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SCHOOL OF BUSINESS AND ECONOMICS 

DEPARTMENT OF COMMERCE 

Final Exam: AUGUST 2019 SEMESTER 

COURSE CODE: BUS 419T  UNIT: CORPORATE GOVERNANCE 

INSTRUCTIONS: Attempt question 1 and any other two questions     TIME: 2hrs. 

 

Question 1 

Case: 8.5 Million Litres of Fuel Racket 

Marketer OiLibya, which is currently operating as Ola Energy, lost 8.5 million litres of fuel 

between 2012 and 2014 in a racket at the Nairobi terminal involving its own employees, 

Kenya Pipeline Company (KPC) staff and KenGen workers. 

This is revealed in court papers in a case where former manager Paul Mwaponda was 

contesting his sacking for his alleged role in the saga. The company said a Deloitte audit had 

revealed the ploy where fuel was being siphoned for years while its managers looked the other 

way. 

“It is worth noting that, in my opinion, that they painted the picture of a general lapses in the 

management of the respondent’s stocks, and a weak ACCPAC system which could easily be 

manipulated to the detriment of the company by its own staff under the cover of its 

management who chaired the committees which were set up to deal with the problem but 

turned a blind eye for years,” said Justice Onesmus Makau. 

The racket was ran by Nairobi Terminal Stocks Accountants who made fake book entries that 

OiLibya fuel stock had been returned to the storage yet the fuel was loaded to KenGen, a 

through-putter and carted off. 

Several discrepancies cropped up that led to internal audits where it was discovered that 

several fuel stocks had been erroneously adjusted by KPC. 

Required: 

a. “Even the best of corporations are not immune from the potential damage that can be 

sustained arising from the alleged ethical lapse or misconduct on the part of their chief 

executive”.  
What would a board when faced with allegations of misconduct on the part of the chief 

executive.             (8 marks) 

 

b. Elaborate on any Six Board Oversight of Culture initiatives your board could have 

instilled in OLA to minimise such kind of unethical behaviour.   (12 marks) 

c. Elaborate on what the audit committee of the board could consider to stop such a theft 

occurring again.          (10 marks) 
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Question 2 

a. Give the meaning of "corporate disclosure" AND expound on any three matters that 

require disclose in an organization.      (10 marks) 

 

b. Substantiate on any five attributes or qualifications for membership for a board of directors.    

           (10 marks) 

Question 3 

a. Clarify any five key elements to Corporate Social Responsibility strategy for businesses 

to make impact.          (12 marks) 

b. Explain the procedure you wold use to conduct a board meeting.                (8 marks) 

 

Question 4 

a. Elaborate on five ways of Improving governance on existing state ownership 

arrangements.          (12 marks) 

 

b. Briefly discuss the Stakeholder Theory of corporate governance  (8 marks) 
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