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ABBREVIATIONS

AAK Architectural Association of Kenya

CBS Chief of Burning Spear

DB Defined Benefit

DC Defined Contribution

DWT Dead Weight Tonnage

EGH Elder of the Order of the Golden Heart

EXCOM Executive Management Committee

HOMS Home Ownership Mortgage Scheme

ICDK Inland Container Depot Kisumu

ICDN Inland Container Depot Nairobi

ICT Information Communication Technology

IFRSs International Financial Reporting Standards

JICA Japan International Cooperation Agency

JPY Japanese Yen

KMA Kenya Maritime Authority

KOT Kipevu Qil Terminal

KRC Kenya Railways Cooperation

MHC Mobile Harbor Crane

MoTIHUD & PW  Ministry of Transport, Infrastructure, Housing, Urban Development and
Public Works

MPDP Mombasa Port Development Project

NBV Net Book Value

OSHA Occupational Safety and Health Act

PPE Property Plant & Equipment

STS Ship to Shore

TEUs Twenty Feet Equivalent units

TMEA Trade Mark East Africa

WIP Works in Progress
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WHO WE ARE

Establishment

Kenya Ports Authority (KPA) is a statutory body under the Ministry of Transport,
Infrastructure, Housing, Urban Development and Public Works. It was established by an Act
of Parliament Cap 391 on 20" January 1978 with the mandate to develop, maintain, operate,
improve and regulate all seaports along the coastline and inland waterways in Kenya. At the
cabinet level, KPA is represented by the Cabinet Secretary for Ministry of Transport,
Infrastructure, Housing, Urban Development and Public Works. We are domiciled in Kenya
with liaison offices in Uganda, Rwanda and Burundi.

Vision
“World Class Ports of choice”

“To Provide Efficient and Competitive Port Services to Facilitate Global Trade”

Enhance risk

Improve Sustain
customer - business management alild‘
satisfaction || growth
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WHO WE ARE (Cont’'d)

KPA Strategy is focused on 4 (four) strategic themes.

1.

Operational Excellence

Having well developed ICT systems that are integrated with other cargo facilitating
systems to transform our ports into e-ports;

Increasing productivity of our resources;
Increasing and modernizing our port(s) capacity;
Reducing operational costs,
24/7 service
Customer Service Excellence
KPA is consistently delivering superior customer experience by;
* Enhanced effective customer relations and service programs;
« Enhancing our regional presence, and
« Knowledgeable, collaborative, consultative relationships that meet customer
expectations
Business Growth
KPA is focused on;
* Increasing throughput;
¢ Growing market share;
s Ensuring financial stability; and
» Ensuring strong partnerships
Good Governance
KPA is undertaking the following strategic approaches;
o Compliance with international standards and guidelines, and all statutory laws
and regulations;
* Ensuring social and environmental sustainability;
« Building a strong, competent, cohesive, engaged and multi skilled workforce;
* Promoting a performance culture that is guided by structured planning and
enabling policies; accountability, transparency, responsiveness, equity,
inclusiveness, effectiveness, efficiency and participation;
+« Ensuring a conducive environment that promotes good work ethics, and
e« Ensuring structured enterprise risk management

e & o @

PRINCIPAL ACTIVITIES

KPA's mandate is to develop, maintain, operate, improve and regulate all scheduled seaports
along Kenya's coastline. Core activities include;

i
ii.
iii.
iv.
V.
vi.

vii.
viii.

Pilotage

Towage

Mooring

Dockage

Provision of navigational aids, and maintenance of the channel

Stevedoring and shore handling services: cargo handling services for containers,
general cargo, dry bulk and bulk liquid

Reception of cruise passengers

Storage of cargo awaiting onward shipment
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AUTHORITY INFORMATION (Cont'd.)
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Mombasa

Equity Bank Ltd.
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Addraya E. Dena
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National Bank of Kenya
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Auditor General

Office of The Auditor General
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THE YEAR IN REVIEW
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THE YEAR IN REVIEW
Operations

he Authority’s operational performance continued in an
I upward trend. MV MSC Maxine recorded 1,450 gross 1,523 moves
moves per eight hour shift on container vessels. The vessel
MSC Maxine was in her maiden call at the Port of Mombasa. This
performance outdid last year’s record of container carrier Livorno of 1,265 moves, and in
November 2018 MV Ever Diamond recorded, 1,523 moves, the highest ever. Equally, the
vessel recorded an average of 190 gross moves per hour. The record is inching towards 200
moves per hour which is associated with top global ports. Gross moves per hour is a maritime
productivity term that defines the total container movement on loading, offloading and
repositioning divided by the number of hours for which the vessel is at berth.

The Authority received the biggest bulk carrier vessel "

in its history. The vessel had a length overall of 199.9 MV Lowlands Mimosa
meters a breadth of 32 meters and a carrying

capacity of 63,939 tons. The ship was discharging 50,500 metric tons of fertilizer for the
Kenya Tea Development Agency (KTDA).

The Authority acquired a new Kshs 1.26 billion state of the art tugboat to boost efficiency at
the crucial marine operations. The new 75 Bollard Pull (BP) tugboat is the first of its kind in
East and Central Africa and enhanced marine operations including berthing and un-berthing
of ships. She becomes the largest tug in a fleet of five. Christened EUGENE, the Azimuth Stern
Driven (ASD) tug arrived at the Port of Mombasa after a 26-day’s journey from the Cheoy Lee
Shipbuilders in China. The tug is named after the late Capt. Eugene Okoth, who passed on
whilst performing pilotage duties on board an inbound vessel (car carrier) on a 3rd Shift at
0100hrs in April 2016.

: " The Authority launched the awards that seek to
East Africa Maritime Awards (EAMA) recognize and award notable users of the Port of

Mombasa, The awards aim to set performance
standards by encouraging port users towards a more collaborative approach to regional trade
while taking cognizance of the praiseworthy achievements by individual players.

KENYA PORTS AUTHORITY |ANNUAL REPORT & FINANCIAL STATEMENTS FY2018/2019 8



THE YEAR IN REVIEW
Staffing, Development & Welfare

A total of 16 new employees were recruited in the financial year. This included the General
Manager of Human Resource and Administration, staff in medical services, operations and
security departments. The composition of 6,791 employees at the close of the year is as
shown below;

680 (16%)

female staff out of
the total 4,402
operational staff

725 (31%)

female staff out of
the total 2,389
non-operational
staff

Ports and the shipping business in general remain one of the most male-dominated industries
in the world. The Authority is making deliberate efforts to increase the number of female staff
in its organization structure.

staff were given refresher courses and trained at Bandari College as part of
1,531 staff development to ensure they keep abreast with the work circumstances
and changes in the business environment, technology & customer needs.

These courses are mainly operational, administrational and technical & marine courses.

Social Values

The Internship Program which develops a pool of young talent to be exposed to Port
operations in support of the Government’s Youth Initiative to develop and expose them for
the Kenyan Labour Market saw 52 interns engaged from April 2018 to February 2019 in the
program.
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MANAGEMENT DISCUSSION AND ANALYSIS ON PORT PERFORMANCE {

1. INTRODUCTION

Management wishes to present an analysis of the Authority’s financial performance for the
period ended 30th June 2019,

1.1.END-YEAR PERFORMANCE SUMMARY OVERVIEW

The below table summarises the performance as at 30" June, 2019 on revenue, expenditure
and profit achievements as under.

ACTUAL BUDGET % ACTUAL %
FY2018/ FY2018/ Actual/ FY2017 Actual/

2019 2019 Budget /2018  Actual
THROUGHPUT (DWT' Thousand) 32,656 32483 0.53% 30,704  6.36%
TOTAL REVENUE (Kshs Millions) 55,445 42,435 23.46% 45,358 22.24%
TOTAL EXPENDITURE (Kshs Millions) 41,559 31,906 23.23% 35,050 18.57%
PROFIT BEFORE TAX (Kshs Millions) 13,886 7,392 46.77% 10,308 34.70%

1.1.1.THROUGHPUT HANDLED REVENUE AND EXPENDITURE PERFORMANCE OVERVIEW

The financial performance for the year compared to throughput and budget may be
summarised in the below graph.

55,445

60,000 45,358 41,559
32,656 |

32,4
40,000 30,704

50,000 i 35,050

13,886

30,000
10,308
20,000

10,000

THROUGHPUT (DWT’ TOTAL REVENUE TOTAL EXPENDITURE PROFIT BEFORE TAX
Thousand) (KShs.M) (KShs.M) (KShs.M)

B ACTUAL FY2018/19 m BUDGET FY2018/19 ® ACTUAL FY2017/18

1.1.2.F1ve-YEAR PROFIT PERFORMANCE OVERVIEW

Profitability margins have been growing thus registering improved performance over the
years. A look at the past five years reveals a growth in Revenues, expenditures and profit
margins with an exception of the year 2017/18 where profit was lower at Kshs 10,308 million
compared to the previous performance for Kshs 10,628 million registered in FY2016/17. The
lower profit recorded was due to impairment provision for a doubtful investment for Ksh 3,031
million which had been deposited in Chase bank. The bank has since been liquidated.
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MANAGEMENT DISCUSSION AND ANALYSIS ON PORT PERFORMANCE

Five-year Profit performance Overview Continued
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1.2. THROUGHPUT OVERVIEW

The Port throughput performance continue to record increased cargo compared to previous
periods. The Authority registered 32.6 million DWTs in the FY 2018/2019. This is a growth of
6% or 1.8 million DWTs from 30.8 million DWTs recorded in the same period of 2017/18. The
performance was marginally above the budgeted throughput of 32.48 million DWTs by
173,420 DWTs or 0.53%.

Containerised cargo recorded the highest volume increase at 14.2 million DWTs compared to
11.9 million DWTs recorded in the last financial year, resulting into a growth of 2.3 million
DWTs or 19.3%. Non-containerised cargo decreased to 18.4 million DWTs compared to 18.9
million DWTs in the previous financial year, a decrease of (456,343) DWTs or (2.4)
percentage. The decrease was on Dry bulk & conventional cargo like wheat, maize, fertilizer,
steel iron and other building materials.

Performance overview by broad categories:

> Imports: recorded 26.3 million DWTs in the FY 2018/2019 against 25.8 million
DWTs recorded in similar period in FY 2017/2018, representing an increase of
632,138 DWTs or 2.4 %.

» Exports: recorded 4.26 million DWTs in FY 2018/2019 against 3.9 million DWTs
recorded in the same period in FY 2017/2018, representing a volume increase of
351,156DWTs or 9.0%.

> Transhipment: recorded higher volumes posting 1.8 million DWTs of cargo in FY
2018/2019 compared with 993,659 DWTs handled in the corresponding period in
FY 2017/ 2018 reflecting an increase of 815,888 DWTs or 82.10%. The marketing
efforts initiated by management together with the relaxation of customs
procedures are continuing to bear fruits as demonstrated by the growth in
transhipment business.

KENYA PORTS AUTHORITY |ANNUAL REPORT & FINANCIAL STATEMENTS FY2018/2019 22



MANAGEMENT DISCUSSION AND ANALYSIS ON PORT PERFORMANCE

THROUGHPUT OVERVIEW CONTINUED

The volume decrease on non-containerised cargo is generally attributed to the following key
factors:

a) Importation of wheat went down during the period under review due to escalating
world prices of wheat. This was brought about by decline in wheat production from
Russia and Argentina, the key world suppliers.

b) Government strict rules pertaining to counterfeit goods scared away some
importers who were specialising in such commodities. This development, to some
extent, had a negative impact on volumes of imported cargo.

c) The building industry slowed down to a growth of 6.3% in FY 2018/19 from 8.5%
increase registered in FY 2017/18, thereby impacting negatively on importation of
products mainly used in the construction and building industry contributing to down
ward trend in volumes handled.

d) Importation of fertilizers went down comparatively by about 25.9% in the just
ended financial year. Some sources hint at the cause of the shortfall being blamed
on stringent import terms. Port clearance hurdles and hefty inspection costs, as
well as demurrage charges and regulatory frustrations as having been cited as the
reasons making fertilizer too costly for farmers.

1.3.REVENUE PERFORMANCE

Revenue performance recorded an improvement in the current period recording Kshs.55,445
million against last year’s figure of Kshs.45,358 million. This reflected a growth by Kshs.
10,087 million or 22.2%. The performance was also above the final budget figure of
Kshs.46,158 million by Kshs.9,287 million favourable variance or 16.75%.

Operating revenue contributed to revenue of Kshs 52,759 million compared to Kshs 42,739
million registered in the previous year, generating growth of Kshs. 10,020 million or 23.4%.
The growth was mainly due to ICD Nairobi collections on storage and remarshalling charges.
The slow cargo clearance and uptake of cargo by owners resulted in congestion and additional
storage and remarshalling charges. The current volumes handled in ICD Nairobi due to the
SGR factor was not anticipated during the budgeting process. The growth in Containerised
cargo throughput (TEUs) of 12.7% from 1.2 million Teus to 1.3 million also contributed to the
increase,

However, revenue from marine services declined. A total number of 1,609 vessels were
handled in the year compared to 1,696 vessels in FY 2017/2018, The lower number of vessels
calls led to the decrease in marine revenue. Lower vessel calls implies less navigational dues
docking, tug services among others. The operationalization of the 2" container terminal
continues to attract ships of bigger capacity and with an improved vessel turnaround time.
Below is a table showing the type and number of vessel handled.
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MANAGEMENT DISCUSSION AND ANALYSIS ON PORT PERFORMANCE

FY 2018/2019 FY 2017/2018
TYPE NO. OF VESSELS | NO. OF VESSELS
Barge 34 17
Bulk 274 295
Car Carrier 153 151
Container 565 579
Fishing 59 49
Gen Cargo 118 172
Passenger 3 7
Roro 4_1 41
Tanker 230 218
Tug . 43 29
Yacht { “ 0
Naval ' 12 8
Others S PO P ) 130
TOTAL : 1,609 1,696

Revenue from finance and other income also had a favourable variance. Bank interest
earnings brought in Kshs 2,187 million compared to Kshs 1,729 million in FY 2017/2018.
Delays in implementation of some projects which had been earmarked for the period under
review due to procurement procedures contributed to the growth in cash deposited with banks
to earn interest.

1.4.EXPENDITURE PERFORMANCE OVERVIEW

Expenditure recorded in the period under review was Kshs 41,559 million. This was above the
revised budget figure of Kshs 38,766 million resulting into an adverse variance of Kshs.
(2,793) million or (7.2 %). It also exceeded last year’s performance of Kshs 34,980 million
by Kshs 6,579 million or (18.8 %.)

Expenditure on Overtime and Repairs to Infrastructure work were the major expenditure
items that caused the rise in expenditure for the period.

Below are the highlights of the other items with overruns against last year’s performance.

= Finance cost went up because of a revaluation defict of Kshs 148 million and an
impairment loss of Kshs 646 million.

= Depreciation went up by approximately Kshs 3 billion because of assets revaluation in
compliance with asset management policy and the IFRSs.
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MANAGEMENT DISCUSSION AND ANALYSIS ON PORT PERFORMANCE

1.5. 5 YEAR REVIEW OF STATEMENT OF PROFIT OR LOSS
2018/2019 2017/2018 2016/2017 2015/2016 2014/2015
Kshs 000 Kshs ‘000 Kshs ‘000 Kshs ‘000 Kshs ‘000
Operating Revenue 52,758,959 42,738,520 39,603,677 38,330,411 34,317,150
Other Incomes 498,843 891,023 593,624 497,715 483,413
Total Revenues 53,257,802 43,629,543 40,197,301 38,828,126 34,800,563
Less Expenses:
Administrative Expenses (4,044,431) (3,450,148) (2,924,092) (3,194,375) (2,412,340)
Establishment Expenses (19,992,244) (17,789,138) (16,673,130) (16,142,193) (15,959,087)
Other Operating Expenses (5,976,959) (4,899,622) (3,593,881) (3,600,009) (3,270,797)
| Depreciation of PPE (10,346,600) (7,590,886) (7,482,804) (6,423,577) (6,100,239)
Amortization of Intangible
assets (262,568) (67,877) (16,252) (193,852) (673,149
Total Operating Expenses | (40,622,802) (33,797,671) | (30,690,159) | (29,554,006) | (28,415,612)
Operating Profit 12,635,000 9,831,872 9,507,142 9,274,120 6,384,951
Finance Income 2,187,175 1,728,950 1,247,301 1,490,722 871,563
Finance Cost (166,309) (170,624) (142,237) (501,930) (146,293)
Impairment (Losses)/Gain (646,129) (1,037,395) (111,913) (92,652) 35,935
Other Gains/(Losses) (124,232) (44,324) 127,949 224,918 (94,050)
Profit before Tax 13,885,505 10,308,479 10,628,242 10,395,178 7,052,106
Tax Charge (4,137,870) (3,426,742) (3,928,448) (3,760,470) (3,113,360)
Profit after Taxation 9,747,635 6,881,737 6,699,794 6,634,708 3,938,746

1.6. FINANCIAL POSITION

Total assets grew from Kshs 183,900 million in FY 2017/2018 to Kshs 287,315 million in FY
2018/2019 translating to 56% increase occasioned by upward revaluation carried out in the
current year in compliance with assets management policy and IFRSs.

1.6.1.NON-CURRENT ASSETS

Non-current assets amounted to Kshs 245,183 million up from 149,341 million in the previous
year 2017/2018.The massive increase of 64% is attributed mostly to the revaluation exercise
carried out in the year.

During the year, cash deposits including interests amounting to Kshs 1,175 million previously
held with Chase Bank Kenya (InReceivership) were remitted to the Authority. As a result of
the receipt an impairment charge recognized under Chase Bank deposits was reversed and
the cash received was reclassified to cash and cash equivalents. The remaining 37.5% is in
SBM fixed deposits account earning 6.3% per annum and will be released in three equal
instalments between August 2019 and August 2021. The portion due in August 2019 has been
classified as a current portion under short term deposits.

1.6.2.CURRENT ASSETS

Current assets stood at Kshs 42,309 million up from Kshs 34,558 million as at FY 2017/2018,
an increase of by 23%. The increase was mainly on account of growth in cash and cash
equivalent which was Kshs 7,182 million due to higher revenues and profitability margins
coupled with lower off-take of earmarked projects. SBM fixed deposits amounts equivalent to
Kshs 376 million due in August 2019 have also been classified under short term deposits.

KENYA PORTS AUTHORITY |[ANNUAL REPORT & FINANCIAL STATEMENTS FY2018/2019 14



MANAGEMENT DISCUSSION AND ANALYSIS ON PORT PERFORMANCE

1.6.3.CURRENT LIABILITIES

The balance as at the end of the current year is Kshs 13,775 million compared to previous
year’s balances of Kshs 7,792 million translating to an increase of 77% mainly on account of

unpaid creditors.

1.6.4. BORROWINGS

The JICA loan for the 1st phase of the 2nd Container Terminal has now been fully absorbed
in KPA books currently standing at Kshs 23,374 million as at 30th June, 2019 with a total of
Kshs 786 million being paid in the year. The current portion for FY 2019/2020 is equivalent
to Kshs 820 million. The JICA loan for the 2" phase of the 2nd Container Terminal opened
with Kshs 6,947 million on 1st July, 2018 and closed with Kshs 10,176 million as at 30th June,
2019 after receiveing disbursements equivalent to Kshs 2,855 million. The expenditure so far
is mainly on consultancy services and mobilisation.

FIVE YEAR FINANCIAL REVIEW OF STATEMENT OF FINANCIAL POSITION

2018/2019 2017/2018 2016/2017 2015/2016 2014/2015
Kshs 000 Kshs ‘000 Kshs '000 Kshs ‘000 Kshs 000

Non-Current Assets:
Property Plant and Equipment 241,554,138 144 614,772 133,409,067 123,242,840 108,495,047
Assets held for Sale 11,618 400 1,224 934 0
Intangible Assets 1,151,296 675,383 487,133 314,333 197,580
Leased Property 717,063 805,819 772,292 814,772 857,251
Long Term Investment 1,748,887 3,244,997 3,973,618 731,288 725,052
Retirement Benefit Asset 0 0 2,980,174 3,808,000 3,675,000
Total Non-Current Assets 245,183,002 | 149,341,371 | 141,623,508 | 128,912,167 | 113,949,930
Current Assets: Al
Inventories 404,813 407,965 410,591 381,501 335,212
Receivables & Prepayments 15,946,216 14,500,357 8,848,612 7,225,670 6,324,493
Tax paid in advance 0 873,216 0 814,510 0
Short term deposits 25,099,818 17,988,504 14,928,395 12,540,442 9,237,884
Bank & Cash balances 859,114 788,363 693,457 599,073 814,571
Total Current Assets 42,309,961 34,558,405 24,881,055 21,561,196 | 16,712,160
TOTAL ASSETS 287,492,963 | 183,899,776 | 166,504,563 | 150,473,363 | 130,662,090
Capital and Reserves:
Revaluation Reserves 111,646,031 39,881,910 43,296,547 48,084,237 52,525,540
General Reserves 90,620,573 78,426,542 73,813,608 61,741,226 49,353,730
Grants 5,318,100 5,044,052 581,153 106,268 121,196
Total Capital and Reserves 207,584,704 | 123,352,504 | 117,691,308 | 109,931,731 | 102,000,466
Non-Current Liabilities:
GOK Project Funds 27,386,157 16,212,039 13,041,039 6,456,218 4,456,893
Borrowings 32,729,833 29,493,976 24,166,431 25,384,171 18,016,546
Deferred tax 5,231,256 5,281,505 4,123,829 3,032,682 1,550,537
Retirement benefit obligations 786,300 1,767,500 0 0 0
Total Non-Current Liabilities 66,133,546 | 52,755,020 41,331,299 34,873,071 | 24,023,976
Current Liabilities:
Borrowings 820,134 791,109 810,331 0 0
Trade and other Payables 11,212,048 7,001,143 6,439,802 5,668,561 4,552,553
Retirement benefit obligations 535,200 0 0 0 0
Tax Payable 1,207,331 0 231,823 0 85,095
Total Current Liabilities 13,774,713 7,792,252 7,481,956 5,668,561 4,637,648
TOTAL CAPITAL &
LIABILITIES 287,492,963 | 183,899,776 | 166,504,563 | 150,473,363 | 130,662,090
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CHAIRMAN’'S STATEMENT

“The Board is keen and
committed to ensuring that the
neads of the stakeholders are
addressad adequately and that is
why this Strategic Plan takes a
customer centric approach. The
Board is so far keeping abreast
with the global maritime trends
to ensure that the Port of
Mombasa and all other upcoming
ports operate at global standards
for customer satisfaction.”

KENYA PORTS AUTHORITY |ANNUAL REPORT & FINANCIAL STATEMENTS FY2018/2019 16




CHAIRMAN’S STATEMENT : 3

1 am delighted to present the Annual Report and Financial Statements on behalf of the Board
of Directors for the year ended 30 June 2019. This year engraved a significant mark on the
Port Authority’s journey as it launched the Strategic Plan for the year 2018-2022 and scoped
global recognition for its CSI ‘Tunahusika’ project

The launch of the Strategic Plan for the 2018-2022 period sets pace for provision of efficient
and competitive port services in pursuit of world class ports of choice status. The five-year
plan outlines the business direction and key focus areas that KPA will follow in the next five
years as it seeks to grow in the maritime trade and establish new markets and partnerships
in the region. To realize this vision, the plan is premised on five strategic objectives; to
improve port services, to improve customer satisfaction, to sustain business growth, to
improve labour productivity and to enhance risk management and environmental
sustainability.

In terms of port performance, cargo throughput grew from 30.8 million DWTs in 2018 to 32.6
million DWTs in 2019, representing a growth of 6%. Over the last decade total throughput
has grown from 14.4 million DWTs in 2006 to 30.8 million DWTs in 2018. The port capacity
grew from 1.1 million TEUs in 2013 to 1.37 million TEUs in 20189.

This growth has created a vibrant economy especially in the capital city of Nairobi and Port
City of Mombasa, with trickle down effects to other towns in the country and a boom to
economic activities and development. The Authority has continued to support trade
facilitation, imports and exports of cargo, especially for the manufacturing sector, exports of
agricultural sector commodities, and generation of foreign exchange earnings, which
contributes to a stable economic environment and the government “Big Four” national

development agenda.

The Authority continues to engage stakeholders. Public and private sector participants were
engaged on the ports’ development strategy and sustainability for the next 30 years. There
was need to revise the Master Plan because of the many changes that had occurred in the
ever-changing trends in the maritime industry.

The expansion of KPA's mandate to include the management of inland waterways and
operationalization of the Standard Gauge Railway (SGR) cargo trains as well as the
development of a second commercial Port in Lamu were among the key factors contributing

to the review,

The 2018-2047 Master Plan is premised on the vision of developing the two key Ports of
Mombasa and Lamu which is still under construction. The Master Plan also envisions
revitalization of Kisumu Port to serve regional and local trade on Lake Victoria, development
of Dongo Kundu Special Economic Zones and the development of Shimoni Port in Kwale as a
hub for industrial fishing. It also contains the expansion of existing Inland Container Depots
as well as development of new ones to bring services closer to the clients.

The 2018-2047 Master Plan is premised on the vision of developing the two key Ports of
Mombasa and Lamu which is still under construction, with berth 1 expected to be

commissioned in late 2019.
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CHAIRMAN’S STATEMENT (CONT'D)

The Authority was also an active participant in the first global conference on the sustainable
blue economy. Over 18,000 participants from around the world came together to learn how
to build a blue economy that harnesses the potential of our oceans, seas, lakes and rivers to
improve the lives of all, particularly people in developing states, women and youth.

Corporate Social Investment

The Authority considers CSI as an integral part of its business. The Authority cares for its
staff, the communities around and is sensitive to the environment within which it operates.
In order to enhance environmental conservation, the Authority adopted an elaborate Green
Port Policy (GPP). Some of the programs that are underway under the GPP policy include the
acquisition of a state of the art pollution control boat to combat oil spillages among other
pollution activities that affect marine operations and economy.

The Authority spent at least Kshs 125 million in various CSI initiatives, aimed at impacting
positively on the lives of respective communities. These CSI activities were mainly focused
on sports, education services, religious initiatives, conferences and charity events and
response to distress calls.

During the year, Kenya Ports Authority’s Corporate Social Investment (CSI) programme
received global recognition from the International Association of Ports and Harbors (IAPH)
awards competition. Dubbed ‘Tunahusika’, the programme was voted the best in the category
of Ethics and Governance during the first ever IAPH World Ports Sustainability Awards. The
momentous event was staged at the main gala dinner of the IAPH Guangzhou 2019 World
Ports Conference.

Dividends

The directors recommend a dividend payout of Kshs. 731 million, which is 7.5% of the profits
after tax, to the National Treasury in line with the dividend policy approved by the Board of
Directors.

Future Outlook

With the current increase in port cargo traffic, investment in port capacity is necessary. To
enhance capacity, improve competitiveness and support the government development
agenda, the Authority continues to focus on a combination of development strategies that will
ultimately enable the Authority to cement itself as the ‘Gateway to East & Central Africa’.
Some of the programmed capacity expansion projects during the year under review include
the second phase of the Mombasa Port Development Project (MPDP), the relocation of the
KOT, development of a cruise ship facility and acquisition of equipment among others.
Additionally, the Authority continues to invest in human capital to ensure business continuity
and efficiency.
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CHAIRMAN'S STATEMENT (CONT'D)

Risk Management

The Board has in place a risk management strategy and is committed to a process of risk
management that is aligned to the principles of best practice and corporate governance. KPA’s
business strategy is based on taking of calculated risks in a way that does not jeopardize the

direct interests of the different stakeholders.

Sound assessment of risk enables us to anticipate and respond to changes in our business
environment, as well as make informed decisions under conditions of uncertainty.

In conclusion, I take this opportunity to thank my colleagues in the Board for supporting me
in providing leadership. I also commend management and staff for working tirelessly to
achieve the level of business growth that we witnessed. I am confident that they will
continually spare no effort to attain and surpass the targets set for the new financial year. I
also appreciate the Government of Kenya, the community at large and all other stakeholders
for supporting and doing busi ith us. Together we make the economy! We are confident
that we shall continually A a world class sea-ports of choice.

en. (Rtd) Joseph. R. E. Kibwana, EGH, CBS

KENYA PORTS AUTHORITY |ANNUAL REPORT & FINANCIAL STATEMENTS FY2018/2019 19



BOARD OF DIRECTORS

Gen. (Rtd) Joseph. R. E.
Kibwana, EGH, CBS
(born 1947)

He was appointed Chairman of the
Board of Directors of Kenya Ports
Authority in June 2018.

A career Naval officer, he rose
through the ranks upto his
retirement as a General in 2005.
During his military service, he
served as Chief of the General
Staff of the Kenya Armed Forces
(2000-2005); Commandant of the
National Defense College (1998-
2000); Commander of the Kenya
Navy (1988-1998); Chief of
Military Intelligence (1982-1985)
among other senior appointments.

Upon retirement from the armed
forces, he was appointed
Chairman of the Board of Directors
of Kenya Ports Authority (2005-
2008). He has also served as
Chairman of Kenya Trade Network
Agency (KENTRADE) (2011-2014
and 2015-2018); and also as Non-
Executive Director on the Boards
of KCB Bank group Plc. (2012-
2017); KCB Bank Burundi (2013-
2015) and is currently Chairman
of KCB Bank South Sudan.

He is an alumni of the Britannia
Royal Naval college (UK); Farady
House Engineering College (UK);
the US Naval Staff College and the
US Naval War College.

\

ESTHER KOIMETT, Ps
MoTI & PW
{born 1959)

Mrs. Esther Koimett was
appointed in July 2018.

She is a holder of a
Bachelor of Commerce
degree and a Master of
Business Administration
degree, both from the
University of Nairobi.

Prior to her appointment
she was the Investment
Secretary, Ministry of
Finance. She has held
various senior positions
in Government and the
Parastatal sector,
including being the
Permanent Secretary,
Ministry of Tourism.

Henry Rotich, EGH, Cs,
National Treasury
(born 1963)

He holds a Master's and a
Bachelor's Degree in Economics,
both from the University of
Nairobi. He also holds a Master’s
Degree in Public Administration
(MPA) from the Harvard Kennedy
School, Harvard University, USA.

Mr. Rotich is charged with
managing Kenya's  National
Government finances, including
spearheading an efficient and
sustainable public financial
management under the new
devolved system of governance.
Prior to his elevation as a
Cabinet Secretary, Mr. Rotich
was the Head of Macroeconomics
at the Ministry of Finance (March
2006). He also worked at the
Research Department of the
Central Bank of Kenya since
1994. Between 2001-2004, he
was attached to the International
Monetary Fund (IMF) local office
in Nairobi to work as an
economist.

He has also served as a Director
on several Boards of State
Corporations, including;
Industrial Development Bank,
Communications Authority of
Kenya amongst others.

KENYA PORTS AUTHORITY |ANNUAL REPORT & FINANCIAL STATEMENTS FY2018/2019



Delilah K. Ngala
(born 1960)

She was appointed to the
Board in February 2019.

She holds an MBA (Strategic
Management) and B.Com,
(Business Administration)
both from the University of
Nairobi. Currently pursuing
diploma in counselling
psychology at Amani
counselling & training centre.
She has served in various
Board memberships including
Maseno University council
member as chairperson
executive committee, Pwani
university council member as
chairperson of the Audit
committee, Kenya Tourist
Development Corporation as
chairperson of the operations
committee, Kenya Institute
of Bankers as chairperson
Mombasa local center,
amongst many others.

She is a strategic thinker
with over 27 years
experience in banks' branch
management, operations &
unit leadership.

She was a member of the
IAAF world under 18 years
youth championships, 2017
and has lean six sigma-
yellow belt certification from
KIM (2014).

BOARD OF DIRECTORS PROFILES (CONT'D)

Dr. Peter N. Muracia
(born 1963)

He joined the Board in June
2018,

He holds a degree in MBCHB
in medicine and surgery from
Nairobi university with
several post-graduate
trainings in and out of the
country on emerging surgical
and medical developments
(Dubal, China, Britain, Israel)

He has worked as a medical
officer at Thika hospital and
Kilifi hospital. Besides
practicing as a private
medical Practioners at Pwani
Medical Centre in Kilifi and
St. Peters hospital, Malindi
town,

Currently he serves as a
director of Kenya National
Chamber of Commerce
(KNCC), Kilifi chapter, Zenith
Association of Small and
Medium Enterprise in Africa
(ZSME) and director of Green
power generation co. Ltd
among other companies.

He is actively involved in a
number of philanthropic
health projects especially
within  Kilifi and Lamu
counties.

Conrad Thorpe
(born 1964)

He joined the Board in June
2018.

An industry leader with 15
years of experience of
leading a multi-national, pan-
African and Asian risk
management business. He
founded Salama Fikira, an
enterprise risk management
company in Kenya. Today
the company has offices in
seven countries and a
presence in eight others. The
Group has management
certification of 1509001,
28007, 18001 and 14001, as
well as ABC certification
through Trace®. It is also
the only African Risk
Management company with
the German Police Licence.
The Group operates across
80% of Africa with increased
service delivery in Asia and
parts of Europe. In addition
to his core duties at the
Board of the KPA, he is also
the Chairman of the Board of
a London-listed company, as
well as being on the Board of
a Kenya conservation Not-
for-Profit. He also served in
HM Royal Marines and
attended the  Advanced
Command and Staff Course
with an MA in War Studies
and Defence Technology. As
a youth he excelled at sport,
playing rugby for the 15t XV
for Kenya Schools and
representing his country as
the Captain of the national
swimming team.
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Peter K. Gibendi
(born 1966)

He joined the Board in June
2018.

He has a Bachelor of
Science in Industrial
Chemistry from Moi
University.

He joined Bamburi Cement
Ltd, a subsidiary of
LafargeHolcim, the biggest
building materials company
in the world as a Quality
Manager in 1995 and
helped in setting up a state
of art laboratory and
implementation of
European Standards in
Kenya and East Africa. He
rose to be the Plant
Manager of Mombasa Plant
and Excom member of
Bamburi Cement Limited in
2012. He retired from
Bamburi in 2016.

He is the Managing Director
of Intellectual Ventures Ltd
and Technical Consultant
on cement  Production
Operations,He values and
is passionate about
Integrity, Health, Safety
and Environment.

BOARD OF DIRECTORS PROFILES (CONT'D)

Mary W. Ngari HSC, CBS
(born 1956)

She joined the Board in
June 2018.

She holds a Bachelor of
Arts Degree (Hons) in
Political Science and

Sociology from the
University of Nairobi and a
Master's Degree in
Psychotherapy and

Counseling from Daystar
University. She has over 30
years of Administrative
work experience in the
Public Service rising
through the ranks to serve
as PS Ministry of Medical
Services 2010-2013 & PS
Ministry of State for the
Development of Northern
and Other Arid Lands. She
has served as a Director on
the boards of various State
Corporations. She also
previously worked at the
East African Portland
Cement Company as Acting
MD. She holds a
Presidential Commendation
Award for sterling
contribution towards the
commemoration of 25
years of Kenya’'s
Independence.

Alice M. Mwaisaka
(born 1980)

She joined the Board in June
2018. Currently the Head of
African Green Revolution Forum
(AGRF) at Alliance for a Green
Revolution in Africa (AGRA).

She holds a Bachelor’s degree in
Community Development and
Communications from Daystar
University, MBA in  Global
Business and  Sustainability
(Social Entrepreneurship and
Management) from Universita
Cattolica del Sacro Cuore, Milan,
Italy and MSc. in Project
Management from Sunderland
University, UK.

She is a seasoned professional
administration and project
manager with 15+  years’
experience in the UN System
having worked for United Nations

Educational, Scientific and
Cultural Organization (UNESCO),
International Maritime

Organization (IMO), United
Nations Development Programme
(UNDP) and International Labour
Organization (ILO). She s
conversant and extremely
knowledgeable of the
development landscape and UN
System in Kenya as well as
various national and regional
projects and programmes. She
has been involved in different
aspects of programme/project
life cycles and delivered high-
value  projects in  various
organizations and across different
geographies.

She has also been the National
Project Coordinator for the
International Labour Organization
(ILO Kenya) responsible for the
coordination and implementation
of the Green Jobs programme.
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Philip J. Mainga
(born 1967)

Ag. Managing Director
KRC

He holds Master of Ars -
Economics, Masters in Project
Planning and
Management.(MAPM)
(University of Nairobi). He is a
member of Cerlified Finance
Management for Project
Managers (FMPM), Associate
member MEGADEV Consultants
and Associate member Kenya
Institute of Management (KIM).

Before being appointed the
Acting MD, he was the GM
Business and Operations, a role
that covered the operations of
the Madaraka Express, SGR
Freight services and Eslates
management.

He has over 20 years in the
Planning and Research
profession and has worked in
several capacities  holding
Corporate Planning and
Research Manager Position.

Mr. Mainga is author of
Economics and Ethics first
edition 2010 - (Book), doing
business in Kenya 2006 — Hand
book (UNDP —-KENYA).

BOARD OF DIRECTORS PROFILES (CONT'D)

Dr.Arch. Daniel 0.
Manduku (born 1971)

Managing Director

He was appointed on 31 May
18.

He holds a Doctorate
Philosophy (PhD) in
Business Administration and
an MBA both from United

States International
University-Kenya and a
Bachelor’s Degree in

Architecture from Jomo
Kenyatta University  of
Agriculture & Technology
(JKUAT). Prior to his
appointment as the Ag. MD
of KPA, he was the
Executive Director and
Registrar of Contractors at
the National Construction
Authority (NCA). He is a
corporate member of the
Architectural Association of
Kenya and the Institute of
Construction Project
Managers of Kenya. He is
the founder and manager of
a private architectural &
consultancy firm, Cadplan
Architects Ltd and also
founder of the Rwanda
Architectural Association.

Addraya Dena (Ms.)
(born 1970)

General Manager, Board
and Legal Services

She holds a Bachelor of
Laws LLB (Hons) degree
from the University of
Nairobi and a Diploma
Kenya School of Law. She is
also an Advocate of the High
Court of Kenya and a
Certified Public Secretary
Kenya CPS(K).

She is the Board Secretary
and oversees the Contracts
& Conveyance department,
Litigation & Disputes, Ethics
& Integrity including
Insurance & Claims and
Archives and Maritime
Museum.
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MANAGING DIRECTORS’S PORT REVIEW

“*The port of
Mombasa has
outlined plans to
handle two million
containers annually
by 2022 *
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MANAGING DIRECTORS’S PORT REVIEW

Introduction

It is with great pride that I present Kenya Ports Authority Annual Report and Financial
Statements for the year ended 30th June, 2019. This year reflected a strong financial
performance with profit before tax hitting an all-time high of Kshs 13,886 million and the
accomplishment of launching the Strategic Plan of 2018- 2022.

Operational Performance

The Port of Mombasa operational performance continued in an upward trend. Total cargo
throughput grew to 32.6 million tons compared to 30.8 million tons in the last financial year
an increase of about 6% or 1.8 million tons. There was a notable increase of 82% on
Transshipment cargo from 993,659 tons in last financial year to 1,809,547 tons. Kenyan
exports, imports and restows also recorded growth of 9.0%, 2.4% and 60.7% respectively.
While, Container Terminal and Kipevu Oil Terminal recorded 79% and 84% berth occupancy
respectively.

Equally, the Authority’s was able to clock 1,450 gross moves per eight-hour shift on container
vessels MSC Maxine. The vessel was in her maiden call at the Port of Mombasa. This
performance outdid last year's record of container carrier Livorno of 1,265 moves and in
November 2018 MV Ever Diamond recorded, 1,523 moves, the highest ever. The vessel also
recorded an average of 190 gross moves per hour.

Financial Performance

Remarkably total Revenues (including Finance Income) realized during the year was Kshs
55,445 million compared to Kshs 45,358 million in FY 2017/18, a growth of 22.2%. The
growth was mainly on storage and remarshalling charges due to expansion of the Nairobi
Inland Container Depot and Second Container Terminal operations.

Net Assets continued to grow totaling Kshs. 287,493 million from Kshs 183,900 million (FY
2017/18) increasing by 57% which is mainly attributed to the revaluation of assets. Ongoing
capital works related to port expansion and operational equipment acquisitions also increased
from Kshs 14,040 million (FY2017/18) to Kshs. 30,947 million in the reporting year, an

increase of 120.4%.
Investments and strategic plan

The Strategic Plan 2013 - 2017 witnessed major developments in port infrastructure and
improvements in port performance. Notable infrastructure developments include; completion
and operationalization of Phase I of the Second Container Terminal, expansion of the Nairobi
Inland Container Depot (NICD), construction of the Lamu Port first three berths to almost 60-
70%, expansion of port entry and exit gates and yards, and full installation of the Integrated
Port Security System, just to mention but a few.
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MANAGING DIRECTOR’S PORT REVIEW (CONT'D)
Investments and strategic plan continued

During the year, KPA launched the Strategic Plan for 2018~ 2022. The strategic plan is aimed
at guiding the Authority’s strategic direction over the next 5 years. In developing the Plan,
the focus of the Authority was on strategic investments to modernize existing facilities in
tandem with future industry demands. This entails developing new port infrastructure,
acquisition and modernization of equipment, and devising innovative ideas that will improve
and sustain efficiency, informed by high quality research, innovation and knowledge
management.

Further, in determining priority projects for this plan period, considerable weight was given
to the Authority’s mandate and core activities. Projects are prioritized on the basis of the
following key considerations:

Realignment to Vision 2030 and the 3rd Medium Term Plan (MTP III);
Alignment to the Sustainable Development Goals;
Alignment to the “"BIG FOUR” national agenda, earmarked for implementation namely:

. Food Security;

. Affordable Housing;

. Manufacturing and

. Access to universal Healthcare.

Sustaining KPA's core services and with high income generating potential

Qur Vision is to be “"World Class Ports of Choice”, and the Mission is to "Provide Efficient and
Competitive Port Services to Facilitate Global Trade”. In order to mobilise ourselves towards
the achievement of our long term Vision and our Mission, we have premised our strategic
model on special themes, uniquely crafted to demonstrate our commitment and purpose,
these are; Operational Excellence, Customer Service Excellence, Business Growth and Good
Governance.

There was also need to revise KPA 30 years Master Plan because of the many changes that
had occurred in the recent years to match the ever-changing trends in the maritime industry.
The expansion of KPA's mandate to include the management of inland waterways and
operationalization of the Standard Gauge Railway (SGR) cargo trains as well as the
development of a second commercial Port in Lamu were among the key factors contributing
to the review.

The 2018-2047 Master Plan is premised on the vision of developing the two key Ports of
Mombasa and Lamu which is still under construction. The Master Plan also envisions
revitalization of Kisumu Port to serve regional and local trade on Lake Victoria, development
of Dongo Kundu Special Economic Zones and the development of Shimoni Port in Kwale as a
hub for industrial fishing. It also contains the expansion of existing Inland Container Depots
as well as development of new ones to bring services closer to the clients.

The construction of the first three berths of Lamu ports under the LAPSSET corridor is in
progress and is about 60-70% complete; berth 1 is expected to be commissioned by late
2019. The development of Kisumu port is also at an advanced stage.
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MANAGING DIRECTOR'S PORT REVIEW (CONT'D)

Investments and strategic plan continued

In recognition of human capital as an important asset, the Authority continues to improve on
its Labour relation, productivity and capacity to match the status of world class ports. The
2018/2019 Collective Bargaining agreement for unionisable employees was registered in July
2018 at the Employment and Labour Relations Court in Nairobi. I continue to encourage
promotion of sporting activities and urge all the sportsmen and women to endeavor to remain

exemplary KPA brand ambassadors.

Risk Management

In view of the nature of work undertaken by KPA and the size of its operations, there are risks
that are peculiar to the Authority’s business. The risks relate to potential revenue loss, low
throughput and profitability arising from negative externalities. The purpose of Risk
Management is to identify such risks early before they mature and develop strategies to
mitigate them. The Authority has undertaken capacity building and training on risk
management for all staff, management and the Board and each department developed a risk
register, which has been incorporated in the quality operating system processes and continues
with periodic reviews to incorporate emerging business trends.

During the year, the Authority built capacity of its members of staff through sensitization,
training and awareness on ethics and corruption prevention. This was aimed at combating
and preventing corruption, unethical practices and promotion of best governance practices in
the organization in fine with the Ethics & Anti-Corruption Commission Act. 2011 the
Leadership & integrity Act. and the Public Officers 2003.

Safety, Health and Environment

Businesses are responsible for achieving good environmental practice and operating in a
sustainable manner. The Authority is therefore committed to reducing environmental impact
and continually improving environmental performance as an integral and fundamental part of
business strategy and operating methods. It is our priority to encourage our customers,
suppliers and all business associates to do the same.

In conclusion, the Authority continues to develop new port infrastructure, acquire and
modernize its equipment, and devise innovative ideas that will improve and sustain efficiency.
We continue to rely on our Human Resources to attain the targets and goals set while our
commitment to the 'Big Four’ national agenda, environmental management and close

collaboration with key stakeholders also stands.
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MANAGING DIRECTOR’S PORT REVIEW (CONT'D)

Safety, Health and Environment continued

1 thank our customers, the Board of Directors, our dedicated and talented staff for their
support as well as their effort in making sure the Authority achieves its goals and objectives.
I also appreciate our service providers, the national & regional Governments and all other
stakeholders for their respective contributions to the Authority during the year. I look forward
to continued support as we strive to transform Mombasa Port to the port of choice in East and

Dr. Arch. Danlel O. Manduku

MANAGING DIRECTOR
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MANAGEMENT TEAM

(:Managing Director _\ FGeneral Manager, Finance i
«He holds a doctorate philosophy (PhD) in sHe holds a Masters degree in Business
business administration and an MBA both from Administration (MBA) and a Bachelor of

United States International University-Kenya and
a bachelor's degree in architecture from Jomo
Kenyatta University of Agriculture & Technology
(JKUAT). Prior to his appointment as the MD of
KPA, he was the Executive Director and Registrar
of Contractors at the National Construction
Authority (NCA). He is a corporate member of
the Architectural Association of Kenya and the
Institute of Construction Project Managers of
Kenya. He is the founder and manager of a
private architectural & consultancy firm, Cadplan
Architects Ltd and also founder of the Rwanda
Architectural Association

Dr. Arch. Daniel 0. Manduku

Board and I..eg;lq

ru(-iem.-ml
Services

+She holds a Bachelor of Laws LLB (Hons)
degree from the University of Nairobi and a
Diploma Kenya School of Law. She is also an
Advocate of the High Court of Kenya and a
Certified Public Secretary Kenya CPS(K).

*She is the Board Secretary and oversees the
Contracts & Conveyance department,
Litigation & Disputes, Ethics & Integrity
including insurance & claims and Archives
and Maritime Museum.

Manager,

Addraya Dena

aieneral

Commerce Degree (Accounting) both from the
University of Nairobi. He is a member of the
Association of Financial Analysts (AFA), a
Certified Public Accountant, CPA(K) and a
member of the Institute of Certified Public
Accountants of Kenya (ICPAK). He is responsible
for Financial Accounting, Management
Accounting, Commercial and Procurement and
Supplies departments.

CPA Patrick W. Nyoike

Manager, Human Resources ar&

Administration

eHe holds Masters in Business Administration (MBA) from
Eastern & Southern Africa Management Institute (ESAMI)
TZ and Maastricht School of Management, Bachelors of
Education Arts (Kenyatta University), Higher National
Diploma in Human Resources Management - KNEC, Kisumu
Polytechnic.

*He has undertaken various professional training in Strategic
Leadership Program, Quality Management Systems (KBS),
Kenya Labour laws(IHRM), Human Resources Management
and Development (ESAMI), Diploma in Marketing (Institute
of Commercial Management) and in Management
(University of Witwatersrand Johannesburg.

«He has vast experience in HR profession having served in
various Government Ministries in different capacities
namely; at the Directorate of Personnel Management and
Ministry of State for Provincial Administration and Internal
Security as the Principal Human Resources Management
Officer and went on to work for the Ministry of State for
Public Service on the same capacity and later joined
Agricultural Finance Corporation (AFC) as the General
Manager Human Resources & Administration and most
notably as a Commissioner and Vice Chair at the Salaries
and Remuneration Commission (SRC).

Daniel O. Ogutu, MBS, EBS
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MANAGEMENT TEAM

( A
«General Manager, Engineering Services
«Holds an HND in Marine Engineering (UK) and

the Chief Engineer Certificate of

Competency(CoC) from South Shields Marine

College(now South Tyneside College) UK.

«He is a Registered Incorporated Marine
Engineer and the Engineering Council(UK). He
is also a Member with the Institute of Marine
Engineering, Science and Technology(UK).

«His docket includes Marine Engineering,
Terminal Engineering and Mechanical
Engineering as well as Head of Inland Waters.

Rashid K. Salim IMarEng ;IEng;
MIMarEST I

(General Manager, Operations \
*He holds a Master Mariner Certificate of
Competency (UK), an MBA in Strategic
Management from Jomo Kenyatta University of
Agriculture & Technology (JKUAT) and various
professional qualifications including the Global
Maritime Distress and Safety Systemm General
Operator's Certificate (GMDSS GOC-UK). He is also
a member of the Nautical Institute (MNI), a
member of the International Harbour Master’s
Association (IHMA) and serves as a chairman of the
Inter-Agency Committee comprising of
Government Agencies working in the port and with
stakeholders

#His docket includes all operations in the
Conventional Cargo, Marine, Inland Container
Depots and Container Terminal, Marine Operations,
Logistics and Safety with a focus on overseeing
development and implementation of port cargo
operations, marine, logistics and Port sa

(Gerleral Manager, Infrastructure Development\

*He is a former Director of the Board at the National
Water Conservation & Pipeline Corporation. A Civil
Engineer by profession, he has over sixteen (16)
years of progressive experience in both the
construction & manufacturing industries, business
management, logistical management and people
skills gained through working In various
organizations. He has had the opportunity to
implement and oversee various engineering and
logistical projects and operations both locally and
internationally where he has held responsible
positions.

«He has been a former Chief Manager Technical
Services at the Lake Victoria South Water Services
Board and has over 30 years' experience in the water
sector.
sHis docket covers Civil Engineering, Project
Development & Management and Port Electrical
Engineering Departments.

]

policies and procedures. =

Captain William K. Ruto, MNI )

Eng. Vincent S. Esyepet

(_

*General Manager, Corporate Services A
«He holds a Master of Business Administration
and Bachelors of Commerce Degree
(Marketing) both from the University of Nairobi,
a postgraduate Diploma from the UK’s Diageo
Academy.

*He is in charge of Corporate Development
(Corporate Planning, Statistics & Research),
Marketing (including Liaison offices of Uganda,
Burundi & Rwanda) Corporate affairs
(Corporate Communication, Media & CSR) and
ICT.

Edward Kamau
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CORPORATE GOVERNANCE & RISK MANAGEMENT

The Board is committed to ensuring that the Port is run in a professional, transparent,
effective, efficient and equitable manner so as to protect and enhance shareholder value and
satisfy the interest of stakeholders. The principles and standards adhered to by the Board
have been developed with close reference to the Mwongozo code of governance for state
corporations and guidelines on corporate governance issued by the State Corporations and
Advisory Committee (SCAC).

The Authority was certified ISO 9001:2008 Quality Management System (QMS) compliant in
June 2009 and recertified in March 2012 and April 2015. Over the years of ISO certification,
the Authority has undergone numerous surveillance and internal audits that have ascertained
its continued compliance to international quality standards and enhanced service delivery and
customer satisfaction. The Authority was also certified ISO 9001:2015 Quality Management
System in May 2018.

Kenya Ports Authority’s governance structure, by appointment is summarized in the chart
below;

' N\
Finance and
Asset

Committee l

<+

Strategy &
Operations -

e
Committee | v 1
| S ——

The Board of Office of the
h Directors Auditor General |

Human ) J J
Resource <+
Committee

Audit and Risk ) v

e A
Committee I Internal Audit
2 ey | Management and Risk

Management

The Board Size, Composition and Independence

The Board consists of twelve directors; seven are independent non-executive directors
including the Chairman, The Board composition draws a good mix of skills, experience and
proficiencies in various fields. The directors’ and biographies are shown on pages 5 and pages
20 to 23.

The non-executive Directors are independent of Management. Their role is to advise,
constructively challenge and monitor the success of Management in delivering the agreed
strategy within the risk appetite and control framework set by the board.
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STATEMENT OF CORPORATE GOVERNANCE (Cont’d)
Board Changes in the Year

Mrs. Delilah K. Ngala joined the board on 8th February 2019 while Mr. Valentine Mwakamba
term expired on 15 November 2019

The Board Charter

The Board's principal duty is to promote the long term success of the Port, and delivering
sustainable value to the shareholder. The Board Charter defines the governance parameters
within which the board exists and operates, sets out specific responsibilities of the board, its
committees and directors collectively, as well as certain roles and responsibilities incumbent
upon directors as individuals.

A summary of the Board responsibilities are as follows:

=  Providing entrepreneurial leadership to the Port within a frame work of prudent and
effective controls which allow risk to be assessed and managed.

*= Strategy formulation and ensuring that there are adequate policies, systems and
structures to successfully implement the Port strategy.

=  Monitoring Port performance against strategic plans and objectives on a going concern
basis, as well as holding mandatory quarterly meetings.

=  Approval for publication of financial statements.

» Selection, appointment and appraisal of Senior Managers.

* Approve the risk management framework and ensuring that there are adequate
structures and systems to identify measure and monitor key risks facing the Port.

* Reviewing the effectiveness of systems for monitoring and ensuring compliance with
laws and regulations.

= Reviewing and monitoring the Port’'s corporate governance’s policies and practices.

* Reviewing the Port Capital levels to ensure that there is adequate capital for the
planned growth and expansion within the strategic cycle.

* Approval of among other things major capital expenditure, borrowings, budget, write
offs, acquisition of land etc.

Chairman and Managing Director

The roles of the Chairman of the Board and the Managing Director remain distinct and
separate. The Chairman gives overall leadership to the Board without limiting the principles
of collective responsibility for the Board decisions. The Managing Director is responsible to
the Board and takes responsibility for the effective and efficient running of the port on day-
to-day basis.

Board Remunerations

The non-executive Board members are paid sitting allowances for every meeting attended.
Director’s fees are paid to directors subject to approval by the Ministry of Transport,
Infrastructure, Housing, Urban Development and Public Works and the National Treasury.
Non-executive Board members not representing any Government institutions are paid directly
while those representing the Government and/or its institutions are paid to the Cabinet
Secretary, National Treasury as a body corporate. All Directors are paid annually Kshs
600,000 or pro rata for any part served thereof, for each eligible Director. The Authority
granted no loans to its Directors during the year. The Directors’ remuneration has been
disclosed in the books of accounts under note 8.

No bonuses were paid to the Directors during the year. The Directors are also paid a sitting
allowance of Kshs 14,000 per sitting and are provided with personal insurance cover.
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STATEMENT OF CORPORATE GOVERNANCE (Cont’d)
Board Induction and Continuous Skills Development

New Board members are provided with an induction programme in order to familiarize
themselves with their responsibilities as directors, general principles of corporate governance
and Board practices. The new Board Members visited the Lamu port project to gauge progress
and status. They also visited the Shimoni port which is a strategic small port project to
understand its gains and challenges. They were also given an orientation of the organization,
strategic plans, financial status and policies, risk management, compliance programs and the
Code of Conduct and Ethics. The Authority embarked on training program for the new
Directors aimed at enhancing skills on managing Board issues and corporate governance both
locally & internationally as shown below;

No. | TRAINING COUNTRY/DATE MEMBERS
1)| Board Leadership and Legal | Seychelles (17" June « Peter Gibendi
Governance for State Owned | to 21% June 2019) o Delilah Ngala
Enterprises
2)| Public  Private Partnership | United State (13t May e Festus King‘ori
training to 24" May 2019) « Beatrice Nyamoita
3)| Executive Board Governance Dubai (15" April to « Conrad Thorpe
19t April 2019) e Mary Ngari
s Njiiri Muracia
4)| Risk and Audit Training Kenya 23" to 24" May e Alice Mwaisaka
2019 « Delilah Ngala
e Conrad Thorpe
« Alex Mbuvi
» Beatrice Nyamoita
+ Gibendi Peter
s Mary Ngari

5)| Board Leadership and Legal
Governance for State Owned
Enterprises

Zanzibar (20" June to
215t June 2019)

Rtd. Gen. Kibwana

6)| Mwongozo Training

7)| 35t edition World’s leading
business to business Cruise
conference- Miami

Kenya 27" June to
29" June2019

United State 8™ April
to 11t April 2019

Conrad Thorpe
Mary Ngari

Peter Gibendi
Njiiri Muracia
Alice Mwaisaka
Delilah Ngala

Rtd Gen Kibwana
Alice Mwaisaka
Alex Mbuvi
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