KenolKobil Limited
Kenya Corporate Analysis
Security class
Long Term
Short term

June

Rating scale
National
National

Rating
A(KE)
A1(KE)

Rating outlook
Negative

Financial data:

Summary rating rationale

(US$’m comparative)

The rating is based on the following key factors:

KShs/US$ (avg.)
KShs/US$ (close)
Total assets
Total debt
Total capital
Cash & equiv.
Turnover
EBITDA
NPAT
Op. cash flow

(
(
(

Market cap.*
Market share

)
)

)
US$201 m
n.a

*As at 20 May 2013 @ KShs83.8/US$

Related methodologies/research:
Criteria For Rating Corporate Entities
(Updated April 2013)
KenolKobil Limited (“KenolKobil”) Rating
Reports,
-

Rating history:
Initial Rating (
Long term: AA-(KE)
Short term: A1+(KE)
Rating outlook: Stable
Last Rating (05/2012)
Long term: A+(KE)
Short term: A1(KE)
Rating outlook: Negative

GCR contacts:
Primary Analyst:
Patricia Zvarayi
Senior Credit Analyst
patricia@globalratings.net
Committee Chairperson:
Eyal Shevel
Corporate Rating Sector Head
shevel@globalratings.net
Analyst location: JHB, South Africa
Tel: +27 11 784 –
Website: http://globalratings.net

Kenya Corporate Analysis | Public Credit Rating

Expiry date

 KenolKobil’s established position as a dominant regional oil marketer,
underpinned by a strong brand and leading positions in middle to
downstream oil importation and trading. The group’s broad geographic
footprint, which bolsters operating income, is also positively viewed.
 Despite the exceptional F11 performance, GCR had warned that the
group’s risk profile was increasing This transpired in F
as declining
oil prices, sharply elevated interest charges, as well as exchange
volatility, drove a KShs6.3bn net loss. Going forward, an operational
overhaul, which includes, inter alia; improved marketing, enhanced
inventory management and cost rationalisation, should support a return
to profitability.
 While large trading volumes have previously driven large working
capital absorptions, a deliberate effort to unwind high-cost inventories
led to a large release in F12. While this was supportive of operating
cash flows, a rebound in volumes and price recovery is likely to result
in absorptions in the medium term, despite stricter cash management.
 Debt levels have risen substantially to fund the high business volumes
arising from active participation on the open tender system (“OTS”)
and the sizeable trading business. This has constrained the group’s
financial flexibility, and resulted in persistently high gearing metrics on
a month-to month-basis. Debt serviceability measures have also
deteriorated, a factor exacerbated by the largely short dated nature of
debt and resultant sensitivity to interest rate movements.
 The termination of the Puma sale agreement is viewed negatively,
given the anticipated benefits in terms of the capital and operational
support it would have provided. In light of the equity erosion and high
gearing levels, finding a suitable partner is critical to continue the
strong growth.
 Operations are highly susceptible to oil price and exchange rate
volatility, as well as licencing and other regulatory changes in the
various geographies it operates.
What could trigger a rating action
Positive movement factors:
Improved cash flows, underpinned by a return to sustainable profitability
should be supportive of a more robust medium term credit profile.
Capital support from current shareholders or a strategic investor will also
alleviate funding pressure.
Negative movement factors:
The maintenance of substantial trading volumes without further funding
support or improved exchange risk mitigants could drive further losses.
Given the highly geared balance sheet, continued oil price deflation
would place downward pressure on the rating.

Business profile and recent developments
KenolKobil (formerly Kenya Oil Company Limited) is a
leading distributor and marketer of petroleum and
associated products in East Africa. Its domestic position
was consolidated through the acquisition of Kobil
Petroleum Limited (originally domiciled in the USA) in
2008, making it one of the largest companies by asset size
on the NSE. The group has also extended its footprint into
Southern Africa, and has an overall network of 20
terminals that supply 413 petrol stations in 9 countries.
Key shareholders as at December 2012 included Wells
Petroleum Holdings (24.9%), Petroholdings (17.3%), and
Highfield (12.5%).
In May 2012, KenolKobil announced that its majority
shareholders had signed an agreement with Puma Energy
International Plc (“Puma”) to acquire their shares It was
envisaged that Puma would ultimately acquire the entire
shareholding through a full-takeover bid. Puma is a global
oil marketer that is 80% owned by Trafigura Baheer BV, a
Dutch company interests spanning, inter alia; oil, coal,
metals (ferrous and non-ferrous) and shipping. However,
management announced the termination of the agreement,
by mutual consent, in March 2013. No further information
has been provided in this regard. According to press
reports, the National Oil Company of Kenya (“NOCK”) a
state-owned competitor, is contemplating an offer of
US$300m to purchase KenolKobil. Management has not
commented on these claims, stating instead that while they
have been approached by potential investors, there have
been no firm offers. KenolKobil remains open to
proposals that are in line with its long term strategic focus
for the business.
A new investor would be considered highly beneficial to
KenolKobil, as it would support its strategic expansion
plans. As such, management will consider transactions
that can provide financial and commercial support to fund
growth initiatives. In addition, a multinational investor
would offer operational leverage, such as access to more
competitive oil products in the international market,
pricing benefits and access to shipping and storage
facilities, as well as technical expertise.
Further compounding the oil marketer’s woes was a large
F12 net loss. Specifically, sharply decreasing oil prices at
the beginning of the year, coupled with high cost
inventories, notably constrained the gross margin. This
was further compounded by losses deriving from forward
contracts signed in F11, in an effort to mitigate the impact
of the Shilling’s volatility on earnings which saw F
foreign exchange losses virtually treble to KShs4.6bn. The
group’s foreign exchange exposure is a function of its
large import requirement, which in recent years has been
compounded by the markedly higher volumes, driven by
aggressive expansion, its sizeable participation on the
OTS and trading. The resultant KShs6.3bn loss consumed
nearly half of the group’s equity which approximated preKobil acquisition levels at FYE12. Coupled with the
termination of the Puma deal, this has driven considerable
underperformance of the counter. While the NSE Allshare index has gained 35% since the beginning of the
year, the KenolKobil share price fell to a 17-month low in
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April, bringing its market cap to a low of US$159m, from
around US$284m in July 2012. The share price has since
rebounded somewhat, on the back of takeover speculation.
Considerable trades saw as much as 19 million shares
traded in a single day (14 May, 2013). While speculation
continues to drive share performance, management has
stated that stronger results have since been achieved in 1Q
F13, pointing to an expected recovery in performance in
the current year.
Legacy issues continue to impact the industry, particularly
inadequate storage, refining and distribution infrastructure.
Inland bound deliveries from Mombasa face lengthy
delays due to congestion and limited storage facilities at
the port KenolKobil’s ability to maintain consistent
supplies has also been affected by inefficient and
inadequate refining capacity at government and Essar joint
venture Kenya Petroleum Refineries Limited (“KPRL”)
and the state-owned Kenya Pipeline Company Limited’s
(“KPC”) inadequate pipeline infrastructure
These public infrastructure constraints result in excessive
demurrage costs, disproportionate tariffs and capacity
limitations. The situation has exacerbated challenges for
oil marketers, and has contributed to large multinationals
exiting the market. This has led to contention with several
marketers and drawn out litigation by KenolKobil against
KPC for breaching transportation and storage agreements.
The industry has come under increased regulatory scrutiny
in recent years, which represents mixed fortunes. In the
retail segment, the Energy Regulation Commission
(“ERC”) has introduced price regulation to stabilise fuel
costs, and is seeking to further regulate distribution. The
regulation of lubricants is meant to eliminate substandard
products and protect legitimate players’ market share.
In response, KenolKobil has sought to enhance its higher
margin, ancillary product offering, with focus on LPG and
lubricants and non-fuel business lines. The client loyalty
programme, which is meant to improve the foot traffic at
service stations, is gaining traction through its electronic
fuel management system, which is available regionally. In
pursuit of it expansion strategy, KenolKobil also seeks to
expand the international retail and wholesale marketing of
petroleum products, in order to diversify its revenue
streams. The group has secured storage and depot facilities
in Tanzania, Burundi, the DRC, Rwanda, Uganda and
Zambia. It has also registered a Mozambican subsidiary,
with a view to expanding its operations into that country
and into Zimbabwe. In addition to LPG storage and filling
sites established in Kampala and Kigali, the group is
building a KShs120m plant in Western Kenya and another
in Lusaka to be completed by latest FYE14. Looking
ahead, the capex programme is likely to be scaled back, as
KenolKobil focuses on consolidating its capital base in the
wake of recent losses the reduction of borrowings.
Earnings diversification
Geographically, Kenya remains the key operational focus,
as it accounts for around 80% of turnover. However, the
group’s diversification has enhanced profitability with the
other countries to contribute an average of 40% of
earnings over time. Operationally, the group is segmented

into Inland market (wholesale and retail operations),
Export Trading & Aviation (oil trading, storage and
distribution), and ancillary business lines such as LPG and
non-fuels. The segments are closely aligned, with resultant
synergies providing critical cost savings. Given this
integration, the allocation of assets and liabilities to
specific segments is superficial.
Inland market (KShs'm)
Revenue
Gross profit
Op. income
Net fin. charge
NPAT
Gross margin (%)
Op. margin (%)
Net interest cover (x)

F11
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F12
(
(

)
)
n.a

(

)

(

)
(
(

n.a
-

)
)

KenolKobil markets and distributes motor fuels, K-gas,
branded lubricants as well as a range of non-fuel supplies
including car care products and accessories. Marketing is
further split into retail, which supplies consumers, and
commercial, which caters for bulk orders from corporate
clients. Although demand is more predictable than in the
Export business, performance remains susceptible to price
volatility, given its inherently thin margins. A broader
retail footprint drove a 74% rise in revenue to a high of
KShs94bn in F11. In F12, however, declining oil prices
resulted in regulated pump price decreases in the first
quarter, which saw the top line retreat by 15% to
KShs80m. Volumes were not materially impacted, as they
were shored up the group’s customer loyalty programme,
which offers discounts and pre/post-paid fuel cards.
However, margins were markedly compressed by the
reduced pump prices, a factor compounded by foreign
exchange losses.
Export, trading, aviation
(KShs'm)
Revenue
Gross profit
Op. income
Net fin. charge
NPAT
Gross margin (%)
Op. margin (%)
Net interest cover (x)
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n.a
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KenolKobil sells crude and refined bulk petroleum and
LPG to many countries in sub-Saharan Africa. Reliability,
deriving from well-established linkages with its suppliers,
provides a distinctive advantage over other indigenous oil
marketers in the midstream petroleum market. In addition,
a sound financial base and liquidity support ensure that the
group is able to meet demand from its growing customer
base in this segment, largely comprised of governments
and other oil marketers. KenolKobil is also a key exporter
of petroleum products to other countries in the region,
where its position is protected by short lead times and high
capacity storage depots and LPG filling plants. A sharp
spike in the Kenyan Shilling oil price, coupled with the
growth of the group’s African trading operations saw
Export turnover nearly treble in F11. In contrast, F12 saw
a 15% contraction in sales, driven by a decline in volumes,
which arose from constricted export and aviation volumes,
especially in the second half. The segment also reported
losses in F12, reflecting the high cost base inherent in the
industry. This was exacerbated by the strengthening of the
Shilling and the inflated value of crude oil inventories.
Looking ahead, the group continues to focus on the
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expansion of its client base. This will, however, require
material fixed capital formation, particularly with regards
to storage.
Other business lines (KShs'm)
Turnover
Gross profit
Op. income
Net fin. charge
NPAT*
Gross margin (%)
Op. margin (%)
Net interest cover (x)
*Excludes equity accounted income.

F11

%∆

F12
(
(

( )

(

)
)

)
-

This segment is an alternate revenue stream that mainly
leverages off the group’s service station network This
primarily comprises the leasing of premises to businesses,
such as fast food outlets, minimarkets, banks, tyre dealers,
and pharmacies. The administration is contracted out to
third parties with the relevant real estate management
expertise. K-gas is also sold through the petrol station
network and supermarkets. Turnover contracted by 10% in
F
as some of the group’s clients scaled back their
operations in the face of high interest rates. Albeit still
profitable, some margin compression was also evidenced,
indicating the higher administrative outlay and lower
escalations on leases. Looking ahead, the group intends to
broaden this segment, and has begun remodelling and
expanding some of its service stations to extend their
lettable area.
Operating environment
The Kenyan economy remained stable despite the slowing
global economy, with GDP growth of nearly 5% in 2012.
This was driven by strong consumptive demand, coupled
with robust fixed capital formation.
Economic indicators
GDP (US$'bn)
Real GDP growth (%)
GDP per capita (US$)
Avg. inflation (%)
Avg. 91 day TB rate (%)
KShs/US$ (avg)
Estimates.

Source: IMF, CBK

This notwithstanding, the operating environment has been
fraught with challenges. Rapidly rising inflation, initially
driven by escalating food and fuel prices, had knock-on
effects on other productive sectors. As such, inflation rose
to a high of 19.7% in November 2011. This prompted the
Monetary Policy Committee (“MPC”) to hike the Central
Bank Rate by a cumulative 950 basis points to a high of
18% between December 2011 and June 2012. Positively,
cost pressures have since eased, with inflation averaging
9% in 2012. Having opened at 3.2% in January 2013, the
overall rate of inflation had crept up to 4.1% by the end of
March, pointing to a recovery in business confidence
following subdued activity in the run up to the elections.
The MPC has progressively reduced the CBR to 9.5%
from January 2013, while the 91-day T-bill rate had fallen
to 10.2% as of April 2013, from highs of over 20%.
Largely due to monetary policy changes and the resultant
inflationary pressures, the Shilling depreciated sharply
against major currencies during 2011, reaching a record
low of KShs107/US$ in October of that year. Central
Bank intervention and some profit taking has since seen
the currency recover to average KShs83/US$ in 2012 and
KShs85/US$ during 1Q 2013. Going forward, volatility is

expected to derive from the fluctuation in the price of key
imports such as oil and electricity, and efforts to address
persistent balance of payment deficits.
Looking ahead, the projected 2013 real GDP growth of
5.9% will be largely driven by private consumption.
Despite intermittent inflationary pressures, levels of
disposal income continue to rise. Lending to the private
sector accounted for 79% of credit extended in 2012, with
14% of cash flows directed at households. While credit
extension to the private sector has slowed, an uptick is
expected in 2H 2013, given the accommodating monetary
policy and envisaged business recovery. This should boost
spending by the rapidly growing urban population, further
driving demand for higher levels of economic activity and
demand for oil and gas.
Oil prices
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Oil prices remain close to all-time highs, driven by
resilient global demand for energy and a relatively weak
Dollar. From an average of US$79.5/bbl in 2010, prices
rallied to a high of nearly US$127/bbl in May 2011. Some
deceleration has since been in evidence, although prices
continue to fluctuate within a relatively narrow band,
averaging US$109.9/bbl in the 4 months to April 2013
(2012: US$111.7/bbl). Price increases are largely passed
onto consumers, driving turnover growth and higher
operating profitability. However, the costlier inventories
and larger working capital absorptions drive significant
liquidity pressure and raise gearing metrics.
Competitive positioning: KenolKobil has over the years
accounted for over 40% of crude imports under the OTS,
with Gulf energy procuring nearly 30% of the quota. The
domestic crude requirement is estimated at 160,000MT
per month. KPRL is expected to begin to import crude oil,
and has reportedly secured KShs21bn in funding to
facilitate an upgrade and transition to a merchant facility.
This will allow marketers to buy product from
international refineries, as opposed to the current
requirement to process about 50% of their quota through
KPRL. The timeline for this development, however, is
highly uncertain.
Market share (petroleum sales), 2012
Total
18% (21%)

KenolKobil
19% (21%)

Vivo Energy
14% (17%)
LibyaOil
6% (8%)
Gulf Energy
4% (4%)
National Oil
4% (5%)

Other
35% (24%)

Source: Petroleum Institute of East Africa
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Currently petroleum sales are dominated by a few players
that account for around 75% of the market share. This is
complemented by a fluid, highly fragmented second tier.
KenolKobil and Total dominate this segment, followed by
Vivo Energy (formerly Kenya Shell). Local petroleum
product sales volumes have increased at a compounded
growth rate of 6% over the 5-year period to 2012,
registering at moderately higher 4.6 million m .
Looking ahead, BP (which exited the market in 2007)
intends to re-introduce its branded lubricants, increasing
competition for the dominant players. This follows a year
of general underperformance in the industry, which saw
large players fail to return a profit. Total Kenya reported a
second consecutive net loss of KShs202m in F12, from
KShs71m previously, while Vivo Energy has reportedly
laid off staff due to operating challenges. A comparison of
KenolKobil and Total Kenya, the 2 major listed oil
marketers, is shown below. While KenolKobil previously
outperformed Total Kenya, both entities evidenced
operational strain in F12. It is however, noted that the
latter evidenced a 15% uptick in sales volumes, despite the
difficult climate Total Kenya’s gearing metrics also
improved notably, on the back of additional capital.
Comparatives
(KShs'bn)

F10

KenolKobil
F11

F12

F10

Revenue
Gross profit
Operating profit
NPAT
( )
Op. cash flow
( )
( )
Equity
Total assets
Net debt*
Revenue ∆ (%)
(
)
Gross margin (%)
Op. margin (%)
( )
Interest cover (x)
neg
Net gearing (%)
*Total Kenya’s figure may include other liabilities for F
redeemable pref. shares.

Total Kenya
F11

(
(

F12

)
)

(

)

Equity is inclusive of

Financial performance
A 5-year financial synopsis is appended to this report,
whilst brief comment follows. PWC issued an unqualified
audit opinion on the F12 financial results.
Financial performance
KShs’m
Revenue
Gross profit
EBITDA
Operating profit
Finance charges
Exchange gains/losses
NPBT
Revenue growth (%)
Gross margin (%)
Operating margin (%)
Net interest cover (x)

F11
Actual

F12
Actual

%∆

Budget
(
(

(
(

)
)

(

)

(
(

)
)

(

)

( )
neg

)
)
n.a
n.a

(

)
-

n.a
-

Price volatility, interspersed with organic and acquisitive
growth, has seen top line performance fluctuate markedly
over the review period. The Kobil acquisition saw group
revenues more than double in the 15-month period to
December F08. This, was, however, followed by a sharp
decline in oil prices, which drove a 10% contraction in
turnover in F09 and led to subdued performance in F10.
Depreciation of the local currency in F11 drove a sharp
rise in oil prices in Shilling terms, and coupled with robust
volumes, underpinned a 119% rise in revenue to a high of
KShs222.3bn. Reduced sales by the Africa trading desk in
the second half, coupled with lower aviation demand, saw

sales volumes decline by 21% in F12. In the face of
waning prices, this underpinned a 13% decline in revenue
to KShs192.5bn (28% behind the original target), despite
stronger sales volumes from subsidiaries.
KShs'bn
250

Business risk measure
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F07
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Sales (RS)

F09

Gross margin

F10

F11

Op. margin

F12

Net margin

The gross margin came under considerable pressure when
regulators reduced the pump price of petroleum products.
In addition, the strengthening Shilling drove further
margin compression for the Export, Trading, Power and
Aviation business lines. The high levels of refined and
crude oil inventories carried at high cost, also served to
inflate the cost of sales, particularly in the first quarter. As
such, the gross margin shed more than 3 percentage points
to register at a low 2.2% in F12 (budget: 4.4%), compared
to a review period high of 7.5%. Management has adopted
various cost containment initiatives, including the
rationalisation of operations to eliminate redundancies.
However, administrative overheads were inflated by a
change in the revaluation and measurement of inventory,
which resulted in a KShs1.4bn charge in F12. In view of
the thin gross margins, the group was unable to recoup its
costs, and registered the initial operating loss over the 5year period of KShs2.1bn.
The most material impact on profitability derived from
foreign exchange volatility. Losses usually arise when the
Shilling depreciates against the US$, adversely impacting
unhedged oil purchases, or when the group hedges a
purchase by buying foreign currency forward and the
Shilling then appreciates against the US$. Hedges taken
out towards the end of F11, and rolled-over forward
contracts drove a KShs4.6bn loss in F12. Operations
evidence considerable sensitivity to foreign exchange
movements due to the high import component, and
registered cumulative losses of KShs5.8bn since F11.
According to management, KenolKobil currently only
hedges specific transactions to mitigate this risk, which at
1Q F13 equated to 25% of its full exposure. Despite the
decline in debt, the net finance charge more than doubled
for the second consecutive year to reach a high of
KShs2.3bn in F12. This has been driven by the sharp
increase in interest rates, which saw lending rates rise to
average around 20% p.a. from December 2011 to August
Specifically, KenolKobil’s effective rate rose to
20.9% in F12, from 13.8% previously. Note is also taken
of the lower interest income derived from reduced cash
during F12. Overall, and notwithstanding a KShs2.7bn
taxation credit, the group reported a net loss of
KShs6.3bn, against a target of KShs4.3bn.
Following record cash generation in F11, cash flows were
notably constricted in F12, which saw operations utilise
KShs5.7bn. Positively, a KShs11.7bn working capital
release arose from a KShs15.1bn reduction of inventories,
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as the group offloaded its expensive stock of crude and
refined product. This was partly offset by payments to
creditors of KShs3.1bn and a moderate increase in
receivables. Working capital requirements are sizeable,
and fluctuate depending on the group’s OTS participation
The positions change fairly quickly, and spikes in monthly
requirements usually occur when the group has won OTS
tenders. These are funded by short term facilities that
unwind as inventories and debtors are released.
KenolKobil uses letters of credit to facilitate credit terms
on its imports. The group usually borrows to fund 35 days
credit under the OTS, for both crude and refined products.
Debt levels have become much higher since F08, due to
the group’s larger scale since the Kobil acquisition, as
well as price and exchange rate volatility.
KShs'm
18
15
12
9
6
3
0
(3)
(6)
(9)
(12)
(15)

Working capital movements
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F05
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Debtors

F07
F08
Inventory

F09

F10
Other

F11

F12
WC∆

Following a combined interest and taxation outlay of
KShs3.1bn, operations reverted to a positive cash flow of
KShs3bn in F12. This followed 2 successive absorptions,
driven by the group’s active participation on the OTS
According to KenolKobil, management of inventories and
credit control has improved notably, as evidenced by the
containment of the average debtors collection period to 20
days, and higher inventory turnover. Nonetheless, an
uptick in demand, especially in the Export and Trading
segment is likely to drive absorptions going forward.
Between 40%-45% of net income has been paid out as
dividends over the review period. Despite the losses
registered, a KShs596m distribution was paid out in F12,
drawing from reserves. Having doubled to KShs1.2bn in
F11, capex decreased by 29% to KShs859m, falling
behind a budget of KShs1.1bn. This largely related to the
expansion of the local network, as well as development of
storage and other infrastructure by regional subsidiaries.
The group has spent a cumulative KShs2.1bn on capex in
the past 2 years. A return to consistent profitability should
see capex increase as KenolKobil augments its position in
the region. Overall, the group reported a decrease in net
debt of KShs1.2bn in F12 (F11: KShs4bn), contrasting a
cumulative KShs15.1bn increase in the prior 2 years.
Funding and liquidity profile

Non-cash current assets comprised a lower 70% of the
asset base at FYE12, from 82% previously. This was
largely driven by the large release of inventories, which
consequently saw stocks decline to comprise 28% of
assets (FYE11: 53%), a review period low. Cognisance is
nonetheless taken of the elevated stock levels (partly
attributable to high Shilling values) at the prior year end,
which serve to distort the comparison somewhat.
Notwithstanding the reduced capex outlay, fixed assets
accounted for a higher 13% of the constricted asset base

(FYE11: 8%), and registered a moderate increase in value
of 13% to KShs4.3bn.
Funding profile (KShs'm)

F10

F11

Cash
Short term debt
Long term debt
Total debt
Equity
Net debt: EBITDA (%)
Net debt: equity (%)
Cash: ST debt (x)
Net interest cover (x)
NWC: ST debt (x)°
*Based on reviewed forecasts.
°Debtors plus inventories, less trade payables.

F12

Forecast
F12*

Outlook

neg

neg

Over the review period, the funding profile has shifted
towards debt, which at FYE12 constituted 53% of the
group’s financing compared to a low % at FYE This
has been driven by KenolKobil’s active participation in
OTS activities, as well as regional oil procurement and
distribution. Accordingly, debt peaked at KShs18.9bn at
FYE11, over 4x above the 5-year low reported at FYE09.
Debt had been reduced to KShs16.6bn by FYE12, a factor
attributed to improved management of working capital.
Following a period of strong equity formation, the large
losses reported in F12 significantly eroded the capital
base. As such, equity declined by 48% to a new low of
KShs5.6bn. Gearing measures, which had previously risen
well above FYE09 lows due to liquidity pressures,
deteriorated markedly as a result. Accordingly, net gearing
was reported at a high of 259%, against a forecast of
195%, while earnings based gearing metrics were negative
for the first time over the review period. Net interest
coverage was also negative, contrasting the robust F11
position of 6.6x. Cash flow coverage of debt was positive,
although it remains to be seen whether this can be
sustained during periods of robust demand.
%
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Debt has traditionally been largely short term in nature,
comprising a high 96% of the total at FYE12 (FYE11:
%) The group’s reduced cash reserves covered short
term obligations 0.1x (FYE11: 0.2x), while coverage by
debtors and inventory fell to 1.4x, from 2.1x previously.
In view of the reduced inventories held at FYE12, US$
bank borrowings accounted for a lower 44% of total debt
(FYE11: 61%). Kenyan Shilling denominated notes and
overdrafts comprised a further 34% (FYE11: 20%), whilst
commercial paper (90 day maturities) constituted 10%
(FYE11: 6%). The balance was largely comprised of debt
in currencies that the group’s subsidiaries trade in
(predominantly the Tanzanian Shilling), with a nominal
amount related to finance leases.
Bank borrowings were secured by fixed assets valued at
around KShs3bn. KenolKobil has a consortium of banking
counterparties, which include Stanbic, BNP Paribus, KCB,
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BoA, CBA and NIC. These provide trade financing
facilities of up to US$360m. The group also had
US$482m in letter of credit facilities (F11: US$581m), of
which US$316m remained unutilised at year end. In order
to fund capex, KenolKobil raised US$17m in medium
term debt in F11, with maturities capped at 2 years.
Although 1Q F13 revenues were subdued, the group
evidenced some improvement in margins, and reported
nominal foreign exchange losses. Management is currently
focused on cost rationalisation, and managed to reduce
monthly running costs by 35% in the first quarter. Going
forward, KenolKobil is targeting higher margin business
lines in order to ensure stable profitability. As a part of its
enhanced working capital management policy,
management is also actively reducing fuel inventories, and
is planning to pay down as much debt as possible to
alleviate funding pressure and finance costs. In this regard,
the group also recently put up some of its underperforming assets for sale. In addition, capex will be
reined in over the short term to conserve capital. Together
with competitive pricing across its product lines and more
conservative hedging policies, management anticipates
that these changes will drive stronger medium term
performance.
Full year targets anticipate relatively conservative volume
growth and a return to profitability, supported by strict
cost containment and improved procurement policies.
Margins are, however, not likely to rebound to pre-F12
levels in the short term, given that oil prices remain
subdued. Capex spend is expected to be moderate, with
capital commitments at FYE12 registering at a low
KShs237m and the total for the year not expected to
exceed KShs500m. Looking ahead, borrowings will
continue to be driven by operational activity. In this
regard, capital support deriving from a strategic investor
would enable KenolKobil to further expand its geographic
footprint, without unduly exacerbating funding pressure.

KenolKobil Limited
Year ended : December
Income Statement
Net Turnover
Gross profit
EBITDA
Depreciation
Operating income
Net finance income (charge)
Net foreign exchange transaction gains/(losses)
Amortisation
Abnormal/Exceptional items
NPBT
Taxation charge
NPAT
Attributable earnings
Extraordinary items

(Kenyan Shillings in Millions except as Noted)
°

Cash Flow Statement
Cash generated by operations
Utilised to increase working capital
Net finance charges
Taxation paid
Cash flow from operations
Maintenance capex*
Discretionary cash flow from operations
Dividends paid
Retained cash flow
Net expansionary capex
Investments and other
Proceeds on sale of assets/investments
Shares issued
Cash movement: (increase)/decrease
Borrowings: increase/(decrease)
Net increase/(decrease) in debt
Balance Sheet
Ordinary shareholders interest
Outside shareholders interest
Pref shares and conv debentures
Total shareholders' interest
Short term debt
Long term debt
Total interest-bearing debt
Interest-free liabilities
Total liabilities
Fixed assets
Investments and other
Cash and cash equivalent
Other current assets
Total assets
Ratios
Cash flow:
Operating cash flow : total debt (%)
Discretionary cash flow : net debt (%)
Profitability:
Turnover growth (%)
Gross profit margin (%)
EBIDTA : revenues (%)
Operating profit margin (%)
EBIDTA : average total assets (%)
Return on equity (%)
Coverage:
Operating income : gross interest (x)
Operating income : net interest (x)
Activity and liquidity:
Trading assets turnover (x)
Days receivable outstanding (days)
Current ratio (:1)
Capitalisation:
Net debt : equity (%)
Total debt : equity (%)
Total debt : EBITDA (%)
Net debt : EBITDA (%)
* Depreciation used as a proxy.
° Post Kobil acquisition, 15 months to 31 December. For periods prior to 2008 KenolKobil's year end was 30 September.
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neg
neg

neg
neg

neg
neg
neg
neg

neg
neg

SALIENT POINTS OF ACCORDED RATINGS
GCR affirms that a.) no part of the rating was influenced by any other business activities of the credit rating agency; b.) the rating was based solely
on the merits of the rated entity, security or financial instrument being rated; c.) such rating was an independent evaluation of the risks and merits
of the rated entity, security or financial instrument; and d.) the validity of the rating is for a maximum of 12 months, or earlier as indicated by the
applicable credit rating document.
KenolKobil Limited participated in the rating process via face-to-face management meetings, teleconferences and other written correspondence.
Furthermore, the quality of information received was considered adequate and has been independently verified where possible.
The credit rating/s has been disclosed to KenolKobil Limited with no contestation of the rating.
The information received from KenolKobil Limited and other reliable third parties to accord the credit rating included the latest audited annual
financial statements (plus four years of comparative numbers), full year detailed budgeted financial statements, most recent year to date
management accounts, corporate governance and enterprise risk framework, capital management policy, industry comparative data, regulatory
framework and a breakdown of facilities available (including related counterparties). In addition, information specific to the rated entity and/or
industry was also received.

ALL GCR CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS, TERMS OF USE OF SUCH RATINGS AND DISCLAIMERS.
PLEASE READ THESE LIMITATIONS, TERMS OF USE AND DISCLAIMERS BY FOLLOWING THIS LINK:
HTTP://GLOBALRATINGS.NET/UNDERSTANDINGRATINGS. IN ADDITION, RATING SCALES AND DEFINITIONS ARE AVAILABLE
ON GCR’S PUBLIC WEB SITE AT HTTP://GLOBALRATINGS.NET/RATINGSINFORMATION. PUBLISHED RATINGS, CRITERIA,
AND METHODOLOGIES ARE AVAILABLE FROM THIS SITE AT ALL TIMES. GCR'S CODE OF CONDUCT, CONFIDENTIALITY,
CONFLICTS OF INTEREST, COMPLIANCE, AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM
THE UNDERSTANDING RATINGS SECTION OF THIS SITE.
CREDIT RATINGS ISSUED AND RESEARCH PUBLICATIONS PUBLISHED BY GCR ARE GCR’S OPINIONS AS AT THE DATE OF
ISSUE OR PUBLICATION THEREOF, OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT
OR DEBT-LIKE SECURITIES. GCR DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS CONTRACTUAL
AND/OR FINANCIAL OBLIGATIONS AS THEY BECOME DUE. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK,
INCLUDING BUT NOT LIMITED TO: FRAUD, MARKET LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT
RATINGS AND GCR’S OPINIONS INCLUDED IN GCR’S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL
FACT CREDIT RATINGS AND GCR’S PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE
AND CREDIT RATINGS AND GCR’S PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE,
SELL OR HOLD PARTICULAR SECURITIES NEITHER GCR’S CREDIT RATINGS NOR ITS PUBLICATIONS COMMENT ON THE
SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. GCR ISSUES ITS CREDIT RATINGS AND PUBLISHES
GCR’S PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY
AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING OR SALE.
Copyright © 2013 Global Credit Rating Co (Pty) Ltd. THE INFORMATION CONTAINED HEREIN MAY NOT BE COPIED OR
OTHERWISE REPRODUCED OR DISCLOSED , IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS
WHATSOEVER BY ANY PERSON WITHOUT GCR’S PRIOR WRITTEN CONSENT The ratings were solicited by or on behalf of
the issuer of the instrument in respect of which the rating is issued, and GCR has been compensated for the provision of
the ratings. Information sources used to prepare the ratings are set out in each credit rating report and/or rating
notification and include the following: parties involved in the ratings and public information. All information used to
prepare the ratings is obtained by GCR from sources reasonably believed by it to be accurate and reliable. Although GCR
will at all times use its best efforts and practices to ensure that the information it relies on is accurate at the time, GCR
does not provide any warranty in respect of, nor is it otherwise responsible for, the accurateness of such information.
GCR adopts all reasonable measures to ensure that the information it uses in assigning a credit rating is of sufficient
quality and that such information is obtained from sources that GCR, acting reasonably, considers to be reliable,
including, when appropriate, independent third-party sources. However, GCR cannot in every instance independently
verify or validate information received in the rating process. Under no circumstances shall GCR have any liability to any
person or entity for (a) any loss or damage suffered by such person or entity caused by, resulting from, or relating to, any
error made by GCR, whether negligently (including gross negligence) or otherwise, or other circumstance or contingency
outside the control of GCR or any of its directors, officers, employees or agents in connection with the procurement,
collection, compilation, analysis, interpretation, communication, publication or delivery of any such information, or (b)
any direct, indirect, special, consequential, compensatory or incidental damages whatsoever (including without limitation,
lost profits) suffered by such person or entity, as a result of the use of or inability to use any such information. The
ratings, financial reporting analysis, projections, and other observations, if any, constituting part of the information
contained herein are, and must be construed solely as, statements of opinion and not statements of fact or
recommendations to purchase, sell or hold any securities. Each user of the information contained herein must make its
own study and evaluation of each security it may consider purchasing, holding or selling. NO WARRANTY, EXPRESS OR
IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR
PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY GCR IN ANY FORM OR
MANNER WHATSOEVER.
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