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Kenya is selln 65 percent of the Ken- 
Ya Pipeline Company (KPC) to the pub- licat Ksh (52446 per share,offering 
Toughly 1.8 billion shares and valuing the company at about KSh13b (Shet43 trillion). 
TheTPO, which coses Thursdays part ofalong;running privatization process. The headline debate hascentred onthe 

price: s Kshe (5h5244.6)too cheapor oo expensive? The government privatiza- tiggeam, says the figure is the result of 
valuation process. 

Thevaluation 
Advisers began with EBITDA (Eamnings Before Interest, Taxes, Depreciation,and 

Amortization),a common measure for Valuing large infrastructure companies. 
EBITDA reflects operating carnings be- ore financing costs tases,and account- ingadjustments It allows casier compar- 1son across capital intensive businesses 

such as pipelines. 
Using KPCs financial results for the 

Year ending June 30,2025, advisers ap- 
Plied a valuation multiple of 8.1 times 
EBITDA, 
The multiple was benchmarked 

against comparable infrastructure and 
€nergy companies, where investors yp- ically pay around eight times annual op- erating earnings. 
From this enterprise value, net debt 
vas deducted to determine equity value. 

et debt was adjusted using 
MR recent irs-quarter figures rather 
than relying solely on the June 2025 bal- 
ance sheet. 
After calculating equity value KC im- 

Plemented a 1,000:1 share spli, increas- 
ing shares from 18.1 million to 18.1 bil- 
lion. 
‘The split did not change the comy 

total value; it simply reduced the per- 
share price tomake the [PO affordableto 
retailinvestors. 
Under the offer structure, 5 percent of 

shares are being sold while government 
retains 35 percent described as non-dilu- 
tive, meaning the state must maintain it 
evenin future capitalraises. 
Shares were allocated across different 

groups: employees have priority access 

How Kehya arrived at 

Shs244.6 for pipeline IPO 
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65% 
Underthe offer structure, 65 
percent of shares are being 
sold while government retains. 
35 percent, described as 
non-dilutive, meaning the state 
‘must maintain it even in future 
capital ralses. 

Shs244.6 
‘The headiine debate has 
centred on the price: Is KSh9 
(5hs244.6) too cheap or too 
expensive? The government 
privatisation team, says the. 
figure s the result of a 
structured valuation process. 

1(}\\chlniflli)l'ifl’fl ils biggestinfrastructure II’(),:\T(I (he valuation logic (7I|:i\r|ng the KSh9 (Shs24.6) pershare cl 

Kenya prices 65 percent of KPC at KS9 (Shs244.6) per share, valuing the 
pipeline giant at KSh1G3b (Shs4.43 tillon), as investors weigh regulated tariffs, 
regionaltransit domand, and ambitious expansion plans. PHOTO/FLE. 

105 percent of the offer pool; ol market- 
ing companies, which are major system 
sers,cantake Up o 15 percent; and the 
remainderis divided among local retail 
investors local intitutions, East African 
investors (excluding Kenya), and foreign 
investors. 
‘Transaction advisers argue KPC should 

bevalued asregulated energy infrastruc- 
ture,not as  simple transpor business. 
‘The company owns and operates the na- 
tionalfuel pipeline network exming eg: 
ulated tariffsfor storage and transpor- 
tation. This ownership ofstrategie infra- 
structure underpins the chosen valua- 
tionmultiple. 
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About 52 percent of KPC's revenue 
comes from transit xports,with Usan. 
daaccounting for rouehty o thirds of 
that secment. 
Whileconcerns hvebeen raised about 

Uganda’s uture ol production and re- 
finery plans,adisers argue production 
does not automatically eliminate de- 
mand for refined imports and regional 
transitservices KPCalso serres SouthSu- 
dan Rovanda,Burundiand eastern DRC. 
Assetbasaandoperations 
KEC operates about 1,342 kilometres 

of pipeline across five ines. The original 
Mombasa-NairobiLine 1isnolonger op- 
erational. It eplacement,Line 5, was i 
nanced with a $350m loan in 2015 and 
commissioned n 2018, 
Witha20-inch diamete,tsthe largest 

inthe system and carries about 8.9l 
lioncubicmetresannually, 
“Totalstorage capacity tands at about. 

1.1 million cubic metres, including 
roughly 384,000 cubic metres linked to 
Kenya Petroleum Refineries Limited in 
Mombasa. 
For the year ending fune 2005, revene 
was about KSh38.5b (shs1.05 trllion), 
with throughput volumes of around 9.9 
‘million cubic metres (0.9 bilion itres). 
Tariffs are regulated and can move up 
or down, often i response to Capital ex 
‘penditure,since regulators allow recov- 
enyof nvestmentcost over time. 
KPC plans about Ksh110b (shs3 trik 

lion) in capital expenditure over five 
Years,funded through a target mix of 10 
percentdebtand 30 prcent equity 
Borrowings of about Kshsob (Shs1.36 
trillion)are projected from thethird year 
afterlisting. 
Akey project s Line 7,a proposed ad- 

ditional Mombasa-Nairobi pipeline est- 
matedat KShasb (shs9ss, Sb).tisexpect- 
edto be financed through a dollar-de- 
nominated loan at an estimated allin 
costofabout 7.5 percent. 
KPCalso aims to diversiy revenue His- 

torically about 95 percent of income 
came from core storage and transport. 
‘The plan i to reduce that to below 80 
‘percent by expanding ntofibre optic er- 
vices,LPG,and crude handling. 
As aresult, projected revenue growth. 

rises toabout 13 percent annuallycom- 
pared to historical growth ofust over § 
percent. 
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