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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED

THE BOARD OF DIRECTORS

FOR THE YEAR ENDED 30 JUNE 2018

Hon Eng. James G.K Rege, CBS - Chairman

Hon. Eng. James G. K. Rege, CBS, joined the Electricity
Transmission Company (KETRACO) as its 37 Chairman.

Eng. Rege holds a Master of Science in Electrical Engineering
Telecommunications from the George Washington University
and a Bachelor of Science Electrical Engineering and Computer
Science degree from the west Virginia University, USA. Eng.
Rege was the Permanent Secretary for the Ministry of
Information and Communications in 2004/2005. He was also
the Chairperson of the Parliament Departmental Committee on
Energy, Transport, Information, Communication and Public
Works from 2007 to 2013.

He was a Senior Engineer with International
Telecommunications Satellite Organization (INTELSAT), Vice
President Engineering at Regional African Satellite
Communications Organization (RASCOM), Director Iridium
Africa, Managing Director, Vodacom GSM Communications
Pioneer and shareholder. He has also worked in numerous top
positions internationally in the telecommunications field.

FCPA Fernandes Barasa- Managing Director

FCPA Fernandes Barasa was appointed the Managing Director
on 7" April 2016 after serving as the Company's Chief Manager,
Finance and Accounts. Prior to joining KETRACO, FCPA Barasa
served as the Treasury Manager and Head of Factories Accounts
at the Kenya Tea Development Agency Limited (KTDA). He also
worked for Kenya Airways and East Africa Re.

FCPA Barasa is a fellow of the Certified Public Accountant of
Kenya (ICPAK), a lead Auditor and Certified Public Accountant
of Kenya. He is also the immediate former Chairman of ICPAK.

FCPA Barasa has wealth of experience in Public Finance
Management, Risk Management and Corporate Governance
among others.

Dr. (Eng.) Joseph K. Njoroge MBS, Permanent Secretary, The
Ministry of Energy & Petroleum

Eng. Joseph K. Njoroge joined the Board upon his appointment
as the Principal Secretary, Ministry of Energy on 26" June,
2013. He has over 28 years of experience in engineering and
management.

Eng. Njoroge MBS holds a Bachelor of Science degree in
Electrical Engineering and Master of Business Administration
with a major in Strategic Management. He is a Chartered
Electrical Engineer, a Member of the Institute of Engineering and
Technology, UK, a Registered Consulting Engineer, and is also a
Fellow of Engineer of Kenya.







KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED
THE BOARD OF DIRECTORS (continued)
FOR THE YEAR ENDED 30 JUNE 2018

Mr. Henry Rotich, Cabinet Secretary, The National Treasury

Mr. Rotich joined the Board of KETRACO upon his appointment
as the Cabinet Secretary Ministry of The National Treasury and
Planning on 15'" May, 2013.

Mr. Rotich has a Master's Degree in Public Administration (MPA)
from the Kennedy School of Government at Harvard University,
and a Master's Degree - Economics and Bachelor's Degree (First
Class Honours) from the University of Nairobi.

He was previously the Head of Macroeconomics in the National
Treasury, and has also served as an Economist with the
International Monetary Fund (IMF), Nairobi Office.

Mr. Joakim Kamere- Director

Mr. Kamere joined the Board on 17" April 2015. He is a
corporate commercial lawyer with a wealth of over 16 years’
experience in corporate governance, structuring companies,
drafting commercial agreements, perfection of bank securities,
and Legislative drafting.

Mr. Kamere, is the Managing Partner at Kiarie Kamere & Co.
Advocates. He holds a Bachelor of Laws Degree from the
University of Nairobi, is Advocate of the High Court of Kenya;
Notary Public; Commissioner for Oaths, and a Certified Public
Secretary- CPS (K).

Mrs. Grace Ndugu

Grace joined the Board on 17t April 2015. She has over 25
years of experience in Justice and Peacebuilding, including 10
years with the National Council of Churches of Kenya and 15
years with the Catholic Relief Services.

She is skilled in project management, integration of
peacebuilding into development, protection, inter-religious
dialogue, negotiations, mediation and reconciliation. She has a
competency in policy formation/reviews, institutional capacity
strengthening, research and strategic & contingency planning.
Grace holds a Master of Science (MSc) in Development
Administration and Planning, with a concentration in Political
Development from Bristol University, UK. She is an alumnus of
the Eastern Mennonite University’'s Summer Peacebuilding
Institute at the Eastern Mennonite University and has also
attended various international and national peacebuilding,
governance, human rights and protection trainings.

Prior to joining the Civil Society Grace worked for 10 years at
the High Court of Kenya and the Ministry of Constitutional and
Home Affairs.







KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED
THE BOARD OF DIRECTORS (continued)
FOR THE YEAR ENDED 30 JUNE 2018

Mrs. Patience K. Nyaoga

Patience first joined the Board on 10th January, 2012 and
served until 9" February, 2015. She was re-appointed for
another term on 17'™ April, 2015. She is a member of Kenya
Associations of Business Owners (KAWBO), Women on Boards,
Institute of Directors of Kenya and All Saints Cathedral Church.
She has worked for both Private and Public Corporations and is
currently the Managing Director of Tintoria Limited, a medium
sized enterprise with various branches in Nairobi County.

Patience holds an online Doctérate Degree in Strategic
Management from the University of Atlanta, a Master of
Business Administration, (MBA) from the University of Nairobi,
a Bachelor of International Business Administration (IBA) from
the United States International University (USIU), and has
attended Management courses both locally and internationally.

Mr. Philip Mongony

Philip joined the Board on 17" April, 2015. He has over 30
years' experience in Human Resources practice and
Consultancy. He has worked with the Directorate of Personnel
Management, Office of the President, Kenya National Trading
Corporation and East African Portland Cement as the Head of
Human Resource before moving to Consultancy in Human
Resources and Real Estate Business.

Philip Holds a Master of Personnel Management (MPM) and a
Bachelors of Commerce (Business Administration Option)
degrees. He is also a member of the Kenya Institute of Personnel
Management.

Arch. Kariuki Stephen Muraya

Arch. Muraya joined the Board on 18" December 2015. He has
over 17 years' experience in architecture having handled
projects such as the Uchumi Supermarket, Bombolulu Mombasa
branch, the Enashipai Resort & Spa and the Doctors’ Plaza for
the Nairobi Hospital among others. Stephen is currently a
partner with Aaki Consultants, Architects & Urban Designers.

Arch. Muraya holds a Bachelor of Architecture degree from the
University of Nairobi and a Master of Science degree in Project
Management (Construction & Infrastructure) from the University
of Liverpool. He is also a member of the Architectural
Association of Kenya (AAK) and the Board of Registration of
Architect and Quantity Surveyors (BORAQS).

Eng. Julius Mwathani (Alternate Director to Dr. (Eng.) J.
Njoroge MBS)

Eng. Mwathani has wide experience in public sector
management, having worked for more than 22 years in various
senior positions in Government.

He holds a Bachelor of Science degree in Mechanical Engineering
and an Executive Master of Business Administration degree.
Eng. Mwathani is registered by the Engineers Registration Board
of Kenya and a member of the Institution of Engineers of Kenya
(IEK).
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED
THE BOARD OF DIRECTORS (continued)
FOR THE YEAR ENDED 30 JUNE 2018

Mrs. Eunice Kigen (Alternate Director to Mr. Henry Rotich)
Eunice joined the Board on 18" December 2015. She has wide
experience in Public Sector Financial Management, having
worked in the Government in senior positions in that field for the
past 15 years. Currently, she is the Senior Deputy Director of
Budget at the National Treasury. She is also the Alternate
Director Representing National Treasury at the Board of Kenya
Airports Authority.

Eunice holds a Bachelor of Commerce in Accounting from the
University of Nairobi and an Executive Master of Business
Administration from Jomo Kenyatta University of Science and
Technology. She is also a Certified Public Accountant- CPA (K).

CS. Mr. Duncan Macharia- Company Secretary & Senior
Manager, Legal Services

Duncan has previously worked as a Company Secretary Trainee
at Africa Registrars, an associate of Pannel Bellhouse Mwangi
(now Ernst & Young) Auditors and as a Group Administration
Manager in a large farming enterprise. In 1991, he joined Kenya
Power as Shares Registrar where he rose through the ranks to
the position of Deputy Company Secretary before joining
KETRACO. He joined KETRACO in February 2009 as Company
Secretary/ Chief Manager, Legal Services and was among the
pioneer managers who were instrumental in setting up the
company's corporate strategic thrift and governance structures
when it was incorporated in December 2008.

Duncan holds a Master of Business Administration Degree, a
Bachelor of Commerce (Business Administration Option) and a
Bachelor of Laws degree from the University of Nairobi. He also
holds a Diploma in Law from the Kenya School of Law. He is an
alumnus of the Advanced Management Program, Strathmore
Business School, and has attended Corporate Governance and
Leadership training programs at Harvard Business School,
Institute of Public Private Partnerships (IP3), International Law
Institute (USA), among others.

He is an advocate of the High Court of Kenya and a Certified
Public Secretary of Kenya (CPS) K, a member of Certified Public
Secretary -CPS (K), Law Society of Kenya (LSK) and the Institute
of Directors 10D- (K).







KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED

THE MANAGEMENT TEAM

FOR THE YEAR ENDED 30 JUNE 2018

FCPA Fernandes Barasa- Managing Director

FCPA Fernandes Barasa was appointed the Managing Director on
7™ April 2016 after serving as the Company’s Chief Manager,
Finance and Accounts. Prior to joining KETRACO, FCPA Barasa
served as the Treasury Manager and Head of Factories Accounts
at the Kenya Tea Development Agency Limited (KTDA). He also
worked for Kenya Airways and East Africa Re.

FCPA Barasa is_a fellow of the Certified Public Accountant of
Kenya (ICPAK), a lead Auditor and Certified Public Accountant of
Kenya. He is also the immediate former Chairman of ICPAK.

FCPA Barasa has wealth of experience in Public Finance
Management, Risk Management and Corporate Governance
among others

Dr. (Eng.) Joseph Siror, PhD

General Manager, Technical Services

Dr. (Eng.) Siror holds a Doctorate of Philosophy in Engineering
from Shanghai Jiaotong University (China) majoring in Radio
Frequency ldentification (RFID), a key technology for intelligent
systems. He has a Bachelor of Science in Electrical Engineering
and Masters in Business Administration from the University of
Nairobi. He previously worked as a Director of Science,
Technology Innovation and Communication at the National
Economic and Social Council (NESC). He also served as a Senior
Assistant Commissioner at the Kenya Revenue Authority (KRA),
where he spearheaded several infrastructure and technology
projects including the X-ray Cargo Scanning for non-intrusive
inspection of cargo at Kilindini Port and Electronic Cargo Tracking
System for tracking transit cargo. Dr. (Eng.) Siror also worked at
Kenya Posts and Telecommunications Corporation where he was
part of the team that were trained in the United Kingdom for
introduction and rollout of Digital Leased lines in the Country. He
is @ member of Institute of Electrical and Electronics Engineers
(IEEE), a licensed Professional Electrical Engineer with Engineers
Board of Kenya (EBK) and a Corporate Member of the Institute of
Engineers in Kenya (IEK).

CPA Tom Imbo

Ag. General Manager, Finance and Strategy

CPA Tom Imbo holds a Master of Business Administration-Finance
and a Bachelor of Education (Economics, Business Administration)
degrees from Kenyatta University. He is a certified Public
Accountant of Kenya (CPA, K) and serves as a member of Member
Services Committee of ICPAK.

CPA Imbo has over 15 years' experience in financial management
in the private and public sectors. Prior to joining KETRACO he was
the Head of Management Accounts at United States International
University (USIU).







KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED
THE MANAGEMENT TEAM (continued)
FOR THE YEAR ENDED 30 JUNE 2018

Dr. (Eng.) John M. Mativo Senior Technical Advisor

Dr. (Eng.) Mativo has more than twenty (20) years cumulative
working experience in both the public and private sector
accumulating extensive experience in research, design,
construction supervision and contract management. He has
worked with KETRACO since 2010 as the Head of Technical
Services, where he was involved in the design and construction of
4,800km of high voltage transmission lines, 48 new substations
and extension of 28 existing substations. As a Senior Technical
Advisor, he is responsible for formulating new high voltage
transmission Infrastructure and carrying out Monitoring and
Evaluation of ongoing projects. Prior to joining KETRACO, Dr.
(Eng.) Mativo worked with H.P. Gauff Consulting Engineer,
Ministry of Roads and Public Works and later as a Consultant for
European Union funded projects in the Local Government.

He holds a Bachelor's degree in Civil Engineering from the
University of Nairobi, a Master's degree in Structural Engineering
from Tongji University (China) and a Doctorate of
Philosophydegree in Civil Engineering from Tokyo Metropolitan
University (Japan). Dr. (Eng.) Mativo is a Registered Engineer
(ERB) and a Corporate Member of the Institution of Engineers of
Kenya (IEK).

CS. Mr. Duncan Macharia- Company Secretary & Senior
Manager, Legal Services

Duncan has previously worked as a Company Secretary Trainee at
Africa Registrars, an associate of Pannel Bellhouse Mwangi (now
Ernst & Young) Auditors and as a Group Administration Manager
in a large farming enterprise. In 1991, he joined Kenya Power as
Shares Registrar where he rose through the ranks to the position
of Deputy Company Secretary before joining KETRACO. He joined
KETRACO in February 2009 as Company Secretary/ Chief
Manager, Legal Services and was among the pioneer managers
who were instrumental in setting up the company’s corporate
strategic thrift and governance structures when it was
incorporated in December 2008.

Duncan holds a Master of Business Administration Degree, a
Bachelor of Commerce (Business Administration Option) and a
Bachelor of Laws degree from the University of Nairobi. He also
holds a Diploma in Law from the Kenya School of Law. He is an
alumnus of the Advanced Management Program, Strathmore
Business School, and has attended Corporate Governance and
Leadership training programs at Harvard Business School,
Institute of Public Private Partnerships (IP3), International Law
Institute (USA), among others.

He is an advocate of the High Court of Kenya and a Certified Public
Secretary of Kenya (CPS) K, a member of Certified Public
Secretary -CPS (K), Law Society of Kenya (LSK) and the Institute
of Directors I0OD- (K).
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THE MANAGEMENT TEAM (continued)
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CPA, Moses M. Mulonzia

Senior Manager, Internal Audit & Risk

CPA Mulonzia is a Finance and Risk Management specialist with
over 13 years' experience spanning both the private and public
sector. He is an expert in Internal Audit, Risk Management,
Financial Management, Fraud investigations and Information
System Audit. Before joining KETRACO, he served as the Head of
Internal Audit and Risk Management at Kenya Wildlife Service
(KWS) where he was part of the turnaround management team. He
was instrumental in institutionalization of Risk Management and
Balanced Scorecard performance management system. He has
also worked at Jubilee Insurance Company (K) Limited as an
Internal Auditor, Data Centre and as Chief Accountant, United
Insurance where he served in Finance and Internal Audit
Departments.

CPA Mulonzia holds a Bachelors of Commerce in Finance from
Catholic University of Eastern Africa and a Master of Business
Administration Strategic Management degree from Jomo
Kenyatta University of Agriculture and Technology (JKUAT).He
also holds a Diploma in Forensic Accounting among other
Leadership and Integrity certificates.

He is a Certified Public Accountant-CPA(K), Certified Secretary
(CS)-Finalist, Certified Information Systems Auditor (CISA) and a
Certified Internal Auditor (CIA). He is also a member of Institute of
Certified Public Accountant Kenya (ICPAK), Institute of Internal
Auditors (IIA-K), Kenya Institute of Management (KIM) and
Information Systems Audit and Control Association (ISACA).

Mr Peter M. Njehia

Senior Manager, Supply Chain

Mr Njehia has a Bachelor of Arts and Master in Business
Administration degrees from Egerton University, Post Graduate
diploma in Supply Chain Management from Jomo Kenyatta
University of Agriculture and Technology (JKUAT), as well as a
professional Procurement and Supply Management Diploma
(CIPS). He is currently working on the last phase of his Doctorate
of Philosophy (PhD) degree in Management and Leadership. He
has previously worked as a Procurement Officer at Egerton
University, Head of Supply Chain at the Laikipia University and
Head of Supply Chain Management at the National Environment
Management Authority (NEMA). He has been instrumental in
successful procurement and implementation of electricity
transmission infrastructure projects in Kenya. He is a Licensed
Supply Chain Management Practitioner by Kenya Institute of
Supplies Management (KISM) and is a Member of KISM and
Member of the Chartered Institute of Procurement and Supply
(MCIPS).
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Mrs Regina Kemboi

Ag. Senior Manager, Human Resource and Administration

Ms. Regina Kemboi holds a Master’s degree in Human Resource
from Moi University, a higher diploma in Human Resource from
Institute of Human Resource Management and a Bachelor of
Business Administration from Kenya Methodist University. She
has attended various Management courses both locally and
internationally. Prior to joining KETRACO as a Manager
Administration, Ms. Regina worked as a Senior Administrative
Officer at the Kenya Urban Roads Authority (KURA),
Administration Officer at the Kenya Civil Aviation Authority
(KCAA) and Kenya College of Communications and Technology
(KCCT-Mbagathi) currently Multi Media University.

She is a member of Institute of Human Resource Management
(IHRM).

Mr. Raphael Mworia

Manager, Corporate Communications

Mr. Mworia holds a Bachelor of Arts degree in Political Science and
Social Work from Lucknow University and a Master's degree in
Mass Communication, Public Relations and Journalism from
Banaras Hindu University (India). Prior to joining KETRACO, he
worked as a Public Relations Coordinator at Kenya Tea
Development Authority (KTDA) and as Head of Public Relations at
Kenya Forest Service (KFS).

He has more than 20 years' experience in Public Relations. He is a
member of the Public Relations Society of Kenya (PRSK) and
served as an Executive Committee Member from 2014- 2016.







KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED
CHAIRMAN'S STATEMENT
FOR THE YEAR ENDED 30 JUNE 2018

On behalf of the Board of Directors, | am delighted to present the Annual Report and Financial Statements
for the Kenya Electricity Transmission Company Limited for the financial year ended 2017/2018.During
the period under review the company registered tremendous growth in its projects portfolio resulting in
an increased asset base that further resulted in the growth of shareholder’s value. | would wish to
acknowledge the good work of my predecessors. For the short time | have been here, | was able to notice
the good work they did - hongera!

Review of the economy

Kenya has made significant political, structural and economic reforms that have largely driven sustained
economic growth, social development and political gains over the past decade. However, its key
development challenges still include poverty, corruption, inequality, climate change and the vulnerability
of the economy to internal and external shocks.

Kenya's recent political reform stemmed from the passage of a new constitution in 2010 that introduced
a bicameral legislative house, devolved county government, a constitutionally tenured Judiciary and
electoral body. The first general election under the new constitutional dispensation was held in 2013. The
August 8, 2017 presidential elections were nullified on September 1, 2017 by the Supreme Court, and a
new presidential election organized for October 26, 2017.

Devolution remains the biggest gain from the August 2010 constitution, which ushered in a new political
and economic governance system. It is transformative and has strengthened accountability and public
service delivery at local levels.

While economic activity faltered following the 2008 global economic recession, growth was recorded in
the last three years reaching 5.8% in 2016 placing Kenya as one of the fastest growing economies in Sub-
Saharan Africa. The economic expansion has been boosted by a stable macroeconomic environment,
rebound in tourism, strong remittance inflows and a government led infrastructure development
initiative.

Medium-term GDP growth should rebound to 5.8% in 2018 and 6.1% in 2019 respectively dependent on
completion of ongoing infrastructure projects, resolution of slow credit growth, strengthening of the
global economy and tourism.

In the long-term, adoption of prudent macroeconomic policies will help safeguard Kenya's robust
economic performance. This includes implementation of fiscal and monetary prudence and lowering
deficit down to 4.3% by FY19/20 as per the Medium Term Fiscal Framework. The fiscal consolidation
needs to avoid compromising public investments in critical infrastructure key to unlocking the economy'’s
productive capacity.

In addition to aligning fostering economic development through the country’'s development agenda to the
long-term development plan; Vision 2030, the President in December 2017 outlined the “Big Four"
development priority areas for his final term as President. The Big Four will prioritize manufacturing,
universal healthcare, affordable housing and food security.

Social development

Kenya has met some Millennium Development Goals (MDGs) targets, including reduced child mortality,
near universal primary school enrolment, and narrowed gender gaps in education. Interventions and
increased spending on health and education are paying dividends. While the healthcare system has faced
challenges recently, devolved health care and free maternal health care at all public health facilities will
improve health care outcomes and develop a more equitable health care system.

Kenya has the potential to be one of Africa's success stories from its growing youthful population, a
dynamic private sector, highly skilled workforce, improved infrastructure, a new constitution, and its
pivotal role in East Africa. Addressing the challenges of poverty, inequality, governance, the skills gap
between market requirements and the education curriculum, climate change, low investment and low firm
productivity to achieve rapid, sustained growth rates that will transform lives of ordinary citizens, will be
a major goal for Kenya.
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CHAIRMAN'S STATEMENT (continued)
FOR THE YEAR ENDED 30 JUNE 2018

Economic outlook

In 2018, the World Bank estimates that Kenya had a GDP of USD 85.980 Billion making it 69'" largest
economy in the World. Per capita GDP was estimated at USD 1,790.

As at September 2018, economic prospects were positive with above 6% GDP growth expected. These
improvements are supported by a large pool of professional workers. There is high level of computer
literacy, especially among the youth.

Performance review

The company’s asset base has continued to grow and rose from Kshs 134,860 million in the last Financial
year to Kshs 157,118 Million in 2018. The company also received project funding amounting to Kshs
25,967 Million: Kshs 15,420 Million from external sources and Kshs 10,547 million from the exchequer.
The total income during the year amounted to Kshs 3,174 million while the total operating expenses was
Kshs 2,707 million compared to Kshs 2,732 million and Kshs 2,317 million respectively in 2016/2017.

Review of the electricity subsector

The global focus has shifted to green energy. Today renewable energy provides just a fraction of its
potential to the nation. The idea is to have the vastly available renewable energy streams added to the
state portfolio. This is becoming a reality in Kenya; having an inexhaustible energy supply that is
constantly replenished. The country is advantageously located where wind, solar and geothermal energy
sources are available. KETRACO, in partnership with sector players within the ministry of energy, is
embarking on numerous projects that will be used in the transmission of high voltage, nationwide and
regionally.

Future Outlook

In addition to the already completed transmission infrastructure projects, the company intends to
complete several projects in the coming financial year which will vastly change the reliance on non-
renewable energy to green sources. Among the transmission line projects aimed at making this transition
are; Sondu-Ndhiwa 132kV, Kenya Tanzania Line 400kV, Garsen-Bura-Hola-Garisa 22kV, Eastern
Electricity Highway Project 500kV and Lessos - Tororo 400kV just to mention a few.

Tribute

| take this opportunity to thank all our stakeholders for the continued support throughout the year. The
government, the Cabinet and Principal Secretaries, Ministry of Energy and The National Treasury, the
Board of Directors, Management and Staff of KETRACO as well as development partners who have played
crucial roles in enabling the Company to achieve major milestones in the year under review.

As always, we are eager to continue collaborating with all our stakeholders in order to achieve our vision
of building a World class national transmission grid.

Hon. Eng. Jamg¢§S
CHAIRMAN
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED
REPORT OF THE CHIEF EXECUTIVE OFFICER
FOR THE YEAR ENDED 30 JUNE 2018

KETRACO has continued to make concerted efforts at strengthening and extending the national
power transmission grid to enhance quality, reliability, stability and security of electricity supply in
the country in addition to increasing access and reducing cost of supply. This is in line with Kenya
Vision 2030 and the Big Four Agenda. In the financial year 2017/18, an addition of 81.3 Km of high
voltage transmission lines were commissioned bringing the total length of High Voltage lines
constructed by KETRACO to 1,880 Km and the transformation capacity to 814MVA. The lines
comprise of 920.41km of 132kV, 374.59 km of 220kV and 585km of 400kV.

Figure 2: Length of Completed HV Transmission Lines in KMs: 2012-2018
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The company has several ongoing projects aimed at system strengthening, evacuating generation,
increasing electricity access and regional interconnectors to facilitate power trade with neighbouring
countries. Currently, the company is in the process of constructing various priority projects totalling
to about 2,640km. The details for the various on-going power transmission projects are provided

below: -

System Strengthening Projects

The system strengthening/capacity enhancement projects will improve transfer capacity of
electrical energy and address the challenge of low voltages, high transmission losses,
unreliability of supply and network security. This category of projects includes the following: -

»

Nairobi Ring Associated Substations
The project involves the construction of Isinya, Kimuka (Ngong), Athi River and Malaa

220/66kV substations. This project will provide an alternative supply path for power into the
Nairobi Metropolitan Region and increase transformation capacity removing load from the
existing overloaded substations. This will increase in reliability of power supply and create an
attractive climate for investors in the region thus spurring growth and employment.

279KM 220/400kV Olkaria-Lessos-Kisumu project

This project involves construction of a 279km 400 kV double circuit transmission line from
Olkaria Geothermal Power Plant to Lessos, 220kV double circuit line and to Kisumu. The
project will help strengthen the link between the South Rift where there exists massive
geothermal potential and Western parts of the grid where demand is fast growing and has
insufficient supply. Through the Lessos substation upgrade, it will provide a strong link for

power export/import to/from neighbouring countries.
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED
REPORT OF THE CHIEF EXECUTIVE OFFICER (continued)
FOR THE YEAR ENDED 30 JUNE 2018

System Strengthening Projects (continued)

> Mariakani 400/220 kV Substation
The project involves the construction of a 400/220 kV 4x200MVA substation.
> System Reinforcement (Isinya 400/220kV & Nairobi North 220/66kV substation)

The project involves the construction of a 400 kV 2x450MVA substation at Isinya and capacitor
banks at Athi River and Nairobi North substations.

» Power Evacuation Projects

434.6 km 400kV Loiyangalani-Suswa project

KETRACO is in the last stage of completing Loiyangalani - Suswa transmission line project that will
evacuate 310 MW from Lake Turkana Wind Power plant. The project entails construction of 434.6
km 400kV double circuit line that will evacuate electricity from the Loiyangalani power plant to
Suswa substation.

Regional Interconnection Projects

The interconnector projects will facilitate power trading with neighbouring countries. Three
projects are under implementation and include;

» 132km 400kV Lessos-Tororo line (Kenya-Uganda Interconnector)

This project will facilitate power interchange between Uganda and Kenya, increase access to
electricity, reduce transmission technical losses and improve regional integration by enabling
cross boundary energy trade that will in the long run facilitate power trade within the countries
of the Eastern Africa Power Pool (EAPP).

» 612km 500 kV Eastern Electricity Highway Project (Ethiopia-Kenya Interconnector)

This project will provide for trading in reliable and affordable energy from the East African
region and eventually to the Southern Africa Power Pool (SAPP).

» 96 km 400kV Kenya-Tanzania Interconnector
The project comprises of the construction of 96km 400kV double circuit transmission from
Isinya (Kenya) to Singida (Tanzania) together with the associated high voltage Substations. This
project is the Kenyan component of the 2,000km Kenya-Tanzania-Zambia interconnector that
will act as a link to the South African Power Pool (SAPP) providing opportunities for power trade
between the EAPP and SAPP.

Electricity Access Projects

The main objective of this category of projects is to increase electricity access and address the
challenges of low access and connectivity. Some of the the on-going and planned projects under
this category includes:

a. 96 km 132kV Nanyuki - Isiolo - Meru project, of which 26km Meru - Isiolo section is complete
and energised.

b. 100 km 132 kV Sondu-Ndhiwa-Awendo project, 37.3km Awendo-Ndhiwa section is completed
and energized.

c. Kenya Power Transmission System Improvement Programme (KPTSIP) that includes the
following projects.

e 65km 132KV Lessos - Kabarnet line;
e 79 km 132kV Nanyuki - Nyahururu (Rumuruti) line; and
e 68 km 132kV Olkaria - Narok line;
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED
REPORT OF THE CHIEF EXECUTIVE OFFICER (continued)
FOR THE YEAR ENDED 30 JUNE 2018

Il. Electricity Access Projects (continued)
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153km 132kV Mwingi - Kitui - Wote - Sultan Hamud line

135km 220 kV Turkwel - Ortum - Kitale line

80km 132kV Machakos-Konza, Isinya-Namanga line

196km 220kV Kamburu-Embu- Thika line including Uplands substation
120km 132kV Sultan Hamud -Oloitoktok line

240km 220 kV Garsen - Hola - Bura - Garissa line

330km 220kV Garissa-Wajir line

67km 132kV Rabai-New Bamburi-Kilifi line

50km 132kV Awendo - Isebania line

. 111km 132kV Kabarnet-Rumuruti line

140km 132kV Rumuruti-Maralal line

60km 220kV Malindi-Kilifi line

70km 132kV Menengai-Olkalou-Rumuruti line
80km 132kV Machakos-Mwala-Sarara line
40km 132kV Kilgoris-Kehancha line

Planned Projects

KETRACO has identified several other projects to be implemented by 2037. These projects
totalling to over 8,700km will evacuate generated power from new generation sources,
strengthen the power system and facilitate grid extension to isolated areas thereby increasing

electricity access.

In conclusion, | would like to warmly thank the Board of Directors, employees, development
partners, shareholders and other key stakeholders for making 2017/18 another year of
inspiration and progress. | look forward to continuing our dialogue and joint success in the

coming financial year.

=

FCPA. FERNANDES O. BARASA
MANAGING DIRECTOR

Oﬁb maﬂ/ 2019
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED
CORPORATE GOVERNANCE STATEMENT
FOR THE YEAR ENDED 30 JUNE 2018

INCORPORATION OF THE COMPANY

The Company was incorporated on 2" December 2008 under the Companies Act, Cap 486 Laws of
Kenya. Although incorporated under the Companies Act, the Company is governed under the
provisions of State Corporations Act, Cap 446 by virtue of the Company being wholly owned by the
Government.

SHAREHOLDING STRUCTURE

The Company is 100% owned by Government with a nominal share capital of 20,000 ordinary shares
of Kshs.100/= each held as follows:

The National Treasury - 19,999
PS, Ministry of Energy & Petroleum (as Nominee) 1
Total shares 20,000

GOVERNANCE STRUCTURE:

The State Corporations Act, Cap 446 Sec.2 (b) (v), provides that a “State Corporation” shall mean a
body corporate established before or after the commencement of this Act by or under an Act of
Parliament or other written law but not: “a company incorporated under the Companies Act which is
not wholly owned or controlled by the Government or by a State Corporation.”

With this provision, and the current shareholding structure, KETRACO then becomes a State
Corporation and is required to operate in compliance with the State Corporations Act, Cap 446. The
Memorandum and Articles of Association of KETRACO are therefore aligned to the requirements of
the State Corporations Act.

As a state corporation, the Board of Directors of KETRACO is required to negotiate and sign a
Performance Contract with the Government every financial year. The Company complied with this
requirement and scored “Very Good" in the performance rating under the Performance Contract for
the period under review.

CONSTITUTION OF THE BOARD AND ITS COMMITTEES

The Memorandum & Articles of Association of the Company provide that the appointment and
removal of Board shall be governed by the provisions of the State Corporations Act. The constitution
of the Board is provided under the Memorandum & Articles of Association Section 3. The Board of
Directors shall consist of: -

a) A non-executive Chairman appointed by the President

b) The Chief Executive appointed by the Cabinet Secretary for the time being responsible for
Energy

c) The Principal Secretary for the time being responsible for Energy or his representative

d) The Cabinet Secretary in the Ministry for the time being responsible for Finance or his
representative

e) Five other members from the private sector appointed by the Minister for the time being
responsible for Energy.

The current Board with nine (9) members is, therefore, properly constituted as provided above.
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED
CORPORATE GOVERNANCE STATEMENT (continued)
FOR THE YEAR ENDED 30 JUNE 2018

“Corporate Governance is the system by which companies are directed and controlled. Boards of
directors are responsible for the governance of their companies. The shareholders' role in governance
is to appoint the directors and the auditors and to satisfy themselves that an appropriate governance
structure is in place”. (1992 Cadbury Committee Report).

O] Board Manual and Committee Charter

KETRACO has put in place mechanisms for a corporate governance framework which is outlined
in the Board Manual and Committee Charters approved by the previous Board.

The framework ensures separation of functions and duties of the Board and shareholders, the
duties of the Board and Management, the duties of the Chairman and Managing Director, and
responsibilities of individual directors and the Board as an entity.

The Company observed this governance framework during the year under review.
(il MWONGOZO

The Government, through the State Corporations Advisory Committee and the Public Service
Commission issued “MWONGOZ0O" The Code of Governance for State Corporations in January,
2015. It stated that this Code of Governance is a Government response to the need for effective
utilization of public resources. The reforms are targeted at achieving improvement in public
service delivery as part of the wider public reforms.

The Government developed Mwongozo as a critical building block in entrenching principles and
values of public service and best practices in corporate governance geared to address the
challenges of governance in State Corporations.

The State Corporations Advisory Committee is expected to come up with a roadmap for all state
corporations to implement the Code of Governance. The Directors of KETRACO attended a
workshop organized by the State Corporations Advisory Committee to sensitize the directors
with the operationalization of MWONGOZO. KETRACO has aligned the Board and Committee
Charters to “MWONGOZO". All Directors have access to an electronic copy of the Code which
was uploaded in the eBoard System for easy reference and perusal as per the Code's
requirements.

BOARD PERFORMANCE EVALUATION

During the period under review, in line with requirements of good corporate governance practice, the
Board of Directors submitted its performance Contract pending gquidelines from the State
Corporations Advisory Committee on the new parameters. The corporate performance rating for the
Board of KETRACO during the previous period was 91.04%, which was ‘Very Good'.

e-BOARD SYSTEM
The Board of KETRACO has embraced technology to effectively and efficiently conduct its business.
In this regard, the Board introduced an electronic system for conducting board meetings and other

functions, eliminating paper work. All the members have undergone training to effectively interrogate
and use the electronic system.
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED
CORPORATE GOVERNANCE STATEMENT (continued)
FOR THE YEAR ENDED 30 JUNE 2018

BOARD COMMITTEES

The Board of KETRACO has the following Board Committees: -

a)

b)

Audit & Risk Committee
The Audit & Risk Committee is constituted in line with Treasury Circular No. 16/2005 on
establishment and operationalization of audit committees in the Public Service. There is an
Audit & Risk Committee Charter to guide the members in carrying out their mandate, which
is outlined in the charter.

The Committee routinely invites the Managing Director, and at times the other key staff to
attend the meetings. The Manager, Internal Audit is the Secretary to the Committee.

Attendance of Meetings:

The Committee held 5 meetings during the period which were well attended as shown below:

NAME ATTENDANCE
1. Mrs. Patience Nyaoga 5
2. Arch. Muraya Kariuki 5
3. Mrs. Eunice Kigen 2
4. Mrs. Grace Ndugu 5

Staff & Remuneration Committee

There is provision for a Staff & Remuneration Committee whose mandate includes
determining the terms and conditions of service of staff and approval of recommendations
for appointment and disciplinary issues of senior staff. When appropriate, the Committee
invites other members of the Board and staff to its meetings.

Attendance of Meetings:

The Committee held 7 meetings during the period which were well attended as shown below:

NAME ATTENDANCE
1 Mr. Philip Mongony 7
2 Mrs. Patience Nyaoga !
3 Mr. Joakim Kamere !
4 Mrs. Grace Ndugu &
55 Eng. Julius Mwathani ¢
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED

CORPORATE GOVERNANCE STATEMENT (continued)

FOR THE YEAR ENDED 30 JUNE 2018

BOARD COMMITTEES (continued)

c)

Finance & Strategy Committee
The Finance & Strategy Committee was proposed by a previous board, and a Charter approved
along with a Board.

Attendance of Meetings:

The Committee held 5 meetings during the period which were well attended as shown below:

NAME ATTENDANCE
1 Mr. Philip Mongony 5
Arch. Muraya Kariuki 5
3 Mr. Joakim Kamere 5
5 Mrs. Grace Ndugu 5
6 Eng. Julius Mwathani 5

d) Regular and Special Meetings
The Board of Directors held 3 regular meetings and 7 special meetings. They were attended

as follows:
» Reqgular meetings
NAME ATTENDANCE
| Mr. Philip Mongony 3
3
2 Arch. Muraya Kariuki
3
Mr. Kenneth Sigilai
3 Mr. Joakim Kamere .
3
5 Mrs. Grace Ndugu
6 Eng. Julius Mwathani 3
7 Mrs. Patience Nyaoga 3
» Special Meetings
NAME ATTENDANCE
1 Mr. Philip Mongony 7
2 Arch. Muraya Kariuki 7
3 Mr. Kenneth Sigilai 7
4 Mr. Joakim Kamere 7
5 Mrs. Grace Ndugu 7
6 Eng. Julius Mwathani 7
7 Mrs. Eunice Kigen 7
8 Mrs. Patience Nyaoga 7

NB: There was no Conflict of Interest recorded for the meetings that were convened.
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED
CORPORATE GOVERNANCE STATEMENT (continued)
FOR THE YEAR ENDED 30 JUNE 2018

DIRECTORS' REMUNERATION

Remuneration of Directors is determined by the appointing authorities in line with guidelines and
recommendations of the State Corporations Advisory Committee.

MAJOR STAKEHOLDERS

During the period under review, the Company fully engaged with the following major stakeholders:
The Government of Kenya through the Ministry of Energy & Petroleum and The National Treasury;
Funding and Development partners including the World Bank; African Development Bank (AfDB);
Agence Frangaise de Développement (AFD); European Investment Bank (EIB); JICA; Exim Bank of
China; Kreditanstalt fir Wiederaufbau (KfW) and Exim Bank of India. Others include the Kenya Power;
Kenya Energy Generating Company Limited (KenGen); Geothermal Development Company Limited
(GDC); Rural Electrification Authority, (REA) Energy Regulatory Commission (ERC); Independent
Power Producers (IPPs) and other electricity sub-sector players.

The State Corporations Advisory Committee (SCAC) requires the Board to carry out self-evaluation

every year. It is also a requirement under MWONGOZO, referred to earlier. The results for previous
year's performance evaluation were submitted by SCAC to the Chairman.
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED
MANAGEMENT DISCUSSIONS AND ANALYSIS
FOR THE YEAR ENDED 30 JUNE 2018

KETRACO signed a performance contract with the Government of Kenya through the Ministry of
Energy. The contract outlined the deliverables and measures of success for the year 2017/2018. It
aimed at enhancing efficiency and effective service delivery to Kenyans in line with the provision of
the Constitution, Kenya Vision 2030 and the Big Four Agenda.

FINANCIAL STEWARDSHIP AND FISCAL DISCIPLINE

1.

Absorption of Allocated Funds

In the financial year 2017/18, KETRACO absorbed all the funds allocated to construction of
transmission lines and related activities totalling to Kshs. 25,967 Million.
Appropriation-in-Aid

The Company generated Kshs. 2,355 Million A-I-A against a target of Kshs. 2,151 Million. The
A-I-A was realised from wheeling revenue, interest income and fibre optic revenue.
Pending Bills

The Company had pending bills of Kshs. 5.4 Billion which was 22.87% of the budget. The
pending bills were attributed to limited budgetary allocation and delays in disbursement of
funds.

SERVICE DELIVERY

4.

Service delivery innovations

To improve on service delivery, the company acquired an Integrated Location Intelligence
System (ILIS) to automate and enhance Wayleave Management operations.
Resolution of Public complaints

KETRACO ensured prompt resolution of public complaints. The company reviewed its
grievances handling management system to enhance resolution of public complaints. The
relevant staff were trained on effective complaints management.

CORE MANDATE

6.

Vision 2030 Flagship Projects/Programmes.

In the financial year, KETRACO completed an additional 81.3km of new lines bringing the total
length of completed lines to 1880km. These lines included

i 44km ,132kV Kisii-Awendo line

ii. 37.3 km, 132kV Ndhiwa - Awendo line

Project Completion Rate

In the contract period the company was also implementing other 14 transmission lines projects.
The completion rate of the programmed activities was 69.74%. The completion rate was
affected by wayleave challenges, some contractors’ ineffectiveness, inadequate budget
allocation and delayed disbursement of funds.

IMPLEMENTATION OF PRESIDENTIAL DIRECTIVES

During the year, KETRACO implemented all Presidential directives, circulars and executive orders
issued and relevant to its mandate. This includes allocation of resources to priority areas without
wastages, ethics and integrity, initiation of electronic procurement and uploading of tenders in the e-
procurement platform.

20






KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED
MANAGEMENT DISCUSSIONS AND ANALYSIS (continued)
FOR THE YEAR ENDED 30 JUNE 2018

MINIMUM 30% PROCUREMENT BUDGET ALLOCATED TO YOUTH, WOMEN AND PERSONS WITH
DISABILITIES (AGPO)

In the financial year 2017/18, total procurement amounting to KShs. 176,188,784.40 was awarded
to the target groups namely, youth, women and persons living with disabilities.

MINIMUM 40% PROCUREMENT BUDGET DEDICATED TO LOCALLY PRODUCED GOODS AND
SERVICES (BUY KENYA BUILD KENYA): MINIMUM 40% PROCUREMENT BUDGET

Kshs. 799,998,381.8 of goods and services were procured locally by the company in the year
2017/18. One Supplier sensitization was held on 22" and 23" March 2018.

CROSS-CUTTING ISSUES
1. Asset Management

This was done through inventory management and disposal of idle assets.
2. Youth Internships/industrial Attachments/Apprenticeships

The Company offered 37 internships and 98 industrial attachment opportunities to university
students.

3. Competence Management

To improve on performance, the company undertook an assessment of all employee
performance and identified skills gap filled through training. The Company also identified data
needs and gaps relevant to its mandate, collected and organised the data in order to inform
policy decisions and resource allocation.

4. Disability Mainstreaming
During the contract period, KETRACO implemented Government policy on affirmative action
for persons with disabilities by providing equal employment opportunities and ensured ease of
access and information.

5. Prevention of HIV/AIDS infections

Prevention of HIV/AIDs was done by offering free condoms, training staff on HIV prevention
and creating awareness in project affected areas.

6. Safety and Security Measures

The company undertook safety measures to take care of all aspects relating to the safety and
security of personnel, documents, information, equipment and assets by taking insurance cover
for staff, office equipment and vehicles, contracting security officers and armed police for key
substations, backing up data and undertaking safety drills. Staff were sensitized on counter
terrorism and bomb disposal measures.
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED
MANAGEMENT DISCUSSIONS AND ANALYSIS (continued)
FOR THE YEAR ENDED 30 JUNE 2018

7. National Cohesion and Values

The company continued to promote national cohesion, national values and principles of
governance by identifying and recognizing national value champions, creating awareness,
information dissemination, sensitizing the values committee, public participation in projects
implementation and ensuring sustainable development in project implementation by
undertaking Environment and social impact assessments.

8. Corruption Prevention

The company continued combating and preventing corruption by reviewing and updating the
following documents: Whistle Blowing Policy, Fraud and Anti-Corruption Policy, Conflict of
Interest Policy and Gifts and Benefit Policy. Quarterly reports were submitted to EACC on
time.
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED
CORPORATE SOCIAL RESPONSIBILITY STATEMENT
FOR THE YEAR ENDED 30 JUNE 2018

OUR CSR APPROACH

Guided by the principles of a responsible corporate citizen, the Company remains committed to
engagement with local communities in project affected areas, the general public, sector partners and
other stakeholders aiming at cultivating their goodwill, cooperation and amicable association. In this
regard, KETRACO ensured that all projects are implemented through a consultative process with
stakeholders' right from the initial project planning through to commissioning. The Company further
ensured that its operations were carried out observing professional and humane practices taking into
account that construction of transmission projects involves acquisition of land for substations and
wayleaves access for the lines. This necessitates compensation and at times resettlement of the
Projects

Affected Persons (PAPs) and the need to expedite the process harmoniously.

Guided by its Corporate Social Responsibility Policy, that was enacted in the financial year 2015/16,
the Company actively participated in several engagements with various stakeholders. These
engagements were propelled by the belief that change in society needs to start from the foundation,
and impact affect all members of a society regardless of demographics. As such, the Company
focused on environmental conservation, education, health and employment as the key elements
affecting its Project affected Persons.

ENVIRONMENTAL CONSERVATION

For every project implemented the Company commits itself to establishing and maintaining high
quality standards in environmental protection and conservation. KETRACO has put in place a Safety,
Health and Environment (SHE) Management System which ensures that safety, health and
environmental concerns are managed in a comprehensive and effective manner. The SHE
Management System guides operation through two key concerns:

ENVIROMENTAL POLICY

KETRACO ensures that all its project activities undergo a process of thorough investigation to identify
the possible impacts that they may have on the environment as well as the social wellbeing of the
affected communities. The information analysed is used to formulate mitigation measures that are
necessary to avoid, minimize or offset predicted adverse impacts. Some tools used in this process
include Environmental and Social Impact Assessment (ESIA), Environmental Audits (EA), Geographic
Information Systems (GIS), Resettlement Action Plan, (RAP) and Indigenous People Plan (IPP).
Further to this, KETRACO cooperates with Environmental Agencies, Donors and the Public on
programmes to protect the environment; provide the necessary training for its employees to ensure
that they have the knowledge and capability to conduct operations in a manner that is consistent with
sound environmental practices; and also provides the necessary resources, advice and guidance to
ensure implementation and communication of this policy.

HEALTH AND SAFETY POLICY

KETRACO commits to conduct all its operations in a healthy and safe manner and in compliance with
relevant legislations. The Company recognizes that prevention of accidents and ill health is essential
to the efficient operation of its business. Accordingly, the control and management of health and
safety issues commands at least equal prominence, when balanced against operational and
commercial considerations. KETRACO's principal safety and health objective is to provide a safe
working environment, for employees, contract personnel and members of the general public who may
be put at risk by the activities of the Company.
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED
CORPORATE SOCIAL RESPONSIBILITY STATEMENT (continued)
FOR THE YEAR ENDED 30 JUNE 2018

EDUCATION

KETRACO endeavours to support community efforts in ensuring education opportunities are availed
by way of supporting school infrastructure and provision of equipment such as desks and books. In
addition,the Company also avails its staff to offer mentorship to interns/attachees amongst other
young minds in a bid to shape the generation of learners. This year the Company also participated in
the Agriculture Society of Kenya (ASK) shows in Nakuru and Mombasa Nairobi, where staff took time
to shape the young inquisitive minds visiting the show grounds. The Company donated exercise books
to the ASK administration to distribute to identified schools in an effort to reduce the cost of
education to schools and parents. Further, colorful, simplified story books on electricity were
distributed to primary school age children in a bid to spark interest in STEM subjects.

HEALTH AND SPORTS

On the sports and recreation front, KETRACO supports initiatives that are aimed at ensuring the youth
have healthy minds and bodies, and that are geared towards a cause. To this end the Company
participated in and supported the Standard Chartered Nairobi Marathon, a tradition it has held for the
past six years.
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED
REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 30 JUNE 2018

The directors have pleasure in presenting their report together with the audited financial statements
of Kenya Electricity Transmission Company Limited (the “company”) for the year ended 30 June
2018 which show its state of affairs.

PRINCIPAL ACTIVITIES

The principal activity of the company is to design, construct, operate and maintain electricity
transmission infrastructure that forms the backbone of Kenya's National Transmission Grid, build
interconnectors to facilitate regional power trade, and to wheel electricity to The Kenya Power and
Lighting Company Limited and other end users from generators who produce power in bulk.

RESULTS

KShs'000
Profit before taxation 675,186
Taxation charge (239,357)
Profit for the year transferred to retained earnings 435,829
DIVIDENDS

The directors do not recommend the payment of a dividend in respect of the year 2017/2018. No
dividend was paid in the previous financial year, 2016/2017.

DIRECTORS
The directors who served during the year and to the date of this report are set out on page 1.

STATEMENT AS TO THE DISCLOSURE TO THE COMPANY'S AUDITORS
With respect to each director at the time this report was approved:

(@) thereis, so far as the person is aware, no relevant audit information of which the company's
auditor is unaware; and,

(b)  the person has taken all the steps that the person ought to have taken as a director so as to be
aware of any relevant audit information and to establish that the company's auditor is aware
of that information.

TERMS OF APPOINTMENT OF THE AUDITORS

The Auditor General is responsible for the audit of the company’ statutory financial statements in
accordance with section 23(i) of the Public Audit Act ,2015. Section 23(i) of the act empowers the
Auditor General to appoint other auditors to carry out the audit on his behalf.

The Auditors, Messrs. Ernst & Young LLP, were appointed to office and have indicated their
willingness to continue in office in accordance with the company's Articles of Association and Section
719 of the Kenyan Companies Act, 2015. The directors monitor the effectiveness, objectivity and
independence of the auditor. The directors also approve the annual audit engagement contract which
sets out the terms of the auditors’ appointment and the related fees. The agreed auditors'
remuneration for the company of KShs 3,920,800, has been charged to profit or loss in the year.

By Order o oard
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED
STATEMENT OF DIRECTORS' RESPONSIBILITIES
FOR THE YEAR ENDED 30 JUNE 2018

The Kenyan Companies Act, 2015 requires the directors to prepare financial statements for each
financial year that give a true and fair view of the financial position of the Company as at the end of
the financial year and of its profit or loss for that year. It also requires the directors to ensure that
the Company maintains proper accounting records that (a) show and explain the transactions of the
Company; (b) disclose, with reasonable accuracy, the financial position of the Company and (c) enable
the directors to ensure that every financial statement required to be prepared complies with the
requirements of the Kenyan Companies Act, 2015.

The directors accept responsibility for the preparation and presentation of these financial statements
in accordance with the International Financial Reporting Standards and in the manner required by the
Kenyan Companies Act, 2015. They also accept responsibility for:

(i) designing, implementing and maintaining such internal control as they determine necessary to
enable the presentation of financial statements that are free from material misstatement, whether
due to fraud or error;

(ii) selecting suitable accounting policies and applying them consistently; and

(iidmaking accounting estimates and judgements that are reasonable in the circumstances.

Having made an assessment of the Company’s ability to continue as a going concern, the directors
are not aware of any material uncertainties related to events or conditions that may cast doubt upon
the Company's ability to continue as a going concern.

The directors acknowledge that the independent audit of the financial statements does not relieve
them of their responsibilities.

Approved by the Board of Directors on............ ' .. maﬁ, .2019 and signed on its behalf by:
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REPUBLIC OF KENYA

P.O. Box 30084-00100
NAIROBI

Telephone: +254-20-342330
Fax: +254-20-311482
E-mail: oag@oagkenya.go.ke
Website: www.kenao.go.ke

OFFICE OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR-GENERAL ON KENYA ELECTRICITY TRANSMISSION
COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE 2018

REPORT ON THE FINANCIAL STATEMENTS
Opinion

The accompanying financial statements of Kenya Electricity Transmission Company
Limited (KETRACO) set out on pages 30 to 63, which comprise the statement of financial
position as at 30 June 2018, and the statement of profit or loss and other comprehensive
income, statement of changes in equity and statement of cash flows for the year then
ended, and a summary of significant accounting policies and other explanatory
information, have been audited on my behalf by Ernst and Young, auditors appointed
under Section 23 of the Public Audit Act, 2015. The auditors have duly reported to me the
results of their audit and on the basis of their report, | am satisfied that all the information
and explanations which, to the best of my knowledge and belief, were necessary for the
purpose of the audit were obtained.

In my opinion, the financial statements present fairly, in all material respects, the financial
position of Kenya Electricity Transmission Company Limited as at 30 June 2018, and of
its financial performance and its cash flows for the year then ended, in accordance with
International Financial Reporting Standards and comply with the Public Finance
Management Act, 2012 and State Corporations Act, Cap 446 (Revised 2013).

Basis for Opinion

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSA!s). | am independent of Kenya Electricity Transmission Company
Limited in accordance with ISSAI 30 on Code of Ethics. | have fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. | believe
that the audit evidence | have obtained is sufficient and appropriate to provide a basis for
my opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of financial statements. There were no key audit matters to report
in the year under review.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES
Conclusion

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

Report of the Auditor-General on the Financial Statements of Kenya'Electricity Transmission Company Limited for
the year ended 30 June 2018

Promoting Accountability in the Public Sector




and Effectiveness in Use of Public Resources section of my report, | 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. Pending Wayleave Compensations

Information available indicates that the Company had pending wayleave compensations
totalling Kshs.4,588,425,101 as at 30 June 2018 incurred in the years 2012 to 2018. The
compensations relate to the projects listed in the appendix to my report. Management has
explained that the failure to pay the sums due resulted from insufficient budgetary
allocations, incomplete documentation and disputes with Project Affected Persons
(PAPs).

Delays in compensating PAPs may lead to project delays, cost escalations and legal suits.
2. Delays in Completion of Projects

As reported in the previous year, significant delays were noted in completion of four (4) of
the projects under implementation by the Company, as detailed below:

2.1. Nairobi Ring Project

Completion of Nairobi Ring Project, which entails construction of a transmission line from
Suswa to Isinya, together with five (5) sub-stations at Suswa, Kimuka, Isinya, Athi River
and Komarock was behind schedule as at 30 June 2018. Four contractors were assigned
to implement the project at a combined contract price of approximately
Kshs.10,512,241,235. The works commenced in May 2012 and the initial scheduled
completion date was November 2014. However, by the time of concluding this report, the
Suswa and lIsinya substations had been completed, while Athi River, Kimuka and
Komarock (Malaa) substations were 99%, 92% and 37% complete respectively.

2.2. Lessos-Tororo Line: Kenya-Uganda Interconnector

Similarly, completion of the Lessos-Tororo Transmission Line Project which entails
construction of a transmission line from Lessos sub-station in Kenya to Tororo sub-station
near the Kenya-Uganda border was behind schedule. The Project, which is under
implementation by a Spanish contractor at an initial contract price of EUR 24,220,004.29
and Kshs.941,168,910 commenced in September 2013 and was scheduled to be
completed in April 2015. However, as at 30 June 2018, only 37% of the transmission lines
- and 40% of the substations had been completed. The contract was terminated in April
2016 due to non-performance by the contractor, following which the contractor obtained
court orders stopping KETRACO from accessing the site or hiring a new contractor until
a final settlement on the dispute is reached. At the time of concludlng this audit, the dispute
had not been resolved.

2.3. Power Transmission System Improvement Project

Further, the Power Transmission Systefn Improvemeht Project (PTSIP), comprises works
on six (6) transmission lines, fourteen (14) associated sub-stations and consultancy
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services at a total cost of Kshs.7,203,142,864. Included in the works are Nyahururu-
Nanyuki, Lessos-Kabarnet, Olkaria-Narok and Wote-Kitui-Mwingi Transmission Lines
which were due to be completed in December 2017 but were still ongoing by the time of
concluding this audit. According to management, the completion of the four transmission
lines was delayed due to inadequate counterpart funding for wayleave acquisition and
contractor financial challenges which led to slow delivery of materials. The contract with
initial contractor has since been terminated and a new contractor procured to complete
the projects. However, it is not clear why these risks were not identified at the project
planning stage and mitigation measures taken to minimize their expected impact on
project completion.

2.4. Exim Bank of India Funded Projects

In addition, Exim Bank of India funded projects entail two (2) transmission lines and six
(6) associated sub-stations. Among these is the Turkwel-Ortum-Kitale transmission line,
which is under construction by KEC International Limited at a contract price of
USD.11,861,976 (Kshs.1,230,225,696). The transmission line was scheduled to be
completed by August 2015, but only 89% of the works had been done as at 30 June 2018.
The Company’s project portfolio further includes construction of two (2) substations at
Kitale and Ortum at a contract price of USD.18,100,120 (Kshs.1,877,194,215). The two
substations were scheduled to be completed by December 2017, but were at 70% level
of completion as at 30 June 2018. According to management, delays in completion of the
substations arose from right of way challenges, inadequate budgetary allocation for
wayleave compensation and contractor underperformance that resulted from slow
delivery of work materials. Information provided indicates that the contract for the Ortum
and Kitale sub-stations has since been terminated by the Company because the
contractor was bankrupt and the process of procuring a new contractor to finalize the two
substations was underway. However, it is not clear why these risks were not identified at
the project planning stage and mitigation measures taken to eliminate or minimize their
adverse impacts on project completion.

Under the circumstances, completion of the four projects within the approved budgets and
timelines cannot be confirmed.

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion
As required by Section 7 (1) (a) of the Public Audit Act, 2015, based on the audit

procedures performed, | confirm that, except for the matters described in the Basis for
Conclusion on Effectiveness of Internal Controls, Risk Management and Governance
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Section of my report, nothing else has come to my attention to cause me to believe that
internal controls, risk management and governance were not effective.

1. Delays in Reconciliation of Bank and Cash Balances

Assessment of the control environment for cash and bank accounts revealed long
outstanding unreconciled bank balances amounting to Kshs.74million as at 30 June 2018,
with some of these dating back to 2016. Unreconciled balances increase the risk of
undetected errors and irregular transactions. Management say they have prioritized the
reconciliation of the balances and will monitor and adjust bank and cash records as per
requirements of public financial management regulations and good accounting practice.

2. Unreconciled Goods Received/Invoice Received Transactions

Review of management of receipts and payments for goods and services reflected in the
Company’s electronic Systems Applications and Products (SAP) accounting system
revealed critical control weaknesses as several large transactions for purchases of goods
and services were not reconciled.

The unreconciled transactions were valued at Kshs.1,130,576,000 as at 30 June 2018
with some of the balances having been outstanding for more than four years. Also,
sampling of the transactions revealed paid invoices totaling Kshs.25,462,500.

These anomalies reflect weak goods/invoice received controls that result from failure to
check and reconcile SAP records with actual payments and receipts. In the absence of
effective control, the risk of misstatements in the financial statements as well as
occurrence of errors and fraudulent activities on the account is high. Management have
indicated that they will enhance monitoring of the account and clear the outstanding items
during the 2018/19 financial year.

3. Unreconciled Project and Organization Expenditure Records

Review of project records revealed that data on project expenditures maintained by
project teams differed from that maintained by the finance department of the Company,
thus indicating that reconciliations between the two sets of records were not carried out
regularly. Failure to reconcile financial records increases risk of misstatement of the
financial statements. Management have indicated that the anomaly was caused by
exchange rate differences.

4. Absence of Policies on Aged Accounts Receivables

Assessment of controls on debtors’ management including debt collection and reporting
revealed significant weaknesses that included overdue accounts, lack of a published
policy on receivables management and insufficient details on the nature of old debts.

Receivables totaling Kshs.1,555,212,000 were more than 90 days old as at 30 June 2018.
Further, information provided in the accounts receivable aging report on balances older
than 120 days was scanty as it did not outline efforts made in collecting the debts or
indicate  whether additional measures were to be taken with a view to recover the
amounts.
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Apparently, management have not established an accounts receivable management
policy and as a result, debt collection efforts are neither elaborate nor consistent.

The large aging receivables balance could result in losses through bad debts and, in
addition, weaken the Company’s working capital position.

Management have undertaken to improve monitoring and reporting on accounts
receivable. Also management have indicated that they have prepared the policy
guidelines on management of debts and will present these to the Board for approval
during the 2019/20 financial year.

5. Delays in Preparation of Monthly Management Accounts

Monthly management accounts were not prepared and reviewed on time and as a result,
the risk of errors in financial statements was high with adjustments totaling
Kshs.5,462,893,861 made to correct accounting records during the audit. Management
have undertaken to prepare and review monthly management accounts on time.

In addition, the Company'’s policy on accruals for goods and services does not follow IFRS
practice as some accruals are recognized in the accounts even before goods or services
are received by the Company. In the year under review, the audit detected ‘accruals’
relating to unfulfilled local purchase orders totaling Kshs.205,491,066. Recognition of
such transactions as finalized purchases override financial control, contravenes both IFRS
requirements and Public Financial Management regulations and increases the risk of
financial mis-statement and fraudulent expenditures. Management have undertaken to
follow IFRS and Public Financial Management Regulations on accounting for accruals.

6. Unreconciled Tax Records

The tax-ledger account balance reflected in the trial balance was not reconciled with tax
filing records with the later showing a balance of Kshs.39,401,427 and the former
Kshs.51,477,224 leading to an unexplained variance of Kshs.12,075,797.

Understatement of the tax balance may lead to financial misstatement and cause the
Company incur tax penalties.

7. Inadequacies in Information Technology (IT) System Controls

Assessment of the Company’'s Information communication technology control
environment revealed several shortcomings and inadequacies. This included failure to
incorporate key operations such as human resource and project management in the SAP
reporting system because the relevant modules were not installed in the system. In the
absence of the modules, the Company has not enjoyed all the benefits that the software
system offers in way of enhanced data security, operational efficiency and effective use
of resources.

Management has undertaken to fully integrate the system with the Company’s operations
including project reporting.
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In addition, although most environment and physical controls on the Company’s
information technology assets are in place, some critical policies on use of the assets
have either not been prepared or are yet to be approved by the Board. These include
policies on user-access, including authorizations and roles, usage and visitor logs, reports
on testing and monitoring of system changes as well as user activity and incident reports.
Also, SAP access rights of some former employees have not been cancelled, and
therefore the risk of improper use of the system is high.

Management have undertaken to prepare the pending polices and have all IT policies
approved by the Board before the end of the 2019/20 financial year.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 1315 and ISSAI 1330. The standards
require that | plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and governance were
operating effectively, in all material respects. | believe that the audit evidence | have
obtained is sufficient and appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
As required by Kenyan Companies Act, | report based on my audit, that:

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

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

ii. The financial statements are in agreement with the accounting records and returns.

Responsibilities of Management and Those Charged with Governance

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

In preparing the financial statements, management is responsible for assessing the ability
of the Company to continue as a going concern, disclosing, as "applicable, matters related
to going concern and using the going concern basis of accounting unless the management
either is aware of the intention to liquidate the Company or have its operations cease.

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.
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In 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.

Those charged with governance are responsible for overseeing the financial reporting
process, reviewing the effectiveness of how the entity monitors compliance with relevant
legislative and regulatory requirements, ensuring that effective processes and systems
are in place to address key roles and responsibilities in relation to governance and risk
management, and ensuring the adequacy and effectiveness of the control environment.

Auditor-General’s Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with ISSAls will always detect a
material misstatement and weakness 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.

In addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, | consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7 (1) (a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the ISSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
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inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

As part of an audit conducted in accordance with ISSAIs, | exercise professional
judgement and maintain professional skepticism throughout the audit. | also:

Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

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

Conclude on the appropriateness of the management’s use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on the
ability of the Company to continue as a going concern or to sustain its services. If |
conclude that a material uncertainty exists, | am required to draw attention in the
auditor’'s report to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify my opinion. My conclusions are based on the
audit evidence obtained up to the date of my audit report. However, future events or
conditions may cause the Company to cease to continue as a going concern or to
sustain its services.

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

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Company to express an opinion on the financial statements.

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

| communicate with the management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that are identified during the audit.
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| also provide management with a statement that | have complied with relevant ethical
requirements regarding independence, and communicate with them all relationships and
other matters that may reasonably be thought to bear on my independence, and where
applicable, related safeguards.

FCPA Edward R. O. Ouko, CBS
AUDITOR-GENERAL

Nairobi

10 July 2019
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APPENDIX

Pending Wayleave Compensations

Project Name Amount (Kshs)
Ethiopia-Kenya 641,182,625
Olkaria-Lessos-Kisumu 556,975 532
Lessos-Tororo 553,863,847
Loiyangalani-Suswa 546,941,106
Sondu-Homabay-Ndhiwa-Awendo 489,327,675
Isinya-Suswa 479,787,448
Nanyuki-Isiolo-Meru 456,363,540
Mombasa - Nairobi 299,708,447
Tukwel-Ortum-Kitale 187,338,217
Kisii -Awendo 142,293,685
Bomet-Sotik 56,948,587
Machakos-Konza-Kajiado-Namanga 29,337,881
Rabai-Malindi-Garsen-Lamu 29,207,217
Kilimambogo-Thika-Githambo 22,325,773
Ishiara-Kieni 22,081,650
Eldoret-Kitale 21,562 127
Kenya-Tanzania 17,430,562
Mumias Rangala 16,367,906
Mwingi-Kitui-Sultan-Hamud-Wote 4,228,513
Kindaruma-Mwingi-Garissa 3,912,731
Olkaria-Narok 3,745,137
Thika-Githambo 3,119,930
Lessos-Kabarnet 2,754,965
Olkaria-Suswa 1,500,000
Menengai-Soilo 120,000

Total

4,588,425,101
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED
STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 30 JUNE 2018

REVENUE

Wheeling revenue

Grants from National Government
Other income

TOTAL REVENUE

OPERATING EXPENSES

Administration costs

Distribution costs

Depreciation of property and equipment
Amortization of intangible assets

TOTAL OPERATING EXPENSES
OPERATING PROFIT

Loss on disposal of property and equipment

Finance income

Finance costs

PROFIT BEFORE TAXATION
INCOME TAX EXPENSE

PROFIT FOR THE YEAR

Other comprehensive income/ (loss) for the

year, net of tax

Total comprehensive income for the year net of

tax

Earnings per share - basic and diluted

Notes

4 (a)

7 (a)

13
14

10

11

12

30

2018 2017
KShs' 000 KShs' 000
2,011,000 2,011,000
1,094,447 690,325
69,030 30,784
3,174,477 2,732,109
(1,398,660) (1,003,544)
(245,012) (812,845)
(1,015,701) (489,920)
(47,211) (10,911)
(2,706,584) (2,317,220)
467,893 414,889
(3,933) (2,299)
274,982 235,784
(63,756) (81,929)
675,186 566,445
(239,357) (136,649)
435,829 429,796
435,829 429,796
21,791 21,490






KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED

STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2018

ASSETS

Non-current assets
Property and equipment
Intangible assets
Deferred tax assets

Current assets

Trade and other receivables
Tax recoverable

Cash and bank balances

TOTAL ASSETS

EQUITY AND LIABILITIES
Capital and reserves
Share capital

Retained earnings

Non-current liabilities
Deferred grant income
Amount due to related parties
Deferred revenue

Borrowings

Current liabilities

Borrowings

Deferred grant income
Amount due to related parties
Trade and other payables

Tax payable

TOTAL EQUITY AND LIABILITIES

The financial statements on pa%is

Eng. Ja/r@b?e(/@e\(—

31

2018 2017

Notes KShs'000 KShs'000

13 146,189,270 125,856,705

14 306,640 19,357

24 147,504 144,094

146,643,414 126,020,156

15(a) 6,251,106 4,161,239

11(c) E 39,623

16 4,225,753 4,639,427

10,476,859 8,840,289

157,120,273 134,860,445

17 2,000 2,000

18 2,524,440 2,088,611

2,526,440 2,090,611

19(c) 133,864,986 109,247,617

20 (a) 816,608 5,717,607

21 502,261 502,261

22 3,255,607 2,517,251

138,439,462 117,984,736

22 2,968,752 278,768

19 () 869,447 389,225

20 (a) 562,465 810,548

23 11,753,212 13,306,557

11(c) 495 -

16,154,371 14,785,098

157,120,273 134,860,445

30 to 63 were approved and authorised for issue by the board of

Mcﬁ) ............... 2019 and were signed on its behalf by:

FCPA Férmanees Barasa- Managing Director
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2018

At 1 July 2016
Total comprehensive income for the year

At 30 June 2017

At 1 July 2017

Total comprehensive income for the year

At 30 June 2018

Share
capital
KShs'000

2,000

2,000

2,000

2,000

32

Retained
earnings
KShs'000

1,658,815
429,796

2,088,611

2,088,611

435,829

2,524,440

Total
equity
KShs'000

1,660,815
429,796

2,090,611

2,090,611

435,829

2,526,440






KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2018

Cash flows from operating activities

Cash (used in)/ generated from operations
Tax paid

Net cash (used in)/ generated from operating activities
Cash flows from investing activities

Additions to property and equipment
Additions to intangible assets

Proceeds on disposal of assets

Net cash used in investing activities

Cash flows from financing activities

Grants received

Proceeds from borrowings

Repayment of borrowings

Net cash generated from financing activities
Decrease in cash and cash equivalents

Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Represented by:

Cash and bank balances

33

Notes

25
11(0)

13
14

19(b)
22
22

16

2018 2017
KShs'000 KShs'000
(7,855,954) 2,641,895
(202,649) (118,244)
(8,058,603) 2,523,651

(21,353,747)

(23,132,519)

(334,494) (23,865)
1,548 2,243
(21,686,693) (23,154,141)
25,967,038 20,578,965
3,594,268 .
(229,684) (283,803)
29,331,622 20,295,162
(413,674) (335,328)
4,639,427 4,974,755
4,225,753 4,639,427
4,225,753 4,639,427






KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1.

The principal accounting policies adopted in the preparation of these financial statements are set
out below. These policies have been consistently applied to all years presented, unless otherwise
stated.

(@)

(b)

Basis of preparation

The financial statements are prepared in compliance with International Financial Reporting
Standards (IFRS) and its interpretations as issued by the International Accounting Standards
Board (IASB) and in the manner required by the Kenyan Companies Act, 2015. The financial
statements are presented in the functional currency, Kenya Shillings (KShs) and prepared
under the historical cost convention except where otherwise stated in the accounting
policies below.

For the purpose of reporting under the Kenyan Companies Act, 2015, the balance sheet in
the financial statements is represented by the statement of financial position and the
statement of profit or loss and other comprehensive income represents the profit and loss
account.

The financial statements are presented in Kenyan Shillings and all values are rounded to the
nearest thousand (KShs'000), except when otherwise indicated.

New and amended standards, interpretations and improvements

The accounting policies adopted are consistent with those of the previous financial year,
except for the following amendments to IFRS effective as of 1 January 2017. The Company
has not early adopted any standard, amendment or interpretation that has been issued but
is not effective. The new standards and amendments effective as of 1 January 2017 are
listed below:

= |AS 7 Disclosure Initiative - Amendments to IAS 7

] IAS 12 Recognition of Deferred Tax Assets for Unrealised Losses - Amendments to IAS
12

= IFRS 12 "Disclosure of Interests in Other Entities” - Clarification of the scope of the
disclosure requirements in IFRS 12

IAS 7 Disclosure Initiative - Amendments to IAS 7

The amendments require entities to provide disclosure about changes in their liabilities
arising from financing activities, including both changes arising from cash flows and non-
cash changes (such as foreign exchange gains or losses). The company has provided the
information in note 25.

Amendments to IAS 12 Income Taxes: Recognition of Deferred Tax Assets for Unrealised
Losses.

The amendments clarify that an entity needs to consider whether tax law restricts the
sources of taxable profits against which it may make deductions on the reversal of
deductible temporary difference related to unrealised losses. Furthermore, the
amendments provide guidance on how an entity should determine future taxable profits and
explain the circumstances in which taxable profit may include the recovery of some assets
for more than their carrying amount. The application has no effect on the Company's
financial position and performance as the Company has no deductible temporary differences
or assets that are in the scope of the amendments.

Amendments to IFRS 12 Disclosure of Interests in Other Entities: Clarification of the scope
of disclosure requirements in IFRS 12.

The amendments clarify that the disclosure requirements in IFRS 12, other than those in
paragraphs B10-B16, apply to an entity's interest in a subsidiary, a joint venture or an
associate (or a portion of its interest in a joint venture or an associate) that is classified (or
included in a disposal group that is classified) as held for sale. The amendments have no
impact on the Company’s financial statements.

34






KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)
FT‘OR THE YEAR ENDED 30 JUNE 2018

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(b) New and amended standards, interpretations and improvements (continued)
Standards, improvements and amendments issued but not yet effective

The list of standards, improvements and amendments that are effective for periods beginning on or
after 1 January 2018 are listed below:

Effective for annual periods beginning on or after 1 January 2018

IFRS 15 Revenue from Contracts with Customers

IFRS 9 Financial Instruments

Classification and Measurement of Share-based Payment Transactions- Amendments to IFRS 2

Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts - Amendments to IFRS 4

Transfers of Investment Property (Amendments to IAS 40)

IFRIC Interpretation 22 Foreign Currency Transactions and Advance Consideration

Annual Improvements 2014-2016 cycle

o AIP IFRS 1 First-time Adoption of International Financial Reporting Standards - Deletion of
short-term exemptions for first-time adopters

o AIP IAS 28 Investments in Associates and Joint Ventures - Clarification that measuring
investees at fair value through profit or loss is an investment - by - investment choice.

Effective for annual periods beginning on or after 1 January 2019

IFRS -16 Leases

IFRIC Interpretation 23 Uncertainty over Income Tax Treatments

Prepayment Features with Negative Compensation - Amendments to IFRS 9
Plan Amendment, Curtailment or Settlement-Amendments to IAS 19

Long-term Interests in Associates and Joint Ventures - Amendments to IAS 28
AIP IFRS 3 Business Combinations - Previously held Interests in a joint operation
AIP IFRS 11 Joint Arrangements - Previously held Interests in a joint operation
AIP 1AS 12 Income Taxes - Income tax consequences of payments on financial instruments
classified as equity

= AIP IAS 23 Borrowing Costs - Borrowing costs eligible for capitalization

Effective for annual periods beginning on or after 1 January 2020
= The Conceptual Framework for Financial Reporting

Effective for annual periods beginning on or after 1 January 2021
= |FRS 17 Insurance Contracts

Deferred effective date
Amendments to IFRS 10 and IAS 28: Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture.

The standards improvements and amendments that are issued, but not yet effective, up to the date
of issuance of the Company's financial statements which are relevant to the Company are disclosed
below. The Company intends to adopt these standards, if applicable, when they become effective.

IFRS 9 Financial Instruments

In July 2014, the IASB issued the final version of IFRS 9 Financial Instruments which reflects all
phases of the financial instruments project and replaces IAS 39 Financial Instruments: Recognition
and Measurement and all previous versions of IFRS 9. IFRS 9 brings together all three aspects of
the accounting for financial instruments project: classification and measurement, impairment and
hedge accounting. IFRS 9 is effective for annual periods beginning on or after 1 January 2018, with
early application permitted. Except for hedge accounting, retrospective application is required but
providing comparative information is not compulsory. For hedge accounting, the requirements are
generally applied prospectively, with some limited exceptions.

The Company plans to adopt the new standard on the required effective date. During 2017, the
Company has performed a high-level impact assessment of all three aspects of IFRS 9. This
preliminary assessment is based on currently available information and may be subject to changes
arising from further detailed analyses or additional reasonable and supportable information being
made available to the Company in the future. Overall, the Company expects no significant impact
on its balance sheet and equity.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(b) New and amended standards, interpretations and improvements (continued)

Standards, improvements and amendments issued but not yet effective (continued)

IFRS 9 Financial Instruments (continued)

(@) Classification and measurement

The company does not expect a significant impact on its statement of financial position or
equity on applying the classification and measurement requirements of IFRS 9.

Loans and receivables are held to maturity, investments are held to correct contractual
cashflows and are expected to give rise to cashflows representing solely payments of principal
and interest. Thus, the company expects that these will continue to be measured at amortised
costs under IFRS 9. However, the company will analyse the contractual cashflows
characteristics of those instruments in more details before deciding whether all those
instruments meet the criteria for amortised cost measurement under IFRS 9.

All other financial assets and financial liabilities will continue to be measured on the same
basis as is currently adopted under IAS 39.

(b) Impairment

Financial assets measured at amortised cost, receivables, amounts due from customer under
construction contracts, and financial guarantee contracts will be subject to the impairment
provisions of IFRS 9.

The company expects to apply the simplified approach to recognise lifetime expected credit
losses for its trade receivables as required or permitted by IFRS 9. In relation to the amounts
due from related parties (note 20), the directors have assessed that there has been a significant
increase in the credit risk of the loans to related parties, from initial recognition to 30 June
2018. Accordingly, the directors expect to recognise lifetime and 12-month expected credit
losses for these items respectively.

In general, the directors anticipate that the application of the expected credit loss model of
IFRS 9 will result in earlier recognition of credit losses for the respective items and will increase
the amount of loss allowance recognised for these items.

(c) Hedge accounting

The Company has no existing hedge relationships that qualify for hedge accounting under IFRS
9.

IFRS 15 Revenue from Contracts with Customers

IFRS 15 establishes a single comprehensive model for entities to use in accounting for revenue
arising from contracts with customers. IFRS 15 will supersede the current revenue recognition
guidance including IAS 18 Revenue, IAS 11 Construction Contracts and the related
Interpretations when it becomes effective.

The core principle of IFRS 15 is that an entity should recognise revenue to depict the transfer
of promised goods or services to customers in an amount that reflects the consideration to
which the entity expects to be entitled in exchange for those goods or services. Specifically,
the Standard introduces a 5-step approach to revenue recognition:

Step 1: Identify the contract(s) with a customer

Step 2: Identify the performance obligations in the contract

Step 3: Determine the transaction price

Step 4: Allocate the transaction price to the performance obligations in the contract
Step 5: Recognise revenue when (or as) the entity satisfies a performance obligation
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(b) New and amended standards, interpretations and improvements (continued)

Standards, improvements and amendments issued but not yet effective (continued)
IFRS 9 Financial Instruments (continued)

Under IFRS 15, an entity recognises revenue when (or as) a performance obligation is satisfied,
i.e. when ‘control’ of the goods or services underlying the particular performance obligation is
transferred to the customer. Far more prescriptive guidance has been added in IFRS 15 to deal
with specific scenarios. Furthermore, extensive disclosures are required by IFRS 15.

The directors of the company anticipate that the application of IFRS 15 in the future may not have
a significant impact on amounts reported in respect of the company'’s financial statements because
the company does not engage in complex revenue contracts.

IFRS 16 Leases
The IASB issued IFRS 16 Leases on 13 January 2016. The scope of the new standard includes
leases of all assets, with certain exceptions. A lease is defined as a contract, or part of a contract,

that conveys the right to use an asset (the underlying asset) for a period of time in exchange for
consideration.

Key features:

. The new standard requires lessees to account for all leases under a single on-balance sheet
model (subject to certain exemptions) in a similar way to finance leases under IAS 17.

° Lessees recognise a liability to pay rentals with a corresponding asset, and recognise
interest expense and depreciation separately.

° The new standard includes two recognition exemptions for lessees - leases of 'low-value'

assets (e.g., personal computer) and short-term leases (i.e., leases with a lease term of 12
months or less).

° Reassessment of certain key considerations (e.qg., lease term, variable rents based on an
index or rate, discount rate) by the lessee is required upon certain events.
° Lessor accounting is substantially the same as today's lessor accounting, using IAS 17's dual

classification approach.

The new standard is effective for annual periods beginning on or after 1 January 2019. Early
application is permitted, but not before an entity applies IFRS 15. The new standard permits a
lessee to choose either a full retrospective or a modified retrospective transition approach. The
standard will not have an effect on the company since the current assessment of wayleave
contracts indicates that they are not classified as leases but maybe subject to change in the future.

(c) Revenue recognition

Government grants are recognised as income over the period necessary to match them with the
related costs which they are intended to compensate on a systematic basis. Government grants
are recognised when there is reasonable assurance that the company will comply with the
conditions attached to the grants and there is certainity that the grants will be received.

The wheeling revenue is based on a fixed amount approved by the Energy Regulatory Commission.
The wheeling revenue is fixed at a specific annual amount based on KShs per watt.The rates are
reviewed yearly and adjustments communicated to KETRACO.

Revenue from rendering the service is recognised when all the following conditions are satisfied:

e the amount of revenue can be measured reliably;
it is probable that the economic benefits associated with the transaction will flow to the
company;

e thestage of completion of the transaction at the end of the reporting period can be measured
reliably; and

e the costs incurred for the transaction and the costs to complete the transaction can be
measured reliably.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(c) Revenue recognition (continued)

Interest income from a financial asset is recognised when it is probable that the economic
benefits will flow to the company and the amount of income can be measured reliably. Interest
income is accrued on a time basis, by reference to the principal outstanding and at the effective
interest rate applicable, which is the rate that exactly discounts estimated future cash receipts
through the expected life of the financial asset to that asset's net carrying amount on initial
recognition.

The company also sells dark fibre as it has installed fibre network cables along the transmission
lines, optic fibre revenue is recognised when it is probable that the economic benefits will flow
to the company and the amount of income can be measured reliably.

(d) Exchequer funding

Exchequer funding for capital expenditure is recorded when received and then accounted for
as deferred grant income. This is credited to the statement of profit or loss and other
comprehensive income as part of other income on a straight-line basis over the expected useful
life of the related assets.

(e) Taxation

Current tax

Current tax assets and liabilities for the current year 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 by the reporting date.

Current income tax relating to items recognised outside profit or loss is recognised outside
profit or loss. Management periodically evaluates positions taken in the tax returns with respect
to situations in which applicable tax requlations are subject to interpretation and establishes
provisions where appropriate.

Deferred tax is provided using the liability method for all temporary differences arising between
the tax base of the assets and liabilities and their carrying values for financial reporting
purposes. Currently enacted tax rates are used to determine deferred income tax.

Deferred tax

Deferred tax assets are recognised for tax losses carried forward only to the extent that
realisation of the related tax benefit can be foreseen.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to
set off current tax assets against current tax liabilities and the deferred taxes relate to the same
taxable entity and the same taxation authority.

Value added tax

Expenses and assets are recognised net of the amount of value added tax except;

When the value added tax incurred on purchase of assets and services are not recoverable from
the taxation authority, in which case the value added tax is recognised as part of the cost of
acquisition of the assets or as part of the expense items, as applicable, and when receivables
and payables are stated with the amount of value added tax included.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

1.

)

(@

(h)

Property and equipment

Property and equipment are stated as cost less accumulated depreciation and any
accumulated impairment losses. Historical cost includes expenditure that is directly
attributable to the acquisition of the items. Depreciation is calculated on straight line
method to write-off the cost of property, plant and equipment in equal annual instalments
over their estimated useful lives. Depreciation is calculated from the date of purchase of an
asset, using the following annual rates:

Capital work in progress Nil

Transmission lines 2.5%
Motor vehicles 25%
Furniture, fittings and office equipment 12.5%
Computers and accessories 33.3%

Depreciation is not charged to assets held under work in progress and land.
Impairment of non-current assets

The company assesses at each reporting date whether there is an indication that an asset
may be impaired. If such indication exists, the company makes an estimate of the asset’s
recoverable amount. Where the carrying amount of an asset exceeds its recoverable
amount, the asset is considered impaired and is written down to its recoverable amount.
Impairment losses are recognised in profit or loss.

An item of property and equipment is derecognised upon disposal or when no future
economic benefits are expected from its use or disposal. Any gain or loss arising on disposal
of the asset (calculated as the difference between the net disposal proceeds and the carrying
amount of the asset at the disposal date) is included in profit or loss in the year the asset is
derecognised.

The asset’s residual values, estimated useful lives and methods of depreciation are reviewed
at the end of each reporting period with the effect of any changes in estimate accounted for
on a prospective basis.

Intangible assets

Costs incurred on computer software are initially accounted for at cost as intangible assets
and subsequently at cost less any accumulated amortisation and accumulated impairment
losses. Amortisation is calculated on the straight-line basis over the estimated useful lives
not exceeding a period of 3 years.

Accounts receivables

Trade receivables are recognised at armotised cost using the effective interest rate method,
as reduced by appropriate allowances for estimated irrecoverable amounts. Objective
evidence of impairment of the receivables is when there is significant financial difficulty of
the counter party or when there is a default or delinquency in payment according to agreed
terms. When a trade receivable is considered uncollectible it is written off against the
allowance account. Subsequent recoveries of amounts previously written off are credited
against the allowance account. Changes in the carrying amount of the allowance account
are recognised in profit or loss.

Trade payables

Trade payables are obligations to pay for goods or services that have been acquired in the
ordinary course of business from suppliers. Accounts payable are classified as current
liabilities if payment is due within one year or less (or in the normal operating cycle of the
business if longer). If not, they are presented as non-current liabilities.

Trade payables are recognised initially at the transaction price and subsequently measured
at amortised cost using the effective interest method.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(j) Employee benefits costs

(i) Retirement benefit obligations- normal contributions

Payments to defined contribution retirement benefit plans are recognised as an expense
when employees have rendered service entitling them to the contributions. A defined
contribution plan is a pension plan under which the company pays fixed contributions into
a separate entity. The scheme is funded by contributions from both the company and
employees. The company and all its employees also contribute to the National Social
Security Fund, which is a defined contribution scheme.

(i) Retirement benefit obligations- top management

The company pays gratuity to top management on contract. The gratuity is paid at the
end of the contract period at the rate between 15% and 31% of the total basic salary over
the contract period. An accrual is made for gratuity based on the rate 15% and 31% per
annum.

The estimated liability for employees accrued leave entitlement at the reporting date is
recognised as an expense accrual.

(iii) Other entitlements

The estimated liability for employees accrued leave entitlement at the reporting date is
recognised as an expense accrual.

(k) Foreign currencies

The financial statements are presented in Kenya Shillings, which is the company’s functional
and reporting currency. In preparing the financial statements, transactions in currencies other
than the entity's functional currency (foreign currencies) are recognised at the rates of
exchange prevailing at the dates of the transactions. At the end of each reporting period,
monetary items denominated in foreign currencies are retranslated at the rates prevailing at
that date. Non-monetary items that are measured in terms of historical cost in a foreign
currency are not retranslated. Exchange differences on monetary items are recognised in profit
or loss in the period in which they arise.

() Cash and cash equivalents

For the purpose of the statement of cash flows, cash equivalents include short term liquid
investments which are readily convertible to known amounts of cash and which were within
three months to maturity when acquired, less advances from banks repayable within three
months from the date of advance, which are subject to an insignificant risk of changes in value.

(m) Provisions

Provisions are recognised when the Company has a present obligation (legal or constructive)
as a result of a past event, and it is probable that an outflow of resources embodying economic
benefits will be required to settle the obligation and a reliable estimate can be made of the
amount of the obligation.

Where the Company expects some or all of a provision to be reimbursed, for example under an
insurance contract, the reimbursement is recognised as a separate asset but only when the
reimbursement is virtually certain. The expense relating to any provision is presented in the
income statement net of any reimbursement. If the effect of the time value of money is
material, provisions are discounted using a current pre-tax rate that reflects the risks specific
to the liability. Where discounting is used, the increase in the provision due to the passage of
time is recognized as a borrowing cost.

(n) Leasehold land

Leasehold land is treated as prepaid lease and amortised over the period of the lease.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(o) Financial instruments

O]

Classification and measurement

The Company classifies its financial assets into the following IAS 39 categories: Financial
assets at fair value through profit or loss; loans and receivables; held to maturity financial
assets; and available for sale financial assets. Management determines the appropriate
classification of its financial instruments at initial recognition.

All financial assets are recognised initially at fair value plus transaction costs, except in
the case of financial assets recorded at fair value through profit or loss.

Purchases or sales of financial assets that require delivery of assets within a time frame
established by regulation or convention in the market place (reqular way trades) are
recognised on the trade date, i.e. the date that the Company commits to purchase or sell
the asset.

Financial assets at fair value through profit or loss,

This category has two sub-categories: Financial assets held for trading and those
designated at fair value through profit or loss at inception.

A financial asset is classified as held for trading if:

It has been acquired or incurred principally for the purpose of selling or repurchasing it in
the near term; or

On initial recognition it is part of a portfolio of identified financial instruments that the
Company manages together and for which there is evidence of a recent actual pattern of
short-term profit taking; or;

It is a derivative that is not designated and effective as a hedging instrument.

A financial asset other than a financial asset held for trading may be designated as at fair
value through profit or loss.

Such designation eliminates or significantly reduces a measurement or recognition
inconsistency that would otherwise arise; or

(@) The financial asset forms part of a Group of financial assets or financial liabilities or
both, which is managed and its performance is evaluated on a fair value basis, in
accordance with the Company’s documented risk management or investment strategy
and information about the grouping is provided internally on that basis; or

(b) It forms part of a contract containing one or more embedded derivatives, and IAS 39
Financial Instruments: Recognition and Measurement, permits the entire combined
contract (asset or liability) to be designated as at fair value through profit or loss.

Financial instruments at fair value through profit or loss are recognised initially at fair
value; transaction costs are taken directly to profit or loss. Gains and losses arising from
changes in fair value are included directly in profit or loss. The net gain or loss recognised
in the profit or loss incorporates any dividend or interest earned on the financial asset.
The Company has not designated any financial assets at fair value through profit or loss.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. After initial measurement, such
financial assets are subsequently measured at amortised cost using the EIR method, less
impairment. Amortised cost is calculated by taking into account any discount or premium
on acquisition and fees or costs that are an integral part of the EIR. The EIR amortisation
is included in finance income in profit or loss. The losses arising from impairment are
recognised in profit or loss in expenses.
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1.

(o) Financial instruments (continued)

()

@iii)

De-recognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar
financial assets) is primarily derecognised (i.e. removed from the company’s statement of
financial position) when:

The rights to receive cash flows from the asset have expired, or

The Company has transferred its rights to receive cash flows from the asset or has assumed
an obligation to pay the received cash flows in full without material delay to a third party under
a 'pass-through’ arrangement; and either (a) the Company has transferred substantially all the
risks and rewards of the asset, or (b) the Company has neither transferred nor retained
substantially all the risks and rewards of the asset, but has transferred control of the asset.

When the Company has transferred its rights to receive cash flows from an asset or has
entered into a pass-through arrangement, it evaluates if and to what extent it has retained
the risks and rewards of ownership. When it has neither transferred nor retained substantially
all of the risks and rewards of the asset, nor transferred control of the asset, the Company
continues to recognise the transferred asset to the extent of the Company’s continuing
involvement. In that case, the Company also recognises an associated liability. The transferred
asset and the associated liability are measured on a basis that reflects the rights and
obligations that the Company has retained.

Impairment of financial assets

Financial assets, other than those at fair value through profit or loss, are assessed for
indicators of impairment at each reporting period end. Financial assets are impaired where
there is objective evidence that, as a result of one or more events that occurred after the initial
recognition of the financial asset, the estimated future cash flows of the asset have been
affected.

For listed and unlisted equity investments classified as available-for-sale, a significant or
prolonged decline in the fair value of the security below its cost is considered to be objective
evidence of impairment.

For all other financial assets, objective evidence of impairment could include; the Company's
past experience of collecting payments, an increase in the number of delayed payments past
the average credit period, delinquency, and initiation of bankruptcy proceedings as well as
observable changes in national or local economic conditions that correlate with default on
receivables.

For certain categories of financial asset, such as trade receivables, assets that are assessed
not to be impaired individually are, in addition, assessed for impairment on a collective basis.
Objective evidence of impairment for a portfolio of receivables could include the Company's
past experience of collecting payments, an increase in the number of delayed payments in the
portfolio past the average credit period of 30 days, as well as observable changes in national
or local economic conditions that correlate with default on receivables.

For financial assets carried at amortised cost, the amount of the impairment loss recognised
is the difference between the asset's carrying amount and the present value of estimated
future cash flows, discounted at the financial asset's original effective interest rate.

The carrying amount of the financial asset is reduced by the impairment loss directly for all
financial assets with the exception of trade receivables, where the carrying amount is reduced
through the use of an allowance account. When a trade receivable is considered uncollectible,
it is written off against the allowance account. Subsequent recoveries of amounts previously
written off are credited against the allowance account. Changes in the carrying amount of the
allowance account are recognised in profit or loss.

When an available-for-sale financial asset is considered to be impaired, cumulative gains or
losses previously recognised in other comprehensive income are reclassified to profit or loss
in the period.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(o) Financial instruments (continued)

(iii) Impairment of financial assets (continued)

In respect of available-for-sale equity securities, impairment losses previously recognised in
profit or loss are not reversed through profit or loss. Any increase in fair value subsequent
to an impairment loss is recognised in other comprehensive income.

Financial liabilities

Financial liabilities within the scope of IAS 39 are classified as financial liabilities at fair value
through profit or loss, loans and borrowings, or as derivatives designated as hedging
instruments in an effective hedge, as appropriate. The company determines the
classification of its financial liabilities at initial recognition.

The company has not designated any financial liabilities at fair value through profit or loss.
The company also did not have derivatives designated as hedging instruments.

All financial liabilities are recognised initially at fair value and, in the case of loans and
borrowings, net of directly attributable transaction costs.

De-recognition of financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or
cancelled, or expires. When an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an existing liability are
substantially modified, such an exchange or modification is treated as the derecognition of
the original liability and the recognition of a new liability. The difference in the respective
carrying amounts is recognised in profit or loss.

Offsetting of financial instruments

Financial assets and liabilities are offset and the net amount reported in the statement of
financial position when there is a currently legally enforceable right to set off the recognised
amounts and there is an intention to settle on net basis, or realise the asset and settle the
liability simultaneously.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an
entity after deducting all of its liabilities. Equity instruments issued by the company are
recorded at the proceeds received, net of direct issue costs.

(p) Leases

Determination

The determination of whether an arrangement is, or contains, a lease is based on the substance
of the arrangement and requires an assessment of whether the fulfilment of the arrangement is
dependent on the use of a specific asset or assets and the arrangement conveys a right to use
the asset, even if that asset is not explicitly specified in an arrangement.

Company as lessee

A lease is classified at the inception date as a finance lease or an operating lease.A lease that
transfers substantially all the risks and rewards incidental to ownership to the company is
classified as a finance lease. Finance leases are capitalised at the commencement of the lease at
the inception date fair value of the leased property or, if lower, at the present value of the
minimum lease payments. Lease payments are apportioned between finance charges and
reduction of the lease liability so as to achieve a constant rate of interest on the remaining balance
of the liability. Finance charges are recognised in finance costs in the statement of profit or loss.

A leased asset is depreciated over the useful life of the asset. However, if there is no reasonable
certainty that the company will obtain ownership by the end of the lease term, the asset is
depreciated over the shorter of the estimated useful life of the asset and the lease term.

An operating lease is a lease other than a finance lease. Operating lease payments are recognised
as an operating expense in the statement of profit or loss on a straight-line basis over the lease
term.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
(@) Borrowings

Borrowing costs directly attributable to acquisition, construction or production of an asset that
necessarily takes a substantial period to get ready for its intended use are capitalised as part of
the cost of the asset. All other borrowing costs are expensed in the period in which they occur.
Borrowing costs consists of interest and other costs that an entity incurs in connection with the
borrowing of funds.

(r) Foreign currency transactions

Transactions in foreign currencies during the year are converted into Kenya shillings at rates
ruling at the transaction dates. Monetary assets and liabilities at the reporting date which are
expressed in foreign currencies are translated into Kenya shillings at rates ruling at that date.
The resulting differences from conversion and translation are dealt with in profit or loss.

Non-monetary items that are measured in terms of historical cost in a foreign currency are
translated using the exchange rates as at the dates of the initial transactions. Non-monetary
items measured at fair value in a foreign currency are translated using the exchange rates at
the date when the fair value was determined.

(s) Comparatives

Where necessary, comparative figures have been adjusted to conform to changes in
presentation in the current year.

(t) Finance income and finance costs

Interest income is presented as finance income where it is earned from financial assets that
are held for cash management purposes. Any other interest income is included in other
income.

Interest expense is presented as finance costs, Interest expense is calculated by applying the
effective interest rate to the liability component.

CRITICAL JUDGEMENTS IN APPLYING THE ENTITY'S ACCOUNTING POLICIES

In the application of the company's accounting policies, which are described in note 1 above, the
directors are required to make judgements, estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily apparent from other sources. The estimates
and associated assumptions are based on historical experience and other factors that are
considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimates are revised if the revision
affects only that period or in the periods of the revision and future periods if the revision affects
both current and future periods.

The following are areas where management has made major assumptions concerning the future,
and other key sources of estimation uncertainty at the end of the reporting period, that have
significant risk of causing a material adjustment to the carrying amounts of assets and liabilities
within the next financial year.

(i) Deferred tax assets

Deferred tax assets are recognised for all unused tax losses to the extent that it is probable
that taxable profit will be available against which the losses can be utilised. Significant
management judgment is required to determine the amount of deferred tax assets that can
be recognised, based upon the likely timing and level of future taxable profits together with
future tax planning strategies.

(ii) Property and equipment

Property and equipment is depreciated over its useful life taking into account residual values,
where appropriate. The actual lives of the assets and residual values are assessed at the
reporting date and may vary depending on a number of factors. In reassessing asset lives,
factors such as technological innovation, product life cycles and maintenance programmes
are taken into account. Residual value assessments consider issues such as future market
conditions, the remaining life of the asset and projected disposal values.
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ch

CRITICAL JUDGEMENTS IN APPLYING THE ENTITY'S ACCOUNTING POLICIES (continued)

(iii) Contingent liabilities

(iv)

The directors evaluate the status of any exposures on a regular basis to assess the probability
of the company incurring related liabilities. However, provisions are only made in the financial
statements where, based on the directors’ evaluation, a present obligation has been
established.

Impairment losses

At each reporting date, the company reviews the carrying amount of its tangible and
intangible assets to determine whether there is any indication that those assets have suffered
any impairment loss. If any such indications exist, the recoverable amount of the asset is
estimated in order to determine the extent of impairment loss. Where it is not possible to
estimate the recoverable amount of an individual asset the company estimates the
recoverable amount of the cash generating unit to which the asset belongs.

WHEELING REVENUE

2018 2017

KShs'000 KShs'000

Gross sales of goods 2,332,760 2,332,760
Less: Value added tax on gross sales (321,760) (321,760)
2,011,000 2,011,000

Wheeling revenue is based on a fixed amount approved by the Energy Regulatory Commission.

(a) GRANTS FROM NATIONAL GOVERNMENT

2018 2017
KSh'000 KSh'000
Recurrent grants received (note 4 (b)) 225,000 301,100
Capital grants realised (note 19(b)) 869,447 389,225
1,094,447 690,325
(b) ANALYSIS OF GRANTS RECEIVED FROM GOVERNMENT
Year ended 30 June 2018
Name of the Entity Amount Amount
sending the grant recognized in the Amount recognisedin  Total grant
Statement of  receivable under capital fund/ income
Comprehensive deferred grant Deferred grant during the
Income income income year
KShs'000 KShs'000 KShs'000 KShs'000
Ministry of Energy 225,000 1,050,351 9,496,298 10,771,649
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4.

(b)  ANALYSIS OF GRANTS RECEIVED FROM GOVERNMENT (continued)
Year ended 30 June 2017
Name of the Entity Amount Amount Amount
sending the grant recognized in the  deferred under recognised in
Statement of deferred income  capital fund.
Comprehensive
Income KShs'000 KShs'000 KShs'000
Ministry of Energy 301,100 - 12,500,838
LOSS ON DISPOSAL OF PROPERTY AND EQUIPMENT
2018
KShs'000
Disposal of vehicles and other transport equipment (4,087)
Disposal of office equipment, furniture and fittings 154
(3,933)
OTHER INCOME
Fibre and other income 69,030
(©)) ADMINISTRATION COSTS
Staff costs (note 7(b)) 899,889
Directors' emoluments 24,064
Electricity and water 2,495
Insurance costs 39,293
Other maintenance costs 24,104
Rent expenses 23,500
Security 42,528
Corporate communication, postage, telephone,
printing and internet 5,041
Professional fees 9,500
Motor vehicle expenses and transport 131,803
Advertising, printing, stationery and photocopying 26,232
Staff training expenses 24,040
Hospitality supplies and services 5,782
Bank charges and commissions 7,252
Auditors' remuneration 3,920
Legal fees 8,182
Consultancy fees 12,238
Unrealised foreign exchange losses 63,700
Other operating expenses 45,097
1,398,660
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Total grant
income during
the year

KShs'000

12,801,938

2017
KShs'000

(2,299

(2,299)

30,784

646,077
40,374
2,220
81,566
6,081
52,036
38,030

3,806
5,410
61,811
19,466
21,616
4,734
4,274
3,725
5,157
174

6,987

1,003,544
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 JUNE 2018

7.(b) STAFF COSTS

2018
KShs'000
Salaries and allowances for permanent staff 762,439
Wages for temporary staff 1,634
Compulsory national social security schemes 1,027
Other pension contributions 25,461
Leave pay and gratuity provisions 41,460
Staff welfare 67,868
Total 899,889

The average number of staff at the end of the year was:
Permanent staff - Management 419
Permanent staff - Support 150
Total 569

8. DISTRIBUTION COSTS
Maintenance costs for transmission lines 205,723
Other maintenance costs 39,289
245,012
OPERATING PROFIT

The operating profit is arrived at after charging/(crediting):
Staff costs (note 7) 899,889
Depreciation of property and equipment (note 13) 1,015,701
Amortisation of intangible assets (note 14) 47,211
Directors' emoluments - fees 24,064
Auditors’ remuneration - current year fees 3,920
Loss on disposal of property and equipment 3,933
Net foreign exchange loss 7,944

After crediting:
Net foreign exchange gain
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2017
KShs'000

522,840

637
16,905
34,496
71,199

646,077

184
219

403

731,979
80,866

812,845

646,077
489,920
10,911
40,374
3,725
2,299
28,242

(75,175)






KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 JUNE 2018

9.

10.

11.

12

FINANCE INCOME

2018 2017
KShs'000 KShs'000
Interest income on bank balances 274,982 160,609
Foreign exchange gain - 75,175
274,982 235,784
FINANCE COSTS
Interest expense 55,812 53,687
Foreign exchange loss 7,944 28,242
63,756 81,929
TAXATION
(@ Income tax expense
Corporation tax on separate sources of income 242,767 163,715
Deferred taxation charge (note 24) (3,410) (27,066)
239,357 136,649
(b) Reconciliation of taxation charge to expected
taxation based on profit before taxation
Profit before taxation 675,186 566,445
Taxation at the applicable rate 30% 202,556 169,934
Tax effect of non-deductible expenses
Depreciation 285,944 128,971
Depreciation-unrelated to grants 879 :
Exchequer funding-recurrent 67,500 90,330
Exchequer funding-recurrent (67,500) (90,330)
Donations 80 97
Funeral expense 184 )
Excess pension contribution 3,441 2,597
Amortisation of grants (260,834) (116,768)
Interest income-taxed separately = (48,182)
Tax under provision in the prior year 7,107 =
239,357 136,649
© Corporate tax (payable)/ recoverable
At the beginning of the year 39,623 85,094
Charge for the year (242,767) (163,715)
Paid during the year 202,649 118,244
At end of year (495) 39,623

EARNINGS PER SHARE

The earnings per share is calculated by dividing the profit after tax of KShs'000. 435,829
(2017: KShs'000. 429,796) by the average number of ordinary shares in issue during the
year (note 17), There were no dilutive or potentially dilutive ordinary shares as at the

reporting date.
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 JUNE 2018

14. INTANGIBLE ASSETS -COMPUTER SOFTWARE AND LICENSES

Cost 2018 2017
KShs'000 KShs'000
At beginning of year 84,537 60,672
Additions 334,494 23,865
At end of year 419,031 84,537
Amortisation
At beginning of year 65,180 54,269
Charge for the year 47,211 10,911
At end of year 112,391 65,180
Net book value 306,640 19,357

Intangible assets relate to computer software and licenses. The title of intangible assets is not
restricted or pledged as security for liabilities. There are no contractual commitments for
acquisition of intangible assets.

15. (@) TRADE AND OTHER RECEIVABLES

2018 2017

KShs'000 KShs'000

Trade receivables (note 15 (b)) 2,159,946 1,166,380
Deposits and prepayments 2,155,274 2,205,552
VAT recoverable 671,529 329,050
Staff receivables (notel5 (c)) 16,940 3,530
Receivables from Ministry of Energy 1,086,194 279,644
Other receivables 161,223 177,083
Gross trade and other receivables 6,251,106 4,161,239
Provision for impairment ‘ = E
Net trade and other receivables 6,251,106 4,161,239

Other receivables mainly related to mortgage deposit to Stima Sacco to enable the company
employees access mortgage facilities

15. (b) TRADE RECEIVABLES

2018 2017
KShs'000 KShs'000
Wheeling revenue due from KPLC 2,159,946 1,166,380
Provision for doubtful receivables } - -
2,159,946 1,166,380

The ageing analysis at 30 June
Less than 30 days 194,397 199,552
Between 30 and 60 days 194,395 194,396
Between 61 and 90 days 215,942 194,396
Between 91 and 120 days 194,397 207,039
Over 120 days 1,360,815 370,997
2,159,946 1,166,380
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| 15. (b) TRADE RECEIVABLES (Continued)

Impaired receivables: As at 30 June 2018, the Company did not have any receivables that were
impaired. (2017: Nil)

Past due but not impaired receivables: As at 30 June 2018, the Company had receivables of KShs
1,360,815 (2017: KShs 370,997) outstanding for 120 days or more than,were past due but not

impaired. These receivables related to amounts due from KPLC.

(c) STAFF RECEIVABLES

2018 2017
KShs'000 KShs'000
Gross staff loans and advances 16,940 3,530
Provision for impairment loss : =
16,940 3,530
Amounts due within one year 16,940 3:530
Amounts due after one year - 2
16,940 3,530
16. CASH AND BANK BALANCES
Cash at bank 4,224,753 4,638,427
Cash in hand 1,000 1,000
4,225,753 4,639,427
17. SHARE CAPITAL
Authorised, issued and fully paid:
20,000 fully paid ordinary shares of KShs 100 each 2,000 2,000
The ordinary shares carry one vote each.
18. RETAINED EARNINGS

The retained earnings represent amounts available for distribution to the entity’'s shareholders.
Undistributed retained earnings are utilised to finance entity's business activities.
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19.

DEFERRED GRANT INCOME

The Company receives grants from the Government of Kenya for the construction of
transmission lines. The grants are amortised to profit or loss over the useful lives of the
related assets.

@

(b)

©

Deferred grant income reconciliation

Direct component*

Deferred grant income brought forward
Received in the year
Amortisation

Deferred grant income carried forward

Indirect component**

Deferred grant income brought forward

Received in the year
Amortisation

Deferred grant income carried forward

Total direct and indirect components (note 19b))
Total reconciliation

Deferred grant income brought forward
Additions

Amortisation (note 19(a))

Deferred grant income carried forward

Amounts will be amortised as below:

Grant income to be amortised within one year
Grant income to be amortised after one year

At the end of the period

2018 2017
KShs'000 KShs'000
37,558,310 25,861,588
10,546,649 11,842,937
(315,911) (146,215)
47,789,048 37,558,310
72,078,532 63,585,514
15,420,389 8,736,028
(553,536) (243,010)
86,945,385 72,078,532
134,734,433 109,636,842
109,636,842 89,447,102
25,967,038 20,578,965
(869,447) (389,225)
134,734,433 109,636,842
869,447 389,225
133,864,986 109,247,617
134,734,433 109,636,842

*The direct component relates to grant received directly from Government of Kenya.

**Indirect grants are those grants given to the government of Kenya by the various donors
to fund projects executed by KETRACO, the grant agreements are between the Government
and the donors with KETRACO acting as the executing body on behalf of the government.
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20. AMOUNT DUE TO RELATED PARTIES

The Government of Kenya is the principal shareholder in Kenya Electricity Transmission
Company Limited holding 100% equity interest. The Government also holds 50.1% and 70% of
the equity interest in The Kenya Power and Lighting Company Limited (KPLC) and Kenya
Electricity Generating Company Limited (KenGen) respectively. The company is therefore

related to KPLC and KenGen through common shareholding.

(@ Amount due to Kenya Power and Lighting Company Limited (KPLC)

Current portion
Loan repayments on behalf of KETRACO

Total current portion
Non-current portion

2018 2017
KShs'000 KShs'000
332,781 526,745
229,684 283,803
562,465 810,548
816,608 5,717,607

1,379,073 6,528,155

The amounts due to KPLC relate to 0.75% JICA loan on Kenya Electricity Expansion
Project Transmission Line whose aim is to increase the capacity, efficiency, and quality
of electricity supply; and expand access to electricity in urban, peri-urban, and rural

areas.

(b) Related party transactions

Transactions with related parties are detailed as follows:

(i) The Kenya Power and Lighting Company Limited (KPLC)

2018
KShs'000
Sales of services - Wheeling revenue 2,011,000
Operating and maintenance expense 245,012
Included in trade payables:
Payable against maintenance 562,445
Loan repayments 229,684
Included in trade receivables:
Wheeling charges receivable 2,159,946

2017
KShs'000

2,011,000
731,931

363,990
283.803

1,166,380

The Company engages KPLC in wheeling electricity to KPLC and other end users from
generators who produce power in bulk. No provision for impairment has been

recognised against wheeling charges receivable.

(ii) Government of Kenya

2018 2017

KShs'000 kShs'000

Exchequer funding for recurrent expenditure 225,000 301,100
Grants received during the year 10,546,649 12,500,838
10,771,649 12,801,938

The company receives funds from Government of Kenya for its recurrent and
development expenditure. The Government finances the various projects implemented

by KETRACO through non-refundable interest free grants.
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20.

21

224

AMOUNT DUE TO RELATED PARTIES (continued)
(b)  Related party transactions (continued)

(iii) Key management Compensation

Directors emoluments
Compensation to CEO
Compensation to key management

DEFERRED REVENUE

2018
KShs'000

24,064
9,685
94,139

127,888

2017
kShs'000

40,373
10,388
83,824

134,585

The balance relates to performance guarantee that was recalled for the construction of the
Nairobi Ring Substations - Lot A and B. It arose because the contractor (Ibedrola Ingenieria)
was in breach of its obligations as specified in the contract. The matter is still under arbitration
hence management decision to defer recognition of the revenue. KETRACO received the cash

after recalling of the performance guarantee.

BORROWINGS

Balance at beginning of the year

External borrowings during the year

Domestic borrowings during the year

Repayments of external borrowings during the year
Exchange differences

Accrued interest

Balance at end of the year
Maturity analysis:

Amounts due within one year (current portion)
Amounts due after one year (non-current portion)

2018
KShs'000

2,796,019
625,516
2,968,752
(229,684)
7,944
55,812

6,224,359
2,968,752
3,255,607

6,224,359

The analysis of both external and domestic borrowings are as follows;

Renminbi denominated loan from Exim Bank of China
Japanese yen denominated loan from Japan Bank for

International Corporation

Kenya Shilling loan from KCB Bank

Total balance at the end of the year

2018
KShs'000

2,246,483

1,009,124
3,255,607

2,968,752

6,224,359

2017
KShs'000

3,101,310
(283,803)
€75,175)
53,687
2,796,019
278,768
2,517,251

2,796,019

2017
KShs'000

1,718,678
1,077,341
2,796,019

2,796,019

The company finalised novation agreements transferring ownership of the Sondu-Miriu, Kisii-
Chemosit and Kamburu-Meru transmission lines from KPLC and KenGen to KETRACO, the
loans used to construct the lines are payable to the Japan International Co-operation Agency
and the Export-Import Bank of China. Both facilities are repayable in 60 instalments at 0.75%

and 2.5% respectively. The projects have now been transferred to KETRACO.
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23.

24.

TRADE AND OTHER PAYABLES

Trade payables

Accruals

Provisions for leave
Provision for directors’ fees

2018
KShs'000

10,019,989
1,649,048
72,485
11,690

11,753,212

2017
KShs'000

8,515,632
4,711,574
55,697
23,654

13,306,557

Trade payables mainly relate to domestic and foreign trade creditors, wayleaves and GR/IR

payables.

The accruals mainly relate to amounts payable to the contractors in relation to the

construction of transmission lines.

DEFERRED TAX ASSETS

The net deferred tax asset is

attributable to the following items:

Excess depreciation over capital
allowances

Leave pay provision

Staff gratuity provision
Provision for director’s fees
Unrealised exchange loss

The net deferred tax asset is

attributable to the following items:

Excess depreciation over capital
allowances

Leave pay provision

Staff gratuity provision
Provision for director’s fees
Unrealised exchange loss

1 July 2017 Movement
KSh'000 KSh'000
7,853 (7,700)
16,709 5,037
7,096 2,913
2,730 778
109,706 2,382
144,094 3,410

1 July 2016 Movement
KSh'000 KSh'000
(25,926) 33,779
11,798 4,911
7,370 274)

: 2,730

123,786 (14,080)
117,028 27,066
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30 June 2018
KSh'000

153
21,746
10,009

3,508
112,088

147,504

30 June 2017
KSh'000

7,853
16,709
7,096
2,730
109,706

144,094
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25,

26.

27.

CASH GENERATED FROM OPERATIONS

Reconciliation of profit before taxation to cash generated
from operations:
Profit before taxation

Adjustments for:

Depreciation on property and equipment (note 13)
Amortization of intangible assets (note 14)
Amortization of deferred grant income (note 19(b))
Loss on disposal of property and equipment (note 5)
Finance income

Finance costs

Changes in working capital:

Increase in trade and other receivables
(Decrease)/Increase in amount due to related parties*
(Decrease)/Increase in trade and other payables

Cash (used in)/ generated from operations

Interest received

2018 2017

KShs ‘000 KShs ‘000
675,186 566,445
1,015,701 489,920
47,211 10,911
(869,447) (389,225)
3,933 2,299
(274,982) (235,784)
63,756 81,929
(2,089,867) (3,141,933)
(5,149,082) 566,737
(1,553,345) 4,558,229
(8,130,936) 2,509,528
274,982 132,367
(7,855,954) 2,641,895

*Included in amounts due to related parties are assets transferred to KETRACO from Kenya
Power and Lighting Company (Kenya Power) after the signing of the novation agreement. The
amounts were previously classified as due to related parties and later moved to deferred grant

income after transfer of the transmission assets.

CAPITAL EXPENDITURE COMMITMENTS

Authorised and contracted for
Authorised but not contracted for

CONTINGENT LIABILITIES

Project claims

2018 2017
KShs'000 KShs'000
15,420,460 -
10,546,649 12,500,838
25,967,109 12,500,838
14,545,036 4,744,018

Contingent liabilities consist of ongoing court cases and contractors' claims. Some projects have
faced delays in completion due to challenges in obtaining way-leaves resulting in extension of
the duration of the projects beyond the original contract period. Cost overruns and accumulated
costs of idling resources are considered for reimbursement after a claims review mechanism is

completed.
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28.

29,

30.

FUTURE OPERATING LEASE RENTAL PAYABLES

Amounts payable by the company under various operating lease agreements negotiated with
landlords as at the year-end were as follows:

2018 2017

KShs'000 KShs'000

Payable within one year 24,885 27,931
Payable after one year but less than 5 years 168,085 106,274
After 5 years 703,518 1,910,042

896,488 2,044,247
FAIR VALUE OF FINANCIAL INSTRUMENTS

The management assessed that the fair values of cash and bank deposits, trade payables and
borrowings to be the approximate of their carrying amounts largely due to the short-term
maturities of these instruments.

FINANCIAL RISK MANAGEMENT

The company's activities expose it to a variety of financial risks including credit and liquidity
risks and effects of changes in foreign currency. The company’s overall risk management
programme focuses on unpredictability of changes in the business environment and seeks to
minimise the potential adverse effect of such risks on its performance by setting acceptable
levels of risk. The company does not hedge any risks and has in place policies to ensure that
credit is only extended to customers with an established credit history.

The company'’s financial risk management objectives and policies are detailed below:
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| FOR THE YEAR ENDED 30 JUNE 2018

30. FINANCIAL RISK MANAGEMENT (continued)

(i) Credit risk
The company has exposure to credit risk, which is the risk that a counterparty will be unable
to pay amounts in full when due. Credit risk arises from cash and cash equivalents, and
deposits with banks, as well as trade and other receivables.
Management assesses the credit quality of each customer, taking into account its financial
position, past experience and other factors. Individual risk limits are set based on internal or
external assessment in accordance with limits set by the directors. The amounts presented in
the statement of financial position are net of allowances for doubtful receivables, estimated
by the company’s management based on prior experience and their assessment of the current
economic environment.
The carrying amount of financial assets recorded in the financial statements representing the
company's maximum exposure to credit risk without taking account of the value of any
collateral obtained is made up as follows:
Fully performing Past due Impaired
KSh ‘000 KSh ‘000 KSh ‘000
At 30 June 2018
Trade receivables 799,131 1,360,815 =
Bank balances 4,224,753 - -
5,023,884 1,360,815 = =
At 30 June 2017
Trade receivables 795,383 370,997 2
Bank balances 4,638,427 - -
5,433,810 370,997 -
The customers under the fully performing category are paying their debts as they continue
trading.
The bank balance consists of KShs 106,320,247 held in escrow accounts (2017 -
KShs 43,984,260), the remainder is held in current accounts.
The company has significant concentration of credit risk on amounts due from KPLC.
The board of directors sets the company's credit policies and objectives and lays down
parameters within which the various aspects of credit risk management are operated.
(i) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the company directors, who
have built an appropriate liquidity risk management framework for the management of the
company's short, medium and long-term funding and liquidity management requirements.
The company manages liquidity risk through continuous monitoring of forecasts and actual
cash flows.
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30.

FINANCIAL RISK MANAGEMENT (continued)

(i)

(i)

Liquidity risk management (continued)

The table below represents cash flows payable by the company under non-derivative
financial liabilities by their remaining contractual maturities at the reporting date. The
amounts disclosed in the table are the contractual undiscounted cash flows. Balances due
within 12 months equal their carrying balances, as the impact of discounting is not
significant. The liability will however be disposed of when funding is received.

Less than 1 Between 3- Over 12
month 12 months months Total
KSh ‘000 KSh ‘000 KSh ‘000 KSh ‘000
At 30 June 2018
Trade payables 10,019,989 ) - 10,019,989
Due to KPLC - 562,465 816,608 1,379,073
Borrowings = 2,968,752 3,255,607 6,224,359
10,019,989 3,531,217 4,072,215 17,623,421
At 30 June 2017
Trade payables 8,515,632 - - 8,515,632
Due to KPLC . 810,548 5,717,607 6,528,155
Borrowings - 278,768 2,517,251 2,796,019
8,515,632 1,089,316 8,234,858 17,839,806
Market risk

The board has put in place an internal audit function to assist it in assessing the risk faced
by the company on an ongoing basis, evaluate and test the design and effectiveness of its
internal accounting and operational controls.

Market risk is the risk arising from changes in market prices, such as interest rate, equity
prices and foreign exchange rates which will affect the company's income or the value of its
holding of financial instruments. The objective of market risk management is to manage and
control market risk exposures within acceptable parameters, while optimising the return.
Overall responsibility for managing market risk rests with the Audit and Risk Management
Committee.

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

There has been no change to the company’s exposure to market risks or the manner in which
it manages and measures the risk.

(@) Foreign currency risk

The company has transactional currency exposures. Such exposure arises through
purchases of goods and services that are done in currencies other than the local
currency. Invoices denominated in foreign currencies are paid after 30 days from the
date of the invoice and conversion at the time of payment is done using the prevailing
exchange rate.
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30. FINANCIAL RISK MANAGEMENT (Continued)

(iii)  Market risk (Continued)

(b) Foreign currency risk (continued)
The following table demonstrates the effect on the company’s statement of profit or
loss and other comprehensive income of applying the sensitivity for a reasonable
possible change in the exchange rate of the two main transaction currencies, with all
other variables held constant. The reverse would also occur if the Kenya Shilling
appreciated with all other variables held constant.

Change in Effect on profit Effect on
before tax pre-tax equity
USD rate USD (000) USD (000)

2018
+5% (30) (54)
-5% 20 65

2017
+5% (30) (54)
-5% 20 65
Change in Effect on profit Effect on
before tax pre-tax equity
EURO rate EURO (000) EURO (000)

2018
+5% (10) (34)
-5% 10 45

2017
+5% 30) (24)
-5% 20 55

(c) Interest rate risk

Interest rate risk is the risk that the company’s financial condition may be adversely
affected as a result of changes in interest rate levels. The interest rate risk exposure
arises mainly from interest rate movements on the company’'s deposits and
borrowings. This exposes the company to cash flow interest rate risk.

Management of interest rate risk

To manage the interest rate risk, management has endeavoured to bank with
institutions that offer favourable interest rates.

Sensitivity analysis

The company analyses its interest rate exposure on a dynamic basis by conducting a
sensitivity analysis. This involves determining the impact on profit or loss of defined
rate shifts. The sensitivity analysis for interest rate risk assumes that all other
variables, in particular foreign exchange rates, remain constant. The analysis has
been performed on the same basis as the prior year.
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30. FINANCIAL RISK MANAGEMENT (Continued)

(i)

(iv)

Market risk (Continued)
(@) Interest rate risk (continued)

Sensitivity analysis (continued)

Carrying amount
31 December 2018

KShs
Assets
Cash and bank balances financial institutions 3,871,096
Interest rate sensitivity gap 3,871,096
31 December 2017
Assets
Cash and bank balances financial institutions 4,084,770
Interest rate sensitivity gap 4,084,770
2018 2017
KShs KShs
Effect on profit before tax of a +5% change in
interest rates (193,555) (204,238)
Effect on profit before tax of a -5% change in
interest rates 193,555 204,238
Effect on equity +-(-) 193,555 204,238

Capital management

Capital managed by the company is the equity attributable to the equity holders. The
primary objective of the company's capital management is to ensure that it maintains
healthy capital ratio in order to support its business.

The company manages its capital structure and makes adjustments to it, in light of changes
in economic conditions. To maintain or adjust the capital structure, the company may
adjust the dividend payment to shareholders. No changes were made in the objectives,
policies or processes during the years ended 30 June 2018 and 30 June 2017.

The company monitors capital using a gearing ratio. This ratio is calculated as net debt
divided by total capital. Net debt is calculated as total of interest bearing loans and
borrowings, trade and other payables less cash and cash equivalents.

The major factors that impact on the equity of the company include the following:

» revenue received from wheeling
» operation and maintenance cost
» cost of operating the transmission business

» cost of expanding the business to ensure that capacity growth is in line with electricity
demand

» taxation
» dividends
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30.

31.

32.

33.

34.

FINANCIAL RISK MANAGEMENT (Continued)
(iv)  Capital management (continued)

The company uses Power System Development Planning process, which forecasts long-
term growth in electricity demand; evaluates the alternative means to meet and manage
that demand and comes up with a Least Cost Power Development Plan. The planning
process determines a forward electricity cost curve (the Long Run Marginal Cost), which
will give an indication of the size of the price increases that the company requires in order
to be sustainable over the medium and long term. Adjustment of the tariffs for the
electricity business is regulated and is subject to the process laid down by the Energy
Regulatory Commission.

The electricity business is currently in the growth phase driven by a rise in demand and
Government policy. The funding of transmission capacity is to be obtained from
exchequer funding, donor funding from Local and international institutions and cash
generated from wheeling business. The adequacy of electricity tariffs allowed by the
regulator and the level of Government support are key factors in the sustainability of the
company.

INCORPORATION

The Company is incorporated in Kenya under the Kenyan Companies Act and is domiciled in
Kenya.

GOING CONCERN

The company's current liabilities exceed the current assets by KShs. 5.7 billion (2017: KShs.
5.9 billion). The company may, therefore, not meet its short-term obligations as and when they
fall due. However, the company is 100% owned by the Government of Kenya which secures
financing for various projects for implementation by KETRACO. Further, the company recorded
a profit of KShs. 436 million for the year ended 30 June 2018 (2017: KShs. 430 million). In
addition, KETRACO, receives funding from the exchequer through budgetary allocation. The
directors, therefore, are confident of continued support from the Government of Kenya and
other development partners for the foreseeable future. Consequently, the directors are not
aware of any material uncertainties related to events or conditions that may cast doubt upon
the company's ability to continue as a going concern. The financial statements have been
prepared on the basis of accounting policies applicable to a going concern.

EVENTS AFTER THE REPORTING PERIOD

There were no material adjusting and non- adjusting events after the reporting period.
CURRENCY

These financial statements are presented in Kenya Shillings (KShs ‘000").
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KENYA ELECTRICITY TRANSMISSION COMPANY LIMITED

\PPENDIX VI: DETAILED ANALYSIS OF THE CASH AND CASH EQUIVALENTS

The makeup of bank balances and short term deposits is as follows:

Financial institution

Current account

Kenya Commercial Bank
Kenya Commercial Bank
Kenya Commercial Bank(Escrow)
National Industrial Credit Bank
National Industrial Credit Bank
Co-operative Bank of Kenya
Co-operative Bank of Kenya
Co-operative Bank of Kenya
Commercial Bank of Africa
Commercial Bank of Africa
Commiercial Bank of Africa
National Bank of Kenya
Standard Chartered Bank
Standard Chartered Bank
Standard Chartered Bank
Standard Chartered Bank

Citi Bank

Citi Bank

Sub- total

e) Others(specify)
cash in hand

Sub- total

Grand total

Account number

1111251622
1200560752
1221490435
1001309443
1003385554
01136160914100
01136160914101
01136160914102
7612350017
7612350025
7612350038
1037033184100
0104026386601
9304026386600
8704026386600
0104026386600
300092007
300092018

Currency

KShs
KShs

KShs
KShs
usD
KShs
KShs
KShs
KShs
KShs
EUR
KShs
KShs
EUR
usb
KShs
KShs
EUR

7,388.44

Foreign Currency
2018 2017 2018

KShs' 000

2,446,049
402,579
66,143
55,876
100,415
16,955
18,172
10,657
223,764
13,696
863,064
5,368

98

219

510

74

1,114

- 13,694 -

979.68

1.85
4.92

1.93
5.05

4,224,753

1,000
1,000

4,225,753

2017
KShs’'000

2,555,941
377,848
54,953
27,123
43,984
21,200
8,906
31,717
10,998
5,375
(82,669)
229
524

86
13,688
1,568,524

4,638,427

1,000
1,000

4,639,427

As at the year end, the company had an undrawn Letter of Credit facility with Kenya Commercial Bank amounting to
KShs 3,994 million. The facility is guaranteed by the National Treasury
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