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and Mission Statements

vision statement
be a world class energy sector regulator

and enhances delvery of sustainable,
robust and quality energy services

to regulate

rnission statq:ment
lhe energy sector in a fai; transparent
manner consistent with government policy

and sensitive to stakeholder interests

{:ffirw v8*r,Ie5

professionalism
board shall uphold high standards of professionalism; all

of the board and professional staff are expected to
adhere to their respective codes of ethics.

g:rc,*cIict;*trilitV

the board shall follow clearly defined rules

and regulations in the conduct of its business

sqig6rifitil
the highest levels of integrity

shall be expected in all transactions

re$pd)firilvfffl{T$ti
the board shall endeavor to be sensitive

and expeditious in dealing with stakeholders concerns
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Ercecutiue Chairman's Statemcnt

lhxethe honour to present the Annual Report of Electicity

.pfuuhtory Board (ERB) forthe Fiscal Year (lY1D4frS;which
-"was my first full year at the helm of ERB and I am glad to

reprt that it was a successful year for the Board. I wish to
express my sincere gratitude to my fellow Board Members
for thei support and to the Management and Staff of ERB

for their co-operation and dedication to duty in the serice
of our country.

The year under roiew was the first in which a group of
selected government departments and agencies operated
undera pilot performance contract scheme. ln the folloWng
FY it was extended to all government departments and
agencies. We at ERB welcome and embrace this move as it

Mr Matere Keriri, CBS

will help us consolidate our programs and targets and fine tune our sewice ethos. To this end ERB

signed a performance contract for the Fy 9005/O6with the government in \^/hich we commit ourselves
to deliver on key targets emanating from our strategic plan. These targets mainly focus on the
dwelopment of kqy regulatory instruments to facilitate effectrve and efficient regulation of the electic
power sub-sector.

The Energy Sector achianed a major milestone when the government published Kenya's first white
paper on Energy Policy as Sessional Paper No 4 of 9004 on Eneryy. This paper, which is of critical
importance to the management of the enerEy sector is of great significance to ERB because the
Electric Power Ac{ 7997 grovides for the Minister of Energy to direct ERB on matters of policy.
SessionalPaperNo 4 of 9004 on Energyencapsulates this policyguidonce in a predictablg transparent
and comprehensive yet concise manner and is lherefore Sood for all stakeholders in the electnc
power sub-sector. Akey grecept of the paper is the transformation of ERB into an Energy Regulatory
Commission (ERC) with an extended mandate for regulating the whole of the enery sector. lt is

notanrorthy that ERB participated fully in the process of formulating the poliry document and provided
the Secretariat and Chief Rapporteur. We are proud of our contribution to this important process.

This was also the second year of ERB's first strategic plan covering the Plan Period 2O03/O4 - 2007 /08.
I am glad to report that the implementation of lhe Strategic Plan 9003t04 - 9007/OS is on course;
and we have achieved kq milestones during the year under review: The Grid Code and the Rules

have been debated by stakeholders and are due to be gazelted for implementation. Further, the
Board's Enuironmental Hea/th and Safety Policy Frarnework was debated by stakeholders and was
due for finalisation by the end of lheyear.Ihe Retai/ Tariffs Review PolicyFramework was approved for
exposure to the public for eventual stakeholder debate; which was to take place in the next FY

These achiorcments are in line with our strategic objectives of putting in place the regulatory instruments
necessary for the effective regulation of the power sub-sector.

On the economic regulation front the Board approvecJ a na^/ fifteen-year Power Purchase Agreement
(PPA) between lberafrica and KPLC following the expiry of lberafrica's seven-year license and PPA.

The new PPA incorporates a 50% reduction in the capacity charge, and hence a lower bulk tariffl
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thereby giving KPLC and the consumer somerelief.Rdailtarifft which had been on a downward trend

since the end of the 1999-2001 drought, hit the bottom in 900304 and registered an upturn during

the year under roievtr, pushed up by rising global oil prices and increasing proportion of thermal

generation in the generation mix.

Westmont Power, one of the stop-gap lndependent Power Producers (lPPs) did not renew its saren-

year license upon its expiry in October 9OO4. This reduced the number of lPPs in the sub-sector to

three with a combined installed capacity of 144 MW down from '187 M!(. ln November 9004 KPLC

started receMing power from TANESCO to suppl'/ Lunga-Lunga, a town on the border with Tanzania.

lmports from UEICL declined very significantly in tl're second half of lheyar due to growing capacity

constrainG in Uganda.

Significant progress was made on the dorclopment of the 330-kV inter-connection to the Southern

ffican Power Pool (SAPP) through Tanzania. The feasibiliV stucty for this inter-connector was completed

and the governments of Kenya and Tanzania are currentty seeking funding for the construction of the

line, which is planned to come into seMce in 2009. The Eastern Africa Power Pool (EAPP) proposal

also registered good progress with completion of the feasibility stLlcly invoMng the darelopment of

a Least Cost Power Duelopment Pbn for the combined regional market.

The performance of KPLC, the onty Public Electricity Supplier (PES) in the country showed little

improvement: The number of new connections went up slightM to nearty 4?000 which is still way

below the target of 15Q000. The number of outages and faults increased resulting in a decline in the

quality of suppM despite the implementation of a prgect to strengthen the distribution network.

Reportable incidents and accidents declined significantV but fatalities increased. The number of

complaints did decrease, most (407") of which related to billing queries and new connections (287").

I

Fxcecutive Cl'nirnnn
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Composition of Board

The membership of the Board comprises of an ExcecutMe Chairmary the Permanet Secrdary
Ministry of Energy, and five members; lwo representing the private sedor in general and one each
respresenting workers, employers and manufacturers organizations respectMely.

Thecriteria for eligilibilityforappointment tomembership areprescribed intheAdand require prospectMe
appointees to possess a unMersity degree or its equivalent and have not less than l5years practical expenence
in matters relating to industry finance, econmics, engineering, enerEy or law.

The membershlp of the board during lhe year was as follows'

M. Woike,
Executive Chairman PS, Mrnistry of Energy

Mr Gershon Konditi Mr Guantai Kirimi Mr Joseph Ng'ani
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ERB fttanagemcnt
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Eoard Secretary

Mr. Davd Kemei - Financial Anatyst Eng. Buge Wasioya - Power Engrneer

Chief Power Engineer / Consumer
Affarrs Manager

w: t:1...

Dr Frederick Nlang - Power Economist Mr. Edward Opiayo Finance Manager Mr. John Math Lt - Legal Counse

Mr. George Otieno
Custorna Relatrons Anaffi

Puplic Relations Officer

I
Mr. Godfrey Osotsi

lnforrndtbn Systen6 Administrator

x
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Hon. Simeon Nyachae, Minister for Energy

gives a speech during the Tarrif Rariew

Policy Stakeholders workshop at KCCT

Mbagathi.

Stratcgie Planning

lmplementation of the strategic plan:

2003/04- 2007 /08

fne year under review is the second year in the implementation of

I the Strategic Plan 2OO3/04 - 2OO1/OB which is the principal in

I strument SLOinS ERB's activities during the plan period. The Strategic

Plan 2003/04 - 2OO7/08 identifies the development of key regulatory in-

struments and amendments to the sector's legislative framework as key

deliverables for the plan period. Other deliverables include streamlining the

corporate management function by establishing and implementing compre-

hensive financial, human resource mdnagement and administration policies

and systems.

ln the FY under review the following milestones were achieved,

>
Participants in a working session during

the Tarrif Review Policy workshop.

Mr. Matere Kerer| lhe Executive Chairman

ERB making opening remarks during the

Environment, Health and Sofety Policy

stakeholders workshop.

(a) Amendments to the Electric Power Act '1997 lo make it more respon-

sive to the needs of the enerEy sector were completed and a new law

consolidating the Electric Power Ac|,1997 and the Petroleum Bill 2000

to be known as the Energy Bill was under drafting.

(b) The formulation of the Grid Code as well as subsidiary legislation in the

form of Rules and Regulatrons for the smooth operation of the sector

was complefe.Ihe Rules and Regulations Under the Electric Power Act
1997 include: Electric Power SafeV Code; Electric Power (Licensing)

Rules; Electric Power (Supply) Rules; Electric Power (Complaints and Dis-

pute Resolution) Rules. The Grid Code and the Rules were debated by

stakeholders and are ready to be gazetted.

(c) The Board's Environmental, Health and Safety Policy Framework was de-

bated by stakeholders and will be finalised and launched in the next FY

(d) The Board's Retail Tariffs Review Poliry was approved for exposure to

the public for eventual stakeholder debate.

(e) Board also participated fully in the formulation of the draft National En-

ergy Policy which, for the first time tn Kenya's history gives a compre-

hensive and harmonised policy framework for the management of the

energy sector. Following debate and due approval by Parliament the

National Energy Policy was published as Sessional Paper No.4 of 2OO4

on Energy. This publication therefore enhances transparency in the sub-

sector as it encapsulates the policy guidance that the Act obliges the

Minister to provide to the Boord
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On the 29k June 2005, ERB and the Ministry of Energy signed the first Performance Contract for the financial

year 9005/9006. The ExecutMe Chairman signed on behalf of ERB while the Permanent Secretary, Ministry of
Energy signed on behalf of the Government.

The targets under this contract include formulation of tariff review policy, setting of indicative tariffs,

operationalization of the Grid Code, publication of Environmental, Health and Safety [EHS] poliry, resolution

of complaints and disputes, inspections of licensees works, and compliance with set budgetary limits.
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Rcgulatory lnstruments

The Board's Management finalised the danelopment of a draft Grid Code and a rang€ of rules and

regulations. These rules and codes are part of the instruments that the Board will use to fulfil part of its
mandate as provided for in the Electric Power Act 1997 under which the Board was established. The

rules and codes developed include:

Grid Code: The Kenya Electricity Grid Code is designed to facilitate the development operation and

maintenance of an efficienf, coordinated and economical electric powersystem in Kenya, byspecifyng
to all parties connected to that system their technical and procedural obligations.

Kenya Electricity lndustry Safef Code: The safety code, whrch is a subsidiary to the Grid Code,

specifies the rules and procedures to be followed by persons involved in operattons of generating,

transmission, distribution and supply equipment and customer installations. ln addition to this, general

safeV requirements and employers' responsibilities regarding employees' safety in operations are

spelt out.

Electric Power (Licensing) Rules, 2005: fhese rules set out the manner and form of application to
the Board for electric power production, local generating, transmission, distribution and supply licences.

The information required under these rules includes the financial and technical capability of the applicant

and details of the proposed undertaking. These rules further stipulate requisite applicatiorr fees for all

applicants.

Electric Power( Supply) Rules, 2005: fhese provide for the obligations and rights of both the
public electricity suppliers and consumers, and include the requisite account and meter deposits,

electriclly meler certification and consumers right to require the public electricity supplier to test, free

of charge, the accuracy of the meter installed in their premises.

Elestris Power (Complaints and Disputes Resolution) Rules, 2005: These provide for the
procedures and rules for anyone with a complaint regarding any matterwithin the powers and functions

of the Board.

The above regulatory instruments are now being processed at the Attorney General's Chambers for

anentual gazellement.
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Scssional Papcr J{o. 4 on Encrgy

During theyear under roiar4 parliament debated and passed the Sessional Paper No. 4 on Energy.

The draft Energy policy was first subjected to a stakeholders input and ERB staff fully participated in

the process of development of the draft before it was presenled to parliament. The following are

some of the salient features relating to regulatory matters in the Energy policy.

Regulatory Frameavork

The Sessional paper No. 4 on Energy recognises the current regulatory challenges facing the entire
energy sector under the pranailing Electric Power Act 1997and the Petrolium Act (Cap.116).Ihe
paper proposes that an umbrella Energy Act be enacted into law. Under he proposed Energy Act
the Electricity Regulatory Board should be transformed into the Energy Regulatory Commission [ERC]

Wth an elaborate regulatory mandate for the enlire enerW sector. To enhance regulatory autonomy,
Government will remove ERC from the domain of the State Corporatlon's Act and gMe it latitude to
formulate and enforce secondary legislation.

Rural Electrification Agency
Ihis poliry document recommends the creation of a new rural electrification agency as a State

Corporation to carry out rural electrification. The re,tenu.-s of the new agency will include proceeds

of the rural elecUification lerry imposed by the Minister for Energy, state grants, loans from external

sources as approved by Government and fines and fees imposed by ERC under the Act on convicted
consumers, eledic power producers, public electricity suppliers and independent power producers
(lPP's).

Llcensing
The paper proposes that ERC will be granted authority to license eledc power producers, power
wholesalers and disfributors including contactors for wiring buildings and other installations requiring

ebcficity supp[ upon conducting proficienqy tests.

Ihe poliqf document proposes trEt ERC be a one-stop office for fucilitating permitting and licensing

as opposed to the current system vvlwre dtfferentGovernment authorities handle specific aspects of
the process.

Appeals Tribunal
Ihe poliqy docurnent recomrn€nds tre establishrnent of an Appeab Tribunal to deal with cornplaints
ard grianances agairst ERC's decisi<xs to rqhrc the Mnisterwtro currenty undertakes thb function.

3
1

10



Tariffs

Tariff Raiew Pollcy

lr4anagement continued with tte task of dareloping a comprehmsle Retail Taif6 R*iew blicy
from the ryrtstucf ry NERA€|BB entitled rt:r-" R*iew of Electicity Tanff Policy in Kenya - Octo-
fur gM?'\t'thich wm completed in October 2OO2.The draft Retail Taiffs R*iaw bllcywas ap-
proved for erqcosure to he public and subsequent debate by stakeholders at a date to 6e deter-
mined.

The completion of the uperl stucty by NERA-GIBB on the " Reuian of ElecticiU Taiff Policy in
Kanyd in October 2002preceded the unprecedented change in government folloWng elections

in December 2C(|l2. The new government has since put in place a comprehensMe agenda for
economic recovery and embarked on the process of streamlining the electnc power sub-sector
with particular emphasis on restructuring KPLC's balance sheet. The efforts of the government have

had a fundamental impact on AAanagement's efforts to update the tariff models daneloped in the
NERA-GIBB stucly. lvlanagement made good progress in updating the models taking into account
+hekq changes vrhich harre occurred since the nanr government took office in January 2003. The

Rqenue RequrremenB model has been updated substantially following the restructuring of KPLC's

balance sheet and the utiliV's ability to access funding. The Marglnal Cost mdels and lhe Tarlff

fuldule hane also 6een ronsed extensMefy.

Retall Tarlfrs
The a'rerage tarifts for the FY 2@4P5 in nominal terms was 6.72 KShAWh (8.7 USclk\ffi) up from

5.99 (7.8 USdkWh) the pranious Fiscal Year; indicating an upturn in the trend. The LRMC for the
electlc power suGsector is estimated at 11.3 UScA!7h. The corresponding per capita consump-
tion for theY 2004/05 was 135 k!ffiKapita; continuing on a sustained upward trend over the last

fve years.

l$lcrrgz TrC fi, E CFlb Cqrrrrptbn o, EoOEty

IKshltavvh +kwh(epftc
9.19

7fi 6.79
6.3r'

gOm/fi m1,O0 9meP3 9m3r01 9004,05

Tt:r-lorcl of the End-User-Tariff (EUD was largely drMen by the fuel oil cost adjustment (FOCA) and

to foreign exchange rate fluctuatron adjustment (FERFA) with the former having the grealer impact.

Ihe previor.rsy"ar consumers enpyed a stretch of credits from KPLC in the form of negatMe FOCA.

How6rer, volatility in, and high crude oil prices on the global scene changed the situation in the

year under raietr with he adjustrnents spiking to 146 KCents/kWh for May consumption.
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Bulk Tariffs

The seven y€ar "Stop-Gap" contracts for lberafrica and Westmont expired in October
2004. lberafrica's contract has since been renewed for a further period of fifIeen years

with an attendant 50% reduction in the capacify charge rate. Westmont's contract was not
renewed and the plant has ceased operations. The reduction in lberafrica's capacity charge
will have signrficant implications for KPLC's re\/enue requirements and hence its financial
per formance.
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Stat*ns of Industry

Customer Base

637,079

Efficiency Parameters

6.79

190

687,ffi

'i1,..-'.tr, j l,,t)ifl Le.:., . i-. , 1... i $p'1'pi61r'.11,*. ,

The following figures 1(a) show the water levels for the reservoirs at Masinga, Kamburu
and Turlcwel while, fig. 1 (b) shows inflows into Masinga, Thiba and Turlcwel as a
percentage of Long Term Average (LTA) for the period July 2004 to June 2005. Fig. 1

(c), 1(d) and '1(e) compare the Masinga, Thiba and Turkwel inflows with (LTA) inflows
respeclively for the same period.

Fig. 1 (a) Reservoir Lanels
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FSL means full storage level (in metres above sea level)
n'rasl means altitude expressed in metres above sea level.
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The fig. 2 (a) depicts the summary of total generation for the period July 2004 to June 2005

while, Fig 2(b), 2(c) and 2 (d) show total units in (GWh) purchased by KPLC from hydro and

wind, geothermal and thermal generating plants respectrvely for the period Juty 2004 to June

2005

Fig. 2 (a) - Summary of Energy Generaled from all pow€r plants
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Generation from Hydro and Wind plants

lmports from UETCL have reduced signrfrcantly since February 2005 as is shown by the chart

below. Under agreement between KPLC and TANESCq KPLC started receiving power supply

at Lunga-Lunga in Coast Province from Tanzania in November 2004.
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Encrgy Purshascs and Salcs
-

Table 1 shows energy purchases vis-d-Ms sales and losses for he period July 9OO4 to June 2005

Ioilt vg Att{a 44 G{a koa Eaa bG 6{ Y4 FS ,',O DC
hrdrE 119.73 u3.91 a33.qt 111.79 113.79 1,,.399 155fr. 190.i7 158..5 1$,E7 1396' 1$.79

Sdes 319.11 35,.96 b1b9 ?ttb7 36:161 w.91 3718 !t163 ?1st3 1{8,.C' 365.9t t7918

los6 91.m* 18-91% 15.96* 19.71% $fia i $.11% 18.{0S 11f,% 91bl% 16.71* 1931r 16.8b

4 - Fuel Cost / Forex Adjustment

fhe fuel cost and forex cost adjustment is shown by fig 4 (a) vvtrich shows the trends in the fuel cost and
foreign exchange rate adjustments for the period Mween July 2@4 and June 2005. The fuel cost adjusfrnent
was high in all the months exceptfor the months of October, November and December gAO4vlhiletrcforex

cost adjustment was lowest in all months except in October, November and December 2Cc.4 respedively.
The total for both the fuel cost and forex adjustment was highest at 1.84 in the monh of May 9005 while it
was lowest atO.47 during the month of December 2@4.

(,gnne.rtions

lntheyear underr6i64)ufy2004 toJune2005therewasatotal of 48,949 customersvvhowereconnected
to the grid as compared to July 2003 to June 2OO4 vvhere onty 42,921 were conneded. There was a drop
in connectiviV in the months of November, December, January and February for the period under rorievr Juty

9004 to June 2005. There was 14.04V" increase in connectMity of customers. Howarcr, this did not meet
KPLC's set out total target of 15Q000 customers per year.
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Faults and Outagcs

btal number of FIVIMV interruptions was 4374 vrhile transformer faults were 931 . These have increased

to 3892 and 867 respectvely be&veen July 9003 and June 2004. Most of the faults and outages

5elv,rcenApriland fulayas this is the period when the country experienced the long rains.Howarcr,

KPLC has intensified its effort to cut trees which have encroached onto the distribution lines as these are lhe
major causes of intenuptions. There were also a number of projects wtrich wereimplemenled to strengthen

the distribution network to reduce on the frequenq of interruptions.
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Environmental, Health and Safety Poliry
Framework for the power sub-sectmr

Management completed drafting the Board's Enulronmental, Health and Safety Pollcy Frameworkfor lhe elec-

tric power sub-sector and the same was approved by the board for exposure to the public as provided for

by statute, in preparation for debate by stakeholders.fhe draft Envionmental, Health and Safety Pollcy Frame-

workwas subsequentV debated at a well attended stakeholders' workshop held on the 5h of April 2005.

The stakeholders' workshop drew participants from the electric power sub-sector, commercial, industrial,

and domestic consumers, government departments including NEMA, the academia, civil socieby and the

diplomatic corps. lt was opened by the honourable Minister for Energy and closed by the honourable Minis-

ter for Environment and Natural Resources.

As the Fiscal Year drew to a close Management was collating, analysing and incorporating the stakeholders

comments for review and final approval by the Board. Iherefore the Environmental, Health and Safety Policy

Framewoft will be launched for implementation.

Review of Environmcnta! lmpact Assessment Reports

As the Lead Agenry in the electric power sub-sector the Board collaborates very closely with the National

Environmental Management Authority (NEMA) in the review of Environmental lmpact Assessment reports
produced by prgect proponents. ln the year under reiar't, EIA reports for the following projecls were
roAewed'
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9 Kcnyr Elccddfl Garrrtlng
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The proposed 130 kW. Borooni micro lrydro -

pof/er project in Baraimu sub-locotion, Chogorio

location, Chuka dMsion, Arleru Souh disrict

The proposed relocation of Lomu cower stotion to
the main land

The proposed lmenti Teo Factory lrydro-elecEicity
project in Meru Cenraldisuict
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Inspeetions

ln order to ensure the licensed utilities observe and maintain safety standards in tlreir respedwe operations,
the Board carried out routine inspections on the power transmission and distribution netwotts in Nairobi, Mt.

Kenya, Coasg and West Kenya regions during theyear under review. Anomalies noted during the inspections

were; poorlf strung/designed overhead power lines, dangerousl'y leaning polet inadequate line to building

clearance, infringement of power wayleaves by private develogrs, uncleared way leaves, idle materials found
on site, stay wires without stay insulators and illegally connected installations.

t Actions taken: Reports generated from the inspections were forvvarded to KPLC for their corrective
action.

o Obseruatrons: The inspections and other interventions made by the Board haze significantly contributed
to the decrease in the number of reportable accidentslncidents. Over the p€riod under r6iav, the accidents

reduced from 35 in 200304 to 29 in 2@4n5 a reduction of 37.14%.How6rer, fatal accidents increased

from 1 4 reported in 2003O4 to 19. Although thereis a reduction of the accidents, thereis need to intensify

public safeby awareness campaign as some of the reporled accidents could llavebeen anoided, if the victims

had been better informed of the dangers inherent in electnc power s)Et€ms.

As demonstrated in graph No.1 the reportable accidentslncidents tendbdween Juty 9001 and June 9005

reported to the Board by KPLC and KenGen drastically decreased.
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Table below shows complaints recerved by Electricity Regulatory Board from consumers of electricity and/or
Utilities from July 2004 to June 2005. These complaints are input in the database for analysis and categorization
depending on nature of the complaints, the region from which the complainants reside and their status. The
Board uses the anahysis to either refer lhe complaints to the relevant utilities or complainants for addressing and
more information respectvely. Howorcr, if a complaint could not be resolved and has been has been
outstanding for a long period the Board, books it for hearing.

Billing complaints were the highest amongst the 60 reporled cases representing 4O7o of the total followed by
na^/ connections with 28.337". Other types of complaints account for less than 127o of the total.

B07o of the complaints were resolved, 3.33% awaited arlcitration by the Board while 15% and 1 ,617" awaited
r€sponse from utility and complainant respectMety in the same period.

Nairobi Region had the highest number of complaints reported with 427o while Coast and Mt Kenya Regions

had the least with 37o each.
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Challenges Encountered in theYear

Rules and Regulations
Elecfricity SuppV lndusfy (ESl) has in the past operated without witen rules and regulations. This made it
difficult for the regulator to achiane its mandate in technical, environmental, public interest and economic
regulation.

Consumer Aafairs
Since inception in September 1998, ERB and iG function werelittle known by public and in most instances it
was mistaken as a mere department of KPLC, KENGEN or the Ministry of Energy (MOE). lt was no wonder that

consumers of electricity used to write to the Permanent secretary MOE to resoMe their complaints and
disputes with the licensees with onV a few of such lelters copied to ERB. Our major challenge in consumer
affairs has been to create an identity of ERB through public €xposure in the form of interactions with stakeholders,
pras releases and supplements in 2004/9005. Much needs to be done on consumer awareness campaigns

and consumer education.

Power Purchase Approval
Power Purchase Agreemnts (PPA) b€tween KPLC independent power producers, lberafrica and !(estmount
erpted after operating for seven years. Prior to expiry of these contracts, there was hue and cry from consumers
and general public that bulk tariffu for electricity generaled by these lPPs were onerous. These contracts were
renegotiated and lberafrica's capacity charges were reduced by half in the new PPA which was approved by
the Board for furlher lerm of 1Syears. Westmont was not successful in the bilateral negotiations with KPLC and
it ceased to operate from August 2004.

lnteractions with lnvestorc
ln the year under revievt4 ERB Management held sqeral of consultatMe meetings with would -be investors and
dorclopment partners in the electriciV suppV industry thus encouraging competition, particularV in generation

vvhere various prolects hatrebeen identified for the darclopment by either the prvate sector or through joint
venture in order to meet the demand for eleclrictly in this country.

Human Resource
ERB's organization structure features mainly one person departments and although various professionals are

well trained, the structure poses many challenges to the operations. Dunng the danelopment of various

instruments to facilitate both technical and economic regulation our human resource capacity was stressed
to the limit.
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Beport of thc Controllcr and Auditor Gcncral

KEMA I{ATIOI.IAI- AUDTT OFFICE

REPORT OF THE COMROLLER AND AUDTTOR GENERAL ON THE FII.IANCIAI. STATEfuTEMS OF ELECIHCIry

REGULATORY BOARD FOR THE YFAR ENDED 3OTH JUNE 2OO5

I have audited the financial statements of ElectriciV Regulatory Board for lhe year ended 30 June 2005 in

accordance with the provisions of Section 1 4 of the Public Audit Ac! 2003. I have obtained all the information

explanations vrrtrich to the best of my knowledge and belief were necessary for the purpose of the audit. The

financial statements are in agreement with the books of account.

Respective Responsibilities of the Directors and the Controller and Auditor General

As set out in the statement of directors responsibilities, the directors are responsible for the preparatton ot
financial statements which give a true and fair view of the Board's state of affairs and its operating results. My

responsibility is to express an independent opinion on the financial statements based on my audtt.

Basis of Opinion
The Audit was conducted rn accordance with the lnternational standards on Auditing. Those standards

requte that the audit be planned and performed with a view to obtaining reasonable assurance that the

financialstatements arefreefrom material misstatement. An audit includes an examination, on a test basis, of
anidence supporting the amounts and disclosures in the financial statements. lt also includes an assessment of
the accounting policies used and significant estimates made by the directors as well as an araluation of the

overall presentation of the financial statements. lbelieve my audit provides a reasonable basis for my opinion.

Opinion
ln my opinion, proper books of account have been kept and the financial statements give a true and fair view
of the state of the financial affairs of the Board as at 30h June, 2005 and of its surplus and cash flows for the
year then ended in accordance with lnternational Financial Reporting Standards and compty with the Electric

Power AcL,1997.

E.N.

Controller & Auditor General

Nairobi
03 lvlarch 2006

t
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INCOOIE E E'OB{qruRE FOT ITIE }IAN E{DED 3OII{ JUNE 9OO5

NOTE 9005
KShs.lncomc

ERB LeUr

lnterest
Miscellaneous lncome
Total lrcome

Expenditure

Board t\4€rnbers E4cerses

Staff Salaries, Benefist & Training

ffice Supplies A Epenses
Transport B Trarel Expenses

Public RelationsKonsumer

SeMce
l.Jtiliti€s

Office Rent8 Office SeMces

Corsultanq/ & Otrcr Services

Depreciation Charges

Total Erpenditure

Suplns (Defcit) for the Yoar

9004
l6hs.

I
3

4

5

6

7

8

9
01

; J-r:t{i,:iy1 i,_=lyl:tLr J Z,_r-cra)
25



SHEET

JUNE 2005

and Equipment

Current Assets

Receivable and prepayment

Short Term Deposits

Bank Balances

Cash at hand

CURRENT LIABITITIES

Payables and Accruals

NET CURRENT ASSETS

Net Assets

FINANCED BY:

CAPITAT FUND

RESERVE FUND

tinansial Statcmgnts

Notes

,4.0'2ffi

j,'t.'*fffi

10

11

12

13

14

15

g,ffiN
1s.161.548
-=-r-

36,739030

105,698,632

9,65o,ooo

115,278,632

-

MElaspB

16

1l
tltr61.,54S

The notes on page 25lo 29 form an integral part of this financial statement.

CH,{RMAN
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Cash llow ftom Operatng Activi0es:

Net Surplus/ (Deficlt) fom Operations

Adjustments

Depreciation

Operating Surplus/ (Defi cit) Before
Working Capital Changes

lncrease in Debtors

(Decrease)Ancrease in Creditors
And Accruals

Cash Generated from Operations

lnvesting ActMties:
Purchase of Fixed Assets

Net Cash Outllow lwesting Actful0es

Net lncrease ln C.ash & Crsh equhnknG

Cash B Cash Equivalents at the beginnirg
Of the Period

Cash & Cash Equivalents at t€ €nd
Of the Period

Financial Statcmsnts

CASH FIOIT STAIETiENT

FON, fiE PERIOD E}{DED 3OI}I JUNE 9OO5

Note 9005

KSHS

14

2004

KSHS

2

The notes on page 95 to 99 form an integra! part of this finarcbl Staternent.
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]inanr*al

No,tca to Ote Accounts for fie Fhmdtl June/2005

1. Significant Accounting Folicies

The financialstatements arepregred in accordance with and complywith lnternationalAccounting Standards.

The principalaccounting policies adopted aresel out below.

a) B6L of Accoun0ng

The Financial statements hare been prepared under the historical cost convention.

b) lncomc Recognitlon

lncome is recognized when receved,

c) Fhsd Ass€ts and Depreclatlon

Fixed Assets are stated at cost less accumulated Depreciation.

Depreciation is calculated on the cost of the fixed assets on a straight line basis, at annual rates estimated to
write off the cost of these assets over the expecled useful life.

The Depreclatlon rates ueed are as follows:

Motor Vehicle 25%

Furniture & Fitting 125%

Computer Equipment 30%

Equipment 125%

d) Taxation

No provision has been made for income Tax.
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Financlal Stiltcmcnts ,ll:,'i.I:ffi

Bcnefts

Board operates a defined contibr.rtion pension scheme for all its em$oyea. The scherne is

and is funded ftom contribrutions from both tre board and employees.

The Board also contributes a statutory ddned confibxrtion plan. National Social Security Fund.

Contributions are determined by local statute and are currently limited to a maximum of KShs 9N Wr
employee per month.

b) Cash and carh equlvalents

For the purpose of the cash flcnrr statements, cash and cash equivalents compdse cash on hand and

deposits held on call.

c) Comparatlves

\Where necessary comparatives figures ha'rebeen adjusted v,there applicable to conform to clnnges
in the current presentation.

Retlremeirt Benefit Obllgatlon.

All permanent employees of the Board are members of contributory pension scheme. The scheme

is currently administered by an insurance company.

The board rnakes a monthly contribtrtion of 10% of the employee,'s basic salary and the emplqee
contibutes 5% of the monthV basic salary.

e) incorporation

The Board is a state corporation established undar the Electic po\ /er 4c11997.

Currenry

Th€se Accor.rnb are prmrted in Kerrc Shillings (l{Stts.;

d)

9.

o

9005
lGtE

W
lchs

Borrd Erpcnscr
Salary & Alovratces kecutilrc Chairmrt
Flonoraiir
Sitttrg Alo,,vmces
S€rnina6, Tra\^d A Acconrnodation
Gratuity
irl€dical
tlffiW Entert*ment & Otters
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tinaneial Statcmcnts
Notes to tfie Accounts for tfie Financia! Year Ended June2fl)5

2005
Khs

3. Staff Salarles & Benefits

Salanes

Carllransport Allowance
Pension & Gratuity Contnbution
Medical
lnsurance
Training & Capacity Building

Leave Allowance
Other

Number of Employees

office Supplies & Expenses

33,719,915
9101000
2,756,472
3,f361,295
1,191,244
9,672,076

o,545,ooq

55,841,893

2004
Kshs

4
* 

3"oto,z+g

: 4,975,653
e$p6

9,894,641
1,21q000

724A16
50,624,157

30 30

4.

Stationery Postage & Supplies
Meetings, Office Tea Miscellaneous
Newspaper, Book & Periodicals

5. Transport @ Trave! Epenses

Travel Local

Travel lnternational
Fuel

Vehicle Repair B Service
Vehicle lnsurance B Licenses

6. Public Relations & Consumer services

Corporate Subscriptions
Advertisements t+ Public Relations

Public SeminarsAVorkshops

Media Announcements

7. Utilities

Ielephone, Fax & E-marl

Bandwidth
Web Hosting

Software Licenses

Office Rent & office Service

Rent

Office Cleaning
Repair & Service Office Equipment
lnsurance & Others

6,693,170 2,261,244

1,326,759
810,908
554,50o

9,696,470

l$*i^i';
:l*rf;in,eoo
r;, B3Qffi

4f8,p10
2,443,660

1,132,537
851,A97
897,985
560,068
787,598

4,228,584

-Tti&i]"".ii,tit't ' . l

ffi,ffiit#q*sqo
1".,"_'-.-,; 73,199
.:;;1;:" $tffi5' '" '171,Ju

95a,7gg
3,937,951

-

277,408
1,519,900
4,896,969

,;.rr ,'rtgzsoo

. 1,,138,759

' 8q4884
111.101

841,545
815,599
205,643

87,051
1,g4g,g3o

1,1&?p41
757,491

33,000

1,977,832

5,953,840
363,589
977,574
435A857

6,330,860

972,,U9
488,o99

6,445,126

30

-



9. Consultancy & Other Services

Consultancy
Bank Charges

Audit Fees

10. Properties and Equipment

Finansial Statcmgnts

2005

q,651,517

174O1O
900,000

10,095,527

Motor Computer Furniture

Vehicles Equipment
€r Software

B Fittings

KSHS KSHS KSHS

96,558p71

9,0gg,goo

(760,000)

534,967

35,304,&4

2004

Cost

At 1s Juty, 2004

Add Additions
during theyear

Charge for theYar

Disposal

At 30tr'Jung 2@5

Net Book Value'

At 30tt'June 2005

At 30th June 2OO4

Equipment

Oelephone
Fax, OtheD

KSHS

Total

KSHS

11,5?6,191

060,000)Less Disposals

At 30tr'June 2005 34,W7,971

Depreciation
At 1q July 2004

99,730,W7

15,917,576

5,11O,O74

190,000

21,054,640

4,413,075

45,176,W

13,87,(h1

(190,000)

90,137,650 11,96,735 95,467,715 1,go0,g4g 59,679,947

14,7&,221 5,791,694 3,668,545

2,279,304

340s23s0

11,341,W5 9,402,933

11. Sundry Debtors & DeposiG

Cther Debtors MOE

Hospital Deposits
Staff Advances
Staff imp rests

Miscellaneous Deposits

g,g36,g90

13,715,698

200s 2004

9,199,616
777,797

1,097,N1
3u6,147
1 39_O17

36,739,030

-

4,5W,978 9,103,625
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Finandel Statemcntt

19. Short Tcnn Dcpodtr

Short Utn dcporltr D htustttcttts
rrc ffi u iollowr:

Treasury Bills

Mtional Bank of Kerya

13. Bank Balanccs
The amounts belc 

^/ 
were beirg held

in current account.

l.lational Bank of Kenya

Kenya Commercial Bank

l,'1. C!$ e Cash carry EquhnlcnG
fetV cmh
Bank Bahnces
Short Term D€posits

15. Accruals
Audit fees
Telephone
Hospital Bills

Suppliers lnvoices
Other

16. Gcncral Rcsartc
Brought Forward
turpluV (Mcit)
For the )ear
Canied forward

17. C+ltd Rnd
Brought Forward
Ranlmtion Surplw
durirg the )aar
Net book\hhie
Of retircd oss€ts
Canied forwarO

2005
I(SHS

9004
IGHS
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