Foio el (¢ (alpleng
K

fob 026

o PARLIAMENT OF KENYA
s Rt. Hon. Speaker

You may approve for tablin,
J. M. Nyegenye, CBS.
Clerk 01{ tg sezate/ secretary, PS

i ST R LTI LLLELLL
Dﬂt‘:’.!u::lx fraght e

13™ PARLIAMENT | 4™ SENATE | FIFTH SESSION

STANDING COMMITTEE ON ENERGY

REPORT OF THE STANDING COMMITTEE ON ENERGY ON ALLEGED
IRREGULARITIES IN THE PETROLEUM PRODUCTS SUPPLY CHAIN

Clerk’s Chamber
The Senate

Parliament Buildings
NAIROBI

JUNE, 2026




., - . A ¥ 3
N twdengd wolf 45
il plyy T -

ox R it o egemenns syt e i

LY pemamenit 140

bl Th dpal

R L IR R Tl 11 1 T L
B

VT e




TABLE OF CONTENTS

TABLE OF CONTENTS

LIST OF FIGURES

LIST OF ABBREVIATIONS AND ACRONYMS
LIST OF ANNEXURES

CHAIRPERSON’S FOREWORD

ADOPTION OF THE REPORT OF THE STANDING COMMITTEE ON
ENERGY ON NATIONAL FUEL RESERVES, PRODUCT QUALITY AND
SUPPLY RESILIENCE

CHAPTER ONE
INTRODUCTION
1.0 Introduction
a) Functions of the Committee
b) Government Agencies and Departments
¢) Membership of the Committee
1.1. Background
1.1.2 Chronology of Events
1.2 Methodology
CHAPTER TWO
CONSTITUTIONAL, LEGAL AND REGULATORY CONSIDERATIONS
2.1 Energy Act, Cap 314
2.2 The Standards Act, Cap.496
2.3 The Petroleum Act, Cap. 308
2.4 The Petroleum (Importation) Regulations, 2023
CHAPTER THREE
FISCAL ANALYSIS
3.1 Overview of Fuel Taxes and Levies in Kenya FY 2025/26
3.2 Fiscal Operations for FY 2026/27
3.4 Contribution of Fuel Taxes to the Resource Envelope in FY 2026/27
3.5 Analysis of Fuel Pricing and Impact of Taxes and Levies Review
Source: EPRA Data
Figure 9: Diesel Prices Dec 25/Jan 2026-May/June 2026
3.6 Fuel Subsidies Analysis
3.6 Fiscal Impact of Fuel Taxes and Levies Review
3.7 Comparative Analysis of Fuel Pricing: Kenya, Uganda, and Tanzania
3.7.1 Kenya
3.7.2 Tanzania
3.7.3 Uganda
CHAPTER FOUR

= | S S

10
10
10
10
1]
11
12
14
17
17
17
17
17
18
18
20
20
20
22
23
25
26
26
27
28
28
29
29
29
30



COMMITTEE PROCEEDINGS
4.1 The Ministry of Energy and Petroleum
4.2 The Ministry of Investments, Trade and Industry (MITI)
4.3 The Kenya Pipeline Company
4.4 The Kenya Ports Authority
4.5 The Kenya Revenue Authority
4.6 Oryx Energies
4.7 One Petroleum Limited
CHAPTER FIVE
COMMITTEE OBSERVATIONS AND RECOMMENDATIONS
A. Committee Observations
B. Committee Recommendations

30
30
32
33
34
36
37
38
44
44
44
50



LIST OF FIGURES

Figure 1

Figure 2

Figure 3

Figure 4

Figure 5§

Figure 6

Figure 7

Figure 8

Figure 9

Figure 10

Figure 11

Figure 12

Total Fuel Taxes and Levies Collected — July 2025 to April
2026

Total Fuel Taxes Collected (VAT and Excise Duty) — July 2025
to April 2026

Total Fuel Levies Collected (VAT and Excise Duty) — July
2025 to April 2026

FY 2026/27 Proposed Expenditure Summary
FY 2026/27 Deficit Financing
FY 2026/27 Resource Envelope

Projected Fuel Taxes Contribution to VAT and Excise Duty for
FY 2026/27

Super Petrol Prices Dec 25/Jan 2026 — May/June 2026
Diesel Prices Dec 25/Jan 2026 — May/June 2026

Kerosene Prices Dec 25/Jan 2026 — May/June 2026

Super Petrol Breakdown (Per Litre)

Diesel Breakdown & Subsidies (Per Litre)



LIST OF ABBREVIATIONS AND ACRONYMS

AGO

BP

E3

EPRA

FOB

G-to-G

iCMS

KEBS

KOSF

KOTII

KPA

KPC

KS EAS

MITI

MOEP

MSP

Automotive Gas Oil

British Petroleum

E3 Energies

Energy and Petroleum Regulatory Authority

Free on Board

Government-to-Government

Integrated Customs Management System

Kenya Bureau of Standards

Kipevu Oil Storage Facility

Kipevu Oil Terminal II

Kenya Ports Authority

Kenya Pipeline Company

Kenya Revenue Authority

Kenya Standard East African Standard

Ministry of Investments, Trade and Industry

Ministry of Energy and Petroleum

Motor Spirit Premium



MT Motor Tanker

MTBE Methyl Tertiary Butyl Ether
OMCs Oil Marketing Companies
OTS Open Tender System

PMS Premium Motor Spirit

PPM Parts per Million

VAC Vessel Alignment Committee
VAT Value Added Tax



LIST OF ANNEXURES
1. Annex I: Schedule of Committee sittings

2 Annex 2: Minutes of the Committee Sittings
3 Annex 3: Submissions by Ministry of Energy and Petroleum
4

 Annex 4: Submissions by Ministry of Trade, Investments and Industry

wn

Annex 5: Submissions by Kenya Pipeline Company
Annex 6: Submissions by Kenya Ports Authority
Annex 7: Submissions by Oryx Energies

Annex 8: Submissions by SUPPLY COR

e o = N

Annex 9: Submissions by One Petroleum Ltd.

10. Annex 10: Submissions by Kenya Revenue Authority.



CHAIRPERSON’S FOREWORD

The petroleum sector remains a strategic pillar of Kenya's economy, underpinning
transportation, manufacturing, agriculture, electricity generation, and the daily
livelihoods of millions of citizens. Consequently, any disruption to the supply, quality,
affordability, or governance of petroleum products has far-reaching implications for
national economic stability, public welfare, and energy security.

In a press statement dated Saturday, 4™ April 2026, the Chief of Staff and Head of
Public Service announced the commencement of an inquiry into alleged irregularities
in the petroleum products supply chain. The statement was accompanied by the
resignation of the Principal Secretary for Petroleum, the Managing Director of the
Kenya Pipeline Company (KPC), and the Director-General of the Energy and
Petroleum Regulatory Authority (EPRA), as well as the initiation of disciplinary
processes against other senior officers. These actions followed allegations relating to
the procurement of an emergency fuel cargo reportedly outside the established
Government-to-Government (G2G) framework, concerns regarding fuel quality,
questions surrounding compliance with emergency procurement procedures, and
claims of elevated procurement costs.

A. Committee Proceedings

Arising from these developments, the Standing Committee on Energy, at its sitting held
on 8" April 2026, resolved to undertake an inquiry into the matter. The Committee
sought to establish the circumstances surrounding the emergency fuel procurement,
examine concerns relating to petroleum stock data, importation arrangements, fuel
quality and conformity, regulatory waivers, pricing, national fuel stocks, and the Fuel
Stabilization Fund, and assess the adequacy of the governance, oversight, and
coordination mechanisms underpinning Kenya's petroleum products supply chain.

Further, cognizant of the ongoing investigations being undertaken by the Directorate of
Criminal Investigations (DCI) and the Ethics and Anti-Corruption Commission
(EACC), and in order to preserve the integrity of those processes and avoid duplication,
the Committee resolved to defer consideration of matters relating to individual
culpability, disciplinary action, or possible criminal conduct. This included issues
arising from the resignations and disciplinary processes involving key officials,
including the Principal Secretary for Energy and Petroleum, the Managing Director of

Accordingly, at sittings held on diverse dates, the Committee received oral and written
submissions from key institutions involved in the petroleum supply chain, including the
Ministry of Energy and Petroleum (MOEP), the Ministry of Investments, Trade and
Industry (MITI), the Kenya Revenue Authority (KRA) , the Kenya Ports Authority
(KPA), the Kenya Pipeline Company (KPC), Oryx Energies Limited, SUPPLYCOR,
and One Petroleum Limited. The Committee also undertook a comprehensive review
of applicable laws, regulations, policies, operational procedures, and market conditions
affecting the sector.



The aforementioned Committee proceedings were aimed at establishing the integrity of
Kenya’s petroleum products supply chain, and assessing the nation’s supply resilience,
products supply, reserves and storage capacity.

B. Committee Observations

The Committee's inquiry was undertaken against the backdrop of an unprecedented
petroleum supply disruption arising from geopolitical developments in the Middle East,
including disruptions affecting maritime traffic through the Strait of Hormuz. While the
Committee found that Government agencies acted in response to a perceived imminent
fuel supply risk and succeeded in maintaining adequate national fuel stocks, the inquiry
exposed significant structural, regulatory and governance weaknesses within Kenya's
petroleum supply chain.

The Committee observed that the emergency procurement process was conducted
outside the established Government-to-Government (G-to-G) framework and in the
absence of a clearly defined statutory framework governing emergency petroleum
procurement. Although undertaken in response to exceptional circumstances, the
process raised concerns regarding procedure, due process, competition, transparency,
documentation, accountability and institutional coordination. The inquiry further
revealed fragmented mandates among key agencies, weaknesses in data integration and
information sharing, and inadequate mechanisms for real-time monitoring of petroleum
stocks and supply chain risks.

With regard to fuel quality, the Committee observed that the waiver granted under
Section 9(3) of the Standards Act was issued within the context of a documented
national supply emergency and was accompanied by specific conditions intended to
safeguard fuel quality and public interest. The Committee nevertheless noted the need
for clearer protocols governing the invocation, implementation and oversight of
regulatory ~waivers during emergencies, together with enhanced inter-agency
accountability in the management of fuel quality incidents.

The inquiry also underscored the country's vulnerability to external supply shocks and
highlighted the inadequacy of existing strategic petroleum reserve capacity. While the
Government successfully maintained short-term supply stability, the Committee found
that current storage infrastructure and prevailing stockholding requirements are
insufficient to provide long-term resilience against prolonged geopolitical disruptions
or global market volatility.

The Committee further observed that ongoing plans for the establishment of the
Dangote Refinery in Mombasa present a strategic opportunity for Kenya to expand its
petroleum storage capacity, strengthen strategic petroleum reserves and enhance
regional supply security. The Committee noted that, if appropriately integrated into
national energy planning frameworks, such investments could significantly contribute
to the attainment of strategic reserve targets, improve supply chain resilience and

strengthen Kenya's position as a regional petroleum and energy hub.



Additionally, the Committee observed that the Ministry of Energy and Petroleum did
not have in place a clear and coordinated public communication strategy during the
crisis. This communication gap contributed to uncertainty, speculation and
misinformation regarding national fuel stocks, fuel quality and Government
interventions, thereby undermining public confidence and trust in the management of
the crisis. The Committee noted that timely, transparent and consistent communication
is a critical component of energy security and crisis management.

C. Committee Recommendations

In light of the above, the Committee recommends a comprehensive reform agenda
centred on the establishment of a Statutory emergency petroleum procurement
framework; deployment of an integrated real-time petroleum stock monitoring system;
strengthened inter-agency coordination and reporting mechanisms; enhanced
transparency and accountability within the petroleum supply chain; development of
clear regulatory guidelines for emergency waivers; expansion of strategic petroleum
reserve infrastructure anchored on the National Oil Corporation of Kenya (NOCK);
institutionalisation of a clear energy security communication strategy; and, review of
minimum stockholding obligations for Oil Marketing Companies. The Committee has
further emphasised the importance of preserving due process, safeguarding market
confidence and ensuring that future emergency interventions are supported by clear
contractual, legal and institutional safeguards.

The Committee further recommends that, where feasible, the Ministry of Energy and
Petroleum assess and leverage the planned Dangote Refinery in Mombasa as part of the
country's broader energy security strategy, with a view to expanding national petroleum
storage capacity, strengthening strategic petroleum reserves, enhancing regional supply
security and improving Kenya's resilience to future supply disruptions arising from
geopolitical shocks, global market volatility and other external risks.

The findings and recommendations contained in this Report are intended to strengthen
public confidence in the sector, enhance accountability among sector institutions,
safeguard national energy security, and support the development of a more resilient,
transparent, and responsive petroleum supply system capable of meeting the country's
present and future energy needs.
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It is now my pleasant duty and privilege, on behalf of the Standing Committee on
Energy Committee, pursuant to Standing Order 56(2)(b), to present a report on the
inquiry on the alleged irregularities in the petroleum products supply chain.

Signed. ... 2 A Date:..... f".‘...l..(%..‘.f’?@

.........

SEN. (DR.) OBURU OGINGA, MGH, MP,
CHAIRPERSON, STANDING COMMITTEE ON ENERGY
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CHAPTER ONE

INTRODUCTION

1.0 Introduction

1. The Standing Committee on Energy is established under standing order 228 (3)
of the Senate Standing Orders and is mandated to consider all matters related to
fossil fuels exploration, development, production, maintenance and regulation of
energy.

a) Functions of the Committee
2. Pursuant to Standing Order 228(4), the Committee is mandated to —

1Y)

2)

3)

4)

3)

6)

7)

8)

9)

Investigate, inquire into, and report on all matters relating to the mandate,
management, activities, administration and operations of its assigned
ministries and departments;

Study the program and policy objectives of its assigned ministries and
departments, and the effectiveness of the implementation thereof:

Study and review all legislation referred to it;

Study, assess and analyze the success of the ministries and departments
assigned to it as measured by the results obtained as compared with their
stated objectives;

Consider the Budget Policy Statement in line with Committee’s mandate;

Report on all appointments where the Constitution or any law requires the
Senate to approve;

Make reports and recommendations to the Senate as often as possible,
including recommendations of proposed legislation;

Consider reports of Commissions and Independent Offices submitted to
the Senate pursuant to the provisions of Article 254 of the Constitution;

Examine any statements raised by Senators on a matter within its
mandate;

10)Follow up and report on the status of implementation of resolution within

their mandate; and

I1)Follow up and report on the status of commitments made by Cabinet

Secretaries in their responses to questions understanding order 51(c).

b) Government Agencies and Departments

3. In exercising its mandate, the Committee oversees the County Governments, the
Ministry of Energy and the following Semi-Autonomous Government Agencies
(SAGAs)-

1

Energy and Petroleum Regulatory Authority (EPRA)
12




2) Kenya Power & Lighting Company Limited (KPLC)

3) Kenya Electricity Generating Company Limited (KENGEN)

4) Kenya Electricity Transmission Company Limited (KETRACO)
5) Rural Electrification and Renewable Energy Company (REREC)
6) Nuclear Power and Energy Agency (NUPEA)

7) Geothermal Development Company (GDC)

8) Kenya Pipeline Company (KPC)

9) Kenya Pipeline Refineries Limited (KPRL)

¢) Membership of the Committee
4. The Committee is comprised of the following Members -

1) Sen. (Dr.) Oburu Oginga, MGH, MP - Chairperson
2) Sen. William Kisang’ Kipkemoi,CBS, MP - Vice-Chairperson
3) Sen. (Dr.) Boni Khalwale, CBS, MP
4) Sen. Ledama Olekina, CBS, MP
5) Sen. James Lomenen Ekomwa, CBS, MP
6) Sen. Danson Buya Mungatana, MGH, MP
7) Sen. Edwine Watenya Sifuna, CBS, MP
8) Sen. Veronica Maina, CBS, MP
9) Sen. Beatrice Ogolla, MP
5. The Committee secretariat is composed of the following -
1) Ms. Mary Chesire, OGW, - Director, DSEC
2) Mr. Boniface Lenairoshi - Deputy Director, DSEC
3) Dr. Christine Sagini - Senior Clerk Assistant
4) Ms. Mary Waqo - Clerk Assistant IIT
5) Mr. Jeremy Chabari - Senior Legal Counsel
6) Dr. Evans Kiganda — Principal Fiscal Analyst
7) Ms. Nancy Mulei - Research Officer III
8) Mr. Washington Otiato - Media Relations Officer I
9) Ms. Judith Aoka - Audio Officer

13



1.1;
6. In a press statement dated Saturday, 4" April 2026, the Chief of Staff and Head

Background

of Public Service announced the commencement of an inquiry into alleged
irregularities in the petroleum products supply chain. The statement further
communicated the following actions -

1) The resignation of Mr. Mohamed Liban, Principal Secretary, State
Department of Petroleum:

2) The resignation of Mr. Joe Sang, then Managing Director of KPC;
3) The resignation of Mr. Daniel Kiptoo Bargoria, then DG, EPRA: and

4) Initiation of administrative action and disciplinary processes against Mr.
Joseph Wafula, Deputy Director of Petroleum and Mr. Joel Mburu,
Supply and Logistics Manager, KPC

. The actions followed allegations concerning the purported irregular

procurement of an emergency fuel cargo by the Ministry of Energy and
Petroleum, which was reportedly of substandard quality, procured outside the
established Government-to-Government (G2G) framework, acquired at inflated
costs, and undertaken in alleged contravention of prescribed emergency
procurement procedures.

. Following these developments, at its sitting held on Wednesday, 8" April 2026,

the Standing Committee on Energy deliberated on the alleged irregularities in
the petroleum products supply chain and resolved to institute an inquiry into the
matter. The key issues of concern raised during the meeting included—

1) Allegations of manipulation of petroleum stock data by officials within
the Ministry of Energy and Petroleum, the Kenya Pipeline Company, and
the Energy and Petroleum Regulatory Authority, including the alleged
bypassing of the Government-to-Government (G2G) fuel importation
framework;

2) The need for clarity on the procurement and approval processes that led
to the alleged emergency fuel request and the award of cargoes associated
with One Petroleum Limited, including the consignment aboard MT
Paloma:

3) The need for clarification on reports that Verification of Conformity
(VoC) and related quality assurance requirements were waived for the
said cargo, including the legal basis, public interest Jjustification, and the
role of the Kenya Bureau of Standards (KEBS);

4) Clarification on the quality status of the MT Paloma cargo, and any other
petroleum consignments alleged to be substandard, including the tests
undertaken, results obtained, and enforcement actions taken;

5) Clarification on the pricing of the MT Paloma cargo, including any

14



premiums above prevailing G2G benchmark prices, and the implications
for pump prices and consumer protection;

6) Clarification on the current national petroleum stock position, including
the number of days of cover, and the factors contributing to reported
shortages in parts of the country, including vulnerabilities in distribution
and transit supply;

7) Clarification on the status, utilisation, and sustainability of the Fuel
Stabilization Fund, including allocations, disbursements, and its capacity
to cushion consumers in the current and subsequent financial years; and

8) Clarification on the adequacy of existing governance, oversight, and
coordination mechanisms among the Ministry, EPRA, the Kenya Pipeline
Company, and other sector agencies, including whether gaps in law and
practice may have contributed to the crisis.

9. To note, acknowledging the ongoing investigations by the Directorate of
Criminal Investigations (DCI) and the Ethics and Anti-Corruption Commission
(EACC), the Committee resolved to defer consideration of matters relating to
individual culpability, disciplinary action, or possible criminal conduct,
including issues arising from the resignations and disciplinary processes
involving key officials such as the Principal Secretary for Energy and Petroleum,
the Managing Director of the Kenya Pipeline Company (KPC), and the Director-
General of the Energy and Petroleum Regulatory Authority (EPRA), pending the
conclusion of the investigations and the submission of findings by the relevant
agencies.

10. Accordingly, on 9" April, 2026, draft correspondence was made inviting the
following witnesses to provide information and/or appear before the Committee

1) The Cabinet Secretary, Ministry of Energy and Petroleum;

2) The Cabinet Secretary, Ministry of Investments, Trade and Industry and
the Managing Director, KEBS;

3) The Acting Chief Executive Officer, Kenya Pipeline Company;
4) The Director-General, Kenya Ports Authority; and
5) Private sector players relevant to the disputed cargoes.

Further, the Committee undertook an inspection visit to Mombasa on
Wednesday, 15" April, 2026. during which the Ministry of Energy and
Petroleum, the Kenya Pipeline Company, and the Kenya Ports Authority were
tasked with verifying petroleum stock levels, incoming cargoes, and the status
of the MT Paloma vessel, including any related consignments.

15



112

11.

12.

13,

14.

15.

16.

Chronology of Events

According to media reports, the National Security Council Committee (NSCC)
convened on 9" March 2026, under the chairmanship of Head of Public Service
Mr. Felix Koskei, EGH. During the meeting, the Committee directed the
Principal Secretary for Petroleum, Mr. Mohamed Liban, to explore and
implement strategies for diversifying petroleum import sources beyond the
Government-to-Government (G-to-G) framework. The directive was in response
to concerns over potential fuel supply disruptions linked to escalating conflict
involving the United States of America, Israel, and Iran and which were
perceived to be a threat to global oil supply chains and Kenya’s energy security.

This directive followed concerns over potential fuel supply disruptions arising
from the escalating Middle East conflict involving the United States of America,
Israel, and Iran, which was perceived to pose a risk to global oil supply chains
and, by extension, Kenya’s energy security.

According to the Ministry of Energy and Petroleum (MOEP), at a Vessel
Alignment Committee (VAC) meeting held on 18" March 2026, it was noted
that a vessel designated for the delivery of Premium Motor Spirit, KG05/2026,
MT Elka Apollon, which had loaded cargo in Jebel Ali, was unable to transit the
Strait of Hormuz. The Committee observed that PMS stocks levels were low,
with the next vessel scheduled to deliver between 3% and 5™ April 2026:
consequently, immediate attention to stock replenishment was necessary (4nnex

3).

As per submissions made by One Petroleum Limited, on 18" March 2026, the
Ministry of Energy and Petroleum convened an industry meeting to review
petroleum stock positions, during which the need to shore up operational stock
reserves was deliberated.

On 19 March 2026, the Ministry invited four bidders, including Hass Petroleum,
E3 Energies, One Petroleum and Oryx Energies to submit proposals for
additional deliveries of Premium Motor Spirit to bolster stock reserves for Kenya
and the region amid the ongoing Middle East conflict. In the request, the
Ministry cited various Vessel Alignment Committee (VAC) meetings that were
held between 9" and 18" March, 2026 at the State Department for Petroleum.

The stipulated terms for the additional deliveries of the PMS were as follows -

1) Applicable terms - Open Tender System (OTS) Terms and Conditions
(2023) save for payment currency being USD for the entire cargo;

2) Quantity - 35kt - 85kt, with bidders being requested to indicate the
delivery vessel size in the bid and the split where applicable;

3) Delivery date range - 28.03 - 02.04. 2026 with a preference for delivery
on 28.03.2026;

4) Receiving terminal - KOT II
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5) Pricing month - as per the OTS

The shipper’s participation, local/transit was to be shared separately. As per the
email, the selected bidders were requested to submit a proposal in both electronic
and hard copy on the day, that is, 19 March 2026, on or before 1230 hrs.

17. According to submissions by the MOEP, following the evaluation of the
received bids by a multiagency technical team, a brief on the Supply Position
[Brief on Stock Position and Proposals for Delivery of Premium Motor Spirit
(PMS)] was prepared recommending that an offer by One Petroleum Limited
[60,000MT with delivery date range of 231 to 26 March 2026] be considered
as contingency PMS cargo to shore up stocks. This brief was subsequently
presented to the Principal Secretary, State Department for Petroleum for
consideration and approval.

18.0n Thursday, 26" March, 2026, Petroleum Principal Secretary Mr. Mohamed
Liban formally wrote to the Kenya Bureau of Standards (KEBS), citing ongoing
challenges affecting fuel supply. The communication requested regulatory
waivers for a consignment of Premium Motor Spirit (PMS) that had failed to
meet KS EAS 158:2025 requirements. Specifically, exemptions were sought on
limits on oxygenates, manganese, sulphur, and benzene.

19.0n Friday, 27" March, 2026, the motor tanker MT Paloma arrived at the Port
of Mombasa carrying approximately 68,000 metric tonnes of PMS loaded from
Fujairah, United Arab Emirates. As reported, the shipment was off-specification
and lacked the mandatory Pre-export Verification of Conformity (PVoC)
certification required under Kenyan import standards.

20. According to submissions made by the Ministry of Trade and Industry,
following the vessel’s arrival, a series of inter-agency actions were undertaken
to facilitate clearance of the cargo. As the consignment failed to meet Kenyan
fuel standards on oxygenates, manganese, sulphur, and benzene, its entry into
the domestic market required deviations from standard customs and quality
assurance procedures (Annex 4).

21.Consequently, KEBS issued regulatory waivers at the request of the Ministry of
Energy and Petroleum. These waivers effectively suspended mandatory
inspection and compliance requirements, allowing the PMS to proceed into the
national supply chain.

72. However, according to the MOEP, upon delivery and discharge of the
contingency cargo into the Kipevu Oil Storage Facility, it was noted that the
consignment was imported into the country outside the procedures set out under
the G-to-G contractual framework thus leading to its rejection and subsequent
recall.

23.0n Thursday, April 2, 2026, following whistle-blower allegations regarding a
KSh 4.8 billion scheme, the Directorate of Criminal Investigations (DCI)
launched coordinated operations targeting senior energy sector officials. Those
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arrested included Petroleum Principal Secretary Mr. Mohamed Liban, EPRA
Director General Daniel Kiptoo, KPC Managing Director Mr. Joe Sang, and Mr.
Joseph Wafula.

24.0n Friday, April 3, 2026, media reports confirmed the arrests and linked them
to investigations into fuel supply data manipulation.

25.0n Saturday, April 4, 2026, a statement by Head of Public Service Mr. Felix
Koskei,EGH confirmed the arrests and alleged that the officials had falsified
data for personal gain.

26.0n Monday, 6" April, 2026, further investigative reporting detailed the
structure and execution of the alleged scheme, including claims that the
Government-to-Government procurement framework had been bypassed in
favour of private arrangements. The DCI are then reported to have begun
preparing charges under the Anti-Corruption and Economic Crimes Act.

27.0n Tuesday, 7™ April, 2026, during interrogations, the suspects reportedly
claimed their actions were guided by recommendations from the National
Security Council Committee, citing efforts to avert a potential fuel supply crisis.
In response, Cabinet Secretary for Energy and Petroleum Hon. Opiyo Wandayi,
directed corrective measures, including requiring One Petroleum Ltd to
withdraw approximately 60,000 metric tonnes of PMS from the market to
prevent an anticipated pump price increase of up to KSh 14 per litre.

28. Subsequently, on April 14, 2026, the Ministry of Energy and Petroleum, vide a
letter, Ref: MOEP/SDP/CONF/4/12, guided the re-consignment of the PMS
consignment delivered by MT PALOMA to the transit market.

1.2 Methodology

29.Sittings held on diverse dates, the Committee received oral and written
submissions from key institutions involved in the petroleum supply chain,
including the Ministry of Energy and Petroleum (MOEP), the Ministry of
Investments, Trade and Industry (MITI), the Kenya Revenue Authority (KRA)
the Kenya Ports Authority (KPA), the Kenya Pipeline Company (KPC), Oryx
Energies Limited, SUPPLYCOR, and One Petroleum Limited. The Committee
also undertook a comprehensive review of applicable laws, regulations, policies,
operational procedures, and market conditions affecting the sector.

The aforementioned Committee proceedings were aimed at establishing the
integrity of Kenya’s petroleum products supply chain, and assessing the nation’s
supply resilience, products supply, reserves and storage capacity.

18



CHAPTER TWO

CONSTITUTIONAL, LEGAL AND REGULATORY CONSIDERATIONS

2.1 Energy Act, Cap 314
30. Under section 10, the Energy and Petroleum Regulatory Authority (hereinafter

31.

referred to as the Authority), regulates the importation, refining, exportation.
transportation, storage and sale of petroleum and petroleum products with the
exception of crude oil.

Standardisation

Under section 212 on standardisation, a person shall not use or employ for or in
connection with any of the purposes of producing, generating, transforming,
transmitting, distributing, supplying, or importing, exporting, transporting,
refining, storing, selling or using, any form of energy, any mode, material or
apparatus other than that which complies with the specification or standard of
the Kenya Bureau of Standards or where no such standard exists, any
international standard approved by the Kenya Bureau of Standards.

2.2 The Standards Act, Cap.496

32.Section 9 of the Act provides

(1) The Council may by notice in the Gazette—

(a) declare any specification or code of practice framed or prepared by the
Bureau to be a Kenya Standard;

(b) notify from time to time any amendment to, replacement of, or abolition of,
a Kenya Standard declared under paragraph

Exemption from the Kenya Standard

33. The relevant Cabinet Secretary, on the advice of the Kenya Bureau of Standards

after a resolution thereof to the effect that—(a) it is satisfied that it is temporarily
impossible or impractical for a person, industry or trade to comply with the order;
and (b) it is nevertheless desirable in the public interest that that person, industry
or trade should be permitted to manufacture or sell any commodity, method or
procedure referred to in the order, may, by notice in the Gazette, exempt that
person, industry or trade, either generally or for the purposes of a particular
transaction or particular transactions, from compliance with the order for such
period and subject to such conditions, to be specified in the notice as the Council
shall advise.

2.3 The Petroleum Act, Cap. 308

16. Under section 2, “open tendering system” means the mode of procurement of

petroleum products in Kenya whereby the lowest bidder on any given product is
allowed to import on behalf of all the other oil marketing companies.

19



17. Under section 101, the Cabinet Secretary may, on the recommendation of the
Energy and Petroleum Regulatory Authority, make regulations providing for
importation of petroleum through open tendering system and the manner in
which such system shall operate.

Standards for petroleum

18. Section 92 provides that person who offers for sale in Kenya or transports or
stores petroleum meant for use in Kenya shall ensure that the specifications of
such petroleum conforms to the relevant Kenya Standard, but where no such
standard exists, the relevant international standards approved by the Kenya
Bureau of Standards: Provided that no person shall divert to sell in Kenya, goods
destined for other markets.

Strategic stocks

19. Under section 2, “strategic stocks" means petroleum kept for purposes of
ensuring security of supply.

20. Section 96 provides that the Cabinet Secretary responsible for petroleum may
undertake in whole or in part, the provision of financing, procurement, storage,
maintenance and management of petroleum strategic stocks.

2.4 The Petroleum (Importation) Regulations, 2023

21. These Regulations do not apply to the procurement of petroleum products for
strategic stocks.

22. Part II of the Regulation provide for the Open Tendering System.
23. Under regulation 4—

(1) The importation of petroleum products under these Regulations shall be
through the open tendering system.

(2) The importation of petroleum products under these Regulations through
a Government to Government arrangement shall be deemed to have
occurred through the open tendering system.

(3) The importation of petroleum through the open tendering system or a
Government to Government arrangement shall be centrally coordinated
by the ministry responsible for petroleum.

Open tendering system agreement

24. Under Regulation 5, an oil marketing company shall sign and comply with the
terms and conditions of the open tendering system agreement.

25. The parties to an open tendering agreement may amend the terms and conditions
of the open tendering agreement provided the Authority approves the
amendments.
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Supply Coordination Committee

26. Under regulation 9, the parties to the open tendering system agreement shall, at
their own cost, establish a supply coordination committee.

27. The supply coordination committee shall liaise with the ministry responsible for
petroleum, the pipeline operator, operators of common user petroleum facilities
and other relevant government agencies for the efficient implementation of the
open tendering system agreement.

28. The parties to the open tendering system agreement shall develop operational
procedures to guide the day to day operations of the supply coordination
committee.

29. Under regulation 10, the functions of the supply coordination committee are

to—
(a) consolidate the volume requirements for petroleum products to be
imported through the open tendering system;

(b) communicate import tender calls and final results to the participants in
the open tendering system;

(c) witness the opening of bids at the opening sessions attended by
participants in the open tendering system and in the presence of a
representative of the Principal Secretary in charge of petroleum;

(d) consolidate and verify the accuracy of petroleum products import cost
build-ups for the purposes of pricing;

(¢) submit after verification of accuracy, the petroleum products import cost
build-ups to the Authority for the purpose of pricing; and

(f) assist the pipeline operator in batching petroleum products being
transported through the pipeline system.
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CHAPTER THREE

FISCAL ANALYSIS

3.1 Overview of Fuel Taxes and Levies in Kenya FY 2025/26

34.Fuel taxes and levies remained a major source of government revenue during the
first 10 months of the FY 2025/26 (July 2025 to April 2026), generating a
combined Kshs.278.6 billion, equivalent to an average of Kshs.27.9 billion per
month (Figure 1). Of this amount, fuel taxes (Value Added Tax (VAT) and
excise duty) contributed Kshs.140.8 billion, averaging Kshs.14.1 billion per
month, while fuel levies generated Kshs.137.9 billion, averaging Kshs.13.8
billion per month.

35.The near-equal contribution of taxes and levies highlights the significant role
fuel-related charges play in supporting government revenue, infrastructure
financing, and road maintenance programmes.

Figure 1: Total Fuel Taxes and Levies Collected- July 2025 to April 2026
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36.Fuel taxes (VAT and Excise duty) of approximately Kshs.14.1 billion per month
as in Figure 2, on average comprises VAT of Kshs.7.8 billion and excise duty of
Kshs.6.2 billion monthly.

Figure 2: Total Fuel Taxes Collected (VAT and Excise Duty)- July 2025 to April 2026
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37.Fuel levies generated Kshs.137.9 billion (Figure 3), averaging Kshs.13.8 billion
per month, of which the Road Maintenance Levy Fund (RMLF) accounted for
approximately Kshs.10.6 billion per month, while other levies contributed

approximately Kshs.3.2 billion per month.
Figure 3: Total Fuel Levies Collected (VAT and Excise Duty)- July 2025 to April 2026
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3.2 Fiscal Operations for FY 2026/27
38.The FY 2026/27 expenditure framework of Kshs.4.82 trillion as in Figure 4
reflects the government's commitment to financing public services, development
priorities, and debt obligations. A significant share of the budget is allocated to
the National government (Kshs.2.90 trillion) of which, Executive share is
Kshs.2.8 trillion, Parliament, Kshs.50.8 billion, and Judiciary, Kshs.30.4 billion
while county equitable share is proposed at Kshs.420 billion.

Figure 4: FY 2026/27 Proposed Expenditure Summary
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39.0On the expenditure side, recurrent spending of Kshs.2.05 trillion accounts for
about 71% of National Government expenditure, while development expenditure
amounts to Kshs.845.2 billion, highlighting limited fiscal space for growth-
enhancing investments. Further, debt servicing continues to constrain the budget,
with Consolidated Fund Services absorbing Kshs.1.50 trillion, of which interest
payments account for Kshs.1.25 trillion (83.5%).

40. The FY 2026/27 fiscal framework reflects continued pressure on public finances,
with total expenditure of Kshs.4.82 trillion significantly exceeding total revenue
and grants of Kshs.3.67 trillion, resulting in a fiscal deficit of Kshs.1.11 trillion
(Figure 5).

Figure 5: FY 2026/27 Deficit Financing
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41.The deficit of Kshs.1.11 trillion is expected to be financed mainly through
domestic borrowing of Kshs.995.7 billion and external borrowing of Kshs.116.2
billion. This financing strategy is likely to increase pressure on domestic credit
markets and underscores the need to strengthen revenue mobilization while
containing expenditure growth to support fiscal sustainability.
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3.4 Contribution of Fuel Taxes to the Resource Envelope in FY 2026/27

42. Tax revenue as in Figure 6 remains the main source of government financing at
Kshs.2.86 trillion (95.7% of ordinary revenue), with Income Tax contributing
Kshs.1.38 trillion, VAT Kshs.829.2 billion, and Excise Duty Kshs.382.2 billion.

Figure 6: FY 2026/27 Resource Envelope
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43.As depicted in Figure 7, fuel taxes are projected to make a significant
contribution to tax revenues in the FY 2026/27. Based on projected collections,
fuel-related VAT is estimated at Kshs.94.0 billion, accounting for 11.3% of the
total VAT target of Kshs.829.2 billion, while fuel-related Excise Duty is
projected at Kshs.74.9 billion, representing 19.6% of the total Excise Duty target
of Kshs.382.2 billion. This underscores the importance of petroleum products as
a key source of government revenue and highlights the fiscal implications of any
changes to fuel taxation policy.
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Figure 7: Projected Fuel Taxes Contribution to VAT and Excise Duty for FY 2026/27
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3.5 Analysis of Fuel Pricing and Impact of Taxes and Levies Review
44.Fuel pricing in Kenya is determined by Energy Petroleum and Regulatory

45.

Authority (EPRA) using a cost build-up comprising: Landed cost (import price),
taxes and levies (excise duty, Road Maintenance Levy, Petroleum Development
Levy, Petroleum Regulatory Levy, Railway Development Levy, Merchant
Shipping Levy, Import Declaration Fee, VAT), distribution and storage costs,
margins (importer and dealer margins), and price stabilization.

The structure of petroleum pricing (Figures 8-10) in Kenya is primarily driven
by two dominant components: landing costs and taxes & levies, which together
account for the bulk of the pump price, averaging approximately 102.2 percent
across super petrol, diesel, and kerosene in May/June 2026 prices. Landed costs
constitute the largest and most volatile component of the pricing structure,
constituting about 55.0 percent for super petrol, 71.9 percent for diesel, and 90.2
percent for kerosene.

Figure 8: Super Petrol Prices Dec 25/Jan 2026-May/June 2026
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Source: EPRA Data
Figure 9: Diesel Prices Dec 25/Jan 2026-May/June 2026
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Figure 10: Kerosene Prices Dec 25/Jan 2026-May/June 2026
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46.The analysis shows that changes in landed costs had a direct and significant
impact on retail fuel prices. For instance, the reduction in diesel landed costs
from Kshs.83.57 of the pump price in Dec/Jan 2026 to Kshs.76.58 in Feb/Mar
2026 contributed to a decline in the diesel pump price from Kshs.171.47 per litre
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to Kshs.166.54 per litre, a decrease of Kshs.4.93 per litre. Similarly, the sharp
increase in landed costs during Apr/May and May/June 2026 drove substantial
upward pressure on all fuel products, with diesel, super petrol, and kerosene
landed costs rising to Kshs.167.51, Kshs.117.82, and Kshs.172.66 per litre,
respectively.

3.6 Fuel Subsidies Analysis

47. The Fuel Price Stabilization Mechanism played a critical cushioning role during

periods of elevated international prices. As in Figures 8-10, stabilization support
reached Kshs.52.69 per litre for kerosene, and Kshs.24.57 per litre for diesel
during the May/June 2026 period, mitigating the full pass-through of higher
import costs to consumers. Without these interventions, pump prices would have
been significantly higher, particularly for kerosene and diesel, underscoring the
importance of stabilization measures in protecting consumers from abrupt fuel
price shocks.

Figure 11: Fuel Subsidies in Kenya
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48.As in Figure 11, budgetary allocations for fuel subsidies have declined from

Kshs.63.1 billion in FY 2022/23 to Kshs.22.0 billion in FY 2026/27, the
government continues to face substantial stabilization costs. In the April-May
2026 pricing cycle, the government spent Kshs.6.2 billion (28.2% of the annual
allocation) to cushion consumers from higher fuel prices. At the rate, sustaining
similar interventions over a full year require substantially more resources than
currently budgeted.

49. Assuming stabilization costs average Kshs.6.2 billion per month pricing cycle,

annual expenditure could reach approximately Kshs.74.4 billion, exceeding the
FY 2026/27 allocation by about Kshs.52.4 billion. This suggests that the current
allocation is only sustainable if international oil prices remain stable, or the
government reduces the level of price support provided through the fuel
stabilization mechanism. Accordingly, the continued reliance on fuel subsidies
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poses fiscal risks and highlights the need for a well-defined, adequately funded
stabilization framework to ensure that consumer protection objectives are
achieved without creating unbudgeted fiscal pressures.

3.6 Fiscal Impact of Fuel Taxes and Levies Review

50. Taxes and levies remained the second-largest component of the pump price
structure, accounting for an average of between 25.8 and 34.6 percent of the
retail price depending on the product (Figures 8-10). In May/June 2026, taxes
and levies contributed Kshs.74.05 per litre for super petrol, Kshs.67.83 per litre
for diesel, and Kshs.49.42 per litre for kerosene.

51.This highlights that any meaningful intervention to manage fuel price volatility
or affordability must focus on one dominant component, i.e., taxation and levies
which the government has control over. However, the benefits of lower fuel
prices would need to be weighed against the significant fiscal implications. For
instance, as in Figure 12, assuming a six-month VAT exemption and removal of
the Kshs.7 RMLF levy would reduce government revenue by approximately
Kshs.41.2 billion in FY 2026/27. This revenue loss would either increase the
fiscal deficit from Kshs.1,113.9 billion to Kshs.1,155.1 billion or require a
reduction in development expenditure from Kshs.845.2 billion to Kshs.804.0
billion to maintain the current deficit level.

Figure 12: Fiscal Implication of VAT Exempt and Kshs.7 RMLF Reduction on
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3.7 Comparative Analysis of Fuel Pricing: Kenya, Uganda, and Tanzania

52.The following analysis provides a detailed comparison of petroleum pricing
structures in three East African Community (EAC) countries: Kenya, Tanzania,
and Uganda. Using May 2026 data and converting all pricing components into
Kenyan Shillings (KSh), the analysis examines how different tax policies
particularly the use of Value Added Tax (VAT) and excise duty affect fuel
prices.

53.The findings indicate that although the three countries are exposed to the same
global fuel market conditions, the impact on domestic fuel prices differs
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