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Annual Accounts 200612007
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(b ) Operating Expencliturtr

Operating expenditure rellected an increase ol Kshs.l4l millio n in 2006/2007 fi.a,
year colnpared to 2005/06. l'he increases observed in Operations and olfice Re
were due to staff salaries, inflation and hrel costs, which are major inputs in
business.

Decreases in expenditure were registerecl in various cost lines due to the orrgo
initiatives to reduce wastage realizing a cost recluction of Ks6s.3m in telephone]l
in aclrninistration due to reducecl salaries as a result of retrenchment and l4rn
conveyance of mails.

(") Financial ltesults

The overall financial results reflected an operating profit of Kshs. l63rn up fronr l5
last year. 'fhe profit alier tax of Kshs. 98rn has been realized with a contributiorr
Kshs. 67nt to the exchequer as corporate tax.

The status ott investtnent in rural internet connectivity through the Post Office has
olnitted in the accounts as it was in the lasl 3 years o*oiting t6e outcol,e o
ongoing discussion with the governrnent.

(d) Ratios
2006/07 2005/06

(l) Liquidityratio
Current ratio Current Assets/ Current liabil itie

(2) Gearing ratio 0.62
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REPORT OF THE DTRECTORS

The directors of Postal Corporation of Kenya (PCK) are happy to submit

their report together with the audited financial statements for the financial
year ended June 30th 2007.

lr The Registered office is at
Posta House
Kenyatta Avenue
PO Box 34567
Nairobi

l. Principal Activities

Postal Corporation of Kenyd, dPublic Corporation established in 1999 under

Postal Corporation of Kenya Act Number 3 of 1998 Laws of Kenya, is fully
owned by the Government of Kenya. Its principal activities include
provision of postal services like communication, distribution and financial

services.

ll

A (0

The number of staff atyear end were 4,361.

2. Results

Profit Before Tax
Less Corporation Tax
Net Profit After Tax for the Year

Kshs.'Million

t62
66
96

3. Dividends

The Board has resolved not to recommend any dividends to shareholders

with respect to financial year then ended.

4. Directors

Directors who served are set out on page 7

5
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, 5. Autlitors

l'he Auditors fbr the Corporation, the ('orrtroller anrl Auditor'(ienerirl ol'tlrc
Kenya National Audit Ol-fice, u,ill conlinue being in olllce irr the cotnittg
finarrcial year 200712008. 'l'heir atlclt'ess arrtl location is

Controller and Auditor and General
Kenya National Audit Olfice
Anniversary Torvers
PO Box 30084
Nairobi

6. llanltcrs

'l'he Corporatiott lras bank accottltts in the lirllowiltg lralrks
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Kenya Contntercial []ank
PO Box 3008 I

Nairobi

Commercial Bank of Africa
PO Box 30437
Nairobi

l]arclays llank ol- Kertya

l)O llox 30120
Nairotri

National Bank oIKenya
I']O []ox 41862
Nairobi

l)ost nr aster (lerr cra I

1. Approval of Finnrtcinl St:rtetttettts

The financial statenrents ol'the Corporatior"l were approvecl on 29'r' Iiebruary

2008. ,}
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CORPORATE GOVBITNANCTI SIi\.TIIM ENT
Corporate Governatrce deals with the way cornpanies are led and rnanaged,
the role of the Board of Directors and a fi-amervork of internal controls. The
Board of Postal Corporation of Kenya is cornrnitted to upholding high
standards of corporate goventaltce.

THB BOARD OF DIRECTORS
The Board is rnade up of 8 non-executive directors and the Postrnaster
General who is also the Chief Executive OIflcer. l-he clirectors are provided
with appropriate and timely inlornratiorr so tlrat they can maintain f ull and
effective control over the strategic financial, operational and cornpliance
issues of the Corporation.

fhe day-to-day running of the business of the corllpany's systern <lf internal
control is bestorved on the Postnraster General rvho is the Chief Executive
Officer.

BOARD ME,ETINGS

Members of the Board of Directors during the financial year 200612007
were:

{tl

lr

I ) Major General (ltetired) Peter
Kariuki

2) Fred Odhiambo
3) Newton Osiemo
4) Harun Ndarnbuki
5) Charles Kioko
6) Mary Ngoyoni
7) Dr. Dominic Waurugunda
8) Samwel W. Thuo
9) Matei M. Ndeti
10)Kepher O. Odongo
I l)Dr. Bitange Nderlo

Chairuran

I)ostnraster General

Appointe dl11012006
Appointed l/10/2006
Appointed 1/1012006
Appointed 1/1012006
Retired 2510812006
Itetired 2710812006
Retired 2310912006
I'S, Ministry of Inlornration
ancl Conrrnunication
PS, Ministrl, of Irinance

7

12)Joseph Kinyua
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The role of the Board includes to:

Exercise leadership, enterprise, integrity and sound judgement in
directing PCK to achieve continued prosperity;

Approve and review strategic business and operational plans and
ensure that PCK has sufficient and appropriate resources to achieve its
goals;

c) Ensure that effective systems of control are in place to manage major
risks faced by PCK and to safeguard its assets;

1:

(t
a)

b)

d)L

t-

t-

t--

Provide oversight and guidance to Senior Management so as to
enhance efficiency and effectiveness of the Corporation;

e) Ensure that PCK complies with all statutory and legal requirements
including prescribed codes of best practice;

Monitor and evaluate organization performance through quarterly
reports and agreed key performance indicators.

g) Ensure effective accountability to the Government through the
Ministry of Information & Communications in proper management of
the affairs of the Corporation.

h) Adhere to the principles and virtues of good corporate govemance.

BOARD COMMITTEES
The Board discharges its functions through committees. Postal Corporation
of Kenya has 3 committees as listed below.

I. AUDIT COMMITTEE
Members ofAudit Committee are:

L; 6:;.
'tw

0
L-

L-

$i

I
2

3

4

I

I

I

L-

I

Mr. Charles Kioko
Mrs. Mary Ngoyoni
PS, Ministry of Finance
Postmaster General

Chairman

8
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Ihe utandatc ol'tlte ('ottttttil.tcc irrcItrtlc

a) listattlish antl tevieu' ol- intelrurl cotttt'ol sr ste ttts. t'isl' ttuttltllctncttI
issues arttl interrtal atrtlit;ttttcctlttt'es lot'thc ('ot'1ttlt'tttiott.

b) Itstablish the scol)c. rurttrrc arrrl Ir'iorities ol'irrtcrrrirl arrclit. I{cr ierr tlrc
intental aucli( llr'()gl'ulns rclating to all ollct'ittiottal itsllccts ol' tlrc

cot'poratiott.

c) I{evieu' ttta.jot'

t'ccorrtntcltcl Io
actions tltcrcto

lintlirrgs ()n intet'rral atrtlit ltntl ittvcstiglttiotts itttcl

llrc lloat'rl rcusotte rl rcslx)nscs ittttl/ol' cuttte tttltlittccl

d)

I)r. Dorrrirtic Witttrugturtlrt

N4r. I Ittt'un N),ittttbol<i
I\4r. Ncu,ton Osiettto
I)S, l)arettt N4inistrv
l)ostrttast ct' (icrtcra I

( 'hirirrrrirrr

fi,ii

Liaisc u,ith cxtclnal arrrlitols lor irtrtlil l)rogriuns, cootrliluttittg
nlallilgcntcrrI r'cs1'rorrscs to lnar)agcn)cttt lcllct's tltctcto 1rt'iot' trt issLrtttcc

ol' thc arrrlit ccrti llcatc.

I{cvicu, tlrc e xternal arrrlitors' lrrrtlings, issttcs uttrl tcconttttctttlittiotts
arising irr tlrc c()r.u'sc ol'irtrrlit.

[{cvicrr, pcrlilrnrancc arrcl consirle r tlrc tcnttttte t'ittiolt ttl' cxtct'ttitl

auditors lbr action by thc lJoartl.

lJndertal<e such other duties or {unctir-rrs as ttrav bc assignetl br thc

Iloartl u,lriclr are t'clevuttt" to atrtlit atttl irtvcstigatiorts.

ll. lltiNt,,\N lll,lSOll lt(11,, (IONINI I'l"l'lLI'l

*d [Vlertrbcrs ttl'l lttttttttt l{cstlttt'cc ('ottttttittce ittc

e)

r)

s)

I
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l
4

5

()



t



7

/
B The duties of the Committee include:

a) Human resource management and development - policies and their
implementation.

b) Review succession planning at senior level and make appropriate
recommendations for consideration by the Board.

c) Review the remuneration of staff for consideration by the Board.

d) Review staff perforrnance at all levels.

e) Monitor internal and external communication.

0 Monitor the implementation of corporate governance policies after
Board approval.

III. FINANCE AND TECHNICAL COMMITTEE

Members of Finance and Technical Committee are:

N

I

\@ii

I
2
1J

4

Mr. Newton Osiemo
Mrs. Mary Ngoyoni
Dr. Dominic Wamugunda
Postmaster General

Chairman

_.J

,@

The functions of the Committee include to:

a) Review the Corporation's financial statements and budget before
submission to the Board.

b) Approval of procurement and asset disposal plans.

c) Approval of pre-qualification criteria for suppliers of goods and
servlces

d) Approval of procurement and disposal documents including
invitations to tender, pre-qualification, tender evaluation criteria and
invitations for expression of interest.

t0
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e)

f)

Ilevierv qLtal'terly relx)r'ts on tcndel's that lravc bcctt trr,varclctl lry tlrc
Tender Conuuittee.

Monitor custonrer scrvicc standards aurd pt'oduct i v ity ol' rcsourccs

g) I{eview the Corporation's colporate & business strategy ancl rrrarket
research developrnent.

h) lteview postal opcratiorrs, UI'}U statrdards anrl cotnpliancc rvitlr
Uttiversal Scrvice Obligatiorrs.

DIRECTOITS A LLOWA NC I'S

Non - executive I)ircctors arc givcn sitting allor,varrces cluring nreetings
while the Executive clirector does not get sitting but ittstead draws a rnorrthly

salary and allorvances.

BOAITD/COMM ITTEB M BBI'I NGS

'l'he lbllorving is tlrc rccorrl ol'tlrc Iloarcl arrcl ('ortrtrrittcc nrcctirrgs lrcrltl

during the year enrlc'd 30'r'Jurrc 2007.

N,lain / Special Board

Audit

Hurnan Itesource

I;inance and'l cc'ltn ica I

I

ll'ir
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i
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k Statement of Di

ended 30th June
rectol's Responsibilities for the year
,2007

rit

'I'he Directors are t'ecluit'ed to l)rePare Il,a,cial staternents *,hich give a trr,re and firir.view of the state of'afftrirs of tlte corPuratio, as ot tr',. c,cl .f th. fl*n.ial year and ol.its strrllltls or clefic.it lor that ycar.'l'he I)irectors ar.c r.ccltrir.ccl to ersur.e t'at t'ecorporatiotl tnaitttaitls proper accounting recorcls whiclr cli.sclose, with reasonableaccuracy' tlte fittatrcial positiort of Ihe Cor"poratio,r.'t'tr. I)irccrors are also r.espo,siblcIbr tlie safeg,a.clirrg trreassets of trre ()or,.ratior.

The Directors accept responsibility lor the financial state,rerts, whiclr havc [ree,preparecl r-rsing apltroltriate accouniing policies sLrpltorteri b1,,...,r.,",ab1e alrcl ;.lrLrdcrrtjuclgenrents arrcl cstirnates, consistcrrce rvith p."vious ),.,,,,.r] ,,,r.i";1 conlbrrnity witlrIrttertratiortal I;irtatrcia.l tteporting sta.clards. -i-he 
Dir-ect,rr, ,r. nr tr.,. opiriorr that thcllnarlcial statettrettts give atrue anci fair view of the state of'the financial alftrirs ol.tliccorporation as at 30'l' June, 2007 a,cl ol' its surplus lor thc: year the, endcd. .r.eDirectors Irrrther accept respo.sihrility ft;, ;1."r;aintera,c. ,,,taccounting rec.rasnrailltainecl b;' tltc corporatiJ, whiclr have be.en reriec.l ,po, i,., ilr. pr"paration ,f.t.efinarlcial statctrlt-ttts' as u'ell as ott the adecFracy of the systenrs of internar fjnarrciarcontrols.

Nothi,g has coltre Io the attenti.n ol-the [)irectors to irdicatc that the cbrporation willnot retnain a goirtg collcern ltlr at Ieasl the lrext twelve rrorths irlom the clate of t,isstatentent.
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KT'NYA NAI'IONAI-, AUDIT OFIIICE
REPORT OF THE CONTROLLER AND AUDITOR GENERAL ON THE
FINANCIAL STATEMENTS OF POSTAL CORPORAT]ON OF KENYA FOR
THE YEAR ENDED 30 JUNE 2OO7

I have audited the financial statements of Postal Corporation of Kenya set outon pages 13 to 28 which comprise the balance sheei as at 30 June ZOOZ, ttregeneral operating and net revenue account, statement of changes in equity
and cash flow statement for the year then ended, together with a-summary ofsignificant accounting polices and other explanatory-notes in accordance withthe provisions of Section 14 of the Public Audit aci, zoog. I have obtained allthe information and expranations which, to the best of my knowreJje anobelief, were necessary for the purpose of the audit.

Directors' Responsibirity for the Financiat statements

The Directors are responsible for the preparation of financial statementswhich give a true and fair view of the iorporation's state of affairs and itsoperating results in accordance lvith the international Financiai nuportingstandards. This .responsibility includes: designing, implementinj 
- 

anomaintaining internal controls relevant to the prepaiatio"n and fair pr"r""ntrtion
of financial statements that are free from maierial misstatement, whether dueto fraud or error; selecting and applying appropriate accounting policies; andmaking accounting estimates that are reasonable in the circumstances

Responsibility of the contro[er and Auditor Generar

fVly responsibility is to exprnss an independent opinion on the financial
statements based on the audit. The audit was conducted in accordanc" *itnthe lnternational Standards on Auditing. Those standards require .orpfirn."
with ethical requirements and that the Ludit be planned and performed with aview to obtaining reasonable assurance that the financial staiements ,r" iru"from material misstatement.

An audit involves performing procedures to obtain audit evidence about theamounts and disclosures in the financial statenrents. The procedures selected
depend on the auditor's judgement, including the assessment of the risks ofmaterial misstatement of the financial statements, whether due to frauJ orerror. ln making those risk assessments, the auditor considers internalcontrols relevant to the entity's preparation and fair presentation of thefinancial statements irt order to design ar-rdit proceclures ihat are appropriate
in the circumstances, but not for tne purpr:se of expressing an opinion on theeffectiveness of the Corporation's internal controis. An audit also includesevaluating the appropriateness of accounting policies used and tn"

f
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reasonableness of accounting estimates made by the directors,
evaluating the overall presentation of the financial statements. I

audit provides a reasonable basis for my opinion.

1. Property, Plant and Equipment

as well as
believe the

Land and Buildings

According to the corporation's records reviewed during the audit, one
hundred and sixty seven (167) properties had been revalued. out of these,
only seventy two (72) properties were registered in the name of the
corporation two of which are occupied by private developers. ownership
documents for ninety five (95) properties are at various stages of processing
including five (5) properties in the names of defunct Corporitions and two (2j
occupied by private developers. ln addition, buildings valued at
Kshs.2,550,000.00 and included in the financial statements were constructed
on land owned by third parties. The management has not explained why such
construction was allowed on land not owned by the Corporation. Furlher, four
(4) properties which include Faza post office were not valued. ln the
circumstances, the ownership of the properties without title documents could
not be confirmed. Further, the value of land and buildings balance of
Kshs.3,149,295,333.00 as at 30 June 2007 could not be confirmed as fairly
stated in these financial statements.

2. Debtors

The total debtors balalce rose by Ksh.239,210,946 to Ksh.2,3g9,662,37g up
from Ksh.2,151,451,432 in 200st2006. provision for bad and doubtful debts
amounting to Ksh.331 ,822,099 provided in the prior years was retained
However, this provisions only covered lnternationat ano EMS debtors and
excluded provision for some debtors dating back to 1ggg. ln addition, the
other debtors balance of Ksh.218,317,339 included accounts totalling
Ksh.36,691,01 1 which showed insignificant movement during the year. Apart
from the international debtors, the aging analysis for the rest oithe debiors
was not produced for audit review. Under the circumstances, recoverability of
the debts and the adequacy of the provision for bad and doubtful debts could
not be confirmed.

3. Creditors

The service creditors'balance of Ksh.1,0o1,2sg,15g as at 30 June 2007
includes foreign administration creditors amounting to Ksh.gz,ol1,2gg which
have remained unclaimed for between three (3) and twenty (20) years. This
casts doubt on the genuineness of such liabilities. No action appears to have
been taken to review and deal with these long outstanding liabilities.

)
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(,,t 4. Contracts

4,1 Contract Docutneritation

The Corporation had five (5) runtring contracts wttlr a total cortttacl slun oi

Ksh.75,751,815 for wlrich necessary records suclr as project files, c<-rtrtrar;t

agreernerrts and contract bid reports were not nrade available for auriit
verifrcation These inch,rde irrstallatiorr of a PAB)( at the lread oflir;e, tlre Ngara

Road Post Office project, tlre City Scluare toilets r;ontract. [::ldotet lread trrost

office and the City Sqr-rare lift project lrr tlre abserrce of relevattt records ancl

tlre necessary supportirrgl clocLrnrentation, tlre corrttact aqrr:etnr:rtts attcl

contract prices could not be cortfirtrecj

4"2. Posta Pay Llervice fiystent

the Corploration engauecl tlre services of a firrrr to lrrr-rvicle sul)l)orl setvir;e-'for
tlre electronic ftrrrds transfer service: Posta pray ilte fitrtt bteacltetl sevet:rl
terrrrs of tlre agreerrrerrt irrclurding effectirrg transfet of fttttds by t;lreclue systettt
irrstead of by caslr arrd effec;tirrg transactirlns frotrt tlre fttttt's l.rtetnises ratlrr.,'t

than frorr-t the Corporatiorr's prenrises. Recorcls nrarlt: available are

inconrplete to allow for an irrforrned opitrtotr ()n tlre lirnt's fitratrctal

accourrtability levels. llowever, it appears tlrat r,rerrerally. tlrc fittn lt;ts

overriding riglrts over its prirrcrpal Postal ()otporaiioit clf lienya lI clevelo[;ecl

the Posta play softwale retairrerl it vvith all bar:[r trJrs attd als;o rtttrs it for tlrc
Corpotatiort lrt tlle citclrttlstattces, llttblic [t-ttltl:; eittttrstt-'cl to llrr: ()otlrot;'rliott

are exposed to tlre risk of loss.

ii. Very lirta!l Aperture I elrttittal (\/1i/\l ) I'roja, I

As re1;orted previously, the Corporatiorr failed to te..;ogttise tlte assets of tlre
VSAT project in its finarrcial statemerrts However. tlre reventte generatecl

fronr ttre prolect arnounting to Ks1r.6,157,870 dr-rritrg tlte finartc;tal year etrded

30 JLrne 2007, was reco!)rrised anc'l incorporated. Itris cattsecl a trris-rnatclr

between the revenue and tlre asset base contrary to accourttinq princi;-rles. lt

was therefore not possible to confirrn tlre cotrectttess of the total assets base

and the total reverrite generatecl arrcl reflectecl itr tltese fittancial statetnents

6. Gelteral Reserves

The general reserve balance of l(slrs.925,7?-1,477 trtcotporates unexplained
prior year adjLtsttttent atnot-trttittg to Kshs.69,502, / 42. I lris adjustnlent
increasecl the balance of the reselves considerably ln the absence of
satisfactory explanation and appropriate docuntentation to support the

adjustment, I anr unable to confirnr the correctness of the gerreral reserves

balarrce of Kslrs.925,721,477 as at 30 June 2007 and the Statenrerrt <.rf

Changes in Equity for the year ended 30 Jltne 2007

r:
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(.1;rilliqrs1

Except for tlte foregoinq resetvatiorrs, irr rrry ol.rirrir,.rrr trrroltr:r l_,oillt:r r.ri irt:r:(rLlirl
have been ke1;t arrcJ tlre acconrpanvirrq frrian;ial siaienrerris r.iirr,:: tirr.,.-rrrr,r
fair vierry of ttle state of tlte fittanc:ial allairs of tlre Oorgrr.rr;rtr(ur i:,r u,i ll0.lr_rire
2OO7 and oI rts sirr ;tlirs ztircj caslr flornrg [1;1 [l re yeerr ti rerr ertr.l,..:(l irirrl 1;11111;-1ly
urith the Postal Ooilrorartrorr Ar:t, 'lg9[]

f!.'11t1,1..t.,' ^', '

P. N. [(OMiOI{/\, (:[]S
(:ONTITO l=F.l{ /\Nill nI It)lT OtI Gt:l,{t:IlAl-

Nairobi

16 April 20r){i
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Fostal eorponatnon'l of Kenryel
General Operating amcl F,let F{everrLre Arcce-arulrit

For the period ended 30t[r ..flume 1200i'

t
Notes 2006t2007

l(shs

2005t2006

Kshs

Variance

J.

Operating Revenue

Postal Revenue

Agency Services & Rent

Total

Operating Expenditure

Administration

Directors Expenses

Operation

Conveyance of mail

lnternational Services

Rental

Maintenance

Training

Telephone Charges

Provision for Depreciation

Retrenchment costs

Pension

Other Expenses

Total

Operating Surplus/(Deficit)

Non operating Revenue

Non Operating Expenditure

Loan Charges- operational

sub Total

Exceptional ltems-

Staff leave

sub Total

sub Total

Net Surplus /(Deficit) Before Tax

Tax Provision

Net Surplus /(Deficit) after Tax

=::__agglJatrL 2,797 ,989,672 _-_18fi!,n:_

1 5,420, 768

(5,888,728)

(67,69r,615)

1 3,595.826

1,292.O27

(26,792,627)

19 923,296

(1 ,223.623)

2,i 51 .207

6,5 75, 768

(24,669,626)

3,039,706

(77,1 43,89s)

_-___ 3139f!! 2y_ -- 2,q4=s,s32, 
U 
5q_ ___l_!-q.q.!. s_EI

163,429,682 1 52,056 906 1 1 ,372,7 76

2,750,097,839

200,076,124

2,582,570,762

215,4 18,9 10

167,527,077

(15.342.786\

p-

2 660,7 04,4 1 3

17,953,301

1,342,'.l3't ,313

55,449,417

37,023,65 7

108,6 87,796

51,7 4',t,272

49,5 3 7,016

54,439,563

113,650,686

24,569,626

1 26,88 2,8 5 1

1 43,87 3,37 1

6i6 125 181

12 .064 .ltli

1 .27 4.439.698

69.045,243

38.3 r 5,684

8 1,895,1 69

7 1 ,6G4,568

48 313,393

57 190,770

120,226.454

129,922.557

66,729,476

4

tt
4 (

6

7

l.

tt

8

9

tj

I,E+

1

I

37,810,00 7

39,87 9,334

5,449,017

33, 353,922

51,947,489

6,854,823

4.4 t6,08s

1 2,068, 1 55

1,405,806

(7,5 1 8,34s) _ (25,448,390) '.-.r. t?1930,045._7_:__
' ,,t$.t

6,35 9,946 1,400,778 4,959.1 68

I

5,359,946 1,400,778 959,1 684.

( 1 ,1 58,399) (24:047,6i1) (zz 889.212\

16!!.128:_

. --- _6_9l!9,49_

96,070.836

1 28,009,295 34,261 988

56.202.122 (s, 998,32s)

IJ

71,807,173 24,263,663





| 'i, Fostal eorporatiern of Kemya
Balance Sheet
As at 30th June 2007

Plant, Property & Equipment
Land and Buildings
lVlotor Vehicles
Furniture and office equipment
Net Fixed Assets in Operation
Capital works in progress

Current Assets
Stocks
Debtors
Service
Others
Cash and Bank

Current Liabilities
Creditors
Service
Others

Net Current Assets
Assets Employed

Financed by:
Owners equity:
Revaluation Reserve
General Reserve

Loans
Pension and Provident Fund

2,915,159,880 3,078,251,515

1,001,259,159

1,407 ,974,773
2,409,233,933

505,925,947 542,075,162

4,460,824,612 3,548,129,390

Notes

10

11

12

13

14

200612007

Kshs

3,'t49,295,333

106,',129,352

621,709,219

2005/2006

Kshs

2,743,485,650

113,302,454

120 84 1 ,303

3,877,133,904 2,977,629,407

!:?

77,754,760

1,133,868

2,171,345,039

218,317,339

524,363,634

28,423,820

4,220,633

1,906,503,513

244,947,919

922,579,4s0

1,051,768,369

1,484,407,984

2,536,176,353

t:.

1,673,505,050

925,721,477

1,299,770,655

760,147,899

2,599,226,527

64,998,085
,l 796,600,000

1,861,598,085 1,488,209,835

2,059,918,554

73A16;223
, .,|'

1,414,793,407

4.460,824,612 3.548.128.390

I
I
I

POSTMAST.E

),!

CHAIRMAN

14
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{ti Postal Gorporation of Kenya
eash Flow Statement
Fon the period ended 30th June 2OAT

Particulars

Cash Flows from Operating Activities:

Cash receipts from customers

Cash paid to Suppliers and Ernployees

Cash generated frorn openations

Tax paid

Net Cash from Operating Activities

eash Flows from lnvesting Aetivities:

Proceeds from disposals

lnterest Received

lnterest Charges

Purchase of Property and Equipment

Loans and Advances granted

Net Cash from lnvesting Activities

Cash Flows from Financing Activities:

Postbank

lVloney and Postal Orders

Key Deposits

VAT

Customs

Loans

Loans Redemption

Net Cash Flows from Financing Activities

Net increase in cash and cash equivalents

Cash and Cash equivalents - 2005/2006

Cash and Cash equivalents - 2006/2007

(172,811,901) 36,757,253

Notes

18

200612007

Kshs.

2,766,111,244

(2,871,557 ,807)

2005/2006

Kshs.

2,718,166,128

2,555,069,726)

(105,446,563)

(67,365,338)

163,096,402

(126,339,149)
It.,

4,698,576

21,700,899

(23,619,971)

(55,416,323)

(25,029,285)

1 680,000

'19,567,608

(21,46e,538)

(38,327,062)

(27,385,340)

77,666,104 (65,934,332)

(146,591,073) 107,644,398

:.'24,345,107'
)

':lzs,sog,zzz\

7,400,214

(B ,856, 469)

.1147,755,1881 106,188,143

398 194 77,011,064

922,596,828 855 846 126

15

19 524,363,634 922,596,828

_l
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,{, Fostal Corporatiora of Keraya

Statement of Changes in Equity
For the year ended 30th Juner 20{1"/

f'r
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i
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[. i
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l

General
Rcserves

Kshs

Revaluation
I{eserves

Kshs

Total

Kshs

2,059,918,554i At I Ju11,2006

Prior year adjustments

As restated

Revalr.ration surplus

Net profit lor tlre year

At 30.lune 2007

lj
i

I

760,147,899 t,299,770,655

69,502,742 (589,784,606) (520,281,864)

829,650,641 709,986,0.50 I,539,636,691

963,5 r9,000 963,519,000

96,070,836 96,070,836

925.72t,477 1,673,505,050 2,599,226,527

l
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Fostal Corporation of Kenya

Accounting policies
For the year ended 30th Jun e,2007

The principal accoutnting policies adopted in the preparation of these firrarrc-iai
stateulents are as or"rtlined below:-

l. Basis of Accounting
The accounts are prepared in accordance with
standards.

International Financial Reporting

The Corporatiotl prepares its accounts under the historical cost convention, urocliflecl tti
inclLrde the levaluation of certain tlxed assets.

2. Interest
Itrtetest receivable frour Bank Accounts is accot-rnted for in the General Operati.g a,cl
Net Revenlte Accoutrt as it accrLres. Interest payable is chargeable to Ge,er.iii
Operating arrd Net Revenue Account.

3. Revenue recognition
Revenue is recognized on an accrual basis and represent receipts accruing fioni tlic
Itla.ior services of Postal Corporation of Kenya. It is statecl net of Value Aclcled Tax.

{. Stocks
These are stated at the lower of cost and Net realizable value. Cost is cleterminecl orr lr
weighted average basis net of provision for obsolescence.

5. Fixed Assets i' '' '

o Cost
F ixed Assets are stated at purchase or' procluction cost, less accumLrlateil
clepreciation. Cost tbr self- constructed assets indude tl're oost of mdterials, dilecr
laboLrr and an appropriate portion of overhead costs. AdUitions to fixecl asser:
dr,rriug the year are capitalizcd at cost.

Contractural rights and obligations on tl:re rural Internet connectivity eqr-riprnent havq'
llot been agreed between the Board of the Corporation and the Governnlent and the
Assets and obligations of the contracts have not been recognized in the Accor;r-rts.
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Postal Corporatiolt of Kenya

Accounting policies
For the year endctl 30tl' .!un(', 2{ll'17

Depreciution
Depreciatior.r on llxecl assets is calculatec1 to ivrite oll'the cosl or valLration ol'tl
assets over their estiurated useful lives by eqr"ral annual irrstallrrrents as lcillorvs:-

o

rl

lr
!rrl

Usefirl Iives (Years)
- Laucl - Nil
- l-ancl ancl l]urilclirrg fl'eeholcl - -50

- Cornprrters - 5

- IVlotor vclr icles - 6-9
- I;rrrrrittrrc & Ot'f rce ecltripnrent - l0
No provisiorr lbr clepreciation is ntadc orr adclitiorral assets accluirecl clLrrilrc tlre r.ci
Buildin-qs uncler leaseholcl lattcl are cleprcciatecl over tlre lt-'ase periocl at valuatiolr.

6. Transl:rlion ol' lbreign currcncies
Assets anrl l.iabilities clenonritrateri in l-oreign currencies are translatecl irrto Kor
shillings at lrrter'-llanli rates ol'excharr-9e rulirrg on the Balance Sheel da

Transactiotrs in lroreigrr Currencies are translatecl irr Kenya Shillirrss at Inter'-Ba
rates of exchange rLrling at the tiure of the transactiorr.

7. Debtors
I(now'rr bacl clcLrts arc- written-olf anci a provision is rta
otcollectiorr.

,. " [i. P"nsion oblig:rtion
1'lie cor'poration corrtribtrtior-r to perrsictrr s
arrcl Net I{evenrre lot' the year.

9. Cash :urtl c:rslr er;uivitlent . ')E "{s 
'

For the pLtrl)ose ol'cash florv statenrcnt cash artd caslr ccpii'u'alents corrrprises cash
hand, ancl lrarrl< balances.
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Notes forming part of the financial statements.
For the year ended 30th June,2007

fr

l)

- i,6

l.Analysis of Revenue

(i) Postnl Revenue:

Sale of stamps

Postage paid in bulk

Foreign administrations

Money order commission

Postal order commission

Box,/Elag rentals

EMS speedpost

EFT commission

Miscellaneous (lock replacements etc)

Total

Premium services:

Intemet services(VSAT)

Bureau Services

Posta shops

Photo Copying services

Total

Total Postal Rcvenue

(ii)Rent Receivable

(iii) Agency Services:

KPOSB

Customs and excise commission

Telkom

Pension Commission

Westem union

TSC commission

Others

Total Agency Revenue

Total operating Revenue

(iv) Non-Operatin g Revenue

Grand Total

Actual

2006/.2007

Kshs

Actual

2005/2006

Kshs

515,332,589 518,341,280

1,020,413,672 927,092,618

167,334,239 2t2,628,227

247,748,085 296,5t0,319

84,930 100,s05

520,157,966 499,962,227

l 13,E96,584 85,555,E24

142,934,503

t4,611,299 t3,120,73O

2,742,513,866 2,553,911,730

Growth

o/o

I

,

i

I

(l)

l0

(21)

(l 6)

(ts)

4

33

6

7

l

1_ 6,157,870

61s,597

270,62E

539,E78

27 ,047,36s

1,035,099

37 5,257

(77)

(41)

(28)

168

2-

201 3l I

7,583,973 28,659,032 (74)

2,3E2,570,762

21,703,980 43,59'1,690 (50)

6

w
80,530,242

4,666,340

2,571,674

4,562,410

96,687,724

3,03 r,733

4,511,481

4,(;84,s09

1 5,1 00

23,940,960

39,s49,3t3

(l 7)

54

(43)

l2

(l 00)

(0)

57

23,884,800

T ur.rru.rt,-=-+-:
178,372,144 171,821,220 4

2,9s0J73p61 2,197,989,672 5

37,810,007 33,353,922 l3

6

I
I

v

20

2,987,983,970 2,E31,343,594
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Postal Corporation of Kenya

Notes forming p art of the financial statements.

For the )/e:l r ended 30t" .ltrn ar 2007

t1,O

2. Adrninistration

Sa laries arrrl al lolvatrccs

I loLrse a llorr,arrc:c

M eclica I

Consultarrc_v (ll ra rues

Bank Chargcs

Offi ce Acirn irrst ration

Contigerrcie s

Irrsttrancc

Secr-rrit1,(ihargcs
(ieneral Storcs

Velricl: rrrrrrri rrg cos(s

Loss on ilisposal olMotor Vehiclc
Otlrers

l'ax orr li irrqe hcrre llts

Su b-tota l

3. Directors llxl)cnses

Ir( l) l)irectors Sitting Allorvancc
F(j ) Directors Ilorrorariurrr Alloivarrce
F(k) Directors'l'r'avellirrs sul-rsistcncc - Local
F( l.) I)i rectrtrs'l'ravel I i ng strbs istcrrcc -l.,xtcrrral
F(tn) Directors irrciclental [rxpcnscs

F(rr) [)irectors irrc:iclerrtal [lxpenscs

Su b-total

660, '704,413 676,1 25, I gl

20(l(t/2ll1l7

Kslrs.

261.221.512

I I 5.ft29.778

I 2(r.8ti6.2 I ti

5.(rfi6.7 70

17,,10(t.128

12.780.(r9j

3.74-5.5 l4
I t,706,2.1I

6l ,s82,2.5 r

r6.696, t3 I

t7 ,t 57 .3e2

1,529.985

469.8 t0

2005/201)(,

Kshs.

295.796.900

1 06.555.596

102,87tt.0-s t

?,420.41I

2 t,409.4-s-3

r 1,62 t,55i

r 5,698,96 t

7 t, t30,687

20,285.27 6

20,1 li,-554

4.4-19.4-s 5

).77 5,264

( I ruu,t h

tt//lt

( l0)

9

23

I.r5

(l)
l0

t,

I

( ti)
(ti)
(r8)

( I s)

(66)

(8s )

(2)rD

1 07I.9t7

2U)6/2007

I(shs. ji
,t.zsz,lit
| .221.64t

3 5{J.203

4,023,301

t6,222

201t5/2{l(l(t

Kshs.

6,476,927

t,9t0,8il
(:.10.60i

| ,e 19,026

2 8, {t:i 8

t,09[i,i68

(l rorvtlr
trl

43

(i6)
(41)

il0
(44)

t80

17,953,301 1 2,064,57j 49

{ t

2t
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Postal Cor'ltorat.ion of l(eny il

Notes lot'lttillg pat'l of'tlte linancial staternellts.

For tlre ),e:lr cnrlctt 30t" .lun e,21lll7

I

l
crrrrf in r rerl

4. O;rcrutiorr:rl

Oltcr:ttionuI

Sitlitrics irrrrl,,\Ilou itrrtcs

Postitl Agcrrt ics

l{ottse AIlorrlrrrce

Otl'ice Atlrrrirristr ll i()n c\l)cnscs

Gettcritl Stor cs

Strppl-r' ol'Slrrrnps

Vclticlc t unnint: c()sls

I)ostal [-rrsses

Opcr alirrg I ir'r'nr't'

Su b-lotu l

2005/2006

l(shs.

7 7(). tl2 2. (r 5 5

5.140.1)t4
j 

511 .1 1 .5..1 5 7

lJ.874..102

i0.8.58. 1 19

,1.9,l.6.')Jt)

8 t..107.6.s t

[i(r(r.(X)5

6.2 8t3.2 ti7

:=,141&9

2(X)5/2 006

Irs h s.

. I l.(rti(r.(r7 I

l(r.(r29.0 I .l
' fiL J

-ltl,J I5,68-l r,;.ti*

2(X)5120()(i

l(slrq.
5. I 75.6j()

I l8.lti7
(r(r. ( ),1 0. (r,l l
7l,66.1,5(rl'l

il
I

2t)I6t21xt7

Itshs.

lr t6.875.702

8. t t().677

i54.7() 1.4i6
I t.t72.7t4
19.719.46u

2.619.790
()8.820..t 

_51

555.61-5

19.,1 l(r.5.57

J:!i!1-{l:

( i rorr Ilr
o//tl

5

55r'

l

lr

1l

i

5. lntcrnatiorrirl Scn'iccs

li

l,
I
i

H
i

I

I

i

lri:
l_-

(l)
tlll

I 
()

( .1() )

l0 ()

5

2006/201t7

Kshs.

| 
(). 

I (r l.(r(rl{

_ !7,!11l,utt_tl

J7,02J,(r5(r

(irorltlr
tt/

I

l

( Itltcrrtaliottal pilr'ccl Se Ir itr'. - lrlrrilr,.,trls
llttct ttational Nlail Scr vir e \ -lrit) n)cnls

Sub-total

l
7

tu
__(J) _

t;

( , r'orr'1lr
llt
/tt

( 10)

\7
( ltit
( 28)

*

I

(r. Nlaintcnilncc

Ollicc [:t1riprlcrrl
I rr tblrrrat ion'l-echrrolos-r

[]trildirrg repairs ancl lclitrhl ishrrrcrrt

Su b-totnl

l

Ii) 2006/2{Xt7

l(shs.

:i.6.j 2.92e

ti.l0. l4.r

.17.2(iti.2()0

5l ,7 41,272

i

I r t

))
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Postal Corporation of Kenya

Notes forming part of the financial statements.

For the year ended 30tn Jm e,2007
contin rred

& 7. Retrenchment costs
Twenty two employees wel'e retrenched during the year at a cost of Kshs.24,669,626. However sorne
have not collected their dues amounting to Kshs. 3,600,2151=

8. Other Expenses

t..
L'
T

)

Furniture & Fittings (Repairs)

Electricrtl,/Water /FLrel B i I ls

StafT Awards

PCK Sportirrg Activities
Legal Experrses

Healtlr. Sat-ety Envi ronment (HSE)
Shows and Exhibitions
Electrouic Media Advefts
Priut Media Adverts

OLrtdoor adveftisment

Entertainrlent
Audit t'ees

Provision fbr Bad Debts

Sub-total 143,873,371 66,7?9,476

2006t2007

Kshs.

979,130

23,916,138

1,368,734

1,051,291

15,83 I,132
8,504,095

8,052,541

25,67 5,719

31,993,936

7,302,706

3,113,7 57
2,500,000
7 578 198

200st2006

Kshs.

991.831

20,6 r6,161

64,256

3,788,5 lg
5.147,618

8,837,541

1,436,129

1,526,462

13,446,147

Growth
1l//o

(2)

l6
2,030

86

208

(4)

46t
241

138

2,368,907
2,500,000

3l

104

t

23
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Postal Corporation of Kenya

Notes forming part of the fi
For the year ended 30th Jun e,2007

D
il
il

l'r
I

9. Non-Operating Revenue

ir
l

J

Bank interest

StatT loarrs intelest

Tender

Disposal of Vehicles
Sale of Stores

Conrrnissiorr orr Cash Salaries
I nsurance

Su b-total

Cash on lrand

Bank Balarrces

Caslr in transit

Su b-total

2006/2007

K.shs.

2 t.700,899

9,089,7-53

1,498,899

4,58(r,991

I I r,5ri5

82 1,880t
Li
r
I i. I 12. Cash and Banl< Balancet.-

37,91 0,007

[,l

t

20a6/20(i7

'i.
l4y,>56,693

366.53 5.700

8 21t 242

524,363 535li

I

l

l

I

1

+
l}

24

nancial statements

2005/2006

Kshs.

te,377.879

10,448,l6i
8 t -s. 100

t,393,961

195.67e

913,t40

_ 
" 

_ _2-.1_q,0_0!_

Ororvth
,%,

8

(13)

84

229

(43)
( l0)
r00

J3,J53,922 II

I,J

137,7 t5,

_ 6i.1 57,1 t0 _ 87

922,579,451 (43)
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@ Notes forming part of the financial statements'
For the year ended 30th June, 2007

l l.Schedule of Current Assets

Stocks:

Consumable Stores
Total Stocks

Debtors:
Services:
Foreign Administration
EMS

Less:Provision for Doudtful debts

Net Service Debtors
Bulky Postage
Money Orders-lntre state
Total

Rent Receivable
Rent
Agency:
Kenya Post Office Savings Bank

Telkom KenYa Limited
Telposta Pension Scheme
Other AgencY Debtors
Total
Total service Debtors

Other Debtors
Rentals

Suppliers - Zadock Furniture Systems

Staff Advances
Prepayments
Other Deposits(court attachements,Tuition fees")

lnstitutions
Cooperatives
Kenya Post Office Savings Bank

Telkom KenYa Limited
Deposits HosPitals
Stolen cash debtors

Less:Provision for Doudtful debts

Net Other Debtors
Total debtors

Cash and Bank Balances
On hand
Bank
Cash in Transit
Crown Agent and UPU Account
Total
Total Current Assets

423,488,183 331,950,809

159,801 ,326 158,755,861

972,049,587

393,282,144
28,175,834
22 289 278

1,747,856,857 1,574,552,704

2,171 345,039 1,906,503,513

312,557

212,282
183,050,626

4,330,587

544,200

2,'158,839

16,476,616

36,462,213
1,400,000

137,715,o',l.5

720,683,049

63,1 57,1 10

225,895,532
(7.578,193)

244,947,919

218,317 947 9

149,556,693
364,271,202

8,271,242
2.264,497

524,363,534 922,579,451

200612007
Kshs

1,133 868

2005/2006
Kshs

4,220,633

1,133,868 4,220,633

483,880,562
58,847 072

542,727,634

521,368,375

38,786,020

560,1 54,395

(331,822,099)

228,332,296
(331,822,099)
210.905.535

k
128,576,788
84,005,859

60,622,151
42.996.362

1,050,125,459
394,735,782

32,750,749
110.443.541

954,803
212,282

144,841,450
1,353,814
2,475,432

988,317
1',!,444,928

1 8,167,585
36,478,729
1,400,000
7.578,193

26

2, 915.159,879 3,078,251,515
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6 Notcs forming part of the linancial statements.

2007For the ar ended 30th Jun

*

13. Current Liabilities

Service Creditors
Foreign Administration

Money Orders

Postal Orders

Key Letter Box Deposits

Rental Deposits

EMS

TKL- Telephone and Telegraph
Conveyance of Mail

Agency Accounts-Tps-Maslermind
Total Service Creditors

Other Creditors
Statutory

EFT mobile charges

Pensions and Graluties
Providenl Fund

Value Added Tax withholding
Value Added Tax accrued
Retrenchment cosls
Corporalion Tax

Accrued Liabililies

lnstitutions

Cooperatives

Kenya Post Office Savings Bank
Ilank Staff'Loarrs

Telkom Kenya Limited

Administralion

Operalional

Rentals

Training

Deffered Projects

Contract work

Suppliers

Local

Overseas

Other creditors- postel Directories
Miscellaneous

Total others
Total Current Creditors

28,615,702 3,318.565

2006t2007

Kshs

1 40,200,850

176,656,2s7

8,175,839

83,997,678

1,292,s66

760,184

437,037,888

55,754,925

97,382,972

1 ,001 ,259,159

12,459,707

10,961,339

22,324,206

5,923,135

16,288,329

40,035,649

3,600,215

15,993,870

65,212,927

. 2,327,198

'16,404,559

880,055,959

28,383,005

s,942,828

14,771,059

9,O49,262

28,909,,t 50

11,916,459

96,819,340

2,016,866

3?,751,647

57,212.363

2005t2006

Kshs

137,917,778

169,774,285

8,494,5s5

73,354.704

1,292,566

1,624,660

462,424,687

66,636,854

130,248.281

1,051,768.371

19,474.131

21 ,1 69,925

2,967,085

1 1,951,397

(31 ,1 B5)

71,572,873

1 ,25.t ,06s

19,596,404

961 ,702,644

17,809,315

5,942,828

83,523,650

6,653,452

4,364,048

33,392,639

96,819,340

43,871,111

tt

i

)
a

,4!\

*

29,328,818

49,729,879
1,40?,rr4,??3 1,4

.233.933 2,536,176.356
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Notes forming part of the financial statements

Postal Corporation of l(enya

con(inuetl - -

Frrr tltc )/cAr cntlctl 30"' .lttn er20ll7

(/ 14. I)cnsion :rnrl l)rovirlent lirrrtl Kshs. 1,796,600,000

l'lte irrcrcase in tliis l-onq-tcn)1 pcrrsion and provident lirnd liatrility orving to Postal Pe
sclrcnre arose as a result ol'rcvaluation of the trvo schenres as at 30'l'.ltrne, 2007
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