ABRIDGED RESULTS FOR THE FINANCIAL YEAR ENDED 30 JUNE 2018
Abridged and Published in Accordance with Article 137 of the Articles of Association of the Company
ABRIDGED MESSAGE FROM THE CHAIRMAN

ABRIDGED MESSAGE FROM THE MANAGING DIRECTOR & CEO

During the year under review, the company set a
firm foundation for building strong relationships
with communities and other stakeholders by
benchmarking ourselves against the best in the
world and developing vibrant strategies for
creating and maintaining strong, mutually beneficial
relationships.

We made a 2% increase in pre-tax profit for the
year ended 30 June 2018, which translates to Kshs
11,746 million. In 2017, we made a profit of Kshs
11,461 million. The improved performance was a
result of net finance income. Our company’s total
revenue increased by 4%, up from Kshs 43,432
million in 2017 to Kshs 45,290 million. This was
driven by a 20% growth in steam revenue, which
increased from Kshs 5,189 million in 2017 to
Kshs 6,222 million in 2018. At the same time, the
revenue we generated from geothermal power
plants increased from Kshs16,102 million in 2017
to Kshs 17,112 million in 2018, a growth of 6%. This
reinforces our strategic plan which focuses on the
production of geothermal energy.

Dividends
The Company’s continued profitability this year,
has enabled the Board to keep its promise to
shareholders to resume the pay-out of dividends.
The Board recommends a dividend of Kshs 0.40
per share which amounts to Kshs 2,638 million
If approved at this Annual General Meeting
by shareholders, the dividend will be paid, less
withholding tax where applicable, on or about
Thursday, 7th February 2019.
Dear Shareholder,
The success of your Company has been consistent
over the last ten years. Our performance has
weathered global economic downturns, two
electioneering cycles and a financial squeeze.
Kenya’s economic growth slowed to 4.9% while
the global economic growth accelerated at 3.6%
compared to 3.1% in 2016. Global inflation
rose to 3.1% in 2017 from 2.8% in 2016, partly
attributable to increases in oil prices. In Kenya, key
macroeconomic indicators largely remained stable
and therefore supportive of the modest growth in
2017. Total electricity generation expanded by 3.0%
to 10,356 GWh in 2017. However, your Company’s
contribution to national electricity generation grew
by 6% to 7,989 GWh. We have adopted the most
prudent means to run the Company to ensure
we maximise our profits and safeguard longterm shareholder interests. Your continued trust
in the Board and Management of the Company
has ensured that we produced good results
while meeting the national objective of providing
competitively priced electricity for Kenyans.
The Year Ahead
For Kenya to realise the aspirations of the Big
Four Agenda and the Vision 2030 development
blueprint, it requires affordable and reliable
energy. This presents new opportunities for
KenGen to scale up its business and meet energy
requirements to grow the manufacturing sector,
reduce the cost of production and make Kenya an
attractive investment destination for multi-national
companies. Globally, there has been a gradual
shift towards the use of clean, renewable sources
of energy as a measure of reducing the adverse
effects of greenhouse gases on the environment.
Currently, Kenya has a national installed capacity of
2,370MW with renewable energy accounting for
more than 70% of this total.
Stakeholder Relations
To achieve its strategic aspirations, KenGen
will continue to focus on its expansion plan by
building strategic partnerships that create a win/
win situation. We believe such partnerships will
enable effective management of mutual concerns.
We have established stakeholder coordination
committees, bringing together KenGen, community
representatives, elected leaders as well as national
and county governments in order to enhance
dialogue and promote a collaborative approach to
resolving issues.

Building Operational Excellence

Corporate Governance

Dear Shareholder,

We are operating in a business environment
dominated by major governance issues which are
affecting all facets of the Kenyan public and private
sector. I assure you that at KenGen, we have not
taken for granted our responsibility in securing the
future of the Company for coming generations
and investors. It was the responsibility of the
KenGen Board to appoint a strong successor and
Mrs. Rebecca Miano, the long-serving Company
Secretary and Legal Affairs Director, met the
criteria. I would therefore like to congratulate
her on her appointment as the first ever female
Managing Director & CEO since the company was
established in 1954.

I am delighted to report that this year, we have
made excellent progress in achieving our key
strategic priorities in capacity development,
operational excellence, regulatory management
and organizational health. This was made possible
because of dedicated employees as well as
strengthened relationships with energy sector
peers, investors, policymakers and leaders at the
community, county and national levels. As the
largest power generation utility in East Africa,
we have a unique responsibility to leverage our
strengths and expertise to develop sustainable
solutions that address the complex issues raised
by our stakeholders. The Company’s 2018
corporate theme, “Build”, reflects our commitment
to sustainability. We are investing in building our
capacity to create value for our shareholders,
deepening relationships and seizing new
opportunities that address stakeholder concerns.

I thank the Board and employees for their
commitment and dedication in ensuring a seamless
transition, which has enabled the company to
continue achieving impressive performance.
Appreciation
First and foremost, I would like to thank our
shareholders for forgoing dividends for two
consecutive years to enable us pursue our
expansion program. Indeed, this is a high level of
sacrifice and commitment to the success of the
company. At the same time, I would like to thank
my fellow Board Members for their unwavering
support and for applying their highest professional
standards in carrying out the business of the Board
and in decision making.
I would also like to thank the Government of
Kenya, not only for its continued support of
KenGen’s development agenda but also for
enabling us to access concessionary loans for
power infrastructure development. I recognize our
development partners and financiers who continue
to strengthen our partnerships through financial
support, which has ensured we have remained on
course to deliver our project pipeline and promise
to Kenyans.
Thank you.

Joshua Choge, MBS
Chairman of the Board

Building Affordable Capacity
Our Generation-to-Generation Transformation
Strategy is centered on affordability and value
creation. Our medium term goal is to add 721MW
by year 2025 from Geothermal, Solar, Wind
and Hydro, which are green sources abundantly
available in our Country. These developments tie in
with the Least Cost Development Plan addressing
the affordability goal. The root of affordability starts
from the source of energy. We are committed
to ensuring the power we generate is affordable.
Indeed, during the year, we greatly progressed the
construction of a 165.4MW geothermal power
plant at Olkaria V which is expected to feed the
grid in July 2019. Commitments for the addition
of 124.34MW of innovative geothermal wellhead
power to the grid are also on track.
Building Financial Strength
During the year, our generation dispatch increased
by 6% from 7,556GWh in 2017 to 7,989GWh
for the year ended 30 June 2018. This increase
was recorded despite a persistent drought which
affected water levels within our reservoirs in the
first half of the financial year. Diversification of our
energy sources paid off as geothermal generation
catered for the hydro generation deficit. Overall,
we delivered good results under a very challenging
environment. These results provide vital information
about our financial health, future projections and
outlook. They also give us an opportunity to reflect
and chart our way forward in terms of our overall
strategic direction, aimed at increasing shareholder
value by growing our business.

Our geothermal power plants achieved a
combined capacity factor of 94% in 2018. During
the critical months of November 2017 through
April 2018, when low-cost power was needed
most to mitigate low hydrology, the fleet capacity
factor was 98%. Six (6) of the geothermal power
stations continuously operated without shutdown
during the year; a record achievement.
Our Future Outlook
KenGen is committed to implementing the planned
projects pipeline in order to meet future electricity
demand for the nation, while enhancing value for
our shareholders. As a Company, we are truly
living in exciting times, where we have become the
reference point for operational excellence in the
industry.
The Rural Electricity Authority has approached
KenGen to run the 50MW Solar Plant in Garissa
and negotiations are ongoing to establish the terms
of the Operations and Maintenance Contract.
The Company continues to explore partnerships
with geothermal concessional license holders of
new fields so as to assist the harnessing of this
magical green resource in pursuit of our capacity
expansion agenda and for greater national good.
This also serves to mitigate climate change while
furthering our care for the environment and
promoting our position as a good corporate citizen.
As the MD & CEO of this great Company, I am
firmly cognizant of the fact that good leadership
is the bedrock of our success. I am therefore
determined and keen to invest in leadership
development at all levels across the business in
order to build leaders empowered and motivated
to continue our great journey to greater heights
of achievement. We cannot afford to rest on our
laurels and we shall therefore pursue current
programs while continually reviewing and bringing
on board new targeted initiatives to sustain the
leadership funnel, smooth out succession at
KenGen and ensure lasting value-creation for our
shareholders
Gratitude
I sincerely thank the Board of Directors and the
entire KenGen family for their dedication and zeal
to drive the Company’s agenda. I am proud of what
we do and grateful for your commitment.

Rebecca Miano (MRS.) OGW
Managing Director & CEO
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NOTICE OF THE ANNUAL GENERAL MEETING
NOTICE IS HEREBY GIVEN THAT THE SIXTY-SIXTH ANNUAL GENERAL MEETING of the
Company will be held at the Safaricom Indoor Arena, Kasarani, Thika Road, Nairobi on Tuesday, 11
December 2018 at 11.00 a.m. to conduct the following business:

CONDENSED STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME

ORDINARY BUSINESS

30 June 2018

30 June 2017
(Restated)1

KShs Million
45,290

KShs Million
43,432

1.

To table the proxies and note the presence of a quorum.

Revenue

2.

To read the Notice convening the meeting.

Reimbursable expenses (Fuel and water costs)

(9,406)

(8,979)

3.

To consider and if approved, adopt the Company’s audited financial statements for the year ended 30
June 2018, together with the Chairman’s, Directors’ and Auditors’ Reports thereon.

Revenue less reimbursable expenses

35,884

34,453

To approve the payment of a final dividend of 33% or Kshs 0.40 per ordinary share of Kshs 2.50,
subject to withholding tax where applicable, in respect of the financial year ended 30 June 2018.

275

553

Other (losses)/gains-net

4.
5.

To approve payment of Directors’ fees for the year ended 30 June 2018.

6.

Auditors:

Other income

Depreciation & amortisation

To note that the audit of the Company’s books of accounts will continue to be undertaken by the
Auditor-General or an audit firm appointed by him in accordance with Section 23 of the Public Audit
Act 2015.
7.

To authorise the Directors to fix the remuneration of the Auditors.

8.

To elect Directors:

9.

35,349

(10,148)

(9,244)

(9,970)

(9,764)

Steam Costs

(3,549)

(2,796)

Operating Profit

11,442

13,545

Finance income

3,341

1,333

(3,037)

(3,417)

Profit Before Tax

11,746

11,461

Income tax expense

(3,855)
7,891

(2,455)
9,006

(623)
7,268

(528)
8,478

1.20
0.40

1.37
-

Profit After Tax

(ii) Mr. Joseph Sitati, who retires on rotation in accordance with Article 104 of the Articles of
Association of the Company and being eligible, offers himself for re-election as a Director of the
Company.

Other Comprehensive Income

(iii) Mr. Maurice Nduranu who retires on rotation in accordance with Article 104 of the Articles of
Association of the Company and being eligible, offers himself for re-election as a Director of the
Company.

Dividend per share (KShs)(proposed)

In accordance with the provisions of Section 769 of the Companies Act 2015, the following directors,
being members of the Audit & Risk Management Committee of the Board be elected to continue to
serve as members of the said Committee:

343

35,109
Expenses

Finance costs

(i) Mr. Henry Rotich, who retires on rotation in accordance with Article 104 of the Articles of
Association of the Company and being eligible, offers himself for re-election as a Director of the
Company.

(1,050)

Total comprehensive income
Basic and diluted earnings per share (KShs)

CONDENSED STATEMENT OF FINANCIAL POSITION

(i) Mr. Joseph Sitati (Subject to his re-election to the Board as per Agenda item 8 (ii))

KShs Million

30 June 2017
(Restated)1
KShs Million

30 June 2016
(Restated)1
KShs Million

328,082

323,843

320,933

19,859

23,248

23,889

31,412
379,353

29,639
376,730

21,916
366,738

Share capital

16,488

16,488

15,610

Share premium

22,151

22,151

21,056

Reserves and retained earnings

151,465

144,198

135,719

Non-current liabilities

168,370

173,800

176,163

20,879

20,093

18,190

379,353

376,730

366,738

30 June 2018

(ii) Mr. Humphrey Muhu, Alternate to Henry Rotich (Cabinet Secretary - The National Treasury)
(iii) Mrs. Ziporah Ndegwa

ASSETS

(iv) Mrs. Phyllis Wakiaga

Property, plant and equipment

(v) Mr. Kairu Bachia

Other non-current Assets

10. To consider any other business for which due notice has been given.

Current assets

By Order of the Board

EQUITY AND LIABILITIES
Paul K. Ndungi
Company Secretary
19 November 2018
NOTES:
1.

A member entitled to attend and vote at the meeting and who is unable to attend is entitled to
appoint a proxy to attend and vote on his or her behalf. A proxy need not be a member of the
Company.

2.

A Proxy Form may be obtained from the Company’s website at www.kengen.co.ke, registered office
of the Company, Pension Plaza 2, Kolobot Road, Parklands, Nairobi or offices of the Company’s shares
registrar firm, Image Registrars Limited, Barclays Plaza 5th Floor, Loita Street, Nairobi.

3.

To be valid, the Proxy Form, must be duly completed by a member and must either be lodged at the
registered offices of the Company’s shares registrar firm, Image Registrars Limited, Barclays Plaza 5th
Floor, Loita Street, P.O. Box 9287, 00100 GPO, Nairobi or be posted, or scanned and emailed to info@
image.co.ke in PDF format; so as to reach Image Registrars not later than Friday, 7 December 2018 at
11.00 a.m.

4.

In the case of a member being a Limited Company, the Proxy Form must be completed under its
Common Seal or under the hand of an officer or attorney duly authorised in writing.

5.

In accordance with Article 137 of the Articles of Association of the Company, a copy of the entire
Annual Report & Accounts may be viewed on the Company’s website at www.kengen.co.ke or a
printed copy may be obtained from the Registered Office of the Company, KenGen Pension Plaza 2,
Kolobot Road, Parklands, Nairobi, P.O. Box 47936 - 00100 GPO, Nairobi.

Current liabilities

The financial statements have been restated to account for the foreign exchange differences recoverable from
Kenya Power as a derivative in line with International Accounting Standard (IAS) 39, to account separately for
fuel and water revenues and costs and to reflect the application of an asset ceiling on the retirement benefits
obligation asset in line with the requirements of IAS 19(R) and the Retirement Benefits Act and Regulations.
1

CONDENSED STATEMENT OF CASH FLOWS

Balance at 1 July
Net cash generated from operating activities
Net cash used in investing activities
Net cash (used in)/generated from financing activities
Effects of exchange rate changes on cash and cash equivalents
Balance at June

30 June 2018

30 June 2017

KShs Million

KShs Million

7,831

6,756

17,510

13,201

(14,843)

(13,074)

(7,144)

946

29
3,383

2
7,831
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REPORT OF THE
AUDITOR-GENERAL

SHAREHOLDER NOTIFICATIONS
Final Dividend for the financial year ended 30th June 2018
Closure of Register and Date of Payment
The Register of Members will be closed from 13 to 14 December, 2018 both dates inclusive.
If approved, the dividend will be paid, less withholding tax where applicable on or about Thursday, 7
February 2019 to the shareholders whose names appear in the Register of Members at the close of
business on Tuesday, 11th December 2018.
Update of Particulars
•

For all CDS accountholders, please update your postal address, email address and bank account
details at the CDSC through your Stockbroker or Custodian Bank.

•

For all Share Certificate holders, please update your postal address, email address and bank
account details at the offices of Image Registrars Ltd, Barclays Plaza 5th Floor, Loita Street, P.O.
BOX 9287-00100 GPO Nairobi.

