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"To be a world class petroleum products distribution, handling and supply network in Africa

t!ffi
Recognizing that the mission of a Company is the unique purpose that sets it apart from other

companies of its type and identifies the scope of its operations, KPC's mission statement is as follows: -

To efficiently, economically and safely transport, store and deliver petroleum products to customers,

while optimising shareholder value, with utmost respect for the environment.

'To do our best always

coR,fr ES

ln an endeavour to be the most modern and efficient Company in the orl and gas industry in Africa,

the KPC fraternity shares the following core values: -

' Transparency

. Accountability

. Diligence

. Team spirit

. Honesty

. Loyalty

KENYA PIPELINE COMPANY ANNUAL REPORT AND ACCOUNTS 2OO'



GomRany Prolile 6,
TheKenya Pipeline Compony Ltd. (I(PC) wos establishedby the Kenyo Government in 1973. The Company is o Stote Corporotion

under the Ministry of Energy with 100% government shoreholding. KPC operotes o pipeline system for trcnsportction of refined

petroleum products from Momboso to Noirobi ond toWestern Kenyo towns of Nokuru, Kisumu ond Eldoret. The moin objective of

setting up the Compony wos to provide the economy with the most efficient, relioble, sofe ond least cost meons of tronsporting petroleum

products from Mombaso to the hinterlond.

The Pipeline system currently consists ol t l4-inch, 450Km long pipeline with c flow rote of +40M3 per hour, running from

Mombosa - Noirobi which wos commissioned in 1978 now upgroded t0 run 0t 540M3 /hour;and a combinotion of 8-inch cnd 6-

inch, 445Km pipeline extension with o flow rote of 220M3 /hour, running from Nairobi-Sinendet-Eldoret ond Sinendet-Kisumu

now upgroding t0 run 0t 280M3 /hour.ThisWestern Kenyo Pipeline Extension wos commissioned in 1994.

KPC hcs set up storoge facilities dt its depots in Noirobi, Nokuru, Kisumu ond Eldoret,ond rwo Jet Fuel dedicoted depots ot Mombosa

ond Embokosi, Noirobi. In addition t0 storoBe, KPC provides looding services 0t itsWestern Kenyo depots of Nokuru, Kisumu ond

Eldoret.

The refined petro]eum products handled by the Compony ore

. Motor Spirit Premium (MSP),

. Motor Spirit Regulor (MSR),

. Automotive Gas Oil (AGO),

. 
Jet A- 1 ond

. Illuminating Kerosene (lK).

These products ore tronsported for the oil marketers, ot 0 competitive toriff, ond delivered in high quolity.

Orgonizotion Structure

The current organizotion structure comprises o Government oppointed Boord of Directors headed by c non-executive Choirmon and a

Mcnogement teom under the Monoging Director. There are nine depcrtments namely,

. Engineering,

. Operotions,

. Corporote Plcnning,

. Finonce,

. Humon Resources,

. Internol Audit,

. Information CommunicationTechnology,

. Secretorial ond

. Administrotion which are heoded by monagers.
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Gom[any lnlomation

PRINCIPAT PIJTCE OF BUSINESS

Nonyuki Rood,

Off Lungo Lungo Rood,

Industriol Area,

NAIROBI.

IIAIN BANKXRS

Notionol Bonk of Kenyo

Harombee Avenue,

P.O. Box +18O,

NAIROBI.

Borcloys Bonk of Kenyc

Queensvoy House,

P.O. Box 30011

NAIROBI.

Commerciol Bonk of /frico

Wabero Street,

P.O. Box 30+37,

NAIROBI.

AUDITORS

Kenyo Notionol Audit Office,

P. O. Box 30084 - 00100

N/IROBI

REGISTERED OFFICE

l2rh & 13th Floor,

Notionol Bonk Building,

Horombee Avenue,

P.O. Box 73442,

NAIROBI.

T&{IN SOI,ICITORS

M/s Kipkendc lilon & Co.Adyocotes

Telepostc Towers,

19th Floor, Kenyotto Avenue,

P.O. Box 56832,

NAIROBI.

Kiptui Mbobu & Co. Advocotes

Protection House,

1Oth Floor,

P.O. Box 61435,

NAIROBI.

Kiorie Koriuki & Co.Advocotes

Ambalol House,

South Tower, 1Oth Floor,

P.O. Box 838,

MOMB/4SA.

SECRETARY

Mrs. Mory Kiptui,

P. O. Box 73442,

NAIROBI.
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Board oI llirectors
rOR THE YEAR INDED 30 JUNE 2OO4 Ngr
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Hon. Dairus Mbela George Okungu

Joscph K Kinyua Patrick Nyoike

ff
Nieru Karuana

i t' , I ,::.,

J.W Khaemba Eng. Caleb Olali
lr,r,i

John Mathenge
f )rrr l I
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@r
Gom[any Gommittees

During the 154th Boord of Directors meeting held on l3thJonuory 2004,the Boord re-constituted the Boord Committees os

follows:-

TENDER COMMITTEE

Members

Hon. Dorius Mbelo - Choirmon

Eng. Coleb Ololi - Vice Choirmon

Mr.John M. Mothenge

Monoging Director

Aherntte Director from Ministry of Energy (os Ex-Officio member)

FINANCE AND AUDIT COMMITTEE

Members

Mr. Gerishom Mojonjc - Choirmon

Hon. Dorius Mbelo

Mr. Mourice Dontos

Eng. Coleb Olali

Monoging Director

,4.lternate Director from Ministry of Energy (os Ex-Officio member)

Alternate Director from Ministry of Finonce (os Ex-Officio member)

STAFF COMMITTEE

Members

FOR IHI YIAR INDID 30 JUNI 2OO4

1.

2.

3.

4.

5.

I

2

3

4

5

6

7

1

2

3

4
5

Ms Aisho R.Jomo Haji

Mr.John M. Mothenge

Mr. Mourice Dontos

Mr. Gerishom Mojonjo

Monoging Director

Mr. Maurice Dontos

Ms.Aisho R.Jomo Hoji

Managing Director

Akernote Director from Ministry of Energy.

Choirperson

Vice Chairmon

Choirmon

EXECUTIVE COMMITTEE (previously referred to os Emergency Committee)

Members

1

2

3

4

KENYA PIPELINE COMPANY ANNUAL REPORT AND ACCOUNTS 2OO4



tllanauement leam e

George Okungu
Monoging Direclor

Joscph Gichuhi
Corporole Plo n ni ng Monoge r

FOR IHE YIAR iNDID 30 JUNI 2OO4

Dismos Ong'ondi
I nf or molion Communicolion

Technology Monoger

Mory Kiprui Wilfom Ooko
lntetnol Audit Monoger

Woithoko Kioni
Depuly Monoging Dieclor

Absolom Kosgei
Chief Monoger - Technicol

Pcler Mecho
Operolions Monoger

Jobes Monyolo
Engineering Monoget

Rose Osioko
Humon Resources Monoger

Colcb Monyogo
Finonce Monoger

Compony Secrelory

I
,;
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@ Bemrt 0I thG llirectors
FOR THI YIAR INDED 30 JUNE 2OO4

The directors submit their report ond the audited fincnciol stotements for the year ended 3 0 lune 2004,which shows the stote of the

company's offairs.

I. PRINCIPALACTIWTY

The principol rctivity of the compony is troruportotion ond storcge of refined petroleum products.

2. RESUTTS

The raults of the compony for theyear are set out on poge 6.

3. DIMDEND

The directors recommend poyment of a dividend of I6hs 150,000,000, which is approximotely 15% of the compony's after

tox profit (2003 - KShs.35, 346,000).

4. RESERYES

The movements in the compony's reserves ore show,n onpoge 16.

5. DIRECTORS

Directors who served during the yeor and to the dcte of this rEort were: -
M. Dontos Choirmon

Dr S. Ochuodho Monoging Director

G.J. Okungu Acting Monaging Director

J. Kinyuo Permonent Secretary, Ministry of Finonce

J. Magori Permonent Secretory, Ministry of Finonce

P. Nyoike Permanent Secretary, Ministry of Energy

G.K. Guontoi Alternate to PS Ministry of. Energy

P.G. Ngotio ,\lternate to PS, Ministry of Energy

Hon. D. M.Mbelo, EGH Ag. Choirman

F. Kingori ,Alternate to PS, Ministry of Fincnce

G.M.Wochira

Eng. C.Ololi

G. L. Majonjc

Eng.J. M, Mothenge

A. R. Hoji

P. N. Koruono

J.WYthaembo

On suspension

On suspension

Appointed on 02.09.2004
Appointed on 30.06.2004
Ceosed on 30.05.2004

Appointed 30.08.2004
Ceosed on 30.08.2004
Appointed 07.09.2004

Ceosed on 15.12.2003

Ceased on 01 .03.2004

Appointed 02.03.04
Appointed 02.03.04

6, AUDITORS

The Kenya Nqtionol Audit Office continued to oudit the occounts of the compony in occordonce with Public Audit Act, 2003

By order of the Boord

Mrs. Mary Kiptui

Company Secretory 18th Jonuory 2006

A,^KENYA PIPELINE COi.!PANY
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Hon. Dairus Mbela
( hrrirntrtn

I hove pleosure in submitting my rcport on the results ond

octivities of the FinancialYear 2003 /2004.

OPERATTNG RESUTTS

The company's throughput Brew by 11.9% from

2,820,610m3 (Cubic Metra) in the yetr 2002/03 ro

3,157,158m3 in the year 2003/0+. Thus, throughput

revenue rose to Kh 6,737,215,000 agoinst budgeted revenue

of kh 6,254,053,000.This rEresented t 7.7% increose over

the previous yeor's revenre of kh 6,527,997,000.The profit

before tox rose from IGh 1,0+1,657,000 in the yeor

2002/2003 to Ksh 1,716,56+,000, which is a 65%

increose. Thus, the Eornings Per Shore improved from IGh

28.85 to Ksh 56.35 over the year.,4s o result of the improved

performcnce, we ore proposing to poy o dividend of Kh 150

million compared to Kh 36 million proposed in respect of the

FY 2002/2003

The compony's operoting expenditure dropped significontly

from Ksh 5.67 billion to Kh 4.99 blllion, a 13.4%

reduction. The decrease in operoting expenses is moinly

ottributoble to the exclusion of KOSF operoting expenses in the

FY 2003 / 04, the drop in the depreciotion chorge from IGh 1

billion in the year 2002/03 to Ksh 843 million in the year

under revievv,ond the discontinuotion of the throughput rebote.

In addition, expenditure on pipeline mointenonce spora ond the

Right of Woy mointenonce reduced significontly. In the early

port of the year,the compony experinced cosh flow difficulties,

which necasitoted o borrowing from the locol morket, of IGh

Ghaiman's Statemeltt
FOR THE YIAR INDID 30 JUNE 2OO4

1 .7 billion in order to complete ongoin6 core projects ond to poy

off overdue foreign loans. The projects were the Morendat Pump

Stotion, which wos commissioned in March 2004, and the

additionol storoge tcnk in Kipevu Oil Storoge Focility, which

were commissioned in January 2004.The benefits accruing

from the enhanced flow rote ond added storoge copocity

respectiyely ue oheady being enjoyed. The overdue loon

repayments were the lost instalments of the Watern Kenyo

Pipeline Extension loons poyoble to Conadion ond Jopanese

development finonciers.

FUTURE OUTI,OOK

The compcny continues to foce chollenga posed by prevoiling

local ond globol economic conditions. In view of this, the

compcny's S-year strotegic plon lays emphosis 0n the

rehabilitotion, mcintencnce ond exponsion of the pipeline

copacity. In order to meet future customer expectotions, the

compony will continue with the rehobilitotion ond upgroding

Line I in order to be able to sustoin the local ond export

demonds of Lines II ond III. In oddition, the compony plons to

begin the construction of the truck looding focility in

Momboso. The compony will be pcrticipoting, on beholf of the

government, in the pipeline extension to Ugondo whose plaru for

commencement ore 0t on odvcnced stoge.

The compony remoins committed to moximizing the

shoreholder's value and will continue to pursue policia thot

ensure its exponsion ond continued service within the Eostern

,AIrico region.,4s port of its long-term strctegy, the compony

will embork on o modernisotion progrom thot will enhance its

cqacity ond efficiucy in service delivery.

ACKNOWTEDGEMENT

On behalf of my fellow boord members, i wish to express my

oppreciotion to the government,our customers, manogement ond

the stoff of KPC for their continued cooperotion ond support

during the post yeor.

D/4RIUS M. MBEtrt, EGH

AG. CHAIRMAN

KENYA PIPELINE COMPANY ANNUAL REPORT AND ACCOUNTS 2OO4



.4.\J statGmert 0I the llirect0ts' Besrunsi[ility
FOR TllE YEAR ENDID 30 JUNE 2OO4

The Compcnies Act requira the directors to Fepore finoncial stotem€nts for eoch finonciol yealwhich give c true ond foir view of

the stote of offoirs of the compony 0s 0t the end of the finonciol yeor ond of its operating results for thot year. It also requires the

directors t0 ensure the compony keeps proper occounting records, which disclose with reosonoble rccuracy the finonciol position of the

compony. They are olso responsible for sofeguording the ossets of the compcny.

The directors occept responsibility for the cruruol financiol stotements,which hove beenprepored using oppropriote accounting policies

supported by reosoncble ond prudent judgements ond estimotes, in conformity with Internotional Finonciol Reporting Stondords and in

the monner required by the Compony's Act Cap 486. The directors are of the opinion thot the financiol stotements give o true ond

foir view of the stote of the finoncial offoirs of the compony and of its operating raults. The directors further occept responsibility for

the mointenonce of occounting records which moy be relied upon in the preporotion of the financial stotements, os well os odequote

systems of internol finoncicl control.

Nothing has come to the ottention of the directors t0 indicote thot the compony will not remoin o going concern for ot least the next

twelve months from the dote of this stotement.

DIRXCTOR DIRECTOR

Dote 18th Jantory 2006 Dote 18th Jonuary 2006

KENYA PIPELINE COHPANY /\ f llJ ll,\l RL POR I /\l'.ll) /\(- ( Ot.lN 1 S )01)l



Beloil oI the Gontroller and luilitor General on the financial Statements
l@FOR THE YEAR ENDED 3O JUNE 2OO4

I have audited the financial statements of Kenya Pipeline Company Limited for the year ended

30 June 2004 in accordance with the provisions of Section 14 of the Public Audit Act, 2003. 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. The financial statements are in agreement

with the books of account.

Respective Responsibilities of the Directors and the Controller and Auditor Genera!

As set out in the statement of directors responsibilities, the directors are responsible for the
preparation of financial statements which give a true and fair view of the Company's state of

affairs and its operating results. My responsibility is to express an independent opinion on the

financial statements based on my audit.

Basis of Opinion

The audit was conducted in accordance with the lnternational Standards on Auditing. Those
standards require that the audit be planned and performed with a view to obtaining-

reasonable assurance that the financial statements are free from material misstatement. An

audit includes an examination, on a test basis, of evidence supporting the amounts and

disclosures in the financial statements. lt also includes an assessment of the accounting
policies used and significant estimates made by the directors, as well as an evaluation of the

overall presentation of the financial statements. I believe my audit provides a reasonable basis

for my opinion.

1= Fixed Assets

The Balance Sheet as at 30 June 2004 reflects an amount of Kshs.11,219,692,000 under

fixed assets and Kshs.93,047,000 prepaid leasehold land. lncluded in the figure of

K5hs.11,219,692,000 is freehold property of Kshs.39,680,000 which when added to the
prepaid leasehold land brings the total value of land to K5hs.132,727,000. However, the

Corporation does not have title deeds for sixteen (16) parcels of land, the value of which is
included in the Balance sheet. Available information indicates that the management has been
pursuing the matter with the Commissioner of Lands and other relevant Government

departments in an effort to speed up the acquisition of the title deeds. However, in the absence

of the title deeds, it has not been possible to confirm the Company's ownership of the sixteen
(16) parcels of land or to ascertain the effect of such uncertainty on the value of the fixed

assets and leasehold land shown in the balance sheet as Kshs.11,219,692,000 and

Kshs.93,0 47,000 respectively.

2. Motor Vehicle Log Books

ln the report for the previous year, reference was made to the fact that, the company in
1998/1999 financial year awarded a tender to private firm for the supply of eight (8) Toyota

Land cruiser vehicles at a total cost of Kshs.18,944,000. The supplier was paid an advance of
KENYA PIPELINE COMPANY ANNUAL REPORT AND ACCOUNTS 2OO4



,rGh,\.1
Bemrt 0I the Gontrullel and Auditor General 0n the linancial Slatements
FOR THE YEAR ENDED 30 JUNI 2OO4

50% (Kshs.9,472,000). However, the supplier delivered only two (2) vehicles valued at

Kshs.4,736,000. Subsequently, the Company sued the suppliers and its directors in a court of
law for the undelivered vehicles and judgment was entered in favour of the Company and the
supplier ordered to pay Kshs.5,558,812. However, the Company has been unable to execute
the decree as the supplier and the firm directors apparently did not have any tangible assets.
Further, although warrants of arrest were issued against the directors, they have since
vanished thereby diminishing chances of recovering the amount. Additionally, the ownership
of the two vehicles is still in doubt as the Company does not have the log books for the
vehicles.

3. Staff Loans and Advances and lmprest

The balance sheet debtors and prepayment figure of Kshs.1,459,603,000 as at 30 June 2004-
includes staff loans and advances figure of Kshs.273,445,000 that include an amount of
Kshs.13,472,570 being debts owed by members of management and staff whose services
with the Company have since been terminated, Kshs.240,268 debts owed by officers who
have already retired, Kshs.1,561,771 debts owed by deceased officers and Kshs.2,170,447 in

outstanding imprests issued to officers between 1999 and tt/ay 2003, all totalling
Kshs.17,445,056. Although the Company has indicated the efforts it is making to recover

these debts, their recoverability is doubtful but the provision that would have been necessary
in relation to this uncertainty has not been incorporated in these financial statements.

4. Prepaid Amounts -Kshs.Kshs.183.725.717

As reported in the previous year, the Company made advance payments of Kshs.68,296,134
and Kshs.115,429,583 to a contractor for construction of the Company's headquafters and to

a computer firm in respect of consultancy for Enterprise Transformation Project respectively.
These firms did not meet their contractual obligations and as a result, the Company sued them
in a court of law for recovery of the advance payment. ln the case of the contractor, the matter
was referred to arbitration while for the computer firm, the Company applied to the coutt to be

allowed to amend the defence for recovery of advance payment.

It is understood that the Company has recently reached an agreement with the contractor on

how the amount of Kshs.68,296,134 will be recovered. However the renegotiated agreement
and its application will be subject to audit in the year 200512006. With regard to the computer
firm, the matter is still in court

5. Donations

During the year under review, the Company incurred expenditure on donations amounting to
Kshs.16,846,992 without approval from the Board and against an approved budget of only
Kshs.2,000,000. Out of this figure an amount of Kshs.11,588,400 was paid to a company for
improvement of an access road in Bondo while Kshs.2,489,379 was paid to another company

KENYA PIPELINE COT.IPANY ANNUAL REPORT AND ACCOUNTS 2OO4



Berufl 0l the Gontroller and Auditor General on lhe tinancial Statements
FOR THE YEAR ENDED 30 JUNE 2OO4

for improvement of a private house in Maragua. An amount Kshs.1,180,963 was paid to a third

company for construction of lVliritini Secondary School laboratory while Kshs.1,588,250 was
paid as donations to other persons, welfare societies and NGOs. The Company does not

appear to have an approved policy on donations and as such, the criteria used in granting

these donations is not clear. The payments resulted in over expenditure of Kshs.14,846,992
which was not authorized or approved by the board of directors.

Opinion

Except for the matters raised in the foregoing paragraphs, in my Opinion proper books of

account have been kept and the financial statements give a true and fair view of the state of

the financial affairs of the Company as at 30 June 2OO4 and of its profit and cash flows for the
year then ended and comply with the companies Act, Cap 486 of the laws of Kenya.

E.N. Mwai
CONTROLLER AND AUDITOR GENERAL

Nairobi

15 February 2006

t̂/
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6 Profit and loss Account
IOR THE YEAR ENDED 30 JUNE 2OO4

SATES

DIRECT DPENSES

GROSS PROFIT

OTHER (COSTS)/TNCOME

EXPENSES

Administrotion ond Estoblishment

Selling ond Distribution

Other Chorga ond Costs

OPERATING PROFIT

NET FINANCE COSTS

PROFIT BEFORX TA]LTTION

T/X CH/RGE

NET PROFIT FORTHEYEAR

PROPOSED DIYIDENDS

E,,ARNINGS PER SHAR.E (Bosic ond Diluted)

Note

17

r8

19

2004
KShs'000

2003

KShs'000

6,737,216 6,527,997

(2,78s,901) (3,s00,7+3)

3,951,315 3,027,254

(21,s29) 191,007

3,929,786 3,218,261

20

21

22

1,942,683

3s, I 93

31,717

1,747,383

+5,016

197,623

23

2+

16

25

2,009,s93 1,990,022

1,920,193 1,228,239

(203,62e) (186,s72)

1,716,564 1,041,667

(6e2,178) (s17,262)

1,02+,386 52+,405

150,000 36,346

55.35 28.85

KENYA PIPELINE COMPANY ANNUAL REPORT AND ACCOUNTS 2OO4



Balance Sheet
AS AT 30 JUNI 2OO4

ASSETS

NON-CURRENT ASSETS

Fixed /ssets

Prepaid Leosehold Lond

Intongible ,Asset

Investment in KOSF

Investments

CURRENT ASSETS

Stock

Debtors ond PrEoyments

Bonk Bolonca ond Cosh

TOTAT ASSETS

SHAREHOTDER,S FUNDS AND TIABITITIES

CAPITALAND RESERYES

Shore Copitol

Reserves

Proposed Dividends

NON-CURRENT TTABITITIES

Retirement Benefi t Obligotions

DeferredTax

Term Locru

CURRENT TIABITITIES
Bonk Overdroft

Current Portion of Locns

Retirement Benefi t Obligation

Creditors ond Accruols

Tax Ptyable

Dividends Declored

Note

2(o)
3

4
2(b)

5

9

10

11

2004
KShs'000

11,219,592
93,047

1,023,885
1,+59,603

945,960

2003
trShs'000

988,72+
1,253,087
1,295,878

12,522,079
379,679

2,898
1,688,166

4

13,000,909 13,00+,660

4

8(

6

7

i)

3,430,448 3,537,089

16,431,357 16,541,749

363,466
11,875,708

185,346

363,465
11,147,933

35,3+5

12,426,520 11,547,745

12

13

14

8 (i)
14

12

15

16

1l

366,092
11,973

1,008,925

542,900
)) )))

1,396,990 s6s,t22

10,901

642,945
645,908
731,932
586,151

52,814
2,118,107

+69,100
1,083,235

669,280
36,345

2,617,847 4,428,882
TOTAT SHAREHOTDER'S FUNDS

AND TIABITITIES 16,431,357

The finonciol stot€xn€nts wue approved by the Boord of Dirators on 18th Jonuory 2006 ond signed on its beholf by: -

,{Z^,\r*,e*W

Directors

a,-KENYA PIPELINE COMPANY

-.
ANNUAL REPORT AND ACCOUNTS 2OO4
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@ Statement oI Ghanges in tuuity
FOR THI YEAR ENDED 3O JIJNI 2OO4

,4s ot 1 July 2003

,4s previously stated

Prior yeor odjustment (Note 33)

DeferredTox

Depreciotion Adjustment (Ngong Plot)

Profit for the year

Dividend poid 2003

Proposed dividend 2004

As ot 30th Jruunie 2004

Shore

Copitol

KShs'000

(Note 9)

Shore

Premium

KShs'000

(Nor€ 10)

Revenue

Reserve

KShs'000

(Note l0)

Proposed

Dividends

KShs'000

(Note l l)

Ibtol

Equity

KShs'000

11,584,091353,465 512,289 10,535,6+4 72,692

(1s1,827)

6,216

1,02+,385

(1s0,000)

(36,3+5)

r 50,000

363,466 572,289 11,364,419 186,346 12,426,520

-..

(1s1,827)

6,216

1,024,121

(36,346)

KENYA PIPELINE COMPANY

vr
ANNUAL REPORT AND ACCOUNTS 200i1



Gash llow Statemcnt
FOR THE YEAR ENDED 30 ]UNE 2OO4

2004
KShs'000

1,715,564

825,+56
1,192

2,898
1+0 ,7 17

-3,627
183,139

31,+42

291,271

3,199,052

-202,516
-35,7 37

-287,94+

l@r

Cosh Flows From Operoting Activities

Net Profit Before Toxotion

Adjustments For:

Depreciation ond Amortizotion

Amortizotion of Prepcid leaseho]d Land

Amortization of Intongible,4ssets

Foreign Exchonge losl (Gains)

Interest Income

Loon Inter€st Expense

Profit on Sole of Fixed,Assets

Amortization of Pipeline Rehobilitation Costs

Provision for Loss Of , ssets - Ngong PIot

Provision for Diminution inValue of Investments

Provision for Loss of r4ssets

Operoting Profit Before Working Copitol Chonges

Debtors ond PrEoyments

Stock

Trode and Other Creditors

Cosh Genercted from Operotions

Income Toxes Poid

Net Cosh Flows From Operating Activities

Cosh Flows from Investing Activities

Dividends Poid

Interest Received on Deposits

Loon Interest Paid

Purchose of Fixed,4ssets

Proceeds from Disposcls of Fixed,4ssets

Net Cosh Utilised In Investing Activities

Cosh Flows From Financing Activities

Loons Received

Loon Repoyments

Net (Decreose)/Incretse in Cosh ond Cosh Equivolents

Effect of Exchonge Rote Changes

Cosh ond Cash Equivclents ot the Beginning of theYeor

Adjustment for Non Cosh Movement

Ccsh and Cosh Equivclents ot the End of theYeor

(Note 8 iii)

2003
KShs'000

1,0+1,667

1,013,+56

+,316
3,067

-78,056
- 19,851

178,329

-7,329
57,557

915

2,194,091

-80,921
-55,1 58

173,9++

2,558,855

-785,s+5
2,231,956
-435,027

1,873,309

-36,3+6
3,301

-355,745
- 1, 1 18,380

1,795,929

31,1+3

- r 15,303

-2,0s2,593
7,329

-1.,508,170 -2,129,424

1,931,824
-2,664,345

1,224,361

-922,236

-732,521 302,125

-367,382
50,377

1,2+3,06+

936,059

-31,370
-27,267

1,301,701

17
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l@r
llotes to the financial Statements

Buildings - domestic

Buildings - industriol

Show ground povilion, wooden buildings ond fences

Pipeline ond tonk

Pumps, tronsformers orid switch-6ear

Furniture, fittings cnd equipment

Roads

Helicopters

Motor vehicles

Computers

FOR THi YEAR ENDED 30 ]UNE 2OO4

I. ACCOUNTING POTICIES

o) Bosis of Accounting

The finoncicl stotements are prepored, on the historicol cost bosis of occounting.

b) Revenue Recognition

Soles rEresent invoiced volue of services rendered during the year in relotion t0 tronsportotion and storage of petroleum

products, net of yolue odded tox. Sola revenue is recognised upon performance of the services.

Interest income is recognised os it cccrues (tcking into occount the effective yield on the csset).

c) Fixed Assets ond Depreciation

Fixed ossets are stated ot cost less cccumulated depreciation. Depreciation is colculcted on a stroight line basis 0t cnnuol rotes

estimoted to write offcarrying vclues of the ossets over their expected useful Iiva. The onnuol depreciotion rotes used ore:

2.5 %

4.0 %

20%
+.0 %

s.0 %

10%
20%
20%
25%
33.3%

PrEcid leosehold lond is omortised over the unexpired peiod of the leose.

d) Tronslotion of Foreign Currency

Transcctions during the yeat are converted into Kenyo shillings ot exchonge rates ruling ot the transaction dates. , ssets and

liobilities which cre expressed in foreign currencies ore tronslated into Kenyo shillings 0t exchonge rotes ruling ot the bolonce

sheet dote. The resulting differences from conyersion and translotion are deolt with in the profit and loss occount in the year

in which they crise.

e) Stocks

Stock ore volued ot the lower of cost ond net realisable volue. Cost comprises expenditure incurred in the normol course of

business, including direct moteriol costs on o weighted overage bosis. Net reolisoble volue is the price ot which the stock con

be reolised in the normol course of business ofter allowing for the costs of the reclisation ond, where tppropriate, the cost of

conversion from its existing stote t0 o reolisoble condition. Provision is made for obsolete, slow moving ond defective stock

as ond when determined.

KENYA PIPEI..INE COMPANY
t8
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llotes to the tinancial Statemenls
FOR THI YIAR ENDED 30 JUNI 2OO4

D Investments

Inyestments ore stoted ot cost less provision for ony permonent diminution in vo]ue.

g) Pipeline Rehabilitotion

Costs reloting to the rehabilitotion of the Momboso to Noirobi pipeline ore occumuloted in o work-in-progress cccount ond

ore omortised over o period of five years on o stroight-line bosis.

h) Retirement Benefits

The company contributes 24.9% o[ employee's pensionoble emoluments while the employee contributes Soh to a defined

benefit pension scheme. In determining the contributions to be mode, the recommendotions of independent octuories ore

token into occount. The pension occounting costs lre ossessed using the projected unit credit method. Under this method,

the cost of providing pensions is chorged to the income stotement s0 0s to spreod the regular cost over the service lives of

employees in occordonce with the odvice of quolified octuaries who carry out o full vcluotion of the plan once in every three

years. The pension obligotion is mecsured ot the present volue of the estimcted future cosh outflows using interest rates of

goyernment securities, which hove terms t0 maturity opproximating the terms of the related liobility. ,411 actuariol goins

and losses ore spreod over the overage remaining service lives of the employees. In the yeor 2 00 1 the compcny implemented

IAS 19 (revised) Employee Benefits ond occounted for the transitionol liability by odjusting retoined eornings at 1 July

1999.

The compony olso contributes t0 0 stotutory defined contribution pension scheme, the Nationol Sociol Security Fund

(NSSF). Contributions are determined, by locol statute ond in the yeu under oudit were limited to KShs 200 per employee

per month.

The compony's contributions to the oboye schemes are chorged t0 the profit ond loss occount in the year to which they relate

i) Toxotion

Current toxdtion is provided for on the basis of the results for the year os shown in the financicl stctements, odjusted in

occordonce rvith the tox legislction.Deferued toxotion is provided using the liobility method, for oll temporory dif[erenca

orising between the tox boses of assets cnd liobilities ond their corrying volues for finonciol rqorting purposes. Deferred tax

ossets ore recognised for oll deductibletemporary differences,carry forward ofunused tax losses and unused tox credits to the

extent thot it is proboble that luture tcxoble profit will be ovoiloble ogainst which the deductible temporory differences,

unused tcx losses ond the unused tox credits can be utilised.

i) Bod and Doubrful Debts

Specific provision is mode for cll known doubtful debts. Bod debts ore written off when oll reasonoble steps t0 recover them

hove been token without success.

k) Dividends

Dividends are chorged to reserves in the period in which they are proposed. Proposed dividends cre shown 0s o seporcte

component of equity until declored.

6

l9
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llotes t0 thG linancia! statements 6IOR THE YEAR ENDED 30 JUNE 2OO4

2 (b) Kpc TNyESTMENT rN KTPEyU OIt STOnAGE FACITITY (KOSF)

Included in CopitolWork-in-Progress is KSirs +3,835,695 (2003- 44,385,504) relcting to Momboso- Noirobi

pipeline rehobilitotion costs which ore omortised over o period of five yeors on a stroight line bosis. Amortisotion for the

year wos KShs. 3 1,441,888 (2003 - 57,565,971)

L

cosT

At 1, July 2003

Buildings

ond roods

trshs'000

Pipeline

rhk
trshs'000

Pipeline

Equipment,

Furniture a

Fittings

trshsr000

Ibtol

lbhsr000

Additions

Disposols

Adjustments / Reclossificotion

Trorufers

10,+90

10,490

1,325,796

1,325,796

446,+99

#6,499

1,782,785

1,782,785

At 30th Jrulne 2004
DEPRTCIATION

At July 2003

Chorge for the year

Disposols

At June 2004

420

420

57 ,7 59

s7 ,7 59

36,+40

36,#o

9+,619

94,61.9

NET BOOKYAIUE

At 30th June2004 10,070

At 30th June 2003

1,268,037 410,059 1,598,165

KENYA PIPELINE COMPANY

v.r
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l9 llotes t0 the Iinancial Statements
FOR THI YIAR INDTD 30 JUNE 2OO4

3 PREPAID IEASEHOLD I.AND

Cost

Reclossificotion

Additions

Provision for loss of osset

Totol cost

Accumuloted omortisotion

This yeor's

Provision for bad debt

Totol omortisotion

Net BookVolue

4 INIANGIBI,E ASSETS

COST

At the beginning of the yeor

Additions

Accumuloted omortisotion

For the year

Totol Amortisotion

746,500 Ordinory Shores of Kshs.20 Eoch

2,605,000 4%Non- Cumulotive Preference Shores of Kshs.20 Eoch

Provision for Permonent Diminution inVolue

2004

KShs'000

+0+,109

(291,673)

112,+35

2003

KShs'000

388,732

(+,023)

19,400

+04,109

(24,+14)

(1,1e2)
5,216

(19,390)

(20,11+)

(4,316)

(2+,+30)

93,047 379,679

13,1 l8

13,1 t 8

(10,220)
(2,898)

13, 1 18

13,1 18

(7,1s3)

(3,057)
(10,220)

Net BookVolue 2,898

Intongible osset comprises cost of purchosed softwore. Softwore costs ore omortised over 3 years.

5. INYESTMENTS

Consolidoted Bonk of Kenyo Limited

Petroleum Institute of Eost Africo

i) Investments in Consolidoted Bonk of Kenya Limited ore stcted ot cost less provision for permonent diminution in volue os

shown below. Cost represents the nominol value of shores received in exchonge for deposits held in defunct finonciol

institutions token over by the bonk.

2

2

2

2

4+

14,+00

52,630

1+,+00

52,630

67,030.

(57,028)
67,030

(67,028)

22
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ilotes to lhe tinancial Statements 6IOR THi YEAR ENDID 30 JUNt 2OO4

2004

KShs'000

1,027 ,1+0

(3,2 ss)

2003

KShs'000

991,379

(3,2ss)

6. STOCKS

Spcre Ports ond Consumables

Provision for Obsolete Stock

7. DEBTORS AND PREPAYMENTS

Purchose Deposits

Trade Debtors

Stoff Loons and Advonces

Intere.st Receivoble

Prepaid Construct Costs

Refundoble Deposits

Prepcid Expenses

Government Debtors

Other Debtors

Provision for Bod and Doubtful Debts

8. BANK BALTNCES AND CASH

i) Bonk Bolonces, Cosh ond Overdrcft comprise the following:

Short-Term Deposits with Banks ond Non-Bonk

Financiol Institutions

Less Provision for Deposits in Ailing Institutions

Net of Provisions

Treasury Bills

Bonk Balonces ond Petty Cosh

Totol Bonk Bolance ond Cosh

1,023,885 988,12+

36,1+0

859,479

273,445

325

183,726

5,543

58,+71

38,27 5

462 550

1,917 ,955
(4s8,3s2)

7,7+9

572,669

373,146

339

183,725

6,143

4,431

2,636

+64 355

1,590,131

(462,117)

1,+59,603 1,253,087

Government debtors relote to expenses incurred on beholf of the Ministry of Energy in operoting the Kipevu Oil Storoge Focility

duringthe year2003/}4.Reyenuereceivedonbeholf of theMinistryof Energy woslGhs 370,023,793 andremittancestothe

some ministry were Khs 300,000,000.

Thedecrease in Bad Debts Provision of Kh.3,765,000.00 is in relation to Ksh.4,680,5+2.95 being remittcnceof employee

pension contributions for the yeor and Kh.915,27+.00 in respect of a bod debt provision for on insuronce cloim due from

Lokestor Insuronce in respect of c stolen vehicle Registrction No. K,4I 360U.

2004

I(Shs'000

627,007

t52,73

+74,272

472,688

946,960

2003

KShs'000

825,597

(rs3,23s)
672,462

623 +15

1,295,878

Bank Overdraft 10,901

Included in the Short-term deposits is a sinking fund omount of IGh 194,352,000 held with Kenyo Commerciol Bonk.

ii) Deposits previously held in the following oiling financial institutions havebeen fully provided for.

52,814

KENYA PIPELINE COMPANY
23
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d llotes to the tinancial shtemenls
FOR THI YIAR ENDID 30 ]UNI 2OO4

Continentcl Credit Finance

Pioneer Building Society

Trode Bank

Pon Africon Bonk

Thobiti Finonce

Middle Africa Finonce Compony

United Trustees

Kenyo Finance Corporotion

Eurobank

iii) Cosh ond cosh equivolents included in the cosh flow stotement

comprises the following bolonce sheet omounts

Cosh ot Bank ond in Hond

Kcb Sinking Account

Treosury Bills

Bank Overdroft

Cosh ond Cosh Equivalents at the End of theYeor

iv) Bonking focilities

The compony hos the following bonking focilities with various bank

Specific Loon

Revolving Overdroft

Bonds ond Guorcntees

Letters of Credit

Specific Guorontees

Pledged Deposits

200+

KShs'000

2003

KShs'000

52,720

20,265

13,173

52,720

20,265

13,173

1,432

6,333

I,503

7,309

49,900

1,932

5,333

t,603
7,309

49,900

152,735 153,235

7 s2,608

19+,352

1,29s,878

(s2,814)( ,900 )
936 0s9 243,064

96,000

100,000

50,000

240,000

s58,519

r 00,000

61,000

100,000

163,820

81,03s

505,855 1,064,619

The focilities are secured, by:

o) Specificpledgeof fixeddepositsomounting to US$ 5,403,453.88 (KShsa23,900,956.90) t0secure overdroftondletters

of credit.

b) Specific pledge of fixed deposit omounting to KShs. 58,795,000 to secure the guorontea.

c) Generol pledge of vorious funds in the vorious occounts to the extent thot overoll deposit bolonca will not ot ony time foll

below the overoll outstonding bolonca.

KENYA PIPELINE COMPANY ANNUAL REPORT AND ACCOUNTS 2OO4



9. SHARE CAPIAL

Authorised:

19,369,580 Ordinory Shores of KShs. 20 eoch

Issued ond Fully Paid:

18,173,306 Ordinory Shares of KShs.20 eoch

IO. RESERYES

Share Premium

Retained Eornings

Shore premium arose from the issue of 10,454,874 shores of per value IGh 20 0t IGh 59

I1. DIYIDENDS

Proposed Dividends Brought Forword

PriorYeor Dividends Approved and Poid

Proposed Dividends

At 30 June 2004

Proposed Dividends

Dividend Per Shore

The year end defined benefit liobility was determined os

follows:

Present volue of funded obligotions

Foir volue of plon ossets

Present volue of net ossets

Unrecognised octuoriol loss

Net retirement benefit liobility

llotes t0 the linancial $tatements
IOR THE YIAR ENDID 30 JUNI 2OO4

2004

KShs'000

387,392

363,466

512,289
11,36+,419

1 1 ,87 6,7 08

72,692
(36,345)
150,000

185,3+6

r s0,000

8.2s

2004
KShs'000

2, 188,000
( I ,0es,000)

1,093,000
(8 1,000)

1,012,000

l@r

2003

KShs'000

387,392

363,466

512,289
10, I 19,8 10

10,632,099

36,346

36,3+6

72,692

36,3+5

2

a) During the year, o dividend totalling to Kshs. 36,3+6,000 was poid. A dividend of KShs 8.25 per shcre (totclling

KShs 150,000,000) hcs been proposed ond the omount disclosed 0s 0 s€pcrote compon€nt of equity on the bolonce sheet

ot 30 June 2004.The dividend will be submitted for formcl opprovol at the.Arurucl General Meeting.

b) Dividend per shore is orrived at by dividing the totol dividend by the number of shores in issue at the bolonce sheet dote.

12. RETIREMENT BENEFIT OBTIGATIONS
2003

KShs'000

2,1 88,000
( I ,095,000)

1,093,000
(81,000)

KENYA PIPELINE COMPANY ANNUAL REPORT AND ACCOUNTS 2OO4
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l@
llotes to the linancial Statements
FOR THE YIAR ENDED 30 ]UNE 2OO4

Movements in the net liability recognised in the balonce sheet ore os follows:

Net liability ot beginning of the yeor

Net expense recognised in the income stctement

Employer's contributions

Net liobility os at 30th June Current 6+5,908

Non-current 366,092

The yeor 2OO2/ 03 retirement benefit liability hos been restoted o, fojlr*,
Current Portion 459,100

Non-curent 542,900

The expense recognised in the income stotement is as follows

Current service costs net of employees contributions

Interest on obligotions

Expected return on plan assets

Totol included in stoff costs

The principol octuoriol ossumptions ot the bolonce sheet ond comporotive dotes were:

Discount rote (p.0.)

Expected return on scheme ossets (p.0.)

Future solory increoses (p.0.)

Future pension increoses (p.0.)

I3. DEFERREDTAX

The provision for deferred tox comprises:

Excess of toxwear ond tear allowonce over depreciotion

Unreolised exchonge loss

-..

2004

KShs'000

9+0,000

19+,000

(122,000)

1,012,000

2003

KShs'000

9+0,000

194,000

(122,000)

1,0 r 2,000

1,012,000

The lotest voluotion done is for the year ended June 2001 by ,fiexander Forbes Consultont Actuoria (formerly Hymons

Robertson) whichrcveoled o deficit of KShs 1,012,000,000.The fullomount wos provided for in the finoncialstotements for

the yeor ended 3 0 Jme 2001. ,A voluotion wos not corried out for the current finonciol yeor.The directors are of the opinion thot

the liobility hos not chonged moteriolly from thot of the previous yeor.

Since the lost voluotion, the Company hos only been able to meet the normol contribution to the fund, leoving the element of

under-funding os outstonding. Hence there is no reduction on the under-funded omount.

Howeyer,actuol voluotion is expected to be done this yeor to oscertoin the extent to which the fund is under-funded upon which

Monogement will be oble t0 stote on how to finqnce the some.

101,000

r 93,000

(1 00,000)

19+,000

10%

10%

8%

0%

200+

KShs'000

11,9731

101,000

r 93,000

( 100,000)

19+,000

2003

KShs'000

169,715

(147,493)

11,973

KENYA PIPELINE COMPANY

v
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llotes to the tinaneial Statements
IOR THE YEAR ENDED 30 JUNE 2OO4

14. TERM TOANS

The company entered, into long term Ioon ogreements with internctionol lenders who ovoiled the funds in vcrious foreign

currencia.The omounts outstonding as ot 30 Junewere os follows:-

6,

Western Kenyo Pipeline Extension

Export D arelopment Corporotion

Export Import Bonk ofJopan

Natexis Bonques Populoires

Stondord Chartered Bonk of Kenyo

Commerciol Bonk of /frico

Stondord Chortered Bonk

Triple,A Capitol

Rehobilitotion of the Eostern Pipeline

Europeon Investment Bonk

Construction of JetAl Tonks in Kisumu ond Eldoret

Union Bank of Indio

Totol outstanding os ot 30 June

Less: Current portion of loans

Currency

200+

KShs'000

1.418,160

r 36,358

93,674

3,678

1,651,870

(542,9+s)

2003

KShs'000

939,531

251,312

81,990

7 52,813

87,500

+,851

2,118,107

(2,118,107)

US$

H
FrF

us$

us$

Khs.

Khs.

IGhs.

Euro

US$

Long term portion 1,008,925 NIL

The loons are repayoble in the currencia in which they are drown ond ore guoranteed by the Governm nt of Kenya. The repoymnt

terms ond interat rotes of the obove outstcnding loons are os follows:-

o) Export Development Corporotion - (EDC)

The originol loon of US$ 45,520,300 wos for theWesternKenya Pipeline Extension.It wos mode up of foreign portion 0f

USfi 39,627,300 and o locol portion of US$ 5,993,000 bearing interest 0t 0 rote of 8.3% p.a. ond 9.45% p.a.

rapectively. The first drowdown wos mode on 28 Januory 1991.

Additionol finoncing of US$ 13,500,000 mode up of US$ 2,025,000 os locol portion ond US$ 11,+75,000 CI foreign

portion with interat rate of LIBOR plus 1.5% p.o. ond 8.05% p.0. respectively wos sourced from EDC for the completion

of the project. The first drowdown was mode on 20 December 1991.

The two loons ore repayable in twenty semi-onnuol equol instolments ending in December 2003 ond ore now fully rEoid.

b) Tiple A Copitol Ltd

o) During theyeor,thecompony refincnced the followin6loons through 0n orongement facilitoted byTripleA Copitol

Limit€d with Standord Chortered Bonk Kenyo [td.-

A.KENYA PIPELINE COMPANY
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EDC Kshs. 1,250,577,549.00

Jcpon Bank Internationol Corporotion Khs. 397 ,699,893.00

Totol IGhs.1,558,2 77 ,492.00

The loon is repoycble in 36 equolmonthly instalments starting Jonuary 2004. The locn will be fully red.eemedhy December

2005.The loon is secured by afixed debenture chcr6e over receivobles due to the borrower from Kenya Shelland BP Shell.

The company ent€red into a borrowing crrcng€ment with Triple A Capital Limited (Triple A) to finonce the pcyment of

contrcctors cnd internotionol suppliers. It loter turned out thot Triple A did not have the necesscry resources to poy these

suppliers. The compony then instructed its bonkers Standord Chortered Bank Kenya Limited (Stanchort) to provide the

necessory finances to Triple A to enable it t0 poy the suppliers.

Following government intervention, the Triple A controct wos cancelled ond payments made by Stonchort were converted into

a loon poyable directly to the bank.

In oddition to the poyments made by Stcnchort,TripleA had olso mode some poyments directly, hence the loon due to it of

Sh 221,0+0,000. The company is disputing this cmount on vorious grounds ond has not occrued any interest on this

bolonce .The motter is now in court.

,4s per the loon cgreements betweenTripleA and KPC failure t0 poy the cmounts due in 30 doys ottracts Iiquidoted domoges

colculated at 0A% of the total omount owed compounded monthly until full settlement of the omount outstonding. The

loon from Triple A is unsecured.

c) Export Import Bonk ofJopan

The loon wos for theWestern Kenya Pipeline Extension with o moximum drawdown omount of JYen8,244,687,000,

beoring interest 0t 0 rote of 5.7% p.c. The first drowdown wos mode on 15 March 1991.

The loan was repoytble in 20 equolsemi-onnuol instolments ending on December 2003 ond is now fully repoid.

d) Notexis Bonques Populoires

The loan wos for theWestern Kenyo Pipeline Extension with moximum drawdovvn omount of FFr 135,8 42,367 , foreign

portion being FFr 119,350,067 ond locolportion being FFr 15,+92,300.Interest occrued 0t 0 rote of,8.3% p.o. cnd

10.15% p.0. r€spectively.The first drowdown wos mode on 12 July 1991.

The loon wos repoyable in 20 equolsemi-onnualinstolments ending in November 2003 ond is now fully rEoid

e) Europeon Investment Bank

The loon wcs sourced to finonce a study for the Pipeline extension to Ugondo. The omount of the loan wos Euro 98,158.00

accruing interest 0t 0 rote of 1% p.a. ond wos rEoid in seven equol cnnuol instclments ending October 2002.

f) Stondord Bonk of Kenyo

This loon omounting to US$ 15 Million wqs sourced to finonce the vorious copitol projects, which the compony was

undertoking 0t the time. The loon bears interest 0t LIBOR plus 1.85%,p.a.ptyable monthly over a period. of 16 months

storting February 2003 and ending Moy 2004 .The loon is therefore now fully rEoid.

KENYA PIPELINE COMPANY ANNUAL REPORT AND ACCOUNTS 2004



Trode Creditors

Loon Interest Payable

Other Poyobla

W/Tax
Land Levy

VAT

Corporotion Tox Penoltia

The corporotion tox penclties ore in rapect of oV,\T oudit ossessment undertoken in 2003

16 tr{XATION

o) Bolonce Sheet -Tox Ptyable

Bolonce Brought Forword

Chorge for theYecr

Poid During theYeor

b) Profit rAnd Loss Account-Tox Chorge

(i) Current tox ot 300/0 on the toxoble profit for the yeor

Prior year under/(over) provision

Deferred tox (credit) /charge

(ii) Reconciliotion of t0x0ti0n expense to tox bosed on

occounting profit:

Tox opplicoble rate of 30oh (2003:30%)

Tox efiIut of items not deductible for tox purposa

Ptior yeor wder/ (over) provision

llotes t0 the tinancial Statomonts

202,484

25

283,128

9,817

181,776

(97,125)
151,827

731,932

669,280

702,+27

(78s,s+6)

586,161

713,+61

(11,034)
(10,2+9)

592,178

1,716,56+

51+,969

188,243

(11,03+)

@rFOR THE YIAR ENDED 30 JUNI 2OO4

g) Commerciol Bonk of Africo.

This loon wos olso sourced to finonce duty andV,\T on imported moteriol for the Jet A-1 tonk under construction in Eldoret

ond Kisumu depos.The omount was US$ 1,200,000.00 with on interest rote of 30 doys LIBOR plus 1.0% p.o. ond wos

to be liquidoted in December 2003.

2004 2003

KShs'000 KShs'000

I 5. CREDITORS AND ACCRUATS

378,870

173,585

188,570

14,+69

181,776

130,703

15,262

1,083,235

599,881

505,+25

(436,027)

669,280

505,426

1 r,836

517,262

1,041,667

3 12,500

204,762

692,178 517,262

Tox ossessments hove been ogreed with theK,'nya RevenueAuthority up to the finoncicl year endingJune2002.The opplicotion

for the woiver::'.:T:::::::on rote povmen-:*'some period:::::::::1":::':l:':-

!r,
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During the yeor, the Kenyo Revenue Authority undertook a complionce oudit on oll ospects of toxotion within the compony. The

ogreed ossessment stonds ot IGhs. 163.8 million comprising Corporotion Tox,Withholding Tox ondVolue AddedTox and the finol

ossessment is expected.

r7. sArEs

local Sala

KOSF

Export Sola

Refer to Note 7 concerning KOSF revenue

18. DIRECT EXPENSES

Depreciotion ond Amortisotion

Insuronce

Amortisotion of Pipeline Rehabilitotion Coss

Rebota to Shippers

Maintenonce Stoff Costs

Electricity and Fuel

Pipeline Mointenonce Costs

Kipwu Oil Storoge Focility Costs

Other Mointencnce Costs

le. OTHER /(COSTS)/TNCOME

(Los)/Goin on Foreign Exchonge

Gain on Disposol of Fixed ,Assets

Miscelloneous Income

Rent ond Rota

Iegcl and Profasionol Expensa

Auditors' Remuneration - Curent Yeor

Mbelo Commission - Speciol Audit

Provision of Stolen MotorVehicla

Directors'Emoluments -cs Executives

- os Non Executiva

200+

KShs'000

3, I 14,801

3,622,415

2003

KShs'000

2,73+,620

33 7,s88

3,455,789

6,737,216 6,527,997

829,s45
110,420

31,442

1,0+0,3+2

30s,286

418,95+

+9,911

1,020,439

92,353

57,555

79,797

1,021,977

32 1,865

617,499

223,52+

65,723

2,785,901 3,500,7+3

(140,717)

119,188

78,055

7,329

105,622

(21,s}e) 191,007

During the year, the compony lost IGh 261 million of which kh 1+4 million wos 0s o result of the Triple A Copitol Ltd

tronsoction,ondogoinof Ksh l2l millionraultinginonetlossof kh l39million.

20. ADMINISTRT{TION AND ESII{BTISHMENT EXPENSES

37,235

24,732

2,600

2+7

7,515

20,s22

35,466

2,807

3,015

287

915

7,0+3

6,275
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2004

KShs'000

1,230,515

1 18,368

16,947

35,1+5

17,7+6

+2,709

96,729

291,671

6
2003

KShs'000

1,228,468

193,350

102,172

29,0+2

21,109

60,882

55,550

Administrotive Stoff Costs

Consultoncy Fees

Buildings Repcirs ond Mointenance

Telephone ond Postoge

MotorVehicle Expenses

Trovelling ond Entertoinment

Other Office ond Generol Expenses

Provision for Loss ofr sset - Ngong Plots

2I. SEIIING AND DISTRIBUTION

Bad Debts Provision

Advertising ond Printing

22. OTHER CHARGESAND COSTS

Penolty on Withholding tox

UncloimobleVAT

23. NET FINANCE COSTS

Loon Interest Poyoble

Bonk Interest

Bonk Chorges

Interest Income on Deposits

24. PROFIT BEFOREtr{,XATION

Profit before toxotion is arrived ot ofter chorging: -

Depreciotion

Auditors' Remunerotion - CurrentYear

Directors'Emoluments - os Executives

os Non Executives

Loan Interest

Loss on Exchonge

Provision for Bod Debts

Provision for Loss of,4sset

Pension Scheme Costs

/mortisotion of Intongible,4ssets

Amortisction of leosehold Lond

ond ofter crediting:-

Goin on Disposol of Fixed,4sses

1,942,683 1,747 ,383

35,1 93 +5,016

35, I 93 45,016

11 ,7 17

20,000

31,717

157,523

40 000

197,623

1 83,1 39

9,9+9

14,158

(3,627)

178,329

10,154

17,940

(1e,8s 1)

203,629 186,s72

829,5+6

2,600

7,515

20,522

1 83,1 39

(6,042)

291,571

2,898

1,192

1,020,439

3,303

7,043

6,276

178,329

(1+7,826)
915

188,234

3,067

4,316

A.KENYA PIPELINE COMPANY
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25. EARNINGS PER SHARE _ BASIC AND DITUTED

Eornings per shcre are cclculated on the profit after tax and on the overoge number of shores in issue ot the Balonce Sheet date

Bosic ond Diluted Eornings Per Shore are the some.

26. DIWDENDS PER SHARE

Dividends per share is calculoted on proposed dividends for the year of KShs. 150,000,000 ond on the number of shores in issue

at the Bolance Sheet dote.

27. CONTINGENT LIABIIITY

(i) Locol bonk hod opened Ietters of credit in favour of the componyt yorious foreign suppliers omounting to

KShs. 139,874,519.64 (2003 - 24,416,49+).

(ii) ,4s at the 30 June 2004 there were vorious undetermined litigotions ogoinst the compcny whose cloims omounted to

KShs. 3 06, 75 2 ,3 I 3 . The omount of cloims is bosed on specific cloims lounched ogoinst the company 0s 0t Septembe r 2004.

(iii) /s reported in the previous year,the three moin stolled projects ore the Heodquorters Building, Morendat Stoff Housing ond

the Eldoret Stcff Clinic ond Office Extensions. So far, the compony hos spent Kshs 750,213,084.00,
Ikhs 485,839 ,827.00 ond Kshs 120,376,672 respectively 0n the three projects.

,4s ot the time of submitting these occounts for oudit, the ogreement of the controctor of the Heodquorters Building has been

terminoted.

28. CAPITAT COMMITMENTS 200+
Ikhs'000

2003
IGhs'000

Appr ov ed Copi tol Commi tments 1,901,208 2,188,823

The omounr of Khs 1 ,901 ,208,000 (Khs 2,188,823 in 2 003)in respect of capitol expendirure is included in the cpproved

budget.

29. EMPTOYEES

The overoge number of employees during the year wos 1,+3+ (2003 - 1,415)

30. INCORPORATION

The compony wos incorporoted in Kenyo in 1973 under the Componies Act (Cap a86).

3I. CURRENCY

The finonciol stctements hwebeen presented in thousands of Kenyo shillings (KShs'000).

32. PRIORYEAR ADJUSTMENT

The amount of lCh t S 1,827 ,000 is in respect of the 2004 tax oudit which resulted in bockdoted taxes

33. COMPARATITIES

Wherenecessary,comparotive figures hove been odjusted to conform with chonges in the current yeort praentotion.In porticulcr,

the comporotive figures hove been odjusted to take into occount the odoption of Internotionol Accounting Stondords Numbers 10,

17 and 19 (revised).

KENYA PIPELINE COMPANY ANNUAL REPORT AND ACCOUNTS 2OO4
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l(enya Pipeline ilenroilt

U6ANDA

NDI

KENYA

COl\hryuki

Lokichogio
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Kisumu

Noirobi

O OoNokuru
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a

MoshiC.....
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Port

OIL PIPELINE NETWORK
HilSTING & PROPOSED PIPELINES & RETATED FACITITIES IN KENYA & EAST AFRICAN REGION.

SUDAN ETHIOPTA

D.R.CON60

6omo

Momboso

ca

cs Solaam

' E:dsting facilities

White oil storage tank

Pipeline

Exining loading facility

CJ Rait siding

Planned short t€rm prci*ts

* Proposed fuel loading facilities

O LPG norage facilrties

Pipeline extension to Kampala

[J Rail siding/Mooring facilrties

Plmned medium tem

O (PoP) - Points of Presence

(White oil storage tanks)

Planned long term/future

O LPG storage facilites

Pipeline extensions

Spur lines
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Kenya Pipeline Company Ltd.
PO. Box 73442 - 00200 Nairobi Tel: 3421 50/ I
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