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« Governance Reporting and Why
« Regulations and Guidelines
« What constitutes Governance Reporting

« The CFO and the Audit Committee
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State Corporations and Semi -
Autonomous Government
Agencies

Importance
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OECD GUIDELINES ON CORPORATE
GOVERNANCE OF STATE OWNED
ENTERPRISES, 2015 EDITION

@/; OECD

FULIGIES FUR BET TER
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SAGAS

In emerging economies, state-owned enterprises (SOES)
represent a substantial part of:

= GDP

= Employment

= Market capitalization

= Critical utilities service providers
= Infrastructure industries
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SAGAS

« Government of Kenya SAGAs Consolidated Financial
Statements for the year ended 30 June 2017 had listed 361

entities.
Entity Type Number
State Corporations incorporated under the State Corporations Act Cap 446 223
Funds established under an Act of Parliament or a Legal Notice 46
Water Companies incorporated under Companies Act 74
Other Semi Autonomous Government Agencies 18
Total number of entities consolidated 361

« Consequently, good governance of SAGAs is critical to
ensure their positive contribution to economic efficiency and
competitiveness.

« performance is of great importance to broad segments of
the population and to other parts of the business sector.
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SAGAs - Challenge with Governance

Accountability for the performance of SAGAs may involve a
complex chain of stakeholders:

« Management

» Board

* Ministries

* The legislature

This complex web of stakeholders is a challenge and requires
profound attention.
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Governance Reporting
Definition and importance
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Corporate Governance

Exercise of ethical and effective leadership to achieve the
following:

« Ethical culture

« Good performance

« Effective control

» Legitimacy

Source: King IV

It is the structure and system of rules, practices and processes
by which an organization is directed, controlled and held
accountable. It encompasses authority, accountability,

stewardship, leadership, direction and control exercised in
organizations. Source: Mwongozo
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Corporate Governance

Different types of governance

. Corporate governance
. National governance

. Political governance

© 2018 Deloitte Consulting Limited State Corporations and Semi-Autonomous Government Agencies Presentation 10



Transparency and
Disclosure
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)) OECD

BETTER POLICGIES FOR BETTER LIVES

- State-owned enterprises should observe high
standards of transparency and

 Be subject to the same high quality accounting,

disclosure, compliance and auditing standards as listed
companies
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MWONGOZO

The Code of Governance for State Corporations

« Transparency and disclosure is important...it creates and
sustains confidence of stakeholders and the wider

society

 Provides opportunities for continuous improvement

« To be contained in quarterly and annual reports
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Mwongozo vs OECD SOE Guidelines

Governance Parameter Mwongozo OECD

Organisation vision and values

Policy on corporate governance

Key stakeholder groups

Governance structures

<< <N <<
<N <<

Board performance and
remuneration of directors
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Mwongozo vs OECD SOE Guidelines

Governance Parameter Mwongozo OECD

Code of Ethics and Whistleblowing Y4 V*
policy

Key organisational risks vV vV
Financial reporting - management Y4 %
analysis

Corporate Citizenship Vv

<

Procurement
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Mwongozo vs OECD SOE Guidelines

Governance Parameter Mwongozo OECD

Compliance with laws and \%
regulations

Sustainability reporting %
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Governance Parameters
(Reporting Framework)

Mwongozo - Transparency and
Disclosure
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Organisational vision and values

OUR VISION CORE VALUES
Providing world-class power that delights our customers We put our customers first

By striving to provide world-class products and services,

we bring a sense of optimism and delight to our as they matter most

customers - working together towards a brighter future for Kenya

We work together

as one team to achieve our goals

We are passionate

OUR MISSION about powering the nation
Powering people for better lives
By becoming the preferred energy solution for businesses and We believe in integrity
individuals, we empower our customers to achieve more and delivering on our promises

and reach their full potential .
We strive for excellence

in all that we do
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Policy on Corporate Governance

Parameter 2.2 :
1. The Board shall include a statement of policy on good

governance in the annual report.

2. The statement should indicate aspects of the Mwongozo Code
that have not been complied with and reasons thereof

The Imard has complied with the provisions of the Mwongozo Eudénf Governance for
public corporations as indicated below:-

© 2018 Deloitte Consulting Limited State Corporations and Semi-Autonomous Government Agencies Presentation 19



Key stakeholder groups

Parameter 2.3: Key stakeholders and the extent of their shareholding

Thee top 20 major shareholders as ot 3ist SQoegust 20750 warne as Follows:
Crdimary 4 paarocsnt F parcent
Mame of (KShs. 2.50 Pref. (KShs., Pref. (KShs.
Mo. Shareholder aach) 20 each)y 20 sach) Total Percentacge
1 PERMAMEMNT
SECRETARY
T THE
TREASLUIREY BS L SALERS ESLE EDE =35 550 TSR A A S0 R
= STa MDD
CHARTERED
FIE M,
MNOMIMNEES
LTD AT
HIE2 D SH: E6.2E5E5.521 - - e 255521 1.855%
= STa MDD R
CHARTERED

NOMIMEES
RESD &0
KENA50D 52,5, a5 S22 L1 LED LGS

< ST MDA R
CHARTERELD
KE MY,
FOMIMNEES
LTD &
HKIEOHD20DI2 SO EHS SO - - S EME G0 L5557

5 ST MDA R
CHARTERELD
FOMINEES
MOM-RESD.
AT KESOSE 24 8482 575 - - 244 848 575 12322

L FOE M Y&,

O M ERNC AL
B P
HMOMIMNEES
LIMITED AsC
o1sSE 22 8872808 - - 228837288 LI72
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Governance structures

Parameter 2.4: Disclosures relating to the size of the board, the
size and composition of each board committee and the key
management team




Governance structures

Parameter 2.4: Disclosures relating to the size of the board, the
size and composition of each board committee and the key

management team

NO. OF MEETINGS MEMBERSHIP  AVERAGE ATTENDANCE %

MEETING
1 Full Board Meeting
jozrd Finance Meeting
; Bnard Human Resource Megting

0ard Technical Meeting

g Anard Adhoc Meeting
B Annual General Meeting
7

Board Audit Meeting
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10 A%
Q5%
0 38%
10 5%
} W%
0 18%
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Board performance and Directors’
Remuneration

Parameter 2.5 : SCs are required to disclose:
« Remuneration of directors individually and collectively
Salary and remuneration of the CEO and senior management

« Summary of the Board evaluation results

1.5 Board Evaluation
The Board undaertakeas & annual sl

assassmant o iImprove its membars’ individua

and collactive performance for continuous \A' b h d
growth and sustainability of the Company. The at a OUt t e Boar
evaluation cowvears the Board as a whole, its evaluation results?
committees, individual mambars, the Chairman,

the Managing Director and Chief Exacutive

Tfficer, and the Coaompany Secretary

During the year, the Board carried out a salif
evaluation exercise assisted by the State
Corporations Advisory Committes. A action
plan was developeaed from the evaluatiaon
focusing aon areas that reguire improvermant.
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Board performance and Directors’
Remuneration...II

The remuneration of directors and other meml:ers of key management during the year were as follows:

2077 2016

KShs KShs
key management salaries and benefits 223,072 626 110,245,047
Directors Expenses
- Performance incentive 9,240,000 9,240,000
- Board Retreats and general expenses 10,917,174 2 827,006
- Sitting fduty allowance 11,280,000 15,796,853
- Training EXPENSES 10,208,746 12,400,004
- Travel expenses and Subsistence allowance 17578533 22 500,774

59,314,455 bd 764647
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Board performance and Directors’
Remuneration...III

MNon-executive Directors

2017 KShs'000 2016 KShs'000
Sittin Sithn
Name g g
Fees Allowance Total Fees Allowance Total
Steve O. Mainda 5199 - 5199 5,324 - 5,324
Dr. Benson Wairegi 488 1,300 1,788 488 1,352 1,840
Dr. Peter K. Munga 488 704 1,192 488 052 1,439
Adan D. Mohamed 648 1,872 2,520 648 1,248 1,896
Constance Gakonyo 488 1,040 1,528 488 468 @56
Dr. Kaushik Manek 488 1,040 1,528 488 &76 1,164
Felister Kembi 488 K72 1,060 85 208 293
Gladys Karurt 488 572 __ 1,060 55 156 211
8,772 7100 15,872 8,062 5,060 13,122
Executive Directors
2017 KShs'000 2016 KShs'000
Name  Basic Pay Non-Cash Gratuity Total  Basic Pay Non-Cash Gratuity Total
benefits benefits

Frank Ireri 44,476 6150 13,787 64,413 44,476 5834 13787 64,097
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Code of Ethics and Whistleblowing

Parameter 2.6: Disclose Code of Ethics and Whistleblowing

Policies on the website of the organization

The directors and employees of the Board have a fiduciary duty to act honestly and in the
best interest of the Board. Business transactions with all parties must be carried out at
arm’s length and with integrity. The Board provides effective leadership based on ethical
foundation and ensures all deliberations, decisions and actions are based on the Boards’
core values underpinning good governance. The Board has put various measures in place
to ensure that there is no conflict of interest amongst its directors and staff.

(i) Corruption Prevention and Code of Conduct & Ethics policies
(i) The Board has developed a Corruption Prevention and Code of Conduct & Ethics

(viii) Whistle blowing policy was published in the KRB website.

The Company’'s Board and Managemeant
raecagnise that a strong ethical culture

paramount in the realisation of the Company’s
corpoarate Yisron. In this regard, we have in place
an Integrity and Ethics pragramme to entranch

a strong ethical culture of doing the right thing

m addition, we carried out training and
sensitisation prograrmmes o embed the
right ethical culture among staff and other

stakeholders. A leadership foruam was organised
ar all Sanior Managemant Stalff in all regions
e discuss issuas on ethics and integrity in the
Company and identify sustainable ways o
combating all forrms of corruption and unaethica
behawviour. The Company has also dentifiesd
trained and certified &1 Integrity Assurance
Officers who hawve taken up their active rales
N championing ethics and integrity in thair
various divisions and regions and report
4

.'."\.'“T ancourage wih IIL- :\_'ll-\_'l'u'u' rcy '.||r-'.'--.";"
machanisms such as our hothneg number
0718999000 or through the online

carruption reparting platform on our wabsite
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Key organisational risks

Parameter 2.7:

Policy on risk management

Key risks and mitigation

] | Corporate Risks and Key Interventions Implemented

terprise-wide rick assessment and ranking of risks o the ratings of eallhood

and Imp=ct
e | P=CT.

o2 adre s K
the ocorporate risks for t

Strategy Risk
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Key organisational risks...II

Key Risk Profile (Heat Map)

0.

0

Impact
e

.| Risk

Operational

Strategic

Compliance risk
(Legal and Ragulatory)

Financial Risk

Reputational

CONCINUITY risk

7 | Palitical Risk

1 P 3
Likelihood

B
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What about Emerging
Risks?

Cyber Security
Data privacy (GDPR)
Climate Change

Business Interruptions
(including supply chain

interruptions)

Changes in legislation
and regulation;

Loss of Reputation/
Brand value

New technologies -
robotics, big data
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Parameter 2.8

Financial Reporting

— Analvsis

Management’s assessment of factors that affected the
organisation’s financial performance

Known trends likely to have material impact
Any deviation from financial policies etc

F‘f‘:—_"-"—_"'l'_.'—_' Per :--'_"r'lélr':_lr' recorded =M mprovwerment Z_i'_.'l"ll_;_l

0142017 recording KShs. 41,573 million against last
s figure of KShs. 40,544 million. This reflected an

increase of KShs. 1,029 million or 2.5%.

Throughput growth as explained above contributed to

S04 million operating revenue compared to

40,000

35,000

F0,000

25,000

20,000

o
2012/ =E 0135714 201415 2QDISME 2018517

A Mon-Operating Income of KShs. 1,949 million was mainly

aon account of higher short term deposits holding:
increased from KShs. 12,540 million in FY 20152014 to
KShs., 17,9240 million at the end of the reporting year
Delays in implementation of some projects which had been
earmarked for the period under re including Kipewu
Road, relocation of KOT, security tallation on
new areas and the 2™ container terminal equipment among
others contributed to the growth, thus the Investment in

short term deposits.
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2.3. Dperating Profit: KShs. 10,5628 million

An op

erating profit of K5hs. 10,628 million was realised

during the period under reviews. Profit recorded compares

ravour

by KS5hs. 233 million, or

ably with last year’s profit of KShs. 10,395 million

2% This was mainly because

of increase in throughput recorded and other factors as

explained above.

12000

10000

BO:DO

B30

4000 4

2000

PROFIT BEFORE TAX [MILLIONS]

10E28

201213 2013514 2014415 2015/M18 201617
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Corporate Citizenship

Parameter 2.9: Corporate social responsibility and investment

CorrORATE SOCIAL INVESTMENT (CSI) Rerort Fy 2016/17

Sustainability Statement
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Procurement

Parameter 2.10: Companies should disclose:
The policy of the organization on procurement.

The top ten contracts of the organization in terms of value.

The number of legal challenges to procurement decisions
including details of any that may have been successful

Procurement Owversight (i} DOwerseeing the Company’s procurermeant processes on behalf
e Genaeral Manager, Supply of the Board to ensure compliance ggith the law and the
Zhain is regularly inwvited to Company’'s annual procuremeant olan.
the Committese maastings {ii}) Rewviewing and recommending the annual procuremeaent glan to
the Eoard
Lili) Owversesing procurament of goods and services with a value of
Shs 50 million amd albbosae.
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Compliance with laws and

regulations

Parameter 2.11: Companies should disclose:
The extent of compliance with Laws, Regulations and

Standards.

Material departure from compliance, the cause of non-

compliance and the measures to address the same

ThelBoard is comitted to ensure compliancewith al aws and regultions, The compliance
s monitored through legal audits which are submitted to the Board.

Compliance with the Occupational Safety and
Health Act (2007)

PPE Compliance

The Safety Bramnch has enforced the wuse of protective

gear and compliance to safety regulations. In this regard,

relevanmnt heads of departmments hawve been addressed to
ensSure:

- Full compliance N theaeir respective departments r
accordance with the Dccupational Safety an Health Act
[(OSHALN 2007 as well as the Authority’s ODOccupational
Health and Safety Policy, 2013

- Mo ermployese in operational areas should be allocated
weark if not in proper PPEs

© 2018 Deloitte Consulting Limited

The Board carries out & goverance audit of the organization on annual basis. The
purpose of the audit is to ensure that KRB conforms to the highest standards of good
governance, legal and statutory requirements and is not [imited to the following among
other parameters:-

a) Leadership and strategic management

b Transparency and disclosure;

() Compliance with laws and regulations;

d) Communication with stakeholders;

e) Board independence and govemance;

f)  Board systems and procedures;

g) Consistent shareholder and stakeholders value enhancement and;

h) Corporate social responsibilty and investment
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Sustainability reporting

Parameter 2.12: Companies should:

Include a commentary on sustainability in the half-yearly
and Annual Report

Disclose if the organization is a going concern based on the

Triple Bottom Line concept - profit, people, planet
(integrated reporting)

Disclose to stakeholders the major sources of revenue and
items of expenditure

)
/8
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Sample - Summary Sustainability Report

Sustainability
Highlights

Economic/Financial

(i} Investments in expansion and maintenance of network
infrastructure

(i) Procurement of power generation capacity

(i} System efficiency

{iv) Electricity pricing

(v} Electricity demand management

(vi) Technology and innovations

(wil) Supply quality and reliakility

(wiil) Sector regulation and market structure

{ix) Legal and regulatory compliance

(%) Contracting and supply chain practices

Environmental

(iy Environmental emissions from generation plants
(i} Infrastructure impact on flora and fauna

(i} Metwork assthetics/visual impact

(iv) Contribution to climate change

(v} Demand side managemeant

Social

(iy Availability and reliability of power supply

(i) Access to and affordability of electricity

(iiiy Employee and public safety/health

(iv) Corporate Social Investment

(v} Employee development

(vi) Employee practices/sethics

(vil) Consistency with community goals and values
(vii) Stakeholder engagement
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Questions / Discussion
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