into wlth lrl supgliers to guxantea perlorrnance of hs re<urity sto(l and operatlonal
rto(loultatbnr tothe tlon r FEt;

Thc low dlrprlch in thc yrerr ,0t5 ard 1016 har rlro c.rur.d thc Fucl Slpplhr ro suffcr hcary
flnrnclrl lor:cr rluc to rc(r'u.d h"?G!t tld 316rr6c ircr m thc fucl w{ri(h hai rEr bGan

con*nncd for trvo (r) yca-

Chhomo t n., hrdmdt ?.o aor t0t5r. OtOq, il.tott lrl: ttrtttat . F.r tratott

Rrf:

Sil,

).

,-
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ANNEXU 20: LETTER FROM KPLC TO THIKA POWER DATED 5 MAY 2017

..1..i.,-.iN:'. "rlj:i--I lr F,.j -.1. i- r,-, r jl,'l- ,,l l.l, ;

T
I

LEPHONE.32OlOOO
LEGRAIlIS
ECTRIC'NAIROBI

3753rt36
BOX 30099-00100

E[:
P

IROBI (ENVA

Our rel: KPt ltc12112/481/KPM/rnm

Your rol: THIKA\KPLC\Po I 86\1068A

Country Monoger
Ihiko Power Limiled
P.O. Box 50357{0100
llAtRoil

Kenya Power

STIMA PLAZA
KTJLOBOT ROAD

T,ARKLANDS NAIROBI
KENYA

05 Mov 2017

Atlentbn: Semoon Semoon

C

Deot l)g*^
/

lE: REQUEST rOt lENEwAt Ot rUEt SUP?LY AGREEilEXI (;SA)

Roference is mode lo your lellor Ref: THIKA\KPLC\Pol86\1068A doled
28r, Aprrt 2017 ond our previous cor$pondences on tne subiect
rno?ler.

Considering lock ol provision rn the FSA lor :uch on ertensron os
outlinod rn our leffer lo you rer: KPll3clzll2l4SllK?Mlmm doted 28h
Morch frl/, wa ore conslroined in gronting you lha four 14) yeon
requestod oxtonsbn, Howevor, lo ovoid lock of fuel in lhe Power Plonl,
we odvhe you to reek o linol extenslon of two [2] yeors fiort lhe luel
supplior to enqblo you rnoke onongements lor o new Fuel Suppty
Agreomenl ln occordonce wilh clouse 9.13 of the Power Purchqse
Agreemenl (PPAI

Ihe extenrpn sholl be on lha some lernE ond condillcns os stipuklted n
lhe erirling FSA.
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ANNEXUR 21:2017 EXTRACT OF TSAVO F'OWER BID EVALUATION REPORT

rrsoqr
ISAto P0llmcorprwtm-

Itxolxroi I}C S'PPLY (f HFO IO X|PEVT' I
l,

"x
'l

illi(rr
!tl4tr ,€rtoutf rtD Imnnrovrrnfrid

?.{;x.

@ ('.urrSr.rnrrrr
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22:2019 EXTRACT OF THIKA POvlrER BID EVALUATION REPORT

August

AN

A
THIKA POWf R ww

htr,Xl,lol)

P. Irloadrfrrur
Man1k1 t)ircctor - Xcnye Power rnd Llhtlry Company

lilerr€UqrC Finmcc Corpp.t rtoD
Af rican De,veloporent Bant

ABSAC.I t,

Thile Fornr pbnt - Fuel tupdy fcndcr CvJsrtior

coilFlDErtlTlAL

9t,

here cmpletcd the financir| aod tcclnkrl cv'aluetbn olThita powcr daofs ftrC ttryply

are $tmittila to Vru, kind rnentiql ths evJurtlon report, and would lite to proc.ed to
rwrrd of tlrc comrrct to thc giddcr havlt eubmltted thc lou,eril evrl,'ted 

'l'pnrtvc
l.e. Gutf Energy Ur*tcd. Acrordf$y re uou6 litc to anyite Gttf Enerjy (eloqsidc whh

frqn IPICI to the Flrel Supptv Agmerrcnt finallratim, * yorx crlien

you canfnmetlon.

FrltHulty,

trUd

llast
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lmmcrttY

lwYt[c.

ilrimilr

gnrqllY-ilrAGrtrI

n[utof,lr.
P.O. hr tlell$lm ,.r!b

?q216

C

to



o

o

a

a

O

o

o

o

O

a

a

O

Private and 207

Kenya
Forensic
August

and Lighting Company PLC
it Report on Procurement and Use of Heavy FuelOils

Flge 3/6

fuerdey .lune f 1, m19, h the prca€nce of rcprerentetiver of lhlta Pff€r Ltd, XPLC end

p.rtlciprnB. the 3 rcceivcd bidr were opened ar folou:

hae proceeded to.n an-deplh llnancial and technkal enalpit ol the 3 tids receiysd.

a resuh (detailr in thc toloring sectio'rsf:

The Gulf Energy ttd titl has becn found technac.lh tgponrive, whcreer TotC rod R.H

Devani's Uds have not been found rerponlue. Totd'3 Uds war fotnd unrerponrive

q! t import il pointe (l{o BL evidcflc€ of avere3e :nnDl HFO sehr for 2016 to 2018

o, 70,00 MT, inqrftident prcviotn HFO expcriencc, no arranSemcnt to. totr,ci,ll
whcrear R.H Oeva.a'r bld wer found unrerpontivr on 4 amportrnt pdor {ryerr3e
.nnuel turnorer fq 2016 to 2018 bdry Zfittr.9,.wragc annuel HttO rCer lor 2016

to 2018 below 70,ffn MT, m dedkrted stora3e h Momb[a, limited HFO erperiencel

Thcrs(ore. end besed on rection 6 (particulerly per4raghr 6.1 and 6.2) d the lmttuctions

to Bidder, tfu llddr haLl qrtmllrd dl. loU.'t.[,.lttd nryortrr lld L Guf
Srnrw UnX.d.

mlraiooB rra.
P O. &[ {t9]lfilS l.arots

!m rD!or0 rorAr.Axt0txctDrrcrr
Itcimclrcfonrlmyf

GuI €mr;y ttd Equity Be* knyr Un-trd 703.10E2

707.25fo,tel IcnVe ltd Eerdeyr Benl o{ Alricr Umited

Rxttii H.ribh.a lhv.r* Lld Conrnetci.rl Benl of Africe Limircd 7,s.!r9a2
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prices for the technicelly responrive bidi haw evalsat€d and cqrected rs follour:

All .rithmctical erro'' have bssn cqrecled tin occordonce with lfg cbuse

s.3.2)

TXlr rowtl Ltd.
t,O ts,r{te3l rIJlr:i, '.r,,'t"

7*316

nt'Eff'*T DAIT otlo'l20t9
fO ltOAnAlGrtf mrct (5dryr roud Orlolllf!9l tl16.59X)

ftflGlfT r rllI&Y9V/YYlblI{Af nAn/AfrAbl
wYs t.29

w58 t.2!)

AFRAM.M 177.1

AFRAM.E t77.t

EXCHAreI nAIE lct{ AWTACE F(I MAY 20ttf tol.1507

Pff}q,ClOCEITY o.95

r res (^T lfrElt {Ct OAIEI

PETROT EUM UVY-XS}| 40O/M3 t!.1626

ExoSE UrW XSI|S 600/M3 6.2439

wHARFAGI-U9D 2.2/lvlT 2.2

STEVE DOATilG-{J5D t.55/Mr 1.65

MERO.IANT 9HIPP]i{G SIRVKE LEYY. UsD 0.3/MT 0.3

RAILWAY OEVELOPMEAIT FU'{O l-9{x
6OX IMPOflT F€E5 2X
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rxlr 90wtr Ltd.
P O. Bor {59llrr{lt0 lb,,uEr

P4eq6

GUtf,

tot tDAtI cltt
It d.r! ro,rld gtl0tlz0rtl 416.5ei()

'lItD 
,ttxt; / oElq.xr 72.(Im

trao(l ' rrl{utrl*'taD(rtrrx/atrrll 1r.i(In

nrco uxrutttlttoir
mrxt?t 4l.um

32.966trAEt
otttfrot .lm,G6r rlffiT. tT(rE ll.7r1,,

f{A.a+C.O+t.fl 6?,,.rrr7
1lAXING
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ANNEXU 23: LETTER BETWEEN THIKA POWER AND KPLC lN AUGUST 2019

r?I
ilrl;orrrud. Prg--tlz

m! lryuf.l'2oft
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AN 24: LETTER FROM KPLC TO THIKA POWER DATED 13 SEPTETUIBER 2019

Kernya Ponver

C:ttlOtu PO Sstod9t @10O.
f.lt,lwE - 23a42J1greo
fuAb Ztl48Jtratas

ttifltu..X&.Rod,
,\'uintht. Kcnytt

I l3c t2l t 3 I 8l /rK/PtM4kk l3 Seplember 2019

Nos

Power Limited
Box 45934 -mul00

lotlerref: IHIKA/XPIC/PO!85/190823 doled 234 Ar.gusl20l9 on lhe
subiecl moller refers.

hos no objecfion lo the oword of the lender for suppty of HFO to
Energy for six months with onb 3 monlh exlension suEriecl lo KPLC

Meonwhlle we requesl lhlko Ponar to submil rcvised tender
for KPLC's opprovol lo ovc*J ony deloys in the relendedng

folthfully,
nlE XEilYA NOWEN I UG}MNG CO. tID

August

"-Lb

\

Sir

tU
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25: EXTRACT OF SIGNED PPA BETWEEN KPLC AND TRUIMPH POWER

t.t lr. I r., / i., ,

[f rl I

,
(t'

L"rl-, $*J

rfl{
oaro lA DAyoD

'[^- ']Ili-*-.1

v

Kenya Power

C l-Jr.;Pe 2oI2

I

THC XE{YA FOWf,R AND IJG}TNNG GOMPAN' UMTTED

AND

Tntumut nowER GH!{GIIA'IING COMTANY UXITED

NOWln PUITCHASS AGREME{T

tll,tlllAnil nru8R fr0t,tn P|"lttf[
.t^

t(nll r
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TIITBAGnETMB]ITL'n dothGd*, -Uut* -,
BEfxtEEf

(l) Triumph Bu,ra Garcrethg Cmrprqy LhilGd. r onrpE incorpcetcd .\
fcrryi.iO ltr n3H olfte ri Oun;r Oor, oa, qTS! ior4 Indurtrlal

aniffeircU.ro-lc rteo - mlo Mkoti' tcaqp("Srnef!,

AND

P) ftrc Kcnyr noslr.d t{hett
I(arfle rith tlr rcgkrd officr

CompcryLhlud.e
et $lmr Pt rr, P.O.

Kcnyr ('XPLCl.

WHINEA&

(A) KPiC b llccd o porclrr drldcity rnd b rrrurft ard
clecHcity h dE tePoblk of f.rnYt

(E) .nd

_ .!$r1}Syil$fE{!yf-lctoro'r$tEd*lroo11 dUrRm rE
Itrrur*!o Or RtrP, dusdlcr,a thcarcttdol lurdcrer,l ruqud b
hbe portr purdnrceg*z*ttt with XPIC md

(D) Thb A6lcmrr b thr ponnr purdrrx r$lGGnnt ltl..d bctrtcn tln Prrticr

Frrrrrr*bdERI?.

tT Ut HBEBY AGIEED rl lolhavr:

-.t-

r

a
O
CD

tr)

3

t

F,



o

August

Kenya and Lighting Company PLC
Forensic it Report on Procurement and Use of Heavy Fuel Oils

ANNEXU 26: LETTER FROM KPLC TO TRIUilIPH POWER DATED 17 JANUARY 2014o
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Kenya Power

Ar
ltu(

lhe Kenya Povnr & Llghilttg C-r. Ltd-
CenlrC O//tcc - PO. Ao.x 1Xr99 Nffil, Kanya.

Tekid:rrp - zil-m-3mlM0. Idegiamc ELECTRIC'
Far trtro, 2*m.3511185

snMA PLA?A. XOI-O8o r ROAD

XPI/7BA/501/CMEl/ico

(

t?n Jrnerrl 20ll

FAX:65117.1{

l. Abols.

Powcr C'cncnrting Ctrmpny l.imitcd.
Box ll64(,-0(N0(t.

T

4.
J-r t

-ln,/#-/2,
rnr{cxvr ffwun r/rdirrrnc co. Lrn

f,.-r

lcttcr Rcl. TXX'l,rllFO00l,?01.1 darod 9il Jrnuan'20t.1 on rhc abovc mancr rcfer"

conlirm thc reccip ol tcndc cvaluation rqrrn tir llcuvy Frxl Oil anpply and
aqanl o[ lhc ll.mrc to (iull'Encrgr I inritcrl hting tht rn(Nt compctitive tid&r.

r'r,c givc (xr corrunctrcc thet you cn5ngc thc prospcttir'c srpplicr. Gulf Emgy
in uny lirnhcr discur.rions urxl pruervrl hr prtrrura- thr tirl

r')

SAMMY iTI.IIT
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27: EXTRACT OF SIGNED FSA BETWEEN GULF ENERGY AND TRIUMPH
POWER

August

t,'r- ,;,4f .,t'D.t"d,'tzota

TRruIPH POTYER GENERANNO

COIIPANY LMlrEO

GUIF ENERGY LIXIIED

FUEL OIL

SUPPLY AGREEMENT

FOR PROPOBED ATHI RIVER 83 TEGAIVAIT

POWER PLA}IT

ard
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Agncancntbru6cDoftlit 1: d4, oa ,,VFR{1, zoj

TRltflPH PTOWER GEXERAmO OilPAilY UITEDT co.rT.,Uhcorpo'd€d n
K6ny€ sffi tt3 rogrctr.d oalc. d DunOE cld.. off Dunga R€d. lnd,3trid Atu'
Xef6or p O gq itsao - OOam Ndrobt Kdtye (lho ?t rchrd' t$i$ erparrt
!hdl. wr|e e tE cqftxr Go .ddr ncluda It pcrmitH 6uoDoasr6 in tlb ild
pem*SO r*lnr)' and

GiLF EIIERCY LrTED . oornP.ny ncorporuco $lh Inacd r.b'ry tr6c( 
'rcurr ot xrrvl $fiorc |,GgbEfcd rrtcc r a 4i Flc., Gfirr l|r|rfYE Pli!.. rrd

l(li,turlro AYUnr upoit*r. P.O. Bor 61872 ]llob m200 0he Supplot wttch
crp.€asion *ral. wtrco-trc conhrl to dnlt3 indude tls p6l|tal€d 3uoqaaao.s n tl|c
rnd pcmtltrd r*hnr)

(A) fha Putchaar har crtr'ad flo lh. Pilrar Purclraro Agrccr:nt (d'fttcd b'|il,

(8) Thc Punfnrer hrnld bndc.t br thc luppry of Fuel (48 dslitcd Dolor) ro thc Porcr
Pbnt trd tul ar*racd tte l€oders tootnird rnd d*;rnnod the SrpCat'! b'd lo
bc lhcgplslul hr. e.d

tcl subtad b ilrG tmm rxl cmdrbfE ol lhrr Agrccnrnl. tt Purcluer lu*Y ryts
the Sugrbl s bld ild Ot Suppbr h.Gby aorGc! to appty rrd locrnrc ltc 

'tfdy
Ct t.. ii.l. a,rd tE Arctu.cr hc.cby aef€e' to pnd.$ OtG Ft i{ dr tha lgrmr 'ld
uDFcf b thc condfiqE ctl tlE AgroooErt

1T lE HEREBY ABREED g lobra:
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DERT{ITIO}'8 AilO I]ITERPRETATIO}I

trFmrnoits
|n t,t Ag,tcflr|rt. oF lobuhe Uo.ds snd Glptr..ut !m[ (u.*.t th. cdtlcfll
ofrcrwim reqrrctt lE rc th lt pacll}a ,ncanng! t.l orl bohr

'Attl0ata"''E!n.. an .tl.r lo r|ly panon. r", ho'*tg cfiip'tty ot rto'lnry ol
that pc.ton q, rty ru!.dJy of r hil*rg compsny ol thd p.,lton uihrn thc rm.rito
o( Sadbtt lsa o, lt. Corpor*n Ad ol rbny. (CaP'18):

'Agmnrorf mcrrr thb hEl .lrgpty.grromfit, d.Ed E d t|t drlc frll dtl€(d
e6a,6 UA6 the ftfi1.r.( md itrc-suepfa m nrry ba bwlutty rrrcndcd ltutr
rncbttnc,

"Att rnarh &Dellr'rnc][ eny lrxplbT lor aourct cil $oety) ol rrd (6 tha c.!.
,i.y b.l dicr lhfi lhc SuPPfrt

'APl' nrit &mrut Pctoaeun lrll0h.tai

.Apellc.nf rrrJ hcve tho rrwtrg gn/ir !o t n cburc t7 /t (t,ro6du,as iot Er,pil
Ad/ldcaaur), 
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28: STAiIDARDIZED FINANCIAL EVALUATION CRITERIA FOR ALL IPPS

TnrldNo
1 2 3 4 f tt U IU tt 1Z IJ

T1d"'Y* 2015 zA?o zJ17 201 5 20?o 2015 20r9 2f.21 m20 2013 2019

o,lPP"i-
Gdf
Forrf
Lrd

Gulf
P*tr
Lrd

Tltlo
Polar
Ltd

R!ili
Pffi
Ltd

R!b6i
Powq Lld

lbdrlric!
Lrd

bcrdfica
ud

lb.refri5
LE

IilI(.
Poulr
Lrd

ThT('
Pffi
Ltd

rnunplr
PorI!r
@Lrd

rrrrrph
Port.
GC Ltd

g.pdcr'i Grtf
Enc{gy
LlrITE

VhD
ErEtgy
Ltd

Rrf
Haibtea
Darti
L[nEd

lGnol
KobT

Ddtir
Pfiolajm
Lifiitcd

Aril
Enrgy
Ltnibd

C*ll
Ertrgy
Lrltbd

Rrri
Hribh.i
Dcvrl
Liritad

Gdf
Erl'!y
Linllcd Dat ati

R H
Gulf
Errfw
ttriEd

Rti
Hribhi
Ocvti
Liritsd

A llAvs!0p or
r|lrfm d Pun
Ar$rm Glrf 3
orh ccntrc gt
D.tl

I

16.61 150.46 313.14 309.51 300.62 300.$ 3$3.82 3f.217 4r6.50 r63.00 626.12 392,70

",T*' il.w u.5 rlo.!o 4r.00 ttE.t9 3/.OO 42.U' 6/.U) t-l.ut *t.{rJ a{r.q, UC,I'

37.4 60.25 r6.50

u ryuo[r cilrrlto:TRi r
1w$v,wset r
(ATAI iAFRAB)I

56m 101.02 7.79 21.@ 9El .O.00 42.0

u I lLoce
Tralrort
uoftoaa .nd
Polcr Ptrr ocr
Mnl

I

43.00 30.57 r8.74 2221 23 05 46.35 36.35 I.r0 12.fi 31.65 rl{.50 3r.05

E llrelcr xE
reof: 12.* 29.32 2.65 12.m 6.E9 27.68 20.38 40.31 :t2.8S 23.3t a3.73 32.1a
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1374 972 7.48 8.S) 14 60 7.55 7.r9 16.42 r0.54 5.r6 16.34 9_69

z.'/I) z2u z.rf 4.4t z.a) 2.4) z.a) z.a) /-;N LZt) 2.:A) 2.21)

r.65 r65 1,63 1.65 1.6, 1.65 r.63 1.65 1.65 r.63

t.3z tt.t / tt.zl 0.9/ 6. t6 6-61 6.J6 6.24 6.21 L4) o-tJ

3.98 4. t6 4.14/t.8E 391 4. r6 4.65 4.12 4.19 3.96 4.94

9.38 7.m 10 90 7.4210.,09 356 5.54 5.69 8.v 3.e6 6.21 3.87

lr/t

Sh #m Fcor
rcnafr 030 0.30 0.30 0.r 0.30 0.30 0.30 0.30 0.30 0_30 0.30 0.30

F
Ad
Prc

lowl rGrdr,
fr Coab.
it Sldrocl

81.32 27.97 t5.gtt 11.62 10$ 27.19 26.73 n.$ t3.n 4.42 81.116 r5.8it

(,
Chr
fct

lJdvcry
rg.,/Trmrht 3.35 7.50 6.35

H
IQ

t anagGflE r
1 t.5o 10.00 14 7g

llDl arnal (10.83)

Bad rrlc. A VAT 868.51 365.52 411.m 442.00 i166.59 47E.06 57r.6 $7.v 634.86 34r-54 899 6 373.72
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AN 29: FORMULAS FOR PPA AND FSA ACROSS ALL IPPS

PPA FOR LAS

1. Gulf r PPA Formula

Pert B: FUEL CIIARGES

I Cdcrl.tim ortucl chlrgcs

Fq thc Brposc of dausc 9.4, KPLC shall poy UE adlcr lircl ctErg6 in
rcspcct ol thc Nct Ehctic.l Outsut ot thc plent in cacfi rpnth cdcdetcd as

FCr- NEO? ' Xp

lYhcrc:

FCt

I{EOr

Y.r

sFc

J

Thc .grylgstc .rpunt ot tud charlGs (oQr6sGd ln USD)

pry*lo in llspcctb month p

Thc .grgfcglltc nct clccti(t cuqilrt (kwh) ot lhc d.nt in rnonth p;

Thc firl chetgc r& (cxprcsscd in USD/kWh);=

SFC'K-ifr-
Spccific fucl coGumption of thc d.nt, bcing o.2l5lg/kwh

Thc rdnlmum losr c.loriflc valuc ol th. ftIol, .nd thc partlGa

lE cby {r!c lh.t la thc Firpocr of lH3 .Orlcmcnt, thG vrluc ot
J ih.ll bc 41,(n0 kJ/!0

Thc rvclhbd .u!r.gp pricg in US,MT (cnduding VrT) ol thc
fircl consumcd by thc rcllcr dwing thc mmth b.scd on lhc
rccounun0 conyGnlim of FIFO .nd lhc .pdlc.blc firl prlc.r
pcr3ll.ntto tho FSA; end

Thc .vcr.gE lovrcr cdoriflc nltJG of thG qu.nfty of fud
comuncd by thc acllcr dJrim th.t rEnth b.tcd on thc
rccountne coruanton ol FIFO and lhc q't.ll! c.ttilc.b.
pmvldcd by thc frd 3upplLr tor thosc dGlh,rrb., ln kJrkg

K

L
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Power PPA Formula

8: FUEL CHARGES

ol Fuol Charges

Pert B: FIIEL CIIARGES

Calculation of fuel cfiargm

For thc purposc of clausc 9.4, KPLC shall pay thc scllor fud chargos in rcspcct d the Nct
Elcctical Outsut of Otc cxistirp plant in cach month calctlatcd as folloua:

FCr= NEOP ' Xp

Wherc:

FCr Thc aggEgat€ amount ot lucl charlps (cxprcsscd in USD) payaplc in ]€spcct to
month p

I[EO? Thc aggrcgatc nct clcctical ouput (kWh) of thc plcnts in lypnth p;

Xr Thc tucl chaoc rrb (cxprcsscd in USD/kWh);=

S'K ' J

I,m0,000.00

S'1. Spccific fircl coGumption ratc during thc pcdod whcn lhc cxictng plant is

using 'l% SHFO, bcirp 2259/kwh;
or

52. thc Spcclfc Fuol consumpton ratc durlng thc perlod nficn thc Exlstng
Pbnt is using 1.8% SHFO, bcnig 2269/kWh.

Thc minimum lorcr calorific valuc ol thc fucl, and thc partlcs hcrcby
agrcc lhat ior thc prrposc of this agrccmcnt, thc valuc ol J shall bc

'10,585 
kJ/kg

a) br tho purposcs of thls paragraph , ln thc month in whlch this paragoph lof
Schcdulc 4 of Part B comos into cllccl (p='l ) and tor thc nrcnth p=l;

Thc avcngc prlcc in US/MT (cxddlng VaT) ol tho li.tcl paid by thc

scllcr b thc tucl supdicr pursulnt to urc FSA for thc btll qumtlty of
fucl dclivcrcd to thc scllcr durino thc month; and

L Thc rcighbd avrngp of thc lowcr calorifrc valuc ot fic tobl
quentity ol fucl dcllvcrcd to thc scllcr during hd monh bercd on thc
qualily ccillflcatcs providcd by thc firl suppllcr hr thocc dclivcdcs,
in kJI(g: and

b)forthc rnontl p=! and thcrcattor:

K

L

s

J

K
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li.rd supplicr pur$ant b ttc FSA br the bbl qr.nmy d firl dclircrcd to tic
scltcr duirp thc morffr P-'1. ln thc cwril thal m irl ws dclhorld dtrirp thc
rnnth p-l, lhc avcragc fficc (cxduding Vat)of lhe tud pdd by lhc scllcr b thc
lid supplicr pursu.nt b Utc FSA br ltp bbl cpntity d lircl dclhlctcd et thc
scllcr durir0 thc last month prccccdirp thc rmnlh p-1 in which fucl was
dcllvcrcd b thc scllGr in USD/MT: and

Thc vreightcd avGrtop of thc low cabdfic rrdlc of thc bbl quentity of fud
dclivcrcd to thc scllcr dudng thlt monh P-'l bascd on thc quality ccrtifcatcs
providcd by tlrc fud supplicr br lftoqc ddivcrbs, in ki/kg; In tic cvEnt thlt no
lird was ddivcrcd during thc rrnth pl, trc rxdghbd rtortp of thc Lorcr
Calorlic Vduc of thc tobl quantity of fud dclitcrd b thc Sctlcr dudrp thc lest
nnnth prcccdirp the monlh p-l in w?*tr lid wc ddivcrud b thc scllcr. in kj/kg

F]om tme b tmc KPLC shrll harrc thc rirht b rcqulc lhc Sdlcr d lhc Sdlc/s co6t b
.rnngG for samdas of dolivorod fucl b bc .natfzGd by en indcpondcnt pcrson nominatcd
by KPLC to cfiGck for compliancc with Urc lircl spct ncetbn and for comparisor with lhc
relctnnt qudfy ccrlifcab providcd by thc lin{ supplbr tr thd ddiyGry. KPLC shdl havt
Utc .iCht to mquic thc Scllcr b appoint a rpw indcpcndcnt asscssor undcr thc FSA if
KPLC is of the opinion thst thc quality ccrtifcabs providd by thc cndiry indcpcndcnt
lsicrior lnB mabridly inacorratc.

L
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3. Rabai r PPA Formula

B

d finl ctargos

purpGc of dausc 9.4, KPLC ahall pay b thc scllcr fi,cl cfirrolcs in rrspcct of thc t{ct
OrrFut of tlc pbnt h c!.h monh c.hul.tcd rs follow3:

l,lEOPl 'XPr + NEOPa )(Pz

thc ry.€g.tc amount d fucl cfiargpa (c,eGsscd h USD)
paFblc in rrspcc't b month p

thc aggregatc anpunt ol trl cfiarycs (cnprcssod in USD
psyrblc in rcspcct to month P

NEOPI tlE .ggroeatc Nct Eloctical Oulput (Kwh) of thc phnt in ,nontr
p duing thc pcriod (i) balbrc thc full commcrcid opcntion daE,
and fhom thc Full Conrnachl Opcr.lion Oat6 in eny pcrlod
wtpn thc plant is despaHpd b.low 33tytW otrEr lh.n dt,lc b e
laibrc by thc scllcr or a dcdarafon ol Avdlabilly by thc scLr
bclrw 33 lyfw to0cflGr with (t) a pcrird d 2.5 hdrs frqn vrlpn
thc sclhr is rcquired to rrspond to . d6p.tch lnsfuctbn which
it3df rcquica thc pbnt to op.r.b et rrcIl thm 33 ltillY ln c
3ituatbn whcrc thc plant h€s bccn shut down rprc thJl I llol.rr
othd lhan dl,G b thc dant bchg shut dowr cithcr et tho

thc agercaab Nct ElGctrical olIprn (kwh) of thc Cant in rpntr
p .fur thG Full Cornmcrcial Opcntkm Dab dwlrp any pcrbd
$rhcn NEOPI doca not eply;

FC"

NEOP2

)br

)hr

sFcr

thc F€l Ch.rgp Rab (cxprc$.d ln USUkWh) to NEQt):

sFci 'lg1(m'J/L

thc Fucl Ch.rgp R.tc (cxpGs3cd ln USDykWh).pptoblc b NEOpa

sFC2.1(1om'J/L

thc Spcclflc Fucl Co.lsumpuoll otthc Pl.nt.pplc.U. to NEOPT, bdr! 0.2(

ttrc apcdfic FuGl Comumdlon ol tic Phnt .ppllc.blc b NEOea bclne 0.197

rync thrt br thc purpcc ol Agocmnt, thc vrlw of J lhdl bt 4l,tq, (|/kg

ior thc prrpGc d thl! p.r{r.ph. ln thc month ln sfilch thb pI er.eh I d
scftc<lulc 6 p.rt B comcs inb clbct (psl ) and ic ftc pqruph p. 2:

thc rcighbd avlr.gc pricc (cxctrdhg Vat) of thc Ftrl to b. pail by thc
sclcr to thc Fucl 3upplcr pursu.nt to thc Fucl g.rpply Aeiccmcnt for hc

sFc2

J

a

K
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L

totd quantty ol lircl dcfycrcd to thc sclcr dtf,ing thrt mnth (ogrcsscd in
USD/MD incbdhg any adlltnent agrccd by thc PartiGr pursuant to

thc rv.raoG LoBrr CCorific Vduc d trc btd SlJrlity dfud dGlivrGd to
thc sclcr durhg dwirp th.t rutth br.cd on Ulc Cu.Ity c.illlc.bs
proviJcd byOl.litd suppliorforthos. ddhrcrl.6, ln (UKG; and

b for lhc monlls p=3 and tlprcdter:

thc wcightd t\f,rtp p.icc (cxduding Vat) d thc fud filld by thc sdlcr to
thc fucl st.pClcr pursuail b thc lird 3updy.grccmcnt for thc bt l quantty
of thc lucl &livcrcd to thc sdlcr dring thc month trl (cxposscd in
USD/MD indtrtry any odiultncnt {rccd by ttc p.Aica puennt to
cbusc 9.12. ln lhc evcnt that no fuol ms dclvurcd drirp lltc month pl,
thc wcighbd avlr{c ficG (Gxdnding Va0 d thc lud p.id by tho sdlcr to
6- C.-r ^..-^I-- --a

thc avcralE Lorcr C.loriflc Valuc of fic bhl qu.ntty of fid dclirr.Gd to
lhc scllcr driry monlh pl b.!cd m thc qu.ll! c.rUncab. p.orridcd by thc
Fud Supplcr br tho66 ddivaics. ln kl/kg. ln thc cwnt tfut m fud ms
dclvcrcd durirp lhc mnlh }'l, thc c\,cragE LCV d tE bbl quntty of trl

From b tlmc , XPLC shall h.\rr trG rlght b rcqd'! thc sclcr at ttp Sdlc/r co.t b.n ng.6r
rcmplcs d ddlvcGd tucl b b. .n lylcd by.n ln&p.ndGnt pctssr nonrlmbd by XPLC to
cficck lbr compl.nc. wlh tp fud spcclflcatlons and for conpadson ui$ Ur. rdqnnt qu.lty
ccttillcricr pro,ijcd by thc Ft.|cI SrpplGr ior th.t &fvcry. KPLC ih.ll h.Yr thc dotrt b ]rqui]!
thc Scllcr b .ppolnt . ncuv lndcpcndcnt .cocrsd undcr tlE FSA lf I(PLC b d t,lc Aanaon thc
qu.lltyccttfic.tca prov{dcd by lhc odstng lndcpcndcnt rsscsor.tc m.brLlly ln ccrr.b.

K

L
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4. Thika PPA Formula

B

of tre! chargcs

For purposc of clausc 9.'1, KPLC shall pay to thc scllcr fud cfiarycs in rcspccl c

of thc plant in cach month cdculatcd as follows:

NEOPI'XPr +NEOPz'XPz

thc aggrcgntc smount ol fud cfiargcs (cxprcsscd il
rGpcct to rnonth p

thc aggrcgatc amount of fud charycs (cxprcsscd i

rcspcctto rmnth P

NEQr thc agorcg€te Net Elcctrical Output (Ksrh) of thc dan
ttrc pcriod (i) bcbrc thc full commarcial opcration datt
Commercial Opcration Datl in any pcriod wtEn the l
bclorl 33MW othcr tlran duc b a fuilurc by thc scllcr
Availability by thc sollcr bolow 33 iIW bgoficr with
hours from whcn lho scllcr is rcquipd b G3po
lnstuction which iEcf ]lquills thc plrnt to opantc !t
in a 3itutton whcp ttlc pl.nt hE3 bccn shut dorvn r

o0r.r lhan duG to thc plant bcino shut down cithcr el
Scllcr or othcrwisc dr.lG to e dcfault d thc SGIIGC

thc a0grcgatc Nct Elcctlcrl otrFlJt (kwh) of thc plr
thc Full Cornrncrchl Opcration Datc during any pc

docs no(applf

thc Fucl Charge Ratc (oq9rcsscd in USD/kWh) b NE(

sFCr 'Kl00O'J/L

thc Fucl Chargp Ratc (cxprcsscd ln USD/kWh) appllq

SFC2' l(1000'J/L

trc Spccillc Fucl Consumptlon olthc Plant applicablc
0.2l5kefiYrtt;

thc cpccillc Fucl Consumpton of thc Plant appllcablc I
0.190 ke,kwh;

thc mlnrmum Lo$rcr ctlontrc valua o? trrclucl, rrt(l thc
agrcc that lor tho purposc d Agtccmcnt, thc valuc of .
KTKg:

thc wcightcd avcragp pdca (cxdudrp Vat) of thc Fuc
sclhr to thc Fr.rcl supplicr pursuant to thc Fual Su
quantty of lucl dclivcrud to thc scllcr during thet m
includlng lny.qiustncnt egrccd by thc Pertcs purua

1

FCp

NEOp,

&r

Xp,

sFc,

SFC2

J

K
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L th..rrtr Lowr Cdorllc Vdtr d lh. bll qfit)

ltfdcr hr ttur d.[rrdc, ln ffiG; rnd

b
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5. Power PPA Formula

B

of ftrl charges1

For purposc of dausc 9.4, KPLC shall pay b lhc scllcr fud cfiaqes in rcspcci c
of lhc dant in ctcfi month calculrtcd as follows:

NEOPr')(Pr + NEOPz'XPz

thc agprcgotc amount ol fud cfieqos (cxprcsscd ir
rlspcctb month p.

thc aggrcgatc arounl of fucl cturgcs (cxprcsscd i
pspcct b month P

NEOpr thc aggrwrE Nct Ebcricd q&U (Kut) dthc dmt
thc pcriod

(i) bcbre fE full cornrnorcial opontkrn tlrb, a
Conmcrcial Opcralrm Dato in cny poiod ntrn the 5

bclow 33MW othcr than duc to a failurr by thc sdlcr
Availability by thc scllcr bclow 3 irlW bgnthcr with

(ii) a pqiod of 2.5 tnrs torn whcn thc sclla is ruqui
despadr lnsfuc'tion wtrich ibGlf rctruilcs thc dant t
than llil MW in a situetirr wtrcrc thc plent hao bccn sl
6 houl3 olhcr than duc to tllc plmt bdno shut down cf
ol thc Scllcr or omcmtsc dllc b a dclbult d the Scllcr:

(iii) For thc duotkrn Utc Stcam Unit is out on Plann
rccordanoc with lhc planrcd malntcnrncc prcgram e(
8.3

= thc aggmgst Nct Elccticrl Outxn (kwh) d thc plr
ftc Fdl Comnprcbl Opcnton Dab drlng arry pc

dos not apply

= thc Fucl Chargc Rab (cxycsscd ln tlSD/kWh) apdi

= SFCI'K/'1000'J/L

= lhc Fud Ch.rgc R.b (cxgcsrcd in tlSD/kWh) rpCi

= SFCz'K/1000'J/L

= thc S@llc Frcl Consumptlon of tE Plrntapplldl
02'10IC,tWt:

= thc spcdflc Frrcl CorEumptlon olttE Ptant.ppllcaut
0.201 ke,kttuh:

FCp

NEOp2

)$r

Xp,

sFc,,

sFc2
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J

K

8f, mmmxn Lostr qlaftc \r1ilf ot tt ud. tu tt
.g!. ild tq tll nmcc d Agrsncil, lhc rr{l d.
xl,rte:

= lhc wdgl*d.rralllg! prlcc (orcfifire Vi) dtr
tt. Phnf df,hg ttc Inorttr b.rad or tr rcccrtlrg r

fd th. .pp[* ftrl Fbor nrgrf b Or F8l[ rr
th.rrllt LurrC$rIlcV{x dlh.U qn$
duhg th.l rmnth bod or thc qu$y oordlcfil pn
tu.drfirfh3. h !gKG; td

t

b
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6. Tsavo PPA Formula

Cftlgre
l. (Part B, Schoillb l) Cakulaton of tud charges

For purposc of d.usc 9.3, XPLC ah.ll pay b thc sollcr ft cl chergcs in G3pcct d thc l{ct
Or$ut of thc phnt h cach mmth cdqd.tcd as lblloss:

FC^ + FC8+ FCc

FCr.a.c= ChaOnUc afipunt (cxprussod h USD) tor cecfi of thc dltfccftt
fucl purcfiasc; and

FCE thc aggrcgatc amount ol lirl chaqcs (expcssed in t SD
pe!6blc in lcspccl b month P

2. (P.il q Sclr.tuL /0 D.om.d Ftlo! Qumtlty

of fud dccnpd to hevc bccn consunrcd by thc dant lbr thc pwpcc ot dclvctity
Orrtprrt h month p, DFQ 3hall bo calculatod rs follfl,s:

NEOP'GHR

DFQp= doenred ftrl qmntity usod in npnh p (cxgesscd h lt, d lhc
lowcr crhmc vlfn orfrrcl);

NEOe= rg0ragrtc Nct Elccricll OrrFut ( c,eGsscd in kwh) of tlE pbnt
in monlh p; rnd

GHR GuaranbGd hc.t ratc ol thc plant bclp 8091, kJ/kwh on .bEr
c.lorfic vebc and nct outsut basis.

ol

an

to

3. (P.rt B, Sch.dub a.) La3ur.trrnt of 8tock Holdlttg of Fnl rt tho BoOlrnl|lg
morilr

Atthc d Gach month thc quantly ol fud hcld in sbck at thc Phnt shdl bc rlc6uld.
shCl bc by racordhg thc dcpth d fl,pl stoGd I cach tmk and c.lcdatno, fom

celbr.tlon cficrt, utc rrolumc of fucl storcd ln cach trnk. All t d(t th.l bc mcsuld
and rrcord FVP, thc total quanlv of fucl, in M3, sbrld on slc.

{. (P.rt B, Schedrh {) H..t contott d th. t lfi.rcnt Fuol Purchrsos

of c.dr fud ddh,lry sh.ll bc takcn so th.t thc .Er.gE dcntity .nd low celofic
vrllc bc dcHmin d. S.rmlcs strdl bc trkcn in accord.nc. witt uE API m.ru.| d

lvlceslrcmcnt Sbndards ch.ptc6 E snd 9. ThG lowcr ccloific vrlu of thc lird shd
usirp AiISUASTM sbn(hld D23E2€E Fh.t of combu3tlon d Hydoca&on Fllbbc

by

Ttp of c.ctr cf UlC dflcrcnt fucl purchas6 st'l.ll b. convtilcd lnto. hc.t contmt kJ|rc

Calorlflcbr lvlcthod or cqulv.lcnt.

usn9 v.luos of dGrstty and lowcr calorillc valuo aborc in thc followirg formulai

B

thc
l.lct
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kJ^ =p.;^'LCV^' DF^,kJb= FJs' LCVa'DFB, c.tc

Totrl hGst contcnt (crtptclscd in kJ of lorcr cabrific valuc) for cacfi ditfurunt fud
nrchGG;

Orrtn0tcs ol dlfGrlnt fud nrcrrascs (ogruercd in irf) rcmehing d thc !0rrt of
c.ch month or &lhrcr.d dritg thc morfi;

Lorrl c.lorilh l,.ll.E (cpcsscd h hlkg) of .c.fi lud purch.s.; .nd

Denoity d diflcrrril lird purdrescs (Gxpr6.d in kgy'mr as mctsurcd.

5 (P.rt B, Ecn dd. {.1 Ch.Ig$h Amount for orch o, th. Dlthrtnt Fid

tr

ThG

to
fic bccn ddy.rld undq lhc crncnt Fud SrrpCy Aerccrndt or, il mn cxirb, tt Ld Fucl

9.'10, hc lnvolcc pricc .h.ll nd cxcGcd th. prlc. th.t would h.r,c b.an ptydlc h.d

prlcc d fucl shrfl bo lhc lnvoic. pricG .t thG tmo of dcllvcry porldcd .lw.y. th.t
A.El b ddhrcrd o0lnrilc lh.n pusuglt b a Fud gf,ply Agltcmcnt cxcq,rbd prrlt,rnt

&rccmcnt in cxbbru. Fud wtich has bG.n dclivrrud tllrt ls dccmcd b bc tlscd ilttt
b F]FO fiIlt in firBt drt sylEn

Fuql

Fl/cl

Fucl

. 0 thcn, FC1 - Fl^ r FP^ th371 gP b rgd B
< 0 thcn, FCA = (DFG ' FP y(tCVA, OFA)

f DFS*J^-hh : 0 th.n, FQ = FIB ' FPB thcn go b lird C
it DFS-*J^-IGJB < 0 thcn. FQ = (DFQ*JJrFP!)} / (Lcvr.DFr)

(.nd olhcrl.t.pprop,ie)

lf DFQp*J^-k u-kJr: 0 [En, FCC = FIC ' FPC trcn go b irel D e.t.c
il DFq-kJ^-hr!- k+ < 0 tton, paa 

= (DFg*J^-ktfFPC)l / (tcvc.Dtc)

kJe.a.c =

LCV^g.g .

DFQp "

To0rl trt contcnt (U) of crch firl purcfiGc;

Lovrcr cdortft veltr (oe.r...d h f\r4tg) oloclr ltrcl BJnh.!.:

dofiEd frd qttrntty u!.d ln month p (cxprcscd in K .t th.
losrr c.lfiillc Efl. d fttl);

FPr.a.c ' irelrr rho,n qr lnrolcc (cxprurcd h US $/m1 of srch l\rd
pudrcsr fro.n thc ftd 3tpplbq .nd
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FSA LAS

1. Gu Power - Gulf Energy FSA

FSA 2014
CALCI]LATION OF TIIE PRICE

P

P = (|+B+C+D+E+F)
Pricc in USD for cach MT of fird ddivcrcd thorgh thc dclivery point

which mcct thc fwl spcclfications and in llspcd of shkh ell appllcablc
taxcs (exept wt luve bcen peid

The a'rerage ol he lvleans of Platts of the daily quobttons published
by Platts Arab Gulf for High Sdphur Fuel Oil 180 cst, under the
heading '180 Arab Guf FOB'for nve effedivc days cenbred m the
Bill of Lading date b which the shipnterf,'f lehbs.

Freight Charge applhable to rhlpmnt'X'
B= TRb' (Wby/WSb)' (AFRAmTAFRAb)
The basis raE for a 25,000 (lorB) tmnc rnediun nnge bhd cil
tanker for a 'royage between Arabian Gulf (Quion lsland) to
Mombasa. This value shall be fixed throughout thc tcrm of this
Agrcement at USD 50 for each MT of fud (btivered hrough the
deltuery polnt d.rdng he rele\rant month.
The rrnodd scale index for a shndard wssel lor a \,o)rago befi,yqon
the Arabian Gulf (Quion lsland) and Mombasa as established in the
year in wt$ch ddivery of shipmert x commences as publishcd in thc
'lGw Worldwide Tanker Nominal Frcight Scde 1/orldscale".
The basls Worlrlscale lndex br a standad wssol for a t/oytge
betwcn he Aratian Gulf (Quon lsland) Ild Mornba$ published in
the'l.lew Worldwide Tanker Nomind Freight Scalc'WorlGcale- for
2014. This vdue shall be lixed hroqhout the tcrm ol this
Agreement at USD t0.71 for cach MT of tud (bli\Grcd lhrough thc
delivery point diring th6 rele\rant mmth.
The Average Freight Rate Assessmenb (AFRA) lb,r a rnodlum range
v€ssol for he single rroyage rate betrpen the Arabian Gdf (Quion
lsland) to Mombca as provided by the Londan Tanker Brokerc
Panel Umtbd on the flrst day of the nlonth prccedng the month in
which delitnry of shipment x though the dclhary point commences.
The Average Frclglil Rab Assessmenb (AFRA) br a mcdlum range
v€ssol for he single voyEge rate betrreen he Arablan Gdf (Quion
lsland) to trlombra as provided by the Londm Tankcr Brokcrs
Pancl Limttsd for the rnonth pria to the Tcnder CloCng Datc. This
value shall bc tlxcd hroughout thc tcrm ot th. Fucl Supply
Agrccment d WS '122.1.

Swpll6rs premlum of USD 5e for each MT d Fuel dellwred through
tho doli\rery polnt durlng he rde\rant month. Tltb shall rcrnrln lixcd
for tho drration of thls agroerEnt
Transpon betwcan Mombasa and thc Poupr Ptant pcr MT. This
shall be fixed through lhe term of lhis agr6rlent at tlSD tls tor each
MT of fuel delll/lrcd through the ddivery pdnt durlng hc relovlnt
Tanes and /q fces pdd or to be pald b any GW adhfftty prcsent[{
GOK import fee ot 2.25% of CIF vduc (A+B+C)
Whailagc to bc calorlatcd as USD 22 lbr eadr MT olfucl ddivcrcd
through thc delivery point during ttn plcvant month cxcludlng vduc
atlded hx.
Steve dorlrp b be calanlate<t as USD 1.G5loe erch MT cl tuol
deliwred lhrough the delivery pdnt during the rolo\rsnt month.

TRb

A

B

c

D

E

wsv

lvsb

AFRAflI

AFRAb

I

2

3
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a

5

c
7

ErdsG duty or lGlr 6(X) for cadr m^3cl irl dcfirrod thrcugh th.
dcffwrypoht&dngthl rclcvrrl maffi O 20C
Pddcum dcv hWd K.h. tOOfartlrm3dlltdthlvcnd
ttlough th. dchpry polnt duho thG lrbnd moilt O 20 C

lrcctrnt $FpIU scrvlc. L\ry d lrlD J0 pr MI
Rdlnry Dadoiln nt lary d l.S ot CF t rlr.

Ovqhcde, pro[fr, ttrnndd c8t knporl dollo., hntrfory lc-.
hcuancc, end ofior cdmlnbUtnlc d. Ttda urprnrt to rfiir
lbad fortp ilrraton of tfte rgrcanstt t UtD aarabredr lfT
d ftrl &Srr.ltd [tru{h th. dchrrry pofil ffiItg thc rultriril
morilfr

F
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2.G Power - Vivo Kenya FSA

PRICES:
PRICE ELEMETS

c

D

E

FUELSUPPLYAGREEf,EiIT (3.3.16, Clause 8.'1.1)
P - (A+B+C+D+E+FI
Prlce in US Dollars per medrh bn of conslgnmeil "lC, dellr/ered: duties
poid, e)duding VAT
The arorage of the Means of Platb of he daily quotatims publi$ed by
Plaffs Arab Gdf for High Sulphur Ftel Oil 180 cst, under he heading
'1E0 Arab Guf FOB'for fivo cfieclive drys centorod on the Bill of
Lldlng date to which the shpment 1f relates.
Fr€ight Charge applicable to shipment'f
B. TRb'(Wry/WSb) - (AFRAmT FRAb)
The basis rate for a 25,000 (long) tonne medium range black oil tilker

,"" for E volrage between Arabian Gutf (Qulon lsland) to ilombasa This"'- value shall be fixed throughout the term ot this Agreerncnl d USD 22.t8
for eaci MT of fuel delivered during the relewnt mnth.
The rrrorld scalo index for a standard wss€l tor a \,o)rage botu,c€n the
Arabian Gulf (Quion lsland) and Mornbasa as established in the loar inffiY *t l.f, dclivcry of shipmGnt x commenols as publishcd in thc 'l,lcw
Worldwide Tanker Norninal Freight Scale $/orldscale".
Th€ b6is Worldscale index for r standrrd v€6sel for I \royrgc bcturoon
the Arabian Gulf (Qrcn lsland) and Mombasa pt$llshod in thc 'i.lcw

*o, Worldwide Tanker Nominal Freight Scale'Worldscde- for 2020. Thb
"-" valr.rc 6mil b6 fix€d ttf,oughout thc tem cf thiE Agre€rnont at t SD e.tl

for each MT of fuel dellrared duing cach rnonth. For bld o/duatlon,
WSy shall bc deomed to be equal b WSb.
Thc A\ara$ Frclght Rato Asscssmon6 (AFRA) for a rncdlum rangc
vessel for the single \o)rage rate betuEen the Arabhn Gdf (Quion

AFRATT lehnd) to Mombasa as provided by thc London Tanker Brokcrs Panel
Umited on the first day of the month preceding the monh in uftich
deli\rery @mm€nces.
Tho Awrage Frelght Rate Assossments (AFRA) for a mcdlum rangc
vessel for the single \royage rate betlvaen the Arabian Gdf (Quion

AFRAb lsland) to Mombrsa as proMded by thc London Tanker Brckers Panol
Umlted for he monh prior b the Tender Clcing Date. This raalue shall
be fxed throughort the term of the Fucl Supdy Agre€menl at WS l5l.t.
Suppllo6 pGmlum ot USD 104.02 tor oach MT ot Fucl dcllvarod durlng
the relevanl month. This shall rcmain flxed for the duratirn d hls
egrc€msnt
Transporl b€tween Mombasa and ho Por*lr Plant por l"f[.Thls shall bG

tu(od through the term d his aqreoment at UsD 30.57 lor each MT of
tucl dcli\€Dd during hc rolevlnt month.
Taxes and /or fses paid u b be paid wtrlch indude:

I GOK lmport fcc of 3.5% of CIF value (A+8+C)

. Wharlage & stcwdorlng b be calcuhtcd as UgD 3.t5 for cadr MT of
' fircl delirreled fq the rolet ant month exduding VAT.

o Exclsc duty of Krhr 6C2.07 lor eadr m3 of fucl dclllEr.d durlng the- ElcYant month @20'C.
. Pclroloum dovclopmGnt leuy of Krh a00 ,or cach m3 ot fuel ddiveDd' ilrtng thc rclc\nnt mmth.
5 i,terciant Shipping SeMce l€vy of U8O 0.30 p€r lvIT.

6 Rllluny dcr/olopmonl lcvy and Maritime lcvy cf 2.0% d CIF valuc.
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Overheads, proft, financial cost, import, $orage, invenbry losses,
imurance, and other administrative cos6. This snqtnt shdl remain
fixed for the duration of this agreement at USD 27.17 br each MT of
fuel delivered during the relerrant month.

l{otoc:
i. Gonversion of m3 b Metic Tonnes
Gontrersion fiom m3 @ 20 degrees C to Metric Tonnes shall be done at the
density of each shipment oflloaded at the Teminal as determincd by thG
lndependent inspecbr outtum report, in Supdiefs Stonage Tanks.

ii. Conversion of othcr cunerrcics into US Dollars
Conversion shall be done at Central Bank of Kenya (CBK) man r\rcrage rato
applicaUe during the mmth of delivery of relevant Fuel.

iii. lndexation and Support Docunents
Cornponents A and B of the formula shall be evidened by the bodies spcdfied
wtrile D and E shall be evirencsd by supportng doanments satishcbry to the

iv. Fuel lnvertory @nfol
The calculation of the price is based on FIFO (First ln First Out) inrrentory cmtrcl basb

v. Biddlng Parties may offer firm and uncondftional discounts wl$ch can be quantiliGd.

vi. Taxes
Prlce shall be su$ect b VAT at appllcable rate and shall b€ hdrchre ol all
ducs, dutl€s, fees, taxes, imposts and any other charges

vil. Change in tax
lf a change in tax occu]s, eiher party may, wtlhin 30 days nctify the other paty
ln writing of ib intent to seek an adJustment to the price b take account of thc
change in tax.

Mli. lndex ceasing to e{st
lf arry indcx used to calcdateprice ceases b exlst padies shall agr6 trr another indcx
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3. - Gulf Energy 2015 FSA

TPRICEOF FUEL
7.1 for contrrtcd lrrl

ThG Pricc th.

Px

At

Ca

purcfiascr shall pay for crch MT of frJd dolvorrd at thc ddicry poin[ mcctng thG

and duty paid stull bc detemhed h accordancc with thc followirp fomubr.

Pr A+B+C+D+E+F

Pric. h USO PER MT of shipmont X dcfivcnd : drrtcs and taxcs p.id, cxduditU VAT

Thc .vcragE of lhc mcans of d.tts ot thc daily quotations puUbhcd by Phtts Arab Gtdf
br Hbh $Jhhur Frcl Oil cst, under the heading of 180 Arab Gull FOB br 5 cltcctvc
days ccntarcd m thc Bill of LandiE datr to which [E shipmont X rclltcs.

Thc prcmium applc.blc to thc fucl shipmcnt X br thc dcvirtion in quolity trorn sbndrld
PlatB quotaton. Thb vahc ahall rcmlh fixcd for thc duretm of thc cont ct ts UBL
37mT for 1.8.)l sulpur.

The freight cfiaryp applicablc to shipmcnt x, calculaEd and indcxcd in accodencc with
ulc follo\{irg fomul.:

C . Tfu ' (ws./wq)' (AFRAy'AFRAB)

WI+RE

TRr ! Thc basi3 rute lor a 25,000 (long) Tm Mcdium R&gp bsLck ol trt*cr br.
\ro!6gp bctwrcn Arabian Gull (Oubn bbnd) b lrlomb.st. Thls vd.tc shal
bc fixcd thioughout thc tlrm ot thG FSA at U8D a0.00lXT

lI:Ey r Thc Wofld scdG lndcx ior a Stand.d Vcascl tor a \roFgc bct$cn tic
Aratian Gulf (Oubn lslond) and Mombas. .s csbbli3hcd h thc yc.r Y in
wlrlch dcllwry of Shlpmcnt X throueh thc dGlhrcry poht commcncca, a3
puulshcd ln thc Ncw Wodd^,ldc Tankc. Nomhal FElght Scalc (World3c.lc)

E. Thc brsls Worldscalc krdcx ior. Stlnd.rd Vca3cl for. \rolcga bctwc.n thc
AraHan Gulf (Quim lsland) end ltlbmbase publshcd in thc Ncw Worldutldc
Tankcr Nomiml Fllieht Scalc (Woil.c.lc) lor 2019. Thb vlluc ah.ll bc
fircd tlroughotrt trc tcm o, th. FSA et t gD 10.51/mT

AFRAr . Thc Ar,Er.gp Frulght R.tc Asscsrmcntr (AFRA) for. m.dlum r.ngp v63d
lor thc VoRoc bchacn thc Al.bbn Gulf (Qulon l3l.nd) to llombc. .t
providcd by th. London Tankcr &okc€ Prncl Llnttcd m thc firtt &y d thc
ilbnth prudlnO thc month ln wtllch dclvrry ol Shlpmcnt X Urlough ttc
Dr0vuy Point commcnors.

AFRA. Thc basb Avrragc Frcioht Rlb AssGssm.nb (AFR ) fo,r a ii,cdUm Rangc
Vossol h tho Voytgc bctwacn thc Ar.bhn Gulf (Qulon) to Mofirb.3. r.
pmvidcd by thr London T.nk.r BrokcB P.nGl Limibd on thc dttt th.t
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occurs two (2) mmths prbr to th€ htcst datc for submbsion of Tcndcs gct
forth in call for tcndcr. Thls vaue shal be frxcd throughout thc brm of thc

Locel Transport bctu,Ecn Mombasa and NSPP pcr mctic ton. Thc amount to rcrnrin
fixcd for thc duraton of thb Agrccmcnt at U6O a6.35mT

Taxes , dutics, levics and fccs prid or to bc paid to thc Kcnlran @1,CmmcnUA{fprilics,
pcscnW:

1. GOK inportfcc @2.25'tr dClF vrluc (A+B+C)

2. Wharfagc @ US 220ttlT (Exctuding Vat)

3. S1c\icdowing @ U8 l.65rm (Excluding Vat)

4. Excbc Drrty @ rch. oilYr{r @ 2Oc

5. Pctolcum Dcvobprmnt Lcvy@ Kehs rl{X)ltlt g 20 C

6. Rsilway &wlopmGnt Fund @ 1.5',4 o, CIF valtrc (A+B+C)

7. Mari0mc lcvy@ USD o.UilT (Excluding Vat)

Arfing thc trrm ol thb agrGcmcnt itcms No. 1 lt/ill bc dctcrmhcd as actually p.kl or to
bc p6id by thc supplicr on cach shipmcnt to Mombosa on a FIFO basis.

Fr Ovcrtpads, profit finarrial cost, Inport, storagG, invcnbry lo$ca. hiur.rr, and otrcr
ADMIN ceB. This amount , to rrrn ln fixcd lbr thc duratbn of this Agrccmcnt .t USD
27.'l9l/llT lor l.tll Sulphur.

Thc pricc P shall bc subjcct to VAT at thc applicablc rab as dctcmincd hom timc to
timc, prlscnty@ 16%

ilOTE8

of 13 e 20C to m.trlc tonn6 will bc donc at thc dcnclty ot Glcfi stiprncntt.

thG

2.
Utc
thc

of Fucl dclMcrcd 3h.ll bG incuncd by thc Supplicr in ! cu.lcncy od1cr t r.n USD thGn for
ol csbblbhhg thc prlcc, sr.rcfi curcncy shall bc convcrlcd hto USD .t CBK mc.n

3tor!0p tanks.
rt thc Supdicfi Tcrmiml, in ilomb!3! .r dctcrmincd by thc lndcpcndcnt lnspcctor, in

ol o0ror cwrrncl.. lnto t SD . 1l .ny cornponcnt ot thc Forruh tor dcturnining

rrtc epplicrblc to thc rpnth ol ddivcry.

and rupport Docum.nt3, ConrponGnt A .nd C o, thc ebovc lonnuL 3tr.ll bc
by bodlcs spccmcd thcrc.t, whilc Componcnt E sheil bc cvldcnccd by supporung
satlslbc'tory to thc Rrrchascr (this incLrdcs a copy d thc rclcvant irsuc of thc

b uhhh thc rrlcvant comporcnt b indcxcd)

1. lmcntory Conbol. Thc calcubtirn of Fucl ftlct (P) is boscd on FIFO intcnbry conbol

D

E

3.



o

a

a

a

a

a

a

O

a

o

a

o

Private and 2fi

August

Kenya and Lighting Company PLC
Forensic Report on Procurement and Use of Healy Fuel Oils

TlI&vr m.ilard F|FOil.l hvqtryoqmd{b. mitr.n5 f,ldth.a, { hddte
rhcd b thr pr*s rd our lrnrpoil d Frd ul lur*r coorlnt lbr xdt ti*m.il
dlusrrd u{ Sr elfr cr{y b ddrurd b prfl,!.r - p.r tr c:lry allc- 5d

bc
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4.! - Gulf Energy 2019 FSA

TPRICE OF FUEL
Prh. for contr.cLd frpl

Pricc thc purchoscr sh.ll pay lor cactl MT o, ft,lcl dclwred .t thc dcliEry poant mcc0ng thc
.nd a,ty p.id shall bc dGbrmiEd h lccodlnc. u/ith thc fu0ouftig brmdrr.

a A+B+C+O+E+F

ftb. h USD PER MT of shiplmnt X dchrc'rd ; dutics end brcs fr*r. crdrding VAT.

Thc avcrqn of tho mGsns of datb of thc dally quotations pLtlbllcd by futB &!b Gull
for l,bh St phtr Fud C)il cst, undcr thc hcrding ol 180 Arrb Gdf FOts for 5 cllb<iivc
dayB ccnlc'rd on thc Blll of Landhg date b whicfi thc shiprncnt X n*.bs.

Thc pcnfum apptc.blc b thc trd shipmcnt X h lhc &vi.bn in quCry liom sbndrd
Pt [s Cuobuon. Thb valrc shall r6mah fix.d br thc dunto d th. cd|ulct .s UEO
.32rf,T lor l.8ll .ulpnr.

Th. fclght crl.rg. applicablo to shirmcnt X, calculctrd.nd lnducd in.ccodancc with
thc tullwiU brmda:

C ! TRc' (WS\nVq)' (AFR&/AFRAB)
WI{ERE

r& Thc brsb r.b h.25,000 (btE) Tqr Mcdlun Rrngc b.Lck ot tt*cr lloi.
voyalp bctuccn Ar.U.n Gull (Qulon lshnd) b MombG.. Tl$ vrfuc ah.I
bo fixcd throuehout hc brm ol thc FSA at UED a2.00rIT

ttBy . Thc World sc.lc indox for ! St.rd.rd Vcascl lq . vo!.gr botrrcn thc
Ar.ti.n Guf (Qubn lslmd) .nd ltiornb.3! rs..tlblisH h thc ycar Y in
rvhich d.llr6ry ol Shlpmcnt X hro{h thc ddircry poht commcncG, r.
pr.blishcd ln thc Now Woddwldc T.nkcr NonrhC Fniglt Sc.b (Wofl&c.lq)

s,8. Thc basls WorHsc.lc hdcx lbr a Shndard Vcsa.lior. voEa batwn thc
Ar.H.n Gull (OrJlon bLnd) and lbnb.$ puusH ln Ut tlcu Wqldrrrtdc
T.nkcr Nornin l F]light Sc.l. (Worl&c.lG) ior 2019. Thb v.lllG 3hdl bc
fircd thrcuehod thr tGrm of thc FSA !t t SD 8.2S,IT

AFRAI . ThG Avrraoc FGlght R.b Aar.scmcnB (AFRA) fo.. mcdum ..ngc vcascl
fo. thc Voyrer bctwn thc Anbhn Guf (Qtam bh.d) to lvlonbse es
ploiridcd by th. Londoo T.nkcr Brokcrs P.ncl Linlbd m thc firlt &y of thc
iionh pllc.dine lhc mnth ln whlclr dcl\6ry ol Strhm.nt X thlongh thc
D€{Ycry Polnt cofiimanoc!.

AFRA Thc brsb AEr.gc Frdght Rrb A$r33mGnb (AFRA) lq. lrLdLrm R.mp
Vcsscl for tlc Voyago bctw!.n thc Anbbn Gtr[ (O&n) to Momb!.! .s
povid.d by thc London Tenkcr Brolrcrs Prnd Umibd on thc d.b thrt
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occurs two (2) months prior to thc btcat dab for e.brmbrbn of Tcrdqs tct
tbrth in call la bnder. Thls vafuc shal bc fixcd th.oulhod f|c brm d U|G

p- Local Trarsport bctrcGn Mornbrsa and NSPP per mctlc ton. ThG armunt b rsnain
fixcd for lhc durction of thb Agrecmcnt at UsD 36.35mT

Trxcs , duti6, lcvies and fccs paid or to bc paid b thc KGny$ GoEnmcnuArthditics,
pGscnw:

1. GOK inporticc e225ta of CIF veluc (A+B+C)

2. Whadagc @ LlS 220tT (AdudiU Va$

3. StcwdoMng e US l.Gli/fT (Exduding Vat)

4. Excbc UnyO rch3 630.9mr @ 2rc

5. Pchdcwn Dcwbprncnt Lcvy @ Kshs l00mr @ 20 C

6. Ralimydc\clogncnt Fund e 1.5 tl ot CIF valuc (A+B+C)

7. M.ritimc lcvy @ U8D 03mT (Exdrrding Vat)

Drring thc brm of thb rgrrcmcnt itcms No. 'l will ba dcbrmhcd as .ctElty p.ld or b
bc psid by thc supplicr on crch shlpmcnt to Mombosa on a FIFO basls.

Ovcfic.ds, profit fin ncid cost inport, sbr!g6, invcnbry bes6, h3um, end o0pr
ADMIN 6ts. This .mount , b Em.in fixcd for thc dunton o1 66 flgrccmcnt, .t USD
26.7it7illf,T ltor 1.8!5 Sulptur.

I{OTES

Convrrrlon of f3 e alc to tlltrlc tonnrs wlll bc donc d thc dcrElty ol c.dr stipmcnt
at thG Supdic/s Tcrminal, in iiombasa es dctqmlncd by thc lndcpcnthnt lnspcctor. in

$r pplcr's storagp hnks.

ConwtrBloo of o0rcr curr.ncloc lnto t 8D . lf any cornponcnt of thc Foflrub for &tdmlnlno
gica of Fuol dolivorod shall bc irrunrd by thc Supplicr ln . cuncrry dlcr th.n USD thcn for
purpcc d cstablbhhg thc pdcc, 3udl ctlncncl shdl bc convcrtcd hto USD .t CBI( man

r.b .pplic.blc b thc month of dclivcry.

lndexrtlon .nd suppoil Docuronts. Gornponcnt A and C of thc abow ltomuh shdl bc
by bodics spcdficd ttslet, whlc Componcnt E shal bc cvldcrrccd by srpportng
tetBEctory to lhc Rrrch.lcr (thb incudca a copy of thc rrlcv.nt bsuc d thc

b u,hlch thc rrlcv.nt componcnt b lndcxcd)

Fu.! lny.ntory Control. Thc c.bubtlon of Fucl Pricc (P) ir bo.Gd on FIFO inEnbry conhd
Thc.bovc mGntomd FIFO fucl lnvcnbry contrd wlll bc llrplcm.nbd sucfi th.t, .l lndcxlne
Ebtcd to thc purcfi.sc .nd occan flnsport ol Fr.lGl wll Em.ln cons0mt fa ccclr stapnGnt

Fncl dcltucrcd untl tlrc cnlic quantg ls dclwtcd to purcfiascr G p.r thc qfftty cadllclb to
irucd by t}tc indcpcndcnt lnrpcctor bcing thc ac'tual qulnt.ty outlum lfom ttc wrscl.

Private and 240
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Power - RH Devani 2017 FSA

Sectlon 8. PRICE

Thc pricc pcr Tonne of fuel dclivcrcd through thc intcrconncclion point shall bc as dcscribcd in
scfrcdulc 2

SCHEDULE 2
PRICE CALCULATION

Thc Fucl Pdcc (FP) payablc by thc Company to thc Frrcl Supplicr for any Shipmcnt'S' shall bc
calculatcd h calculatcd in accodancc with thc folliling fornula:

FPs = QTS'(A+B+C+D+E+F+G+H-|+J)

FP5 = Thc payrncnt duc to Fucl Supplicr for a quantity'QTS' of Fucl in Shipmcnt 'S'dclivcrcd
ttuorrgh thc lnterconnection Point, as mcasurEd by thc FuGl McErhg Systcm,
cxpGsscd in USD.

Thc qumhrty of Fuel in any Shipmcnt'S'dclivcrcd through thc lntcrconncctbn Pdnt
as mcasuod by thc Fucl Mctcring Systcm, cxprcsscd in Tonncs.

Thc avcragc ol lhc Mcans of Platts of thc daily quotrtions publishcd by Platfs Arab
Gullfor Hlgh Sulphur Fucl Oll 1E0 cst (HSFO lE0cst), un<lorlhc hcadlng'160 Atab

Gulf FOB'br fivc cllcclivc days ccntcrGd on thc Bill ot Lading datc b wtlicrr UlC

USD ,18.5/trT, thc prcmlum appllcablc b thc Fucl ln Shlpmcnt'S'ltor devlaton in
qu.;llty trom 3trandard MOPAG. This valuc sh.ll be r,tlld througlrout both fic tctm.nd
cxtGndcd tcrm ol lhc rorccmcnt.

Thc frcight chargp applicablc to Shiprncnt 'S', calculctcd and indcxcd in rccordancc
with thc following furmula:

Q = TRa' (W$/W$)' (AFRA/AFRAg)

USD 16.7702mT, thc dGcmcd basis ratc lor 25,0@ (Lorp) Ton ltlcdium
R.ngp blsck oil tankcr for a voyagc bctwcon Ar.Usn Gull (Quion lsl.nd) b
Mombasa. Thls valuc shall bc valld throughout both thc tlrm and cxtcndcd
tcrm of thc rorGcmGnt.

WSv Thc World sc.lc lndcx for a sbndard VGsscl for a voyqoc bctwccn thc
Arabian Gulf (Qulon lsland) cnd Mfiibas. .s cabblbhGd in tlrc ycer'Y in
which dclivcry ol shlpmcnt 'S' through thc lnbtconnccton Point
cornmcrrccs, as publlshcd in thc 'Ncw Worldwidc Tankcr Nomln l Frcight
Scalc l/Vorld Scalc'' by thc Worldscalc Associailon (London) Llmlbd.

WSa 7.69. Thc basis Worldscalc lndcx br a voyagc bctwccn thc Anbian gLdf

(Qulon lslmd) and lilombasa publlshcd ln thc Ncw Worldwldc Tenkcr
Nomin.l Frcight Scalc 'Worldsc.lc' ior 2016. This valuc ah.ll bc
throughout bo0r thG tcrm and cxtcndcd tcrm d thcis Agr6rn6nt.

AFRAM The Ar/srag€ Freight Rate Ass€6srn€nts (AFRA) br a rnedum range
\ressel for thc slnglc rrolage rate betrccn the Arabhn Guf (Ouim

TRB
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lsland) to Mombsa as provided by the London Tanker Brokers Panel
Limlted on the first day cf the rnonth preceding the monh in ufiicfi
delivery of Shipment "S" through he lnterconnecton Point commenoes.
AFRAM shall be calcuhted as the werage of the AFRA rates for the
period cornmencing on (and induding) ttte 'lSth Day of ttn Mmth wtticft
oeurs tno (2) Monhs prior to the Mmth in whidt the deli\rery d
Shipment "S" @mences.

AFRAs 162.0 the basis averagc frcight ratc asscssmonb for a mcdium range
vesscl for thc voyagc betwecn thc Aratrian Gulf (Quion lsland) to Mombass
as ppvidcd by thc London Tankcr Brokea panel Limitcd. This shall bc
valid throughout both the tcrm and cxtcndcd tcm of Agrlcmcnt.

Thc chargc reprcsenting import costs associatcd with thc importdion of Shipmcnt "S"
calculatcd in actordancc with thc iollowing brmula:

p = Ml + WRP+ LC +OL+ IDF +SL+ STV+ lF

Whcre:

C&F= A+B+C

CIF= C&F+Ml +WRP+LC

Ml = Marhc insurance calculatcd as 1.003'Ct F'0.077%

WRP = War Risks Prcmium calculatcd as l.(X)3 r C&F' 0.0225%

LC = Lcttcr of Crcdit chargcs calculatcd as l.At r CtF

OL = Occan Loss calculatcd as 0.5%'CIF

IDF = lmpod Dcclsration fcos calculatcd as 2.O). r GIF

SL = Shorc LandindinC Wharfage calculatcd as USO zzltlT + tG it VAT

gf\,/ = Stavcdoring calculatcd as U3D l.0tyfT

MSL = Mcrchant Shipping Lcly as UgD 0.30rtT

lF = lnspcctlon Fccs Cllculabd as SHS 8.50,tT + 16* VAT

UgD 2.8473mT, thc chargc ruprcscnung thc cost of storagp and lnvcntory
lossos br Shlpmcnt'S' pdor to dclivcrythru{h thc lnbrconncction Point

Thc chargc repruscn0ng gowmmcnt and othcr locel bxcs and bntf3
associatcd with thc dcllvcry of Shlpmcnt 'S". Eadt bx and bnif thet
cornprlscs "F" ls ldcnttfcd bclow and shtll ba cdcubttd ss iollofls:

P = {(CDo + PDL, +P91 ) '1.073}/REo

CDp = Thc customs duty applicablo to tho lmpodafon of a t80cSt fucl at thc Umc

timo thc dclivcry of Shiprrnt'S' commcnces, txprcascd in KSHS pcr
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PDLp =

RDL =

REo=

1.073 =

Pchdcum dc\reloprncnt lcry (KSHS,M1

Q=

|l=

Raihray dcvclopmcnt lcvy (KSHS/Irrt3)

Rab of crcfiangc (KSHS^rSD)

Thc conwrsirn ratc trorn qDlc rEb[Gs b mctic b]Iro6. Thas vduc sh.ll
bc rnlk, tiloug[rought lhe tcrm and cxlrdcd Em d egrscmst

U8D 3.36l7rTonm, thc chtllca +pllcablo b tle ddlwry of ShlprEril "S' b thc
lntcrconncct Point (s). Thls valuc shall bc valld [rcughout both thc brm and cxbndcd
bm of AgrccrEnt

ll.slylT, trE durge lcprEscntng trtc Fud Srndiclt managcrurtfccs ryplicaUc b
fic ddircry ol SHpment 'S'. This valuc shall bc vdid hrcughout bdr lhc brm and
cnbndcd brm qf lgrccmcnt.

USD 10.8:l76rf,T discount valuc. Thls valua slCl bc valkl Oroughort tlr brm and
crilrndcd tcrm d Agrccmcnt. I shlll bc subfedcd lipm thc in thc crhlrtbn d FPs as
comcmC.bd in thc fmnu;a aborc.

VAT calcdabd 6 a parccnbgo
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6. i Power- Kenol Kobil 2015 FSA

ECHEDULE 2
FUEL PircE CALCULATIOI{

Dclhnry Ch.rg.. Thc acccpbd tlcllwry chalgc (AD) is tle payment dl,c b Fucl
for . qu.ntity (ADO) of ftrl in en rccapbd Dr{ivcry in USD

E ADO'FP

Oclhrcry Ou.ntity. ADQ shdl mc.n qu.nfry dftd in c.cfi Acccpbd t)G{ivcty, ocqrrine
rmnth m, as wrighcd and dcbrrincd u3lng thc purchesa's dGdb.td urcldtb.idllc, og{llscd
Tonncs.

Prh.. Tho pricc pcr mctric Ton,rc ot Fucl (FP) ddircrld applcauG Acc.B.d Dclvory,
V.t clpllsscd h USO

FP = (A+B+C+D}E+F+G+H)

Tha iiban of Pl.tb - Arlblrn Guf or ITOPAG dcfin d !s thc montly.wr.F of thG
mc.n d th. Product Prlc. Asscasmcnt ior HSFO luhst lLld Cuobd lbr Antan Gr,
FOB puuishod in Platb Olgram Pdcc Rcport .pplic.blc b tllc month immdbtcly

ThG p]lmlum .pplic.blc b thc Fucl ln .lcfi Acc.ptld Ddhr.ry for &vt Udr ln qurlU
floflr 3t nd.d MOPAG. THs vrllc bclrU UED a5.00,IT shall bc vcd fircuohdn lhc
brm olthc rgr! rncnt.

Thc madnc ltrlght ch.O. rpplc.Uc b qlcfi Acc.pbd Dclhcry cdcdabd and
hdcxod in accordac. u,ilh flc follofirg formda:

Q = TRB'(WSr/WS!)'(AFRAI,AFR s)

Thc b.sls rrt! for 25,000 (Long) Ton iicdum Rrngc bhdr dl hnkGr fu r
rroy!0p bctrun Arabbn Guf (Qubn lsl..d) to liombB. of UEO 2{0rIT.
vallc shall bc veld ttroughorl thc tcflr d thc .erccmcnt.

Thc World sc.lG indcx lor r strndrd Vcs.l lor. \py.gr bctEn thc
Aratian Gulf (Odm ldryd).rld MqnbG!.s 6bui!h.d h lhc ya.r Y in
sr{ct c.ch A6c.drd thtvrry ocon ..3 p(lbllH ln t}E l{cw Wo.ldtrrl&
T.nkcr Nornln l Frabht Scllc'Wdld Sc.lc* .

Thc b.sts Wodd.c.lc ln(lcx fbr . voyqc b.trMr fl. Al.bLn gr.It (Audm

TRr

WS,

wq
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Q=

lsland) and Mombasa publshcd ln thc l{cw Wortdwilc Tankcr l.lorninal
Frcight Scalc'Woddscale" for 2015 bdrp USD l0.5lrlT. Tl{s yaluc 3hall
bc throughout the tcm of this Agrlcmcnt

AFRAil The Average Freight Rab Assessrnents (AFRA) fa a medium range
vessel for the single vo!trge rab behfl€en the Arabian Gulf (Qubn
lsland) to [bmbasa as povitled by the Londm Tanker Brd<ss Panel
Llmlted on he llrst day of the month precedng lh€ mmth in u,hid the
Ac@B6d Delivery Ocanrs.

AFRAB Thc basis avGragc frcight ratc asscssrncnts lbr a mG(hm ruryc vcsscl for
thc voyagp bctuEcn thc AraHan Gulf (Qnion lsland) to ltlombase 6s
providcd bythe London Tankcr &okcrs pancl UmaEd on thc lst of M.rcfi
2015, boing t52.20. This shall bc vali, throughodltE brm of Agrucmcnt.

Thc charyc Epcscnting import costs rssocirtcd wilh tE irpodatbn of cacfr
Acccptcd Dclivcry, calculated in accordanc. with thc lbllowip trmule:

p = Ml + WRP +OL + IDF + SL + lF/REo +MSS + RDL

Ml = Marine insurrncc crlculatcd as l.(Xl3'C& F'0.07?ia

WRP = War Rlsks Prcmtum calculatcd 6 1.003 'C&F'0.0275L

Whcrs:

c&F= A+B+C

OF= C& F + Ml +WRP

OL = OcclnLosscelcubtcds30.5*'ClF

IDF = lmport Dcdarauon frca calcul.bd as 2.25i1 'CIF

SL = ShorcLandinding/Wharhllo calorbbdasUED3.&lltrT+16!tVAT

MSS = Marinc Shippino Scrybc LcWbcing UED 0.ilttT

lF = lnspccton Fccs bclno USD l.lxlrilT

RDL Rat Dcvclopmcnt Lcvy c.lcrllbd a l.sta of CF

REe = Ratc d cxchangc (KSl,lSrUSD) bdrE thc .vrrqr of thc tlelty mcen USD
cxcfilngE r.b for lhc i,lonth Inmcd.tr*y pcccdi]lg tlr llonth ln Whk r tF
AD occurc ar quotcd bythc CBK. Nailobi.

Thc clrargc rcpruscntlng thc cost ol storagn and lnEntory lecs lor cach Acccptcd
Dclvury prior b dcliv!ry to thc pl.nt ls UED 12.01ilT. Ttts rrtlu. sh.ll b. y.lkl
tyou0hou tlc tcrm of thc e0rccmcnt.
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P= Tho chargc rcgcscnthg opi,cmrncnt rnd oltrr local tr.rc and trnifs
associctcd uith Erch Acc.ptcd Dcli\r?ry. Elch tlx .nd trnif th.t conpri.ca
'F" is l&ntifrcd bclow and slull bc cdculetcd as iollorc:

p = ((CDo+p1_r17p6.ro

CDo = Thc crrgbrni duty appllcablc b thc lmpoilton of a 1EOcSt lltd d lhc ltnc
tinc whcn lhc Acccptcd Dclvcry occurs. cxpcsscd h KSHS pcr ortirc

DLo = Pcbdcum dcwbprncnt lcty (KSHSAiT)

OD Thc convssbn ratc fiom cubic mctcrss b mctic bnrps lbr a 160 cSl Fwl
bcing 1.066. Thb valuc shrll bc valid thouglroughtthc brm of .glcrncfit.

Thc Chalgc eppf,c.blc to transport of cach Acccptcd Dclvcry b thc phnt is UED
7.5lXT. This vrhjc !h.ll bc v.lid througlp{Ehtthc tlrm qllgrccmcnt.

Thc cfiaEp rcposcnting thc Furl SJpdic/s manrgdrcnt fic. .pplic.Uc b c.cfi
Acc.Ftcd Ddlvery b U8O g.(xltT. Thls vatuc ahrl bc vCld tr.oughout thc tcrn of
Agrccmcnt.
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7 Power - Dalbit Petroleum 2020 FSA

2
PRrcECALCULANOil

Ddfwry Chargc. Thc acceptcd Dclivcry chsrgc (AD) is lhc p.ymcnt duc b Fucl
for a quantity (ADO) of tucl in .n rcceptld Delivcry h USD

r ADO'FP

Dolhery Ou.ntlty. ADQ shall rnean quantity ol fucl in cacfi Accc@ Dolivcry,
in month m. as weighcd and dcbrmlncd using thc purchasc/r d.dlctbd rclghbddgE,

in Tonncs.

Prke, Thc pncc p.r mctic Tonnc of Fucl (FP) ddiwrd .pplic.Hc Acc.ptcd D,clivcry,
Vat cxprcsscd in USD

FP = (A+B+C+D+E+F+G+H)

Thc avcragc ot thc Mccns of Platts of thc d.lly quot tlons puUEhcd by Plats Ar.b
Gutf hn High Sulphur Fucl Oil 180 cst, undor thc hc.ding '1E0 Ar$ Gulf FOB'br fivc
cltccti\r. drys ccntcrGd on thc Blll ol Ladlng datl ot thc Accapbd Dcllylry (USD/MT).

Thc prcnilum applicablo to tho Fr.rol in oacfi Accopicd Dclivcry lor doviatkxt in qudity
lrom standrrd MOPAG. This vtlrrc bcino USD 106.l9.lXlrUT thdl b. vrlid thtwghoi
the tcrm d tho aorcamcnt.

Thc marinc trcight chetgc tpplic.uc b cach Acccptcd Ddiwry celcdabd and
indcxcd in wdrnc. srth thc lollowing fomula:

Q = TR8. (wq/W$). (AFRAJAFRI€)

TRE Thc basb ratc for 25,000 (Long) Ton MGdium Rengc blad< oal bnkcr lbr a
voyaop bctrv.cn Ar.bi.n Gul{ (Qulon bl.nd) b Momb.s. of UBD g.8lrfT.
vrllJc chrll bc vdld th]oug]rcul thc tcrm ol thc .orcomcnt

WSv Thc World scalc lndcx for t sbnd.rd Vcatcl ,or r voy.Oc bcturccn thc
AraUan Gull (Quion lsland).nd iro.rbc6. .s cabUiihcd ln tlu ycer'Y in
shlch c.ch Acccptld Dcllvrry occurs , tt publlthcd ln thc 'Ncw Wcldwldc
Tankor Nominal Frcight Scalo'World Scalc" .

wSs Thc basB Woddscrlc irdcx ior. \toyogt bctrccn thc AtabLn Srlt (Ouion

Irlard) and Mombase publElpd ln thc Ncw Wotitltlddc T.d(ct Nomlnd
Frclght Scalc nvorldsc.lc'lor 2020 bclng UED 9.81rilT. Thb v.luc ah.ll
bc thloughd,rt th. t rm ot thb Agrccmcnt
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AFRAM The Average Fre(;ht Rate Assessmcnts (AFRA) for a medium rarge
vessel lor the single royage rate betryeen the Anbian GuNl (Quion
lsland) to Mombra as pmvided by he London Tanker Brokers Panel
Limited on the lirst day d the mmth preccding lhe mmth in which the
Accepted Ddivery Occurs.

AFRAs The basis averagc ti,eight rate asscss[Ents for a medium rangc vessol for
the voyagc bctwccn the Aratian Gulf (Quim lsland) b l[ombasa as
providcd by thc London Tankcr Bpkcrs psncl Limit d on thc datc that
occurs 2 months prior to thc latcst datc for submission of bndcr sct forth in
csll ior tcnder. This shall bc valid Urcughout tE bm d ACEcment at U8D

Thc champ rcprcscnting irnport costs associated with thc impoilatbn ol cach
Acccptcd Dclivcry, calculated in accordance with Ute lbllowirp formula:

Q = Ml + WRP +OL + IDF + SL + lF/REo +illss + RDL

Ml = Marinc insurancc calculabd as 1.003 | C& F r O.OT|%

WRP = War Risks PEmium calqrlated as 1.(Xl3'C&F'0.0275L

Where:

C&F= A+B+C

OL = Occan Loss calculatcd as 0.5%'CIF

IDF = lmpod Dedaration fees calqrlatod as 3.$)6' CIF

Whorc

clF= cEF+Ml +wRP

SL = Shorc Landindlng/ Wharhgc calculatcd as U6D 220rmT - lG ll VAT cxclur

MSS = Marinc Shipping ScMcc Lcvy bcing UBD 030mT

lF = lmpGction Fccs bcing USD l.(X)rXT

RDL Reil Devcloprncnt Lcrry celculrtcd as 2!l of CIF

REo = Ratc of oxchango (KSHS/LSD) bclng thc tvcrlgc of thc daily mcan USD
cxchrnge rrb ior thc Month immcdlrtcly prccGdlng thc Month ln Whlch thc
AO occurs as quotcd by thc CBK, Nthbl.

Thc formula ior calculatng Ml. WRP, OL end lF shall rct bc chrngcd thro.phout thc

term of thc Agrccmcnt. Thc retc for lDF, SL, MSS and RDL shall rcmcin ts dcbilcd

abow bul wti bc changpd !s mly ba d\rlscd by thc lclcwnt Govcrnmcnt A,rthority.

E Thc chargc rcprcscnting ttrc co6t of sbragc and inr/qntory losscs for cacfi Acccptod
Dcllr,lry prlor to dclivery to thc dant is USD G.8grtT. This valuc ahrll bc vtlid
throughout thc term of thc agrccmcnt.

August
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The charge rspr?scntng govcmmcnt and othcr bcal bxcs and trnils
associatcd with Each Accaptcd Dclivcry. Each tax and tlrif lh.t corpriscs
'F'is idcntifod bclour and shall bo calculabd as follots:

f = ((CDo + DLoyREo' DD

CDp = The customs duty appllcablc to thc lmportatlon of a lEOcSl fucl et thc tmc
Urnc when the Acccpted Dolivery ocanrs, cxprcsscd in KSHS pcr cubic

DLo = Pctolcum dcvelopment lcvy (KSHSAiT)

Dp The conwrsion ratc lrom cubic mctcrca to mctic bnrcs br a 180 cst Frrcl

bcing 1.066. This valuo shall bc valld throt4ho4ht hc brm of agreerrnt.

Thc Charge apdicauc to hanspod of cach Acccpbd Dclivcry b thc dant is UBD
7.35rtT. This valuc shall be valid ttuonghonght lhe term ol Ag[Gcmcnt

Thc chargc rcpesendng the Fuel Suppllcr's mlnegcmcnt icca apdlctblc to c.ch
Acccpbd Dcllvery is USD I'1.78.00/llT. Thls value shqll bc valid thronghont thc tcrm
of Agreemcnt.

duty. Shcc fucl suppllors cunonty qualfi for a lcfund of Suspcndcd Duty for lucl
fiom thc Kcnya Pctdeum Rcllnery Limitod (KPRL), this lmount shall bc subtraclcd

thc tucl pdcc tU lll Acccptcd Dclh,crics from KPRL ntilising thc corlctslon rlti De and thc
rpplicoblc cxduqc rrlc REp.

p=
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8. Thi Power - Gulf Energy 2013 FSA

7 PRICE OF FUEL
I Calcul.llon Crf Furl Prlco

fticc thc purchascr shall pay for each MT of ltlol dcllvorcd at thc Dclfuery Point mecting the fuel
and shall bc d.tcmined in accordrncc with thc fiollowing formula. i/basuGmcnt sh.ll bc

at thc Dclivcry Point.

B (A+B+C+D+E+F)

Pricc in USD PER MT of shipmcnt X dclhrcrcd : duu6 and ta(cs paid, axduding VAT

Thc avcragc of thc nrcans of platts of thc delly quotafom publlshcd by Pl.tts Arab Gult for
High S.rlphur Fucl Oil '180 cst, undcr thc hcading of '160 Aob GulI FOB'br 5 cflcctive drys
ccntcred on the Bill of Landing dato to which the shipment X telatos.

Thc prcmium cpplicrblc to thc fucl shiprncnt X hr the dcviation in quCity fiom standard
Pbtt3 High Sulphuir Fucl Oill80 cst rnd thc rrquirrd 2% Suplhur Ft.lcl Oil. This valuc shall
rcmaln fixcd ior thc duraton ol thc contrtc{ es USD /llimT .

Thc frclght charyc appllcablc to shiprncnt X, c.lculatcd and indcxGd in accordancc with thc
following bmula:

C = TRs' (WSyAA/Sg)' (AFRAT/AFRAB)

Whcrc

TR! - Thc basis ratc for I 25,000 (lono) Ton lllcdium R.ngp Hd( cil Enkcr br a
voysgp bctwccn Arabi.n Gul, (Quion lsland) b lt/lombasa. This wluc shall bc
fixcd throughout thc tcrm ol tht FSA .t U8D az.srilT

Wgy - Thc Wodd sc.lc lndcx for . Stlrxh.d Vcsscl for. voyloc bctrtccn lhc Arabien
Guf (Ouion lsl.nd) .rd Momb.3t .s catrbli3hcd in th. yctr Y in which dcli\Gry
of Shiprncnt X through thc ddfucry point comrnGnc.s, .i publbhGd in thc Ncw
Worldrvidc T.nkcr Nomin.l Flligftt Sc.lc (Worldrcrlc)

W8r Thc besis Worldscalc indcx for a Sbrdard Vcsscl for a \royaoc botwoGn thc
Arsbian Gull (Qulon l3l.nd) .nd iromb.3r puUbH in tr Ncw WorldrMdc
Tankcr Nondnrl Frcight Scalc (Worldscclc) for 2019. This vulnc rhall bc fxcd
throughout thc tcrm otthG FSA at UED l0.37rUT

AFRAI r Thc Awrtoc Fllight Ratc A$csrmcril3 (AFRA) fo. e mcdium r.ngp v€33.1 for
thc Vopgc bctu,lcn thc Arablan Guf (Qulon bl.nd) b Mombasr .3 pro/idcd by
thc Lon6n Tankcr Bmkcrs P.ncl Llmttcd on thc i.!t dty of thc Month prcccdlne
thc month ln whlch dcllvcry of Shlprncnt X frough thc Dcllvcry Polnt
odnmcnoas.

AFRAT Thc bosls Avcragc Frcight Ratc AsicssrmnB (AFM) ior e ilcdium Rangc
Vca3cl for thc Voyagc bctwccn thc Arablan Guf (Quion) b tl,lomb.s. as provldcd

by thc London Tankcr Bokcrs P.ncl Llmltcd on thG deb tlut occuB trvo (2)
months prlor to thc l.tcst datc for submission d Tcndcrs sct forfi in cell llor

tcndcr. This valrc shall bc fixcd througrhort thc tctm of thc FSA ct WE t41.30
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Dr Local Transport bchrccn Mon6asa and NSPP pcr rnctric ton. Thc amount to remain fixcd
tur the duration of this Agrccmcnt at USD fgXT

Taxcs , dutics, lcvics and hcs paid or b bc paid b thc Kcnyan GovcrnmcnUAlthoritics,
prcscnty:

1. GOK impod ice e 225'6 of CIF vdr.c (A+B+C)

2. Wharfagc @ US 2.0rtT (Exduding Vat)

3. Stcvcdoring @ US f .s,mT (Exduding Vat)

4. Excise Durye KstE Goorilt@ 2OC

5. Pcbolcum Developmcnt LcVy @ Kshs |(D/f3 @ 20' C

6. lilerchant Shippping Fecs @ USD 0.3rfT (Exduding Vat)

l=

During thc term of this agrccrrcnt items No. 1 will bc dctcrmincd as actually paid or b bc
paid by thc supplicr on cach shiprrnt to iiortasa on a FIFO basis.

Ovcrhcads, protil, financial cost, import storaoc, invcntory losscs, insuranco, and oficr
ADMIN costs. This enDunt . b pmain fixcd ior thc duration of this AOramcnt. at U3D
67.9682tT for 2% Sulphur.

t{oTEs

. Convurslon of 13 @ 20C to rrtlc tonnc! will bc done ct tho donsity d cach shiprrnt ofllodcd rt
Supplict's Terminal, in Mombasa as dctcrmincd by thc lndcpendcnt lnspcctor, ln thc Supplicr's

tenks.

Gonvorsbn ol other currencho lnto USD . lf any componcnt of the Forrula for dctcrmining tho
of Fucl dclivctod shall bc incurcd by thc Sr+plicr in a orrency ohcr than USD lhcn for tttc

of csbblishing thc pricc, suctr curcncy shall bc convcrtcd lnto USD at CBK mean avcragp rrtc
bthc rnonth of dcliwry.

lnderetlon and support Documcnts. Componont A, I and C of thc abovc formula shall be
by bodl6 spccmcd Urfaat, wtrilc Cornpornnt E shrll bc cvidGnccd by supportng documcntr
to tho Purchasor (this indudG a copy of ttr rclcmnl issuc of lhc publicaton b which Ulc

corponcnt ls indcxcd)

Fuel lnwntory Contol. Thc calculaton of Fucl Prtcc (P) ls bca€d on FIFO lnvcntory conbol b.sl3.
abovc mntioncd FIFO tud invubry control will bc lmplerrnbd suctr ttut, all lndcxlng lbdors

to lhc purctusc and ocaan trarcport of Fud wlll pmaln consbnt ior cach shlprncnt of Fucl
untl thc cntiru qumfty is dclivqrcd b purchscr es pcr thc qumtty ccfficatc b bc lssucd by

indcpcndcnt lnspcclor bcing thc acturl quantg orthrn fiom thc vcsscl.
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9. Power -Gulf Energy 2019 FSA

SECTION ?PRCE OF FUEL
7.1 Cdcuhtlon Of Fuel Prlce

E

Pricc thc purchascr shall pay ior cach MT of fucl dclivcrcd at thc Dclivcry Point mccting thc
spccifications and shall be dctermincd in accordancc with thc blloring formula. It/beswcrncnt
bc (bnc at thc Dcllvcry Point.

(A+B+C+D+E+F)

Pricc in USD PER MT of shipment X dclivcrcd ; dulics.nd bxca p!id, .xcluding VAT

Thc avcragc of thc mcans ot platts o, thc daily quotetions publishcd by Pl.tt3 Arab Gulf
for High Sulphur Fucl Oil 1E0 cst, under thc hcading of '1E0 Anb Gulf FOB' for 5
cflccfirc da)6 ccntercd on thc Blll o, Landing datc b which thc shipmcnt X Gl.tcs.

Thc prcmium applicablc to lhc fucl shipmcnt X ior thc dovialion in quality frorn standad
Phtts High Sulphuir Fucl Oil160 cst and thr roquircd 2% Suplhur Fucl Ol. This valuc
shall rcmain fixod for the duration of tho contrac,t 8s U8D 72lllT .

Thc fGight cfiargc applicablc to shipmcnt X, cslculatGd and indcxcd in accordancc with
thc lollowim brmula:

C = TRe' (WSv/WSB)' (AFRA/AFRAB)
Whcrc

TRr . The bosis rata for a 25,000 (long) Ton Mcdium RangG bl.ck oil hnkcr ior .
voyagc bctwrcn Arablan Gull (Ouion lsland) b Mombasc. Thls v.luc ahdl bc
fixcd throughout thc tlrm d thc FSA at UED 37.'UtT

WSy - Thc World scalc lrdcx tor . Standard Vcsscl ior . voylgc bctwccn thc
Arablsn Gulf (Qulon lsland) and lvbmbasa as cstabllshcd ln thc ycar Y in
which dclivcry of Shipmcnt X through lhc dclivury point commcnc.s, !s
publlshcd h thc Ncw Worldwldc Tankcr Nomlncl Frclght Scalc (Worldscalc)

w8! Tho basi3 World3crlc indox tor r Stlndsrd Vca3cl tor a voylgc bctu,lcn thc
Arablan Gull (Qulon lsland) and Mombasa publlghGd ln thc Ncw Woddrvldc
Tankcr Nomlnal Frclght Scalc (Woddscalc) for 2019. Thls vrltlc sh.ll bc
flxod throughout thc brm ot tho FSA at UED 8.29,t17

AFRAI r Thc Avcragc Frclghl Ratc As3casmcnt3 (AFRA) for a mcdlum rrngc vusscl
for thc Voy.gto bclwcon thc Arablan Guf (Qulon bl.nd) to Mombasa as
provldGd by thc London Tankcr Brokcs Pancl Lhncd on thc flot day ol thc
trlonth prcccdlng thc month ln whlch dcllvcry ol Shlpncnt X hrough thc
Dclivcry Point commcnccs.

AFRA! Thc basls A\Eragp Frclght Ratc Asscasmcnts (AFRA) tbr a lvhdlum R.nOc
Vcsscl for thc Voyagp bctmcn thc Arabian Gulf (Quion) b Mombasa as
provklcd by thc London Trnkcr Brokca Pancl Llmitcd on thc datc that
occurs two (2) rnonhs prior to thc l.Lsl drtc for subr$sion ol TcndGrs 3ct
brth in c.ll for tcndcr. Thi3 v.luc ah.ll bc fixcd throughout thc brm of thc



o

o

o

o

o

o

O

o

a

o

a

a

Private Confidential 253

August

Kenya and Lighting Company PLC
Forensic Report on Procurement and Use of Heavy Fuel Oils

!- Local Transport bctwccn Mombasa and NSPP pcr nrctic ton. Thc amount to rcmain
fixed for thc duration of this Agrccmcnt at USD 'lil/HT

l-

1. GOK impoilfcc @ 2% of CIF value (A+B+C)

2. Wharlagc e US 2.mmT (ExcJuding Vat)

3. Stevedoring @ US l.65,mT (Excluding Vat)

4. Excisc Duty @ Xshs 600rT{r @ 2OC

5. Pcbolcum Dcvelopment Levy @ Kshs 4d)/Irl3 @20 C

6. Merchant Shippping Fees @ USD 0.3/tT (Excluding Vat)

7. Raitway developrncnt Fund @ t.5 % of CIF valuc (A+B+C)

Durirp thc tcrm of this ag]lcrnent ilcms No. 1 will bc dctcrmincd rs actnlly paid or to
bc paid by thc supplicr on each shipment to i[ombasa on a FIFO bais.

f= Ovcrficads, profit, fin6nci6l cosl, import. storage, invcntory losscs. insurancc, and otfur
ADMIN costs. This amount , to rcmain fixod ior thc duration of this Agrccrncnt, at USD
33.773'l/llT lor a}l Sulphur.

NOTES

1. Conversbn of t3 @ 20G to metrlc tonnos will bc dorc at the denstty of crcfi shipnrnt
ollloadcd at the Supplior's Tominal, in Mombasa as dctcrmincd by Up lndcpcndcnt lnspcclor, in
thc Supplicr's storeop bnks.

2. Converslon of other curre ncles lnto USD . lf any component ol tho Formula for dctcrmining thc
pricc of Fncl dclivercd shall bc incuncd by thc Suppllcr in a cuncncy o0pr than USD thcn for the
purpose of cstablishing the pricc, such currcncy shall bc convcrtcd into USD at CBK mcan avorggp
rata appllcablc b thc month of dcllvcry.

3. Indexeton and support Documents. Cornponcnl A, B and C of thc obow ionnult shell bc
cv'ldcnc.d by bodies spoclfcd thcrcal, whilc Componcnt E shall bc cvidcnccd by supporting
documcnts satsfactory to Urc Purchascr (thls includcs a copy of the rclcvant issrp of thc puuicauon
to wtrlch tho rolovant componcnt is ittdcxcd)

l. Fuel lnvrntory Gontrol. Tho celculation of Fucl Prlcc (P) is bescd on FIFO inrrcntory contol
basis. Thc above mcntioncd FIFO fucl lnvcntory control wlll bc lmplcmcntcd sucfi that all indcxing
factors rclabd to thc purchasc and occan tramport qf Fucl wlll rcmaln constent ior crch shipmcnt of
Fuol dclivorod until tho onurc quantty is dclivcrcd to purchascr as pcr tho quantty ccrtficlb to bG

issuod by the indcpcrxlcnt lmpcctor bcing thc ac.tual quanfty outfum from thc vcsscl.
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SECTION TPRICE OF FUEL
7.1 Calculatlon Of Fuel Prlce

The Price the purctraser shall pay br eacfi MT of fuel delirrercd at tlr Dclivcry Point mccting tltc fucl
and shall bc dcbrminod in accordcncc with thc bllowing brmula. Mcasurcmcnt shall

donc at thc Dcliwry Point.

(A+B+C+D+E+F+G)

Price in USD PER MT of shipment X delivered ; duties and taxes paid, cxcludirp VAT

Thc .wragp of thc mcans ol datts of thc dally quot tions flrHishcd by Pl.tts Arlb Gd,
br High Sulphur Fucl Oil 180 cst, under the heading of '180 Arab Gulf FOB'br 5 cffcc'tive
days cenlercd on thc Bill of Landing date b wticfi the shipmont X rclates.

Thc prcmium rpplic.blc to thc fucl shlpmcnt X bI the dcvlalion in guality fom standsrd
Phtts High Sulphuir Ft,cI c)i1180 cst and tho roquircd 2% Suplhur Fucl Oil. This valuc shdl
remain fixcd for thc duration olthc conbac,t as USD 95lflT .

Thc frcigrht charyp applicaUe b shipnrnt X, calqrlatcd and indcxed in accodancc with
thc lollowlng fomula:

C - TRs' (WSy/WSa)' 6FRA/AFRAg)
Whcrc

TR! Thc basis r.b for r 25,000 (ong) Tm Mcdium R.ngc bl.d( oil trnkcr lor .
voyagc bctuoon Arabian Gulf (Quion lshnd) b Mombasa. This valuc stull bo
fixcd throughont thc brm of thc FSA at U8O 0/UT

WBr = Thc World 3c.lc indGx br a Strndard Vcascl hr a voyagp bctwccn thc Ar.bi.n
Gu[ (Qulon lsland) and Momb6r !3 cat blBhGd in thc yc.r Y in whlcfr
dolivory ol Shipmont X trcuCh Otc dclhrcry point cornmonces, cs puHlshod ln
thc Ncw World*lde Tankcr Nomlnal Frchtrl Scrlc (Worldscalc)

w8! Th. b.3i3 World36l. ifthx for . St nd.d vca3.l fw . voy.gp bctE.n thc
A6blen Guf (Qdon lsland) rnd Mombasa puuEhcd ln thc Ncw worldyrldc
Tankcr Nomin l Ftcight Sc.l6 (Woddsc.lc) ior 2019. Thls valuc sh.ll bc flxcd
throwhout thc tlm dtE FSA at UED g.tt/UT

AFRAI . Thc A\rcr.gp Fralght Rttc Arsotsmontl (AFRA) tor a mcdlum rengc vcucl for
thc Voyagc bct*ccn thc Ar.bl6n Gull (Quion lsl.nd) to liombG. rs provldcd

by thc London Tankcr Blokco Plncl Llmltcd on thc llr3t dry ol ttlc Month
prcccdlng thc rmnth ln whlch dclltlry of Stilpm.nt X through thc Dalivcry Point
commcnot3.

AFRA! Thc b.3ls Avcr.gE FElght Rrtc Aescasmcnt! (AFRA) lor . Mcdlum R.n!E
V69cl for thc Voyaoc bcturrccn thc Arablan Gu[ (Qulon) to ltlort s. .s
provlclcd by hc London Trnkcr Brokcrr Pancl Limttcd on thc d.b tr.t occ{tt
two (2) months prior to thc latost dat lor submission of Tcttdcts sct for0t in call
for tcndcr. THs wltlc ahdl bG fixcd throughout thc tcm d thc FSA rt U8D
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p= Local Transport bctnEcn Mombasa and NSPP per metic ton. Thc amount to rcmain fixcd
lbr thc duration of this Aglccrncnt at USD 3l.65tl6rtT

Ec Taxcs , dutics, lcvics and fccs paid or to bc peid to thc Kcnpn GorcmmenUAulhoritics,
prcscnty:

1. GOK import lcc @ 3.5i6 of CIF valuc (A+B+C)

2. Wharfagc @ US 2.20MT (Excluding Vat)

4. Excisc Duty @ Kshe 631r.90,U! @ 2O'C

5. Pcholcum Dcwlopmcnt LcW @ Krhs /O0rm3 @n"C

6. Mcrchant Shippping Fccs @ UgD 0.3/tlT (Excluding Vat)

7. Railway dcvcloprnont Fund @ 2.0 l5 of CIF vEluc (A+B+C)

During thc tcrm of this agrccmcnt itcms l,lo. 1 will bc dcbrmincd as aclually paid or to bc
paid by the supplicr on cach shipmcnl to Mombasa on a FIFO besis.

Ovcrhcads, proft, fnancial cost, impon, storagc, invcntory losscs, insurancc, end othcr
AtlMlN costs. Thls amount , to rcmaln fxcd ior thc duraton of thls AgreemGnt, at USD
28.'tl65rtlT for 2% Sulphur.

NOTES

Discount. This amount, to rcmain fixcd ior thc duration of this Agrccmcnt, at UBD -
l.00mT (NcAatvc onc uS Dollar pcr MT)

Converslon of m3 @ 20C to metrlc tonnes will bc donc at thc clcnsity of cach shiprncnt oftlo.dcd
thc Suppllcr's Tcrmlnal, ln MombasE as dctcrmlncd by thc lndepondcnt lnspoctor, ln thc Supdbfs

tenks.

. Convcrclon of othcr curlcnclcs lnto U8D . lf any componcnt of tho Formula hr dcbrminlng tE
ol Fncl dclivcrcd shall bc lncuncd by thc Suppllcr in a curcncy othcr than USD thcn for thc

of cstebllshlng thc pricc, such omcncy shall bc conwrtcd into USD at CBK mcan avcragc
.ppllc.blc to thc month of dclivcry.

. lndexatlon and support Oocuments. Componcnt A, B and C of thc abovc formula shall bc
by bodics spcctficd thcrcat, whilc Cornponcnt E shall bc cvidcncod by supportng
s€tisf.ctory to thc Purchascr (this lncludcs a copy of thc lclcvant ls3uc of thc publication

wtllch thc rclcvant componcnt ls lndcxcd)

Fuol lnvontory Control. Thc calolaton of Fucl Prlcc (P) is bascd on FIFO invcntory conbol besis.
lbovc mcnuoncd FIFO fucl lnvcntory confol will bc implcmcntcd suclt tlut, ell indcxirp tctors

to thc purchasc and occan transport ol Fucl wlll rcmein @nstrnt for clch shiprncnt of Fucl
untll thc cntlrc quantity ls dcllt crcd to purchrscr as pcr thc quantity ccrtflcatc to be issucd

thc lrdcpcndcnt lnspcctor bclno thc actull qunttty outtum trom thc v6scl.
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l PRICE OF FUEL
.l Calculatlon Ol Fuel Prlce

Pricc thc purchaser shall pay br cach MT d fucl dclivcred at the Delivery Point mccting lhc
spccifications aM shall bc dctcrmincd in .ccodanc! with thc bllowino iormula. Mclsurcmcnt

(A+B+C+D+E+F)

Prlcc ln USD PER MT of shipmcnt X dclivcrcd ; dt ti6 lnd to(cs pald, cxdudiry VAT

The avorage ot thc mcans of platts of thc daily quotalions puUishcd by Platts Anb Gull
lbr Hlgh Sulphur Fucl Oil 180 cst, undcr thc hcadirp ot'180 Arab Gull FOB' for 5

cflcctiv! days ccnbrrd on thG Bill of Landirp &ta to sfiadr thc shipmcnt X rdatcs.

Thc promium applicable to tho fucl shipmcnt X br thc <lcviatim in quality lrom standard
Platts High Sulphuir Fucl oi1180 cst and thc rcquircd 2% Suplhur FlrI Oil. This value
shall remain fixcd lor thc duraton of the contac-t as UED t10.00/UT .

Tho rrcight chargc .pplicablc to shipmcnt X calculatcd end indcxcd in accordancc with
tho following formula:

C : TRe' (WSv/WSg)' (AFRA/AFRAg)

Whcrc

TR! Thc b!!B ratc lbr. 25.000 (long) Ton lvlcdlum R.ngc bl.ck oil t nkcr br e
voyagc bctwccn Arabian Gulf (Quion lsland) b Mombasa. This valuc shall bo

fixcd tffoughout thc tcrm of thc FSA.t U8D 6025lUT

WSy = Thc World scalc indcx tbr e Sbndard Vcs3cl lor a voyrgc bchrccn lhc
Arabl.n Gdl (Qulon lslend) and Momb.s. .s cabbli3hcd ln thc yc.r Y ln
which dcllvary ol Shiprnont X thrcugh thc dclivcry polnt conmcncas, as
publllhcd h thc Ncw Worldwldc Tankcr Nominal Frclght Scalc (Wod&c.lc)

wq Thc ba3ls Worldscrlc indcx lbr. Shnd.rd Vca$l br. voylgc bctwccn thc
Arabian Gull (Quion lslard) and MorSasa puUishcd in thc Ncw Worldrvidc
Tankcr l.lomlnal FElght sc.lG (Worldsc.h) lor 2019. Thi3 valuG 3h.ll bc
frxcd thrcughout thc tcrm of thc FSA .t U8D l0.37rUT

AFRAa - Thc Avcrrgc Frclght Ralc Asscasmcnb (AFRA) br . mcdlum r.NE vcllcl
br thc Voyagc bctwccn tho Ar.bian Gulf (Quion lsland) b Mornbasa as
providcd by thc London T.nkGr Brokcrs P.ncl Lirriltcd on thc frnt dly ot thc
Month prcccding thc month in which dclircry of Shlpmcnl X tttottgh thc
Dcllwry Polnt commcnocr.

AFRA6 Thc basls Ar/cragc Frcight Ratc As3cssmcnb (AFRA) hr a lticdium Rangc
Vcsscl for thc Voyagc bctrccn thc Arabian Guf (Aubn) b Mombasa as
providcd by thc Lmdon T.nkcr Brokcr3 P.rEl Limltcd on thc d.b th.t
occuE two (2) months prior b thc l.tcat d.b for submEsion ot TcndcE sct
torth in c.ll for tcndGr. This vlluc stull bc ffxcd tfuoughout thc tcrm of thc
FSA rt WE 12l.60

!

E
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P= Local Transport betwEcn Mornbasa and NSPP pcr rrtic ton. Thc amount to rcmain
fixcd for the duration of this Aglccment at UOD tl{s(xmT

Taxcs,dutics,lcvics and lbcs paid or to bc pail b thc Kcnyan Govummcntal Atrthoriiics;
prescnty:

'1. GOK importEc e....!t of CIF valrc (A+B+C)

2. Wharfage @ US ..JtiT (Exdudlng Vat)

3. Stcvcdoring e US ..-ltT (Exduding Vat)

4. Excisc outy O fons ..nd g zoc

5. Pctolcum Dc\clopment Lcyy @ Kshs ..Jt3 @ 20 C

6. Mcrchant Shippping Fees @ USD ..JilT (Exduding Vat)

7. Railway dcvclopmcnt Fund @ t.5 16 of CIF value (A+8+C)

During thc tcm of this agrccrncnt itarrs No. 1 will bc dctemined !c actJally poid or to
be paid by lhc supdicr on cach shipment b iiornbasa on a FIFO bais.

f= Ovcrhcads, prcfit, financial cost. import. sbr4lc. invcntory lcscs. insurancc. and othcr
ADMIN costs. This amount , to remain fixcd br thc drralion of this Agrcement, at USD
84.4583/ur.

NOTES

l. Conversbn of t3 @ Zrc to m.trlc tonnes will bo donc at thc dcnsity cil each shiprnnl
ollloaded at thc Supdicr's Tcrmlnal, in lrlombasa ss dctormincd by thc lndcpcndent lnspcclor, in
thc Supplicr's storagc tranks.

2. Conwrslon of other cwroncler lrtro USD . lf any corponent of ttrc Fomula for <tctcrmining thc
pdca of Fr.rcl ddivurcd shall bc irrcurpd by thc Supplicr h a anncncy oftcr than USD thcn ior thc
pumosc of cstablishing thc pdcc, sucfi orcncy shall bc conwrted into USD at CBK mcan awngrc
ratG appllcrblc to thc month of dclhrcry.

3. lndexetlon and support Documents. Cornponcnt A, B and C of thc lbovc tbrmula shall bc
cvidcnccd by bodios spccmcd thc]lat, whllo Componcnt E shall bc cvidanccd by suppoiling
documcnts satshcfory to thc Purchascr (thls indudcs e copy of thc rclcvant issllc of thc publicaUon

to wtrlch tha rclcvant componcnt ls indcxcd)

4. Fuel lnwntory Contrcl. Thc cdculation d Fucl Pricc (P) is bscd on FIFO lnventory conEol
basis. Thc abovc mentioncd FIFO trl lnvcntory contol will bc lmdfiicntcd such lhat, alt indcxlng
factors rclatcd to thc purchasc rnd occrn [ansport ol Fncl will rcmeln corutrnt fo,r crch shipmcnt of
Fuel dellvcrcd untl lho cntrc quantty is dcllvered to purchascr as pcr thc quentty certlficslc b bc
issucd by tho indcpcndcnt lnspcctor bclng trlo acfuel quanfty outfum from thc vcascl.
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i PRrcE OF FUEL
1 Cdculdon O[ Fuel Prlce

Pricc thc purcfiascr sholl pay fur cacfi MT of fnd dclircrcd at the Dclhrcry Pcint moeting thc fud
rnd shall bc dctcmincd in ffiduE vrith thc iolowing brmda. Mc.surrmcnt sh.ll

(A+B+C+D+E+F+G)

Pdcc in USD PER MT of slripmcnt X dclivcrcd : ditcs .nd tucs paid, cxcluding VAT

The avcragc of thc mcans of platts of thc daily qrdalbns nluishcd by Phtts Arab Gulf
for I'lgh Sulphur Fucl oil 180 cst uilbr thc hcding ol'180 Arab Gdf FOB'for 5 cftcctiw
days ccntrr.d on thc Elill of Landing datc b wt*ch thc shipmcnt X rclatcs.

Thc premium applicablc to the fucl supncnt X lbr tre dcviation in quality ftom standard
Platb Hbh Sulphuir Fucl OillSO cst and thc rcquircd 296 Suplhur Fucl Oil. This valuc ahall
rcmain fixcd br thc drration of thc conhct as USD 85.501f,T .

Thc frGight cfErlp applic.Uc b shiprncnt X, cCclrhbd .nd indcxcd in accodancc with
tho lollowing fomlla:

C r TRg'(WSy/WSd'(AFRAT/AFR s)
WhGrG

TRe Thc ba3is rab br a 25,m0 (bng) Ton illcdlum Rengp bl.ck oll trnkcr for a

'royaop bctsrcn Arabian Gulf (Qtrion lslend) to iromb.sa. This valuc stull bc
fixcd thtonghotrt thc tcrm of lhc FSA at USD l6.50rUT

w&= Thc World 3calc imbx for r Stmdrd Vcascl ior e rcyago bctwEn thc Arabhn
Gulf (Quion lsl.nd) .rd Mor$asa as cstablishctl in thc ycar Y in which
dclhrcry d Slipmcnt X fxough thc dclirr€ry pdnt comnrnccs, as publishcd in
thc Ncw Worldwldc Ter{<cr Nomlnal Frclgrtrt Scalc (Wod&c.lG)

WS! Thc basls Wortdsc.lc lndGx for e St nd.rd Vcsscl lbr . voy.oc bctwrcn thc
AEbl.n Gulf (Quim lshnd) .rld Momb6a publishcd in th. Ncw Worldrvidc
Tankcr Nomln l FElght Scrlc (Wqtdsc&) for 2019. Thls vduc 3h.ll bc flxcd
throughout tho bm ol flc FSA .t U8D SrgJUT

AFRAI r Thc Awr.gc FrGlght R.tr A$casrrcnb (AFRA)lor. mGdlum nngc wrscl lor
thc Voyagn bctupcn thc Arablan Gulf (Quion lsland) b Mombasa rs providcd
by thc London Tank r BrokcB P.ncl Llrtbd on thc tlEt dry of lhc iionth
prcccding thc mnth in nhldr dcliwry of Shipmcnt X throqh thc Dclivcry Polnt
@mtncnocs.

AFRAT Thc blsis Av.rtp Fmight Reb Arscosmcnb (AFRA) for a Mcdium Rangc
V6sd br thc Voyagc bctwan thc Arabicn Gulf (Quim) b lvbmbasa as
providcd by thc [on&n Tenkcr Brokcrs Pmcl Llmltcd on thc d.tG th.t occuE
trvo (2) montE pdor b tE letcat drb ior submission of Tcndcl! 3ct forth in c.ll
br tcndcr. Thi3 t aluc ah.ll b. fixGd tlro€hout thc tcm of thc FSA al U8D

o ! Local Transport bchrccn Mornbes. end NSPP pcr mctic ton. Thc amount b rcmain lixcd

:
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lor thc duration of tris Agreerrcnt .t USD 3l.06a5rlT

T.xos , dutios, lovios and ioos paid or b bc p6id to thc Kcnlan GorrtmmcnUAuthoritios,
prescndy:

1. GOK lmpodfcc Q2llof CIF value (A+B+C)

2. Wharhgo e UG 2r0m (Exduding Vat)

3. Stcvcdoring e U8 1.03f,T (Exdtrdhg Vet)

4. Excisc Duty e K3hs dlo.goflr @ 2o'c

5. Pcbolcum DevElopmcnt Lcvy @ Xrhr {l0rl3 @ 20'C

6. i./Erchanl Shlppfing Fccs @ USD 0.3rXT (Exdudng Vat)

7. Railway dcvcloprncnt Fund @ 1.5 !l of CIF yaltr (A+B+C)

Durim thc brm of lhis agrecmcnt ltcms No. 1 will bc dctetmlncd .s etudly p.id or to bG

prid by thc auppller on crcfi rhiprrcnt to ltlombcr. on a FlFo besis.

Ovcrhca&, profit ffnandal cost. import sfor.gp. in\rcnbry loEscs, l]lsuranc., and othcr
ADMIN costs. This anrount , to Gm.in fixcd br lhc duration of this Agtrcmcnt, at UgD
15.t286,UT tor Ztl Sulptur.

Dlscount. Thls amount, b Emaln lixcd lior thc dulalbn d lhis Agrccmcnt, .t UBD t,fiY?rlT

ltoTES

Conwrdon of f,3 Q 20C to rmtrlc tonn.6 u,lll bc donc rt ttr dcmlty of cach shlpmcnt oflloadcd
thc Suppllcr's Tcrrrlnal, ln MonrbG. es dctcmlned by t}E lndepcndcnt lNpGcbr. in thc Supdhfs

tsnks.

2 Conyrrslon ol othff currcnclos Into USD . ll any con?o.rant d thc Formlr ftr dctrrminirp thc
of Fucl dclivcrcd shall bc inorncd by thc Supdicr in a orncncy othcr than USD thcn for thc

ol csbbllshlng thc pdcc, $tch cuntncy sh.ll b. cdrrcltcd lnto USD !t CBK mc.n avcr.gc
applicablc b thc month ol dcltvcry.

3 lndoxrtlon rnd .upport Docum.nt.. Componont A, B rnd C of thc .bovc lotmul. rh.ll bc
by bodlcs 3pccmcd thcrc.t, whllr Compomnt E shtll bc cudcnccd by supporung
i.hhctory b thc Purchascr (trls indudcs r copy of thc olcvmt isruc ol thc puUicaUon

lhc rclcvlnt compqrcnt ls lndcxcd)

Fuol lnwntory Control. Thc c.l(ri.tm of Fucl Pricc (P) b bs.d on FIFO in\r.nbry Gont'ol bfti3.
abovc mcnffmcd FIFO fucl invlntory contol uill bc inplcrmntcd sucfi that, all indcxlng factots

lo thc purcfi.3c lnd occ.n r.rBport ot Fucl wlll ranEin consEnt for crcfi thlpmcnt of Fucl
unUl thc cntlc qtrntly b &liycrcd to purch.scr G pcr th. quantity ortillc.b b b. lrrucd

thc lndcpcn&nt lrupcctor bclng thG *t.r.l qu.rrfv o.lttm fronr thc v63cl.
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8 ng Minutes
MINUTES

Gulf Power

Norman

Abu-Bakr

Benson

Jacob e

Faith Koech

Patrick

General Manager

Finance and Operations Manager

Chief Technical Officer

Engagement Partner

Project Manager

Forensic Auditor

Procurement Specialist

Fuel Pricing Expert

Energy Expert

Procurement Auditor

Auditor

Auditor

aware that there was a notification sent to Gulf Power informing them of the

Noah Ndaka

Pauline

Dennis

Joseph

Chris Oanda

Joyce

The General ordered the meeting to start after welcoming all the members present.

Pauline gave an overview of the understanding of the assignment in which KPLC contracted

Ronalds LLP carry out a forensic audit as a result of a presidential task force recommendation

on the and Use of HFOs. The forensic assignment is to cover three years (July to

June) 201 9,201912020, and 202012021.The assignment will be for the review for all the six

thermalPowe Plants

Ronalds LLP

exercise.
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The Manager of Gulf power gave a general overview of the Operations in line with;

of commission*Y
The Gulf tendering process was done in 2009 that led to the signing of the PPA on 17th

December 12. The commissioning of the power plant was done in December 2014 and began

operations in December 2017

* Ten process and contract nature

The general nager took the team through the tendering process. He stated they participated in

r starting from preparation of the tender document, submission, evaluation and

its

an open

finally the rd of the contract.

It was worth noting that they participated in two tenders to date with the first tender in 2009 and

the second began in March 2020 but due to disruptions of COVID -19 it delayed the process

to July

To note is the major item being procured.

al ry Management and control

Gulf power First in First Out in the invoicing of the HFOs to KPLC. However, the General

Manager that Last in First Out is currently being used to help curb the spillover that took

place during

daily, weekly

2014 hence helped to take advantiage of the low prices. The organization does

and monthly inventory controland shares the same with KPLC.

a process

The ordering process depends on dispatch, that is in case there is low dispatch, and then the

organization end up not placing any order. Approximately the management of Gulf highlighted

that on uses less than one order per month.

The team that the dispatch by the power plant is very low compared to the rest of the
lPPs roughly
below 4,500
adjusted until

000-5,000 hours of work. lf the security stock stored at the plant in any period falls
tons (MT), then the payment under Power Purchase Agreement shall be

times the security stock volume is equalto or exceed 4,500 MT

ln addition, team alluded that the seller is required to always keep on-site, in accordance with
ng practice, a commercially reasonable stock of fuel for the plant's daily operationprudent

as well as stock that is not less than the total amount of fuel needed to run the plant

continuously

Finally, it wa

20 days at full load

highlighted that the dispatch projections cannot be determined as they come on a

need basis. F example, the General Manager mentioned that the dispatch levels for the months
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of Decem r 2020, January, and March 2021 were high compared to the rest where there were

one or orders per month

a Maj

The plant's

rather than

challenges facing the IPP

mary problem is with price ranking, where the dip in 2014led to the use of LIFO

IFO due to the high prices utilized in the inventories, was clarified

.:. policies

The plant outsourced Operations and Management (O&M) for its staff at Kipevu 2 and the

Manageme Team runs operations at the office.

The ma of Gulf advised on a one-way means of communication, and the sharing of the

list of all and information required

The team Gulf requested that before the release of list of requirements needed during the

audit , there was need for signing of a Non-Disclosure Agreements by Ronalds LLP team

As a result , they were to prepare and share with us the NDA

There being other business, the meeting was adjourned at around 11:30 am.
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Henry M

Laurie Aki

Fiona Ng

Bernard niki

Simeon G ul

Lawrence ka

Jeff K

Purity

Pauline

Noah

Jacob K

Wilberforce ugune

Lorrain ka

Charlene Ki

Dennis N g'a

Chris

Cynthia C

Joseph i Procurement Expert

AGENDA

1. t

2. Nature Scope of the audit

3. Nature of

4. Timelines the audit

5. Preliminary list of requirements

6. Any other (AOB)

Chief Executive Officer, lberafrica

lberafrica

lnternal Auditor, A.P Muller Capital

lberafrica

lberafrica

lberafrica

lberafrica

lberafrica

Project Manager, Ronalds LLP

Engagement Partner, Ronalds LLP

Forensic Audit Expert

Pricing Expert

Petroleum Expert

Audit Manager, Ronalds LLP

Auditor, Ronalds LLP

Auditor, Ronalds LLP

Auditor, Ronalds LLP

la
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1

The was called to order at 3:05PM by the CEO, IBERAFRICA, Mr. Henry Muthanji who

welcomed team and asked the auditors to introduce themselves. Pauline thanked the CEO for

the oppo to take the floor. The team from Ronalds introduced themselves followed by the

team from I CA,

She added KPLC had engaged Ronalds LLP as independent auditors to assess procurement

of HFOs a the pricing.

Pauline an overview regarding the assignment and mentioned that Ronalds LLP bidded

and was contracted by KPLC to conduct a forensic audit which officially started on

Monday,4th July 2022.

She explai

touches on

the was for the team to understand the relationship between lPPs and KPLC and

challenges by the lPP. She added that the scope of the audit was the financial years; 2018-

2020-2021 but in instances where historicaldata was applicable, review will be20'19,2019-

done.

She also that the list of requirements shall be shared to the lPPs and that regardless of

some of the uirements being held at KPLC, the same documents may be requested from the

IPP for the team to check on uniformity

The CEO ahead to describe the operations of lberafrica with regards to the following:

commission

1 was the first IPP in Kenya and commissioned in 1998 with a capacity of 44MW

* Year

and in 2000 plant increased the capacity to 56.346MW. ln 2007 there was a need to increase

this saw the commissioning of lberafrica Plant 2.the capacity

Plant 1 PPA signed in 1996 and the term was extended in 2004 for 15 years which saw

lberafrica

lberafrica 1

in operation

that the assignment would be very objective because it is of public interest and

country's concerns on the rising cost of power. She explained that the purpose of

in August 2019. Plant 2 was commissioned in 2009 and is currently

its PPA set to expire in2034

t5:. OWne hip

lberafrica

Naturalwhich

ln 2019, lbe

infrastructure

owned by Union Fenosa, a public company in Spain, which was bought by Gas

to form Gas Natural Fenosa. specializing in electricity and gas distribution

was bought by A.P Muller Capital, a venture capital firm that invests in

is the sole shareholder
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The CEO

year terms

years,

numbers

ATe ng process and contract nature

that the current FSA runs for two years with possible extensions for two -one-

a review of supplier compliance. This means that a supplier can go for up to 4

. He added that they have issued three tenders since 2009 with the following

suppliers; , Gulf Energy and RH Devani, who are the current suppliers

He went a to explain the procurement process: The tender must be advertised in the local

dailies and ll qualified bidders are invited to bid. The tender documents are prepared and sent to

KLPC for who approve if it can go to tender or provide amendments which the IPP can

either take advice or go forth with the tender as is.

The bidde are usually given between 3 weeks to a month to respond to the tender which are sent

to lB or physically dropped at the location. The IPP gives the bidders a draft FSA and

instructions

All bidders invited for the tender opening in the presence of KPLC representatives; prices are

read and bidders sign against the prices that have been read

Evaluation bidders is done for both competitive and non-competitive numbers, on competitive

uding taxes and exchange rates. The bidders competed on matters including

overheads profits.

The Eval reports are shared to KPLC who review and write to IBERAFRICA with regards to

objections or additional propositions. After alignment of KPLC and IBERAFRICA

the bidders are invited for negotiations and the FSA is drafted and KPLC issued

with a copy.

analyzed at

lnterTech to

is shared to

successful bidder will supply the HFO within 30 days and samples of the products

lberafrica. lberafrica also does an external lab analysis with bodies like SGS &

if the fuel meets the specifications and is of quality. The fuel analysis certificate

PLC to support the fuel specifications and to show the calorific value.

€. ring process

process depends on dispatch, he added that the plant was very operational and

at 65% around 2014 - 2016 however, the IPP's current dispatch stands at 11% as at

The orde

dispatch

2021.

He added they use the formula, P-1 and this is affecting the prices especially when there are

price The formula applies to IBERAFRICA alone and is contained in the initial PPA

to strictly.which they

Pauline whether there have been any disputes regarding invoicing but the CEO clarified

that there been no disagreements experienced so far
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The CEO that initially they maintained a minimum of 4,500MT yet dispatch was between

5 - 10Yo minimum stock was degazetted but following the Taskforce report recommendation

in Novem , the minimum stock level reduced to 3,389MT

The CEO added that the HFO passed through cost is 2Z4lglkwlhr as stipulated in the PPA

and in where the cost is surpassed lberafrica bears the cost.He also added that the plant

was using HFO with 1% sulphur content however in 2009 they switched to fuel with

1.8% which Itimately lowered the cost of generation.

The plant lity of lberafrica is always al85o/o as required by the PPA.

Major facing the IPP

The plant's

losses that

problem is with the cunent pricing formula of P-1, the CEO mentioned heavy

rafrica has had to incur as a result of price fluctuations yet the plant has to bear the

risks. He that in the past, lberafrica had incuned losses to the tune of 1 million dollars due

large working capital.

Pauline that the audit team will share a comprehensive list of requirements and NDAs(to be

shared by

is 120 cale

) to be signed by the audit team. She mentioned that the duration of the audit

days and the fieldwork will start on 18th July and in case of any changes, lberafrica

shall be

The CEO ntioned that they were ready for the audit team and the list of requirements should

to allow for the lberafrica team to prepare accordingly. He also added that

be shared in hybrid format, that is, either in soft or hard copy depending on the

of the documentation

to the

be shared

documents

The CEO

thefirm is

advisory

backgrou

as a result

Mr. Noah Ndakala to give a brief about Ronalds LLP to which he responded that

indigenous firm of choice in Africa offering consultancy services including accounting,

assurance. He added that the firm had over 100 employees with diverse technical

including engineering. Noah also mentioned that Ronalds LLP was chosen by KPLC

very rich experience spanning a period of 12 years.

There bei no other business the meeting ended at 5.00PM

Private Confidential 266



o

a

O

o

a

o

o

o

a

o

O

Private Confidential 267

Kenya
Forensic

4. Timeli

August

OFF!CES

George
Stephen ura
Fiona
Pauline
Dennis
Joseph
Chris Oa
Jacob
Faith
Tori Emily
Timothy

AGENDA

1

2. Nature scope of the audit

3. Nature operations

of the audit

from a

and Lighting Company PLC
it Report on Procurement and Use of Heavy Fuel Oils

Chief Executive Officer
Plant Manager
lnternalAuditor
Project Lead
Forensic Consultant
Procu rement Co nsu lta nt
Fuelconsultant
Fuelconsultant
Procurement Auditor
Auditor
Auditor

ngi

5. Prelimi list of requirements

6. Any Business (AOB)

1

The manager called the meeting to order at 10:00 am. The members introduced
to be acquainted with each other

The chief officer gave a brief introduction to the plant. He explained that Thika Power
Plant sta its operations in July 2O14, and it has a capacity of 87 MW. He explained that AP
Moller had recently acquired the plant from Melec Power gen lnc. The CEO explained
that four were running at that moment, and added that the plant had been transitioned

plant to a peaking plant because of the increase in non-renewable sources of
energy in

The lead explained that the forensic audit was from the Presidential Task Force, and the
main of the audit was to investigate the procurement and use of Heavy Fuel Oils
(HFos) audit would cover three government financial years; 2018-2019,2019-2020 and
2020-2021
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The CEO keen to note the following issues about the operations of the plant;

o Du

oT

a

a

o

HF
the

ng the procurement of the HFOs, the Fuel Sale Agreements contain specifications
guide the pricing.

rely on annual KPLC forecasts and projections, which guide the energy requirement
for year.

tenders are floated on the oil market. There is a Fuel Supply Agreement template in
Power Agreement that advises on the pricing, stock levels and tax. The

P Quotation also guides the pricing of HFOs

has to attend the opening of the tenders. The tender is awarded to the lowest
after the authorization of KPLC.

prices of the HFOS vary per IPP due to;

The fuel specification -Some thermal power plants such as lberafrica located close
to residential areas are recommended to use fuel with low Sulphur content ol 1o/o,

while the Thika Power plant may use fuel with a Sulphur content of 1.8% as it is
further away from residential areas. The price that lber Africa would purchase for its
HFo would be higher than that of rhika Power Plant, as the HFo will have to be
refined and processed to lower the Sulphur content.

a

The Engine Specification from the OEM (Original Engine Manufacturers)-Different
plants have different engines, therefore their HFO consumption is different. An older
Engine willconsume more HFO.

When the IPP tendered for fuel since the fuel prices vary from time to time.

.:.

€.

a have been two HFo tenders i.e. the first tender was in 2012 while the second
was on 30th July 2020. Thika Power had been renewing the 2012 tender till the

of the final contract in 2020.

dispatch by KPLC varies depending on the economic order of metrics. The plant is
as a peaking plant.

o The plant manager explained that the capacity payments from KPLC cover the daily
and the plant maintenance expenses.

a
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The aud
them as

o

confirmed allthe physicaldocuments required were in the plant and would be provided to
the once their fieldwork began.

The CEO i the auditors that he had published a white paper which contained the
that he thought would improve the energy sector in the country. some of the
highlighted in the white paper include:

ization of HFo composition: This would mean every lpp would have to adjust
engines to adapt to the standardized fuel. This would not only ensure economies of
, but also economies of storage

o transition from HFo to LNG (Liquid Natural Gas): Not only is LNG a cheaper option
of but it is also more environmentally friendly than HFo. ln addition to that, LNG is

efficient with engines and cost-effective. The transition from gas would be easy as
was a gazette notice from the EPRA that required allthe engines in all lPPs to have

a

of

req

ga

incl
convertible turbines. The countries around Africa that are currently using the LNG

; Nigeria, Angola, Senegal, Ghana and Tanzania.

metric tonnes of HFo. Since most lPPs are peaking plants, maintaining the stock

stock: currently, KPLC requires the lPPs to maintain a minimum stock level

becomes very expensive for the lPPs as the end consumer pays for the
of the fuel. The recommendation was to remove the minimum stock

Kenya and Lighting Company PLC
Forensic it Report on Procurement and Use of Heavy Fuel Oils

informed the management that a list of audit requirements would be shared with
as the work plan was finalized. The management agreed to cooperate and

nager informed the team from Thika Power that the list of audit requirements will
the tentative dates for the fieldwork.

a

No

mat

irement for each lPP, but each IPP should be able to pay for damages.

system losses should be reduced; There is a lot of theft of power and the pain is
by the consumers. KPLC should try and minimize the system losses lo 12o/o as

used to be

supply chain cost should be lowered by reducing taxes on HFos and using other
altematives such as LNG

The CEO ked if the auditors would agree to slgn an NDA. The audit team ASSU red the plant
they had nothi ng against stgnrng an NDA. The internal audito informed the

auditors the NDA would be shared with the project manager for the audit.

The project
be shared

The ended at 12:00 pm.

a
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JULY 2022 AT T

Siva

Forensic

Rufar

James Ka

Pauline

Noah

Dennis
Joseph
Jacob
Emmanue llimah

Joyce

Lorraine

NT AND

nga

General Manager (Triumph)

Director (Triumph)

Finance Director
Project Manager, Director Public Sector Audit
Engagement Partner
Forensic Auditor
Procurement Auditor
Fuel Expert

Auditor
Auditor

Auditor

The was called in order at 11.00 by Triumph Chief Executive Mr. Siva Shankar after he

welcomed guests.

uction

and scope of the audit

of operations

nes of the audit

minary list of requirements

other Business (AOB)

Noah gave a succinct overview of the meeting's agenda. Pauline Mwangi provided a

thorough u ing of both parties' expectations and deliverables in the course of the

Forensic. further elaborated the background of the Forensic Audit with the objectives informed

based on Taskforce report being:

understand the procurement and contracting procedures, processes and

fol by the lndependent Power Producers (lPPs) and KPLC in purchasing of Heavy

Fue Oils (HFO),

ning the selection criteria used to identify the eventual HFO suppliers to the lPPs.

1

2

3

4

5

6
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critical analysis of the fuel pricing arangement in the Fuel Supply

ments and the PPAs and identify any gaps

paratively analyse HFO plants in Kenya determine the rationale for differences in

pricing as experienced in the tariff.

Pauline the scope will cover the period 201812019,201912020, and 2O2012O21

Triumph

follows.

Plant General Manger Saiva Shaukar offered a general outline of the company as

and year of commissioning

in 2015 and has a lifespan of 20 years to 2035. The 83MW diesel plant is

located in i River (Kitengela) Triumph Power Generating Company was set up in Kenya by

Board Holdi Ltd. (UK) a family-owned company whose principal shareholder is Abdirahman

HajiAbass nd family

Board Holdi owns 40% of the company, with the majority of the balance of the shareholding is

family-owned companies such as Tecaflex Ltd, lnterpel lnvestments Ltd and

rtrade Ltd. The total project cost is around US$157 million, structured on a limited

with a debt equity ratio of 75:25 amounting to around US$1 18 million in debt and

million in equity. He however stated that the equity percentage at the moment is at

The power consists of eight medium-speed diesel engines.

Ownership BOO

Ten process and contract nature

Triumph tenders from the fuel suppliers in 2015, companies e.g. participates including

It was

held by

Southern

recourse

around U

27o/o

energy

2. otal

Triumph done 2 tenders for supply of HFO. Gulf energy being the initial supplier and RH Devan

the current ier of HFO as from 2019. Tendering was done after every 4 years and was

renewable 2years.

I

3
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istics, the supplier delivers the Fuel to The plant from Mombasa by road where it its

Quality tests conducted by the Triumphs lndependent lnspector to ascertain the

August

ln terms of

weighed a

KPLC isn't

at rate of 21

The

KPLC for

quality of HFO,the Sulphur content, and the oil-water ratio

and Maintenance

The plant is and maintained by Mantracks Energy solutions a Germany based company

selected on the most attractive in terms of Knowledge and skillsets and perceived as least

expensive

Triumphs operates on the LIFO, with a minimum stock of 4500 metric tons which is based

on the PPA

produce to 1

nd Taskforce resolution in in 2021 as the safety stock in the cases it is asked to

ring process

Triumphs dispatch is 7.5o/o-10oh against the utilization factor of 65% as stipulated in the

PPA. It

day.

on a partial load with many stops and loads with average dispatch of 2 hours per

holding costs

policies

T s follows the procurement process as per the PPA.

The list of nts for to facilitate the exercise will be sent to Triumphs in the course of the

following to enable them to compile and organize.

on how Electricity is produced but rather billon the Net ElectricalOutput NEO

as stipulated in the PPA.

invoicing rate is 2109/kwh. lnvoices were generated on a monthly basis and sent to

with the billing formula as below,
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There no other business, the meeting was adjoumed at around 5:15 pm
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FLOOR

Julius lrung (Engineer)

Gerald Ng

Benson Nji

Pauline

Noah la

Dennis

Joseph

Chris

Jacob

Faith

Timothy M

Simon

team in ca

FICE

Chief Executive Officer, Tsavo Power Limited

Chief Operations Officer, Tsavo Power Limited

Petroleum Specialist

Project Manager, Director Public Sector Audit

Engagement Partner

Forensic Auditor

Procurement Specialist

Fuel Pricing Expert

Petroleum/ Energy ExPert

Auditor

Auditor

Auditor

The Chief Officer, Engineer Julius lrungu welcomed all the guests present and brought

the meeti to commencement at 3:00 P.M

Noah gave a brief insight of what would be our main agenda for the meeting and left the

floor for who is the project manager of the assignment where she gave a deeper and

comp understanding of what would be expected of both the client and the engagement

out the assignment comprehensively in good time.

a

Pauline the experts made it clear that the main objective of the assignment was to:

nd the procurement and contracting procedures, processes and documentation

fo by the lndependent Power Producers (lPPs) and KPLC in purchasing Heavy Fuel

oi (HFO), to determine whether they were carried out per the respective Power Purchase

(PPAs) and KPLC policies and identi! cases of deviation or inappropriate

that may have or continue to expose KPLC to likely losses

ning the selection criteria used to identify the eventual HFO suppliers to the lPPs.

critical analysis of the fuel pricing arrangement in the Fuel Supply Agreements

the PPAs and identifying anY gaPs.

a

a
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oT a comparative analysis of HFO plants in Kenya, determine the rationale for

nces in HFO pricing as experienced in the tariff

The fo assignment covers three years (July to June) 2O'18t2019,201912020,and202012021

Julius lru Engineer) the Chief Executive Officer, Tsavo Power Limited gave a general overview

of the as below:

Medium Diesel Power Station to be located at Kipevu, Mombasa. The PPA was signed in

January but the business began operations in September 2001.

AT process and contract nature

Tsavo tenders from interested and experienced Fuel Suppliers (" The Tendere/)'for the

supply and

generators

ry of Heavy Fuel oil (HFo) ("The fuel') to its power-generating speed diesel

Mombasa. The fuel was required to fire 7 medium-speed diesel generators with a

combined of 74.5MW of power generation. The quantity of fuel required was approximately

12,000 tonnes (MT) a month during regular dispatch. This Plant was to be known as Kipevu

be built on BOO (Build, Own and Operate) basis.TPC submitted its successfulll and was

proposal in mber 1996.

Tsavo was ong the 1.t lPPs.The contract was set to run for 20 years from 4h September 2001

to 3d ber2021at noon according to the CEO Eng. Julius lrungu.Tendering was done after

, and renewed after every 2 Years.

The cost of project was 86 million Dollars.

Finally, it worth noting that HFO is the major item that the organization procures.

a
On Sth J

every 4

*
Tsavo

and is

low prices.

*
Dispatch

dispatch

between

of commission

1gg6, the GoK advertised a tender for the construction and operation of a 74MW

ntory Management and control

normally used First in First Out. However, LIFO was currently advocated by EPRA

being used due to spillover during 2014 hence helping to take advantage of the

process

KPCL for the first 10 years was between 78o/o to 80% but from 2010 onwards, the

low and reduced to 6% and later towards the end of the agreement, it increased to

to 35%.
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challenges facing the IPP

IPP is a foreign philosophy to the government and utilities.

Very little expertise in drafting the Power Purchase Agreements (PPAs)

No Regulatory Authority to ensure a level playing ground

rement policies

The closed the operations in Mombasa, butthe machines are being serviced by the lPPs

and TPCL in the process of commissioning the plant to KenGen as we speak

Forensic
August 2022

*

*P

The

in the Nairo

and for

There are a

TPC follows the procurement process as per the PPA.

of Tsavo Power Company Limited advised that all the documents are available

office at Nation Center, 13h Floor. They requested us to send the list of requirements

to compile and organize how we willget them

The last

sent to KPL for payments.

There being no other business, the meeting was adjourned at around 5:15 pm.

was in 2017 , and it covers the period under forensic audit.

of 36 invoices between 2018 and 202'1. lnvoices were generated monthly and
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D E

Thomas

Michael

Zablon

Joseph Alex

GeneralManager

Finance Manager

hoch CTO

Noah Ndaka

Pauline

Dennis

Joseph

Chris Oanda

Jacob

Wilberforce

Faith Koech

Charlene

AGENDA
lntrod

Nature Scope of the audit

Nature of

Timelines the audit

Engagement Partner

Project Manager

Forensic Auditor

Procurement Specialist

Fuel Pricing Expert

Petroleum/Energy Expert

Auditor

Auditor

Auditor

1.

2.

3.

4.

5.

ns

list of requirements

6. Any other ness (AOB)

The meeting called to orderat 9:00am by Pauline Mwangi (Project Manager- Project Manager

and Public Expert from Ronalds LLP). Members from both sides were introduced

Pauline an overview of the assignment in which KPLC contracted Ronalds LLP to carry out

a forensic as a result of a presidential task force recommendation on the Procurement and

Use of H She explained that Ronalds LLP were contracted following an adequate response
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to the of reference as requested by KPLC and that Ronalds would be completely

indepe in the execution of the audit.

The scope of the audit assignment is three financial years: 201812019, 201912020, and

202012021 assignment would be a holistic review of all the six thermal lPPs and therefore

no biases in the process.

RE OF

The Manager gave a general overview of the operations in line with;

of Commission

The plant's ercial Operation Date was on 11th May 2010. Rabai is a 90MW power plant

who's cu PPA tenure is for 20 years up to 2030

*T process and contract nature

Rabai Ltd participate in an open tender process. The terms of the Fuel Supply Agreement

arefor 2 with a possible renewal for a one-year term (First Renewed Term), to be extended

upon by KPLC. After the expiry of the first renewed term, there can be an extension of

one year ( nd Renewed Term) and another possible extension of one year after expiry of the

Second Term which would be the Third Renewed Term.

there would

AY

It was worth

The tender

submitted

the KPLC

*
Rabai

.!.

Rabai

however it is

conduct.

lnvoicing is

Petroleum.

ry Management and control

has 8,400 MT as minimum-securi$l stock.

ng process

issues weekly Fuel Request Supply (FRS) to the supplier which are similar to LPOs,

based on C's forecasts of dispatch that is given to them. Dispatch at the start was above 80%,

rrently between 40 - 50%. Further they adhere strictly to the PPA which guides the

ng that Rabai recently participated in a tender to supply HFO to the power plant.

an open tender, duly advertised on their website, where interested bidders

proposals. The tender is currently in the evaluation stage with participation from

m who have given their approval of the bidder

once per month and is done in USD and their cunent HFO supplier is Dalbit



o

a

a

o

o

a

O

a

a

o

o

o

Private Confidential 279

Kenya
Forensic

2.S

procureme

Pauline

limitation of

Mr. Thoma

responsible

the audit as

and Lighting Company PLC
it Report on Procurement and Use of Heavy Fuel Oils

August 2022

a challenges facing the IPP

Mr. Thoma Hedebroe explained that Rabai Power had not experienced any challenges with

regards to PPA implementation. The PPA is straightforward and they adhere to it strictly and

that the faced were those beyond their scope.

Some of plant's primary challenges include

of HFO;

of the US dollar in the market;

3. in payment: where KPLC has been unable at times to honour its contractual

The credit period is 30 days after invoicing, howeverthere have been instancesobl

of

day day operations.

of up to 60 - 70 days. These long outstanding periods ultimately affect the plant's

Pauline

prior.

The ment of Rabai Power Ltd expressed that they would only be comfortable sharing

information ining to the procurement of HFO strictly. According to the letter they received from

KPLC, they believe that the terms of reference refer to charges solely associated with HFO

which include fuel charges and not capacity or energy charges.

red of a due and fair process and further elaborated that the list of requirements was

standard all lPPs therefore lack of provision some items from Rabai would warrant a

which would not be an ideal scenario.

Hedebroe also reiterated that they answer to a board of directors and were

their shareholders therefore it would be best and in everyone's interest to restrict

and anything outside of that would not be acceptable. Otherwise, anything

with to HFO procurement was welcomed.

1. The from Rabai expressed that they take Health and Safety very seriously, therefore,

that shall physically visit the site are required to present Covid 19 vaccine certificates

ora Covid 19 test that is not more than 48 hours old; while at the plant, wearing

of is mandatory, Conventional PPE gear shall be provided such as gloves, helmet

and however safety boots should be carried by the Ronalds team

2. Mr also requested that a Non-Disclosure Agreements be signed by Ronalds LLP

. He would share a draft with Pauline for execution.

that a list of documents required to undertake the assignment would be shared
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3. At of personnel from the Ronalds team that would conduct the field visit and the

melines are to be shared prior for proper planning. Also for the Rabai team to

staff that would assist in the exercise

4. ne assured the Rabai team that the audit would be conducted while holding the

standards of professionalism that would generate a value-adding report as it is of

interest and requested for full co-operation as it was not a policing exercise.

There no other business, the meeting was adjoumed at 10:15 am.
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MINUTES OF MEENNG W]IH EPRA

29 AUGUST 2022

EAGLE HOUSE,3RD FL@R, LONGONOT ROAI,, UPPERHILL

Prcsent

Yegon (LY)
Tonui(ST)

Omar (AO)

LLP

ine Mwangi(PM)
Nganga (DN)

Kakunu (JK)

The commenced at 10.15 am with an intodudion of the members present and the

of the audit. PM explained the purpose of the forensic audit was based on the
and use of HFO in the 6 trermal independent power plants (lPPs) in Kenya. The

of the meeting with EPRA was b understrand their role as the regulator in regard to

LY the members over thc role of EPRA as follouts:

provides technical and economic regulation on the clccticity and fuel industry

oversight tre electrici$ sector where they review and approrc power purchase

reements (PPAs) and are the custodians of the fuel supply agrccments (FSAS) between

and fuels.tpplicrs.
does not regulate the pricing of HFO.

lna , EPRA does thc following;

Reviews elcctricity tarills every 3 years.

Conducts monthly review of fuel costs and forepn curtncy cxchangc ratc.

Bi - annual review of inllation adjustnent to electicity.

LY mentbned that there was a rccomrnendalion to proviJc a 15% dccreasc on electricity
pnces was done through a subsidy from January 2022. He turthcr cxplained that the FSA

lPPs and fuel suppliers is based on the process of compctilivc bidding.

LY provided answers to a questionnaire from Ronalds as follors:

does EPRA exercise its oversight mandate pertaining b the pass-through fuel cost paid by

the pertaining to heavy fuel oils (HFOS) consumed bythcnnal power plants?

Monthly review of fuel costs based on information from KPLC

EP

1.
2.
3.

4
5
6

a

a

a

I

a

.^

Private Confidential 281



o

o

o

a

o

O

O

a

o

O

O

O

Kenya and Lighting Company PLC
Forensic Report on Procurement and Use of Heavy Fuel Oils
August 2022

Annual pass through audits to review the prices - Auditing the pricing model, more

reliance on information from KPLC, minimal interaction with the plants directly.

Evaluating the pricing model

Gazetting the fuel cost

HFOs are not under the mandate of EPRA based on the August 2018 Energy Regulations

for EPRA to share - Audit Reporls for FY 2018/19,2019120,202O12'l '2021122

is the role of EPRA in the procurement and use of HFOs by thermal pourcr plants?

Not involved in the process,

lnvolved in FSA when there are issues arise eg Tsavo on change of the fuel specifications

Contract management
No issues have come to the attention of EPRA on the non-compliance of lPPs on the fuel

supply

3. EPRA conduct a review of HFO pricing on an ongoirB basis and if so, is this data readily

4. How
No

the specific fuel consumption rate (SFC) for each engine used in thermal plants as

a

a

a

a

2.
a

a

a

a

a

in thc power prrchase agreements (PPAs) computed?

Establish during the procurement of the plants.

SFC based on the manufacturer and power plant type as well as the innovation in

technology
do the SFCs differ for ditferent porrver plants using ttre same ergine tlpes?

rtoNo4

explain the genesis of the Gazette Notice No.2826 of 1 9th April 2016 pertaining to

the
(r ). What were the internal deliberations within EPRA (then ERC) to arrive at the

nance of minimum security HFO stocks by thermal lndependent Power Producers

deci to provide these concessions to the lPPs?

Low dispatch due to new geothermal plants coming to operation and good hydrology

Prices were reducing globally while the power plants were holding large stocks

The above reasons were also correlated to the change from FIFO to LIFO method of

stock accounting
There was no deliberations on how the benefit from release of working capital pertaining

to security stocks was to be passed through to the consumer

The concession on no security stocks and minimum dispatch was rewked in2021

EPRA share minutes of the board and the internal approvals for the Gazette Notice of April 2016

explain the genesis of the approrral lctter dated 7 October 2016 pcrtaining to the change

of accounting from First ln First Out (FIFO) to Last In First Out (LIFO) method wttich was

by Gulf Porrrrer. What were tre internd dcliborations within EPRA (thcn ERC) to aniw at

the
LY revert on that and share the approvals

to provide this concession to the IPP?

a

a

5.
a

6.

a

a

a

o

a

7
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8. EPRA subscribe to Platts and other iMices pertaining to fud fidng? lf so, could they
the historical data for purposes of our audit?

Yes from January 2021

The indices were previously obtained from the industry

to share historical Mean of Platts, Average Freight Rate Assessment (AFRA) and World
indices from 2015

9. ls involrred in processing and approvals of Porrer Purchase Agreemenb (PPAs) or Fuel
Agrecmcnts if yes to what extend?

EPRA approves the PPAs

EPRA does not approve FSAs. This is done by KPLC.

10. ls pri<r of HFO revieured together with the monthly computation of the retail price caps for
Ute petrdeum prcducts?

No

a

a

EP

a

a

a

11 liccnses are rcquired for frms to trade on HFO in Kcnya? ls there a spccific liccnsc ior
and ufiolesale of HFO?

Yes - there is a specific license for the import of HFOs

General license for import of all petroleum products except LPG

EPRA share the specifics of the licenses

a

a
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Mr. Yida ti KPLC Board Member
Project Manager
Fueland Pricing Expert
Auditor

Pauline
Chris Oa
Charlene

AGENDA

on
B about the Presidential Taskforce

s on Presidential Taskforce recommendations.

Any Business (AOB)

The was catled to order at 10:05 am. Pauline did introductions of the team and gave a

brief update the progress of the assignment.

Pauline Mr. Yida for a brief about the Presidential Taskforce and its mandate.

1.

2.

3.
4.

Mr. Yida
was. He
problem of

The

He expla
review of

with explaining how the Presidential taskforce came to be and what their objective

ined that the force operated more like a board of directors to review the growing

rising cost of electricity which was a point of concern for the president. The president

intended to uce the cost by 33% and wanted recommendations to achieve this said objective

was constituted by members with expertise from different fields. Mr. Yida was Head

of and Finance.

that KPLC currently had approximately B0 PPAs at various stages. A preliminary

KPLC financials revealed that KENGEN generated 70% of electricity but was

charge: This acts similar to service charge and caters for the plant's running costs.

F charge: This is the cost of fuel consumed by the thermal plants in the generation of

S0% of the total payments due to Power producers. This further led the team to break

down the of electricity to the three different charges; Energy, Capacity and Fuel charges.

charge: This is due to the requirement of the plant's availability at 85%l.

il.
ilt.
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Out of the charges, fuel charge had the largest proportion and therefore it was where the

most sign nt savings could be achieved

From this rstanding, the taskforce sought to determine, Since the Fuel charge was a pass-

through to the consumer, what possibilities could there be for ultimate operational savings.

Some of the questions are: Could there be an easier and more efficient way to procure fuel,

perhaps th h an OTS system? Should there be a centralized procurement system? Are the

conect PLA

regions?
being used? Why is there disparity in the cost of transport across IPPS in similar

The of the Forensic Audit team had a list of questions about some of the

proposed by the Presidential Taskforce and their approach towards arriving at

the said

a) 1: EPRA has brought uniformity, predictability and certainty on retail fuel
ng in Kenya. ln spite of the PPA and FSA legal setups, is a greater role for EPRA

in HFO pricing framework.
felt that EPRA had done a good job in the regulation of white fuels however, he

ree that the same scrutiny could be extended to HFO. He expressed shock that
had only began subscribing to PLATTS in the 2021 which is used in the pricing of

b) 2 and 3: LNG is a cleaner and more cost effective alternative to HFO.

this assignment is a forensic investigation on HFO procurement and use,
was or is the PT Force view on a comprehensive industrywide feasibility study

lacement of HFOs with LNG as a fue! source for thermal lPPs & They spoke
of saving on LNG conversion. Where did they get this figure?

Mr.
LN
He

said that he agreed there is the need to go green and as part of the green agenda,
would be a better fuel source as it burns cleaner and is actually cheaper than HFO

id that they sought information from two groups that had carried out the feasibility
who determined the 40% savings from LNG conversion. He also added that based

on study, it may cost approximately 5M dollars to covert the engines

c) 4: lf they do away with stock and leave lPPs to manage their business,
ld that be a better option?

Mr
did
E
HF

on

explained that security stock is part of the CAPEX included by lPPs in the PPA

the lPPs should therefore not complain about the security stock. However, he did

that it is a significant working capital expense and agreed that the lPPs

rmining their own security stock is plausible as long as they would be able to dispatch
20 days at full dispatch as stipulated in the PPA. Failure to which, the lPPs would
penalties if they were called upon to dispatch and were not available.

5: What are some of the inefficiencies that the current KPLC - IPP

does not provide that they have recommended a sort of PPP node at

explained that the taskforce unfortunately did not carry out a HR audit to determine
inefficiencies of the current structure. However, the PPP node would serve at

interest of consumers at large. The proposed team would be a combination of

Mr.
and

up

d)

Mr.
the
the
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ls who understand the oil market and the entire framework to prevent any party
ng on loopholes.

e) 6: Given an average 10% dispatch for the power plants, is it an option to

on
the PPAs forsome and make a one off settlementwith long term savings
payments.

Mr explained that due to the instability of hydros and the sun's and wind's
, thermals offer secure back-up to the grid. ln his opinion, it would be more

to run the lPPs at higher dispatch however, the consumption patterns of Kenya
d the demand. He explained that the country currently has 3 energy levels: 1,000MW

- 4am), 1,500MW and 2,000MW, which is Kenya's peak that is only achieved for(1

30 Generation is linked to demand of power. ln order to increase demand, Kenya
need to become a24-hour economy which could be enticed through reducing tariffs

atn This would drive-up power demand which would ultimately increase electricity

Mr. Yida that as a country, we need to improve on our power planning and work towards
increasing grid capacity to 5,000MW. The matter is quite complex thatwould need contribution
from all and industry players

There no other business, the meeting ended at 12:00pm.

effi
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