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For thc cndcd 3I Deccmbcr 2018

CORPORATE INFORMATION

Konya Post Officc Savings Bank (Postbank) is cstablished undor an Act of Parliament CAP 4938 ofthe
lrws of Kcnyq and is domiciled in Kenya. Tho addrcss ofthe rcgistorcd office of the Bank is:

' hstbank Housc

156 Banda Strcet
P. O. Box 303 I I 00100,
Email: md@postbank.co.ke
Wobsito: www.postbank,co.ko

"I.trAIROBI-KBNyA ir
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Pdnclprl Actlvltler
Postba,nk is primarity engagcd in thc mobilization ofsavings for national dcvelopment and operates

Jdar tto Kcnya Post Office Savings Bank Act Cap 4938. In addition, thc Bank offcrs othcr financial
'"-:nfticcs such as rErrittr$Dcj Dbllections and disburscfisrtla.?iEg:--

}

' Irlrcctort

Tb mombcrs ofthc Board of Dircctors who scrvcd during tho ycar arc shown ou pagc 3.
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CdI nrr Eeulugton Ouko
Coopeny Secretary
P. O. Bor 30311- 00100,
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Keaya Pos Atllcc Sa4ngt Bank
An rual ruport attd fmancial stakarcnts
For lhe ycar endcd 3I Dcccmber 201E

CORPORATE INFORMATION (CONTINUED)

PRINCIPAL BANKERS

Konya_ Commorcial pgk Ltd

Kcncom House - 66 iloor
P.O Box 48400 - 00100
Tol: +254-020-3270000

NAIROBI

National Bank of Kcnya Ltd

Harambcc Avcnuo branch
P.O Box 72865-00200
Tel: +254-020-2828000

NAIROBI

Citibank, N.A.
P.O Box 3071l-00100

Uppor Hill Road
NAIROBI

INDEPENDENT AI]DITOR

Auditor- Gcnoral
Ofricc of Auditor Goncral
Annivcrsary Towors, Univcrsity Way

':':':?:O:BDI4r98GU0IU0-!"" * ;. 
,

N,{IROBI

PRINCIPAL LEGAL ADYISORS

Kale Maina & Bundotich Advocatcs
Tcleposta Towors, l3.th Floor, Kenystta Avenuo
P.O Box 10674-00100
NAIROBI

Kimaru Kiplagat Adyocatos
National Bank Building, lst Floor, Uganda Road

P.O Box 5025-30100
elTioRET

Chcrono & Co. Advocatcs
Hazina Towcrs, Eth Floor, Monrovia Street

P.O. BOX {007-00100
NAIROBI

Kantai & Co. Advocatos
Bruce Housc, lOth Floor, Standard Strcet
P -O . BO;{ 34247
NAIROBI

Macharia-Mwangi & Njeru Advocates

ACK Garden Annex, 6th Floor, I st Ngong .q,vcnuo

P.O. BOX t0627-00100
NAIROBI
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Kenya Post OJJice Savings Bank
Annaal reporl and linuncial slalemenls

&t the legr ertded fl December 2!!8
BOARD OF DIRECTORS

Mr. Moses Banda
Moses llanda holds a Bachelor of Arts (BA) degree in
Microfi nance and Economic Community Development

from Uganda Martyrs Catholic University and a

Master of Business Administration (MBA) degree in
Banking and Financc wi0r spccialization in
Microfinance from Moi University. He has unrivalled
experience in Microfinance, spanning over two
decades. Prior to joining the Bank, Mr. Banda was

lead Managing Director at Rosmo Limited, a founder
employee of K-rep (now Sidian) Ban( and a Director
at Susu Microfinancc Bank-Nigeria.
He is hands on and has gained practical experience in

leadership, g()vcrnancer transformation, policy
formulation, fundraising and lobbying. He is also a

membcr of Association of Microfinancc.

Mr. Banda has served as a director of sevcral national and intcmational organizations. He is a

widely sought after public speaker, resource person and financial advisor.

Mr. Solomon Kitungu
Alternate to Cabinet ,lecretary, The National Treasury

,: , , Solomon Kitungu is a graduate of Nairobi University
and Manchester University - UK. Prior to joining
Postbank, hc served as an Executive Director ofthe
Privatiiration Commission from 2009 -2017 and
Investment f)irector at the National Treasury from
2003 2005. Mr. Kitungu is currently the altemate
director for the CS National Treasury in the Board of
Directors of the Insurance Regulatory Authorify.
Previously, while at the National 'freasury Mr.
Kitungu served in other Boards such as the

Agricultural Finance Corporation, Kenya Commercial
Bank, National Bank ofKenya, Kenya Electricity
Gencrating Company, Kenya Power. Kenya Petroleum

Relineries and Kcnya National Assurance (200 [ ).

Mr. Kitungu has attended the Advanced Management Programme al Strathmore Busincss

School and University of Navara Barcelona. Spain, and has extensive experience in public
sector investments and reforms, privatizations and Public Private Parlnerships
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Kenya Posl Ofice Sovings Bank
Annual rcport and frnanclal slarements

fur lhe ycgr ended lI December 2018

BOARD OF DIRECTORS (CONTINUED)

Mr, Samuel Bunei
Mr. Samuel Buneijoined Postbank in flecember
2018. He has over 20 years' expcriencc in Banking
and Microfinance. Previously, he was Hcad of
Microfinance at the National Bank of Kenya.
Mr. Bunei started his career as a Graduate Trainee
at thc Co-operative Bank of Kenya rising tfuough
the ranks to the position ofa Microfinance
Manager. He has also worked at Kenya
Commercial Bank as the Regional Miorohnaace
Manager where he was instrumental in setting up
and rolling out micro business across the entir€
branch nctwork

and at Family Bank where he held t5e position of Head of Microfinance.Having attended
both local rnd intemational training, he is fully convcrsant with Corporate Governanc€,
Strategic Menagement, and Performance & Change Management.
Hc holds a Master in Busincss Adminisrration (MBA) in Entrepreneurship and a Bachelor
of Education @.Ed) Degree, both from Moi University. Samuel is also an Associale of
Kenya Institute of Bankers (AKIB).

Ms. Mercy Luseno

Mercy S. Luseno holds a Bachelor ofEducation
(Arts), in Mathematics and Business studies. She
has previously worked as a Physics, Mathematics
and Business Sodies teacher. As a graduatc of
Moi University, Mercy left a huge imprcssion
organizing and supporting anti-cancer
campaigns.Her main focus was creating brrast and
prostate cancer awareness.

Ms. Luseno has been instrumental in crcating awareness on environmental matters in an
effort to enhance action for the protection ofthe environment. Mercy has been a strong
voice outside her academic career advocating for women empowerment.
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Xenya Post Office Swings Bank
Annuot rcport and rtnancial slatehwnts

fur the yegr ended !1 December 2018

BOARD OF DIRECTORS (CONTINUED)

Ms. Anne Woiyego Karanja
Managing Director

Anne has a Masters degree in Business Administration
specializing in Strategic Management and a Bachelor's
degree in Economics and Sociology. She has vast

experienco in banking, auditing and financc. Prior to
joining Kenya Post OIfice Savings Bank, Anne was an

Auditor with the Controllbr and Auditor General. She has

previously headed several departments in fie bank

including Finance & Accounts, Administration and

Money Transfer Services

Anne has proven leadership, project and business

management skills and has a passion for service
excellence. She has also steered several business projects

with remarkable success.

Mr. Hannington ouko
Ilead of Legal, Security & Investigations /Company Secretary

Mr. Hannington O. Ouko is the Head ofLegal, Security

& Investigations/Company Secretary-He has unrivalled
experience in Banking & Finance. Mr. Ouko acquired

extensive convontional commercial banking experience
in Key departments such as - Operations, Customer
Service and Credit Departments and in the legal practice

having acquired over l4 years' experience in Commercial
Law' Conveyancing t aw, Banking Law Legal Advisory
Services in Commercial Banks in Kenya and In East

Africa including: Diamond Trust Bank of Kenya
Limited, Kenya Post Office Savings Bank,Chase Bank
of Kenya Limited, Equity Bank Kenya Ltd,, Equity Bank
South Sudan Limited and Co-operative Bank of South

Sudan Limited.

Mr. Ouko holds a Master of Laws and Bachelor of Laws from the University of Nairobi. He has

also earned reputable certifications key among them Certified AML Specialist byINTELLISYS
(2016) and Certified Systems Auditor by BEREA VERITA
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SEhIIOR MANAGEMENT

Mr. A[n. WdycSo l&rr.Jr
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J.chtr Kr!lngiu
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U.rd Mrlkrtlnt & Bullncr
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Mr. I.J.S Obuon
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Thomu K. Brat
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Adlnlnlrtratlotr & Paoparty
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Mt. Srbl Oyrtrl
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Evclyn Trimrnjl MrdiSu
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' Kenya Post Office Savings Bank

Annual report andrtnsncial stalen enls

For lhe year ended 3l'Deczmber 201E

CEAIRMAN'S STATEMENT
I am pleased to Fesent the Annual Report and Financial Statements ofKenya Post Of;Frce

Savings Bank (Postbank) for the year ended 3lst December 2018

RE\IEW OF ECONOMIC PERFORMANCE

. robust gowth i11n9g{,ggguce in!ensiys*Rrlrl.$9+$.r}Frr,r!-,r!*r.!r,.-i1{.],.ts.
r-!6j+r+ L.'-,. '. _'?.v'

Global and Regioaal EconomY

Global growth is moderating as the recovery in trade and manufacturing activity loses

stearn Despite ongohg negotistions, Eade tensions among mqior economies remain

etevated. These tensions, combined with concems about softening global growth prospects'

have weighed on investor seotitrent and contributcd to declines in global equity prices.

Global growth for 2018 is estimared at 3.7 perc€nt, as in the world Economic outlook
(wEo) forecast, despite weaker performance in some economies, notably Europe and Asi8.

Regional growth is expected to accelerste to 3.4 perccnt in 2019, predicated on diminished

poliry uncertainty and improved investment in large economies togcther with continued

Kenyan F,conomy
The Kcnyan economy is on a rebound in 2018' Reflccting imp'roved rains' better business

scntimcnt and easing of political uncertaiDty, real GDP growth is estimatcd to rebound from

4.9 percent in 2017 to 5.7 percent in 2018 and rise gradually to 6.0 percent by 2020 as the

output gap closes. This gowth Eqiectory lays a solid foundation within which the

government could accelerate pove6y reduction especially if accompanied by pro-poor and

inclusive growth policy measures.

The downside risks to this outlook arise from zubdued private s€ctor crcdit growth that

could curtail privatc investmen! fiscal slippages that could compromise macroeconomii ---

stabitiry; and an riptick in oil prices and tightcning global finanoial markets, uAich could

exert,ra:due ptessues to the eursrt acs)uEt t alanoe: : :' : " '

Inflation
According to Kenya National Bureau of Statistics (KNBS), inflation soared in the last four

motrths leading to December, averaging at 5.63 pcr ccnt per month as demand for food stuff,

clothing urd transport rose.

The price of food and non-alcoholic beverages rose by one per ccnt between Novernber and

December. Transpor! fuel, electricity and housing recorded a significantly higher rate of
between 13.47 and 14.34 Per cent.

Outlook for 2019
The global economy is projected to grow ar 3.5 percent in 2019 and 3.6 percent in 2020.

Locally, the strong pick-up in economig activity that started i4 the fust half of 2018 is

expected to continue over the medium term. GDP growth is projected at 5.7 i:ercdnt in

2018, rising to 5.8 and 6.0 percent, respectively for 2019 and 2020' The pickup is

underpinned by the current slack h the economy with an estimated negative output gap of
about -0.6 percent of GDP. As the economy rehunds the output gap is expected to close

over the Eedium tenn. The upgfade in growth for 2018 reflects a stronger thaD earlier

projected rehund in agricultural ouput.
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Kenya Posl Ollice Savlags Bank
Annual report and financlal stauments
For the year ended 31 December 2018

;lii!

CEAIRMAN'S STATEMENT (continued)

Strategic Platrning

In thc ycar 2018, the Bank continucd thc implcmcntation of its 5 ycar stratcgic plan -2016-2020, A
midterm rcview ofthe 5 year plan as wcll as the Bank's Action plan 2018 was carricd oul The Bank

. developcd its'Action-Plan'for thd year 2019 which formed tho basis ofpcrfornrancc contracting ryith
the Governmcnt ofKcnya for the year 2019.

Stretegic Partteruhlps

The Bank conlinues to maintain sEatogic parhorships with key organizations which allows for
Postbank to ndtwork, gain knowlcdgS-and sharc experien.".' ,"ith oth". m"mbers within thc
padncrships. Thcse are:
l. Association ofSavings Bank ofEast Africa (ASBEA)
2. World Savings Banks Institutc (WSBI)
3. Association of Micro- Finance lnstitutions (AMFI)
i':'Kerryi B iir:tcrs;{B0, 'frtiit,r'@id, r i r.:. ' .: ' .. r ?; ari\i. :r-!a i{! i!r' L:.; .^! -., !a -,!n r9r.rE?,..,r..i.I! ;.,,

Arsociation ofSrvings Batrk ofEast Africr (ASBEA) l5th Annual Meeting
The Bank attended the l6th Annual Gcneral Mecting and the 7th Board of Trustccs Mecting for rhc
Association ofsavings Banks of East Africa (ASBEA) from 29th to the 30th Novcmbcr 20l g that
were hcld in Zaozibar, Thc Confcrcnce dclibcrated on the progress made by thc mcmber banks in the
year 2018. The Conference also was taken through thc impact oftechnology on banking.

Apprecietion

I would like to convey my sinccre appreciation to tho Govcrnmcn! our estecmcd customers and
businoss partncrs for their continued supporL I slso wish to thank thc mansgcmcnt and staff for their
dedication to seryico.

DIRECTOR
MarcL 2019
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Kenya Posl Oftice Savings Bank
Annwl report and frnancial stalemenls

fur the yegr ended 3l December @8

MANAGING DIRECTOR'S STATEMENT

I wish to present the Bank's Annual Repo( and the Financial Statements for the year

ended 3l st December 201 8.

Financial Performance
Postbank's financial performance for the period ended 3l st December, 2018 was a loss

of Kshs.l.589 billion recording a neBative growth of 16.42 o/o from 2017 figure ofKshs
1.364 billion.
Gain on revaluation ofProperty and Equipment was Khsh 883 million.

Total assets grew by 5.40yoto at Kshs 14.08 million in FY 2018 from Kshs. 13.36

billion in the financial year 2017, mainly due to Revaluation of Property and equipment

during lhe year .

Customer deposils increased by 5.91% to stand at Kshs 20.01 billion in the financial year

fiom Kshs 18.9 in year 2017.

The deoline in performance was oc.asioned by:
. Decline in Interest income as a rcsult of decline in interest rates in Govemment
securities from 13.5 % in 2017 to l3%in20l8
.Increase in customer deposits resulted to an increase of l6.50Z on Interest expense from
Kshs 568 million in 2017 to Khs 681 million in 2018 .

BusiDess partnerships
The Bank continued to enter into various business partnerships to grow business. ln Year
2018, the Bank signed a deal with the Govcrnmcnt to facilitate the launch of"Inua Jamii"
to aid the disbursement offunds to beneficiaries under the social protection programme-

National Safety Net hogramme (NSNP)

The Bank started Xpress Money transfer and did another round ofrecruitment with
National Youth Service (NYS) to carry out financial literacy and also facilitale stipend
payments to the NYS grandaunts who are posted to various parts in the country.

MA C I)IRF(-'I'OR

MS. ANNE w' KARANJA

March 2019
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Kenya Po Ollice Savings Bank
Annual rcport and frnancial statemenls
For the year ended 3I December 20IE
CORPORATE GOVERNANCE STATEMENT

Postbank is committed to the stsndards ofcorporate governance as set by theGovemment
for the public seclor from time to rime and the central Bank of Kenya on specific services
olfered by Postbank.

The Board ofDirectors is responsible for the long term strategic direction for profitable
grouth ofthe Bank while being accountable to the shareholder by ensuring that postbank
complies with the laws and the highest standards ofcorporate govemance and business
ethics

The Directors attach grcat importance to the need to conduct the business and operations
of Postbank with integrity and in accordance with generally accepted corporate practice
and endorse the intemationally developed principles of good corporate governance.

Board of Directorc

The Board is made up ofsix (5) Directors ofwhom 4 are non-executive including the
Chairman. The term for the Chairman ended on lOth January 2017. Three other Directors
were appointed in 2018

Directors are given appropriate and timely information so that they can maintain full and
effective control over strategic, financial, operational and compliance requirements. The
day-to-day running of Postbank has been delegated to the Managing Director. The Board
retains responsibility for establishing and maintaining the intemal control over the
strategic, furancial, operational and compliance issues. The Board is responsible of
ensuring succession planning and facilitates recruitment ofthe Managing Director.
Despite not having a fully constituted Board thc Bank is complying with the Mwongozo
"the code of govemance for stale corporations" and all the Directors have undergone
training on the code organised by the State Corporation Advisory Committee (SCAC).

Board Meetings

The Board ofDirectors meet on quarterly basis or as required. The Board is responsible
for monitoring the implementation ofPostbank's planned strategy and reviewing it in
conjunction with its financial performance. Specific reviews are also undertaken on
operational issues and future planning. At the end ofeach financial year, the Board
evaluates itself, the Managing Director and Senior Management Staff against targets that
have been agreed at the beginning ofthe year.

Code of Ethics

Postbank is committed to the Public OIficers Integrity and Ethics Act 2003, Leadership
and Integrity Act 2012 and Kenya Anti-Com.rption and Economic Crimes Act 2003.

10
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Xct yd Post Offue Savings Bank
A n4ual tgporl cld fu:lnchl statemenls
For e xear cndal iI Deccnber 2018
MANACDTEI\IT DISqUSSION AND ANALYSIS

Financial Par{ormance
Thc Benk's fir'gncial pcrformauce for thc perlod ended 31st Doclmber, 2018 was a loss ofKshs.l.5g9
hillion repording a ncgativc growth of 16.42 % fron?017 frgure of Kshs.1364 billion.
Gain on,6alni on rovaluation of Propcrty rnd Equipmont \f,as IGhs 883 million.

T6Ul8$tt.i'gr!fiby 5.40%tci at Kshs 14.08 imillioq itr FY 20ti ftqrn Kshri: I33S bilflop';n16o
fitancirl ycar 2017, mainly duc to Eor8luau'oD ofprcIrerty aird cquiprrcris driritrg trrc ycar .

Cuslomordoposib inercasod by 5.9) 7o to 'stand at Kshs 20.01 Lillion ln thc fnanciat'yoar from Kshs
l'8.9 in ycar.20l7.
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Kenya Post ffice Savings Bank
Annual repofi and financial slatemenls
For the lear cnded 3l December 2018

MANAGEMENT DISCUSSION AN'D ANALYSIS (CONTII{IIED)

Compliance with Statutory Requirement

During the period under review, the Bank honored all il statutory obligations by remitting

all required deductions within the statutory time lin€.

Strategic Plan 2016 -2020

In the year 2017, the Bank commenced on the implementation ofthe second year of its 5

year strategic Plan - 2016-2020. During the year, the Bank canied out a midterm review of
its Action Plan 2017 and also developed the Action Plan for the year 2018. This Strategic

Planning process was followed by a budgeting process for the year 2018' The Action Plsn

and Budget 2018 together formed the basis of performance contracting with the

Govemment ofKenya for the year 2018

Major Risk Facing Postbank

The major risk facing Postbank is lack ofone sop shop banking solution for customers

compared to the competition. The Bank is a Savings Bank and not a lendcr, thus the

customers find il easier to save where the Financial Institution can provide loans to assist

them grow business, buy key assets and payment ofschool fees among others' This has lcd

to shrinking of the customer deposit base, dormant accounts and as a result, led to depletion

ofthe Bank's capital base and losses.

The Board and the management have been in consultation with the Govemment through the

National Treasury with a view to injecting capital to defray the accumulated losses as

provided in the Kenya Post Office Savings Bank Act, cap 4938, section l3(I).
The management is also addressing areas ofcost management and through slaff
rationalisation and closing unprofilable branches. One branch was closed during the year

under review. Customers will still be served through the Mashinani Agency Network,
Mobile Banking and lntemet Banking. Management is enhancing business Partnership's

with the Govemment and Private sector especially for disbursement of Govemment Social

funds and stipcnd, salaries and wages.

The National Treasury approved the sale of the Postbank Training School in Muthaiga

North in December 2016 to partly fund the staff restructuring. This will rcduce the cost

income ratio. 'Ihe sale process has commenced and we are hoping to conclude by endof
2019 subject to receiving a responsive bid.



Kenya Posl Ofrce Savings Ban*
Annual rcporl and financial slatements
For lhe year ended 3l December 2018
CORPO RATE SOCIAL RESPONSTBILITY (CSR) STATEMENT

INTRODUCTION
Postbank is committed to positively empower the communities in which we operate
through intervcntion in Corporate Social Responsibility programs that support diverse and
deserving groups, Institutions and projects across the country. 'lhe Bank,s CorporateSocial
Responsibility (CSR) efforts are fundamental to our core values and culture and these
extend to throughout the bank and its branches.
The Bxnk's strategic focus on its CSR is on;
l. Education
2. Health

3. Environment
In 2018, Postbank supporled different causes aligned to our strategic plan and participated
in a range of community activities

EDUCATION
The Bank strongly believes Orat education is an investment for the country's future and
supports initiatives that promote conducive leaming environment to students across all
levels i.e. primary, secondary, tertiary and university. During the year under review,
Poslbank donated exercise and text books to the following schools;
. Hatua Likoni community library in , Mombasa,
. Our t ady of Nazareth in Mukuru, Nairobi
. Kagumo Secondary School in Murang'a
. Kagira Secondary School in Nairobi
The Bank also donated desk and benches to Kaphingo Primary School in Mombasa and
supported the construction ofa dormitory at Kinisa Girls Nomadic Secondary School in
Moyale.
We believe that this investment will drive the development ofthe next generation ofyouth
who are financially handicapped.

Financial Literacy
Postbank bclieves that a higher level offinancial literacy and savings education not only
enriches thc life ofthe individual but also contributes to healthy economic growth in the
society. We believe that if Kenyans arc empowered with financial knowledge, they are
better positioned to make sound financial decisions that will go a long way in improving
their economic wellbeing.
The Bank believcs that access to finance is yital for poverty alleviation and social harmony
and has therefore put financial inclusion as one of its priority focus areas. In the year, the
Bank was able to undertake grass root initiatives and providcd financial literacy sessions to
various groups in the society ranging from youth groups and teaching staff in schools,
collcges and universities, smalland medium sized entrepreneurs to the county's disciplined
forces.
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REPORT OF THE AUOITOR-GENER,AL ON KENYA POST OFFIGE SAVINGS
BANK FOR THE YEAR ENDED 31 DECEMBER,2O18

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

Lty":^rdit.O the acco-mpanying financial statements of Kenya post Office Savings
t .Tl :"t out on pages 19 to 63, which comprise the statemeni of financial position Is
at 31 December,20'18 and statement of comprehensive income, statement of changes
in equity, statemenl of cash flows and the stalement of compariso, 

"i 
UrOg;;"0

actual amounts for the year then ended, and a summary of significant 
""irnung19!jcie-s and_ other explanatory information in accordance with the provisions of Articll

229 of tlre constitution of Kenya and secrion 35 of the public Audit Act, 2o1 5. I have
obtained all the information and explanations which, ro the best of my knowledge and
belief, were necessary for the purpose of the audit.

ln my opinion, except for the effects of the matters described in the Basis for eualified
opinion section on my report, the financiar staternents present fairly, in a[ material
rejp^ects the- financial position of Kenya post office savings Bank as at 31 December,
20'18 and of its. financiar performance and rts cash flowior ttre yeai ttren enJ.o,-,n
accordance with rntemational Financial Reporting standards (lFis) and comply with
Keny^1 P_ost Office Savings Bank Act, CAp 4936 and pubtic Finance fufrnai6r"nt
Act, 2012 of the laws of Kenya.

Basis for Qualifled Opinion

1. Overdue Accounts Receivable

As reported previously and as disclosed under Note 24 to the financial statements, theslatement of financial position reflects accounts receivable balance of
Kshs.2,637,847,618; (2017-Kshs.2,723,077,613). lncluded in the rent receivables
balance of Kshs.66,069,753 is Kshs.47,113,844 owed by tenants who have since
vacated lhe Bank's premises withoul recourse as provisioned for in the lease
agreements being exercised. The likelihood of the amount being collected is doubtful,
and adjuslments ne_cessary by way of provisions for the uncertainty have not been
rncorporated in the financial statements_

ln the circumstances, the accuracy of the accounts receivable balance of
Kshs.2,637,847,618 as at 31 Decembei, 2018 could not be contirmed_

Reporl olthe Audlror-Gcneral on Kerrya posr Offce Savings Banklor the yeot ended 3l Decenber,2Clg
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2. Customer Savings and Deposits

As disclosed under Note 28 to the financial statements, the stiatement of financial
position reflects customer's savings and deposits accounts balance of
Kshs.20,018,428,732: (2017 - Kshs.18,901,102,775). However, the supporting
schedules provided rellects a balance of Kshs.20,'124,809,988 resulting to an
unexplained and unreconciled variance of Kshs.106,381,256.

Consequently, the accuracy of customer's savings and deposits accounts balane of
Kshs.20,018,428,732 as at 31 December, 2018 could nol be confirmed.

3. Property and Equiprnent

As disclosed under Note 26 to the financial statements, the stalement of financial
position reflects property and equipment balance of Kshs.2,360,260,77 5; (2017 -
Kshs. 1,7 1 4,998,1 72). The following issues were observed :

3.1. Land without Title Deed

As previously reported, included in the Land balance of Kshs.854,500,000, is a parcel
of land valued at Kshs.s,000,000 located in Dandora Phase ll allotted to the Bank in
1993. Physical visit to the land during the audit revealed that it continues to remain
unfenced and has since been encroached on by irrformal settlers. There is no evidence
of actions taken by managernent to secure the land and obtain a title deed. The Bank's
ability to access the land in the future as rts rightful owner is doubtful.

3.2. Land in Dleputs

Land Relerence No. 2O9/11908(l.R No.59328) in Nairobi, Upper Hill, Mara Road, and
registered in the Name of the Bank valued at Kshs.550,000,000 has its title deed
encumbered (The encumbrance was registered vide a caveat dated 15 August, 2014
claiming interest absolulely). Available inlormation indicates that this rela{es to an
ongoing court case No.2834 of 1995 between the Bank and anolher. The outcome of
the case had not been determined at ofthe date ofthe financial statements. however
management has not disclosed this by way of contingenl liability in the financial
statements.

ln the circumstance, lhe absolute ownership to the two parcels of land by the Bank
could not be confirmed.

4. Motor Vehicle without Log Book

Also included in the prop€rty and equipment balance of Kshs.2,360,270,775 as at 31
December, 20'18 are motor vehicles valued at Kshs.19,361 ,255. As roported
previously, the motor vehicles schedule includes a motor vehicle registration rxrmber
KAJ 078Y valued at Kshs.400,000 whose log book has not been issued to the Bank
by the National Transport and Safety Adhority (NTSA). This is despite the Elank having
paid the requisite duty to register the vehicle in its own name in November, 1997.

Reporl oflhe Auditor-General on Kenyo Post Ofrce Sovings Banklor the year ended 3l Decenber, 20lE
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ln the circumstances, the accurary of property and equipment balance of

ii.t'".i,s60r20,775 as'at 31 Decembei, 2018 could not be confirmed'

The audit was conducled in accordance with lnternational Standards of supreme Audit

il;tit 6;" 6sAii). t ", inalpena"nt of P-os] otrlce.Savings Bank management in

;;d;";'wilh fssAt 130-;; code of Ethics. I have fu]filled other ethical

["p"""ioiriti"i in accordance with the lsSAl and in accordance with other ethical

reqlirements applicable to performing audits oJ financial statements in Kenya-. I believe

tttat ttre audit evidence I have obtained is sufficient and appropriate to provide a basis

for my qualified oPinion.

Emphasle of llatter

Material Uncertainty Related to Golng Concern

The statement of comprehensive income reflects loss for the period of

fst's.I,S8S,OSS,239; (201?loss of Kshs.1,364,952,385) resulting in further g9qnilg
oi th. i"renr" reserve deficit to Kshs. 1 2,588, 1 90,81 6; (201 7-Kshs' 1 1, 020,457'848)'

Further, the statement of financial position reflects total assets and liabilities balances

of Kshs.14,083,708,567; (2017-kshs.13,361,911,330) and Kshs'23,276,530'380;
(r017-Kshs)1,g32,184,049) respeciively, resulting in negative shareholde/s.equity.of
kshs.s,192,s2i,813; (2017- Kstri.a,szo,zzg,glg). I also draw attention to Note 2 (e)

(i) on going concem which disdoses the Bank's firture performance is dependent on

i6stru&uriig and govemment support in defraying the losses incuned from the year

20121o2018.

These conditions, along with other matters as set forth in Note 2 (e) (i), indicate that a

material uncertainty eiists that may cast s'tgnificant doubt on the Bank's ability to

continue as a going concem.
My opinion is not qualified in respect of this matter

Key Audlt Matlors

Key audit matters are those matters that, in my professional judgement, are of most

signiticance in the audit of the financial statements. There were no key audit matters

to report in the year under review.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC

RESOURCES

Concluelon

Rqorl ofrhe Avditot4enetal on Kergn Pos, Olice Sovings Bqn*for the yeor ended 31 Decenb*' 201E

As rEquired by Article 229(6) of the constitution, b".4 on the audit procedures

pirfori.r.O, exoept for the matters described in the Basis for Conclusion on Lauftllness

lnd Etreaiveneis in Use of Public Resources sec{ion of my report, I confirm that,

nothing else has come to my attention to cause me to believe that public resources

have not been applied lawfully and in an effec{ive way.

3



x
1. Non-Adherence to One Third Rule of Basic Salary

:,illli;l;t:iljitrr,,E",nfi{"nllft #$:jli:['i:jfs,fi iil,::#ix.:
four (674) €mployees earne(

ir1'. ii"riptouioed for the anomaly'

2. High EmPloYee Cost

ContIary to the provisions of Section-26(l)(i)--"i.1*^P'blic Finance Management

iN-"iionirGovemment)n"g'Li'd'i015'thatrequires::tir"#,*:J'J,n"Jl[l*;
ffi t1;; gsTo' or ievenuei"*i,i:l[ 

.?131.'?; rn;, i.t,rt,
Kshs.1 ,185,075 ,279 or 92o/o

The audit was conduc,ted in accordance. with rssAr 4ooo. The standard requires that I

comply with ethical requrremJilslii pr"n and'performJhe audit to obtain assurance

about whether tt" "o''n'"Jiti"illilians""tions'and 
information reflected in the

iianciatstatem"n,",'"'".i''lf'1"#'JX1li:f 
lif""ff *#1S':"StH;il"i

oovern them. I believe th

ffiil;i;i; p,o'iJ" 
" 

basis for mv conclusion'

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS' RISK MANAGEMENT

exbbvenelu covERNANCE

Conclucion

As required by sec'tion ,lq;l 
?lf?j#1r",3:t"),Alij:,lrl;,i"lLX ,r^* fi

iJ1T'L'fiff,-,:#iiiLfffll]lll;i:?';;;;G;"nt ano oJeritsovernance v,ere not

Basls for Conclusion

efiective.

Basis for Concluslon

conclusion

The audit was conducted in accordance with |'SSAI'2315 and ISSAI 2330' The

standards require that r pr'n 
"n'iil'iJiriine 

auoit.to,obtain assurance about whether

effective processes ano svsieiS?-ini"in"r control' risk management and overall

oovemance were operatng lFlE'Irv"iii'iiimaterial re.sPects' I believe that the audrt

Evidence I have obtained 't'Iffi"iti"t 
and appropriate to provide a basis for my

Responslbilities of Management and Board of Dlrectors

:rr::n:*:*"r**5fi 
"n:ii:l"litliliHiJiJ:iifi 

:i:,:I;:'LP#
##ffiilil-eteaive intemal control as m.anageqen

anable the prepmtion ot nn"'15"i"-t"i"'"nt" tn"1f,Ig f1e€ from material misstatement'

Repo ofthe Ardi,or"Ceneral on Kctya Post Affce Srrvings Bdrt lot theyeot ended jl December' 2016
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r
whether due to fraud or enor and for its assessment of the effectiveness of intemal

control, risk management and overall govemance.

ln preparing the financial statements, management is responsible for assessing the

Sahk,i aOitil to conilnue as a going concem, disclosing, as applicable,.maftars related

il;;i"tJ;m ana using-thJgoing Pncem basis of accounting unless the

maiagi'ment either intends to tquiaite the Bank or to oease operations ' 
or have no

realistic alternative but lo do so.

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit
Act,2015.

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, management is also responsible for ensuring that the
activities, finarrcial transac.tions and information reflected in the financial staternents
are in compliance with the authorities which govem them, and that public resources
are applied in an efiective way.

The Board of Direcrtors is responsible for overseeing the financial reporting process,

reviewing lhe effectiveness of how the Bank monitors compliance with relevant
legislative and regulatory requirements, ensuring that efiective processss and slrstems
are in place to address key roles and responsibilitbs in relation to overall govemance
and risk management, and ensuring the adequacy and effectiveness of the control
environment.

Auditor€onoral's Responclbllltles for the Audlt

The audit objectives are to obtain reasonable assuran@ about whether the financial
statements as a whole are free frorn material misstatement, whether due to fraud or
enor, and to isoue an auditofs report that indudes my opinion in accordance with the
provisions of Section 48 of the Public Audit Act, 2015 and submit the audit report in
compliance with Article 229(71 of the Constitution. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with
lSSAls will always detect a material misstatement and weakness when it exists.
Misstatements can arise from fraud or enor and are considercd material if, indMdually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financhl statements.

ln addition to the audit of the financial statements, a compliance audil is planned and
performed to express a conclusion about whether, in all material respects, the
activities, ftnancial transactions and information reflected in the financial statements
are in compliance with the authorities that govem them and that public resources are
applied in an effective way, in accordance with the provisions of Article 229(6) of the
Constitution and submit the audit report in compliance with Article 229(7) of the
GonstiMion.

Repod of the Audttor4emrul on Kezya Pa Ofrce Sovittgs Banhlor the yeo endedil DecembeL 2018
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Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider intemal control in order to give an assurance on the
effectiveness of intemal controls, dsk management and overall govemance processes
and systems in accordance with the provisions of Section 7(1Xa) of the Public Audit
Act, 2015 and submit the audit report in compliance with Article 229(7) of the
Constitution. My consideration of the intemal control would not neessarily disclose all
matters in the intemal contol that might be material weaknesses under the lSSAls. A
materialrrveakness is a condition in which the design or operation of one or more of the
intemal mntrol components does not reduce to a relatively low level the risk thal
misstatements caused by error or fraud in amounts that would be material in relation
to the financial staternents being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions.

Because of its inherent limitations, inbmal control may not prevent or detect
misstalements and instances of noosmpliance. Also, projections of any evaluation of
efiactiveness to future periods are subject to the risk that controls may become
inadequale because of changes in conditions, or that the degree of mmpliance with
the policies and procedures may deteriorate.

As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

. ldentify and assess tre risks of material misstratement of the financial statements,
whether due to fraud or enor, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide
a basis for my opinion. The risk of not detecling a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the ovenide of intemal
control.

Evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by the management.

Conclude on the appropriateness of the management's use ol the going concem
basis of accounting and, based on the audit evidence obtained, whether a material
uncortainty exists relabd to events or conditions that may cast significant doubt on
the Bank's ability to continue as a going concem. lf I conclude that a material
uncertainty exists, I am required to draw attention in the auditor's report to the
related disclosureo in the linancial statements or, if sucfr disclosures are
inadequate, to modifo my opinion. My conclusions are based on the audit evidence
obtained up to the date of my audit report. However, ftrlure events or conditions
may caus€ the Bank to cease to continue as a going concem.

Evaluate the overall presentation, structure arld content of the f nancial statements,
including the disclosures, and whether the financial stiatements ropresent the
undertyirB tansactions and events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evlJence regarding the financial information and
business ac'tivities of the Bank to e)eress an opinion on the financial statements.

a

a

a

Repofi of,he Auditor4enerul on Keaya Post Afrce Sqvingr Bqalcfor the year ended 3l Dece ber,201E
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. Perform such other procedures as I consider ne@ssary in the circumstances'

lcommunicatswiththemanagementregarding,.amongothermatters,theplanned
scooe and riming of ths audf;il;ii"inE"r,t "iiitnnd.i-ngs, 

including anv signiflcant

i#ffi;;ilni"r"r"onttoitttit ari identifiea during the audit'

lalsoprovidemanagernerrtwithastatementthatlhavecomoliedwithrelevantethical
requirements regaroing inoep"Ioliil"nd to *..rnicate wittr them all relationships

and other matteG that ,"v *;"i-n"l]l, ue ttrougttt to b€ar on my independence' and

where applicabh, related safeguards'

Nan ung
AUDITOR€ENERAL

Nalrcbi

14 Augu3t,2020

Rep,,.rl ol tl? rldttotacnqal oD Ke'Ya P.x,t Ofrcc Saltr/,gt Bonhfor 
'ts 

yeo eded 3l
7

Dcccaber.20lE





Kenyo Posl Ofrcc Sovings Bank
Annual ruporl and frna cial srolements

For the year ended 31 December 201E

STATEMENT OF COMPREIIENSIYE INCOME

Notes
2018
Kshs

651,332,250 6',13,949,630
(567.955.405)

2017

Krbs

Interest income

lnterest exp€nse

Nel intereJt lncome
Fees and commission income
Fees and commission expense

Net Fees snd commission income
Net trrding income
Foreign exchange income

Other Operating income

Net Operating Income
Operating Cosr
Impairment loss on loans and advances

Employee expenses

Board expenses

Operating oxpenses

Deprecistion expenses

Amortisation cost-Intangible Assets

Amortisation cost- Treasury Bonds

Other expenses

Totll Operrting Costs

Loss boforc income trr
Income tax €xpenser

Loss for tbE period

(29,180,8s0)

6 443,836,3t3
? ____-130-zttl8E)

413-594.725
384.413.E74

8 86,244,958
9 tl2,924,272

4

5 (68 5 t1 l00l
105,994J75
433,288.043

1SR S0R)

4to.929.535
515.923-760

84,979,563
121,57E,878

583,583,1& 723,482201

l0
ll
lz
t3
26

27

t4
t5

(12,000,000)
( 1,185,075,27e)

(1,7.07 ,706)
(402,037,162)
(178,300,03 7)

(19,436,076)
(1 7,s69, t l6)
(3l6ll6t68)

(2.172.6R' 141)

(1,sE9,099,239)
o

(r.589.099t39)

( 13,000,000)
(1,192,722,658)

_ (1J13,68$ _.
(4t1,076,442)

(94,501,s99)
(18,627,072)
(22,t?2,908')

(314-970.222\

_/40!!.4.t4d!0)
(rp64,9s2,38s)

(1364.95238s)

iThe Bank is exempted from paying corporate tax€s 8s per the Income Tax Act Cap 470 First

schedule Part l.

A total of Ksh I 8,1 l3,l 16 was collected from tenants during the year, being service charge

income, to defray common shared cost in maintaining Postbank buildings.
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Kenya Posl Oflice Savings Bank
Annaal reporl anC linancial slatemenls
Fat lhe ended 31 December 2018 "

ASSETS
Cash

Funds on Call and Short Notice
{nvist$s:t in-Tr:asury Bills and Bcnds
Invcstmcnt Propsrty
Stocks
Other Investments
Accounts Receivables
Prepayments & Other Assets
GOK Pcnsion Reserve Firnd

Property and Equipment
Intangible Assets

Totrl Assets

2,360,260,775
53,280,858 66,145 ,53 I

t4.083.708567 13351.9r1330

Notes

l6
19

2t
22
23

24

25
30

26

27

?8

29
30

3l

2018
Kshs

|,031 ,7 t9,792
62,707,843

4,499,t35,46'
|,002,390,225

t3,147 ,187
3,986,87s

2,637,847,618
2,419,230,92s

2017
Kshs

626,307,465
35,579,852

4,?73;O4\C_<A
896,790,225

t2,993,081
4,124,000

2,723,O77 ,613
2,434,472,114

74,381,227

t,714,998,172

LIABILITIES
Customer Savings and Dcposits
Accounts Payables & Accruals
GOK Pension Reserve Fund

Totd Llrbilities

SEAREHOLDERS'EQUTIY
Capital Grants
Revaluation Rcservos
Change in Fair Valuc for Bonds AFS
Revonul Rqsar.ves . .. ..

Total Shareholders' Equity

20,018,428,733
3,084,806,47s

1E,901,70?.,77 5

3,031,081,874
173,295,172

23,276,530,380 2l 932 184,649

30b

0?0,45?,848)
(8,570,273 ,319)

TOTAL LTABILTTIES & SHAREEOLDERS' EQUr 'r4,083,708,s67 . 1336r,911 130

28,379,957

3,27 |,360,210
95,628,836

_ll?,_5!!J_29.!lO
(9,192,821,813)

t2,90?.037
2,388,250,796

49,026,696

(-

Thc financial statemcnts on paBes l8 to 59 wer€ spproved and authorised for issuc by thc Board
of Directors on 2019 and were s on its behalfby:

Managing Director 6 Head of ance Director
Evelyn T Madigu
ICPAK Member No 6915

. Ms. Anne IM KaranJa
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Kenya Post Offtce Savings Bank
Annual repo andftnanclal stalement
For the ended 31 December 20IE
STATEMENTO F CHANGES IN EQUITY

At lst January 2017
loss for the year

Additions of Treasury Bond during the year_-AFS

Capital Grents Revaluation ge in Fair Reyenue TOTALS
Resenes Reserves
Kshs Kt Kshs

12,907,037 2,388,250,796 ?7,098,028 (9,s99,3s1,297)

n
I
I

Fbhs

(r,364,9s2,385)

IGhs
(7,1?1,09s,436)
(1,364,9s2,385)

21,928,668Prior ad ts
At 3lst December 2017

At lst January 2018
Loss for the year

Additions of Capital grant during the yeer (i)
Revaluation s'.rplus-Property aad Equipment (ii)
Change of Treasury Bond during the year -AFS
Prior year adjustnents (iii)

L2,907,037 2388250,196
l

-49,02

t5,472,920

883,109,414

?1,928,668,t

5 154 16
0,796 '49,026 1,020,457696

6,696 (11,020,457,8{8)
(1,589,099,239)

,602,r40
10,868,671

12,907,037 23

:l

'l

(g

{

56 154 16

73319

(8,570,273J19)
(r,589,099,239)

1s,472,920

883,109,414
46,602,140

I 0,868,671Prior
^d

ustments tv
At 3lst December 2018

600 10,497 600
28379

r0 497
573 7t 60,2r0 5 62 12 190 81

lntemational 8th December 2018.

ling Institu ;Trust Bank during the year i

contributions Pension scheme

68
'83 192 821 I3

(i) Addition of Capital grant relate to receipts frorri WoAO Savings Bank
(ii) The Bank revalued it,s property and Equipmerit in December 2017
(iii) Prior year adjushnent of Kshs l0,g6g,62 l relaies to receipts from ai
(iv) Prior year adjusrnent of Kshs 10,492,600 relai:s recovery of NSSF

-/
i

i
I

.a

l

,l

I

t
i
''I

I
i:'
J
i6
i:

il

!
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I

Kcnyo Pos Ojfb. Sqvtn$ BoDk
A nnaal rcport and tlruclal stdcmcnts
For thc crldcd 31 D.ccmb.r 20IE
STATEMENT OF CASH FI,OWS
CASE FI.OWS FROM OPERATING ACTTVTNES

!

I 2018
Kshs

(1,589,099239)

r97,1?6,t13
(73,651,146)

(7,363)

t37,t25
2t,36627 t

2017
Kshs

(1,364,952,38s')ProfiUfl-oss) for the ycar
Adjustments fori
Depreciation
Rental Income
Dividend incomc
Appreciation/Dimioution in valuc ofquoted investments i
Prior year adjustments i

Operating profiUQoss) beforc lvorking capital change_J

(Increase/ Decrcase in Accounts Receivables & prepaynierrts
(lncreaseyDccrcase in stocks
Incrcasey'(Decrcase) in Accounts payables & Accruals
Increase/(Decreasc) Customer Savings and deposits
lncrease(Decrcase) GoK Pcnsion Rescrve fund account
Net cash flows from opcrating sctivities

CASH FLOWS FROM INVESTINC ACTIVITIES
Purchase of Property and Equipment
Write back on Depreciatioo
Change in fair Value for Bonds AFS
Rental income
Dividend Income
Net cash flows from inyesting actiyities

CASH FLOWS FROM FINANCING ACTIVITIES
Receipts fiom WSBI
Net cash floras from llnancing activities

Net increas€ in cash and cash equivalents
Cash and cash equivalcnts at the beginning ofthe year
Cash rnd cesh cquiv.hnt tt thc cnd ofthc ycar

The ,ates on poges 21 to 62 fom an i egrat p@, o/thes4,fnqncial staterrlents,
i-^

i

Notc

26

20

3l

9

9

9

I t3,228,671
(86,557,s26)

(23,940)
(431,600)

(56,t 54,166)
(r,443,51Er39)

100,471,185
(rs4,106)

53,724,601
1,tt7,325,957

247 ,676399

(1,394,E90,946)

336,945,458
3,E05,783

250299,693
956,437,922

(258323 2s8
7552s,7n (l0s,72sJ4E)

(62,624 ,630)
0

46,602,t40
73,65t,146

'1363

57,636,019

(21,3 83,150)
(692,944)

21,928,668
86,557,526

23,940
86,434,040

I 1s,472920 0
15,472920

148,634,736
s ,434,929 ,367

(19291,30E)
s,454220,67 5

0

32
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Kcnya Post OlJice Savings Bank
Annual repofi and linanctal stotcments

&t the yegt ended ll December 2018

STATEMENT OF COMPARISON OF BUDGET AIID ACTUAL

Acturl

Kshs

Budget

Kshs

Vrriance

Kshs
Interest income 651,.132,250 ?20,602,344 (69.270,094) -10v.
lnterest expense (680,513,100) (600,000,000) (80,5 r 3,100) 13Yo

Net interest income (29,180,8s0) 120,602J44 (r49,78J,r94) <l00Yo
Fees and commission income 443,836,3 r 3 648,745,812 (204,909,499) -1296
Fees and commission expense (30,241.588) (28,862,876) (1,378,7t2) 5o/o

Net Fees and commission income 413,:94,725 619,882,936 (206,288r r 1) -33Yo
Net trading income 384,413,874 140,485,280 (3s6,071,406) 480/"
Foreign exchange income 86,244,958 99,067,092 (t2,822,134) -t3Y.
Other Operating income lr2,924,272 222,849,s00 (109,92s,228) -490/,
Net Operating Income 583,583,r 04 |,062,40r,872 (478,8r8,768) -45v.
Operating Costs
lmpairment loss on loans and advances (r2,000,000) (12,000,000) 0 0%
Employee expenses (t.18s,07 5,279) ( I ,073,851,804) (lr1,223,475) 10%
Board expenses (t ,707,706) (r r,520.700) 9,812,994 -85%
Operating expenses (402,037,162) (504,970,004) 102,932,842 -20Yo
Depreciation expenses (178,300,037) (120,467,060) (s7,832,977) 48%
Amonisation cost-Intangible Assets (19,416,076) (28,399,451) 8,963,37s -37o/o

Amortisation cost- Treasury Bonds (r7,569,1t6) (19,683,996) 2,114,880 -l lo/o
Other expenses (3s6,556,968) (391,714,500) 35,157,532 9%
Total Ope rating Costs (2,r72,682)43) (2,162,607,515) (r0,074,828) 0%
Loss before income trr (158e,0e9239) (1,100.20s,643) (488,893,s96) 44o/o
lncome tax exf,ense' 0 0 U
Loss for the period 1,5E9,099,239 (r,ruu,zos,64J) (4UU,dyJ,sy6) qC"/o

I

*'fhe Bank is exempted fiom paying corporate taxes as per the Income Tax Act Cap 470 Fim schedule Part l.
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Kenya Post Office Savings Bank
Annual rcporl and financial s.tatemenls
For lhe year ended 3l Decembet 20lE
NoLs lo lhe Financial Sratehents

I GEI\TERALINFORMATION
Kenya Post OIfice Savings Bank @ostbank) is established under an Acr of parliament CAp
4938 ofthe laws ofKeny4 and is domiciled in Kenya and is wholly owned by the
Govemment ofKenya

Postbank is primarily engaged in the mobilization ofsavings for national development and
operates under the Kenya Post Office Savings Bank Act Cap 4938. In addition, the Bank
offers other financial services such as remittance, collections and disbursement serviccs.

For Kenyan Companies Act reporting purposes, the balance sheet is represented by the
statement offinancial position and the profit and loss account by the statement of profit or
loss and other comprehensive income in lhese financial statements

2 S['MMARY OF SIGMFICANT ACCOUNTING POLICIES

s) Strtement of Compliance
The financial statements have been prepared in accordance with Intemational Financial
Rcporting Standards (IFRSs) and Intemational Accounting Srandards 0AS). The financial
statcments were authorised for issue by the Board on 2lst Jaauary, 2019.

The financial statements comprise ofstatement ofcomprehensive incomc, statement of
financial position, statement ofchanges in reserves, statement ofcash flows, and notes.

b) Basis of Measurement
Thc financial statements have been prepared in compliance with Lnternational Financial
Reporting Standards (IFRS) based on the historical cost convention. The bank revalued its
property and equipment in December 2017.

c) Furctionel rnd Presentation Currency
Thcse financial statements are presented in Kenya shillings (Kshs), which is the company's
functional currency. Items included in the finarcial statements are measured using the
currency of primary economic environment in which the entity operates i.e. Kenya shillings.

d) Use of Estimates and Judgment's

The preparation offinancial statements requires management to make judgment,s, estimates
and assumptions that affect the application ofaccounting policies and the reported amounts
ofass€ts, Iiabilities, incomes and expenses.

The estimates and assumptions are reviewed on an ongoing basis. Revision to cstimates are
rccognized prospectively
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Kenya Post Ofiiee Savings Banh
Annual rcport and ftnancisl slalements
For the year eaded 31 December 2018
Noles lo the Fhancial Slalements

2 SUMMARY OF SIGNTNCANT ACCOUNTING POLICIES (CONTINI]ED)
e) Assumptions rnd Estimation of Uncertrinties

(i) Going concern
The Bank operates with the intention ofbeing in business in the next 12 months and in the

foreseeable future. The management runs the day to day activities by ensuring that asscts arc

realized and Iiabilities honoured in the normal course ofbusiness.

However, the Bank's future performancc is dependent on restructuring andgovernment

suppod in defraying th€ incured losses fiom the year 2012 to 2018 amounting to Kshs.
(12,578,873,332) in accordance with KPOSB Act cap 4938 section l3 (l).

Note l0- Impairment loss on deposils, loans and advances

Note 2.2 (s)- Recognitions and measurement of contingencies: Key assumption about the
likelihood and magnitude ofan outflow ofresources

(ii) Critical judgment in applying the entity's accounting policies 1.28E+09
Estimates and judgments ar6 continually evaluated and are based on hisorical experieocc and

other factors, including expericncc of furure events that are belicved to be reasonable rmder
tle circumstances.

In accessing the nced for coltective loss allowances, management considers factors
such as:

. Credit quality

. Portfolio size

. Concentations
, Economic factors

Note 26- Deprecialion ofequipment and intangible assets. The Bank reviews the useful life
of its property and equipment and intangiblc assets at the end ofcach financial period
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Kenya Pon Offrce Sayings Bank
Annual ruport and rtnoncial statements
Fot the yeat ended 31 December 2018
Notes to the Financlal Statements

2 ST]MMARY OT SICNIT'ICANT ACCOUNTING POLICIES (CONTINUED)
f) Changes in occounting policies and disclosures
Nere sttndards and interpr€tstions not y€t adopted

IFRS 16: Leases

The standard, which was issued in January 201 6, will upon implementation result in almost all
leases being recognised on the statement offinancial position, as the distinction between
operating and finance leases is removed.
IFRS 16 introduces a single, on-balance sheet lease accounting model for lessees. A lessee
recogniscs a right-of-use asset representing its right to use the underlying asset and a lease
liability representing its obligation to make lease payments. There are recognition exemptions
for short-term leases and leases of low-value items. Thc accounting for lessors will not
significantly change.

IFRS 16 replaces existing leases guidance, including IAS l7 Leases, IFRIC 4 Determining
whether an Arrangement contains a Lease, SIC- l 5 Operating Leases - Iocentives and SIC-22
Evaluating the Substance ofTransactions Involving the Legal Form ofa Lease.

The Bank has assess'rd the estimated impact thar the initial application oflFRS l6 will have
on its consolidated f,nancisl statements, as d€scribed below

a) Leaseo in whicb the Bank is a lessee

The Bank has completed an initial detailed assessment of the potential impact on its
consolidated financial statements. The actual impact ofapplying IFRS l6 on the financial
statements for the finarcial year ending 3l December 2019 will depend on:

i) the final reconciliation ofthe ofthe Bank's leases' portfolio
ii) thc Bank's assessmenl ofwhether it will exercise any lease renewal options; and
iii) the extent to which the Bank chooses to utilise practical expedients and recognition
exemptions available under the standard

The Bank will recognise new assets and liabilities for its operating leases of Group premises
and equipment. The nature of expenses related to these leases will now change because IFRS
l6 replaces the straight-line operating lease expense with a depreciation charge for right-of-
usc assets and interest expense on lease liabilities. Previously, the Bank recognised operating
lease expense on a straight-line basis over the term ofthe lease, and recognised assets and
liabilities only to the extent that there was a timing difference between actual lease payments
and the expense recognised.

As at 3 I December 201 8, the Bank's future m inimum lease payments under non-cancellable
operating leases amounted to Shs I l5 million
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Kenya Post Ofrce Suvlngs Bank
Annual report old tinonclal statements

Fot lhe year ended 3l December 2018

Notes to the Flnanclal Statementt

2 SUMMARY OF SIGNITICAI\T ACCOUNTING POLICIES (CONTINUED)
f) Changes in accountlng policies and disclosures (contlnued)

New strndards snd lnterpretations not yet rdopted

IFRS 16: Leases (continued)
b) Transition

The transition provisions of IFRS I 6 allow an entity not to restate comParatives. The Bank

will elect not to restate comparatives but instead adopt IFRS l6 on I January 2019 using a

modified retrospective approach. Therefore, the cumulative effect ofadopting IFRS l6 will be

recognised as 8n adjustment to the opening balance ofretained eamings at 1 lanuary 2019,

with no restatement of comparative information.

The Bank has assumed an sverage incremental rate of l00Z on all its operating leases.

New snd amended stendrrds adopted by the Bank

The Bank hns applied the following standards and amendments forthe first timc for their

annual reporting period commencing I January 201 8

D IIRS l5 Revenue from Contracts with Customers

iD IFRS 9 Financial Instruments

iii) Annual Improvements 201 5-2016 cycle
iv) Transfets of investment property - amendments to IAS 40

v) Interpretation 22 Foreign Cwrency Transactions and Advance Consideration

The Bank changed its accounting policies and made certain retrospective adjustments

following the adoption of IFRS 9 and IFRS 15. Mosr ofthe other amendments listcd above did

not have any impact on the amounts recognised in prior periods and are not exPected to

significantly affect lhe currenl or future periods.
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Kenya Post OJfrce Sovlngs Bdnk
Annusl rupofl Md fuancial stalements
For lhe year ended 31 December 2018
Noles lo lhe Financial Slatemenls

2 SUITIMARY OF StCNtFtCANT ACCOUNTTNc pOLTCTES (CONTINUED)
D Chsngas in sccountirg policis rDd disclosurc! (continued)

New rnd smcodcd stsndrrds sdopted by the Brok (Contirued)
IFRS I 5 rcvenue lrum Contmcts teith Cuslomcrs (I FRS I 5)

IFRS l5 provides a single, principles based five-step model to be applied to all contracts with
customeB (except for contracts that are within the scope ofthe stardards on leases, insumncc
contracts or financial instruments). lt replaced the existing revenue standards and their rclatcd
interpretatioDs

The five stcps in the modcl are as follows:
. Idcnti! thc contract \xith the customer
. Identiff the performance obligations in the clrtract
. Determinc thc transaction price
. Allocale th€ transsction prica to the performancc obligations in th€contracts
. Recognisc revenuc whcn (or as) the eotity satisfies a performance obligation.

The core principle of Ir'RS l5 is that an entity will recognise revenue to depict thc transfer of
promised goods or services to customers in an amount that rcflccts the consideration ofwhich
the entity cxpects to be entitlcd in exchange for those goods or services. The standard
incorporaes a fivc step analysis to Jetermine the amountand
timing of revcnuc recognition.

Because the standard does not apply !o revenue associated with financial insruments, it does
not impact th€ majority ofthe Bank's revenuc streams. The Bank has reviewed the contracts
with customers within fie scope of IFRS l5 and concludcd that rhe adoption of IFRS l5 did
not have a malerial impact on the Bank's revcnuc rccognilion critcria and there wcre thcrcforc
no transition adj ustrnents requifed.

IFRS 9 - FinancLsl It strumenls
The Bank has adopted IFRS 9 as issucd by the IASB in July 2014 with a date oftransition of I
January 201E, which resulted in chang€s in acmunting policies and adjustments to the amounts
previously recognised in the financial statements. The Bank did not early adopt any ofIFRS 9
in previous periods,

As permitted by the transitional provisions ofIFRS 9, the Bank elecred not to resratc
comparative figures. Any adjustments to the carrying amounls of financial assets and financial
liabilities at the date oftransition will recognised in the opening retaincd earnings and orher
res€rv€s ofthe curr€nt period. The comparative financial information was prcpared on an IAS
39 basis whilc the 20lE information is prescnted undcr IFRS 9basis.

The Bank is still accessing the impact of IFRS 9 on its financial statements
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Kenya Posl Oflice Savings Bank
Annual report dnd financial slatements
Fot the year ended 3l December 2018

Noles to lhe Flnanciol SYalements

2 SUMMARY OF SIGNINCAIIT ACCOTJNTING POLICIES
2.2-Principal accounting policies
The principal accounting policies adopted in the prcparation ofthese financial statemenB
have been applied consistently over l.he years

a) Revenue Recognition
lncome is recognised on an accrual basis

i) Interesl
lnterest income and expense are recognised in the statement ofcomprehensive income
using the effective interest method. The effective interest rate is the rate that exactly
discounts the estimated future cash payments and receipts through the expected life ofthe
financial asset or liability (or, where appropriate, a shorter period) to the carrying amount of
the financial asset or liability. The effective interest rate is established on initial recognition
ofthe financial asset and liability and is not revised subsequently

The calculation ofthe effective interest rate includes all fees paid or received, trarsaction
costs, and discounts or premiums that are an integral part ofthe effective intcrest rate.

Transaction costs are incremental costs that are directly attributable to the acquisition, issue

or disposal ofa financial asset or liability.

Interest income and exp€nse presenled in the statement ofcomprehensive income include:

. lnlerest on financial assets and liabilities at amortised cost on an effective interest ratebasi

Interest on available-for-sale investment securities on an effective intcrest basis; and

Interest income and expense on a.ll trading assets and liabitities are considered to be

incidental to the bank's tmding operations axd are presented together with all other
changes in the fair value oftrading assets and liabilities in nct trading income.

ii) Fees and commission income

Fees and commission income and expense are recognised on an accrual basis when the
service has been provided .Fees and commission income that are integral to the effective
interest rate on a financial asset or liability are included in the measurement oftle
effectivc interest rate

Other fees and commission income, including account servicing fees, are recognised as

the related services are performed
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Kcnya Pofl Otfrce Savings Bank
Annual rcpoa and fnanclal statements
Fot ,he !aa, 3l Decernhet 2018

Noks to thc Flnancial Statements

2 SUMMARY OF SIGNIFICA|IT ACCOUNTING POLICIES (CONTINUED)
b) For€ign currctrsy tratrssctions

Transactions in foreign currencies during the year are converted into Kenya Shillings at
rates ruling at the transaction dates. Monetary assets and liabilities at the reporting date
which are er<pressed in foreign currencies are translated into Kenya Shillings at rates ruling
at Olat date.
The rcsulting differences from conversion and translation are dealt with in the statement of
comprehensive income in which they arise

Non-monetary items that are measured in terms ofhistorical cost in a foreign currency are
translated rsing the exchange rates as at thc dates ofthe initial transactions ifany. Non-
monetary items measured at fair value in a foreign currency are translated using the
exchange rates at the date when the fair value .was determined ifthere is any.

c) Employee benefits

Thc Bank operates a defined contribution scheme whose funds are held in a separate trustee
administercd and guaranteed scheme managed by an approved investment company. The
pension plan is funded by contributions from the employees and the Bank. The bank's
contributions arc charged to profit or loss in the year to which they relare.

d) Property, phnt eod equipmeut
(i) Irv6tmcnt Property ####
The Bank has classified some of its Properties according to IAS 40 -lnvestment Properties. The
srandard rccognizes properties which are solely held for rental purposes or capital appreciation in the
long term or both. For mixed use propeny, those partly occupied by the owner and partly rented oul
the percentage ofoccupation determines its classification as per the IAS 40.10. If the perc€ntage is
significant then it falls under Plant, Properties and Equipment (PPE) but whcre insignificant it falls
under Investnent Properties.

Though the standard is silent on definition ofsignificant, the assumption ofmoteriality will guide
while determining tre threshhold. Anlthing greater lhan I0% will greatly influence the decision
maker. In lhe case ofthe Bank, the percentage of usage for Karura Training centre, Upper Hill
propefties and Dandora Plot is insignificant, hence classified under lnvestment Properties contrary to
owner occupation at Postbank House Nairobi (49%); Postbank Mombasa (25%); Postbank Nakuru
(50%); and Postbank Eldoret (100%) which is significant, and falls under Plant Property and
Equipment (PPE).

Equally lhe Intemational Accounting Standard (lAS l6) - considers Plant, Properties and Equipment
(PPE) as tangible assets held for use in production or supply of goods or services, for renlals to othen,
or for administrative purposes and are expected to be used for more than one period. 'Ihe standard also
allows a choice ofaccounting model to use either cost model or revaluation model. In our case we
opted for revaluation model.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
d) Property, phnt snd equipment
(ii) Reveluation and Cost Model
The Bank has used the Revaluation and depreciating model tbr tznd and Buildings while for all
other classes ofassets, Cost and depreciating model has been applied as per IAS 16.

(iii)Property ard Equipment and Depreciation
l.casehold properties for which the lease has 99 years or more to run are stated at cost or valuation
and are not dcpreciated. Other assets are stated and deprcciated at cost,
Depreciation is calculared on a sfaight-line basis, at rates estimated to write offthe assets ovcr
their expected useful lives.

The followin de iation rates are used

(e) Intengible assets

Software licence costs and computer software that is not an integal part ofthe related hardwarc are
initially recognised at cos1" and subsequently carried at cost less accumulated amortisation and
accumulated impairment losses. Costs that are direcdy attributable to the production ofidentifiable
computers software products controlled by the bank are recognised as intangibleassets.

f) Amortisetion and implirment of itrlsngible assets

Amortisation is calculated using the straight line method to write down lhe cost ofeach licence or
item ofsoftware to its residual value ovet its estimated useful life using annual ra1€ of 2oo/o.

g) Stocks
Stocks comprise ofstationery and drugs in the staffclinic which are valued at cost.

h) Cesh and c-ash equivalentr
Cash and cash equivalents for the purposcs ofthe cash flow statement comprise cash and bank
balances net ofbank overdraft, deposits in commercial bank and financial irstitutions and
Trcasury bills, treasury and corporate bonds as at the balance sheet date.

Category Rate p.a.
Buildings 2.5o/a

Show stands 20.0%
Motor vehicles 25.tr/o
Furniture and finings 12.s%o

Electronic of6ce equipment 20.oo/.

Non-electronic oflice equipment 12j%
Computer hardware 20.u/o
Computer software 20.o%
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
i) Fixed interest investments (bonds)
Fixed interest investments refer to investment funds placed under Central Bank ofKenya (CBK)
long-term inliastructure bonds and other corporate bonds with the intention of eaming interest
income upon the bond's disposal or mEturity. Fixed interest investments are freely traded at the
Nairobi Securities Exchange. The bonds are measured at fair value through profit or loss.

j) Quoted itrYestmetrts

Quoted investrnents are classified as nonrurrent assets and comprise marketable securities tad€d
freely at the Nairobi Securities Exchange or other regional and intemational securitiesexchanges.

Quoted investments are slated at fair value

k) Trade and other receivables
Trade and other receivables are recognised at fair values less allowarces for any uncollectible
amotrnts. These are assessed for impairment on a continuing basis. An €stimate is made of
doubtful receivables based on a review ofall outstanding amounts at the year end. Bad debts are
written offafter all efforts at rccovery have been exhausted.

l)Tuaticn
The Bank is exempted from paying corporate taxes as per the Income Tax Act Cap 470 First
schedule Part L

m) Trade ud other payables
Trade and other payables are non-interest bearing and are carried at amortised cost, which is
measured at the fair value ofcontractual value ofthe consideration to be paid in future in respect
ofgoods and services supplied, whether billed to the entity or not, less any payments made to the
suppliers.

n) Retirement benerit obligatiotrs
The bank operates a rctirement benefits plan for its employees, the assets of which are held in a
separate trustee administered scheme managed by a Fund Manager. The contributions made by the
Bank both to the Defined Benefit and l)efined Contribution retircment scheme and to the
Provident Fund are charged to.the profit and loss account in the year ofcontribution.
From year 201 l, the Bank and the employees also contribute to the National Social Security Fund
(NSSF), a national defined contribution scheme. Contributions are determined by local statut€and
the company's contributions are charged to the profit and loss account in the year to which they
relate
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Z SUMMARY OF SIGNIFICANT ACCOI.INTING POLICIES (CONTINUED)

o) Short term employe€ benefits
The estimated monetary liabilify for employees' accrued annual leave entitlement at the balance

sheet date is recognised as an employment cosl accrual.

p) Forelgn Currency Transactions

On initial recognition, all transaclions are recorded in the functional currency (the currency ofthe
primary economic environment in which the bank operates), which is Kenya Shillings. Foreign

currency transactions during the year are converted into Kenya shilling equivalent 8t rates ruling

at the transaction date.

Assets and liabilities at the statement of financial position date which are expressed in foreign

currency are translated into Kenya shitlings at the rates ruling 8t the transaction date. The

resulting differcnces fiom conversion and trsnslation ffe dealt with in the profit and loss account

in the year in which they arise.

q) Revaluation Reserve
The revaluation reserve relates to property and equipment. 'I'he reserve is non'distributable.

Revaluation reserves are made up ofperiodic adjustments arising from fair valuations of
Propcrty and equipment. Movement in the revaluation reserve are shown in the statement of
changes in equity is Kshs 2,898,'140,877

The Bank revalued Land, Buildings, Motor Vehicles, Fumiture & l'ittirrgs, Electronic Offrce

Equipment's, Non Electronic O{fice Equipment's and Computer Hardware on an open market

basis by professional valuers, Realty Vatuers East Africa Limilcd as at 29th December 201 7. The

book values ofthe properties were adjusted to the revaluations, and the resulting surplus, was

credited to the revaluation reserve.

r) Revnue Reserve
This represents undistributed profits/accumulated losses fiom current and previous years

including prio,r year adjustmcnts. The accum ulated loss as at 3l sl December 2018 is Kshs
(t2,s78,87 5,332\.
s) Contingent Liabilities
Litigation is a common occurrence in the banking industry due to the nature ofthe busincss.

Although there may be no assurance, the Directors believe bascd on the information available and

advice from the legal experts that the claims will be defended successfully and therefore no

provision has been made in the financial statement.

The significant claims are described below:

(i) Adella Kavisa & 73 others -vs-PostBank: Kshs. 166,084,453/= pension claim from retirees. It
is not expected to be finalized next year.

(ii) PostB&nk - vs - Simiyu Wasike: The land in dispute involves Postbank and Simiyu Wasike. It
is in Upper Hill. The value of the property was Kshs. 319,200,000 in the year 201 l.
(iii) Other stsffsuils against the Bank sums to Kshs 19,928,087.00
(iv) Kshs I .3 billion arising out ofavderse judgement issued on disputed mater iovolving KPOSB

Staff Rerirement Scheme property (Karen/Langata)
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2 SI,JMMARY OF SIGNIflCAITT ACCOT]NTING POLICIES (CONTINUED)
t) Budget lnformation

The original budget for FY 201 8 was approved by thc National Treasury on l gth January 201g.
No Subsequent revisions or additional appropriations were made duting the period

The bank uses Zero-based budgeting (ZBB). All expenses must bejustified for each new period.
The budgAing starts from a "zero base," and every function within an organization is analysed for
its needs and costs. Budgets are then built around what is needed for the upcoming period. This
allows top-level strategic goals to be implemented into the budgeting process by tying them to
specific functional areas ofthe organization, where costs can bc first grouped and then mcasured
against previous results and current expeclations. At the end ofevery month actual and budgeted
amount is compared to obtain variances. The presentation ofbudget information in Financial
Statements is done as per Intemational Public Sector Accounting Standard (IpSAS) 24.

A comparison ofbudget and actual amounts, prepared on a comparable basis to the approved
budget, is then presenled in the statement ofcomparison of budget and actual amounts.
A statement to reconcile the actual amounts on a comparable hasis included in the statement of
comparison ofbudget and actual amounts and the actuals es p€r lhe statement offinancial
performance has been presented under the section of Statement ofComparison of Budgct and
Actual of ttrese financial statements.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINTUED)

2,3 Foreign currency translation
(a) Functional and ptesentation currency
Items included in the financial statements ofeach ofthe group's entities are measured using

the currency ofthe primary economic environment in which the Bank operates ('the
filnctional currency'). The financial statements are presented in Kenya shillings, which is the

Bsnk's presentation currency

O) Transactions and balances
Foreign currency transactions are translated into the functional currency using the exchenge
rates prevailing at the dates ofthe transactions or valuation where items are re-measured.

Foreign exchange gains and losses resulting from the settlement ofsuch transactiotrs and from
the translation at year-end exchange rales of monetary assets and liabilities denominat€d in
foreign currencies are recognised in the income statement, except for differences arising on

translation ofnon-monetary financial assets carried al fair value through other comprehcnsive
income, which are recognised in other comprehensive income

Foreign exchange gains and losses thal relate to cash and cash equivalents are presented in the

income statement within "finance income or costs". All other foreign exchange
gains and losses are presented in the stalement ofprofit or loss for the year within "other
gains/losses-net".

2.4 Financlal instruments

a) Recognition
The Baok initially recognises loans, advances, deposits and debt securities on the date at
which they axe originated.
Purchases and sales offinancial assets are recognised on the trade date at which the Bank
commits to purchase or sell lhe asset.

A financial asset or liability is initially measured at fair value plus (for an item not
subsequentty measured at fair value through profit or loss) transaction costs that are directly
attributable to its acquisition or issue.
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2 SI,iMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

2.4 Flnenciel instruments (Continued)

b) Classfuation
The Bank classifies its financial asseB in the following categories: financial assets at fair value
through pmfit or loss; loans and receivablas; held-to-maturity investrnents; and available-for-sale
financial assets- Management determines the classification of its iavestments at initial recognition

(t) Fhancial assas at fair vduc thtough prcft ot loss

This category has two sub-categories: financial assets held for trading, and those designated at fair
value through profit or loss at inc€ption. A financial asset is classified in this category ifacquired
principally for the purpose ofselling in fte short term or if so designated by managcmcnt.

ll) Loans aad Receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quot€d in an active market. They arise when the Bank provides money directly to a debtor
with no intention of trading the receivable, These include advances to staff, visa credit to customen
and placements with other banks. Loans are initially measured at fair value plus incremental direct
tansaclion costs, and subsequenlly measured at their amonised cost using the effective interest
method.

Itl) Held-to+nau y
Held-to-ms0rity investrnents are non-derivative financial assets with fixed or determinable paymenrs
and fixed maturitics that the Bank's management has the positive intention and ability to hold to
maturity. Were the Bank to sell other thal an insignificant amount of held+o-maturity assets, the
entire category would be tainted and reclassified as available for sale. These include Treasury Bills,
Treasury Bonds and Govemment Stock.

iv) Av a lta b le -fo r- sale

Available-for-sale investnents are those intended to be held for an indefinite period of time, which
may be sold in response to needs for liquidity or changes in intercst rates or exchange rates. Purchascs
and sales offinancial assets at fair value through profit or loss, held to maturity and available for sale
are recognised on trade-date, the date on which the Bank commits to purchase or sell the asset. lrans
are rccognised when cash is advanced to the bonowers. Financial assets are initially rccognised at fair
value plus transaction costs for all financial assets not canied al fair value through profit or loss.
Financial asgets are derecognised when the rights to receive cash flows fiom the financial assets hsve
expired or where the Bank has transferred substantially all risks and rewards ofou,nership.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTNruED)

2.4 Financial instruments (Continued)
iv) Avatlabk-for-sale (con nued)
Available-for-sale financial assets and financial assets are carried at fair value through profit or
loss. Loans and receivables and held-to-msturity investments are carried at amortised cost using
thc effective interest method.
Gains and losses arising from changes in the fair value ofthe financial assets category are included
in the statement ofcomprehensive income in the year in which they arise. Gains and losscs arising
from changes in the fair value o f av ai lable-for-salc financial assets are recognised directly in
equity, until the financial asset is derecognised or impaired at which time the cumulative gain or
loss previously recognised in equity should be recognised in profit or loss. However, interest
calculated using the effective interest method is recognised in the statement ofcomprchcnsive
income.
As per IAS 39, financial instruments are supposed to be classified as Held-to-maturity and
Available- for-sale. However, the Bank has classified all its financial instrumene as Held-to-
maturity sincc the Bank has no intention of selling the instruments.

v) IdentiJicatlon and Messurement of Impaiment of Fintncial Assets
At each statement offinancial position date, the Bank assesses whether there is objective cvidence
that financial assets not carried at fair value through profit or loss are impaired. Financial assets
are impaired when objective evidence demonstrates that a loss event has occurred alter the initial
recognition ofthe asset, and tbat the loss event has an impact on the future cash flows on the asset
than can be estimated reliably.
The Bank considers evidence of impairment st both a specific asset and collective level. All
individually significant financial assets are assessed for specific impairment. All significant assets
found not to be specifically impaired are then collectively assessed for any impairment thst has
been incurred but not yet identified. Assets that are not individually significant are then
collectively assessed for impairment by grouping together financial assels (carried at amortised
cost) with similar risk characteristics.
Objective evidence that financial assets (including equity securities) are impaired can include
default or delinquency by a borrower. restructuring ofa loan or advance by the Bank on terms that
the Baok would otherwise not consider, indications that a borrowet or issuer will enter
bankruptcy, the disappearance ofan aclive market for a security, or other observable dsts relating
to I group ofassets such as adverse changes in the payment status ofborrowers or issuers in the
group, or economic conditions that correlale with defaults in the group.
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2 SUMMARY OF SIGMFICANT ACCOUNTING POLICIES (CONTINUED)

2.4 Financid instruments (Continued)
v) Idcn irtcafion and Measurement of Impoimeht of Flnancial Assets (Ccontinued)

ln assessing collective impairment, the Bank uses statistical modelling ofhistorical trends ofthe
probability ofdefault, timing ofrecoveries and the amount of loss incurred, adjusted for
management's judgement es to whether current econom ic and credit conditions are such th8t the
actual losses are likely to be greater or less than suggested by historical modelling. Default rate,
loss rates and the expected timing offuture recoveries 8re regularly benchmarked against actual
outcomes to ensure that they remain appropriate.
Impairment losses on assets carried at amortised cost are measured as the diffcrence betw€en the
catrying amount ofthe financial assets and the present value ofestimated cash flows discounted at
the assets' original effective interest rate. Losses are recognised in the statement ofcomprehcnsive
income ard reflected in an allowance account against loans and advances. Interest on the impaired
asset continues to be recognised through the unwinding ofthe discount. When a subsequent event
csuses the amount of impairment loss to decrease, the impairment loss is reversed through the
statement of comprehensive income.

Impairment losses on available-for. sale investment securities are recognised by tansferring the
difference between the amortised acquisition cost and current fair value out of equity to the
statement ofcomprehensive income. Whcn a subsequent event causes the amount of impairment
loss on an available-for-sale debt security to decrease, the impairment loss is reversed tfuough the
statement of comprehensive income.
However, any subsequenl recovery in the fair value of an impaired availablc-for-sale equity
security is recognised directly in equity. Changes in impairment provisions attributable to time
value are rcflected ss a component of interest income.

vl) Derecognition

The Bank derecognises a financial asset when the contractual rights to the cash flows fiom the
financial asset expire, or when it transfers the rights to receive the contractual cash flows on the
financial asset in a transaction in which substantially all the risks and rewards ofownership ofthe
financial asset are transferred. The Bank derecognises a financial liability when its conhactua.l
obligations are discharged or cancelled or expire.
The Bank enters into transactions whereby it transfers assets recognised on its statement of
financial position, but retains either all or substantially atl ofthe risks and rewards ofthe
transferr€d assets or a portion of them. If all or substantially all risks and rewards are retained,
then the transferred assets are not derecognised from the statement offinancial position. Transfers
ofassets with retention ofall or substsntially 8ll risks and rewards include, for example, securities
lending and repurchase transactions.
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2 SUMMARY OF SIGNtr'ICANT ACCOUNTING POLICIES (CONTINUED)
2.4 Financial instrumetrts (Continued)

vil) Impairment lor Non-Financial Assets

The carrying amounts ofthe Bank's non-financial assets are reviewed at each rePorting date to

determine whether there is any indication of impairment. Ifany such indication exists, then the

assets' recoverable amount is estimated. An impairment loss is recognised if the carrying amount

ofan asset or its cash-generating unit exceeds its recoverable amount. A cash-generating unit is

the smallest identifiable asset group that generates cash flows that largely are independent fiom
other assets and groups.

Impairment losses are recognised in the statement of comprehensive income. lmpairment losses

recognised in respect of cash-generating units are allocated first to reducc thc carrying amount of
any goodwill allocated to the units and then to reduce the carrying amount ofthe other assets in
the unit (group of units) on a pro-rata basis.

viii) Budget Accounting Policy
The bank uses Trro-based budgeting (ZBB). All expenses must bejustified for each new period.

The budgeting starts from a "zero base," and every function within an organization is analysed

for its needs and costs. Budgets are then built around what is needed for the upcoming pcriod.

This allows top-level strategic goals to be implemented inlo the budgeting process by tying them

to specific functional areas ofthe organization, where costs can be first gouped and then

measured against previous results and current expectations. At the end ofevery month actual and

budgcrcd amount is compared to obtain variances. The pres€ntation ofbudget information in
Financial Statements is done as per Intemational Public Sector Accounting Standard (IPSAS) 24,

3 FINANCIAL RISK MANAGEMENT

a) PriDcipler

Postbank faces various types ofrisks which arise from its day to Cay operations as a financial
instilution. The Board ofDirectors and Management therefore devote a significant portion of
their time to the management of these risks. The mainstay of effective risk management is the
identification of significant risks, the quantification ofthe Banks's risk exposure, actions to limit
risk and thc constant monitoring ofrisk.
The overarching aim of risk management is to ensure that all risks assumed in the course ofthe
Bank's business are recognized early on and mitigated by effective risk management. Successful

risk management is recognized as a pre-condition for the sustained groMh and success ofthe
Bank. Risk management and monitoring are implemented via the Bank's risk management and

risk control process and the organization structure corresponds to prudent Risk Management
Guidelines.
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3 TINATICHL RISK MAI\IAGEMENT (CONTIII'ED)

s) Principles(Continued)

In order to ensure continuous improvement of risk management at all times the following key risk
principlcs have been adopted and are applied;
. 'Ihe Board ofDirectors assumes the ultimate responsibility for the level ofrisks taken by the
Bank and is responsible to oversee the effective implementation ofthe risk strategies.
. The organizational risk structure and the functions, tasks and powers ofthe employees,
committees and departments involved in the risk processes are continuously being reviewed to
ensure clarity oftheir roles and responsibilities.
. Risk issucs are taken into consideration in all business decisions. Measures are in plsce to
develop risk-based performance measures and this is being supplemented by setting risk limits at
the overall Bank and divisional levels, as well as by enforcing consistent operaling limits for
individual business activities.
. Risk mantgement is increasingly being linked to management processes such as strategic
planning, annual budgeting and performance measuremenl.
. Identified risks are reported in a transparent and timely manner and in full to the responsible
senior management.
. Appropriare and effective controls exist for alr processes entailing risks.
All thes€ principles are enshrined in the Bank's risk management policy.

The section below provides the various risks faced by the Bank and describes the methods used by
management to control risk. The most important types of financial risks to which the Bank is
exposed aro credit risk, liquidity risk and market risk mainly interest risk and operational risk.

(b) Credtt rtsk
Crcdit risk is the current or prospective risk to eamings and capital arising from an obligor's
failure to meet the terms ofany contract with the bank or ifan obligor otherwise fails to perform
as agreed
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3 FINANCIAL RISK MANAGEMENT (CONTINIJ'ED)
(b) Credit risk ( Continued)

(i) Management of Crcdit Risk

The Bank is subject to crcdit risk through its lending and investing activities. Considerable

resources, expertise and controls are devoted to managing it and comprehensive strategies,

policies and procedures have been developed to effectively manage this risk.
The Bank's primary exposure to credit risk arises through its advances to employee and Visa

credit to customers. Credit risk ratings are assigned to customers to enable the bank to establish

the risk and enable credit decisions to be undertaken within acceptable risk appetite threshold
through its credit policy.
At the management level there, is a credit risk department staffed with highly skilled personnel

who ensurc credit risk are identified and mitigated. Within this department there are debt

coll€cting officers who follow up on bad loans.

(tl) lfriteolf Poticy

The Bank writes offa loan / security balance (and any related allowances for impairment losses)

when management determines that the advances / securities are uncollectible. This determination
is reached after considering information such as the occunence ofsignificant changes in the
borrower financial position such that the borrower can no longer pay the obligation, or that
pmceeds from collateral wili not be sumcient to pay back the entire exposure

(c) Liquidity Risk #######
Liquidity risk is the currcnt or prospective risk to eamings and capital arising from thc
institution's failure to meet its maturing obligations when they fall due without incurring
unacaeptable losses.

The Bank's approach to managing Iiquidity is to ensure, as far as possible, that it will always
have sufficienl liquidity to meet its liabilities when due, under both normal and stressed

conditions, without incurring unacceptable losses or risking damage to the Bank's reputation.
The Bank has access to a diverse funding base. Funds are raised mainly from deposits.
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3 IINANCIAL RISK MANAGEMENT(CONTINUED)

(c) Liquidlty Risk (continued)

Exposarc to llquldity Risk

The key mcasure used by the Bank for managing liquidity risk is the ratio ofnet liquid assets to
deposits from customers. For this purpose net liquid assets are considered as including cash and
cash equivalents and investment securities for which there is an active and liquid markel less any
deposits from banls, other borrowhgs and commitments maturing within the next month.
The board has approved a policy to effectively manage liquidity at all times to meet depositors
demand, and unexpected outflow. The investment undertakes statement of financial position
liquidity and scenario analysis as per the policy on bi-monthly basis.
The bank strives to maintain a balance between continuity of funding and flexibility through the
use of liabilities with range maturities, in addirion the bank holds a portfolio of liquid assets as
part of its Iiquidity risk management strategy.

(d) Market Risk

Market risk is the risk that changes in market prices, such as interest rate, equity prices, foreign
exchange rates and credit spreads (not relating to changes in the obligor,s / issuer,s credit
stardhg) will sffect the group's income or the value of its holdings of financial instruments. The
objective ofmarket risk mansgcmenl is to msnage and control market risk exposures within
acceptable perameters, while optimizing the return on risk.

(l) Managemenl of tnart et Rlsk ####
Overall responsibility for management of market risk rests with a managemenl committee of the
Bank, the Asset and Liability Committee (ALCO). The risk department is responsiblc for the
developmenl ofdetailed market risk management policies (subject to review and approval by
ALCO) and for the day to day implementation ofthose policies.
Regular monitoring ofPostbank's risk profile against risk appetite limits e.g. foreign exposure and
risk limits, liquidity and solvency ratios which are contained in the market risk framework
incorporating msrket and country risk policies approved by rheboard.

ll) Exposurc to lat€rusl Rate Risk
The principal risk to which financial assets and liabilities are exposed is the risk of loss from
fluctuations in the firture cash flows or fair values offinanc.ial instrument because ofa change in
market interest tates. Interest rate risk is managed principalty through monitoring interest rate
gaps.
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3 FINA}ICIALRISKMANAGEMENT(CONTINUED)
(e) Operatlonal RIsk
The Operational risk is a risk oflosses resulting from inadequate or failed intemal process€s,

people, and systems or from extemal events.

The Bank's objective is to manage operational risk so es to balance the avoidance offinancial
losses and damage to the Bank's rcputation with overall cost effectiveness and to avoid control
procedures that restrict initiative and creativity,
The primary rrsponsibility for the development aDd implementation ofcontrols to ad&ess
operational risk is assigned to senior managcment within each business unit. The responsibility is
supported by the development ofoverall Bank standsrds for the management ofopcrational risks.
Compliance with these standards is supported by I programme ofperiodic reviews undertrken by
intemal audit. The results of intemal audit reviews are discussed with tlre management of the

business unit to which they relate, with summaries submitted to the Board Risk Committce and

senior management of the Bank.

Rlsk measuremen, and contrul
lnterest r8te, credit, liquidily, operational risk and other risks are actively maaaged by indqrendent
risk control gnoups to ensure compliance witl the Baak's risk policy. The Bank's risk exposure
limits are assessed regularly to ensure their appropriateness given the Bank's objectives aod
strategies and current market conditions
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Kenya Post Ofice Savlngs Ban*
Annuat re4orl aad Jiaancial staterncnls
For the lcar cndcd 3l Deccmber 2018
Notes to lhe Flnancw Slatemenls

4 Interost lDcome

Intercst on Trcasury Bills/Bonds
lnterest on Term Deposits
Interelt on StaffLoans
Interest on Visa Balanccs

5 lrtercst erpens€

Intercst on:-
Bidii Savings Account
Step Accouot
Pensiqr Account
Premium Savings Account
Premiunr Plus Account
Fixed Deposit Account
Save As You Eam Accout
Staff Sslary Account
Salary Account
Postbank Junior Account
Pamoje Account
Bidii Junior Trustcc Account
Smata Youth Save
Itr/aridi Account
M-Chma Account
Mobilo Savings Account
Akiba Account
Inua Janii

651.332.250 673-949.630

2018

Kshs

602,887,634
4,282,t60

37,920,725
6,24t,731

2017
Xshr

622,718,85t
3,482,652

44,664,770
3,083,357

243,I I1,383
20,s86,561

I15,469,203
64,514

263,405,820
928,599

7,480,783
1,387,516

6,7E0,019

34,256
2,440,440

225,188
5,6s9,632

I1,014,849
1,693,732

42,541
42,427

145,637

207,M9,667
t5,374,3s4
87,364,077

235,063
231,211,152

1,951,218

5,09t,946
1,233,880

5,I 12,185

83,424
t,746,619

t55,267
3,799,970
7,055,150

408,093

24,215
39,125

0

680.513.100 s67.955.405
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Kenla Posl Ofrlce Sovings Bank
Annual repo snd rtnancitl stalemenls
Fot the lear ended il Decembet 2018

6

Noles lo the Flnanclal Staremenls

Fees & Commissious Iucome

lnactiYity Fees

Salary CreditinS, Fees

Premature withdmwal Fees

Withdrawal Fees

Visa Feos

Card Fecs

Westem Uniou - MTS Commission
Citibank Commission
Pension cornmission
Money Transfer Commission (Others)

ATM withdrawal Fees

Bills Comrnission-Water & Eleckicity
Crcdit Prrtners lran Commission
Miscellaneous Fees & Commission (others)

7 Fees and Commissions Experrse

Shared Costs Adjustnents
CommisNion ExpcDse-Money gram

Premium Paid Commission on Purchase of T/Bonds
Cormission-tndependent Agent
Mobile barfi ing Expenses

Commission paid on deposit mobilisation

t Foreign Exchange lncome

Realised Cair/Loss On Sale OfForex From Wu
Forex Cain On Moncy Transfer Transactiols
Forex Gain On TransactiorB(Money Cram)

443.836-313 433288.043

2018
Kshs

16,703,338

22,956,015
31,363,100
59,633,865

3,439,sO6
26,851,12t
35,368,224

534240
5s,639,800
25,858,'.l45

38,322,270

26,723,s84
82401,764
8,0/.0,742

2017

Kshs

14,267 290
t4,225 A9l
28,052,993
55,820960
6,1E5,624

24,043,42E
54,330,818

541,140
69,203,500
25,2t8,989
46,4v2,904
29,t74,186
49,7EE,303

15,942211

8,926,416
2,139,7 55

356,880

4 t,418
8,804,r20
9,366,999

7,329,482
4,524,564

446,232

80,02t4

0

9,978,id6

30241.588 22.358.50t

2,E28,508

64,234,292
t 9,I E2, t 5E

8,725,382
57,U9,802
t9,004,379

86.244.958 84.979.s63

45



f.nla Post Olfrc. Sa ngs Bank
Anh0al rcpo add frnanclal st{lrcrn n6
For ,he veat c|dcd Xl Dcc.mbet 20lt
Nol6 to the Ft ar@lal St lqrcnts

2018
Krhs

2017
K!hs9 (r) Othcr Opcrrtlng IrcoEc

Rentsl Income
Divi&nd incomc
lntercst on bar* accounts
Tender fees
Dcvclopment LeYy
Apprccistion/Diminutior in vslue of quoted invBtments
Mobile Banking Fee

Capitrl Gsin on Ssle of lnvcstmentg
Commission lncomc on Foreign Visa
Sundry income

D&cl6[r. trotc
(b) Ertrr Ordbrry ItrcoEG
The Extra Ordimry Incom€ is madc up ofthe following:
Rccript from Ailing Institution - Trust Bank
Recovery ofNSSF contibutioo from Pension Scheme
Recei!,t frorn Ailing Institution - Postbank Credit Ltd
Totrl

l0 lhp*mclt Lo!! on Dcporitr, Ir.nr .nd Advlrces

Custonars deposit
visa card debtors
General Provisions-lncludi[8 Staff loans

ll f,mployr. Expcri.s

Sslalics 8nd Wages
Pcrlsiqls aud Providcnt Fund c.nr
Mcdical cxpcnscs
Statrtaining
Othcr rtafl o<pcnscs

12 Borrd Erpctrlcs

Dircctors Honoiaria
Directors Allowanc€s
Directors Allowanc€s Telephone

.272 121.578.878

73,65t,146
7,363

12,253

s6,200
0

(131,12s)
14,861,515

10,ut,714
1,252,000

t2,719,206

86,557,526

23,940
740,884
243,200
309,000

431,500

9,031,9v2
8,831,448

415,250
14,994,038

10,868,671

10,497,600
17,778,y)9

44.297.56a

21366.271 62.016.191

4,000,000
4,000,000
4,000,000

slt6,67
5316,67
2,166,ffi

12.000-000 13.000_000

n3,969,986
90,502,123
4't,815,073
18,911,424

253,870,671

787,776,065
93,5t9,776
55,720,40s
9,1652y2

246,541,120

1.t85.015-219 I ts, 722 55R

0
t,665,36

42,340

80,000
1,t89J25

u3@
I 707.705 1.313-685
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trenya Pog Ollice Savlngs Banh
Aanual repotl and financial galements

Fot lhe yeu ended 3l December 2018

Notes to the Finalcial Slalem.nls

13 Opereting Expenres

Seourity expenscs

Insurances
Office rent
Land rent and rates

Repairs and mai ntenance

Service charge
Agency fees - MTS
Licenccs
Grounds maintenance
Agency Expansion Project (WSBI)

14 Amortkrtion for Bondr Trading Cost

Amortisation

l5 Otber Erpetrses

Travel and Subsistcncc allowances

Printing and stationcry
Dcbt collection
Postage & telephone
Complxer expenses

Motor Vehicle Expenses

Audit fecs
Donations and subscriptions
Legal md professional fees

Electricity and water

Cleaning, Sanitation & Messengerial

Spccial Projects Launching
Newspapers and Periodicals

Procurcment Costs

Excise Duty
Financial expenses

Selting & Marketing cxpenses

Op€rating Ststionery
Hire of Motor Vehicles
ATM Card Cost
Research & Development
Rctail Banking-Search fec
Miscellaneous expenses

Integrated Reimbursemenl fee

N2.037.162 411.076.442

I'1.569.116 22-122-90t

201t
K!hs

2017
K!hr

t02,230,233
l,246,709

t 11,446,045
1 ,720,041

s9,958,603
14,279,3E5
t6,897,768
Et,45E,237

|,259,993
1,540,148

103,285,416
15,156,163

I 18,673,066
433,165

52,051,E01

9,68't ,612
2t,o11,'t40
E9,158,042

I,273,010
291,O27

This relates to Treasury Bonds Premiums amortised during the pcriod

23,156,172
6,E I 8,641

1,250,000

78,803,585
12,407,Z2l
'1,282,959

7 ,945,666
7,563,694

19,219,8EE
24,766,116
20,630,131

z5z,tE5
801,106

340,259
t5,7 43,374
6,789,954

59,769,240
l,98l,l l8

12,5to,597
40,091,017

170,300

26,771

t9,544,241
7,551,323

100,6E0

92,500,m6
10,944,629

3,450,194
4,500,000

5,362,85E

18,012,5E2

3t,471,096
22,262,450

4,199,601

728,286
638,7 t9

t4,322,Otg
5, t,E54

65,058,138

2,998,391

8,301,352

10, t20,l s l
0

7,090,'152

I,236,97 4
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201t
I&hr

rittJoS
794s,ffi

tn:B6,lt3
175a.,r16
%,5s\123

7363
(t37,t2s)

2011
Krhr

1r 13,685

4J00,000
tl3,2l.,671
zt2'w
93,s,,:n6
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431,6U)

l

l

l

l
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tdtqttdffrffi
F*tluyw&3lW20lt
Nolabfie F&/o W

U Explrrrdor {X ltfirtcrid V.rt!c. o! Tlr Strtaldt of Conprrfoot of h{d od Actut
for Ttc llrclvc llf,ortlr EldiDg 3l DGcGDbor 2lrlt

Ilcomc
a) Intcrcst incmc
b) Foes and commission ircomc
c) Othcr Opqating incorc

Direct ErFrra
e) htlrcst e)pcnsc

Asturl hdget Vrrirncc
(6E0,s13,100) (600,m0,000) (80,51r,100)

Arn l
Krb

6sr)322fl
/$3,E36313

t\v212n

Drdt..
K&

7n,ff2,34
s8J45,Et2
?2LU9,5W

Ytriera
Iflb

(ozto,B4)
1?,JaJ{,.,a9,)
(rw,yzs228')

.h
-tg%
3T/o
49/o

Declirrc in irtuEst rdc itr Goycmrmt sccuritics 6om 13.5 % in 2017 to l3Yoia2llS

.h
13%

Growth of inEllst oecns! w8s duc to givlng int srst to drpositors in frc rallgc 1-20,000 xAich prwioBly did
not anract ituBL

Rrcurmt Erycucr Achd Bdgt Yrriucc 'Af) Board eryenscs 0,707,706) (115m,700) 9,812994 .85Yc

g) Opcrditrgcr+crBcs (1t1037,162) (5o4,c/0,m0 W\g?\UZ Wc
h) Dcpcirioogcnrcs $7Um,mD Q?f,,167,m) $l$\yrT 48/o
i) Alnorttudio @st-Idangiblc AroG$ (Iq,436.,r,G) (2E 9,451) 8953375 -3Uc

Oost cq6gl mrnrglrnr d lg*tr pchasc of asrcts tiro dicipOod
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Kcny Pot Olfi.c Savlngr Ban*
Annual rqDrt arrd finrndal slatcm.n t
For lhc tcat caded 3l Dcccttrbcr 2018
Nol'J lo tLc Flaancu &d.m.nts

l8
201E

Krh!
20t7
Krh!Cri end Crrh Equivdcntr

Cash on Hand
Cosh at Bsnk

Commcrcial Bank of Africa
Citibank
NalionEl Bank ofKcnya
Kcnya Commacial Baok ofKeuya

BANK
Coo@crcisl Bsrt of Africa
Citiba*
Natioml Bank of Kenya
Kenya Commcrcial Bank(K)

320,262,698
306,044,761

1.031. 19.792 62_6 307.465

Bulk ofoash ar bank w8s hcld at Kenya Commcrcial Bank of Kenya and
Natbnal Bank of Kenya who arc thc Bank's main bankers

19 Fundr on Call end Short Notlce

20 hvcrtEcrt ln Trcrrury Bills & Bonds /Oticrr

GoK Trcasury Bonds-Availablc For Sale

Kcdgen Infrasfucturc Bond
Jamil Bora Bond
GoK Treasury Bonds - HTM

294,t52,16t
737,567,63t

r 4,066,155

r0,900,000
10,004,193

609,504

62-707.843 35 79.852

1,556,185,550

n9,425,M
20,000,000

3,077,43t ,500

4,4E9,t36,461 4,773,042,050

10,900,000

15,027,001

10,608,296
26,t72,545

The Banl has placod somc of its funds in call accounts with commercial benks as

as lirtcd abovc

For lhc ycar undcr revicw, the fuads were investcd at tbe following interest ratca

RATE
'1o/o

7%

7o/o

'1./o

|,609,407,467
59,712,s00
20,000,000

2,800,016,500
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Kcnya Post Olficc Sav/lags Barr*
Annaal rcporl and frnonclal stolzm.n8
For rtc cndcd 3 I Dcca nbcr 201 E

Nores lo lhc Fj,,ancial Stol?mcnls

20 (s) InvestmeDl in Treasury Bills ead Bonds /Others

20 @) Change in Feir Value for Bonds AFS

Balance On 01.01.2018 Cepital Gains
Trensfer

Revaluation
Increase

Balance On
31.12.2018

Kshs Kshs Kshs Kshs
49,026,696 (2,241,346) 48,843y'86 95,628,836

Capital gains figure on sale of bonds will be adjusted

The effective weighted average rat€ of intercst in respect to the above investments in year 201 8 was

KENGEN Infrastructu€ Bond 12.50%

Jamii Bora Bond l330%o
Govemment of Kenya'lreasury Bonds-HTM 12.65%

Govemmenl ofKenya Treasury Bonds-AFS 512-gZX

ASSET Bahntc 0n
01.0t.2018

Additioas In
The Year
2018

IncrcastJ
Decrcase
Reveluation
Adjustment Itr
Yerr 2018

DispmrY
Redemption In
Year 2018

Brlrncc On
31.12.2018

Kshs K"hs I(chs Kshs Kshs
K-ENGEN Infrastructue Bond 119,425,000 (59,712,500) 59,712,500

Jamii Bora Bond 20,000,000 20,000,000

GOK Treasury Bonds-Hcld to
matudty

3,077,431,500 (277,415,000) 2,800,016,500

GOK Treasury Bonds-Available for
sales

r,556,185,550 706,442,922 48,843,466 (702,064,470) 1.609,407,467

Tot!l 4,773,042,030 706,442,972 ,lE,E43,466 (r,039,191,970) 4,489,136,467



K.nya Potl Olfrc. Sa ngs Bon,
/lDnual taporl orrd flnoncldl t alarrentt
Fot lh. y.a, cr.dad 3I D.c.rnb.r 201I
Nolat to ,ha Flnanalal Stdlcncnrs

20rt
K!hr

2017
Krhr

896,7m,225
t 05-600-000

896,790,225
0

1.002iq0-225 896-790.225

Includcd in thc invcsroeot Propcrty is

(i) Uppcr HillPlopcrty whosc markcr valuc is Ksh.55O,OO0,00O ( as per rcvaluarion dorc in Dcccmbcr
2017) bur csrricd at book vduc ofKsh 2?,390,225. Titlc to thc Upper Hill prope.ty is in disputc r^,ith rhc
currcol occupant ofthc prqmiscr claiming allotc.s intcrqet absolutcly. Thc mattcr is in cout alrd th. B.nk
cxpccts r favourablc outcomc sinc4 it h8s a vestinS right in the property and is holding it with Eo intcntion
of sclling or rcinvcsting.
Thc propcrty is I pico! ofland with s building takcn ovcr from Thabiti pinaflce Ltd in licu ofdcposits
hcld for thc Bank

(ii) Karua Training & Sportr Complcx valucd ar Ksh 9?0,000,000 as perthe latcstvaluarion rcport
undcrtskcn by Rcalty Valucrs East Atica Limitcd as at 29th Deccrnbd2ol T

(iii) Dmdora Plot with avaluc ofKsh J,000,000.

Thc rec lsssilication ofDa[dorgPlot and KaruraTraining ccnrc flom propcrty and Equipmcnt to
Invcstrnont plopcrty has b.€n donc 8s pcr IAS 40.

22 Stockt & Drltgr
201t
Ksht

2017
Kthr

9,336,16J

3,81 t.022
t 1,964,229

I,m8,852

2l Ily.rtDcnt Prop.rty
Cort
At I Jaruary
Rcvr.luraio[ Burplus
At 3l Drccmb.r
Amonilation

StBtioncry

Drugs

23 Oti.r InvcrtD.ltj

Quotrd inv6tsncnts (cosr)

Unquotcd hvcstrncnt

Lcss: Provision for diminution in markct value of
quotcd /unquotad invcstncnts

t1 t41-t81 12993.081

2.055,637 2,055,637
ll 510.000 t1 /r0 (m
r5,595,637 t5,595,637

fil fi8.7 62\ (11n7 | .617\
3-985.875 4 124.000

(i) Quotcd invcsuncnB wcrc valucd al Kshs.2,632,875 (2017 Kshs.2,770,000) using the Nsirobi
Sccuritiq Exdtangc markct pricc 8t thc closc ofth.yc6r.

Quotd iDvcstmcnts comprisc ofrquity holdings in rhc following listcd companics:

(ii) Unquotcd invcstment rsp.csenB 80.2 ofdcposits in City Finance Bank (Jamii Bo.s B6nk)
convcrtcd into sharcs following thcir rcatructuring in ycar2000.

Valuc r! rl
Coupray No.ofSh.rc. Mrrkct pric. 31.12.2018 31.12.2017
Krtuzi Ltd 6,5m 3 t 0.00 2,015,000 2,138,500
Totsl Kcny! Ltd 15,000 27.50 4 t2,500 352,J00
Bsmburi Ccmcnt l,ld 1,550 132.50 20s,375 279,ofi

2,612$15 2,7m,No
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Kenya Post OJffcc Savlngs Banlt
Annual rcpori and inatclal slal.menls
For lhe cndcd 3l Deccnber 201E

Notcs lo thc Flnanclal S'l cmcnls

21 Accounb R.cclvablcs

Postsl Corporation of Kenya-Exccss Deposits

GOK-(KP&TC) (i)
Commission Rcccivable from GoK Pcnsioners

Prcpaid GoK Pension - PCK Paytoll

GoK Pension Chcques Rcceivable - PCK (ii)
PCK Ovcrdrawn Claimable
RestihJtion (PCK)
Dircctors Loans
Staff loars
Staff debtors - Personal Dev€lopment l,oan

Intcrest Reccivablp -PDL
Rent ReceiYables

Staff lmprest
Trade Dcbtors

780,394,10t
405,231,629

62,072,E90

608,037,586
268,553,t5E

47,540,581

s6,748,615

3,377,044
769,980,3U
t16,231,349
t04,?94,405

66,069,753

6,013,3'19

32,476,540

20t7
IGhr

7E0,394,10E
405,23t,629

40,853,890

512,767,484

268,553,r 5E

47,643,590

58,847,809
3,327,044

847,777,925

138,267,614

106,157,285

60203,93s
3,975,485

t26,700,382

2018
Kshs

3,327 ,471,343
(689 ,623 ,725)

3,400,701,33r

Provisioa for bad and doubtful debts 617 ,623 ,725\
2.637 .847.618 2.723 .077 .613

(i) Kshs. 405,231,629 relates to smount owing from the defunct KP&TC and has been

outstanding sincc year 2005 , The Govcmme;nl of Kenya has sincc given assurance of
settlernent ofthe arnount, in effaut Jrough PCK

(ii) Kshs.268,553,l 5E relates to amount owcd to Postbank by PCK in respect to pension's cheques

snd wsrrants handled by PCK on an agcncy agreernent. This arnount has be3n outstaDding

sinco year 2007 and the two orguiztions have made mmmitrn€nB to offsct thcsc amounb in

thc rExt financiat yeff

(
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Xayo Potl Olic. Sr ig, DdrL
AE ua, rqtort dDdindtiltl natcfiet A
Fo, lt. wd adzd 3l D.c.mtcr 20rt
Nd6 ,n fr. Fi,.icttl Srraiat

2a A.coEltr Rr.civrbl.t

tlIf DECEMBER 20It TOTAL 0 lo 30 D.yr 3l lo 60 Ilrtr 6I to ,0 Drrr tl rrd ovcr D.F
PCK ExcB Dcpo.its 7t0J94,rm 0 0 0 ?t0J94. tot
KP&TC Erc..s D.?o.it3 105231,6N 0 0 &523r,629
CoK Prorion Ctr.qr6 Rccciv.bl. E6 PO( 6\0n,w 10,7r,800 10.331t00 c2?,?59,1m) 6t,?l r.390
Prrprid GoK P.rBion (Pryroll) - PCK 60t.037Jt6 &,1O4.567 8,104,367 t,447533 stz?$.r 19
GoK PcilrlJo Cbcquc! R!..ivrblc - PC]I( 26rJ53,15t 0 0 0 26t,553,rst
PCK Ovlr&rwn clritnlf,lc 41,fi,581 0 0 o03,m0) 4?,6,13,5
Rlstfturiotr (PCK 55,7481615 0 0 0 56,74A,615
Di..rfir lr&B 33n,U4 0 0 0 3,37t,U1
Slrff106r 769,9mJ04 11.670,215 (14,1715],) 0.473.531) 716,95t.I0
Slrtr Dcb(n! PDL ll6,3rJ49 (2259,729) (44JJm) (L217.6t3) 120,15?,191
IEt 16l R...iv.blc PDL 104,794,{05 (3J70,512) 0,&e,e)

0,EmJ60)

(t6z r86) 110,896,825
R.Itr R.c!iv!5lc: 6,c69,753 2,011,960 t{,1D,t21 5t,399,216
Srrtr lrtrpIt.lt 6,01u79 t,47t,3U (263,t55) (4,375) ,r,tl0,2ts
Trrdr DcbrEs 32.4765{o (391,81,(65) 401,866,929 25,n0,n| (9,42s,82')
IOTAL R.ECEIVABLES t3n,ot)13 (36(),179,050) aot,l?5959 rl r66J57 t26,'t1'6,115
PIovisioo f6 b.d d.bts (689,623.725) (1,000,000) (r,000,0m) 0,000,000) (686,6t],72J)
NET N,ECEIVABLES \63781t,6tt (361 J79,Gi0) loit,116,959 t0?t6931 2$r562,152

3IST DECEMBER 2017 TOTAI. 0 to 30 D.yr 3l to 60 Dryr 6l to m Dryt 9l rnd dvcr D.y!
PCK Ex6ss Dcpo$ts 780,394,108 780,394,10t
KPTC - Excrss Dcposia q323t,629 405,2f1,629
PCK Pr.prid GOK P.rsron sl\167,1&4 (7,t$,vn\ 8,931,6t4 8,981,577 502,732,t95
PCK Ovcr&rwr Chimrbl. 41,643590 (to7,44s) 17,751,035
StafiDcbtors PDL t3t.267,6t4 113,1?0,569 u,w7,us
Intcrcat Rc.civrblc PDL tof,t512tJ (t,6D,155) 1,2162r2 c34,028,974) 11/,s,jT),502

33n.A41 3,327,U1
StalfLo&s t41,7n 719,95t2n 97,8t6.&6
St!frlmprcst 3,r5,4t5 13,47 050,000) e68,6L)) 6,735,4E0
ComEissioD Rrceivablc -GOK 40,853,t90 5,6E8,0m 5,512.100 5,60t,900 23,951,590
Rcstitutio! -PCK 5t,t47,t09 2EJOO l,0m 5E.E18.3@
R.d[ Rccrivrblc &,?.o3,935 m,9,r9,tt5 4357J53) 63.373 4t,543,030
GOK PGnsioo CbcqrEs Rcccivsblc 268,5J3,158 25&553,15t
Trad. Dlbto6 126.7@3A l76,t4I,3lE 25.E 13.0E6 r7.83L79r (93,8r5,8t4)
Tot l R...iviblct 3,(rc,70rr3t I ,050,I31J51 1Lt10529 (agtltul 2312,71395t
ProvisioD For Bad Dcbts (6n ,623,725) (2,000,0m) o,000,(m) (674,6?3,n
N.i R.cdl.blar 2,7?3$n$t3 r,oat'r3rrsr 4r,130529 (1.271t'0\ r,63t,rr90233
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trenyc Poi Savlngs Ban*
Md inancw dalem.ntsAnnaal

Fot rh. 31 D.c.mbq 2018

Notcs lo lhe ,s,d?,ncntt

25 Prcpry{entr rnd Olher Arlct!

Accrucd intcr"st on Trcasury Bonds
Discounl on Trcasury Bonds
Fixcd d+osits in ailing financial institutions
Transitodal Accounts - Postbank (i)
Prcmiurl on Tre&eury Bonds (Propaid)

Othcr Alscts and Pr@aymsnts

Provisiot for bad and doubtful debts:

Amount! duc from subsidi.ry and dcposits

2018
Krhr

782t5,t74
s4.452,463

406,13E,379
1,07E,128,969

2,89,445,E95
91r.918.425

2,825,369,305

(/106.138379)

2.4'q.230.v25

t3,60t,741
47:13t;156

4t7,0i)7,Osl
I,O78,t8t,457

307,015,01t
917 .l/28.t38

2,851,179,t4

(417J97.0s1)

2.43+472.t13

20tT
IOht

(i) Kshr. 1,078,128,969 undcr Transitorial accourts rclal€s to bdanc€s hold in ac.ounts uscd by

thc Bank to proccss intcrnal paymcnts. Thcrcforc, tho balancc is not a rcalisablc assc'
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trcny Pott Olflcc Sov/f/,gs Bank
At ntol tW @rdfrnacl^l rlsLntanE
Fo? thc yat ardd il Daarrb.t 20lt
Not,s ao the Flrorclol Slalaict a

26 (C) trnd and Buildings

IucludDd in short-tfin leasehold land and buildin$ is a Fopcrty purchasld in Mombssa. It was
rwaluod downwards from Kshs 125 million to Kshs.50 mitlion

201t
Krht

2017
Krf!27 htrDtlblc A*lctt

Cost
At I Jeusry
Additions
At 3l Deccmbcr
Amortisation
At I Jauary
Amortization for the year
At 3l Doccmbct
Carryilg Amount
At 3l Dcccmbcr

5752t4,934
l6-571 401

s7s2t4934
0

59t -?86337 s7 I4J3'

509,069,403 490,442,331
19.436.076 l .072

528.505.479

It-31803tt

{0q .(0/l

66.1a!3tt

Tlc in8ngible ssscB arc in rcspca ofcomputr softw8re, Intemst and mobilo banting software

Thc rcvrluation ofthit cttcgory of ssseb was highcr but was found prudcnt to rceotnbe thcrn rt cosL

Cott ,/ VrlurtioD Lrnd Buildings Show Stsnd 2018 2011
Xsh! Kshg Xrhr Krtr Krhr

IrnS<cnn lcaschold 7@.000.000 I,090,000,000 0 1,850,0@,000 1,709,750,000
Shortrcrm leaschold 45,000.000 105,000,000 6,500,000 156,500,000 204,t00,000

t05,m0,000 r,r 95,000,00 5500.0{x) 2,006500.000
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Xanya Pod S.vrng, B.nl
ANsal
For tltc

tndfrur&lddarstE
31 lr.@rtu 24ru

Nol,'lo lh. AekttM

28 Srvlryr rd Doporlt Accourtt

Bfut|i Account
STEP
Bidii ECOUtrts

Swi!$ Schclrc
Plur Account

Fix.d Accoult
Sa ou-Brn
Staff Aocormt
Sabry

Junia Accoutrt
Cllontc

Sttrd
Pmoj Acoount

Aaoount
Waidi

Agcnt Aooount!
M Srvirg! Acoount
Mrswa
Akiba
Inua J

20.018.428.732 .TI.frl5lr?s

20lE
Xrfr

8,565,064,833

827,600,6E5

4,4fi3ftt:112
328t376

3,626,054Jt9
25,1X8,O52

801,82,1,98i1

63,176219
u1,6y2,511

15,97&135
47E,573,319
2s5,359924.
Er266,500

90,617
,156,,189,063

8,975,0E3

62,985,169
2303,t57
t,106,628

r 1853,98

,,'i7
reh,

\124ns,r02
75?.tt3,gB

31r4tn,sn
(21,t52)

3,s8ry103n
7tfi5,1t5

76r.tv1Tn
671993,050

A:7.60230l)
1tr3{8,3il

13ry\\sm
z3.rtlr]l$09
Err42p50

151,817

3r1p68,547
rq4il354
21'p73,0U

w42,512
l,pog,ssz



Kcnyo Posl Olfice Sqylngs Bank
Anu.al rrpori and finsncial staremc s
For lhe ycar cnded 3I D.ccmbq 201E

Notes to lh, Flnonclal Slote enrs

2018

Kshs

66,745,055

534,420,585
462,0'18,'t5l
t'l0,953 ,266
999,323,179
205,64E,962
645,636,676

2017

IGhr29 Account! Pryrblca rnd Accrurls

Tradc creditors
PCK Scrvices rcndcred- GoK Pension
PCK Encashcd Warrants Psyable
PCK- Pension Warrants
GoK Pcnsion Payroll
Accnred Expcnses

Other crcditors

59,3',14,461

534,372,8t2
462,078,751
t70,9s3266
904,0E0,077
370,493,868
529,72t,633

3.084.806.475 3.031.081_874

(i) PCK Services rendercd- GOK Pensior/othen refers to amount payable to Postal Corporation
ofKenya for services offercd to our peasionervregular customers for normal banting serviccs.

(ii) PCK Encashcd warrant payable refen to amoutrt claimable by Postal Corporation ofK€nyr
on disbursement ofpensionto pensioners. Thc
amount ofIGhs.462,078,751 which has bcen outstanding since year 2007 will be scttled along
with expccted amounts from PCK

(iii) PCK -GoK Warrant is the un-accounted amount to pensioners account held by PCK. The
unount of Kshs. 170,953,265 which has been outstaading since year 2007 will be settled along
with expected amounts ftom PCK

(iv) GoK Pension Payroll is the un-applied amount to pensioners account held by PCK

o
(ir)
(iii)
(iv)

20I8
Kshs

2017
Krhs30 GOK Pcnsion Resorve Fund

Amormt t73.295.172 (74 81.22

Thcse are pension funds fiom the Government for distribution to pensioners. ln year 2018 thc
Oovemmcnt was owed by the Bank whcrees in yea, 2017 the Bank used its money to pay

pensioners pendiog GoK reimbursement

3l Capitrl Grents

Westem Union Product
Bidii Product
Visa Elvfv Projcct
Smala, Mchama & Agency Expansion Projects

2,0t3211
3,'106,72t

229,458
22.430.560

2,0t32
3,706,72E

229,458
6.957 -6/,0

28-379.957

During the year thc Bank receied capitat grant of Ksbs 15,472,920 from WSBI

60
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N.nyo Post Olftc saetngs Banl
An ,ual rcpod otdfilo$ial ndcrn rr,r
For ,h. y.or .ndcd 3l Dcccmbq 201t

t2

No,.t to lhc Ft unchl S'lder,lEn6

CASH At\D CASH EQUIVALENTS

Bank aDd oosh bal8nc€s (notr I8 )
Deposirs ln bsnk ard Finaneial Institutions (note 19)

Trcasury Bills and Bonds (note 20 -8)

i) Dirertors rcm uncration
Dir€cto6 Honora.ia
Direclo13 Allowances

(ii) Ksy mrnagcment remuneratioD

Salarics and wsges

(iii) I.oanr to starT

wclfsrc loans

Per:onal devclopmcnt Loan

1.313.685

7 J52.96t 1.514.038

769,9E0,304 847,171,925
138.217.614ll 1-3,19

20t t
Krhr

| ,03t,7 19 ,792
62,707,U3

4,489,136,467

626,307,465
35,579,852

4,713342,O50

2017
Ktht

5.583- It4 t 01 5.131-929-367

33 RELATBD PARTY TRANSACTIONS
Thc BsnkF main lclsted parties are the Board mcmb€rs, key managcment pasonnel and stsff' The follot{ing
transaotions $,ere carried out wi0l relatcd parties

0
1.707.7M

t-707.706

80,000
1.233.6tJ

886-21l-553 986.045.539

Intqrst income on these loans was Kshs 37,920,725 (2017-44,664,7 70). The effective itrterest raL for

wclftrc loars is 5yo wirilc for pcrsooal dcvclopmcrtt losn is l0%. Stsffmortgsgcs and ctr lo8{rr arc

sccutcd by ch€r8ing ure relsted property to thc Bank

(iv) Losnr to Dircctors

No losn was issucd to dircclors in thc yca! under reviaw. However, outststlding loan balancc ofKshs
3,327,044 telstes to loans sdvanc€d to form€r dircctors.

One loan of kh2,024,403 wrs in rcspcct ofcsr loEn !o J.K. Sunbu whcre rccovcry is througb lcgal
process and th. oth€! loan ofKshlJ02,64l was for David Chabe/a (dectescd) housc loan uhqe title
had Dot bccn chargcd and recovci'y is through thc sdminist tsor ofChabcds's Estab.
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Kenya Pol Ofue Saings Bank
Anntnl
For the

37

and t nanclal sldcn,enls

35

31 Decembct 201t
Notes 1o lhc Slalemanb

CON$OLIDATION

Consolidatcd Accounts arc not prrparcd as thc Bank's wlrolly owned subsidiary,
Postbdnk Credit Limitcd, is undcr liqui&tion

36 COII{PARATIVES
Whc( ncccssary, compararive figures havc been adjusrcd o confortr to rEporting undcr
TFRS

EITOi,OYEES
Ttc alcragc number of omployccs during the year was 674 ( 2Ol7 -720).

38 QIJENT EVENTS
ve boen no events subscqucnt to thc finsncial year end with significar iEpact

ial statcments for the year ended Decomber 3 I , 20 I E

39 ORK OF POSTBAIIK BRA.NCEES
The number ofbranches during thc ycar was 98.

Thcrc
on the

03


