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l. Acronyms and Glossary of Terms

The following is the list ofacronyms and glossary of terms used in annual report and financial statements for

financial year ended June 30,2024

Ag Acting

CEO Chief Executive Offrcer

IFRS Intemational Financial Reporting Standards

NOC National Oil Corporation of Kenya

NT National Treasury

PFMA Public Finance Management Act

PSASB Public Sector Accounting Standards Board
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2. Key Entity Information

a) Background information

The National Oil Corporation of Kenya was established by the Companies Act 2015 on 3i4l1981. At Cabinet

level, the Corporation is represented by the Cabinet Secretary for Ministry of Energy and Petroleum, who is

responsible lbr the general policy and strategic direction ofthe Corporation. The Corporation is domiciled in

Kenya and has branches in Mombasa. Kisumu, Nakuru and Eldoret.

b) Principal Activities

The principal activity of the Corporation as stipulated in the Memorandum and Articles of Association is

trading in refined petroleum products and participation in related petroleum business such as refining,

distribution and marketingi provision of related services such as hospitality, storage, transport, product

receipt and loading; oil and gas exploration; and promotion activities and participation in energy sector

activities as directed by the Govemment from time to time

Our Vision

To be a fully integrated world class oil and gas company.

0ur l\l ission

Providing security of supply of petroleum product in the country.

Living our values, growing a sustainable. responsrble and prolitable company that contributes to

national dcvclopmcnt.

Exploring, developing and producing oil and gas resources for the benefit ofthe Kenyan people.

c) Directors

The directors who served the Corporation during the year wcre as follows:

l. Hon. Kiraitu Murungi E.C.ll Chairperson Appointed on 20"' April 2023

2. ProU Njuguna Ndung'u CBS CS, National Treasury and Planning

3. Mr. Mohamed Liban PS, Ministry of Energy and Petroleunr

4. Mr. Leparan Gidcon Morintat Chref Executive Officer- Re-appointed on 28.02.2023

5. Mr. Edward Wamweya Altemate to CS, National Treasury & Planning

6. Apollo Muchilwa Altemate to PS, Ministry of Energy & Petroleum

7. Mr. Benjanrin Oyile Left on27.02.2024

8. Ms. Lilian Matagaro Representative, Attomey General

9. Mr. James Sitieney Representative, Inspectorate of State Corporations
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10. Ms. Dorothy Marami Kiane

I I . Ms. Victoria Karugu

12. Mr. Godfrey Waluse

13. Mr. Mundia Geteria

14. Ms. Sureya Roble

I 5. Magerer Lang'at

t6. Amina Bille

17. Eng. Elizabeth Rogo

18. Eng. Abdulrazaq Ali

I 9. Mr. Peter Kimani

d) Corporate Secretary

Leparan Gideon ole Morintat

Chief Executive Officer

P O Box 58567 - 00200

Nairobi

e) Registered Office

Kawi Complex, Popo Lane

Off Red Cross Road. South C

P O Box 58567 - 00200

Nairobi

f) Corporate Headquarters

Kawi Complex, Popo Lane

Off Red Cross Road, South C

P O Box 58567 - 00200

Nairobi

g) Corporate Contacts

Telephone: (254) -20-6952000

E-mai[: ceo@nockenya.co.ke

Website: rvrvw.nationaloil.co.ke

Appointed on 06. 10.2021

Appointed on 06. I 0.202 I

Appointed on 06. I 0.202 I

Appointed on 06. 10.202 I

Appointed on 06. I 0.202 I

Appointed on I 5. 12.2023

Appointed on | 5. 12.2023

Left on I 5. 12.2023

Left on 15.12.2023

Lelt on 15. 12.2023
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h) Corporate Bankers

Standard Chartered Bank Kenya Limited
P.O. Box 30003 - 00100
Nairobi

KCB Bank Kenya Limited
P.O. Box 30081 -00100
Nairobi

The Co-operative Bank of Kenya Limited
P.O. Box 67881 - 00200
Nairobi

NCBA Bank
P.O. Box 44599-00100
Nairobi.

i) IndependentAuditors

Auditor General

The Office ofthe Auditor General

Anniversary Towers, University Way

P.O. Box 30084

GPO 00100

Nairobi, Kenya

j) Princlpal Legal Advisers

The Attomey General

State Law Office and Department ofJustice

Hararbbee Avenue

P.O. Box 401l2

City Square 00200

Nairobi, Kenya

Stanbic Bank Limited
P.O. Box 72833 -00200
Nairobi

Equity Bank Kenya Limited
P.O.Box 78569 - 00507
Nairobi

National Bank ofKenya
P.O. Box 72866-00200
Nairobi.
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3. The Board of Directors

Hon. Kiraitu Murungi E.G.H
Chairman of the Board
LLB and LLM, University of Nairobi
LLM, Harvard Law School

{

\

Born 1952, Kiraitu Murungi is a former Governor
of Meru County. He previously served as Senator

for Meru and was MP for lmenti South

constituency.

One of the longest-serving Energy ministers. lt
was during Mr Murungi's tenure that oil was

discovered in Turkana and the ministry attributed

the State's 22.5 percent share in carried interest

in the production sharing contract to National

oit.
An alumnus of Alliance High School. He
graduated with a Bachelor of Law from the
University of Nairobi in 1977 and attained a

Master of Law from the same university in 1982

before proceeding to Harvard Law School, where

he attained another Master of Law in l99l
Mr. Murungi is a senior in Humphrey & Company

Advocates LLP.

He is an independent director.

2.

Prof. N juguna Ndung'u, CBS
CS, National Treasury & Planning
PhD in economics from University of
Gothenburg, Sweden.

Born 1960 Prof. Nluguna Ndungu is the Cabinet

Secretary, National Treasury & Economic

Planning. Prior, Prof. Ndung'u was serving as the

Executive Director of the African Economic

Research Consortium (AERC). He is an associate

professor of economics at the University of
Nairobi, Kenya and the immediate former
Governor, Central Bank of Kenya.

He holds a PhD in economics from University of
Gothenburg, Sweden.

He is a non-independent director

vlll
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Mr. Mohamed Liban
PS, State Department for Petroleum
Ministry of Energy & Petroleum
Masters of Public Health (KU)
Hiqher National Diploma (KMTC)
lnternational Diploma in Community Eye

Health (London University)

t

Born I 961 , l-1r. Mohamed Liban is the Principal

Secretary, State Department for Petroleum,

Ministry of Energy and Petroleum.

Prior ro chis appointment, Mr. Liban served as the
Chairman of Ewaso Ngi'ro North Development
Authority, of the Ministry of East African
Communiry and Regional Development and

previously of IEBC as the Regional Elections Co-
ordinator in lsiolo and Upper Easter Region.

He is a non-independent director

4

Leparan Gideon Morintat
Chief Executive Officer
MBA in Strategic Management

Born 1979, Leparan joined the Corporation in

February 2020. Prior, he was d.light SOLAR's

Country Manager for Ethiopia & Horn of Africa.
He has over l8 years of leadership and

manatement experience gained in the Oil & Gas,

Energy, lnfrastructure development, and ICT
sectors in leading multinational companies among

them Multi Choice Africa, Mitsui & Co. Ltd, Royal

Dutch Shell Group and Equity Bank Group.
He is an executive director-

5

Mr. Edward Wamweya
Alt. CS. The National Treasury and
Planning
MBA Finance: B.Com (Finance);
CPA (K): CIFA (K)

Born 1984, CPA, FA. Edward Wamweya is the
Alternate Director to the Cabinet Secretary

National Treasury & Planning. He holds a Master

of Business Administration (-Finance) degree,

Bachelor of Commerce (-Finance) degree,

Certified Public Accountant of Kenya (CPA-K)

and Certified lnvestment and Financial Analyst
(CIFA-K). He is a professional accountant and

linancial analyst.

Currently, he is a Principal lnvestment Officer in

The National Treasury.

He sits in the Audit and Finance Committees of
the Board.

He is a non-independent director.
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Ms. Lilian Matagaro
Alt. Attorney General
M.A. in lnternational Studies; LLB; Dip in
Law (KSL).

Born 1976, Lilian is the Chief State Counsel and

Parliamentary Liaison Officer at the Office of the
Attorney General and Department ofJustice.

She has consistently proffered legal advice for
over 16 years to Government Ministries and

Agencies on diverse aspects.

She sits in the Finance and HR Committees of the

Board.

She is a non-independent director.

7

Mr. Apollo Muchilwa

Alt. PS, State Department for Petroleum

Ms. Dorothy Marami Kiarie
MBA in Marketing and Strategic
Management

Born I 969, Mr. Apollo Muchilwa is an Alternate

representative of the Principal Secretary, State

Department for Petroleum, Ministry of Energy

and Petroleum. He is currently the Director lCT,

State Department for Petroleum.

Prior to his appointment he served in the State
Department for Mining, Ministry of Health, and

East African Community in same capacity.
He sits in the Audit and Strategy & Business

Committees of the Board.

He is a non- independent director.

I

Born 1963, Ms. Dorothy is a Lead Consultant

with Prolific Solutions. Dorothy has extensive

expenise in the Oil and Energy sector having

worked for over 2Oyears. Dorothy is currently a

Director of Zenith Ventures Limited.

She sits in the Finance Committee and chairs the

Strategy & Business Committee of the Board.

She is an independent director.
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Ms. Victoria Karugu
LLM, University of Houston.
MBA, Alaska Pacific University.

Juris Doctor (.D) Law, University of
Kentucky College of Law.

Born 1967, Victoria Karugu is an Attorney at Law

with over 25 years' experience She has previously

held senior leadership positions in the United
States (Denver, Anchorage and Houston) and in
Kenya. She is currently the Group CEO, Mathara

Holdings Limited.

Victoria holds a BA in Political Science and an MA
in History from Miami University Oxford Ohio,
and she took MBA courses in

Telecommunications and lnternational Marketing
from Alaska Pacific University, Anchorage. She

also holds a Juris Doctorate from University of
Kentucky and an LLM in Environmental, Energy

and Natural Resource Law from University of
Houston Law Centre. She is currently a Doctoral
candidate, DBA in Leadership and Management.

She sits in the Strategy and Business and Audit
Committees of the Board.

She is an independent director.

t0
Mr. Godfrey Waluse
MBA, Fletcher School of Law. MBA, Tufts
University in Boston
MA and an MBA from the Sloan School of
Management at Massachusetts lnstitute of
Technology (MlT).

Born I 971 , Godfrey Waluse is a global executive
with over 25 years' experience. He has worked
in various capacities at Japan lnternational
Cooperation Agency (lCA); rhe Secretary-

General's office at the United Nations Office in

New York, the World Bank in Washington D.C.,

and at the Standard Bank in Johannesburg, South

Africa. Godfrey works for the Energy Business

Unit at Mitsui & Co. Ltd,

He sits in the HR committee and chairs the
Finance Committee of the Board.

He is an independent director.
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Mr. Mundia Geteria

MBA in Strategic Management
(Moi University)
B.COM, (UoN)
cPA(K), FCS,TCSA,FCTS

Ms. Sureya Roble

MBA in Public Policy
BA. Public Administration and Political
Science

-.r.- I - -,,

Born 1949, Mundia Geteria has over 35years.

Mundia is the founder of Dima College Ltd and

currently runs Dima Driving School. Mundia has

served in several senior leadership positions,

which include; CEO and Board Secretary of the

lnstitute of Certified Accounants of Kenya

(ICPAK), Board Member of the lnstitute of
Certified Secretaries (lCS), and Company

Secretary of the Kenya Extelcoms among others.

Mundia is the pioneer Chair of the Embu County

Public Service Board and currently serves as the

Chair of the Trustees of the Public Service Club

Staff Retirement Benefits Scheme.

He sits in the Strategy and Business Committee
and Chairs the Audit Committee of the Board.

He is an independent director.

17.

Born 1967, Sureya Roble is a gender and public

policy specialist. She is a certified mediator

accredited by the judiciary. She is the founder of
Advocacy for Women in Peace and Security -
Africa (AWAPSA). Sureya has served as the

National Vice Chairperson of the Moendeleo yo

Wonowoke organization, and is also the Vice

Chairperson of Sisters without Borders.

She sits in the Strategy and Business Committee

and Chairs the HR Committee of the Board.

She is an independent director

xll
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Hon. Magerer Lang'at JK
MBA (Strategic Management) (KeMU)
BSC. H orticulture (KUAT)

Born 1973, Hon. Magerer Langat ]K has a

Bachelor of Science in Horticulture from.jomo
Kenyatta University of Agriculture and

Technology (JKUAT) and an MBA in Strategic

Management at Kenya Methodist University.

Hon. Magerer's professional experience spans

roles at the Adventist Development Relief

Agency, World Food Programme, Cooper Kenya

Ltd, and Osho Chemical lndustries, among

others. He was elected as the Member of
Parliament for Kipkelion Constituency in 2007.

He has served as an Assistant Minister for Energy

from 20 l0 to 20 I 3.

He sits in the Strategy and Business and the HR

Committees of the Board.

He is an independent director.

l4

Ms. Amina Bille

Diploma in Professional Computing and
Data Processing

Born 1973, Amina Bille is a dedicated and

experienced professional with a diverse

background in banking and finance. She possesses

a Diploma in Professional Computing and Data

Processing alongside several certifications in

banking and leadershrp courses. She has over a

decade of experience working at Kenya

Commercial Bank (KCB).

She sits in the Finance and the HR Committees of
the Board.

She is an independent director.

t5

Eng. Elizabeth Rogo,
BSc. (Mount Saint VincentUn iversity)
B.Eng.(Dalhousie University) both in
Halifax, Nova Scotia, Canada

I
{

Born 1963, Elizabeth is an accomplished energy
professional with over twenty (20) years
international experience in the Oil & Gas sector
and Geothermal.
She brings vast international and senior
management experience, including onshore and
offshore, working with global Oilfield Services
companies during her career in the
US, Africa and Europe - BJ Services, Baker
Hughes and Weatherford lnternational.

She was an independent director.

x l
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t6

Eng. Abdulrazaq Ali
MSC(Civil Engineering), MBA
BSC(Civil Engineering)

Born 1963, Abdulrazaq holds of Masters and

Bachelor degree in Civil Engineering. He has over
34 years' experience in public service having
served in the Kenya Government as a deputy and

chief executive of various state corporations, and
later as the Permanent Secretary in the Ministries
of Transport and Trade.

He was an independent director

17.

Mr. Peter Ngugi Kimani
Diploma in Strategic Security Studies (SSS)

East African Certificate of Education
Examination (EACE)

Born in 1959, Ngugi is a Retired Principal
lntelligence Oflicer (PlO) with the National
lntelligence Service (NlS). He has over 30 years
work experience with NIS where he rose
through the ranks up to senior management level

and previously worked for seven (7) years with
the Kenya Police.
He was Awarded- Order of Grand Warrior
(OGW) in 2015 and Awarded- Head of State
Commendation (HSC) in I 993.

He was an independent director

xlv
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4. Key Management Team

I

{
I\

Leparan Cideon Morintat
Chief Executive Officer
MBA in Strategic Management;

B.Com Accounting

Bom 1979, Leparan is the CEO of the National Oil
Corporation of Kenya. Prior to joining the Corporation,

he was d.light SOLAR's Country Manager for Ethiopia
& Hom of Africa.
Leparan has over l8 years of leadership and

management experience gained in the Oil & Gas,

Energy, Infrastructure development, and ICT sectors in
leading multinational companies among them Multi
Choice Africa, Mitsui & Co. Ltd. Royal Dutch Shell

Group and Equity Bank Group.

He is a member of the Petroleum Institute of East Africa
(PIEA), Kenya Institute of Management (KIM),
Marketing Society of Kenya (MSK), Kenya lnstitute of
Supplies Management (KISM) and Kenya Oil & Gas

Association (KOGA).

2

Benson Theuri
Manager-Commercial &
Industrial
MBA, Strategic Management;
B.Com.

ti-ril ''. ":i:a

Benson is a petroleum enthusiast, proven sales leader,

with 20+ years of leadership and management acumen

in the FMCC and Oil and Gas.

Has held senior leadership roles at Unilever and Shell lor
over 20 years and has extensive experience in leading

sales teams, tumaround efforts, product launches,

strategy development and implementation, project

management among other key skills.
During his short spell at National Oil, he has helped craft
the retail and commercial strategy and is leading the

team in the implementation and the corporation's
tumaround effort with outstanding success to date.

xv
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3

Robai Shiakhutsa
Company Secretary & Manager.
Legal Atlhirs
Master of Law (LL.M)
lntcmational Law fiom the Unr.
of Mysore.
Intemational Law and Legal
studies fronr the Uni. of Nairobi
Bachelor of Law (LL.B.)

Ms. Robai Shiakhutsa joined the Corporation in 2021 as

the Company Secretary and Legal Affairs Manager. Ms.

Robai is the sccrctary to the Corporation Board and also

responsible for managing the Corporation's legal

f'unctions, overseeing litigation and reviewing of
contracts to ensure policy cornpliance.

She is an Advocate of the High Court and a Certified

Puhlic Secretary (CPS) K. She is also a member of the

Law Society of Kenya (LSK) and Institute of Certilicd
Secretaries (ICPSK).

Ms. Robai conres with a wealth of experience gathered

from having served in senior positions both in the private

sector and Govemment. She has a proven record in legal

expertise.

4

Scoline O.iunga

Manager, Intemal Audit
MBA in Finance; ts.Corn,

Finance; CPA (K

Scoline loincd thc Corporation in 2020 and is

rcsponsible lbr internal audit including developing and

implenrenting an annual risk-based audit plan as well as

enterprise risk managenlent planning. execution,

nrorritoring, evalualion and consolidation of the
('orrrpan;'s Risk Managcmenl malriccs.

5

Alex Musungu

Manager, Procurement

MSc. Procurement and Logistrcs;

llc joincd tlrc ( orporatiorr in 20l7 antl is rcsponsihlc lirr
optinral and cost c|i'ctivc procur'onrcnt ol goutls. rr orks

arrtl scrviccs tlrrough tlrc clcvcloprrrcrrt lnd
inrplcrrrcntirtirrrr rrf ilppr()priirtc pr()curcr))cnt stliltr'gics.

Priol to .joinrng thc ('orporation, Alcx hcld various

positions in diflclcrrt cornpanics including Unclainrcd

Firrancial Asscts Authority. Kcnya Forcst Scn'icc.

Nairobi llospitul uncl Kcnya Agricultural Rcscarch
( )rsan izat ion.

xvl



National Oil Corporation of Kenya
Annual Reports and Financial Statements
For the Financial year ended June 30, 2024

BSc.l MCIPS of Chartered

Institute of Purchasing and

Supply (CIPS-UK); Membership

with (KISM)

6

Duncan Waziri

Ag GM-Finance, Treasury and

ICT,

MSc. Project Management; B.A.
Building Economics

Duncan is a seasoned business management professional

with significant experience in oil & gas and logistics
sectors. His work experience includes Business Analyst
and Sales Manager at Kenya Shell, Consumer Manager

at TOTAL Kenya and Director of Courier at G4S. He is

a past recipient of The British Chevening Scholarship

Award for postgraduate study in the UK from where he

graduated with a distinction.

7

Willis Oticno Anyango
Managcr. I Iurlan Rcsourcc'
& Atlrninrstrat ion,
[]Sc. l:ducation.
Mcr]rbcrship wirh ( Il IRM )

\\'rllr: .jrrrrtctl tlrc ( rrrponrtion irr tlre \llrlrrcr llLrnrln
I{csrrrrrcc: rrrrti ,\tirrtirri:tnrrirrrr rrr \rrrcrrrhcr loll lrrtl rs

IcsPort.'ihlc lirr tlrc \llrnrrr-rc'nre nl r)l tl)c ( ()rl)oriltir)l1s

l lLrrlrrr ( rr nitu l.

llc llrs lr brrred stltlllr ol ctg.rcricrrrc rn llttrrrrrn Ilcstrtrrcc,
practiic spce iulrzrru in Or'r.tilr) i,/irtion l)c.,ir:rr. l;rlcrrt
i\ llrrt;.Llcrrcnl. lll{ \lrxtcs\ rlcrclopnrcrrl lrtd
pcrlirlrlarrcc \ I lrnlrlclttcrrl spirrrlrt tr,,ct lX rcrrr'. i0
l lLtrt.rtt l(e.r'ttt re \l.ttt.r.-ct)]ittt .1;11111g .1L|ir.r r.11 i1r11s,

\cclof\ l)ri()r l(l.loit)intr tllr. ( orl)orirli()rt. l)c llcl(l \itri()Lts
Sentor llll \litnurcntcrtt tolc: .rl Srrlrrlicorr l.t(1. Kcn\a
Slrcll I ttl. Kcrrrir..\irrrirr: ltd.rrr..l tlrc K.rrcn llo.pital.

xvll
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I

Michael Rotich,
A.g General Manager,
Downstream Sales & Operations
MSc. Project Management; B.A
BBM (Supplies and procurement)
Membership with (KISM)

\{iclrael .itrinr'il tltr'orgattizittion rrr 20ll and lrus hcctt

ins(rrrrlcntal in stccrirrg rlistrihutitrrr & losisticr ir: thc

N'lanagcr Lrntil .lLrnc l0l-l slrcn lrc ascendctl lo his

crlrrunl p(r:.ili(rn irr irn lrctirrg errp;rcilr.

llc i. an accornplr:hcd lcadcr in thr' llclds ol supplr

ehairr. rlistril.rLrtitrrr. rrrrtl opcrntions rllntgcrncnt. rt ith an

irrrprcsrite sarccr sp nning ()\cr t\t'o dceirtlcs. llis
r-\tcn\ilc crpcricncc. prinrarill in the- oil itttti gits

intiu:trr. ltrr: :cct't hinr ltokl kct posiliotts itt rcltorr tt,.'r.l

irrlcnrrrlronal corpraliorrs such irs l:tronl\{ohtl. Sltcll.

lVltrqls. lrrtl [)irnonc. irr Kcrrvl antl clscrt'hcrc in tltc'

rcgirrt.

llc ulsrr lrtrltls a I)iplt,nta irt l:nirin,,'ctittg (..\!tlic) lionr
Iigcrlon I irir ersitr. rr l]irelrclorol llrrsincrs \larlrgcntcnl
{Srrpplics itrtrl l'roettt cttt,.-tt t } liotr l\{ount K!'n}a
[]nirclsitr ls rrcll us l \lastcr's [)ctrcc irt l'r'ojcct

\{artagctrtcrtl litrrtt Rocltlttrptutt Iittircrsit] irt tltc IrK.
llc is .r rt'tcrllrcr' ()l Kcn\',1 lrtslitule ol' Strpplic:
\'lrrn:rgcntcnl ( K l \l S ) lrrrorrg rrthct Prol,-'ssionul lro,.ltcr

xvlll
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5. Fiduciarl' Management

The key management personnel who held office during the financial year ended 30"'June 2024 and who had
drrect fiduciary rcsponsibility werc:

6. Fiduciary Oversight Arrangements

Finance Board Committee

A Finance Board Conrmittee holds fiduciary oversight responsibilities that arc essential ibr maintaining the
linancial intcgritl' and accountahilitl, o1 an organization. Here's a high-level dcscriptron of key fiduciary
oversight arrangenrents :

ll

lll

Governance Struclurc: Thc conrnrittee operates undcr a ftrmral governance structure rvith clear
responsibilitics and rcporling lirres to the board ol dircctors. It cnsures thal tlrc organization complies
with all tinancial regulations, ethical standards, and internal policies.
Financial Stcrvardship: The conrmittee provides oversight of the organization's tinancial
managenrent, including budgeting, financial planning. and resource allocation. [t ensures that funds
are managed prudcntly to safeguard the organization's assets and long-tcnn sustainabrlity.
F'inancial Rcporting and Conrpliance: lt ensures the accuracy, transparency. and timeliness of
financial reports, including annual financial statements. The committee ensures conrpliance with
legal, rcgulatory, and accounting standards, safcguarding the organization's rcputation and financial
health.

This oversight ensurcs that the organization rernains financially sound, transparent, and accountable to its
stakeholders.

Audit and Risk Committee
'l he Audit and Risk ('onrmittee is essential in supen'ising the accuracy of' an orgarrization's llnancial
reporting, risk management, and compliance activities. Belor.v is a concise oven,iew of the primary fiduciary
oversight responsibilities of this conrmittee:

i. Governance and Independence: This committee functions autononrously fronr nranagement and
provides direct reports to the board of directors. It guarantces that the audit and risk management
opcrations are conducted impartially and rvithout extemal prcssures. Members are generally equipped
with llnancial acumen and a solid grasp of risk managernent and cornpliancc.

ii. Intemal Audit: The conrrnittee is tasked with overseeing the intemal audit processes. This
encompasscs evaluating audit scopes, analysing audit results. and ensunng that recommendations are
implemcntcd in a timely nranncr.

Chief [:xecutive Otflrcer Lcparan Gideon Morintat

1 llcad of Corporate Services Mcshack Sawc

3 Ag. Gcneral Manager, Finance Duncan Waziri

4 I leacl of Procurernent Alex Musungu
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iii. Intemal Controls and Compliance: The committee is responsible for ensuring that a comprehensive
systenr ol'internal controls is established to sal'eguard the organization's assets. promote operational
elficiency. and adhcrc to applicable laws and regulations. It assesses the efl'ectiveness ofthe intemal
control framework and addresses any identified weaknesses.

iv. Risk Management Oversight: The corrrnrittee ovcrsees the organization's risk management
framework, which includes identifying significant financial, operational, and strategic risks, ensuring
that suitable risk mitigation strategies are in place, and cvaluating thc effectrveness ofthese strategies.
Additionally, the conrmittec promotes a strong risk culturc and awareness throughout the
organization.

v. Ethrcal Conduct and Whistle-blower Programs: The con.unittce cnsures the presence of effective
policies regarding cthical behaviour, including a whistle-blower progranr that facilitates confidential
reportrng of unethical or illegal activities. It supervises invcstigations into any allegations of fraud,
misconduct, or policy violations.

vi. Regulatory and Legal Conrpliance: The committee is responsible fbr ensuring tlrat tl.re organization
adheres to all relevant regulatory and legal obligations.

Strategy and Business Committee
The oversight role ofstrategic and business board committees is a critical governance function, ensuring that
organizations opcrate ct'fectivcly, align with their goals. and adapt to a dynamic envimnment. Belou'are the
key aspects of this rolc:

i. Strategtc Oversight: The comnrittee guarantees that thc organizational strategies are in alignnrent
with the company's mission, vision, and long-term objcctivcs.

ii. Financial Oversight: The committee evaluates llnancial plans to guarantee their consistency with
strategic goals and oversees the organization's financial pertirnuancc and sustainability indicators.

rii. Govemance and Compliancc-: The Committcc ensures adherence to govcrnancc framervorks and
ethical standards within the Corporation.

iv. Operational C)versight: Thc Cornmittee Reviews operational metrics to ensure they suppon strategic
goals and cvaluates the integration oftechnology and innovation inm the business model.

r,. People and Culture: Thc Conrnrittee is also responsible for establishing a succession plan, developing
a leadcrship pipclinc, and overseeing the alignrnent of its culture with its strategic objectives and
values.

Human Resource Committee

The ove rsight role of a I luman Rcsource Comrnittee is essential irr ensuring ef'f]ctrvc govemance of human
capital, pronroting organizational culture, and aligning HR strategics with busincss obiectives. Below are the
key responsibilities

i. Stratcgic Ovcrsight of Human Capital: The committee ensures thc organization has the right talent,
skills, and capacity to achieve strategic goals.

ii. Compensation and Benefits: They also revieu's and approves compcnsation packages lbr senior
cxecutivcs to ensure competitiveness and thirness.

iii. Talent Acquisition and Retention: Ensures recruitment strategies attract top talent while promoting
drvcrsity and inclusion.

il'. Employee Dcvelopment and Trainin,q. They Oversees employee' training and prolessional
development prog.rams to enhance skills and pertbrmance.

v. Diversity, Equity, and Inclusion (DEI) Ensures policies are in place to promote dir,ersity, equity, and
inclusron across the organization.
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7. Chairman's Statement

I am pleased to present the Annual Report and Financial Statements of National Oil Corporation of Kenya

('Nalional Oi[" or the "Corporation") lbr the Fiscal Year ended iOth June 2024 on behalf of the Board of

Directors. During the year under review. National Oil continued with its transformation joumey to

profitability and fulfilment of its full mandate. This will be achieved through operational excellence, market

leadership, cost efficiency and strategic partnerships.

Operating Environment

The continued increase rn global oil prices during the period has led to a rise in fuel prices in the rnarket, as

well as rvorking capital requiremcnts that havc remained a challenge for the Clorporation. After Block l4T's

Production Sharing Contract (PSC) was extended for a further two years, the upstream company saw

increased activity, further solidifying our position in the industry. More signiticantly, the Corporation is at

the final stage of completing the construction ofa state-ol'-the-art geochemical and petro-physical laboratory

that will be made available to other rntemational oil companies and interested parties fbr conrmercial

purposes.

On boarding a Strategic Partner

The strategic decision by the Corporation to on-board a non-equrty panner received Cabinet approval within

the financial year. This partnersl.rip is integral to our etTorts to enhance NOC's operational efficiency,

competitive position in the petroleunr induslry and for a financial turnaround. While the Corporation had

initially outlincd similar proposals in its Transformation Plan, the current initrative represents a refined

approach, tbcusing on the inrmediate nec'ds and strategic direction of NOC. With Cabinet backing. we are

confident that this collaboration will allow us to levcrage the expertise and resources ofour partner to drive

innovation, optimize our supply chain, and secure the petroleum supply lbr Kenya. The Board, in its oversight

role, has ensured that this process adheres to all legal and regulatory f'rameworks, includrng the Mrvongozo

Code ofCovenrance fbr State Corporations.

Restructuring of the Corporation

The restructuring of NOC. also approved by the cabinet, nrarks a significant milestone in ourjoumey toward

full comnrercialization and profitability. This strategic restructuring will involve the tbnnation of three

specialized subsidiaries: NOC Upstreanr, NOC Trading, and NOC Downstream. Although the Corporatron

had initially proposed a broader reorganization as part of its l5-year Translbrmation Plan, the current

restn:cturing is tailored to meel the immediate operational needs and strategic goals. This approach will

enable us to streamline our operations, focus on core areas, and better align with the Bottom-Up Economic
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Transformation Agenda (BETA) and the Kenya Kwanza manifesto. The Board is confident that this

transfbrmation will not only enhance our operational efficiency but also strengthen our capacity to meet the

nation's energy needs. contribute to econonric grorvth. and ensure price stahility.

Outlook

The rising oil prices worldwide continue to make the economic environment challenging. Of particular

concem is the company's huge debt load brought on by non-performing bank loans, and this is hurting its

profitability. We are continuously engaging witlr our financiers and shareholders to come up with a workable

solution for our portfolio of non-performing loans. The Board of Directors and Management have also taken

steps to explore viable growth opportunities such as strategic partnerships, and we are confident that this

long-term plan will provide favourable outcomes over timc.

Appreciation

I wish to thank the various stakeholders including our shareholders: Ministry of Energy and Petroleum and

the National Treasury & Economic Planning, the Board of Directors, management, staff, our customers and

suppliers ftrr their loyalty and commihlent even in the challenging business environment.

Hon. ngi E.G.lt

Chairperson of the Board Date ?+ lcql oaq
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8. Report of the Chief Executive Officer

It is my pleasure to present to you the National Oil Corporation of Kenya's (NOC) Annual Report and

Financial Statements for the year ending 30'h June 2024. National Oil began the ycar with high oplimism and

a determination to reversc the negative perlormance ofour downstream business and aggressively ramp up

our exploration activities in our upstreanr assets, Our prinrary focus remains doing more for less, prolitable

downstreanr and more upstream, driven by operational excellence. enhanced business controls and ensuring

sat'ety leading to growth in revenue.

Financial Performance

The Corporation recorded incrcase in gross profit from Kshs 106 rnillion for the year cnded J0'h June 2023

to Kshs I64 million {br the year ended 30'h June 2024, representing an increase ol 55%. During the year

under revierv, the Corporation's loss before tax reduccd from Kshs 2.335 billion in the financial year ended

J0'h June 2023 to Kshs 2.236 billion. The reported Corporation's loss is primarily attributable to the high

hank interest and penalties as a result of our non-performing loan portfolio.

Revenue

Sales revenue decreased by 59% to Kshs.l.2lt billion during the year under review fiom KShs3.l4 billion

recorded in FY 2022123.T his was tlue to continuous stock-out as a result of' lack of working capital.

Operating Expenditure

Operating expenses increased to Kshs 992 million in lhe year ended 30 June 2024 conrpared to Kshs 951

million in the year cnded 30'h June 2021. The increase is as result of high provisions for bad and doubtful

debts. Net financing costs decrcased l'rom Kshsl.6ll billion in l:Y 2022/2023 to Kshs 1.568 billion in the

year under review. This was fls a resLrlt of local currency appreciation against the USD during the year,

despite the high bank penalties incurred on account of interest capitalization on the non-performing loans

Upstream Operations

During the year under rcview, National Oil successfully applied fbr and obtained the extension of Block

l4T's Production Sharing Contract (PSC) lbr a further two-year period. The Corporation subsequently

ernbarked on further geophysical studies and data acquisition, which, when completed, will be packaged to

aid in markcting the block to prospective fann-in parlners. The Corporation has also been rvorking closely

rvith other licenscd exploration and production companies in the olher exploration blocks in the pursuit of

n.raking Kenya an oil and gas producer.
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On-boarding a Strategic Partner:

The C'orporation is embarking on a pivotal phase in its translbnnation journey, with the Cabinet approval for

on-boarding a non-equity strategic partner. This partnership is not only a critical component ol our

transtbrmation strategy but also a significant step toward enhancing our operational efficiency. ensuring

capacity building, and lacilitating technology transfer. While the proposals in our inilial lS-year

Translbmration Plan laid the groundwork for such collaborations, the current initiative is a ntore focused

approach to addressing our immediate needs and strategic objectives. The partnership will operate on a profit-

sharing basis, enahling us to inject the necessary working capital, implenrent a robust ERP system. and

enhance controls across our operations. These sleps are essential to fullilling our lcgal mandate and securing

NOC"s position as a key player in Kenya's petroleum industry. The process of on boarding the stralegic

partner is at the tail end.

Restructuring of the Corporation:

Our ongr:ing lranslbnnation efforts have taken a significant leap lbrward rvith the Cabinet's approval ol'our

restrucluring strategy. This restructuring involves the lormation of three distinct subsidiaries: NOCI

Upstream, NOC Trading, and NOC Do\,!'nstream. While these actions align closcly with the broader

objectives outlined in our Transfonnation Plan, they rcpresent a more imnrediate and tailored response to the

challenges and opportunities r', c lace. The cre:rtion of'tliese subsidiarics will not only improve our operational

agility but also enable us to diversify risks, access nerv capital resources, and enhance our rcsiliencc in a

dynamic market. tsy streantlining our operations and fbcusing on our core strengths, we are positioning NOC

to contributc- significantly to the country's economic developnrent, in line with the Boitom-Up Economic

Translormation Agenda (tsETA) and Vision 2030. We remain conrnrilted to engaging with our stakeholders,

including bankers and shareholders, to ensure that these initiatives bear fiuit in the coming financial year.

Appreciation

ln conclusion, I takc this opportunity lo exprcss my sincere appreciation to all our stakeholders led by our

shareholders - The National Treasury & Economic Planning and the Ministry of Energy & Petroleum - for

their signiticant contribution through both policy and budgetary support lo the Corporation.

On my orvn behalf and that of the Executive Management team, I also thank the Chaimran and the Board ol'

Directors lor their continued support. steadlast leadership, and guidancc throughout the financial ycar. I

would also like to most sincerely appreciate our customers for believing in us even rvhen we have had

challenges. I also thank in a specia[ way our suppliers. service providcrs, partneni and bankers lor their

patience invaluable support during the [inancial year.
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Last but not least, on behalf of the Board of Directors and Management, I congratulate our staff for their

continued commitment and resilience that have yielded these results and urge them to redouble their efforts

as we strive to retum the National Oil Corporation of Kenya back to profitability.

C Executive Officer D"t....2*[.q?..1b
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9, Strtement of Performance against Predetermined Objectives lor FY 202312024

The Corporation recorded a slight increase in gross profit from Kshs 106 million for the year ended 30s June

2023 to Kshs 164 million for the year ended 30'h June 2024, representing an increase of 55%. During the

year under review, the Corporation's loss before tax decreased from Kshs 2.334 billion in the financial year,

ended 30'h June 2023 to Kshs 2.236 billion however, the management is implementing the cabinet directives

on revival and commercialisation ofthe corporation to retum it to profitability. The reported loss is primarily

attributable to the huge bank penalties as a result of non-performing loan ponfolio and court cases awarded

against the corporation

Procuring an
OMC Partner to
ensure adequate
working capital

OMC partner on
boarding in the final
stages

lmprove
Financial
Performance

On-boarded
OMC partner(s)

Retail Master plan
not implemented due
working capital
challenges

Implementation
of Retail Master
plan

No credit customers
on boarded due to
lack ofproduct

On board credit
Commercial
Cuslomers

conventence
retailing segment

Revamp
Limited number of
convenience retailing
segment revamped
due to financial
constrains
LPG distribution
model refine but was
impacted by lack of
product availability

Grow core
and related
business
revenues

Sales volumes
Sales margins
Non fuel
revenue

Refine LPG
Distribution
model

Prepared data
package for
presentation

Farm out and
develop block
t4T

Pillar/ theme/ issue l:
Grow shareholder value

lncrease
hydrocarbon
assets of oil
and gas

Project
Milestones
achieved

Develop
upstream support
services

Completed physical
infrastructure of
laboratory

Pillar/ theme/ issue 2l
Deliver exceptional
customer service

Enhance our
customer
experience

Social media
interaction

Increase online
customer
interaction

Increased social
media feedback

Daily stock
reconciliations

Nil Stock LossesPillar/ theme/ issue 3:
Revenue
leakages
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and monthly
stock takes
Continuous
revenue
assurance audit

Nil Revenue
leakages

Increase operational
efficiency and
effectiveness

Strengthen
Intemal
Controls Integrate Fuel

Facts and Petrol
plus to Oracle
systems

Project put on hold
due to financial
constraints

Pillar/ theme/ issue 4:
Embed a high-
performance culture

Improve
performance
management

Performance
scores

Target setting
aligned to
corporate
objectives and
appraisals
conducted

All staff set targets
and were appraised
bi-annually and
annually.

Compliance
undertake
routine Board
operations

Compliance to Board
Almac

Pillar/ theme/ issue 5:
Good govemance and
ethics

Enhance
corporate
governance
and
compliance

l0.Corporate Governance Statement

Good corporate govemance is integral in enabling the National Oil Corporation of Kenya Limited (NOC) to

interact with both intemal and extemal stakeholders. Corporate governance entails the systems, processes,

and structures used to direct and nanage the aftairs of the corporation, as well as delineate the respective

roles of the board and management and the framework of intemal controls. The Board and the Management

regard good corporate govemance as pivotal to the success of the Corporation and is commifted to ensuring

there is strict adherence to these processes.

The Corporation achieves good corporate govemance by using a risk-based approach to establish a system

of intemal controls and reviewing its effectiveness on a regular basis. The Corporation has formulated and

implanented sound intemal corporate govemance guidelines, which spell out the responsibilities of

Management and the Board.

The Board meets regularly and has a formal schedule of its matters. Currently, the Board comprises of

l2(Twelve) non-executive directors and the Chief Executive Officer. The Board meets at least four times a

year.
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The Board has established Committees to assist in the implementation of its policy guidelines and strategy.

These Committees meet regularly and are chaired by non-executive Board directors. The Committees submit

their report to the Board for adoption and approval. All the non-execulive Board directors are independent

of management and free from any business or other relationship which rnay materially interfere with the

exercise of their judgment.

(l) Number of Board meetinss held

During the period under review. thc Board held the following number of nreetings. Requisite approvals were

sought to have the extra number of meetings per tlre provisions of scctions A ( I ) to (3) of circular Ret'. NO:

OP/CAB.9/ I A on Management of State Corporations.

NO NAME OF COMMITTEE/BOARD MEETINGS NUMBER OF MEETINGS

Board meetings 8

2 Finance Committee 6

3 Strate gy and Business Committee 5

4 Human Resource Commrttee 4

5 Audit & Risk Committce Meetings 4

TOTAL 27

The attendance to those meetinss bv members

Section 3 ofthe board charter provides that the quorum for the conduct ofbusiness at a meeting ofthe Board

shall be two-thirds the number of the board members. The minutes of meetings held during the Ycars

202312024FY capture the details of the members who attended.

Succession Plan

Thc Corporation has a well-defined Board Succcssion plan. which is an important way of maintaining a

healthy dynamic. The Board Membcrs have difterent appointment dates and hold various prol'essional

competencies.

Section 6( I ) and (2) ofthe State Corporations Act, 1986 provides as tbllows-

"... A Board shall. subject to subsection (4). consist of-

(a) a chairman appointed by the President who shall be non-executive unless the President otherwise

directs:
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(b) the chief executive;

(c) the Pennanent Secretary of the Parent Ministry;

(d) the Permanent Secretary to the Treasury;

(da) the Attomey-General or his representative;

(e) not more than eleven other members not being employees of the state corporation, of whom not

more than three shall be public officcrs, appointed by the Minister.

(2) Every appointment under subsection (l)(a) and (e)shall be by narne and by notice in the Gd:t,lrc and

shall be for a renewable period of five years or for such shorter period as may be specified in the

notice..."

The Cabinet Secretary's appointment ofthe afbrementioned members has been cascaded to ensure continuity

and smooth transaction of NOC's Board's roles and lesponsibilitres.

Existence of a Board Charter

The NOC Board approved its Board Charter during its meeting on l4'h January 2022, in accordance with the

provisions of Mwongozo, Code of Govemance for State Corporations.

Process of Appointment and Removal of Directors

Section 3 of the NOC Board Charter provides that the relevant appointing authority shall select and appoint

the respective directors. Every appointment shall be by nanrc and by notice in the Kenya Gazelte or

nomination by a hody mandated to do so but shall cease ifthe Board menrber:

(i) Serves the appointing authority with written notice ofresignation; or

(ii) Is absent, without the pernrission of the Chairperson, from lhree consecutivc meetings: or

(iii) Is convrcted of an offence by a court of competent jurisdiction and sentenced to

imprisonment for a period exceeding six months without the option of a finc or

(iv) ls incapacitated because of infirmity ofbody or mind: or

(v) Is otherwise unable or unfit to discharge the functions of the Board; or

(vi) lf the nrenrber dies.

Roles and functions of the Board

Section 10.2 of the NOC Board Charter provides that the board's roles and duties are as set out in the

Companies Act, the State Corporations Act. and the Mwongozo Code of Governance for State Corporations,

National Oil's Memorandunr and Articles of Association. and otlrer relevant legislation and policy

documents.
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Induction and Trainins

The NOC Board of Directors attended the below trainings in 2023/2024 FY:

1. Mwongozo Induction for Boards of State Corporations and Universities Councils from Junc [4rh to

lstt'2024.

2. ICS Workshop on Governance and Leadership from 27'l'to 3l't May 2024

3. SCAC Induction Workshop for Board Members of State Corporations from 2grh to 3 t't January 2024

Board and Member Performance

The Board was evaluated on l2'h October 2023 by the State Corporations Advrsory Committee (SCA('). The

overall perfonnance and respective nrembcrs were captured in the evaluation perfonnance report submitted

by SCAC during the Board meeting held on 24'r' luly 2024.

Conflict of Interest

During 2023/2024FY, the Corporation Secretary kept a no-conflict-of-interest register, and none of the

nrenrbers declared any conflict of interest in any of thc agenda items that rvere presented for deliberations

and guidancc by the Board. ln the event any mernber u,as conflicted on a particular matter, they recorded it

on the register on conl'lict of interest.

Board Remuneration

The Uoard was renrunerated as per the prevailing SCAC guidelines on the remuncration ofboard nrembers.

Ethics and Conduct

The board approved a Board Charter in its rrreeting held on l4'r' lanuary 2022 that stipulatcd the code of

conduct to be observed by the Board members.

Governance Audit

According to the Mwongozo Code of Conduct and Ethics fbr State Corporations, a governance audit is

expected to be carried out annually. tlowever, during the period under review, a governance audit was not

undcrtaken, though ir was approved by the board in its almanac t-or 202312024 FY. Further, the Board, in its

approved work plan for 2024125 FY, has also approved a govemance audit to be undertaken in the current

financial year.
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I l. Management Discussion and Analysis

National Oil Corporation of Kenya Limited is a fully integrated State Corporation involved in all aspects of

the petroleum value chain covering the upstream oil and gas exploration, midstream petroleum infrastructure

development and downstream marketing of petroleum products.

Natronal Oil has an active downstream business segnrent with a growing retail network of 72 service stations

spread across Kenya. The Corporation also serves a cross-section of resellers, industrial, export and

govemment businesses from its modem Nairobi National Termrnal.

The Corporation is also actively involved in the upstrcam activities key among them being analysis and

keeping ofexploration data in the petroleum sector on behalfofthe Govemnrent where there is collaboration

with other stakeholders.

During the perrod, the Corporation has tbcused more on tum around strategies with a view to cornpeting

effectively in the nrarket space to ensure there is a positive trend in the business activities with a view to

making a positive retunr for the shareholders.

Financial Key Performance Indicators

Rcvenue decreased frorn Kshs -l.lbillion for the year ended 30'h June 2023 to Kshs 1.3 billion lor the year

ended 30th June 2024. Conversely, gross profit saw a ntodest increase frorn Kshs 106 million in the year

ending 3Oth June 2023 to Kshs 164 n.rillion in the year under review, representing a growth of 55%.

Operating expcnses increascd to Kshs 992 nrillion frorn Kshs 953 rnillion due to increased provision for bad

and doubtful debts. Net linancrng costs decreased frorn Kshs I .61 I billion in the previous year to Kshs 1.568

billion during the year under review. The net tlnancing costs are as a result ofhuge bank penalties on non-

perlbrming loans during the ycar under review.

The loss before tax fbr the year under review is Kshs 2.236 billion cornpared to a loss of Kshs 2.335 billion

in the year ended June 2023. The loss is attributed r:rajorly to financing costs, decline in gross margin due to

stock out and fixed costs such as salarics. Ieases, county rates etc.

Principal risks and uncerlainties facing lhe Corporotion

I ) lncrease in global crude oil prices - The incrcasc in the global prices for petroleun'l products have leads

to a negative el'lect to the protitabrlity ofthe Corporation due to decline in purchasing power as a result

of working capital challenges.

2) Financial Constraints: - The Corporatron is competing in the market place with multinationals who have

very strong parent Companies and are able to fund them in the expansion program rvrth low interest
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funds. The Corporation on the other hand has to borrow from the local banks at high interest. This

increases the financing costs and minintizes the retums per litre of Petroleum products sold by the

Corporation.

12. Environmental and Sustainability Reporting

Access to affordable, reliable energy lies at the heart of almost every business oppomrnity and challenge our

world faces today. Energy helps economics grow, inrproves health and quality of life and lifts people out of

poverty. Oil and gas accounts ftrr approxinrately 56% oftotal global fuel consumption.

Although the petroleum sector is one of thc nrost important sectors in the current era. its operations have

serious consequences lbr society and the environment. Despite yielding nruch-needed resources, exploiting

oil and gas is a double-edged sword. On the one hand. oil and gas are the main drivers ofglobal developnrent

and progress. On the other hand. each stage of thcir lit'ecycles-including exploration, drilling, production,

marketing, and end use by consurners-has a signrficant in:pact on the environment and society. These

resources also play inrportant political and econonric roles that atfect policyniakers' decisions. Thtrs,

National Oil Corporation of Kenya has important environmental and social responsibilities and is obligated

to produce high-quality sustainability reports.

Meeting thc r.vorld's l'uture encrgy necds by transitioning to low emission energy sources is key to delivering

sustainable developnrent. As a major participant in the Kenya economy, the Corporation is keen on clearly

comnrunicating on horv it is supporting tlle enerBy transition.

i/ Sustainability strategy and profile

The concept of "sustainability" providcs a pcrspective on the relationship between National Oil and its

stakeholders. lt allows ths company to rcllect on lrow social and environmental issues aftect rts operations

and tbrnrs the driving tbrce of NOC's strategy.

National Oil acknowledges tlre prqssing need to take action in safeguarding our planet's rvell-being, all the

while promoting inclusivity in accessing the lruits of development. This commitment renrains unwavering.

staying true to our dedication to sharcholders and thc advancqment of responsible corporate citizenship. To

this end, the Company is dedicated to enrbcdding environmental, social. and governance (ESG) sustainability

principles into our organizational and business reporting processes. Among the l7 Sustainable Developnrent

Goals (SDGs), the most pcrtinent objcctive for National Oil is SDG 7: "Ensure access to affordable, reliable,

sustainable, and nrodenr energy fbr all."

In alignment with SDG 7, our strategic emphasis revolves around promotittg clean and affordable energy

altematives for the people of Kenya. Kenya boasts a range of natural gas resources distributed across the
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nation. [t is imperative to embark on a comprehensive examination of these gas reservoirs, conducting a

thorough viability analysis to assess their potential role in various clean energy solutions such as electric

power generation, clean hydrogen production, and essential petrochemical appltcations.

Biofuel stands out as a pristine altenrativc fuel derived tionr lrees. We amalgamate our Corporate Social

Responsibility (CSR) initiatives with the establishment of forestry projects, aimed at constructing facilities

to manufacture raw materials for bioiuels. These lbrestry endeavor's takc rool on community-owned land,

fbstered through partnerships with landowners, ensuring the perpetuity of these forests. The products

harvested fiom thcse fbrests are then procured by National Oil for the productron of biofuels, bencfiting both

the community and the environrnent.

ii) Environmental performance

National Oil Corporation, in undertaking its nrandate, has integrated environmenlal considerations in their

operations to fulfil the requirements of a clcan, healthy and sustainable environment tbr all as per Article 42

of the Constitution of Kenya, 2010 and Environmental Management and Coordination Act (EMCA) Cap.

387. The Corporation undertakes to uphold environnrental standards that exceed thc minimum legal and

regulatory requircments. To this end. thc Corporation shall adopt all reasonable and practical measures to

endeavour to comply with and exceed thc requirements of all applicable environnrental larvs, rcgulations,

pemrit and licence conditions and other rcquirements to which the organization subscribes to. National Oil

Corporation recognizes that her operations have impacts on the environmental, social and financial aspects.

ln vierv of this, the Corporation has put rn place several operational controls geared towards reducing

pollution impacts. National Oil retail stations enlit waste oils that, if not properly contained, could have

adverse impact to underground and riparian rvatcr. This calls tbr implernentation of nreasures such as:

engaging a waste oil collection firm to periodically collect wastc oil as well as conduct interceptor cleaning

at National Oil rctail sitcs and National Nairobi Terminal (NNT): and engaging a NEMA-designated

laboratory to undr'nake etlluent sarnpling and analysis to provide assurance that effluents into municipal

waste drainage are within parameters as prescribed by Water Quality Regulations. 2006.

iii) Employee welfare

The Corporation embraces diversity. cquity and inclusion (DEI) through policies and programs that that

promote the representation and participation ofdillerent groups of individuals. DEI encompasses people of

dill'erent ages, races, ethnicities, abilities, disabrlities. genders, religions, cultures and sexual orientations. [t

also covers people uith diverse backgrounds. experiences. skills and expertise. The Corporation's Board of
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Directors have ratified a llunran Resources Policy Manual stipulates that the Corporation is an equal

opponunity employer and shall not in its recruitnrent and selection process, discrimitrate on the basis of

gender, race, religion, ethnicity or any other forrn ofdiscrinrination. The HR Policy Manual is reviewed every

three years.

The constitutional requiremcnt on mainstreaming of gender and persons with disabilities as stipulated in

Article 232 of Constrtution of Kenya, 2010 shall be observed alongside policies issued by any ofthc relevant

Govemment Institutions. In addition, the Corporation Boarcl of Directors have ratilled a Cendcr

Mainstreaming Policy that takes into account gender parity during hiring process.

The Corporation has also instituted an annual appraisal system which governs stafT perfomrance and staff

development. Further, the Corporation has a clear policy on reward and recognition of outstanding

performance.

The Corporation takes cognisance of the need to provide a salt working environment for employees and

contractors alike as per the provisions ofOccupational Safety & llealth Act (OSflA),2007. To this end, thc

Corporation continually inrplements safety & health programs that includcs among other things. periodic

workplace inspections and audits and risk assessments to evaluatejob saiety as well as put in place mitigating

measures against potential hazards at thc workplace. The Corporation lurther provides personal protective

clothing & equipment to its enrployees at no cost to cnhance worker sat-cty. [irnployee PPE is replaccd as per

provisions ofthe Corporation's PPE Policl'.

it) Market place practices-

The organisation should outline its ef-fbrts to:

a) Responsiblecompetitionpractice.

Fair Comoetitor and resnect for comnletion

{. The Corporation achieves this through conducting price market surveys in pncing products (white

fuels, lpg and h.rbricants) this rvill ensure NOC doesn't n()t undercut the market

.!. Industry bench nrarking -the corporation also ensure that it embraces best industry practices as it

conduct its business operations. Suclr practices include charging throughput I'ees as opposed to rental

based t'ees. The fees charged should also be within average rangc of the industry.

{. Below the fine and abclve tlre line market activities e.g. forecourt discounts and other incentives to

the linal consumer

Anti-corruntion

There is policy in NOC in regards corruption activitres and how they are reported
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b) Responsible Supply chain and supplier relations

The Corporation has employed the following strategies in its supply chain management function;

r Purchase in volume fbr cost reduction- Comnron users goods and services are procured on framework

contracts basis

z. All purchases we use POs or contracts

,r lncrease penetration oftechnology in its operations.

Treats its own suppliers responsibility

i We endeavours to pay suppliers the amount agreed upon and on time

2 We communicate regularly with our suppliers hence establishing and maintaining a business

connection

i We treat our suppliers notjust as vendors business partners

i Where payments are overdue/ pending we nonnally enter into a paymcnt agreernent which we adhere

to

c) Responsible marketing and advertisement

The Corporation achieves this through:

.3. Response to customer complains within the SLA

* Being transparent ie access to information about safety and its effective use

* NOC websites is also accessible to the public for any information regarding all the activities in

upstream and dou nstrcam operalions

.1. Protcctrng customers data and privacy-NOC ensures confiderrtiality as far data and other sensitive

infomration are concemed of its entire customer base

.3. Maxinrize benefits and rninimize risks-NOC prioritize on safety first and rs being driven by a

slogan "if it is not safe it is not worth it"

d) Product stewardship

The Corporation achieves this through:

.!. Ensuring high quality and standard for her products that meets industry and KEBS standard.

.t Timely response to customers complaints

.l. Disposing of used oil as per the approved NEMA procedures
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e) Corporate Social Responsibility / Community Engagements

The National Oil Corporation of Kenya gives hack to the comrnunities through a hand up approach. This is

through key Corporate Sustainabiltty (CS) programs, projects and activities. The Corporation is guided by

a robust Corporate Sustainability (CS) strategic plan, focused on comnrunity lrving within its Block l4T in

Magadi sub-basin.

The Corporation interacts rvith cornmunities in Block l4T where it has been conducttng upstrealn exploration

activities. These activities arc conducted rvithin land and conseryancies owned or managed by thrce

conrnrunities. In a bid to get the social license fronr the community to enable the operations run smoothly,

the Corporation held extensive conrmunity engagements rvith the communities. Thc comrr:unities are namely

Olkirarnatian Croup Ranch, Shompole Group Ranch and Musenke Conrmunity.

The Corporation proposed to give back to the communities through Corporate Sustainability (CS) projects

that the community rvould come up with. within the budgct capability olthe Corporation.

Communit"v Leaders' En gagement

The comrnunity leaders werc engaged prior to and during the 202312024 clata acquisition campaign. Their

engagement helped to fbster a deeper undcrstanding of the benelits, risks, impacts and opportunities availablc

for NOC as well as the host comnturrity during the data acquisition canrpaigns. All concems raised wcre also

discussed and ways to manage them agreed on. Through the n.reetings. updates on ongoing NOC-initiated

CSR projects were also provided.

Good Health and Well Being

Olkiramatian Arid Zone School was constructcd in thc 1970s by the World Bank Croup. The rooiing rnaterial

used was asbestos. Owing to dangers poscd by asbcstos rooling, use ofasbestos for construction was banned

in 2006. NOC thereby ernbarked on replacemcnt of the asbestos roofing with Galvanizcd lron roofing. Thc

first phase was completed in 2022 and scoping lbr the sc'cond phasc was conducted in the fir.rancial year

202312024 in preparation for their replacement and disposal of the asbestos in accordance with the NEMA

regulations.

Provision of Quality Education

Lack of acconrmodation facilities is a primary limitation of acccss to cducation. causing students to travel

long distances to attend school. Acconrmodation is tlrerefore critical in ensuring adequatc access to education.

NOC'therefore took up the responsibility ofconstrucling a bo1's' dormitory in Oloika Secondarl' School.
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Productive Employment

As part of its commitment in shared prosperity with the host community, the locals under the guidance and

coordination of the local community leaders were gainfully employed, albeit on a short term basis, to

participate in the acquisition of Magnetotellurics, Gravity and Magnetics data.

13. Report of the Directors

The Directors submit their report together with the audited financial statements f,or the year ended June 30.

2024. which show the state of the Corporation's affairs.

i) Principalactivities

The core business of the Corporation as stipulated in the Memorandum and Articles of Association is

trading in refined petroleunr products and participation in related petroleum business such as refining,

distribution and marketingl provision of related services such as hospitality, storage, transport, product

receipt and loading; petroleum exploration; and promotion activities and participation in energy sector

activities as directed by the Govemment from time to time.

ii) Results

The results ofthe Corporation for the year ended June 30,2024 are set out on page below. Belorv is summary

of the profit or loss made during the year.

2024 2023
Shs'000 Shs'000

Loss before taxation
Taxation credrt

(2.236.449)
669,724

(2.334,s02)
677.502

Loss for the year transferred to retained
canrings

(1.566.725) (1.657,00r)

ii i) Dlvidends

The Directors do not recommend payment ofdividend in respect ofthe current financial year (2024: nil)

iv) Directors

The members of the Board of Directors rvho sened during the year are shown on page v
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v) Auditors

The Auditor-General is responsible for the statutory audit of the Corporation in accordance wilh Article 229

ofthe Constitution of Kenya and the Public Audit Act 2015.

By Order ofthe Board

Name..

(Secretary to the Board)

attrre Date :*tlonli*+t
OFFICER

t
TATI NM R0RA liAEt PRM sVTIcExEfEt{c I
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14. Statement of Directors' Responsibilities

Section 8l of the Public Finance Management Act,20l2 and Companies Act 2015, require the Directors to

prepare financial statements in respect of the Corporation, which grve a true and fair view of the state of

affairs ofthe Corporation at the end ofthe financial yearlperiod and the operating results ofthe Corporation

for that year/period. The Directors are also required to ensure that the Corporation keeps proper accounting

records whiclr disclose with reasonable accuracy the financiaI position of the Corporation. The Directors are

also responsible for safeguarding the assets of the Corporation.

The Directors are responsible for the preparation and presentation ol'the Corporation's llnancial statements.

which give a true and fair view of the state of aflairs of the Corporation for and as at the end of the period

ended on June 30,2024. This responsibility includes:

(i) Maintaining adequate financial management arrangements and ensunng that these continue to be

effective throughout the reporting period:

(ii) Maintaining proper accounting records, which disclose with reasonable accuracy at any time the

t'inancial position of thc entityl

(iii) Designing, implernenting and maintainrng internal controls relevant to the preparation and fair

presentation of the financial statements, and ensuring that they are free from material misstatements,

whether due to error or fraud;

(iv) Safeguarding the assets ofthe Corporation;

(v) Selecting and applying appropriate accounting policies; and

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

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

appropriate accounting policies supportcd by reasonable and prudent judgements and estimatcs, in

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

PFM Act, 20 I 2 and the Companies Act 201 5.

The Directors are ofthe opinion that the Corporalion's llnancial statements givc a true and fair view ofthe

state of Corporation's transactions during the year ended June 30, 2024. and of the Corporation's tinancial

position as at that date. Thc Directors further confinn the completeness ofthe accounting rccords maintained
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Statement of Direclors' Responsibilities (Continued)

for the Corporation. which have been relied upon in the preparation ofthe Corporation's financial statements

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

The Corporation is currently experiencing financial challenges which has hindered its ability to deliver on its

core mandate. The Cabinet has issued directives on revival and commercialization of the National Oil

Corporation. The Cabinet has issued two directives on the revival and commercialization of National Oil

Corporation, nanrelyi i. On-boarding a non-equity strategic partner(s) to inject funds for working capital and

capital expenditure. ii. Restructuring of National Oil Corporation through conversion of thc parent company

into a holding company and creating of three subsidiaries to derisk the business and increase efficiency and

profitability. Based on above, nothing else has come to the attention of the Directors to indicate that the

Corporation will not remain a going concem for at least the next twelve months from the date of this statement.

Approval of the financial statements

The Corporation's financial statements were approved by the Board on .....i:{ !l?1.........2024 and signed

on its be alf bv:

ungi E.(i.ll

Chairperson of the Board

Le n Gideon Morintat

Chief Executive Officer
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REPORT OF THE AUDITOR-GENERAL ON NATIONAL OIL CORPORATION OF
KENYA LIMITED FOR THE YEAR ENDED 30 JUNE,2024

PREAMBLE

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

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

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

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

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

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Ac'2012, and the Public Audit Act, 2015. The three parts
of the report when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of National Oil Corporation of
Kenya Limited set out on pages 1 to 110, which comprise the statement of financial
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a
position as at 30 June,2024, and the statement of profit or loss and other comprehensive
income, statement of changes in equity, statement of cash flows and statement of
comparison of budget and actual amounts for the year then ended and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. I have obtained all the information and explanations which to the best of my
knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of National Oil Corporation of Kenya Limited as at
30 June, 2024 and of its financial performance and its cash flows for the year then ended,
in accordance with lnternational Financial Reporting Standards and comply with the
Companies Act, 2015 and the Public Finance Management Act, 20'12.

Basis for Qualified Opinion

1. Material Uncertainty Relating to Going Concern

The Corporation recorded a loss before taxation of Kshs.2,236,449,000 during the year
under review (2023: Kshs.2,334,502,000) raising its accumulated losses to
Kshs.8,333,193,000 from Kshs.6,766,468,000 in 2023. ln addition, the Corporation's
current liabilities totalling Kshs.'12,819,418,000 exceeded the current assets balance of
Kshs.1,212,466,000 by an amount of Kshs.11,606,952,000. These events or conditions
indicate material uncertainty regarding the Corporation's ability to continue as a going
concern. This material uncertainty in relation to going concern and any mitigating
measures put in place by the Directors to address the matter were not disclosed in the
notes to the financial statements as required by the lnternational Accounting Standards
(lAS 1), presentation of financial statements.

ln the circumstances, the Corporation was technically insolvent, and its continued
existence is dependent upon the financial support of the Government and its creditors
unless Management puts in place measures to improve the performance of the
Corporation and to reduce reliance on financial support from the shareholders.

2. Unresolved Hived Off Petroleum Products

The statement of financial position reflects inventories balance of Kshs.245,479,000
which as disclosed in Note 21 (a) to the financial statements comprise of a gross value of
Kshs.2,560,554,000 adjusted for provisions of Kshs.2,315,075,000. lncluded in the
inventory gross value is Kshs.1,494,624,828 in respect of petroleum products captured
as hived off in the books of the Corporation. According to Management, a resolution of
the Board in October, 2016, authorized Management to hive-off all historical non-
reconciling items to ensure new variances were not created, However, the historical non-
reconciling items continue to be carried in the books of the Corporation. Although the
Board of Directors approved the write-off of the amount and made a request to The
National Treasury for write off, the matter is still pending.
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ln the circumstances, the accuracy and completeness of the inventories balance of
Kshs.245,479,000 could not be confirmed.

3. Trade and Other Payables

3.1 Unreconciled Trade and Other Payables

The statement of financial position reflects trade and other payables balance of
Kshs.6,272,813,000 as similarly disclosed rn Note 31 to the financial statements. lncluded
in the balance are Block 14T surface fees accruals payable to the State Department of
Petroleum amounting to Kshs.131,982,568. However, review of records at the State
Department of Petroleum did not reveal any amount owed by National Oil Corporation of
Kenya Limited as at 30 June,2024.

ln the circumstances, the accuracy and completeness of the payables of
Kshs.6,272,813,000 could not be confirmed.

3.2 Non-Payment of the Audit Fees

The statement of financial position reflects trade and other payables balance of
Kshs.6,272,813,000 as disclosed in Note 31 to the financial statement. Review of the
agerng analysis provided reflects audit fees payable of Kshs.30,805,551 and an accrued
expense balance of Kshs.11,834,069 totalling Kshs.42,639,620. The fees have been long
outstanding. Management stated that the Corporation is at the tail end of on-boarding
non-equity strategic partner as per the Cabinet approval and on its revival and
commercialization on 8 August, 2023, who rs meant to provide funds for working and
capital expenditure. Considering the process, the Corporation is expected to resume
business operations, generate sufficient cash flows to settle all outstanding financial
obligations including audit fees

ln the circumstances, existence and occurrence of the outstanding audit fees amounting
to Kshs.42,639,620 could not be confirmed.

4. Unsupported Decline in Value of Freehold Land

The statement of financial position reflects property, plant and equipment with a net book
value of Kshs.5,694,221 ,000 and as disclosed in Note 17 to the financial statements. As
previously reported, the values are based on a revaluatron of assets in 201912020
financial year which resulted in a decline in the value of ten (10) parcels of freehold land
by Kshs.145,640,000 or 43o/o, from a previous value of Kshs.336,140,000 to
Kshs.190,500,000. The decline was not supported or justified by either change in size of
the parcels or any other adverse conditions. Management attributed the decline to
premiums paid on the acquisition of the parcels.

ln the circumstances, the accuracy and valuation of the property, plant and equipment
balance of Kshs.5,694,221,000 could not be confirmed.

The audit was conducted in accordance with lnternational Standards for Supreme Audit
lnstitutions (lSSAls). I am independent of the National Oil Corporation of Kenya

Repo ofhe Audttor-Ceneral on Naltonal Otl Corporahon of Kenya Lmtted for the yeor ended 30 Junc, 2024
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Management in accordance with ISSAI 130 on the Code of Ethics. I have fulfilled other
ethical responsibilities in accordancc with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my qualified opinion.

Emphasis of Matter

1. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects a final revenue
budget of Kshs.91,769,264,000. However, only Kshs.1,436,166,000 was realized
resulting in under collection of Kshs.90,333,098,000. Further, Management spent
Kshs.3,672,615,000 from the reahzed revenue of Kshs.1,436,166,000 resulting in an over
expenditure of Kshs.2,236449,000.

The under e,ollection may have affected the planned activities during the year.

My opinion is not modified in respect of this matter.

Key Audit Matters

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

Other Matter

Unresolved Prior Year Matters

ln the audit of the previous year, several issues were raised under the Report on Financial
Statements, Report on LaMulness and Effectiveness in Use of Public Resources and
Report on Effectiveness of lnternal Controls, Risk Management and Governance.
Although Management has indicated as having resolved those matters in Appendix'1 to
the financial statements, no evidence was provided to support that status.

Other lnformation

The Directors are responsible for the other information set out on page v to xl which
comprise of Key Entity lnformation, The Board of Directors, Key Management Team,
Fiduciary Management, Fiduciary Oversight arrangements, Chairman's Statement,
Report of the Chief Executive Officer, Statement of Performance Against Predetermined
Objectives, Corporate Governance Statement, Management Discussion and Analysis,
Environmental and Sustainability Reporting, Report of the Directors, and Statement of
Directors Responsibililies. The Other lnformation does not include the linancial
statements and my audit report thereon.
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ln connection with my audit on the Corporation's financial statements, my responsibility
is to read the other information and in doing so, consider whether the other information is
materially inconsistent with the financial statements or my knowledge obtained in the audit
or otherwise appears to be materially misstated. lf based on the work I have performed, I

conclude that there is a material misstatement of this Other lnformation, I am required to
report that fact.

My opinion on the financial statements does not cover the Other lnformation and
accordingly, ldo not express an audit opinion or any form of assurance conclusion
thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

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

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

Basis for Conclusion

1. Penalties on Late Payment

The statement of profit and loss and other comprehensive income reflects cost of sales
amounting to Kshs.1,1 12,509,000. lncluded in the cost of sales is Kshs.'t,309,340 in
respect of penalties and fines. Review of the ledger provided in support of the balance
revealed that the Company was charged the penalties and fines on account of delays in
remitting statutory payments to the Kenya Revenue Authority KRA).

ln the circumstances, value for money on Kshs.1,309,340 incurred on fines and penalties
on account of delayed statutory remittances could not be confirmed.

2. Unauthorized Over Expenditure

The statement of comparison of budget and actual amounts reflects Kshs.90,178,858,000
and Kshs.3,672,615,000 in respect of operating expenses budget and actual on
comparable basis respectively. Review of expenditure items making up the operating
expenses revealed that Management overspent on legal fees and finance costs by
Kshs.30,464,000 and Kshs.280,952,000 respectively, resulting in a total over expenditure
of Kshs.313,324,000. However, neither a supplementary budget nor approval for re-
allocation of funds was provided to support the over expenditure contrary to Regulation
54 (1) which provides that an Accounting Officer of an entity may not authorize payment
to be made out of funds earmarked for specific activities for purposes other than those
activities.
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ln the circumstances, Management was in breach of the law.

3. Failure to Maintain a Minimum Operational Stock

Review of inventory records on petroleum products revealed that during the year under
review, the Corporation did not maintain operational stocks replenished to optimal levels
as required by Regulation 3 of the Energy (Minimum Operational Stock) Regulations,
2008 which provides that all importers of petroleum products intended for use in Kenya
shall maintain at all times physical operational stock in quantities not less than the
minimum amounts specified in the Schedule of the Regulations.

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

4. Breach of Borrowing Repayment Terms

The statement of financial position reflects borrowings balance of Kshs.6,546,174,000
and as disclosed in Note 28 to the financial statements. Review of the loan account
revealed that the Corporation had not been servicing the loan contrary to the loan
agreement. Further, records provided indicated that Management had negotiated with the
lender to restructure the outstandlng loan and secure an extension to a moratorium on
the loan, which had lapsed on 3 May,2022, for an additional period of seven (7) months.
However, the lender declined to grant an extension until Management implements
recommendations of a Liquidity and lndependent Business Review which was conducted
by a consultant on behalf of the lenders.

ln addition, default on loan and interest repayment prompted the lenders to charge a
default interest rate which was higher than the normal interest and confirmed that the
Corporation had accrued a penalty of Kshs.2,434 ,192,749 thereby increasing the
Corporation's loan liability.

ln the circumstances, the value for money in respect of default interest and penalties
amounting to Kshs.2,434,192,749 could not be ascertained.

5. Employees on Acting Capacity Beyond Stipulated Time

Review of records on appointments to acting positions and allowances paid thereof
revealed that eight (8) employees were appointed on acting capacity for long periods and
continued to draw acting allowances beyond the stipulated six months' period resulting in
irregular payment of Kshs.1,144,314. This is contrary to Section 8.8.3 of the Corporation's
Human Resources and Procedures Manual which provides that acting allowance will be
payable to an employee for a period of not more than six (6) months within which the
position should be advertised and competitively filled.

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

6. Stalled Liquefied Petroleum Gas Project

As reported in prior years, the State Department for Petroleum delegated to the
Corporation the responsibility of implementing Mwananchi gas project on behalf of the
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National Government through a letter dated 16 September, 2021 . The project was
intended to promote the use of modern cooking fuels among low-income households and
entailed distribution of subsidized Liquefied Petroleum Gas (LPG) cylinders, grills and
burners purchased by the Ministry of Petroleum and Mining. According to the Ministry,
funds realized from sales were to be used to purchase additional gas.

The pilot programme for the project roll out was expected to kick off during lhe 202012021
financial year but the Corporation lacked sufficient working capital to purchase the gas
for filing the cylinders. Review of records at the Corporation at the close of the financial
year comprised of 161,448 6kg cylinders, of which 5,444 had been filled with gas, 329,303
burners,330,115 6kg grills,60,000 horse pipes and 84,499 double burnerstoves. As at
30 June, 2024, only 11,675 6kg cylinders, 12,869 burners and 87,147 grills with an
aggregate value of Kshs.20,501 ,191 had been included in the Corporation's financial
statements. Management attributed non-inclusion of other items to lack of formal
ownership transfer of the items to the Corporation by the State Department.

ln addition, implementation of the project was uncertain due to what management
attributed to lack of sufficient working capital.

ln the circumstances, the value for money on the expenditure incurred on the project
could not be confirmed.

7. Defective Cylinders

The statement of financial position and as disclosed in Note 21(a) to the financial
statements reflects inventories with a net book value of Kshs.245,479,000 held by the
Corporation. lncluded in the inventory are 88,248 defective Liquefied Petroleum Gas
(LPG) cylinders valued at Kshs.155,845,107 stored at the Corporation's Nairobi National
Terminal. However, during the year under review, Management did not provide measures
taken regarding the defective cylinders which were not in use and continue to lose value.

ln the circumstances, the value incurred on acquisition of the LPG cylinders valued at
Kshs.155,845,107 could not be ascertained.

8. Slow lmplementation of Oil Exploration Activities

The statement of financial position and as disclosed in Note 36 to the financial statements
reflects exploration expenses on block 14T of Kshs.2,291 ,112,000. As reported in the
prior year, the Corporation has in the past thirteen (13) years been undertaking
exploration activities in the Block which were expected to take a period of three (3) years
as per the Production Sharing Contract (PSC) entered with the Government.

ln addition, records provided indicate that the Corporation entered into the first additional
exploration period for Block 14T on 27 July, 2023 which entailed acquisition of additional
500 kilometers of 2D seismic survey on the most prospective areas of the block,
acquisition of 100 square kilometers 3D seismic survey, and drilling of one (1) exploration
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well to a depth of 3000m within two (2) years. However, review Block 14T exploration
update report for July 2023 to June 2024 dated August, 2024 revealed that the 3D seismic
survey and drilling of an exploration well were yet to be done.

ln the circumstances, the value for money on the expenditure of Kshs.2,291,1 12,000 on
exploration activities could not be confirmed.

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion

1. Long Outstanding Receivables

The statement of financial position reflects trade and other receivables balance of
Kshs.398,612,000, as further disclosed in Note 22 (a) to the financial statements. Review
of an ageing analysis provided in respect of the receivables revealed that
Kshs.533,106,728 had been outstanding for more than one year. The long outstanding
balance accounts for 80% of the total trade receivables balance of Kshs.668,075,000.
Management attempts to recover the accounts receivables through issuance of demand
letters, were yet to yield results.

ln addition, Note 22(b) of the financial statement reflects a receivables balance of
Kshs.651 ,41 1 ,000 which was outstanding for over 120 days. However, the balance was
not supported by an ageing analysis.

ln the circumstances, the adequacy and effectiveness of measures implemented by
management to recover long outstanding kade and other receivables could not be
confirmed.

2. Use of Outdated lnformation Technology Systems

Review of the Corporation's information technology systems revealed that lnformation
Technology (lT) systems in use atthe Corporation were outdated as it had been acquired
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"-eur 

ended 30.lune,2021

8



in 201612017 financial year. The systems had attained their End of Life (EOL) period
which meant that updates that enhance the system's security or technical support from
the vendor could no longer be received. Further, the Corporation had not paid the
software vendor for over three years and had accrued debts amounting to
Kshs.S7,145,833 as at 30 June 2024 in respect of annual software updates, technical
support and additional licenses.

ln the circumstances, the existence of controls to safeguard against business data and
continued operations using the existing lT system could not be ascertained.

3. Lack of a Strategic Plan

During the year under review, the Corporation did not have an approved strategic plan,
with the previous one having expired in the year 2020. This was contrary to Section
68(2)(9) of Public Finance Management Acl,2012 which require the Accounting Officer
to prepare a strategic plan for the entity in conformity with the medium{erm fiscal
framework and fiscal policy objectives of the national government.

ln the circumstances, existence of a policy framework and objectives aligned to the
Government fiscal policies could not be confirmed.

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

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

Conclusion

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

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

ii. The information given in the Directors' report on pages xxxvii to xxxviii is consistent
with the financial statements; and

iii. The auditable part of the Directors' remuneration report on page 26 has been
properly prepared in accordance with the Companies Act, 2015.

Responsibilities of Management and Board of Directors

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Financial Reporting Standards and for
maintaining effective internal controls as Management determines is necessary to enable
the preparation of financial statements that are free from material misstatement, whether
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due to fraud or error and for its assessment of the effectiveness of internal controls, risk
management and governance.

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

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

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements
comply with the authorities which govern them and that public resources are applied in
an effective way.

The Board of Directors are responsible for overseeing the Corporation's financial
reporting process, reviewing the effectiveness of how Management monitors compliance
with relevanl legislative and regulatory requirements, ensuring that effective processes
and systems are in place to address key roles and responsibilities in relation to
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Auditor-General's Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
lnternational Standards for Supreme Audit lnstitutions (lSSAls). The standards require
that, in conducting the audit, I obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the Public Audit Act, 2015. Reasonable assurance is a high level of assurance but is
not a guarantee that an audit conducted in accordance with IFPP will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial
statements.

ln conducting the audit, Article 229(6) of the Constitution also requires that I express a
conclusion on whether or not in all material respects, the activities, financial transactions
and information reflected in the financial statements are in compliance with the authorities
that govern them and that public resources are applied in an effective way. ln addition, I

consider the entity's control environment in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
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systems in accordance with the provisions of Section 7 (1) (a) of the Public Audit Act,
2015.

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

Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at: httos://www.oaokenya.qo.ke/auditor-qenerals-
[esoonsibilities-for-audiU. This description forms part of my audito/s report.

FCPA a a CBS
U T RGENERA

Nairobi

24 December, 2024
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Nrtional Oll Corporation of Kenya
Annual Report and Financial Strtements
For the Financlal vear ended June 30,2024

16.Statement of Prollt or Loss and Other Comprehensive Income for the yerr ended 30 June 2024

NEYEI\{UES
R.evenue r,276,s26 3,141,120

Cost of sales I,l12,509 3,03s,390

6

7

Gross profit 164,016 105,730

Other Income
Release of Exploration Expenditure 215,395

Interest Income 3,t62
Other Income t20,364

8

9

I ll
-t

2

4I

TOTAL REVENUES 536,048 444,650

l
l
l

T

1

L

I

OPERATING EXPENSES

Exploration Expenditure ll

r,610,835t,567,842

215,395

engzlAdministration Costs

Finance Costs

10(a)

t2

212,391

s5r2.at

TOTAL OPERATING EXPENSES 2,772,497 2,179,152

PR,OFIT(LOSS) BEFORE TAXATION (2,236,449) (2,334,502)

t
i

I
669,724Income Tax Expense/(Credit) l4(a) 677's02

PROFIT(LOSS) AFTER TAXATION (1,566,725) (1,657,001)

I 1

L

Eamings Per Share - Basic and Diluted (30) (32)

OTIIER COMPREHENSIVE INCOME

15
t
+

ProftU (Loss) after taxation (1,566,725) (1,657,001)

Surplus or Deficit on Revaluation ofPPE

TOTAL COMPREIIENSIVE INCOME
FOR THE YEAR

(r,s66,72s) (1,657,00I)



National Oil Corporation of Ken;-a
Annual Reports and Financial Statements
For the vear ended June 30, 2024

17. Statement of Financial Position as at 30 June 2024

Non-Current Liabilities
Deferred Inconrr"'

Lease Liability
MOE HQ Construction Fund

Gratuity provision

SBM Fund

CSR Projects Fund

[-aboratory Equipment Fund

E&P Capacrty Building I.und

23

30

37

32

38

39

4l
40

3. 197.040

I 8l .468

704

t 2.666

I 1,443

39.148

425,4tt0
7? 955

3.134.782

t67,999

704
7.481

I t.443

34,tt85

42s.480
7? q55

1

ASSETS

Non-Current Assets

Property. Plant and Equiprnent

lntangible Assets

lnvestmcnt Propeny
Right ol Usc of Lcascd Asscts

lixploration Iixpcnditure-Block I4T
Deferred Tax Asset

l7
t8
l9
20

36

29

5.694.221

7.663

9,400

722.948

2.291 , I t2

-1,202.408

5.405,623

7,426

9,635

247,391

2.209.278

2.527.555

Total Non-Current Assets t1,427.7 53 t 0,406,908

Current Assets

Inventories

Trade and Otl.re r Receivables

l'ax Recoverablc

Short-tcrm Deposits

Bank and Cash Balances

2l (a)

22(a)

r4(b)
24

25

245.479

398.6 t2
I r.50 t

l9l.878
344,995

237,25t
776,995

32.66t
7S5 711

509.583

Total Current Assets 2,352.,2221,212,466

TOTAL ASSETS 12,640,218 12,759,130

EQUITY AND LIABILITIES
Capital and Reserves

Share Capital

Share Prcmiun.r

Revaluation Reservc

26(a)

26(b)
'r1

42Retained Eamin S

r.032,000

I,183,000
r,998,088

(8,-r13. r93)

1.032.000

I .I 81.000

1.998.088

(6,766,468)

Capital and Resen,es (4,120' r 05) (2,ss3,380)
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Total Non-Current Liabilities 3,940,906 3,855,729

Current Liabilities
Borrowings
Trade and Other Payables

Gratuity provision

28

3l
32

6,546,t74
o2tz,stt 1

43r 
I

6,376,024

5,070,372
10,384

Total Current Liabilities 12,8I9,418 I1,456,78r

TOTAL EQUITY AND
LIABILITIES

12,640,218 12,759,130

The financial statements were approved by the Board on

behalf by:

le xecutivc Otliccr A I leacl of Finance

I,E ran Gideon ()le llorintat Andreu Ringera

ICPAK.lll/NO:20208

2+\ol 2024 and signed on its

c Board

on. Kiraitu Nlurungi

l



National Oil Corporation of Kenya
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18. Statement of Changes in Equity for the year ended 30 June 2024

As at the beginning ofthe prior year (Jul
2022)

r,032,000 r,998,088 1,183,000 (s,109,467) (896,379)

Issue of new share capital

Revaluation gain(Loss)

Profit (loss)for the year 0.657.00r ) (r,657.00r)

As at the end of prior vear (June 2023) 1,032,000 1,998,088 1,183,000 (6,766,468) (2,ss3,380)

As at the beginning of the current year(Jul
2023)

I,032,000 1,998,088 I,183,000 (6,766,468) (2,ss3,380)

Issue of new share capital

Profit (Loss)tbr the year ( 1.566,725) (1,566,725\

As at the end ofcurrent year (June 2024) t,032,000 1,998,088 I,t83,,000 (8,333,193) (4,120,10s)
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19. Statement of Cash Flows for the vear ended 30 June 2024

Cash Flows from Operating Activities
Interest received
lnterest accrued
Tax paid

Net Cash Generated from/(used in) Operating
Activities

Cash Flows from lnvesting Activities
Purchase of property, plant and equipment
Proceeds fronr disposal ofproperty. plant and
equipnrent
Purchase of lntangiblc asscts

lncreasc'(decreasc )in Block l4T Exploration
lixpendirurc
Paynent of Leascs

Increase(Decrease Right of Use ofAsset)
Net increase(Decrease in CSR)
Net Cash Generated liom/(used in) Investing
Activities

Cash Florvs from Financing Activities

GOK Crants
Procccds from borrorvings/lntercst capitalized
lnterest received under del'erred incorne
Unrealized gains/losses on tlxed deposit hcld on
ca ll
Receipts liom sales of Multi client data

Recurrent GOK grants utilized
Net Cash Cenerated from./(used in) Financing
Activities
I ncrease/(Decrease) in Cash and Cash
Equivalents
Cash and Cash Equivalents at Beginning of
Year
Cash and Cash Equivalents at end of the Year

23
28
23

426,500
I 75,1 50

13,l 36
104,5 l6

33

8

l2
l4(b)

t7

94 t,535

10.052
( r,567,842)

(3,e70)
(620,224)

(488,n4 t )

(6,485 )
(81 ,834)

1,072,E87

J.162
( r,610,835)

(ri,00l )

(s42,788)

( 3 r .27s)
630

( t0,799)
(59,83 I )

( 33,587)

I 1.946

(t22,917)

24.743
(7.800)

736,24s

70,540

1,234,776

t,305,315

t8

36

30
20
39

33(b)

(12.860) 
,

('7,260),
4.263

(s93,017)

410,000
170,I 50

9,726
(93.272)

(71 .804)
444,800

(768,441)

t,305,315

536,874

23

23
23
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20. Ststement of Comparison of Budget and Actual Amounts for the year ended 30 June, 2024

Operating Expenses
Cost of Sales

Staff Costs

Software Licenses
Provision for Bad & Doubtful Debts
Repairs and Maintenancc
Insurance Costs
Security Charges
Utiliry Costs:- Electricity& Watcr
Sanitary and Cleaning Serviccs
Officc Rents, Rates & Liccnscs
Traveling & Accommodation
Telephone and Postages

Printing and Stationary
Office Expenses

Subscriptions
Audit Fees

Lcgal Fees

Advertising and Publicrty
Board Expenses
Professional Fees

StalT Uniforms

87.442.056
539.720
)n rqn

I t3,164
32,000

8.000
r 3,436
I I .593

t 00,65 7

77.957
13,413
7,296

t7.072
13.372
8,000

70,000
12.336
22.874
66, 105

5.479

87,442,056
539,'720
20,290

tl3,164
32,000
13,000
13,436

I t,593
100,657
77.957
13,413
7,296

t7.072
t3.372
8.000

70,000
r2.336
22.874
6 t,105

5,479

I,I I2,509
360,614

6,179
74,203
24,86t
2s.263
9.90u
tt,996
8,567

13.038
36.675
11.202

594
7.302
I.188
7.033

t00,464
3.88 l

t3.t47
28,9t4

170

t%
6'7o/o

30%
#Dtv/0!

79%
76%
67%
74%
t3%

84%
8%

43%
9%

88%
t44%
3t%
5't%

3%

6

Revenue
Sales of Goods
Other Income

90.2 r 4.6s6
l.s54.608

90.2 14.656
r.554.608

t.276.526
159.640

t%
1096

Total Income 9t,769,2M 91,,769,,264 I,436,166
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Depreciation & Amortization
Finance Costs

297,t48
1,286,890

297,148
I,286,890

2s!9M
t,567 ,842

84%
l22o/o

Explanatory notes to Budget
a) Total income is 2% ofthe budget income. The low sales is attributed to low sales due to working capital challenges.

b) Cost ofsales is l% of the budget. This due lack working capital constraints.

c) Financing Costs is at 122%o compared with the Budget. This is due to default penalties on non-performing loans.

d) Legal fees and related costs stands at |M"/o of the Budget. Kshs 77.9Million related to provision of contingent Iiabilities against

Corporation.

e) Total Expenditure is 47o of the total budget. This is attributed to low level business

Total expenditure 90,178,858 90,178,8s8 3,672,615 4o/o

Surplus for the year I,590,406 1,590,406 (2,236,449) -l4lo/o
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21. Notes to the Financial Statements

l. General lnformation

National Oil Corporation of Kenya Limited ("the Corporation") is incorporated as a limited

Corporation in Kenya under the Kenyan Companies Act 201 5, and is domiciled in Kenya. The

Corporation is involved in both the upstream and downstream activities in the oil industry in Kenya.

ln the Upstream activities, the Corporation is involved in the exploration of oil in one of the

exploration blocks i.e. Block l4T in Magadi. In the downstream activities. the Corporation is involved

in the purchase and sale of rvhite products, Iquefied petroleum gas, lubricants and other by-products

ofthe refining process. The address of its registered office is as follorvs:

Kawi Complex, Popo Lane

OffRed Cross Road. South C

P O Box 58567 - 00200

Nairobi

2. Statement of Compliance and Basis of Preparation

The financial statements have bcen preparr'd on a historical cost basis except for the measurement

at re-valued amounts of certain items of property, plant and equipnrent, marketable securities and

financial instruments at fair value, irnpaired assets at their estimated recoverable amounts and

actuarially determined liabilities at their present value. The preparation of financial statements in

conformity with International !'inancial Reporting Standards (IFRS) allows the use of estimates and

assumptions. [t also requires nranagement to exercise judgement in the process of applying the

entity's accounting policies. l'hc areas involving a highcr degree ofjudgement or complexity, or

where assumptions and estimates are significant to the financial statements, are disclosed in various

notes.

The financial statenrents have becn prepared and presented in Kenya Shillings, which is the

functional and reporting currency of National Oil Corporation of Kenya.

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

Act and lntemational Financial Reporting Standards (IFRS). The accounting policies adopted have

been consistently applied to all the years presented
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3. Application of n*ew and Revised lnternational Financial Reporting Standards (IFRS)

(i) New on omended slondards and inlerprelalions in issue and elfeclile in the )'ear ended

l0 June 2024.

The amendmcnts arc

cf-fcctivc ior aunual periods

bcginning on or afler
January l. 2024. Earlier
application is pcnlitted.

Anrendnrcnts to

IAS I IitICd

Classitlcation ol'
Liabilitics as

Cument or Non-

currcnt (issucd in
January 2020.

arncndcd in

Octobcr 2022)

Thc amcndnrcnts. applicablc to annual pcriods

beginning on or alicr lst January 2024, clarily a

crilcrion in IAS I lbr classifying a liability as

non-currcnt: thc rcquircnrcnt for xn cDlity to havc

the right to dcl'cr scttlcmcnl ol'lhc liabilily fbr at

lcast I2 nronths alicr lhc rcporting pcriod

1'ha ('orporatitur hu.s uIruul.t t lussi/\' the

Lidhilitics d.\ ('urr(t utttl rutn-currarrt

liuhilirics rc.spcttiwll us Jrcr l.1S I
unatnhntt s.

Thc anrcndmcnls arc

cfl'cctive lor annual pcriods

bcginning on or aticr
January l. 2024. Earlicr
application is pcmrittcd.

Antcndrncnt to
lF RS l6 tirlcd
Lcasc Liability in a

Sale and Lcascback
(issucd in

Scptcmbcr 2022)

Thc amcndmcnt. applicablc to atrnual periods

bcginning on or alicr Ist January 2024. re'quircs a

scllur-lL'sstc to subscqucntly Incasure- lcitsc

liabilitics arising lionr a lcascback in a rvay that it
docs not rccognisc any alroullt rll'thc gain or loss.
'l'he ('orponttiorr hu.; nol uutlt Lut\'

unrcttlnte t s in rtspt't'l lo u(cott,lling
ytlicies. lau.sc liuhilitt' in Lr sulc unl
leu.tebuck sint'c lhcrc vare rut.;trclt

urrunqc lcnl during tlT .1tor untler rcricl'.

AnrcndmcDts to

IAS I titlcd Non-
currcnt Liabilitics
witlr Covcnlnts
( issucd in Octobcr
1022)

Thc anlcndmcnts, applicablc to aunual pcriods

bcginning on or allcr lst January 2024. improvc

thc inlbrnralion ln cntily providcs about liabilitics
arising tionr loau an'angcrnl'nts lbr which an

entit)'s right (o dc['er sctllenrcrrt ol'thosc liabilitics
lbr at lsast twclvc l]ronths al'tcr tlrc rcporting pcriod

is subjcct to thc cntity conrplying rvith conditions
spcciticd in thc loan arrangcmcnt.

Thc anrcndmcnts arc

cfl'cctivc tbr arrnual pcriods

bcginning on or aficr
January l, 2024. Earlicr

application is pcrnrittcd.

The amendments are

cffcctivc for annual

perrods beginning on or

at'tcr January l, 2023.

Arnendnrcnts to

IAS l2 titled
Del'errcd Tax
Related to Assets

and Liabilities
arising liorl a

Thc aurcndnrcnts, applicable to annual periods

beginning on or aftcr lst January 2023.

narrowed thc scope of' the recognition

cxcmption in paragraphs I 5 and 24 of IAS l2
(recognition cxenrption) so that it no longer

applies to lransrctions that. on initial

9
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Single
Transaction
(issued in May

202t)

recognition, give rise to equal taxable and

deductible temporary dilferences.

The Dire<'tors hate assessed the applicahle standards and amendmenls. Based on their assessment

oJ impact oJ applic'ulion ofthe above, lhey do not expect thdt there v,ill be a.tignificant impact on
lhe companl,'s./inanciel slalements.

l0
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

Apptication of New and Revised lntcrnational !'inancial Reporting Standards (IFRS)

(iil Newnndomenie slondards attd interprelalions in issue bul ttot yel elfeclive in lhel,etr

ended 30 Jnne 2023.

('l-hc Direc'lors tb nol plun to uppl; utt1'o/ lha uhov unlil lhey 5sr',,,,,, e./leclit'r:. llusad on lheir
.\.\e.\s,n(:nt o/ the yttcntiul impucl of upplitulion (i lhc uhove. tha-t do nol cxpecl thol lhcrt tt ill

hc u .significunt inq)dLl otl tht r.nnpunt's.linu,tciul sldtenM s).

(iii) Eorllt t1116p1iu of slondards

The Entity did not early - adopt any new or anrended standards in the Iinancial yeat or lhe enlil)'
u<ktpted llte /itlloring .stundurtls eurly (stula the sluttdurtl:;, reason.fitr curh' udoption und inrytucl
ttn c ti ilt".t .finunL'iuI stoIe rcnt.\.)

IFRS l8 Prcscntation

and Disclosurc in
F inancial statcments

Thc objcctivc of IF-RS l8 is to sct out

requiremcnts lcrr lhc prescntl(ion and

disclosurc ol' inlbrrnation in gcncral purpose'

llnancial statcmcnts lfinancial statcmcnts)

to hclp cnsurc thcy provide rclcvant

infonlntion that l'aithfully rcprcscnts an

cnlil\'s asscts. lilhilitics. equitl. irrcorrrc

irnd cxpc'nscs,

Thc ucw standard is cft'cctivc

lirr annual pcriods bcginning

nn or alicr January 1.2021.
Earlic'r application is

pcrrnitted.

Tlrc irrnendntcnts are

ell'ective lirr annual periods

bcginning on or after

January l, 2024. Earlier
application is pemritted.

Anrendmcnts to IAS
I titled Non-current

Liabilitics with
Covcnants (issued in

0ctober 2022)

The amcndments. applicable to annual

periods beginning on or alter lst January

2024. rnrprove thc irrl'ormation an cntrty
providcs about liabilities arising liom
loan arrangenrents lilr u hich an cnlitr" s

right to dcf-er settlcnrent ol those

Iiabilitics fbr at lcast trvclve nronths atier
the rcporting period is subjcct to thc

cntity complying u'rth conditions

specrfir-'d in the loan arrangemcnt.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

4, Summary of Accounting Policies
The principle accounting policies adopted in the preparation ofthese financial statements are set out

below:

a) Revenue recognition

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

contract with a customer and excludes amounts collected on behalf of third parties. The entity

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

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

National oil corporation of Kenya delivers products to the customer, the customer has

accepted the products and collectability of the related receivables is reasonably assured.

ii) Grants from National Government are recognized in the period in which the National oil

corporation of Kenya actually receives such grants. Recurrent grants are recognized in the

statement of comprelrensive income. Developme nVcapital grants are recognized in the

statement of financial position and realised in the statement of comprehensive income over

the usefi.rl life of tlre assets that has been acquired usrng such funds.

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

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

intsrest rate method.

iv) Dividend income is recognised in the income statement in the period in which the right to

receive the payment is established.

v) Rental income is recognised in the income statement as il accrues using the effective interest

implicit in lease agreements.

vi) Other income is recognised as it accrues.
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NOTES TO THE FINAn*CIAL STATEMENTS (Continued)
Summary of Accounting Policies

b) In-kindcontributions

In-kind contributions are donations that are made to the Corporation in the form ofactual goods

and/or services rather than in money or cash terms. These donations may include vehicles,

equiprnent or personnel services. Where the financial value received for in-kind contributions can

be reliably determined, the Corporation includes such value in the statement of comprehensive

income both as revenue and as an expense in equal and opposite amounts; otherwise, the

contribution is not recorded.

c) Property, plant and equipment

All categories of property, plant and equipment are inrtinlly recorded at cost less accumulated

dcprcciation and impairment losses.

Certain categories ofproperty, plant and equipment are subsequently carried at re-valued atnounts,

being their l'air value at the date ofre-valuation less any subsequent accunrulated depreciation and

impairment losses. Where re-nreasurement at re-valued anrounts is desired, all items in an asset

category are re-valued through periodic valuations carried <lut by independent extemal valuers.

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

conrprehensive income. Decreases that offsct previous increases in the carrying amount of the

samc asset are charged against the revaluation reseryc account; all other decreases are charged to

profit or loss rn the income statement. Gains and losses on disposal of items ofproperty, plant and

equipment arc determined by cor-nparing the proceeds liom the disposal with the net carrying

anrount of the items, and are recognized in prolit or loss in the income statcment.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

Summary of Accounting Policies

d) Depreciation and impairment of property, plant and equipment

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

mainly to the cost of ongoing but incomplete works on buildings and other civil works and

installations.

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

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

estirnated useful lif'e. The annual rates in use are:

Freehold Land

Buildings and civil works

Plant and machinery

Motor vehicles, including motor cycles

Computers and related equiprnent

Office equipment, furniture and fittings

Nil

25 years or the unexpired lease period

12.5 years

4 years

3 years

12.5 years

e)

A full year's depreciation charge is recognised both in the 1'ear of asset purchase and in the year

of asset disposal.

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

amount of an asset is assessed as greater than its estirrated recoverable amount, an impairment

loss is recognised so that the asset is written down immediately to its estimated recoverable

amount.

Intangible assets

Intangible assets with finite useful lives that are acquired separately are carried at cost less

accumulated amortization and accunrulated impairment losses. Anrorlization is recognized on a

straight-line basis over their estimated useful lives . The estimated usetul life and amortization

method are reviewed at the end ofeach reporting period, with the effect ofany changes in estimate

being accounted for on a prospective basis. lntangible assets with indefinite useful lives that are

acquired separately are carried at cost less accumulated irnpairment losses.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

fl Amortization and impairment of intangible assets

Amortization is calculated on the straight-line basis over the estimated useful life of the intangible

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

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

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

g) Investment property

Investment property, which is property held to earn rentals and/or for capital appreciation

(including propefty under construction tbr such purposes), is nreasured initially at cost, including

transaction costs. Subsequent to initial recognition, investment propefty is measured at fair value.

Gains or losses arising from changes in the fair value ofrnvestment property are included in profit

or loss in the period in which they arise. An investnrent property is derecognized upon disposal or

when the itrvestment property is pennanently withdrawn fiom use and no future economic benefits

arc cxpected liom the disposal. Any gain or loss arising on derecognition of the property

(calculated as the difference between the net disposal proceeds and the carrying amount of the

asset) is included in profit or loss in the period in which the property is derecognized

l5



National 0il Corporation of Kenya
Annual Report and Financial Statements
For the Financial ear ended June 30 2024

NOTES TO THE FINANCIAL STATEMENTS (Continued)

Summary of Accounting Policies

h) Right of Use Asset

The right-of-use assets comprise the initial measurement of the corresponding lease liability,

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

any initial direct costs. They are subsequently measured at cost less accumulated depreciation

and impainnent losses. Whenever the entity incurs arr obligation fbr costs to dismantle and

remove a leased asset, restore the site on which it is located or restore the underlying asset to the

condition required by the terrns and conditions of the lease, a provision is recognized and

measured under IAS 37. To the extent that the costs relate to a right-of-use asset, the costs are

included in the related right-of-use asset, unless those costs are incurred to produce inventories.

Right-of-use assets are depreciated over the shorter period of lease term and useful life of the

underlying asset. lf a lease transfers ownership of the underlying asset or the cost of the right-

of-use asset reflects that the entity expects to exercise a purchase option, the related right-of-use

asset is depreciated over thc usetirl life of the underlying asset. The depreciation starts at the

commencenlent date ofthe lease. Thc right-of-use assets are presented as a separate line in the

consolidated statement of financial position.

i) Fixed interest investments (bonds)

Fixed interest investments ref'el to investment funds placcd under Central Bank of Kenya (CBK)

long-term infrastructure bonds and other corporate bonds with the intention of eamrng interest

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

Nairobi Securities Exchange. The bonds are measured at fair value through profit or loss.

j) Quoted investments

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

traded freely at the Nairobi Securities Exchange or other regional and intemational securities

exchanges. Quoted investments are stated at fair value.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

Summary of Accounting Policies

k) Unquoted investments

Unquoted investments stated at cost under non-current assets, and conrprise equity shares held

in other Govemment owned or controlled entities that are not quoted in the Securities Exchange.

l) Inventories

Inventories are stated at the lower of cost and net realizable value. Cost comprises direct

materials and, where applicable, direct labour costs and those overheads that have been incurred

in bringing the inventories to their present location and condition. Cost is calculated using the

weighted average cost method. Net realizable value represents the estimated selling price less all

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

m) Trade and other receivables

Trade and other receivables are recognized at fair values less allowances for any uncollectible

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

doubtful receivables based on a review of all outstanding amounts at the period end. Bad debts

are written offafter all efforts at recovery havc been exhausted.

t7



National Oil Corporation of Kenya
Annual Report and Financial Statements
For the Financial year ended June 30, 2024

NOTES TO THE FINANCIAL STATEMENTS (Continued)

Summary of Accounting Policies

n) Taxation

i) Current income tax

Current income tax assets and liabilities for the current period are measured at the amount

expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws used

to compute the arnount are those that arc enacted or substantively enacted, at the reporting date

in the area where the Entity operates and generates taxable income. Current inconre tax relating

to items recognized directly in net assets is recognized in net assets and not in the statement of

financial performance.

Current income tax assets and liabilities for the current period are measured at the amount

expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws used

to compute the amount are those that are enacted or substantively enacted, at the reporting date

in the area where the Entity operates and generates taxable income.

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

in which applicable tax regulations are subject to interpretation and establishes provisions where

appropriate.

o) Deferred tax

Deferred tax is provided using the liability method on temporary drff'erences between the tax

bases of assets and liabilities and their carrying amounts fbr financial reporting purposes at the

reporting date.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

Summary of Accounting Policies

Deferred Tax

Deferred tax liabilities are recognized for all taxable temporary differences, except in respL'ct

of taxable temporary differences associated with investments in controlled entities, associatcs

and interests rn joint ventures, when the timing ofthe reversal ofthe temporary differenccs can

be controlled and it is probable that the temporary diff'erences will not reverse in the foresecable

future. Defened tax assets are recognized tbr all deductible temporary dit'ferences, the carry

forward ofunused tax credits and any unused tax losses. Deferred tax assets are recognized to

the extent that it is probable that taxable prolit rvill be available against which the deductible

temporary difl'erences, and the carry forward of unused tax credrts and unused tax losses can

be utilized, except in respect of deductible tenrporary dilferences associated with investntents

in controlled entities, associates and interests in joint venturcs, deferred tax assets are

recognized only to the extent that it is probable that the tenrporary differences will reverse in

the foreseeable future and taxable protit rvill be available against which the tcnporary

differcnces can be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to

the extent that it is no lorrger probable tlrat sulticient taxable profit will be available to allow all

or part of the det'cned tax asset to be utilized. Unrecognizcd deferrcd tax assets are re-assesscd

at each reporting date and are recognized to the extent that it has become probable thal f'uture

taxable protits will allow the delerred tax asset to be recovered. Defened tax assets and

liabilities arc mcasured at the tax rates that arc cxpected to apply in the year when the asset is

realized or the liability is settled, based on tax rates (and tax larvs) that have been enacted or

substantively enactcd at the reporting date.

Deferred tax relating to items recognrzed outside surplus or deficit is recognized outside surplus

or deficit. Deferred tax items are recognized in correlation to the underlying transaction in net

assets. Deferrcd tax assets and deferred tax liabilities are ofllset if a legally enforceable rrght

exists to set off current tax assels against current inconre tax liabilities and the deferred taxes

relate to the same taxahle entity and the same taxation authority.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

Summary of Accounting Policies

p) Borrowing costs

Borrowing costs directly attributable to the acqursition, construction or production ofqualifying

assets, which are assets that necessarily take a substantial period of time to get ready for their

intended use or sale. are added to the cost of those assets. until such time as the assets are

substantially ready for their intended use or sale. To the extent that variable rate borrowings are

used to finance a qualitying asset and are hedged in an ef'tective cash llow hedge ofinterest rate

risk, the effective portion of the derivative is recognized in other comprehensive income and

reclassified to profit or loss when the qualilying asset impacts profit or loss. To the extent that

fixed rate borrowings are used to flnance a qualifying asset and are hedged in an eft'ective thir

value hedge ofinterest rate risk, the capitalized bonowing costs reflect the hedged interest rate.

Investment income eamed on the temporary investment of specific borrowings pending their

expenditure on qualrtying assets is deducted frorn the borrorvrng costs eligible for capitalization.

All other borrowing costs are recognized in profit or loss in thc period in which they are

incurred.

q) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short+erm deposits on call

and highly liquid investnrents with an original maturity ofthree months or less, which are readily

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

Bank account balances include amounts held at the Clentral Bank of Kenya and at various

Commercial Banks at the end of the reporting period. For the purposes of these financial

statements, cash and cash equivalents also include shon temr cash irnprests and advances to

authorized public otlicers and/or institutions which were not surrendered or accounted tbr at the

end of the period..

r) Borrowings

lnterest bearing loans and overdrafts are initially recorded at tair value being received, net of

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

using the effective interest rate method. Amortised cost is calculated by taking into account any

issue cost and any drscount or premium on settlement. Finance charges, including premiums

payable of settlement or redemption are accounted for on accrual basis and are added to the
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carrying amount of the instrument to the extent that they are not settled in the period in which

they arise. Loan interest accruing during the construction ofa project is capitalized as part ofthe

cost of the project.

s) Trade and other payables

Trade and other payables are non-interest bearing and are carried at anrortized cost. which is

measured at the fair value ofcontractual value ofthe consideration to be paid in future in respect

of goods and services supplied, whether billed to the entity or not, less any payments made to

the suppliers.

t) Retirement benefit obligations

The entity operatcs a defined contribution scheme for all full-time employees fiom July l, 201 2.

The schemc is administered by an in-house team and is tunded by contributions front both the

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

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

Social Security Act.

u) Provision for staff leave pay

Employees' entitlements to annual leave are recognized as they accrue at the employees. At

provision is rnade fbr the estimated liability for annual leave at the reporting date.

v) Exchange rate differences

The accounting records are rnaintained in the functional currency of the primary econonric

environment in which the entity operates, Kenya Shitlings. Transactions in forergn currcncics

during the period are translated into the functional currency using the exchange rates prevailing

at the dates ofthe transactions or valuation where items are re-measured. Any foreign exchange

gains and losses resulting from the settlenrent of such transactions and from the translation at

period-end cxchange rates of monetary asscts and liabilities denominated in foreign currencics

are recognized in profit or loss.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

Summary of Accounting Policies

w) Budget information

The original budget for FY 2023-2024 was approved by the National Treasury and Economic

Planning in June 2023. Subsequent revisions or additional appropriations were made to the

approved budget in accordance with specific approvals from the appropriate authorities. The

additional appropriations are added to the original budget by the entity upon receiving the

respective approvals in order to conclude the final budget. Accordingly, the entity recorded

additional appropriations of NIL on the 2023-2024 budget lbllorving the governing body's

approval.

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

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

classification based on the nature ofexpenscs in the statement offinancial performance, whereas

the budget is prepared on a cash basis. The arnounts in the financial statements were recast liom

the accrual basis to the cash basis and reclassified by presentation to be on the same basis as the

approved budget. A conrparison of budget and actual amounts, prepared on a conrparable basis

to the approved budget, is then presented in the statement of comparison of budget and actual

amounts. ln addition to the Basis difl'erence, adjustments to amounts in the t'inancial statements

are also made for dilI'erences in the fbrmats and classification schemes adopted lbr the

presentation ofthe financial statements and the approved budget.

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

comparison of budget and actual amounts and the actuals as per the statement of financial

performance has been presented on page 6 ofthese financial statements.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

x) Serviceconcession arrangements

The Entity analyses all aspects ofservice concession arrangements that it enters into in determining the

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

contributes an asset to the arrangement, the Entity recognizes that asset when, and only when, it controls

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

thenr. and a1 tvltat price. In the case of assets other than 'rvhole-of-lite' assets. it controls. through

ownership, benetlcial entitlement or otherwise - any significant residual interest in the asset at the end

of the arrangement. Any assets so recognized are nreasured at their fair value. To the extent that an

asset has been recognized. the Entity also recognizes a corresponding liability, adjusted by a cash

consideration paid or received.

y) Comparative figures

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

reconfigured to conlbnn to the required changes in presentation.

z) Subsequent events

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

financial statements lbr the year ended June 30.2024.

5. Significant Judgments and Sources of Estimation Uncertainty

The preparation of the Entity's financial statements in confonnity with IFRS requires rnanaB,ement

to nake judgments, estimates and assumptions that affect the reported amounts of revenucs,

cxpenses, assets and liabilities. and the disclosure ofcontingent tiabilities, at the end ofthe reporting

period. Horvever. uncertainty about these assumptions and estimates could result in outcomes that

require a material adiustment to the carrying anrount of the asset or liability affected in f'uture

periods.

State all judgments, estimates and assumptions made
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NOTES TO THE FIn-ANCIAL STATEMENTS (Continued)

a) Estimrtes and assumptions

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

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

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

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

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

market changes or circumstances arising beyond the control ofthe Entity. Such changes are reflected

in the assumptions when they occur.

b) Useful lives and residual values

The useful lives and residual values of assets are assessed using the following indicators to inform

potential f'uture use and value from disposal:

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

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

processes

r The nature of the processes in which the asset is deployed

o Availability of funding to replace the assets

c) Provisions

Provisions were raised and managenrent determined an estimate based on the information available.

Additional disclosure ofthese estimates of provisions is included in Note 22(c).

Provisions are measured at the management's best estimate of the expendirure required to settle the

obligation at the reporting date. and are discounted to present value where the effect is material.

(rnclude provisions applicable tbr your organization e.g provision for bad debts, provisions of obsolete

stocks and how management estintates these provisions)
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NOTES TO THE FIn*ANCIAL STATEMENTS (Continued)

6. Revenue

7. Cost of Sales

8. Interest lncome

9. Other lncome

Sales of goods t.276.526 3,l4l,120
1,276,526 3,141,t 20Total

Cost of sales on goods l.l 12,509 1 01S 1q0

3,0-15,390I,l I 2,509Total

Intercst liom conrmorcial banks
10.052 3.162

3,t62Total 10,052

Fine s and penalties

Rental income
Throughput
Reversal of bad debt provision
Capital gain
Decrease in stock provistons

Sundry income

12.732

60.955

6.786

3 I ,201
489

8,200

39,450

1,3 56

33,73 l
'73,052

t 20,364Total 149,588
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NOTES TO THE I.'INANCIAL STATEMENTS (Continued)

l0(a) Administrativc Costs

Stalf costs - Nolc I0b

RL'nts and Services

Provision firr Bad & Doubttll Dcbts

Repairs antl Maintenance

Insurance

Security chargcs

Utility Costs:- Electricity & Water

Sanitary antl Clcaning Sewiccs

Traveling & Acconrmodation

Tclcphonc and I'-ax

Printing ancl Stationary

Books and Ncu'spirpe r

Postage ancl C ouricr

Of ticc Expr.'rtscs

Subscriptions

Audit Fecs

Legal Fees antl Provision tirr Lcgal Liabilitics

Adve rtising and Publicity

C.iroccries antl Drinks

D irector costs

Professional lccs

StalT uniforrns

Hirc and Rentnls

Depreciatron & Amortization

Anrortization-lntangiblc Asscts

-l(r0.634

6.t79

74.203

2.1,tt61

15 1/r 1

9.90tr

8,996

tt,567

3 (r,675

I 1.202

472

t12

266

:1,525

l.l8n

7.0-13

t()0.4(r.1

..1.881

2.5 ll
I -r. 147

2n.9 l4

t70

t3,03n

247,788

? ,55

1.044

21.7 t4

9.567

(r.401

6.870

14.91 3

7. t45

1.043

320

295

75?

2.999

6.752

I ll. t-r4

5.526

4,574

I1.797

21.-.]-12

t62

17.033

263,tit09

3,05 I

3S5.297

37.193

989,567 952,922Total

l0(b) Staff Costs
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Salaries and allowances of permanent
employees
Employer's contributions to NSSF scheme

Ernployer's contributions to pension scheme-
Defi ne contribution plan
Leave pay

Ilousing Levy Costs

Gratuity provisions

3 5 5,6683 18,002

4,603

t3.4t7

I,025
20.584

2,546
20. 109

6,632
4,566
8,778

Total 360,634 395,297

Permanent employees - Management
Permanent employees - Unionisable
Temporary and contracted
enrployees( includcd in the management and
union sable

26 25

I-t-1

l5
150

20

Total t48 170

I l. Ex loration Ex enditure

12. Finance Costs

Interest expense on loans

Intercst expense on ovcrdrafi
Bank charges & LC commission charges

Net forei

I.38 I ,739
r 70,1 50

14,s47

|,407

1.342,310

I 28,071

18,947

121,508

StatT Expenses

F-acilities Expenses

Adminislrative Expenses

Depreciation and Anronization

120, I 87

21,031

56,459

t1,7 t4

I 18,455

16,415

64,886

15.639

Total 2t2,391 21s,395

Total 1.,567,842 1,610,835

excha e loss
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

13. eratin Profit/Loss

14. Income Tax Expensei (Credit)
a Current taxation

b Tax Recoverable

The operating profit/(loss) is arrived at after
charging/(crediting):

Staff costs (note l0b)
Depreciation of PPE & Anrortization of other
Intangible Assets

Depreciation of lnvestrnent Property

Amortization of Intangible Assets

Provision for bad and doubtful debts

Inventory Provisions
Directors' emoluments -f'ees

- other

Auditors' remuneration - current year fees

160,634

247,s53

235
7 ?SS

74,203
(33,73 r )

t3,t47
7,033

145 ?q7

263,5'74

23s

3,0s 1

(3l,20r)

I I,797

6,752

Totals 671,329 673,719

Current taxation based on the adjusted profit
fbr the year at 30%
Tax effect ofexpenses not deductible for tax
rate
Effect ofchange in tax rate
Prior year under/over provision for del'erred tax
Defened tax on losses. utilized

5,t30

(674,8s4)

5, 109

(682,610))

Total (669.7241 (677.s021

At beginning of the year
Income tax charge for the year

Under/(over) provision in prior year/s

Income tax paid during the year 3,970 8,001

32,661

(s,130)
29,768

(5,l 09)

At end of the year 3 t,501 32,661

28



National Oil Corporation of Kenya
Annual Report and Financial Statements
For the Financial year ended June 30, 2024

NOTES TO THE FINANCIAL STATEMENTS (Continued)

15. Earnin /Loss er share

The eamings per share is calculated by dividing the profit /(loss) after tax ofKshs. (1,566,725,000)

(202312024: by the average number of ordrnary shares 5 I ,600,000

There is no dilutive or potentially dilutive ordinary share as at the reporting date.

16. Dividend Per share

No dividends werc dcclared in thc year under revierv

Loss attributable to ordinary shareholders

Weighted average number of ordinary shares

used in the calculation of basic loss per share
('000)

(1,s66,72s) (r,6s7,001)

5 1,600 51.600

Easic loss per share (Shs) (30) (32)
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17. Pro , Plant and E ul ment

Cost or Valuation

At I July 2022

Additions

Disposals

5t8,200 2,986,996 1,598,470 r,830,114 14,310 242,560 265,324 5,604 7,461,638

769 t2,020 495t7.99t

(4s01

3t.275

(450)

At June 2023 518,200 2,986,996 r.598,470 r,830,1r4 31,9r t 243.329 277,,3U 6,099 7,492,464

Depreciation and
imprirment

At I July 2022

Depreciation

On Disposals

1,870,3t6

216,608

(84)(84)

152,880

58.029

t22,067

73,t96

I,159,206

53.449

I1,928

s,348

232,,171

7,841

192,064

r 8,745

At .lune 2023 2t0,909 195,263 t,212,656 11,192 240,012 210,810 2,086,841

At30June 2023 5 r 8,200 2,776,088 1,403,201 611,459 14,7t9 3,317 66,s34 6,099 5,405,623
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Pro rt , Plant and ltl rne nt Includes the follo Assets that are de re ciated
Norrnal Annual Depreciation Cha4ge
(Kshs.OOO)Cost (I(shs.OOO)Description

100,o63Plant & Mactrirlery 800,500
8.390Furni ture & F ixnrres 67.721
8,35466,432Equiprnents

76,642CorrrpLrters 230,O47
193,4491.164,50()Total

518,200 2,986,997 t,598,470 1,830,n4 3l,9ll 243,329 277,344 6,098 1,492,464

2,95t 78,9t2 406,978 488,841

Cost or Valuation

At I July 2023

Additions

Disposals

51E,200 2,986,991 1,598,470 1.830,114 31,,911 246,280 356,256 413,076 7,981,305At June 2024

Depreciation and
impairment
At 1 July 2023

Deprecialion

On Disposals

17,192

4.498

2.'086,841

?no.iqt

210,909

58,029

195,263

73.077

t,212,656

4t.slo

240,012

2.7t0

210,810

t e,ts8

268,938 268340 t,254.626 21,690 242,122 230,768 2,287,084At June 2024

At 30 June 2024 5r 8,200 2,718,059 1,330,130 575,488 10,222 3,558 125,489 413,076 5,694,221
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Property plant and Equipment includes the following assets that are fully depreciated:

Plant And Machinery 864,940 108,118

Motor Vehicles, lncluding Motor Cycles 73,920 3,480

Computers And Related Equipment 240,645 80,215

Office Equipment, Furniture And Fittings t44,135 I 8,01 7

Total 1,263,640 209,830
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18. lntangible Assets

lntangible Assets includes thc following assets that are iully depreciated

19. Investment Property

COST
As at the beginning of the year
Additions
Disposals

707,348
6,485

696,549
t0,799

707,348As at the end of the vear 713,833
AMORTISATION
As at the beginning of the year
Charge for the year

Disposals

699,922
6.248

690,820
9.r02

699,,922As at the end of the year 706,169

NET BOOK VALUE
As at the end ofthc year 7,4267,663

lntangible Assets
696,549 232.183

232,183696,549Total

Opening Costs
Additions
Closing Costs
Depreciation
As at the beginning of
the year
Charge for the year
Disposals

As at the end of the year

13,531 13,53 t

r 3,531 t 3,531

3,8964,131

3,896

235

3,66t

235

Net Book Value at year
end

9,400 9,635
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Investment property relate to a building held for rental purposes. The Corporation applies cost model
as provided by IAS 40

20. Ri ht of Use of Leased Assets

21. lnventoriesa

(b).Reconciliation of impairment allowance for lnventories

Cost
As at the beginning of the year
Additions
As at the end of the year
Accumulated Depreciation
As at the beginning of the year
Charge lbr the year
As at the end of the year
Carrying Amount

366,256

366,256

366,256
7.260

373,516

r t 8,866
3 r.703

t50,569

88,615
30,25 r

I 18,866

As at the end of the vear 222,948 247,391

White Products. Lubricants and LPG
Gas

Inventory in Transit and WIP
Provision of stocks(Note 2 I b)

2,586,0s7
2,560,554

(2,348,806)(2,3 t5,075)
Total 245,479 237,,251

At the beginning ofthe year
Additional provisions during thc year
Decrease in provisions during the year
Written off durirrg the year

(2,348,806)

33,73 I

(2,339,236)
(9,s71)

At the end of the year (2,3 t 5,07s) (2,348,806)
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22. (a) Trade and Other Receivables

(b) Trade Receivables

c Reconciliation of Im airment Allowance for Trade Receivables

Gross trade and other receivables

Provision for bad and doubtful
receivable

849,150
406,387

1,255,537

552,7 45 478 s42

epos a ne tsandSD rep wnP

Trade receivables 668,075
283,282

951,3s7'

Net trade and other receivables 398,6r 2 776,995

Gross trade receivables

Provision for doubtful receivables

668,075

(552,745\

849,150

(478,542)

Net trade receivables I15,330 370 08

At June 30, the ageing analysis of
the gross trade receivables was as

follows:
Less than 30 days
Between 30 and 60 days
Between 6l and 90 days
Bgtween 9l and 120 days

Over 120 days

6,941

2,300
2,784
4,639

65 t,4l l

75,766
2,t32
4,652

r 19,068
647,53r

Total 668,07s 849,150

At the beginning ofthe year

Additional/reduction of provisions
during the year

(509,744)(478,542)

3 r.201(74,203)
At the end of the year (ss2,74s) (478,542)
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23. Deferred Income

The Corporation applies IAS 20 in accounting for govemment grants. The Capital grants are presented

as defened income with a corresponding Asset, however recurrent grants are charged to income

statement.

Training fund grants relates to amounts received from oil exploration companies as part of the

contractual commitments between the oil exploration companies and govemment. Withdrawals from

these funds are utilized for training staffinvolved in exploration activities.

Oil exploration grants funds are received from the govemment for exploration activities (upstream

business).

Govemment downstream grants relates to funds received from the Govemment for recurrent

expendirure.

1,655,3t2

426,500

r 31116

104,5 l6

24,743

(7,800)

10,225

(7,800)

I,133,769 I, 133,769

(2ts,394\' (2 15,394)durin the ar

1,641,984 ,

350,000

r 3,136

3,104

76,500

At I July2022
Receipts during the year

Interest Income

Unrealized gain on fixed

_cash deposit
Income from Data Sales
-Charge 

out to profit &
Loss account

104,5 l6

24,743

Write on of Jogmec
Contribution to Block l4T
Exploration Expenditure

At 30 June 2023 10,225 3,052,754 71,804 3 134 782
At I July2023
Receipts during the year

Interest Income
Linrealized Loss on fixed
cash deposit
Charge out to profit and
loss

71,804

(93,272\

(71,804)', (7 r ,804)

( l 9.046)
( 193,345 2t2,39t

10,225

30,000

3,052,753

400,000

9,726

?,r7!,7V
430,000

9,726

(93,272)

Training /Exploration
Expenditure during the

At 30 June 2024 2t,179 3,175,862 3,197,040
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24. Short Term De its

The weighted average interest rate received on call deposits during the year was 8.5% (2023:5o/o)

25. Bank and Cash Balances

Stanbic Bank Kenya Limited
NCBA Bank Kenya Limited
Equity Bank Limited

t77,t65
t 3,413

556

745

-t19,084

12,698
5s6

3,395

Other commercial banks
KCB Bank Kenya Limited

Total 191,878 795,733

Staff Mortgage and Car Loan
Scheme Deposit
Cash at Bank
Cash in Hand

267,694 264,632

244,220
730

76,51 I

790
Total 344,995 509,583
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a Detailed anal sis of the cash and cash uivalents

4.064

144

6,2t0
4,716

KCB Bank Kenya Limited - Kshs.

KCB Bank Kenya Limited - USD
Equity Bank of Kenya-Kshs

Cooperative Bank of Kenya-Kshs

Cooperative Bank of Kenya-Kshs

Stanbic Bank of Kenya Limited -Kshs

Stanbic Bank of Kenya Lirnited -USD

Stanbic Bank of Kenya Limited -
KES Escrow
Stanbic Bank of Kenya Linrited -USD
- Escrow
NCBA Bank Kenya PLC-Kshs

NCBA Bank Kenya PLC-Kshs
(Mwananchi Gas)
National Bank of Kenya-Kshs

Standard Chartered Bank -Kshs

Standard Chartered Bank of Kenya
Limited -USD

1107t69380

I109158068
560292466991

1120002167901

|20002t67902
r0000rs16439
100001516447

r 0000043981 86

I 00000439tt I 94

8 I 10800013

8I 10800029

10200s6960000

106004961200

8706004961200

227

476

189

r,327

2t,852
19,934

180

107

889

3 r,132

ll6

145,929

96

206
19,842

l,5ll
4l ,000

197

874
I9,3 r6

Grand total 76,51t 244,220

b) Staff Car Loan/ Mortgage Scheme

KCB Staff Mortgage

KCB Staff Mortgage
KCB Stafi Mortgage

HF Staff Mortgage

IIF Staff Mortgage

CFC staff Car Loan

MMt7t45694S6
MM r8339s92s8

I l r 9821548

2,000085373

3000011572

MM 15295 I 8225

l3 r.289
t2,874

339

73,608

3,283

46.302

r 08,848

3 3,95 5

339

54,709

2 1,400

45,381

Sub- Total 267,694 264,632

c) Others (Specify)

Cash in Hand

Mpesa

Sub- Total

790

790

728
2

730

Grand total 344,995 509,583
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b) Mortgage Scheme Facility-Housing Finance

c) Mortgage Scheme FaciliQ -KCB
Ken a Limited

Funds Summary-KCB Kenya Limited

d)Funds Summary-CFC Car Loan
Facility

Opening Balance
Addition
lnterest eamed during the year

76,109 75,073

1.036782

Closing Balance 76,891 76,109

Utilised Funds
Available for lending

73,607
3,284

54,709
2t,400

Closing Balance 76,891 76,109

Opening Balance
Addition
Interest ean)ed during the year

143,143 t4l,78l

t,162I,159
Closing Balance 144,s02 143,143

Utilized Funds

Available for lending

r3r.289
13,21 3

t 08.tt48

34.295

Closing Balance 144,502 t43,143

Opening Balance

Interest earned during the year

45,38 r

s2t
43.088

? ?o1

Closing Brlance 46,302 45,381
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Funds Summa -CFC Car Loan Facili

26(a) Ordinary Share Capital

Share remlum

On 29 October 2008, the general meeting ofshareholders approved the issuance of9,100,000 ordinary

shares at a price ofShs 150 per share resulting in a share premium ofShs 130 per share totalling to a

share premium of Shs.l, 183,000.000

SEAREHOLDING STRUCTURE
2024 2023

n-o. of shares No. of shares
'000' '000'

The National Treasury and Economic Planning (99%)
Ministry of Energy and Petroleum ( I %)

5 I,084
516

5 I,084
516

Utilized Fund

Available for lending

I,230

921

3,927

4t,454

Closing Balance 44,t51 45,381

Authorized:
5l,600,000ordinary shares of KShs 20 par
value each
lssued and fully paid:

1,032,000 I,032,000

5 I ,600,000 ordinary shares of KShs 20 par
value each

r,032,000 I,032,000

9,100,000 ordinary shares of KShs 150 per
value each
Issued and fully paid:

r,183,000 I ,I 83,000

I,r83,000 I,183,000
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At the beginning of the year
New capital issued
Revaluation gain/Loss
Profit(Loss) for the year

l,998,088 t,998,088

1,998,088 1,998,088

NOTES TO THE FINANCIAL STATEMENTS (Continued)

27. Revaluation Reserve

2S.Borrowin s

Borrowin interest rate

The current loan interest rates are 22.5o/o and 23o/o for Stanbic Bank Limited and KCB Bank Limited

respectively due to additional default interest rate on non-performing loans.

a) External Borrowings
Balance at begiming of the year
Extemal borrowings during the year
Repayments of during the year
Balance at end of the year

b) Domestic Borrowings
Balance at beginning ofthe year
Interest Capitalized during the year
Repayments during the year

6,376,024
1 70,1 50

6,200,874
175,150

Balance at end of the year 6,,546,174 6,376,024

Balance at end of the period-
Domestic and External
borrowings c = a*b

6,546,174 6,376,024

CFC short Term Loan

KCB Term out 2

22.5

23

I,848,644

4,697,530

l8

23

t,678,494

4,697,530

6,376,024
At end of the yesr

6,546,174
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Borrorvin s from KCB Bank Ken a Limited are secured over the followi Co ration's land

Location Description Net book Value

Nakuru

Nakuru

Mornbasa

Nairobi

Nakuru

Eldoret

EIdoret

Eldoret

Eldoret

Mombasa

Kisumu
Kisumu

Kisumu
Kisumu

Thika

Mombasa

Monrbasa

Mombasa

Mombasa

Nairobi

Nairobi

L.R. NO: NAKURU MUN/BLOCK l61263

RAVINE SERVICE STATION. LR NO: NAKURU MUN
BLOCK 2ll58r
L.R NO: KWALEruKUNDA/306 I

NAIROBI NATIONAL TERMINAL-L.R NO: 209/12298

New Ciilgil PSS-L.R NO: l3l7119/l/l I

l{ighway PSS-L.R NO: ELD MUNiBLOCK 2i73ll
West Indies PSS-L.R NO: ELD MUN/BLOCK 5/628

Kipkaren PSS-LR NO: ELD MUN/BLOCK l3l4l7 & 689

L.R NO: ELD MUN BLOCK 2 l/Kingongo875
Magongon PSS Land-LR NO: MAINLAND
NORTTVSECTION V v2495 /2& 29 / I

Magharibi PSS -LR NO:KlS MUN/BLOCK 4/73

Kisumu Market PSS-LR NO:KIS MUNBLOCK 9/6

Kisurnu Family -LR NO: KIS MUN BLOCK 8i7

Kisumu Lake PSS-LR NO: KISUMU MUN BLOCK 7/7

Bidco Thika station- LR NO: THIKA MUN/BLOCK
t2^76
Culshan Kenyattah Avenue PSS-LR
NO: MOMBASA/BLOCK/XVYI 36
Ganjoni PSS Land-LR NO:MOMBASA
BLOCK/XXl l/127
Mwembe Tayari PSS Land- LR
NO:MOMBASA/BLOCK/XVI IY424
Mackinon PSS Land-LR NO:MOMBASA/BLOCK
xvtv390,l9l &629
Ngong Road PSS Land L.R NO: 209/7753
Tassia Nairobi Vacant Plot-LR
NO: N RB/BLOC W97 t 59.60,6 l,&62

64,79t,762

39,196,989

9,U20,628

839.239,63 r

17,000,000

47,6s3,959

44,tt6.564
49.442,748

56.944,255

53,500,000

58,004,158

76,743,003

57,377,049

47,826,087

l 9.638,41 8

34.95 t,557

35.000,000

70.000,000

43.800,000

2 r 8.949,580

128.969,87 I

2,012,966,2s9TOTAL
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29. Deferred Tax Asset
Deferred tax is calculated on all temporary differences under the liability method using the enacted

tax rate, currently 30%. The net deferred tax liability at year end is attributable to the following items

30. Lease Liabili

At the start of the year
Addition during the_year

Interest on lease liability
Paid duri the

167,992 .

26,329 
)

12,860)

l7 510

26,077
33,587

Assets:
Temporary provisions
Tax losses

Deferred tax adjustment on IFRS l6
Unrealized exchange loss 

.

Deferred lax asset(liability)
Liabillties
Uf r*e!! Z"! q1clqr ge galn
Revalua!on surplus
Accelerated capital allowances
Deferred tax liability
Net deferred tax asset
Reconciliation of deferred asset
At beginning of the year
Deferred tax credit
Prior year under/(over) provision of
deferred tax note

I

3,202409 2,527,554

3.202.409

(405,1l6)
t 6l ,08

893,225
2,457,730

67,630
27,858

3.446.444

859,01 I
1,843,798

50,220
23,536

2,776,565

16lp8l
(410,091)
(249,01 l )
2.527.554

t,844,944
682,610

Deferred tax on tax Iosses (derecognized)/
not recognized now utilized

2,527,555
674,854

At end of 3 0 09 2 527 554ear

At end of the 181,468 167 999ear
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31. Trade and Other Pa ables

Analysis of Trade payables

32. Gratuit Provisions & Other rovtslons

The graturty represents the value of furure obligations in respect to employees rvork are enrployed on
contract basis by the corporation.

Trade payables

Accrued expenses

Payables Provisions
Other payables

794,246

4,268,609
92.950

r ,l 1 7,008

898,494

2.890,644
18.156

l,263,078
Total 6,272,813 5,070,372

Total 0-30 Davs 3l -60 Davs
6l-90
Davs

9l-120
Davs

l2l - 180
Davs l8l and above

794,245,985 7s,t44,489 4,390.664 6,568,530 3,402, r0r 23.736,47 t 685,394,394

Balance at the beginning of the year
Additional Provisions
Payments during the year

17,865
10,21 5

( r 4,e83)

17,844
r 0,406

( 10,384)

17,865Balance at the end of the year 13,098

43t
12,666

r 0,384
7,481

The amounts are due as Bellow
Within one year

Alter one year

At the end of the vear 13,098 17,86s

44



National Oil Corporation of Kenya
Annual Report and Financial Statements
For the Financial vear ended June 30, 2024

NOTES TO THE FINANCIAL STATEMENTS (Continued)

33. Notes to the Statement of Cash Flows

(a) Reconciliation of operating
profiU(loss) to cash generated
from/(used in) operations
Profit or Loss before tax

Depreciation-PPE

Amortization-lntangible
Arnortization-lP
Amortization-ROUA
Intercst on Leased Assets

Capital Gain

Release of deferred income

Finance income recognized in the
profit & Loss
Finance cost recognized in profit &
l.oss
(lncrease)/decrease in inventories
( Increase)/decrease in trade and other
receivables
Increase/(decrease) in trade and other
payables

Increase/(decrease) in gratuity
provision

Cash generated from/(used in)
operations

(b) Analysis of cash and cash
equivalents

Short tenn deposits

Cash at Bank

Cash in hand

(2,236,449)
I 89.521

2,25s

235

3 1.703

26329

(197,677\

( r0.052)

1.567,842
(8.229)

378,383

t,202,440

(4.7671

94 r,535

191,878

344,205

790

(2,334.502)

207,247

3,051

235
30,251

26,077

(48e)

(r ee.755)

(3,162)

I ,610,835
87.688

45 SrS

1,599,866

2t

t,072,887

795,733

s08,852

730

Balance at end of the year 536,874 1,305,315
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34. Rclate d Party Disclosures
The (iovenrrncnt of Kenya is the sole slrareholder of the Corporatron.

1'he Corporation's salcs includc' sales rnade to (iovernrru'nt agr-'ncics, dcpartlncnts and

conrparr ies.

The arnounts due lionri(to)related parties have becn irrcluded in the trade and olher rcceivables

and the trade and olher payables respcctivcly in the statemcnt rll'llnancial position.

Othcr relatcd pafiics includc:

i) l'he Parcnt Mirristry

ii) Kcy nranagcmcnt

iii) Board of directors

iv) ('ounty Govemme nt

a) Sales to related parties
Salcs-fuel card lifiing's and bulk sales tcr

govcrnlncnt agcnc ies

Rent incornc liorrr gtlvt. agcncics

Watcr salcs to tovt. atencics
lnterest inconl(j lionr rovenrnrerrt
conrrnercial banks
lnterest income from bills and bonds
Others (s?ccili )

(r 10.925 t. t98.659

Total 610,925 I, t 98,659
b) Purchases from related parties
Purchases o1' clcctricity liom KPLC'

Purchasc of u atcr lionr (;()vcnuncnt scn'icc
providers

Rates and licenses kr County govcrnnrent

Training antl corrltrencc t'ecs paicl to govt.
Agencies
Bank charges paid to govcmmcnt
comnrercial banks
Interest expeDse to investments lry other
govt. Enrities
Others (spccf )

1.253

t.-714

6.995

3.307

6,055

1.432

12, l0 I

Totrl 19,299 19.588

c) Grants from the government

Grants fiom National govcmmcnt

Grants tiom County governnrent
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Donations in kind

35. Contin ent Liabilitics

Thc C orporation is a dcfendant in scvcral k:gal suits in rvhich the clairnants are clainting total sh. 575

milliou. Bascd on the lcgal advice and information currently available. thc Dircctors do not cxpect any

signiticant atrounts k) crystalizc from asscssments and thcrcforc a provision olKshs 77.95rnillion has

bcen nratlc ()n thcsc llnancial statcrrents. "[he Dircctors lr?rve not discloscd the naturc of thc disputes

as thcy do not want to pre.judice thc position of the Chrporation ovcr these nrattcrs that are currently

in court.

36. Block l4'I- E,xploration Expenditurc
(a) Capitalisedexplorationexpenses

ln Novcrnbcr 2010, thc Corporation cntercd inlo zln agrecment *'ith thc Govcrnnrent ol'Kenya

(CioK) giving the Corporation the rights of tcnure to an exploration block in Magadi i.c. Block

l.lT. Under this agrcenrcnt. the Corporation:

(a) Is rcsponsiblc'to the GoK tbr cxccution ofpctrolcunr operations;

(b) Will providc all capital, nrachincry, cquipnrent. tcchrrology and pcrsonnel ncccssary

for pr-.troleum opc-rationsl and

(c) Will bcar all the risks of the petroleurn costs required in carrying out pctroleum

opcrations and therelbre havr'an economic intercst in tlre developmcnt ofpctroleum

Total 430,000 426,s00
d) Expenses incurred on behalfof
related party
Payments of salaries and wages tbr xxx
enrployees
Paymcnts lbr goods and scn,iccs for xxx
Total
e) Key management compensation
Directors' emolulncnts
Cornpensation to key managcllrcnt

12.735

59,470
I I .797
49.547

Total 72,205 61,344

Opening Balance
Addition
Dccreasc in Contingent liabrlitics

t 5,000
77.950

34.s98
5 000

(24.598 )

92,9s0 15,000At thr' cntl of tlrc yc r
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deposits in the contract area. Such costs shall be included in petroleum costs

recoverable.

The exploration activity began during thc year ended 30 June 2012. The exploration and

evaluation expenses incurred to date with regards to this block are as follows:

Thc value ofCorporation's interest in exploralion expenditure is dependent upon the:

. Continuance ofthe econonric entity rights to lenure ofthe areas of interestl

. Results of future exploration; and

. Recoupment costs through successful developnrent and exploitation ofthe areas ofinterest, or

altematively, by thr..ir sale.

37. Ministry Of Energy and Pctroleum Headquarter Construction Fund

The Corporation recc"ives l'urrds from the Ministry of Energy and Petroleum (Ministry) tbr the

construction of both headquaners offices and a laboratory fbr the Ministry. The Corporation holds

these f'unds on behalf of the Ministry. The movenrent in the funds is as follows:

At thc beginning of the year
Additional during the year

Utilized during the year

At the end of the year 704

704

704

COST
As at the beginning of the year
Additions
Adjustment of over accrued expenses
Disposals

2,209,278
81.834

2.t49,447
59,831

As at the end of the year 2,291,112 2,209.278
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

38. Single Buoy Mooring Jetty Fund
The Govemment has undertaken to put up a floatingjetty at the port of Mombasa, with the Corporation

being the facilitator ofthe project. National Oil arranges the operational works with the contractor,

and pays the contractors using the funds which the Govemment has advanced to it and which it

maintains in a fiduciary capacity.

39, Corporate Social Responsibility Project Fund

As guided by the Production Sharing Contracts (PSC), Exploration Companies are required to spend

a percentage of their funds in CSR projects within the communities where they are carrying out

exploration.

ENI is one of the exploration companies in the coast region who's its CSR activities in their block is

administered by the Corporation into the current year.

40. Exploration and Production Capacity Building Fund
The Corporation received funds from the Ministry of Energy and Petroleum which are meant to

equip the Exploration department staff with the requisite knowledge. In 2013, the Corporation

enhanced the capacity of the Exploration department by among other things recruiting 32

management trainees. The Corporation uses this fund for training and salaries to these staff.

At the beginning ofthe year
Additional during the year

I I,443 I I.443

Recovered durin the

At the end of the 11 3 11,443ear

At the beginning of the year

Additional during the year
22,939
t5,262

(3,3 l6)

34,885

Recovered durin the ear

4.263

At the end of the 39 148 34,88sear

72,95s 72,955At the beginning of the year
Additional during the year
Recovered during the year

At the end ofthe year 72,95s 72,955
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

41. Laboratory Equipment Fund
The funds from the Ministry of Energy and Petroleum which are meant for Laboratory Equipment

amounting to Shs 425,480,000

42. Retained Earnin

43. Financial Risk Management
The Corporation's activities expose it to a variety of firrancial risks, including credit risk,

liquidity risk and rnarket risk. The Clorporatiorr's overall risk nranagemeut progranl focuses

on the unpredictability of financial markets and seeks to minimise potential adverse effects

on its financial performance.

Management identifies, evaluates and mitigates the financial risks under general principles

for overall risk management.

(a)Fair Values

0) Comparison by class of the carrying amounts and fair values of the financial
instruments is as set out below.

Carrying amount Fair value
2024 2023 2024 2023
Shs'000 Shs'000 Shs'000 Shs'000

Firurnciul ussets

Trade receivables
Call deposits
Bank and cash balances

398,612
l9l,878
344,995

776,995
795,733
509.583

398,612
I 9l ,878
344.995

776,995
795.733
509,583

2023t2024 2022t2023
Description Kshs 000 Kshs 000
At the beginning of the year
Additional during the year
Recovered during the year

425,480 425,480

At the end of the year 425,480 425,480

(6,766.468\ (5, r 09,467)At the beginning of the year

New capital issued

Revaluation gain/Loss

Profit(Loss) for the year (t,566,7251 ( l,657,00 r )

At the end of the year
(8.333,193) (6,766.468)
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Financ' ial I iahi I it ie s

Borrowings
Trade payables

6,s46,t14
6.272,8t3

6,316,024
s,070.372

6,546,t74
6,272,8t3

6,376.024
5,070,372

The carrying and fair values lor trade receivables and trade payables for the year 2023 have been

restated fiom Kshs 760,364,000 and Kshs ,s.058,478,000 to Kshs 776,995,000 and Kshs

5,070,372,000, respectively.

Trade and other receivables are evaluated regularly to assess the likelihood of impainnent.

Based on this evaluation, allorvances are taken to account lbr the expected losses on these receivables.

As at 30 June 2024, the canying amounts of suclr receivables, net ofallowances, approximates their

fair value.

The l'air values of term deposits, bank and cash balances and trade and other payables

approximates their carrying amounts largely due to the short tenn maturities of these instruments.

(ii) Fair value hierarchy

The Corporate uses the following hierarchy for determining and disclosing the fair

value of financial instrunrents by valuation technique:

Level l: quoted (unadjusted) prices in active markets lbr identical assets or liabilities;

Level2: other techniques for which all inputs which have a significant eff'ect on the

recorded fair value are obsen able, either directly or indirectly;

Level 3: techniques which use inputs which have a sigrrificant effect on the recorded

f,air value that are not based on observable nrarket data.

Disclosures of non-financial assets recorded at fair value by level of the fair value

hierarchy havc been made under note I 7.

b) Capital Risk Management
1'he Corporatiorr's objectives when nranaging capital are to safeguard the Corporation's ability to

continue as a going concern in order to provide returns for slrareholders and to maintain an optinral

capital struoture to reduce tlre cost of capital. The capital structure of the Corporation consists of

borrowings (net of cash and cash equivalents) and equity attributable to equity holders comprising

issued share capital. sl.rare premium, shareholders' funds awaiting allotment ol sharcs and revenue

reserye
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The Corporation monitors capital adequacy on the basis of the gearing ratio. This ratio is calculated

as net debt divided by total capital. Net debt is calculated as total borrowings less cash and cash

equivalents. Total capital is calculated as equity plus net debt. Note 8 summarises the procedures the

Directors' arc putting in place to address the solvency challenges facing the Corporation. The

composition ofcapital managed by the Corporation is as shown below

Share capital
Share premium
Revaluation surplus
Accumulated deficit

2024
Shs'000

2023
Shs'000

r,0r2,000
I,183,000
t,998,088

(8.333, r 93)

1,032,000
l , r 83,000
1.998.088

(6;766,468)

liquity (4.r20.105) (2.ss3,380)

Borrowings 6,546,174
Structured trade finance facility
Less: Cash and cash equivalents (excluding borrowings) (536,874)

6376,024

( 1,305,315)

Net debt 6,009,300 s,070,709

Gearing ratio Over 100% Over t00%

The carrying and fair values for accumulated deficit and equity for the year 2023 have been
restated from Kshs (6.713,304,000) and Kshs (2,500.216.000) to Kshs (6.766,468,000) and
Kshs (2,553.380,000). respectively

c) Operational Risk Management

Operational risk is the risk of the direct or indirect loss arising from a wide variety ofcauses

associated rvith the Corporation's processes. personnel. technology and infrastructure, and

from extemal factors other than credit, market and liquidity risks such as those arising from

legal and regulatory requirements and generally accepted standards of corporate behaviour.

Operational risks anse frorn all of the Corporation's operations.

The Corporation's objective is to nranage the operational risk so as to balance the avoidance

offinancial losses and damage to the Corporation's reputation with overall costs effectiveness

and to avoid control procedures that restrict initiative and creativity.
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The ultimate accountability for operational risk management within the Corporation rests with

the Board of Directors. Consequently, the level of risk that the Corporation accepts, together

with the basis for managing those risks are assigned to senior management. The responsibility

is supported by the developnrent ofoverall standards for the management ofoperational risk.

d) Credit Risk
Credit risk refers to the risk that a counter party will default on their contractual obligations

resulting in financial loss to the Corporation-

Credit risk arises frorn cash and cash cquivalents, deposits with banks, as well as trade and

other receivables. The Corporation's exposure to credit risk is minirnal because the

Corporalion assesses potentiol customers' credilrvorlhiness prior to granting credit. In addition

the Corporation closely monitors customer's accourlts to ensure no exposure exisls ahove lhe

approved credit limits established by credit control.

The Corporation's current credit risk grading fiamework courpriscs thc following categories:

The tables below detail the credit quality of the Corporation's financial assets as rve[[ as the
Corporation's marirnum exposure to credit risk by credit risk rating gradcs:

Extemal lntemal
credit credit
rating rating

Gross Loss
carryirrg allowance
antoutlt

t2
nl0nth
or
lit-etime
ECL

Net
carrying
anrount

2024

Trade
receivables

Sh

Lit'etirne 951 ,3 57
I]CL

Sh Sh

Category Description
Basis for recognizing expected
credit Iosses

Perfomring The counterparty has a lorv risk of default and
does not have any past-due amounts.

I 2 month ECL

Doubtful
Amount is past due or there has been a

signiticant increase in credit risk since initial
rccognition.

Lifetinre ECL
impaired

not crcdit

In default Amount is >180 days past due or there is

evidence indicating the asset is credit-impaired.

creditLifetime ECL
impaired

Write olf
There is evidence indicating that thc dcbtor is in
severe financial difficulty and the Company has

no realistic prospect of recovery.

Amount is written off

N/A Doubtful
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Bank balances A, BBB. Performing
B+, B-

Call deposits AA Performing

t2
month
ECL
t2
month
ECL

344,995

I 9l .878

l,488,230 (

344,995

I 9l ,878

552,745) 93s,485

2023

Trade
receivables

Bank balances

Extemal
credit
rating

N/A

Intemal
credit rating

t2
month
or
lifetime
ECL

Gross
carrying
amount

Loss
allowanc

e

Net
carrying
amount

A, BBB,
B+, B.

Sh Sh Sh

Doubttul Lifetime 1.255.537 (478,542\ 776,995
ECL

Performing 12 509,583 - 509,583
month
ECL

Performing 12 795,733 - 795,733
month
ECL

Call deposits AA

2,560.853 (478,542) 2.082.31 I

The carrying and fair values for gross carrying amount, loss allowance and net carrying amount for
the year 2023 have been restated from Kshs I,233,053,000. Kshs (468,427,000) and Kshs 764,626,000
to Kshs I ,255.537,000, Kshs (478,542,000) and Kshs 776,995,000 respectively

e) Liquidity risk management
Ultimate responsibility for liquidity risk management rests with the Corporation's Board of Directors

who have built an appropriate liquidity risk management franrework for the management of the

Corporation's short, medium and long-term funding and liquidity requirements.

The table belos'analyses the Corporation's financial liabilities that will be settled on a net basis into

relevant marurity groupings based on the remaining period at the financial reporting date to the

contractual maturity date. The amounts disclosed in the table below are the contractual undiscounted

cash flows. Balances due within l2 months equal their carrying balances, as the impact ofdiscounting

is not significant.
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I -3
Months
Shs'000

3-t2
Months
Shs'000

Over
l2 months

Shs'000
Total

Shs'000

At 30 June 2024

Mirristry of Energy and Petroleum
Headquarters construction fu nd
SBM Jetty fund
CSR Funds
Capacity Building fund
Laboratory equiprnent fund
Trade payables
Borrowings
Structured trade fi nancing

704
tt,443
39, 148

72,955
425.480

6,272,813
6,546,174

704
r l,443

39, r48
72,955

425,480
6,272,813
6,546,174

13,368,717

704
fi,443

34,885
72,955
425,480

5,070,372
6.376,024

l 3,368,7 r 7

704
1,443
34,885
7? qss

42s,480
s,070,372
6,376,0?4

At 30 June 2023:
Ministry of Energy and Petroleum
Headquarters construction fu nd
SBM Jetty fund
CSR t'unds
Capacity Building tund
Laboratory equipment fund
Trade payables
Borrowings

I I,991,863 11,991,863

The carrying and fair values for trade payables fbr the year 2023 have been restated from Kshs

5,058,478,000 to Kshs5,070,372,000

f) Market risk

Market risk is the risk that the fair value or cash flows of a financial instrument will flucruate due to
changes in market related factors. Market risk includes currency risk, other price risk and interest rate

risk.

(i) Currency risk

The Corporation is exposed to currency risk arising from various cunency exposures, primarily with

respect to the United States Dotlar (US Dollar or USD). Currency risk arises from future commercial

transactions, recognised assets and liabilities.
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To manage the foreign exchange risk, the Corporation maintains a bank account in US Dollars to

facilitate transactions in foreign curency. The Corporation also negotiates with its bankers to get

favourable exchange rates when converting foreign currencies to the Kenya shilling.

Market risk is the risk that the fair value or cash flows of a financial instrument will fluctuate due to

changes in market related factors. Market risk includes currency risk. other price risk and interest

rate risk.

The Corporation purchases its products in US Dollars and mainly buys US Dollars via spot deals as

opposed to tbrward deals. llorvever, when there is reliable information in the market about the

anticipated exchange rate movements in the US Dollar to the Kenya Shilling, the Cor?oration enters

into short term forward deals to mitigate foreign exchange risks.

Assets
Bank and cash balances
Trade and other receivables

Liabilities
Trade and other payables
Borrowings

2024
sh'000'

344,99s
398,6 r 2

743,607

6,272,8t3
6,546,t74

2023
sh'000'

50q 5f, 1

776,995

5,070,372
6.376,024

I,286,578

1 2,8 1 8,987 1 1,446,396

The carrying and fair values for trade and other payables fbr the year 2023 have been restated
from Kshs 5,058.478,000 to Kshs5,070,372,000

l0% is the sensitivity rate used when reporting foreign currency nsk intemally to key

management personnel and represents managenrent's assessment of the reasonably possible

change in foreign exchange rates. The sensrtivity analysis covers only outstanding foreign

currency denominated monetary items and adjusts their translation at the period end for a

[0% change in foreign currency rates.
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(it Other price risk

The Corporation does not hold investments that would be subject to market price risk.
Therefore, the Corporation is not exposed to this financial risk.

(iii) Interest rote risk

The Corporation holds interest eaming assets in form ofcall deposits. The risk of fluctuation

in the interest rates is mitigated by the fact that the intcrest rates are pre-fixed for tlre term of

the call deposits by the banks prior to the Corporation placing these deposits.

Interest rate risks arise from fluctuations in the bank borrowing rates. The interest rates vary from

time to time depending on the prevailing economic circumstances. Since the base rates charged by

the banks are determined by the market forces, the Corporation negotiates with its bankers to get

favourable intcrest rates

(iv) Interes, rote risk

Exposure to interest rate risk

The weighted average interest rate profile ofthe Corporation's interest bearing financial

instruments as reported to management of the Corporation is as follows:

Nominal amount

Call deposits

Term loans
Bank overdrafts

30 June 2024
Eft'ective

interest
rate Sh'000

23% (6,546,t74)
23.o/"

30 June 2023
Effective

interest
rate Sh'000

2t.%
t3.%

(6,376.0241

8.5% l9l ,878 5% 795,733

Total exposure
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

Sensitivity Analysis

A l7o increase/decrease in the interest rates at the reporting date would have increased/ decreased profit or
loss and equity by the amounts shorvn below. The analysis assumes that a other variables, in particular,
foreign currency rates, remain constant and is applied on interest bearing instruments.

Profit or Ioss/equity
30 June 2024 30 June 2023

sh'000 sh'000

l7o increase
I 7o decrease

(5,41 0)
5,410

(s.410)
5,410

The entity manages foreign exchange foreign risk frorn l.uture commercial transactions and recognised

assets and liabilities by projecting for expected sales proceeds and matching the same rvith expected

payments.

a) Foreign currency sensitivity analysis

The above table demonstrate the effect of sensitivity ofexchange rate on the companv's statement of
comprehensivc income on applying the sensitivity for a reasonable possible change in exchange rate

ofthe three main transaction currencies, with all other variables held constant

b) Interest rate risk

lnterest ratc is the risk that the entity financial condition may be adversely affected as results of
changes interest rate levels. The company interest rate risk arises from bank deposits.This exposes

the company to cash flow interest rate risk. The interest rate risk exposure arises marnly from interest

rate movements on the company deposit

c) Management of interest rate risk

To manage thc interest rate risk, nranagement has endeavoured to bank with institutions that offer
favourable interest rates.
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44. Incorporadon

The entity is incorporated in Kenya under the Kenyan Companies Act and is domiciled in Kenya.

45. Events after the Reporting Perlod

Therc were no material adjusting and non- adjusting events after the reporting period.

46. Currency

The financial statements are pres€nted in Kenya ShillinCs (Ifuhs).

59



National Oil Corporation of Kenya
Annual Report and Financial Statements
For the Financial vear ended Jure 30,2A24

22.Appendices

Appendix l: lmplementation Status of Auditor-General prior year recommendations
The following is the summary of issues raised by the extemal auditor, and management comments that were provided to the auditor.

Uncertainty Relating to Going Concern

The Corporation recorded a loss of Kshs.2,334,502.000

during the year under review (2022: Kshs.l ,503,058,000)

raising its accumulated losses to Kshs.6,766,468,000 from

Kshs.5,109,467,000 in 2022. however. the Corporation's

current liabilities totalling Kshs.l I,456,78 1,000 exceeded

the current assets balance of Kshs.2,352,222,000 by an

amount of Kshs.9,I 04,559,000. These events or conditions

indicate material uncertainty regarding the Corporation's

ability to continue as a going concem. This material

The Corporation is in the

process of engaging non-

equity strategic partner

following the Cabinet

approval on revival and

commercialization of the

Corporation. The partner is

expected to inject working

capital to finance Business

Not

resolved
30.06.25
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uncertainty in relation to going concem and any mitigating

measures put in place by the directors to address the matter

were not disclosed in the notes to the financial statements

as required by the Intemational Accounting Standards (lAS

I ), presentation of financial statements.

In the circumstances. the Corporation was technically

insolvent and its continued existence is dependent upon the

financial support of the Govemment and its creditors unless

Management puts in place measures to improve the

performance ofthe Corporation and to reduce reliance on

l-Lnancial support from the Shareholders.

operations and Management is

certain that the Corporation

will tum to profitability and

meet its obligations and

continue operating for

foreseeable future.
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Not

Resolved

30th June

2025

The Corporation's assets

revaluation exercise was

carried out by Ebony Estates

Limited who are registered

valuers as stipulated in the

Corporation's Fixed Assets

Policy for the purpose of

obtaining the fair values for

reporting purposes. They gave

justification for their final

values which was adopted bY

the management.

Unsupported Decline in Value of Freehold Land

The statement offinancial position reflects properry, plant

and equipment with a net book value of Kshs.5,

405,623,000. As previously reported, the values are based

on a revaluation ofassets which resulted in decline in value

of ten ( l0) parcels of freehold land by an amount of

Kshs. 145,640,000 or 43Yo, from a previous value of

Kshs.336,140,000 to Kshs. 190,500,000. The decline was

not supported orjustified since it did not result from

change in sizes from alienation of the parcels or any other

adverse conditions. Management attributed the decline to

premiums paid on acquisition of the parcels. However, the

3
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reason could not be justified by the prevailing market

conditions and differences in Iand measurements cited in

the valuation reports and those in the title deeds.

In the circumstances, the accuracy and valuation of

property, plant and equipment balance of Kshs.5.

405,623,000 could not be confimred.

No Land was disposed based

on that valuation report.

The Corporation intends to

carry out another assets

valuation to confirm the fair

values rvhen it's cash flows

improves.

4

Inaccuracies in the Tax Recoverable Balance

The statement of financial position and as disclosed in Note

l4(b) to the financial statements reflects a tax recoverable

amount of Kshs.32, 661 ,000. However, based on the

corporation's iTax account at the Kenya Rel'enue

The income tax law does not

allow offsening of current

taxes with tax credit brought

forward. The Corporation is

engaging Kenya Revenue

Not

Resolved
3 l'r Dec

2024
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Authority to verify and

confirm tax credits brought

forward for a refund. The

reconciliation are currently

ongoing to confirm status.

Authority (KRA), there were no credits to be carried

forward as at 30th June, 2023. Management indicated that

reconciliation is currently ongoing with KRA to determine

the correct position.

In the circumstances, the accuracy ofthe tax recoverable

balance of Kshs. 32,661.000 could not be confirmed.

Not

Resolved

3l"tDec

2024

The hived off petroleum

products have already been

fully provided for in the

financiaI statement. ln

addition, the Corporatron have

already submined a request

5

Unsupported Hived-Off Petroleum Products

The statement of financial position and as disclosed in Note

2l(a) to the financial statements reflects inventories valued

at Kshs.237, 25 1,000. Included in the inventory gross value

of Kshs.2,586,057,000 is a balance of Kshs.1,494,624,828

being the value of products captr.ued as hived off in the

books of the Corporation. In October 2016, the Corporation
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Management resolved to hive-offall historical non-

reconciling items in a separate no+rading stock point to

ensure new variances were not created. These historical

non-reconciling items continue to be carried in the books of

the Corporation and they lack documentation to support

their physical existence. Although the Board of Directors

approved the write-off through its resolution dated 24 May

201 7, which was also forwarded to the Cabinet Secretary

for the Ministry of Petroleum and Mining on 23d

September 2022, the matter was still pending.

In the circumstances, the accuracy and completeness ofthe

inventory balance of Kshs.237,25 I,000 could not be

confirmed

seeking approval to written

off of historical stock losses to

the Cabinet Secretary

Ministry of Energy and

Petroleum in accordance with

section 69 of Public Finance

Management Act 2012.

66



National Oil Corporation of Kenya
Annual Report and Financial Statements
For the Financial year ended June 30, 2024

Resolved N/A

The Corporation has already

accounted for the govemment

grants as provided by the

Intemational Accounting

Standards 20.

The disclosure on the

treatrnent of capital grants as

per the accounting policy has

already been adopted.

The exploration expendirure

will be deducted from the

deferred income in case if
there no discoveries and the

6 Inaccuracies in Deferred Income Computations

The statement of financial position reflects deferred income

balance of Kshs.3,134,782,000. Which includes an amount

of Kshs 3,052,754,000 in respect for exploration grants as

disclosed in Note 23 to the financial statements. However,

over the years, the Corporation utilized an amount of

Kshs.2,209,278,000 as capital expenditures which were

capitalized as Exploration Expenditure- Block l4T. The

capitalized expenditures were not deducted from the

deferred income and thus overstates the reported deferred

income of Kshs.3.134,782,000 by Kshs.2,209,278,000.

Further, Management did not disclose in the notes to the

financial statements the accounting policy adopted for
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grants, including method ofbalance sheet presentation, thc

nature and extent ofgrants recognised in the financial

statements and unfulfilled conditions and contingencies

aftaching to recognised grants as required under paragraph

39 ofthe lntemational Accounting Standards (tAS) 20-

Accounting for Covemment Crants and Disclosure of

Govemment Assistance.

In the circumstances, the accuracy ofthe reported deferred

income balance of Kshs-3, 134.782,000 could not be

confirmed.

block is written offor in case

discovery by annual

amortization of the resource.
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The fund accounts balances

does not imply that amount

are held in Bank accounts

only however they are also

held in assets (Block l4

Exploration, software, Field

Vehicles and Equipment.)

pent fund amounts

ere supported by funds held

n a fixed deposit Account in

CB Bank Limited and

xploration Account in

ooperative Bank of Kenya

The uns
Resolved N/A

7

Unsupported Fund Bahnces

The statcment offinancial position reflects non-current

liabitities balance of Kshs.3,855,727.000 which, as

disclosed in Notes to the financial statements constitutes

fund balance amounting to Kshs.3,680,249,000, from

activities and projects initiated by the corporation in

partnership with Government agencies and other donors as

listed below;

No. Fund Details Note Amount (Kshs)

Deferred Income Fund 23

2

3, 134,782,000

39 704,000Ministry of Energy

Headquarters

Constnrction Fund
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However. guidelines on utilization and liquidation of

balances upon closure of such projects were not provided

for audit. The Corporation continue to hold funds for

projects that were yet to be implemented or surplus funds

3 Single Buoy Mooring 40

4

5

6 Laboratory Equipment 43

I1.433.000

Jetty Fund

4t 72,9ss.000

42 34,885.000

425.480.000

Fund

Total 3,680,249,000

Corporate Socral

Responsibility Fund

Exploration and

Capacity Building Fund
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for completed ones in its books, thereby denying citizens

access to services intended or additional services that can

be implemented using the idle funds.

Although Management explained that the Funds were

included in the corporation's funds and some were invested

in fixed deposits in various commercial banks, the

corresponding cash and bank balances were not provided

for audit.

In the circumstances, the accuracy, and completeness of the

special fund's projects balance of Kshs.3, 855,727,000

could not be confirmed.

8
Irregular Utilization of Social Responsibility Funds

The donations was part ofthe

approved Corporation's
Resolved N/A
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The statement of financial position reflects a balance

of Kshs.72,955,000 in respect of corporate social

responsibility funds as disclosed in Note 4l to the

financiaI statements. Review ofrecords indicates that

the fund is created through funds paid by Intemational

Oil Companies (lOCs) undertaking oil and gas

exploration activities in a region to undertake

Corporate Social ResponsibiUty activities that would

benefit the local communities as provided in the

Production Sharing Contract signed between the

Govemment of Kenya and lnternational Oil

Companies (lOCs). This is in addition to paying for

corporate social responsibility

budget for the year under

audit.
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service rentals and training levy among other

incidental costs and license fees.

However. review ofrecords revealed that the

corporation paid an amount of Kshs-2,000,000 to a

Golfing Society as a donation. The donation was not

in the approved work plan for Corporate Social

Responsibility activities implemented by the

corporation on behalfoftbe IOCs undertaking oil and

gas exploration activities.

Further, there was no documentary evidence to

confirm that the donations benefited the local

communities as required in the Product Sharing

Contract signed between the Govemment of Kenya
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and an IOC operating an oil exploration in the Coastal

region.

In the circumstances. the regularity of the corporate social

responsibility project fund utilization amounting to

Kshs.2.000,000 could not be confirmed

I

Inaccuracies in Legal Expenses

The statement of Profit and Loss and Other Comprehensive

income reflects administration expenses amounting to

Ksh.952,922,000 as disclosed in Note t0(a) to the financial

statements. Included in the expenditure is an amount is

Kshs.l 13.134,000 in respect to legal expenses. Review of

the expenses revealed that an arbitral award of

Kshs.40,934,867 was issued against the Corporation in

l. The variance of

Kshs3,494.8 l9 related to

accrued interest since the

outstanding amount was

subject to interest at the

prevailing market rate of l47o

p.a

Resolved N/A
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matter of breach of contract in respect of transportation of

petroleum products filed by private company. The award

was delivered on October 201 8 with subsequent appeal

dismissed during the year undcr rcview and the award

affirmed. The decretal amount, interest arbitration costs.

court fees and collection fees totalled Ksh.66,505.181.

However, the amount of Kshs.70,000,000 was expensed,

resulting in unexplained and unreconciled variance of

Kshs.3,494,819. Managemcnt was directed by the arbiter to

make an upfront papnent of Kshs2,000,000 and come up

with a payment plan for the settlement of the award.

Further, the corporation was sued for unfair termination by

a former staffmember. The matter went to trial and a ruling

2. The variance of Kshs

3,300,000 relates to provision

for legal liability relating the

case of unfair termination of a

former staff.
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was delivered on 29 July, 2021. where the court ordered the

corporation to pay the claimant his salary arrears. Review

ofdocuments relating to the case revealed that salary

arrears due to the claimant amounted to Kshs.1,700,000.

However, the legal expense reflected compensation of

Kshs-5,000,000 in anticipation of the outcome of the case

which was still ongoing showed the claimant win. The

resultant variance of Kshs.3,300,000 was not explained or

reconciled.

In the circumstances, the accuracy and completeness of

legal expenses amounting to Kshs. I 13, 134,000

10. Irregular Payment of Other Personnel Allowances
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Not

Resolved

3l"Jan

2025

The statement ofprofit or loss and other comprehensive

income and as disclosed in Note l0 (a) to the financial

statements reflects staff cost of Kshs.395, 297,000. Review

of the ledger and the trial balance for the year under review

reflects total payments to employees amounting to Kshs-62.

258,868 described as "other allowances." However, the

basis for the payment ofthese allowances, and the

applicable rates were not provided for audit. Further,

approval from State Corporations Advisory Committee

(SCAC) was not provided to support the allowances.

ln the circumstances, the accuracy and regularity ofthe

other allowances payments amounting to Kshs.62, 258,868

could not be confirmed.

The Management sought

guidance from Salary

Remuneration Commission

on how best to address the

matter and they advised the

management via letter ref

SRC/TS/24 VOL rr (20s)

dated 2lst November 2023 to

retain the current rates

payable as other allowances

pending the outcome of the

review of allowances paid in
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the Public Service that is still

ongoing

ll.

Misclassifi cation of Exploration Grants

The statement of profit or loss and other comprehensive

income and as disclosed in Note I I to the financial

statements reflects exploration expenditure of

Kshs.2l 5,39-5,000. Included in the amount is

Kshs.l I 8,455,000 that was irregularly spent on payment of

salaries and allowances ofpemranent employees contrary

to the approved work plan upon which the disbursement

was made. According to the approved work plan, the grants

disbursed ought to have been utilized on exploration study

tbr geology, geophysics, geochemistry, petroleum

The upstream staff are

directly engaged in collection

of field data and their salaries

are part of the project costs.

The activities undertaken

under upstream staff include

exploration study for geology,

geophysics, geochemistry,

petroleum engineering, data

packaging and marketing.

Resolved N/A
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These activities have been

included in the work plan and

the budget.

engineering, data packaging and marketing, software

licence annual renewal, comnrunity engagement activities

and purchase of motor vehicles.

In the circumstances, the accuracy and completencss

of the expendirure of Kshs.2l 5, 395,000 could not be

confirmed.

The Corporation has been

facing tiquidity fi nancial

constrains hence it has not

able to meet most of its

financia[ obligations hence the

long outstanding trade

payables.

Not

Resolved

30th June

2025
I

Emphasis of Matter

Long Outstanding Trade Payables

The statement of financial position reflects trade and other

payables balance of Kshs. 5,070,372.000. As disclosed in

Note 3l to the financial statements. the balance includes

trade payables of Kshs. 898,494,000 out of which, Kshs.

777 ,085,321 related to amounts due to vendors that have
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becn outstanding for more than 60 days. No explanations

were provided as to why the creditors were outstanding for

more than 60 days without explanations.

Once the financial

performance of the

Corporation improves the

Corporation will pay its short

term and long term

obligations

REPORT ON LAWFULNESS AI\D EFFECTIVENESS

IN USE OF PUBLIC RESOURCES

Basis for Conclusion

Unaccounted for Mwananchi Gas Project Equipment

The Ministry of Petroleum and Mining delegated to the

Corporation the responsibility of implementing Mwananchi

gas Project on behalfofthe National Govemment vide

The Corporation is engaging

State Department for

Petroleum on the formal

transfer of ownership from the

Ministry of Energy and

Petroleum to National Oil

Corporation of Kenya.

Not

Resolved

3l"Jan

2025
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letter from the Ministry of Petroleum and Mining dated l6

September, 2021 . The project was intended to promote the

use of modem cooking fuels among low-income

households, and entailed distribution ofsubsidized LPG

cylinders, grills and bumers purchased by the Ministry of

Petroleum and Mining. According to the Ministry, funds

realized from sales were to be used to purchase additional

gas.

Further, the pilot programme for the project roll out was

expected to be during the 202012021 financial year but the

Corporation lacked sufficient working capital to purchase

Liquefied petroleum gas to be used in filing ofthe

cylinders. Review ofstore records revealed inventories
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comprising l6l,448 6kg cylinders, out of which 5,444 had

been filled with gas, 329,303 bumers, 330, I l5 6kg gritls,

60,000 horse pipes and 84 ,499 double bumer stoves. As at

30 June, 2023, only I1,675 6kg cylinders, 12,869 bumers

and 87,147 grills with an aggregate value of Kshs.20,

50l,l9l had been included in the Corporation's financial

statements. The rest of the items were not included in the

Corporation's fi nancial statements, a position Management

attributed to lack of formal authority from the Ministry of

Petroleum and Mining to transfer ownership of the items to

the Corporation. Management also indicated that 22

bumers were said to have been collected as samples by the

Kenya Bureau of Standards and Directorate of Criminal
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Ilvestigation in 201 8 and 2019 respectively but they were

not supported with documentary evidence.

In addition, review of records and physical verification

revealed that the 6kg cylinders purchased in module I and

two-bumer low-pressure table top cookers purchased under

module II ofthe project together with its accessories were

yet to be distributed and were lying at the warehouses.

There is uncertainty in the implementation of the project

due to lack ofsufficient working capital.

In the circumstances, the value for money on the

expenditure incurred on the project could not be confirmed.
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3

Stalled Liquefied Petroleum Gas (LPG) Project

Review oldocuments revealed that the corporation

incurred an expenditure of Kshs.5,604.000 in respect ofthe

construction of LPG Skid at Kipkaren Service Station

which comprised of the cost of civil works. two LPG Mini

Skids and associated works. However, the only skid

foundation had been completed, and the contractor had

abandoned the site. Management did not assess the stalled

project for impairment. funher, no clear road map was

provided on how the Management intends to address the

matter, and no plausible explanation was provided to

By the time the skid project

was resuming, there were

residential areas that had

come up around the Kipkaren

plot and on that basis EPRA,

revoked the licences for the

construction of the skid.

On that basis management is

considering putting up a tlre

and service centre when the

Corporation gets funds from

capital expendirure.

Not

Resolved

30'h June

2025
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explain why the project has been abandoned before

completion.

In the circumstances, value for money was yet to be

realized on the expenditurc of Kshs.5,604.000 spent on

civil works at Kipkaren Service Station.

4

Unauthorized Over Expenditures

Review ofthe budget against expenditures incurred during

the year under review revealed instances ofover

expenditure on legal fees and finance costs amounting to

Kshs.848,156,000. However, supplementary budget and

approval were not provided to support the over

expenditure. Further, the Corporation budgeted to collect

Legal fees ovemrns the

budget due to unanticipated

awards of court ruling against

the Corporation during the

year.

Finance costs surpassed the

budget because of additional

Resolved N/A
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sales revenue of Kshs.33,030,070,000. However. only

Kshs.3,141,120,000 was realized resulting in under

collection of Kshs.29,888,950,000.

The under-collection may have affected the planned

activities during the year

capitalized loan and penalty

interest at rate of l07o on the

non-performing loans due to

working capital constraints.

5

Non-Compliance with the One-Third of Basic Salary

RuIe

During the year under review, at least eleven ( I [)

employees were paid net salaries that were less than a third

( t/3) of their basic pay. This contravened Section l9(3 ) of

the Employment Act, 2007. No sufficient explanation was

The Corporation entered in to

an agreement with Housing

Finance Corporation to

provide employees with

unsecured loans- A new

payroll element called

Housing Finance unsecured

Resolved N/A
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loans was created in Oracle to

facilitate the loan recoveries.

There was a delay in adding

the new deduction element in

the Monthly payroll report

which is used to validate the

l/3 rule compliance and thus

the Net salary appearing in the

summary report was

elToneous and some

employees who were below

the l/3 rule were not flagged

given for failure to comply with the law on payment of

salaries and allowances

In the circumstances, Management was in breach of the

law-
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out. The omission was since

been resolved.

6

Non-Compliance with the Corporation's Human

Resources and Procedures Manual

Review of the payroll data revealed that seven (7)

employees had been in acting positions for more than six

(6) months and were paid a total of Kshs.2,248,485 acting

allowance during the year which contravened Section 8.8.3

of the Corporation's Human Resources and Procedures

Manual which provides that acting allowance will be

payable to an employee for a period ofnot more than six

Due to the Corporations

financial constraints.

Management have not been

able to replace stalf who have

exited from the Corporation.

This has necessitated the

appointrnent r:f some staff to

act in those vacant positions.

Once the Financial position

improves then the

Management shall embark on

Unresolv

ed

30'h June

25
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recruitment to fill these

critical vacancies.

(6) months within which the position should be advertised

and competitively fi lled.

In the circumstances, Management was in breach of the law

Following Cabinet approval

of the Revival &

Commercialization of NOC,

the Corporation will be split

into three (3) subsidiaries

namely NOC Downstream,

NOC Upstream and NOC

Trading. The Management is

in the process of forming the

Unresolv

ed

30th June

25

Lack of an Approved Career Progression Guidelines

During the year under review, the Corporation fifled nine

(9) open vacancies and promoted three (3) employees to

various grades. However, an approved career progression

guideline watermarked and sealed by State Corporations

Advisory Committee was not provided for audit. Although

Management explained that the approved document was

misplaced and yet to be replaced, the considerations
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subsidiaries and its engaging

State Corporation advisory

Committee (SCAC) &Public

Service Commission (PSC) to

develop the new Human

Resource Instruments and the

new career guidelines for the

three subsidiaries-

8

Delays in Implementation of lnitial Exploration Period

The statement offinancial position and as disclosed in Note

37 to the financial statements reflects exploration

expenditure on block l4T of Kshs.2,209,278,000. Review

The management is

intensilying its sfiategies to

market block l4T to attract

partners in implementation of

Resolved N/A
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ofdocuments relating to the Block revealed that the

Corporation signed a Production Sharing Contract (PSC)

with The Ministry of Energy and Petroleum on 15

November,20t0. The Corporation was authorized to

conduct exploration operations within the contract area

during an initial exploration period ofthree (3) years from

the effective date. The Initial Exploration Period expired on

l5 February,20l4 and subsequently, the PSC was extended

with the latest one expiring on l4 February. 2023.

However, the Corporation has spent over thirteen ( 13)

years in conducting exploration operations within the

contract area contrary to clause 2( I ) of the Production

Sharing Contract (PSC) which provides that the contractor

the Production Sharing

Contract however the delays

in Implementation of initial

exploration period is due to

underfunding, the projected

cost for the project is

Kshs.6Billion and the actual is

Kshs.2 Billion inclusive of

Jogmec funding.

Current the Corporation has

received the approval to move

to the first additional

exploration phase.
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is authorized to conduct exploration operations within the

contract area during an initial exploration period of three

(3) years from the effective date. The several extensions

have been caused by the Corporation's failure to fulfil

work and expendirure obligations under the contract during

the initial exploration period ofthree (3) years. This is an

indication of the Corporation's lack ofthe capacity to

undertake exploration activities in block t4T despite

receiving funding from the Covemment of Kenya and

Japan Oil, Gas and Metal National Corporation

(JOGMEC).

In addition, an intemalional investor, who has been

supporting the Corporation through a joint survey
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agreement terminated the agreement and decided not to

exercise its right to participate in the Production Sharing

Agreement (PSC) citing lack of interest from Japanese

investors in the data obtained from the joint survey.

ln the circumstances, the value for money on the

expenditure of Kshs.2,209,278,000 spent on the lnitial

Exploration Period could not be confirmed.

Failure to Hold Minimum Operational Stock

Review of records revealed that Management did not meet

the minimum operational stocks of the peroleum. This was

contrary to Regulation 3( 1) and (2) of the Energy

(Minimum Operational Stock) Regulations, 2008 which

Following the Cabinet

directive on reviva[ and

commercialization of the

Corporation. The management

is in the process of procuring

Not

resolved

3l"Jan

2025
9
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t states that all importers ofpetroleum products intended for

use in Kenya shalI maintain, at all times. physical

operational stock,to be known as the mi-nimum operational

stock, in quantities not less than the minimum amounts

specifies in the schedule. The minimum operational stock

shall be maintained to ensure short-term supply of

petroleum products in the event of disruption ofsupply of

the products.

In the circumstances, Management was in breach of the

law.

a non-equity strategic

partner(s) to inject funding for

adequate stocks to meet

customer requirements.

l0 Outdated Database and Application System
Not

Resolved

3[ Jan

2025
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The delayed system upgrade

is due cash flow challenges

that is facing the Corporation,

however the Corporation is

procuring non-strate gic

partner who is expected to

provide up to date ERP

system

The Corporation did not

terminate the contract;

however, the contract came

to an end ,rs per the

contractual terms and

Review of the Corporation's information technology

systems revealed that two (2) main systems in use were

outdated necessitating an upgrade. Further, a contract

signed during 2016/201 7 financial year at a cost of

Kshs.95,624,321 for a period of fifteen ( l5) months and

post-implementation services was terminated l0 July, 2020

by Management on the basis of non-performance. ln

addition. there was no evidence of recommendation from

contract implementation team to terminate the contract as

per Section l5l(2)(g) ofthe Public Procurement and Asset

Disposal Act, 2015. The Contractor filed a suit in the High

Court against the Corporation lbr non-payment of
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outstanding invoices totalling Kshs. 102.462,096 inclusive

of interest.

ln addition, the systems had attained their End of Life

(EOL) which meant that updates and patches that enhance

the system's securitl, or any technical support from Oracle

could no longer be received. Further, the Corporation had

not paid the software vendor for three financial years and

had accrued debts amounting to Kshs.l57, 039,695 in

respect of annual software updates, technical support and

additional license fees risking the data and business

intemrption in the case of a security attack.

conditions.

The non-payment is due to the

current fi nancial challenges

facing t he Corporation;

however, there has been

continuous engagement with

vendor to avert litigation

against the Coqporation.
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In the circumstances, the value for money on the amount of

Kshs.95, 624,321 incuned on the system could not be

confirmed.

Payment of Avoidable Penalties

The statement of profit or loss and other comprehensive

income reflects cost ofsales totalling to

Kshs.3,035,390,000. As disclosed in Note 7 to the financial

statements. The costs include Kshs.14,833,000 in respect of

penalties and fines incurred by the Corporation paid

mainly to the Commissioner of Customs. This expendirure

which could have been avoided with proper financial

ln the financial year ended

30th June 2023, the

Corporation was facing

working capital challenges

this was as a result of

suspension of funding by the

Corporation's fi nanciers

(KCB Bank Kenya Limited

and Stanbic Bank Limited)

due to non-performing loans.

Resolved N/All.
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management led to increase in the cost ofsales and affected

cash flows negatively.

ln the circumstances, the value for money on the

expenditure of Kshs. 14,833.000 in respect to penalties and

fines could not be confirmed.

Flowever. in the absence of

the tinancing from the banks

the management sourced for

altemative financing

arrangements (oil marketers)

to sustain the business and

avoid further payment of

penalties due to late payments

for product and duty due to

Commissioner of Customs.

t2

Encroached Corporation Land

Review of records relating to a parcel of land valued at

Kshs.126.697,274 revealed that the corporation granted a

As per the Court Ruling, the

Corporation issued the Tenant

with the requisite notice of
Resolved NiA
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six (6) . Review ofrecords relating to the land revealed that

the Corporation granted a six (6) month lease agreement on

l5 September, 2017 to an individual at a monthly rent of

Kshs.60,000 exclusive of Value Added Tax (VAT). The

lease agreement was extended for a further six (6) months

from I April,20l8 to 30 September,2018.

However. upon expiry ofthe agreement, management

continued to receive rents without renewing the agreement

or giving notice of intention not to renew the lease.

Management later issued notice of intention not to renew

the license but the tenant took the Corporation to court and

obtained a temporary order against the Corporation. The

Corporation issued a new termination notice on 22

Termination of Lease in

compliance to Section 9(3) of

the Landlord and Tenant

(Shops, Hotels and Catering

Establishments) Cap 301

Laws of Kenya

The termination notice was

due on 29th February 2024.

Thereafter, no further tenancy

notice will be given in respect

of the premises concemed.

The tenant is expected to

vacate then failure to which
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December, 2023 which at the time of audit, the tenant has

not complied with the termination notice. Therefore, the

tenant continues to operate business on the Corporation

land without paying any rent.

In the circumstances, the public may not realize value for

money on the rented property.

NOC shall have recourse to

have him forcefully removed/

ejected.

l3

Defective Cylinders

The statement of financial position and as disclosed in Note

2 I (a) to the financial statements reflects inventories gross

value of Kshs.2. 5t16.057.000. Included in this amount are

105,838 defective cylinders valued at Kshs. 190,812,991

stored at the Corporation's Nairobi National Terminal.

However, Management did not provide measures put in

The corporation has been

going through a phase of

much diminished working

capital hence has not been

able to revalidate the

Not

Resolved

3 ['r Jan

2025
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defective cylinders. The

corporation is engaging non-

equity strategic partner for

refurbishment of the business.

once the working capital

improved, the company will

ensure that alI defective

cylinders are revalidated to

derive maximum economic

benefit.

place regarding the defective cylinders, considering that

their numbers have been increasing over the years.

In the circumstances, the value for money spend on the

defective cylinders of Kshs. 190,8 I 2,991 could not be

confirmed.

Resolved N/A

The Corporation wrote to the

Cabinet Secretary and copied

the SCAC seeking for

Irregular Meetings Held by the Board of Directors

During the year under review, the board held thirty -five

(35) board meetings. Out ofthese meetings, there were four

t4
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extra full board meetings and one extra finance committee

meetings which exceeded the maximum number of six (6)

recommended by the Office of the President circular

referenced OP/CAB.9/I A dated I I March. 2020. Although

the board sought approval for the extra meetings, no

approval by the relevant Cabinet Secretary, in consultation

with State Corporation Advisory Committee (SCAC) was

provided lbr the audit revrew.

ln the circumstances. the effectiveness of the overall

govemance ofthe Corporation could not be confirnred

exoneration and approval of

the meetings due to the

prevailing business

circumstances and the need

for the board to provide

guidance and play its

oversight role effectively. The

quarterly board meetings were

held to approve the statutory

reports in line with the

prevailing legislations and

Govemment requirements.
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Resolved N/A

Report on Effectiveness of internal controls, Risk

Management and governance

Lack of a Governance Audit

During the year under review, the Board did not carry out

any govemance audit as is mandated to them as per the

Mwongozo guidelines. This audit is expected to address

among other areas govemance practices including

Leadership and strategic management, transparency and

disclosure, compliance with laws and regulations, Board

independence and govemance, consistent shareholder and

stakeholders' value enhancement among others.

Section I . l3 of Mwongozo

provides that the Board in

consultation with the

oversight office should ensure

that it subjects to an annual

govemance audit. According

to the approved board

almanac (Calendar),

Management has planned to

undertake the Covemance

audit for the FY 2023/24
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Ln the circumstances, the existence ofan effective

mechanism to monitor governance structures could not be

confirmed.

2

Review ofthe documents that the Corporation's strategic

plan expired in the year 2020 and Management was yet to

develop another strategic plan to cover the current period.

This is contrary to Section 68(2) of Public Finance

Management Act, 2012.

In the circumstances, the effectiveness and existence ofan

altemative strategic roadmap to steer direction of the

Corporations' could not be confirmed.

Lack of Strategic PIan

The management is in the

process of developing a

strategic plan. The draft

strategic plan is under review

intemally.

Unresolv

ed

30'h Dec 24
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Resolved N/A

Lack of Information Communication Technology

Steering Committee

During the year under review, Management did not

establish Information Communication Technology Steering

Committee which is mandated to oversee the development

of the lnformation Communication Technology strategy of

the Corporation. This implied that there exist gaps in

information technology govemance that might have

affected the information technology management in

achieving the organization's mandate.

In the circumstances, the effectiveness ofthe overall

govemance ofthe Corporation could not be confirmed

The committee has already

been established in June 2023
3
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Irregular Composition of Board Committees

The Corporation's Board of Directors comprised tlrirteen

( I 3) members. Review of membership and record of

minutes of committee meetings revealed that the

membership of board committees is expected to be a

maximum of one third ( I /3) of Board n:embership as

guided by the Mwongozo code of governance for state

corporations. However, the Audit committee has five (5)

members, the Human Resource Comnrittee and the Finance

Committee have six (6) members each while the Strategy

and Business Committee has seven (7) members instead of

the Maximum four (4) members. Although the Board

sought an exemption from one thild ( l/3) requirement in

4

The Board reconstituted its

committees in line with the

provisions of Section

I .7( I )(a) of Mwongozo and

further sought for an

exemption from the l/3

requirement as stipulated

under section before the

circular on Management of

State Corporations.

Resolved N/A
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constitution of the board committees, no written approval

ofthe respective Cabinet Secretary in consultation with

State Corporation Advisory Committee (SCAC) was

provided.

ln the circumstances, the effectiveness of the overall

govemance ofthe Corporation could not be confirmed

Resolved N/A

Due to the financial

challenges and products

unavailability, management

resolved to minirnize dealers'

visits and monitor the stations

from the office. This was

meant reduce travelling and

5

Management of Dealer Operated Petrol Stations

The Corporation entered into agreements with several

dealers to operate its service stations across the Country.

According to the agreements, these dealers were expected

to purchase fuel products from the Corporation and

compensate the Corporation where they purchase products

from other OiI Marketing Companies. According to the
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volume sales for Company Owned Dealer Operated service

stations, Corporation did not have product from March

2023 to June 2023.

Review ofrecords revealed that the corporation entered

into an agreement with several dealers to operate petrol

stations. Review ofa sample of the agreement revealed that

three (3) of the agreements had expired. However, the

corporation continued to transact with the three parties

without a valid lease contract. However, during the year

under review, Management did not carry out monitoring.

inspections and meter reading of the Company Owned

Service Stations which are operated by the dealers to

ensure that instances ofproduct dumping are detected and

ovemight allowances for sales

personnel due to cash flow
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fees charged. Review ofrecords and reports provided for

audit revealed that the last inspections and nreter reading

were conducted in November 2022.

In the circumstances, the effectiveness ofthe overall

govemance in managing the dealer-operated petrol stations

could not be confirmed.

Narnc
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