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l. Statement of Corporate Covernance

Tire Central Bank ol Kenya (the "Bank") is rvholly orvnecl by the Governrnent of I(enya. Thc Bank is established
by and derives its authority and accourrtability fi'orn Arricle 2il of the Corrstitution of Kenya. The Barrk is
cornrnitted to rnairrtaining the highest standards of integrity, ltrofessiorralisnr anci business ethics irr all its
operatiotls.

l.l. Board of Directors

The Central Bank of Kenya Act provides that the Board of Directors slrall be cornposecl oI a Chairperson. a

Cot'ertror. the Principal Secretary to the National Treasury. rvlro is a lron-votillg rrrcrrrhcr ancl five Non-
Exectrtive Directors including tlre Chairperson. Previou.sly. all tlre Board nrerlbers werc appointed by the
President of the Republic of Kenya. With ellect lrorn 2n'l May. 20 12. tlrc Act u,as arnenderl and rrorv requires
under Sections I l(2A) and l3(l) that the Chairperson ofthe Board and the Governor oftlre Bank. respecti\/ely.
be appointed by the President through a transparent and cornpetitive process and follorving the approval of
Parliament. The current Dilectors, in line rvith the provisions of the Act, Section l2 (lC). elected an Interirn
Chairperson lrom atnongst the tnembers to preside at rneetings ol the Boarci r.rrrtil a substantive Chairperson rs
appointed. Conseqr.rently, Dr Mbui Wagacha was on February ll, 2013 elected to pleside at rneetings of the
Board. Other tharr the Principal Secretary to tlle Treasuly rvho is ex-olficio, all tlre Non-Execurive Directors of
the Board are appointed by the President of the Republic of l(enya. All the Board rrembers are appointed for
terrns of four years each ancl are eligible lor reappoirrtrnent providecl that no Board Mernbcr holds office for
rnore tharl trvo terrns.

Tlrerc arc flve Non-Executive Directols namely Dr Mbui Wagacha, Mr.lohn Ccrin Msalari. i\4s Vivienne Yeda
Apopo arrd Ms Florence Kagenclo Muindi who are all serving thejr first terrn and Prof Williarn Otiende Ogara
rvho is serving ltis seconcl term. All the Non-Execr-rtive Directors are independcnt of rlanagellellt and [r-ee frorn
arry business or other relationship. whiclr could interfere rvith the exercise of their independent.judgernerrt.

The Board meets once every two months and has a formal schedule of agenda items due flor cleliberations. The
Directors are given appropriate and tirnely infonnation to rnaintain full ancl effective controi over strategic.
financial and operational issues. The Board is not irrvolved in tlre concltrct of day-to-clay business as this is tlre
responsibility given to tlte Govertror by the Act. It, horvever, retains responsitrilitl, lor rleterrnirrirrg the policy ol
the Bank.

The Members of the Board as at 30 .lurre 2014 ancl their attendance ol the l3 nrcetirrgs held in the vear u/ere as
[ollorvs:

No \a nre Position Discipline Date of
appointnren t

Nationa litv Meetings
attcnded

I Dr Mbui Wagacha lrrterim
Chairperson

Economist 14 March 201 I Kenyan r3

2 Prof N.juguna Ndungu Goverrror
Mernber

Economist l4 March 20ll Kenyan IJ

Prol William Otiende Ogara Mernber Profcss i ona I

Accountant
14 March 20 ll Kenyan l3

4 Mr John Cerin Msalari Member Busi ness

management
I .lurre 20 I I Kerrya n t2

5 Ms Vivienne Yeda Apopo Member Lawyer and banker l4 March 20 I I Kenyan 1

6 Ms Florence Kagendo
Muindi

Member Humarr Resource I .lune 201 I Kerrya n l3

1 Principal Secretary. National
Treasury

Ex ecuti ve
Clficer

Ecorrom ist Perrrta rr err t I(enya rr

The retnttneration paid to the Directors lor services rendered clLrrirrg the financial 2013/20i.4 is clisclosed irr Note
29 ol the financial staternerlts. The Non-ExecLrtive Directors are ltaid a nrontlrly retainer lee and a sitting
allowance for every meeting attended. There were no loarrs to Non-Executive Directors during the year while
the Executive Dircctor is paid a monthly salary ancl is eligible lor staff loans.
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Central Bank ol'Kenya
Statement of' corporate go\/enlarlce

For the ycar entled 30 JLrne 2UI4
o

l. Stutcnrent ol'CorporateCovernattce (continued)

1.2. Audit Conrnrittee

The membels of rhe Audit Comrnittee are Plof William Oriende Ogara (Chairman), Mr John Cerin Msafari, Ms

Florence Muindi and Ms Vivienne Yeda Apopo. The members are all Non-Executive Directors having

exlterience in Accourrting, Auditing, Ecorromics, Banking, Financial and Business Management and Legal

llatrel's 'l'lre Conrmrttce currently nrcets once e\/ery t\vo months and as necessary. The Terms of Ret'ererrce tbr

rhe Audrr Coutnrrlrec ct-rver'Ilve maJor areas, rtaurely, lntelnal Corrtrol, Ftnancral Reporrirrg, l(isk Managenlent,

lnternal Auclrr and E.rtelrtal ALrdrt

-l-6e ALrdtr Cornrnirtee's mandare under lnternirl Control covers evalLlation of control culture, the adecgr.racy ot'

the internal corrrlol sysrelns aud complrance wirh International Financial Reporttng Standards rn preparation ol
t'inancial srarernenls, tlte overall et'tectrveness of the internal control and nsk management tl'amervorks, and

revieiv of the ef'tecrrveness of the systern fbr monitoring conrpliance with laws and legr.rlations.

-l-[e manrlare relatirrg to liirranciirl llcporting requires the Audit Cornmittee to review signiticant accoLrntillg

ancl leltoltrng issucs arrcl rhcir impact on thc trnancial repolts aud ensur'e current flnanciai risk aleas ale being

rnanagetl upproprrarety 'l'ltc ('onrnrttec also ensures the atlecpracy of the tinarrcral Icportrng process and revtervs

the Bank's rnortrhly manageurenr accoulrts anrl annual frnanctal statements betblc approval by rhe Board and

leIease

Wrth regalrl ro l!.rtcrual Audit, rhe Audrt Commrttee leviervs the external auditor's proposed audit scope,

approacl-r and arrdit delrverables, and revrew draft tlnancral statements befbre subrnission to the External Ar.rditor
tbr audrt

'l'he Cornrr-rittee's manclate on lnterrral Audit covers levierv of the activities and resources of the lntelual Arrdit
tirrrction, eft'ectiveness, sranclirrg ancl independence of rntelnal audit function rvithin the Bauk; revrerv of the

urrelrral audit plarr, arrcl lbllorv trp of implementation of rnternal auditor's tindings and recommendations. '[he

Ar.rrlrr Comrnirree repons ro the Boar'd ol Directors on the standing and indeperrdence of rrrtenral audit function
wrrhin rhe Bank; revrew of the rrrternal aLrdir plan; and tbllow up of rmplementatiou of rntelnal ar.rditor's lindrngs
and recomrncrrdations. -l'he Audit Comnrrttee r'€porrs to the Boar(l ol Directors on apl)roach and audit
deliverablcs, and revrerv drati accounts befbre subrnissiorr to the E,rternal ALrditors for audir

'l'he iVlenrbers ol'the Ar.rrlrt C'ornrnrttee as aI i0 Jurre 2014 and therr attendance of the I6 meetrngs held in the
year wl: lc as tbllorvs'

1.3 i\'lonetarl, Policl, Conrnrittee (MPC)

Sectron 4D olthe CBK (Arnendment) Act 2008 establrshes the Monetary Policy Commirtee. The cornmitree rs

responsrble tbr tbrnrulating nlonetaly polrcy arrcl rs reclurred to meet at leas( once ur two rnontlrs Members ol'rhe
committee ale apporntecl by the Cabinel Secretary tbr Firrarrce fbr an rnrtral perrod ot'thlee years each ancl nray
be realrpoinrecl tor another final term ot'three years.

o

o

a

O

o

o

o

o

4

No Nante P osit ir-r rr Discipline Nationality IVleetings
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I)rol' Willrarn Otrende Ogala Cha ir'nran l'rot'essional Accountant Kenyan l5
) Vlr Johrr Cerrrr Msal;rr'i M enr ber Business Marraqement Kenyan r5

J Ms I:lorence l(as,endo Murrrdi Mernber l-lLrman Resource l(enyan I6
4 Ms Vrvrenne Yetla Apopo rVlernber Larvyel and Banker l(en yan -)

o



o
Central Bank of Kenya
Staterrent of corporate governance
For the year ended i0.lune 20l4

a

a

o

(,

o

a

o

o

L Statemcnt of Corporate Govcrnance (continued)

I.3 Monetary Policy Committee (MPC) (continued)

The Mernbers of the MPC as at 30.lune 2014 and their attendance of the 6 rneetings held in the year were as
follorvs:

1.4 Human Resources Conrntittee

The comrnittee meets once every trvo months and rvlren need arises to review hurnarr resource policies ancl tnake
suitable recommenciations to the Board.
The nrernbers ol the Hurnan Resources Corrrnittee as at j0 .lurre 2014 arrd thcir attendarrce of the 5 rneetings
held in the year were as lollorvs:

There rvere 4 Special Human Resource Comrrittee rneetings held in tlre ycar. the attenclance ol',vhich ,,vas as
follori,s:

I.5 Financial Stabilit], and Investment Comnrittee

The comrnittee lneets rcgularly ancl as ancl u,hcrr neecl ariscs to revierr,firrarrcial stability issues and provicle
oversight of loleign reser\/es lranagerrelrt ancl irrvestrnerrt pol icies arrri rnakc sLritahle recorrrlcrrrlations to the
B oa rd.

Mernbers of this cornrnittee wllo served during tlre year are as lollows:

No Nanre Position Discipline Nationality M eetings
a tten d cd

Prol Njuguna Ndr,rngu Chairrnarr Econornist Kcnyan 6
z Dr Haron Sirima \rice Chairrnan Econornist Kerryarr 6
3 Principal Secretary, Nationai Treasury Member Ecorrornist Kenyan 6
4 Prof Francis Mrvega Mernber Ecorrornist I(en ya n 6
) )rof Terry C. Ryan Mernber Econom ist Kerryan 6

6 Vrs Sheila Mbiiierve Mernber Firrance Kenyarr 6
7 \4rs Falida Abdul Memher Ecorrorr ist Kcn ya rr 6
I Vr Charles Koori I nterna I - Vl ern hcr Ecorrorrist iI(cn1,an 6
9 14r'.lohn K. Birech Irrterrral- Mcrnbcr E,corrorrr ist Kcrryarr 6

No Na nrc Pos ition D isciplin c N ation alitv M cetings
attendcd

I Ms Florence Kagendo Muindi Clta irpelsorr Hrrrnan Rcsorrrce Kenyan 5
1 Prof William Otiende O.qara Menrber Prolessional Accor.lntar'tt l(enya n 5

J Mr John Gerin Msafari Member Busirress management Kenyan 4
4 Ms Vivienne Yeda Apopo Member La,'r,yer and barrker Kenyan I

No Nanre Pos ition Disciplin e N ation alitv M ectings
a ttcn dcd

I Ms Florerrce Ka.qendo Muindi Cha i rperson l-luman Resoulcc Kertyan 4
2 Prof William Otiende Ogara Mernber Prolessiona I Accountatlt Kenyan 4

J Mr .lohn Gerin Msafari Member Business rnanagen'lel1t Kenyan J
4 Ms Vivienne Yeda Apopo Member Lawyer and banker Kerryan I

5 Dr Mbui Wasaclra In attendance Econornist l(enyan 2

No N anre Position Disciplin e Nationalitv Meetings
attend cd

Ms Vivienne Yeda Apopo Chairperson Lawyer and Barrker Kenyan 2
2 Prof William Otiende Ogara Member Prolessional AccoLrntant

Professiona I Accountatlt
Kenyan 2

J Dr Mbui Wagaclra Member Economist Kerryarr )
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Central Bank of Kenya
Statement of corporate goverrlance

For the year errrled 30 June 2014 o

l. Statcnrcrrt ol' Corporute Ctlt'crltaltce (corrtirrued)

1.6 i\'l arr:rgcnrcut Structure

'l'he Cenrral Barrk's Seuror Managenrent teanr rs nradc Lrp ol'the Covernor, the DepLrry Covernor and the heads

of'rhe Bank's varior.rs cteltartments as irrclicated on page l. -fhe posirions ot'Covertror and Deputy Coverrtor are

scr osr ut rhe CBI( Act Cap 491 ol'the Larvs ol'I(enya l'lre Senror Managemertt tneets regLtlarly to revrerv the

overall pertbrrnance of rhc Bank

'l'l-rele are sevelal othel marragcnrerrt cornrnitlees, rvhich advrse the Covertror on specrfic lssues nr or der to

enable him ro drscharge his r'esponsibilities as the ChielExecutive Ottlcer of the Bank

1.7 Cr.rde ol'Ethics

'lhe Bank is committed ro rhe highest standards of rntegrrty, behaviour and ethics. A formal code of ethics tbr all
errrployees has been ap1>roved by rhe Board and is fully implemented. All employees of the Bank are expected to

avoid actrviries and tlrrancial inrerests rvhich could give lrse to conflict ol interest rvith their responsibilities in

rhe Uank Srrrcr lules ol'conduct apply ro the entrre Bank's stafl under the staff rules and regulatrons.

1.8 lntcrnll C0lrtr0ls

Managernerrt of- rhe Bank has pur irr placc a sel'les ot'rnrernal control mecltanisrns to ensule the repolting ol'
complete irrrd accurate uccoLnrtlng rnlblrnatror-r. l)tocurement ot'goods arrd servrces is strrctly clone rn accordance
with the I)Lrblrc l)roculerrrent & Disposal Act, 2005 lrt all operatrorral areas of the Bank, rvorkl'lorvs have been
structLlred ln a nrallnel tltat allorvs trdecluate segrcgltioll ot'tluttes

1.9 Authoriz-utions

AII rhe expendrrure of the Bank rnust be aLrthonzed in accor'dance with a cornpreherrsive set ol Bank polrcres
and proceclures 'l'here is a budget and a plocurerneut plan that rs prepared and approved by the Boald betbre
cornlnenccrrenr olthe tlrrancial year. The Board ol'Directors recelves regular management accourlrs companng
actual outcornes against btrtlget as a lneaus of rloniroring actual tlnancial perlolmauce of the Bank.

l.l0 Irrtcrrrul r\udit :rnd ltisk lVlarr:rgerncrrt

'l'hc rntcrnal aurlit Iunctror) rs per tbrnred by lnterrral Audir Dcpartrnent. llrsk N4arragernerrt Unit is a separate
tiructron unrlel tlre Banking Departrnent and rs responsrble tbr monitoring and ploviding advice ou rhe Bank's
risk managernent liamervork. All reports of the lnternal Audit Departnrent and Risk Management Unir are
avarled to rhe Audit Comrnittee of the Board.

l.I I'l'rlnspurencl,

The Bank publrshes an Annual llcpolt, iVlonthly Economrc l{evrerv, Weekly Releases, Staristical Il}ullerru ancl

Bi-aunual IVlonetary Policy Statenrer'rt rvhich cxplains cLu'r'enI nronetary policy and also plovides tlre e.rpected
rnonetary policy stance, In addition, the Bank rssues policy briets to the TreasLrry on both rhe monetary and
tiscal polrcres On an annual basrs, the tlnancial statements are published irr the Kenya Cazetre and are also
placed in the Barrk's rvebsrtc
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Central Bank of l(enya
Frnancra I perforrnance
For the year ended 30 .lune 20 I 4

2 Financial Perfornlance

The Bank's financial performartce is aflectecl [ry rnonetary polrcy r.rnclertaken, rnoney supply, rrterest ratcs and
exchange rate. The Barrk's financial perforrnance rs prcsented on page t l oftlrese finarrcial starenrents

DLrring thc finatrcral ycar errclecl 30.lunc 2014. the Bank's net nltercsl nlconre altcr rrtrpairmerrt clrarge rvas SIrs
4.7-5ln11llis6(2013 Shsl.9l2rnillrorr).Thetncreaseiscluetorecluctrorrofrronctarypolrcyexl)ensesattritrLrted
to the stancc takerr bv the Monetary Polrcy Comtnrttee

The Barrk's trnrealized foretgn exchange gains wenr up signrficantly to Shs 14,759 million (2013: Shs 5,(r23
rrrllion) due to increased levels of loreign exchange reselves together with a rveakening shilling in the year
urrder revrew.

Net trading income mainly generated fiom sale of foreign currency increasecl to Shs 2.24-5 rnrllion (20 l3 S6s
l,(r99 rnillion) due to movetnents in ma.ior loreign cun'ency exclrangc rates ancl rna.jor goverrrnlerlt repayr.nents
durrng the year

Operating expenses increased significantly to Shs 12. 177 rnilliorr (20 l3 Slrs 9.404 rrrllrorr) as a rcsr.rlt of tlre
write off of the unamortized portrorr relating mairrly to the cost of currerrcy notes u1 issue in tlre 1,car. of Slrs
1.22-5 mrllion following a change in the estirnatecl r,rselr.rl lrves of tlre var.ror.rs clrrr.cl]cv rrotcs rlerrorrrrratrorrs See
note 2(t) Tlre cost of cr'rrrettcy coins also increased by Shs 780 rrrillion rn the ycar to Shs 1.75(r rnillrorr (201-i
Shs 97(r rnrllion) Staff expenses rncreased by 7%. to Shs 3,899 rnrllion (2013 SIrs 3,645 nrrllion).

Ctrrrency costs are expected to significantly increase irr the next financial year (2014115) as the Barrk plans to
issue new generation currency to comply rvitlr constitutional requirernents.

The outcome of the Bank's operatiorrs lvas a net srrrplu.s olshs l-1.504 rnillron (201j r.estared. Shs j,-s73
million) rvhrch lras beerr added to the general reser.ve funcl

TIre financial position for the year is set out orr page 12.

The atnertdtnents to /,4,S l9 Employee Benefits eflective flor the period starting on or altcr I .larruary 20 l-j 6ave
been applied by the Bank for the first time. The revised standard reqrrrres rhat all actuarial gains arrd losses
arising in any given year be recognised immediately in other comprehensive income. The largJst impact of tlre
adoption has been an increase in the pension asset re)ating to unrecognized actuarial gainl posted to other
comprehensive income as a prior year adjustment. This has lecl to arr inirease in I .luly 2-0ll opening pension
asset by Shs 5.141 million. Additional disclosures have beerr rrade in the firrarrcial statelner.rts rrr accor(larrce
$'ltlr the revtsed standard irl rrotes 2 and l7 to tlre financial statenrents. TIre rctrospcctrvs sf;.a1 of the standarcl
has heen incorporated on tlre financial slatelnents. irrcluclrng the irrclusion of a thircl columrr rn the Staternelrt of
Frttanctal Posrtion relatrng to tlle restate(l posttrorr at j0 .lurrc 20 I2. in accor.clarrce \vith lptetxattorral [:rrrarrcral
Reporti ng Standard requtrentclrts.

Tlre Bank's assets increased to Shs 854,604 rnillion (2013 restated: Shs 595,5i0 million) fosterecl by receipts
frorn diaspora, receipt oIthe $2bn Eurobond in June 2014 and movement in exchange rates in tlre year.

Lrabilities on tlre other hand irrcreased to Shs 784.212 nrillion (201-r. Shs 53i,4iO million) due to higher
liqrridity as evidenced by Irigher deposits lrorn banks arrd goverrrnrent at Sh.s 448,800 rnilliorr (201 3: Shs
I9l.(r7l rnillion), currerlcy irr circulation at Shs 199.966 rnillron (20 I3: Shs 183.047 rnillion) arrcl IMF at Shs
130,064 rnillion (2013 Shs 118,568 rnillron).
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The Director.s submit their report together lvith the audited financial statenlents for the year ended 30 Jurte

20 14, which slows the state oi affai'i of Central Bank of Kenya (the "Ba.k")'

Central Bank of KenYa

Directors' rePort

For the year ended 30 June 2014

Incorporation

The Bank is incolporated under Article 23i of the constittttiolt of Kenya,20l0

Board of Directors

The Board of Directors who served during the yea| and up to the date of this leport are listed on page I

Auditors

The Bank is audited by the Auditor General in accordance with Section l2 of the PLrblic Audit Act and the

Central Bank of KenYa Act.

By order of the Board

2014

Principal activities

The Ba,k is established and administered under the Constitution of Kenya,20l0 with the principal object of

fo.nulating and irnplepreuting monetaly policy directed to achieving and rnaintaining stability in the genelal

levelof prices. It is also the r.Isponsibitity of tire Bank to foster liquidity, solvency and proper functioning of

a stable nrarket-based financial ,yrt"rn. The Bank also acts as banker, advisor and fiscal agent of tlte

Government of KenYa.

Results and dividend

T5e surplus for the year of Shs 13,504 rnillion (2013 restated: Shs_3,573 million) has been added to the

general i.r"rr" fund. The Directors do not recomtnend the payment of a clividend (2013: Nil)'

i/
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Central Bank of Kenya
Statement of Directors' responsibilities
For tlre year ended 30 JLrne 2014

'fhe Directors are lesponsible for the preparation of financial statements for each financral year that give a true
and fail view of the state of affairs of the Bank as at the end of the financial year and of tlre Bank's surplus or.
deficit. The Directors also ensure that the Bank keeps proper accounting records that disclose, with reasonable
accuracy, the financial position ofthe Bank. They ale also responsible for safeguarding the assets ofthe Banl<.

The Directors accept respotrsibiliry for the prepalation and fair presentation of financial staternents that ale fi'ee
flonr nraterial misstatetnents whether due to fi'aud or en'or. They also accept t'esponsibilily for:

(i) Designing, irnplententing and Inaintaining internal control necessary to enable tlre preparation of financial
statenlettts tliat are fi'ee fiorn rnaterial rnisstaternents, whethet'due to fi'aud ot'el'lor,

(ii) Selecting and applying appropriate accounring policies; and

(iii) Making accounting estirnates and judgrnents that ale reasonable in the cfu'cumstances.

Tlre Directors are of the opinion that the financial statements give a h'ue and fair view oF the state of the
financial position of the Bank at 30 June 2014 and of the Bank's lnancial pelfornrance and cash flows flor the
yeal' then ended in accordance with Inteutational Financial Reporting Standards and the requirements of the
Central Bank of Kenya Act.

Notlring has come to the attention of the Directors to indicate that the Bank and its subsidiary will not renrain a

going conceru for at least trvelve rnonths from the date of this statement.

Approved by the Board of Directors and signed on its behalf by:

c

Governor Dire

2014
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Telephonc: +254 -20 -342330

Fax: +254-20-3 I 1482

E-Mail : oag@oagkenya.go.ke
Wcbsitc: rvrvrv. kenao.go.ke

P.O. Box 30084-00100
NAIROBI

KENYA I{ATIOI\AL AUDIT OFFICE

. -;l

REPORT OF THE AUDITOR.GENERAL ON CENTRAL BANK OF KENYA FOR
THE YEAR ENDED 30 JUNE 2014

i$li'n
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O
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REPORT ON THE FI CIAL STATEIVENTS

The accompanying financial statements of Central Bank of Kenya set out on pages
11to 47, which comprise the consolidated statement of financial position as at 30
June 20'14, and the consolidated statement of comprehensive income, consolidated
statement of changes in eouity and consolidated statement of cash flows for the
year then ended and a summary of significant accounting policies and other
explanatory information have been . audited on rny behalf by
PricewatbrhouseCoopers, auditors appointed under Section ag ofthe public nudit
Act,2003 and in accordance with the provisions of Article 22g of the Constitution of
Kelya The auditors have duly reported to me the results of their audit and on the
baSis of their report, I am satisfied that all the information and explanations which to
the best of my knowledge and belief, were necessary for the purpose of the audit
were obtained.

'ii,' .., . ;;' r .t .. ',1'i

Directors' Responsibility for the Financiat Statements

The Directors are responsible for the preparation and fair presentation of these
financial statements in accordance with lnternational Financiai Reporting Standards
and for such internal control as Directors determine is necessary to enable the
preparation of financial statements that are free from material misstatements,
whether due to fraud or error.

The Directors are also responsible for the submission of the financial statements to
the Auditor-General in accordance with the provisions of Section 13 of the public
Audit Act, 2003.

Auditor-General's Responsibility

My responsibility is to express an opinion on the financial statements based on the
audit and report in accordance with the provisions of Section 15(2) of the public
Audit Act,'2b03 and submit the audit report in compliance with Article 229(7) of the
Constitution of Kenya. The audit was conducted in accordance with lnternational

o

a

a

1

a
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Standards on Auditing. Those standards require compliance with ethical

requirements and that ihe audit be planned and performed to obtain reasonable

assurance about whethbr the financial statements are free from material

misStatement.

An audit involves performing procedures to obtain audit evidence about the amounts

and disclosures in the financial statements. The procedures selected depend on "
the auditor's judgement, including the assessment of the risks of material

misstatement of the financial statements, whether due to fraud or error. ln making

those risk assessments, ;t.he auditor considers internal control relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit

procedures that are appropriate in the circumstances, but not for the purpose of

expiessing an opinion qn the effectiveness of the Bank's internal control. An audit

uiro in.irius euutrating the appropriateness of accounting policies used and the

reasonableness of accounting estimates made by the Directors, as well as

evaluating the overall presentation of the financial statements.

I believe that the audit evidence obtained is sufficient and appropriate to provide a
basis for my audit opinion:

Opinion

ln my opinion the financial statements present fairly, in all material respects, the
financial position of the Bank as at 30 June 2014, and of its financial performance

and its cash flows for the year then ended, in accordance with lnternational Financial
Reporting Standards and comply with the Central Bank Act, Cap 491 of the Laws of
Kenyl.

Edward R.O. Ouko, CBS
AUDITOR-GENERAL

Nairobi

29 September 2014
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Central Bank of Kenya
Financial Statements
For the year ended 30 June 2014

Consolidated statement of comprehensive income

Interest income
Interest expense

Net interest income

(lncrease)/decrease in loan impairment

Net interest income after loan impairment (charge)/credit

Fees and commission incorne
Net trading income
Other incorne

Operating income

Operating expenses

Operating deficit before unrealised gains/(losses)

Unlealized gains and losses:
Foreign gxchange gain
Fail vahie gain/(loss) on financial assets held for trading

Surplus for the year

Other comprehensive income
Items that u,ill not subsequently be reclassified to profit or loss

Actuarial (loss)/gains in retirement benefit asset

Adjustment to revaluation reserve

a
t

o

o

o

a

o

Notes

15

5,828
(1,069)

5,904
(4,037)

Year ended 30 June
2014 2013

Restated
Shs'million Shs'rnillion

4

5I

ti 4,7 59

(2)

t,861

45

2(q)
6

7

4,7 57

3,000
2,245

803

|,912

3,000
1,699

798

8

10,805

(12,17'7)

1,409

(9,404)

(1,312) ( 1,995)

14,7 59
1t7

5,623
(s 5)

t7
18

13,504

(1,126)
(46)

3,5',73

2,983

Total cornprehensive income for the year

The notes on pages 16to 47 are an integral part of these financial statements

12,332 6,5 56

o

o
ll



Central Bank of Kenya
Financial Statetrretrts

As at 30 June 20 14

Consolidatcd statement of financial position

Assets
Balances dLre from banking iltstitutions
Advances to battks
Funds held with lnternational Morletary Fund (lMF)
Loans and advattces
Financial assets at fair value throrrgh profit or loss

Ilrvestments securities - Available-for-sale
Other assets

Property and equipment
Intangible assets

Retirerrent benefi t asset

Due fronr Govet'rttnent of I(enya

Total assets

Liabilities
Currency in circulation
Deposits fi'or.n banks and governtnent
Due to International Monetary Futtd (lMF)
Investrnents by banks
Other liabilities

Total liabilities

Equity and reserves
Share capital
General reserve fuud
Revah"ratiort l'eserve

Ploposed dividend

183,047
191,611
I r 8,568
41 ,5 89

2,595

t59,216
160,642
101,868
35,673

L,))Z

As at
30 Jurte 2014

Notes Shs' million

As at
30 June 2013

Restated
Shs'million

450,693
351

2,694
2,645

17,929
6

4,t t9
12,052

9'73
8,1 08

3 5,960

As
30 June 20

Restated
Shs'million

r0
l4

I 3(a)
l5
ll
l2
l6
I8
l9
t'l
20

21

22
r3(b)

23
24

681,397
50

692
2,654

78, I 90
6

3,366
I 3,8 13

639
7,659

66,138

395,283
9,973
2,200
3,560

42,678

2,557
r r,65 r

1,2'72

4,430
38,1 3 t

8s4,604 595,53 0 5 I 1,735

t99,966
448,800
130,064

5,382

784,2t2 53'7,410 458,731

25

Total equity 70,392 5 8,060

Total equity and liabilities 854,604 595,530

The fir;anciafi staten]ents on pages 1l to 47 were authorised for issue by the Board of Directors on

+ I f I 2014 and signed on its behalf by:--ti-r-1-

5,000
56,539

8,853

5,000
44,t61
8,899

5,000
37,605

8,899
r,500

it

I
5 3,004

51 1,735

a

o

o

Governor' Dir'
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o
Central Bank of Kenya
Financia I Staternerrts
For the year ended 30 .lune 20 l 4

Consolidated statement of changes in cquity

Notes Total

a

a

a

o

o

a

a

Share
capital

Shs'million

5.000

Gen era I

reserve
firnd

Shs' nrillion

Revalu ation
rese rve

Shs'nrillion

Proposed
dividend

Shs' nrillion Shs' million

Balancc at I Julv 2012 as
previouslv reported

Restatements orr adoption of
IAS l9 Revised

As rcstated on l.luly 2012

Surplr,rs for tlre year

Other cornprehensive income
Actuarial gains in retirement

benefit asset

Total comprehensive inconte
for the year

Transactions rvith orvners

Dividends paid

Restated balance as at 30
June 2013

3 s,3 68

2,237

8.89e l._s00 50,7 67

) )1117

5,000 3 7.6 05 8.8 99 r,500 5i,004

i.5 73 1.5 7

83 2,9 83

6,55(r (:,55 6

(r ,s00) ( r.s00)

5,000 44,161 8,899 5 8.060

Note:

- Tlte revaluotion re.sct'r,c relalcs lo unrealized gains on t,oluation oflond. and br.rildi.ngs thot tvill Dot be rec.vcled
into profit or lo,r,s.

- The share copital and propo.sed dividend resetl'e have been described in note 2 (m) onfl 2(n) rcspectit,elt,.

The notes on pages l(t to 47 are an integral part ofthese financial statements.

O
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Cenrral Bank ol Kenya
Frnancial Statements
For the yeat'eucler.i 30 Jttrte 2014

o

Consolidated stiltcnlcllt ol' chartges in equity (corttinued)

Notes Sltare
capital

Shs' nrillion

Ccncntl
rcse rvc

Iund
Shs'nrillion

llevaluation
rescrvc

'l'otal

Shs' nrillion Shs' nrillion

Ilalancc .rt I J uly 2013 as previously
repo rted

Resrarernents on adoption ol IAS l9
Revi sed

As rcstated orr I J ul1' 2013

SurplLrs lbr the year

Arl.1ustrrrent to |eva I uitltotr rcsel \/e

Other cornllrelierrsr ve lrlcortle
Acruarial losses in rctlrerncnt berletit

A SSEI

5,000

5,000 44.1 6 1 8,899 5 8,060

13,504 I3,504
(46)(46)

(r,r26) (r,r26)

39,020

5.I4I

8,899 52,9 r9

5,l4l

o

o

o

o

o

o

o

o

t'7

1ii

'l'otul contpreltetrsive itrconrc l'or tlrc
yc:lr r2,378 (46) r? 1i?

Rcstated balance as x( 3U Jurrc 20I4 5,000 56,5 39 8,85 3 '70,392

N ote

-'fltc rcvuluottun [esur\jc relttrcs tu uttrettltzcrl gotn5 ()n t,olttuttt.ttt oJ lurtl artd butldrtrgs tltot vvtll rtut bc rec.y,clctl

rttto ptr-tJit t,r lus:

-'l-ltc sltttre cttprtol tttttl pr<tpt.tsed clividettd )'eserve lttve beett descrtbed tn trcte 2 (n) and 2(n) respecttvel-,,,

-l'he 
notes on pages I6 to 47 are an urtegral palt ol'tliese Ilnar-rcral statements,

o



o
Central Bank of l(enya
Finarrcral Statements
For tlre year ended i0.lune 20 l4

Consolidated statenlent of cash flo*,s

Nct cash generated from operating activities

Cash f'lorvs front invcsting activitics
Purchase ofproperty plant and equiprrent
Purchase of intangible assets
Proceeds from disposal ofproperty and equrpmerrt
Net sale/(purchase) of financial assets

- held for trading
- held to rnaturity
- availahle-for-sale
- funds held rvith Intemational Monetary Fund (lMF)

Notes

26

Year ended 30 Junc
2014 2013

Shs' nrillion Shs' million

219.931 67.2C)0

a

a

o

o

a

o

o

t8
19

(2,792)
(e)

30

12.\26
(2,2-s r)

2.002

( r ,230)
(46)

ll

(32,344)
(7,33 t )

(6)
(4e4)

Net cash frorn/(usecl in) investing acti\/rties

Cash florvs from financing activities
Proceeds lrom International Morretary Fund (lMF)
Drvidends pard

Net caslr lrom financing activities

Increasc in cash and cash equivalents

Cash and cash eqrrivalents at start of year

Caslr and cash equivalents at end ofyear

TIre rrotes on pages l6 to 47 are an integral part of these financial statetnenrs.

9.10(r (41,440)

I I .49(r 16,700
( r .s00)

I1,496 r5.200

240,5i9

408,426

40.960

367.466

27 (r4 8.9(r-5 40S.4l(r

o

o
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Central Bank olKenya
Finarrcial Statements
For the year ended 30 June 2014

a

o

o

o

o

o

a

o

Notes

I General infornration

Ccntral Bank olKcnya (thc "Bank'') is cstablished by and dcrivcs its authoril.y,and accountabilitl, li'onr rhc Ccrrtral
Bank o[ Kenya Act Cap 491 of thc Laws of Ken1,a (thc "CBK Act"). 1-lrc Bank is rvholll, orvncd bv Lhe
Government ol'Kcnya and is donricilcd rn Kcnva. Thc Ilank acts as bankcr. advisor and a.ecnt ol'tlrc Covcrrrnrcnt
of Kenya.

2 Sumnrary of significant accounting policies

Tire principal accotrnting policics adoptcd in Lhe prcparation ol'thcsc financial statcrncnts are scl out bslos,. 
-l-lrcsc

polictes Irave heen consrstently appliecl to all years presentecl. unless otlrerrvrse stated

(a) Basis of prcparafion

Tlre financial statements are prepared in conrpliance rvith Intcrnational Financial Reportine Standards (IFRS). Thc
rrleasurcmcnt basis applicd is the historical cost basis. excepL \vhcre otherrvise statcd in the accounting policies
belorv The financial staternerlts are presented in Kenya Shillings (Shs), rounded to the nearesr milliorr

Changcs in accounting policy and disclosures

(i) New ottd ontended stondards adoptcd b), the Bonk

IAS 19,'Employee benefits'rvas amended rrr.lurre 20 ll. Tlre amendrrents to IAS l9 eflectrve for perrods starting on
or atier I .lanuarl' 2013 havc been applicd by thc Bank lor thc first tinrc.'fhc rcviscd standard requircs that all
actuarial gains and losses arising in anv qiven vcar ltc t.ccogniscd imrncdiatclv in Otlrcr Cornprchcnsivc
Itrcotne. Previolrsly actuarial gains and Iosscs outside thc l0% corridor rvcrc dcf'crlcd and arrroltiscd qvsl tlrc
expected rvorking lile of ernployees.

The largest impact of tlre adol>tron lras been an irrcrease irr the perrsion asset relating to unrecognized actuarral gains
posted to Other Cornprehensive Irrcome as a prior year adjustment. Tlris has led to increase in I .luly 20 l3 opening
reserves by Shs 5,141 million. Additional disclosures have beerr made rn tlre financial statements in accordance with
tlrerevrsed standard in note l7 to the financial statements. The retrospective effect of tlre standarcl has [reen
incorporated orr tlre financial statements, including the inclusion of a thrrd colunln in the staternent of financral
position relating to the restated position at 30.lune 2012, in accordance rvith IFRS requiremerrts.

IFRS 13,'Fair value measurenrent', ainrs to irnprove consistency and rcducc corrrplcxitv bl,plovidirrg a prccise
definition of lair value and a single sourcc of lair valuc nleasuremcnt and disclosLrrc lcquircrrrcrrts lor use across
IFRSs. The requirements. rvhich are largcly aligned bctrvecn IFRSs and US GAn P, do not cxtcnd the usc of'lair
valuc accounting but providc quidancc on hou, it should bc applicd rvhclc its usc is alrcady rcquilcd or pcrnrittcd
by other standards rvithin IFRSs or LJS GAAP. Thc application ol'IFRS l3 has rcsultcd in cnhanccd lair.value
disclosures in the financial statements and has irrpacted the clisclosr.rres r,rnder note 29

IFRS 10,'Consolrdated financial staternents'- is a nerv stanclard tlrat replaccs tlrc corrsoliclatiorr rcquircrncnts irr
SIC-12 Consolidation-Special Purposc Entitics and IAS 27 Consolidatcd and Scparatc Financral Starcrnents. 

.fhc

standard builds on cxisting principles by identiiying tlrc conccpt of'control as the dctcnninirrg factol in rvhethcr an
entrty should be included rvithin the consolidatcd financial statcnrcnts ol Llrc palcnt comparr),and provides
additional guidance to assist in the determination of control where this rs dtfficult to assess.

Tlre revised definition of control locuses on the need to have both powcr and variable returns belorc control is
prcsent. The Bank has only one subsidiary. Kenya School of Monctar5, Studies, for',,vhich it has 99% ownership.
Tlre Directors are satisfied that orvnership of the entity meets the revised defirrrtiorr of control.

There are no other IFRSs or IFRIC interpretations that are cflflectivc for the first tinrc lor thc financial year
beginning on I .luly 20 13 that rvould be expected to have a rlaterial irrrpact on tlre Barrk.

o
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Central Bank ol Kenya
Frnancral Staternents
Fol the year ended 30 Jtrne 2014 o

Notes (continued)

2 Sumnrary ol'signilicartt itccountirrgpolicies (continued)

Changcs iu lccourrtirtg policl' und disclosures (contirrued)

(it) Stttttdttrds, (rrttcrtdtttettts uild ilttcrprct(tttuils to c.ttstittg slttttdurds lltctt ttt'e not yel eJJecttve urtd ltttve not becn

ertrl.1, udoptctl b.l, tltc l)rt ttl'

A nunrbcl ol ne\v standurds and arrcrrdr:-rcnts tt.r stcndut'ds and interpletations arc et'lcctive tbr annual periods

begrnning atrer I July 2013, and have not been applied in preparing these tinancial stat.cnrents. Nonc olthcsc is

expected to have a srgrrilicant et'tect on the tlnancial statements olthe Bank, except tlre tbllorving:

Il ltS .), 'ljinanciul irrsrrurrrcnts'. addlcsscs thc clirssillcutir)n, rneasurement and recognition ot' linancill asscts anrl

lluuncrll Ii.rbilrrics. Issucd irr Novcrrrbcr'2009 and Octobcr 20 ll, it rcpluccs thc palts ol'IAS 39 thut rclirtc to thc

classillcatrtrn and r.ucirsurr:rrcnt ol'lrnancial instruuten[s. lFl{S 9 requires Iinancinl assets to be classi lied into trvo

ntcasurclltcnt ciltcqorics'thosc rTrcirsulcd as ut liliI r,irluc erld thosc Incasurcd il[ arnor'tiscd cost.'l'lic dctcrnlinution
is nradc at initral recognitir'rrr.'l hc clussilrcution dcpcnds on thc cntit)"s bustness rnodel lbr ntutrrgitre its lrnrincial

instlunrcnts arrd thc corrrrl.rctual cosh florv charactcristics ttl thc instluntcnt. l--or llnanciul liubilitics. tltc stantlitrd

rctuins nrost of thc IAS 39 r'cquircnrcnts.'l'hc nluin chungc rs that, in cascs *'ltctc thc lirir valuc option is takcn lbr
lrnancill liabilitics, thc pxrt of a firir valr.re change duc to an entity's orvn crcdit risk is lecordcd in othcr
conrltlchcnsrvc incorrrc ralhcr thun thc inconrc sLatcrncnt, Lrnlcss this crcatcs i.tn occountirtt ntisntatcli.'l'hc [)ilcctols
orc 1,g1 1,, asscss ll:ltS 9's lLrll inrpact irnd intcnd to adopt IFRS 9 no later than lhc accounting pcriod bcginrring on

ol alicr I Jantrari' 20 I5

Anrcndrncrrrs Lo lr\S 32 tirlctl Ol'llsctting lrirrurrci.rl r\sscts and Irirtancial l-iirbilitics (issucd in [)cccrnbcr 20 I l) -
'l hc irnrcndnrcrrts atltlrcss rnetrrrsistcncics irr cullcrtt placticc shcn itppllinc thc crllsctting elitclia in lz\S 32. rnainl.v

b1'clar'il_r'iut rltc ntcruring ol "curruntly lrus a Icgully cnlirlccirblc right ol sct-ol'l'' artd LItat sonlc gross scttlcr)rcnt

s),stcnrs rrur bc corrsidcrcd ccluivuluut to nct scttlcrncn[. I'hcy urc cllcctirc lbr annual pcrlods bcginniug on or alicr
I .lirrru:rr\' 20 l.l. rvith rctrl)spcctivc rtpplicatirtn.

Arlcndnrcnrs to IAS -)6 trtlcd I(ccu\,clublc Artrourrt [)isclosulcs lbr Non-[iinancial Assets (issucd in Ivlal'2013) -
-l-hc unrcndrncnts r'cducc thc circunrstarrccs in u'hich the rccor,crablc amount ot'itsscts or cash-gcncrrttinc urrits is

rctluirc.J to bc discloscd. clirr rli thc disclosulcs lctluilcd. and introduce an explicit rccprilcnrcrtL to disclosc thc

discourrt ratc r.rscd in dcterrnirrrng inrplilnrcnt (or rcversals; rvltcrc rccovcrablc anrount (bascd on fair raluc lcss

costs ol'drsposal) is dutcrrlincd using a prcscnt valuc Lccltnirluc.'l-hc1'arc cl'lcctivc l'or annunl periods Lrcqirrnrnu on

or ultcr I .larrtrar'1' 201-1. Anrendnrcnts Lo ln S 39 titlcd Novution ol l)crivativcs and Cltrntinuution ol lledqc
Accr.runring iissucd in .lunc 20 ll) -'l'hc rrnrcndnrcnts pcrrnit tltc corttinuation ol'hcdgc uccounting in u situutiorr
rvhcr'c thc courttcrpurt) t0 a dcriri:tirc dcsie.nuted as a hcdginq irrstlunrent is repluced [r-\'a nerv centlal countclpxrt)
(knorvn ls 'nuvation ol dcrivativcs'). as a conscclucncc ol'latr+s or rcgulations. il'spccilic conditions arc rnct. 'l'hc),

ar'e cll'ccLirc lbr'annLrtl lrcrtods l'rcgrrtninq ort ol rlier I .lanLrulv 201.1.

.\rlcldrrrcrrrs L9 ll liS lU. ll l(S l2 rnd IAS 27 titlcd luvcsl.nrcnt L:ntitius (issucd irr (Jctolrcr'20 l2)-'l hc

rrr:tuird. i.,ln in\ cstnrcnt cnLrl..\ rs lccluilcd !o nlcusurc t.ltc invcstmcrtt in cach cligiblc subsidiarl, ut l'uil r,alue tlrrouclr
prolil. or Irrss irt lcctrr'.ltrncc rr ith IFRS 9 i IAS i9 (tlre cxception does not appl)/ [o subsidiarics that providc serr iccs

leluring [u thc lrr\'cstn"rcnI cntity's invcstrncrtt rlcl.ivitics). An ittr,cstrlcnt cntit.y is required to account lbr its
itl\.cstnlcnL in u lelcvanI srrbsidrarv in the suure rvay iu its consolidated and sepalate lrnancial statenrents. arrd

aclditional disclosurcs arc irrtroduccd.'l'ltc unrcndtncnts arc ct'lcctivc tbr annual pcriods bc-einning on rrr alicr I

.lanucrr' 20 14, r'etrospcctivclr' '"vith sonre transitional pr'or isions. 'l'he l)irectors do not anticipate un), el1'ect on the

I-]ank's lrnuncial statcnrcnts irs tlrc Bi.rnk is not un irrvcstnrcnt entitl'.

ll'ltlC 2l l-cvics (issucd irr i\4al 2013) --l.hc irttcrprctittrort pror idcs gLridartcc on rrhcn Lo rccotnlsc u liubilitr lbr' rr

lcvy irrrl:oscd by'u golcrr.rnrcnt.'l'ltc obliguting cvcnt lor thc rccolrnilron ol'a liabilitl is []rc uctrvrt.r'rhi.lt trsgcrJ rhc
pLr.\nrcr)t ol'tltc lcr-r in irecorJurtcc rvitlt lhe lclc\,u11t lcgrslltiorr. lt alsr-r proi,idcs gurduncc on lccrjunitir)rr ul u

lrabilit_r to pa1' lcr rcs. thc Ii.rbrlit_r r: r'ccosrrscel cithet' protressrr,cl.r il thc obligating u\ cnr. occurs over' a pcriod ol

-l'hc 
irrtcr prctutloll is cl'll'utri c lor' unrrLntl pclitlrJs Lrcginnrnu on trr ulicl I Jlrnuar'1 20l4
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Notes (continued)

2 Strnrntaryofsignificantaccountingpolicies(continrred)

(lr) Consolidation

Kenya School ollvlonetary Studies is a subsidiarl,to t.he Bank.'l-he Rarrk has thc porver to sover.n the flnancial and
opcrating policics ecncrally acconrpanying a sharcholdin-e of morc than one hall ot'thc voting rights. Subsidiaric.s
are hrllv consolidated fi'orn the date on rvhich contlol is lransferred to the Bank.

'l'hc group Lrscs thc acqLrisition nrctltod to account lor busirrcss corr:binatiorrs.'l'lrc considcration translcrrcd Ibr thc
acqtrisitiorr ol'a strbsidiar'.v" is thc fair valrrcs of thc asscts trarrsl'crr cd. thc liabilitics irrcurlcci arrcl thc cqrritr irrtcrcsts
isstrcd L'rv thc eroup. Acquisition-rclatcd cosLs arc cxpcnsccl as irrcurrc<J. lclcrrti llahlc asscl.s acqrrirccl irrrci lral'rrlrtrcs
and continecnt Iiahilitics assurncd in a hrrsincss corrrl-rinatiorr aTc rrrcasurcd initially at Llreir lair raluc aL the
acrluisiLion datc.

-l'hc 
cxccss ot'thc aggrceatc ol tlrc r:onsidcration translcrrcd arrd thc allrount ol'anv n<lrr-contlollrnu irrtclcst irr ttrc

acquilcc and tlrc acquisition-datc lair valuc o1'atnt'prcvious ccluity,inLclcst in Lhc acrluircc ovcr.thc lair.r,alue ol-thc
Gloup's sharc ol'thc idcntitrablc rlct asscts acquircd is rccordcd as good\vill. Il'tlris is lcss than tlrc Iair.r,aluc ot'thc
rlct asscts of thc subsidiarl'acquilcd irr thc casc ol'a bargain purchasc. thc dil'lcrcrrcc is rccogrrisc<J dircctly in plolit
or loss. Itltcr-compan) transactions. lralanccs and unrcaliscd gains on trarrsactions bctu,ccn group crrtitics arc
clinlirratcd. Llrrrcaliscd Iosses arc also clinrinal.cd unlcss thc trarrsaction pror idcs cvidcncc of an irnpairrrlcnt ol'thc
asscl. transf'en'ed. Accountin-c policies of suhsidiarics havc ltccn chanecd ivlrcrc rrccessarv to clrsurc consistcnct,
rvitlr thc policics adoptcd by thc Barrk.

(c) Functional ctrrrcncy and trnnslation of forcign crrrrcncics

i. Functional and prcscntation currcnc\

Itenrs includcd in thc tjnancial are rneasured usine the currenc),rll'thc plirnarv ccorrorrric crrr,ir<lrrlrrcnI in s,hiclr thc
lJarrk opcratcs (thc "ljtrnctional Currcncy"). 1'hc financial statcntcltts alc prrcscrrtccl in Kcny.a Shillirrgs ("Shs")
rvhich is tlre []ank's Functional Currencr,.

ii. 'frarrsactiorrs and balatrces

I:oleign currctlc)" tt'ansactions arc translatcd into the IiutrcLional Currcncl usine cr.changc tatcs prcvailing at the
dates ol'the transactions or valuation uhere iterns are re-nreasurcd. r\ll fbrcie,n cxchanee eains and losscs tr e
presented in profit or loss rvithin 'lorcign exchanec gains/(losscs)'.

(d) Salc and repurchase agreements

Sccuritics sold sub.icct to rcpurolrase agrccrncnts ("rcpos'') arc rcclassil''iccl in tlrc llrranoial statcr'ncnts as plcdgcd
asscts rvltctt thc lranslcrcc lras thc right b1' contract ol custc)n] Lrr scll or rcplcdgc tlrc collatcral: tlrc countcrpartr.
liahility is includcd in invcstnrcnrs lty banks.

Sccutitics purchascd utrdcr aercctrrcnts to rcscll ("r'cvcrsc rc1'ros") arc rcct-rrdcd as advanccs to lranks. -l'trc dit't'crcpcc
hctrrccn salc and rcpurcltasc pricc is tlcatcd as ilrtclcsL and acct'ucd rtvcr thc lil'c ol'thc iierccnlclll.s usint tlrc
el'l'ective irrteresl. nretltod. Scculities lcnt [o counLerpartics are also rctaincd in thc financial statcnrcnts.

-l 
he Ilank lionr tinre to tinre nlops up rloncy flonr the Ilnancial rnarkct ("rcpos") or irriccts rnoncr. into the nralkcl

("t'cvcrsc rcpos") rvith maLuritics cll4-7 days.'l'hc Bank crrgagcs in thcsc transactrons rrrtlr corlnrcrcial Lranks onl1.
These har'e bccn disclosed in thc Iinancial statcments as'advarrccs to banks' and'invcstnrerrts bv banks'.

o

o

o

o

o

o
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Notes (continued)

2 Sunrnrarl' ol'signiliclut irccourltirlg policics (continued)

(c) liirt:utci:tl itssets :ttttl littl-tilitics

i. l:irr:rrrciul :tsscts

'l Ire llank classilles its linuncial asscts in the ltlllorving categories: linancial assets at l'ail value through prolit or

Ittss. ltllns arrd reccir ablcs. held-to-rrrutulitl' and availablc-lbr-sale linancial usscts. 'fhc Directors dcte rmine thc
classilicution ol'its llnancial asscts at initial lccognitiou.'l'hc I-lank uscs tradc date accounting lbr rcgulul rvay,

conrracts rvhen rccording linancial assct transactions.

liinunc.iol tt.ssets ttt /hir yoltre thrt_tuglt prtllit or lo:s.s

'l'his cateqor')'conrpliscs trvo su['r-catcgories: 1]nunciul assets classilrcd as hc'ld lbr Lrading. and Iinancial asscts

dcsigrturcd b1 rhc 13unk us ar. luir v:rluc thlough prr.rlit or loss upott initial rccoc.nition.

A Ilrrurrcnl ussct is clirssillcd irs hclcl lirr tr'ading it it is acquircd or incurred principalll lirl the purposc ol'sclling rrr

lcpurchirsin-r it in thc nclr rcrnr or rl'it is palt t-rl'ir porttblio ol'idcntilicd linancial urstl'unlcnts that irrc lnunuqcd
ro-scthcl and lbl rvlrich Lhcrc is cr,idcrrcc ol'a rccent irctual pattcrn o1'short-tclm prolit-takirrg.

I)crivlrrives irrc also catcgoriscd ils hcld litr trading unless thel'rrlc dcsignated and el'l'cctivc trs hedging
lnsIrruncrlts. All dcr ivrrtivcs irrc e trrriccl ils irsscts rr,ltcn liril valuc is positii,c und as Iiirbilitics rvhcn lail r,atrrc is
ncllrti\'c.

The Bank desrgrrates certarrr lluarrcral assets Lrlron rnitial lecognltron as at i'air value through protit or loss (thir
value oprron) This designation cannot subsetlr.rently [:e changed and can only be applied when tlre tbllorvrng
conditions ale rnet:

rlre applrcariou of the tarr value option reduces or elrmrnates an accountlng rnismatch that rvould otherwise
anse or

the flnancial assers are part of a portfblio of tinancial instruments rvhich is risk managed and repolred to
seuior managernent on a thrr value basis or
rhe t'ir.raucial assets consist of debt host and embedded derivatives rhat must be separated.

l:inancial instlurlents includcd in this category lr'c rccogniscd initialll' at lail value; transaclion costs are tukcn
drlecrly ro plotit or loss Cains and losses alrsing tiorn changes in tair valuc are included dilectly in protit or loss

and ale reltorted as'thrr valLre loss on t'iuancial assets lreld fbr trading'. lnterest inconre and expense and dividcnd
ulcorre and expenscs on tlnancial assers hcld tbr tradrng are rncluded in 'rrrterest income'aud'intclcst expcnsc'
respcctrvely

l.ott tts rt ntl re c c r tu l: I e s

Loans and recervables are non-derivativc linancial assets rr,ith tixed or deternrinable payments that are not quoted
in an acrive malket Loaus and leceivables are rnitially recognised at iair value - s,hich is the cash considelation to
originate ol purchase the loan rncludrng arry transactron costs - and measured subsequentll,at umortised cost using
the et't'ectr ve interest rnerhod.

'l-he [)urrk opcratcs u strlll lolns scltcrttc lbr its cnrplovecs tbr the provrsiorr ol lacilitrcs suclr us housc arrd cur'

Ioans -ll-re loans are granted to stafl at an iutelest rate of 3u/, per annurn rvhrch ts qcnerally bclorv thc prcvarling
market rnterest rates Loarrs rssued at non rnarket rates ale lnltially nrcasured at l'ail value (b.i,discounting thc
lelaLed cash llorvs Lrsinq uralkct ral.cs ul'intercst) and subsequc'ntll,carrred aI anrortiscd cost.'l'ltc dil'lcrencc
betrvecn the tarl value ot'the loans and the callying arnount at incepl.ion is tleated as a lon_q ternr cmployee bcncliL
nnd rs lecoLrrttcd lbr us.r dclcrlcd cost.'l'hc lesulting loun ad.iustnrent account is releuscd to intercst inconrc ovcr'
the loan pelrod rn lrne rvtth the urrtvrndrng of'the rliscount, rvhrle the delerred cosl ls expeuscd to stll'l'costs us thL'

servrces are rendcred to the Bank ovel the pelrod olthe loan.
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o
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Notes (continued)

Sunrmary of significant accounting policies (continrrcd)

Financial asscts and liabilitics (continucd)

i. Financial asscts (contirrucd)

A va i I a b I e-fo r-sa I e fin a nci o I oss ets

Available-for-sale firrarrcial assets are non-dcrival-ivcs tllat arc cithcr dcsi-enatcd in tlris category'or not classi ficd in
any of the otller categortes. They are inclucled irt rrorr-current assets unlcss thc rtt\/csttrent rratLlrcs or tnanagentcnt
irrterrds to dispose of rt within l2 rnontlrs of tlre cnd of the reporting periocl. Available-for-salc flnancial asscts arc
nlcasurcd at fhir vajue. Gains or losses arising fiom lair value lerrrcasurenrcnts arc included in otlrcr conrprclrcnsive
incorne

Financial liabilitics

'l-ltc Bank's holding in tinancial liabilitics rcprcsents nrainly deposits fi'onr banks and govclnrrrcnt and other
liahrlities. Sr.rch financial liahilrtres are initially recognisecl at lair value and subsequently rrreasr,rred at amortiscd
cost.

Cash Reselve Ratio are statutory deposits taken fi'orn comrnercial barrks arrcl rrorr-t'rank financial institutions f'or'

liquidity ntanagcntent as parl ol nlonetary policies in accordancc ,"vith tlrc Kcnl,an Barrking Act and arc intcrest
free.

iii. Determination of fair value

For Ilnancial instrurrrents traded in active markcts. the dctcrrtrination of'Ihir valucs of flnancial instrunrcnts is tlascd
on quoted market prices or dealer price quotatrons Thrs inclucles liste<l eqLrity securitics and quoted cletrt
rnstrun'rents on ma.jor exchanges arrcl broker quotes frorn Bloornhcrg.

A linancial instruntcnt is rcgardcd as quotcd in an activc rrrarkct il'qr-rol.cd 1:r'rccs are lcadill, and rcgularlv availablc
frorn an exchange, dealer, broker, rrrdustry group, llncing ser\/rce or rcgulatory agcnc)/. and thosc priccs rcprescnt
actual and rcgularly occurring markct transactions on an arnr's length basis. If'thc abovc cliteria are not nrct. the
rnarket is regarded as being inactive. Indicators that a market is inactrve are rvhen there is a wide bid-oft'er spread
or significant increase in the bid-offer spread or there are felv receut transactions.

For all other financial instruments. fair value is determined using valuation techniques. In thcse techniques, lair
values are estimated from obsen,able data in respect of similar financial instrunrents, using models to estinrate the
presetrt value ofexpected future cash flows or other valuation techniques, usrng inl)uts.

In cases 
"vhen 

the fair value of unlisted equity instrumellts carlnot be dcternrincd rcliabl;'. thc instrunrcnts arc
calried at cost less impairmcnt. The lair valucs of contingcnt liabilitics and irrcvocablc loan corrrrrritrncnts
conespond to their carrying amounts.

ir,. Dc-recognition

Financial assets are delecognised rvhen the contractual rights Lo rcceive tlrc cash llo',vs tiorn tlrese asscts have
ccascd to cxist or thc assets have bcen transl'crlcd and substantiallv all tlrc risks arrd rcrvards ol'orvncrship ofthc
assets are also transferred (that is. il'substantially all the risks and rcrvards lravc not ltccrr transf'crrcd. thc Bank tcsts
control to cnsurc that continuing involvcnrent on thc basis ol'an\, t'ctaincd porvcrs ol'conLrol docs not prc\/enI
derecogrrition). Frnancial liabilrties are derecognised when they have beerr reclccrled ot'otherrvise extrrrgurshed

o

o

o

o

o

o

o

o
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o

Notcs (continued)

2 Sunrnrar-v ol'signiticallt :rccountingpolicics (c<lntinued)

(e) Finarrciirl :rsscts atttl li:rbilitics (cuntilructl)

\'. Clusscsol'I'irturrcialittstruntents

o

o

o

o

o

o

o

o

Categorl, (as delined by IAS
39)

Class (as dcternrined by thc Bank) 2014 2 013

Shs' nrillion Shs'nrillion
Frnancral
as sets

Frnancral assers

at larr value
througlr protit or'

Ioss

t-leld fbr rrading World Bank Rcserve Assct
lVlanagerlcnt Proqlamme
(lf AMP) fluancial assets

ixed income securities

2 5,9 89

52.t3C

26,263

51,608

Designated at initial
rec ogrr it r orr

0old holdings 65 s8

Loans aritl
rccei vables

Current, specraI 1;r'o.1ects arrrl cIealrng accourlts 264. I 98 5 5,200

Funtls Ireld rvrth IMF 692 2,694
Advanccs to barrks 50 35r
Ner advances to stafl'and bauks r.rnder liquidarion 2,654 2,645

Items in the course of collection (r.rnder'other
assets' ) 154

Dr.re fr'om
Covernrrent

Covernment loan 28,90C 28,96C

Overdrah facility to
Covernment

37,238 7,00c

Available-tbr'-
sale

lnvestment
securities

SWIFT shares 6 6

Held to rnaturitv lnvestment in debt
securities

Ierm deposits 4t'7,t99 395,493

Financi a I

liabrlrties
Financia I

liabilities at

lmortiserl cost

Deposits fi'om
canks

Ierm auction deposits 30.983

Cash reserve ratro and current
account deposits l 37.289 lr3,64'7

llepLrlchase agreements 10.606
Delrosrts tiom Covernrnerrt rnstrtr.rtions 3t1.5rr 7 S.024

DLre ro lVl I: 130,064 r r 8,563

2t
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Notes (continued)

2 Sunrnrary of signilicant accounting policies (continrred)

(c) Financial asscts an<l liabilitics (continucd)

vi. Inrpairment of h-nancial assets

a. Loans and recervables
Thc Ilank asscsses at cach rcporting datc rvhcthcr thcrc is obicctivc evrdcncc Lhal. a llnarrcial assct ol group ol
financral assets rs irnpaired. IfLhcrc is ob.icctivc cvidcncc tha[ an irrrparrrrrcnt loss on loans carricd at anrortiscd cost
lras been incurred. the amount of the loss is rneastrred as the diflelerrce bctrvecrr tlre asset's carrvirrg alr'rounI and thc
plcscnt valuc ol'cstimatcd luture caslr l)orvs (excluding firtr-rrc crcdit losscs that lravc rrot bccrr incullcd) discounLcd at
tlre financial nrstnlment's original eflective ntterest rate. The carryitrg atnount of tlre asset is reducecl through ttrc usc
of an allorvance account and the arnount of the loss is recognrsed rrr profit or loss. A loan is rrornrally, rrrittcrr of'|.
eithcr partially or in lull. rvhcn thcre is no rcalistic prospccL of rccovcrv ol- thc principal anrount. arrd lol a

collateralrsed loan, alter takirrg rnto account any value of tlre secr,rrrty rvhich has been realrsecl

b Available for sale financial assets

The Bank asscsscs at each rcporting datc u'hcthcr thcrc is obicctrvc cvidcncc llrat a llnancial assct or group ol'
financial assets rs irnpaired. If there is objective evidence that arr rrnparrnrent loss, tlre curnulatrve loss - rrreasurcd as
the dilference betrveen thc acquisition cost and the currcnt lair value. Icss any in'rpairnrent loss orr that financial assct
previously recognised in profit or loss - is removed frorn equity arrd recogrrised in profit or loss.

Il, in a subsequent period, the lair value ofa debt instrument classified as avarlable-for-salc increascs and the incrcase
can be ob.iectively related to an event occurring after the inrpairment loss rvas recognised in profit or loss. thc
impairment loss is reversed through profit or loss.

Ifany such evidence exists lor availahle-for-sale financial assets, irrrpairrrrcnt losscs recoslriscd irr prolit or loss on
equrty irrstrurnents are not reversed through profit or loss

vii. Offsettingfinancialinstruments

Frrrancial assets and liabilities are oflset and the net anlount rcpoltcd in thc statcntcrrt ol'llnancial position rvhcn
thcrc is a lcgalll,cnlbrceablc right to sct oll'thc rccocnised anrounts and thclc rs arr intcntion to scttlc orr a nct basis.
or realrse tlre asset and settle tlre liability sirnultaneously.

(D Cash and cash equivalcnts

Cash and caslr equivalents include cash rn hand, deposits held at call rvith l.ranks and other slrort-tcrnr highly liquid
rnvestrrents rvrth original matut'tties of tlrree months or less

o

o
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Notcs (continued)

2 Surrrrnarv ot sicrtilic:tttt uccuuutittp Ilolicies (cotttittucd)

(g) Property and equipnrcnt

Land and bLrildings conrprisc nrrinly brancltcs and ot'tlces. All equipment used by,the Bank is stated at histolical
cosr less depleciatron. Hrsrorical cost rnclr.rdes expenditure that is directly attributablc to the acquisition ol'the
irenis Land and buildrnes lr'r: stirtcd at valuatron less accumLrlatcd depreciation. Valuations ale carried out ever),

thr'ee years

Subsequent expenrlrrurres are includcd rn tlte asset's cal'ryrng amount or are recognrsed as a scparatc assct. ils
appropliatc. onl;,rvhcrr it rs probablc tlrut luLuru ccorronric bcnclits associatcd rvith thc itcrn rvrll llorv to tlre I-Jank

and rhe cosr ot'the rtern carr be rneasr,rred lelrably The callying arroLrnt of the replaced part is de-recogniscd All
other repilil and maintenlrnce costs ure chargcd [o prolrt or lcrss during the trnancial pcriod in rvhich thev arc
incr,rrled

Freehold land is not depreciatecl. Depreciatiou ofother assets rs calculated using the straight-linc nretltod ro allocare
rheir cost ol revalr.recl amoLrnts to their residr.ral values over their estimated useiul Iives, as tbllorvs:

o

o

o

o

o

o

Leaseholcl land

B tr ildr ngs
Motol vehrcles
Furnrture antl erluiprncnt

Over the perrod olthe Iease

20 years
4 yeals
5 - l0 years

o

'l-hc assets' residual values and uselul lives ale revierved, and adjusted ilappropriate. at rhe end of'each reporting
period. Assets arc revicrved lbl impailmcnt rvhenever events or changes in circunrstances indicate thar thc carr'y,ing
amount lnay not be recove|able.

Cains and losses on disposals are dctcrnlincd by comparinp. proceeds rvith carrl,ing antount.'l'hese arc included in
'orher irrcome'in prolit or Ioss. Wltcu revalued asscts arc sold, lhe anlounts includcd in othcl rcser\/cs irrc
trarrsterrcd to the general reser\/e

(h) lntangible irssets

Costs usscrciirted rvitlt rttrirttuinirtg cortlputcr soli\vatc progranrrrcs arc rccogniscd as an cxpcnsc us incurrcd.
Developrnent costs that urc dilcctll'uttlibutablc to thc dcsisn and tcsting of identiliable and unique solirvarc
prodtrcts controllecl by tlie Bank are lecognrsed as intangible assets rvherr the tbllorving crrrelia ale mer:

r. rt rs technrcally t'easrble l<-t completc the sofirvare prodr.rct so that ir rvrll be available tbr use;
u. nranagenrcnr rntencls to conrplcte the sotirvare product and use or sell it,

. ther e is an abrlrty to Lrse or sell the sotiri,ale product;

' it can be demonstlated horv the sotiu,are product rvrllgenerate probable furure econornrc benetirs,

' adcclLtute techrrici.rl. financial and other rcsourccs to cclnrplete thc dcvelopment and ro use or scll the solirvar.c
ploduct are avarlable; and

irr the expendrture attnbutable ro rhe software product during irs development can be reliably measured.

Directll' attributable costs that ale capitalised as parl ol'the sottrvare ploduct include thc sofirvalc developntent
employee costs and an appropriare poflion ofrelevant overheads.

Other development e\pendrtules that do not meet these clirerra alc recognised as an c,\pensc as incurred.
Developrnerrt costs prevloLrsly recognrsecl as an e.\pense ale not l'ecogrrrsed as au asset in a subsequent perrod.

Cornputer solirvar'e tlcveloprlent costs recognlsed as assets ale amorlrsed over therr estllnated r.rsetirl lrves, rvhiclr
does not exceed thrce years

Acqurled contPu[cr sttlttrute liccrtecs arc r:apiLuliscd on thc busis ot'thc costs incutred to acquilc ancl bring to usc
the specriic sotirvare 'l-hese cost: ar'e arnortrsed on the basrs olthe expected useful lrves. Sohrvare has a rnu.rinrurrr
e.rpected usefirl lrl-e of 5 years

o

o
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Notes (continued)

2 Sunrmary of significant accounting policies (continued)

(i) Inrpairment of non-financial assets

Assets are reviewed for irnpairment whenever events or clranges in crrcurnstances indicate that the carrying atnount
nlav not bc rccoverable. An inrpairnrent loss rs recoeniscd lor lhc atnount by u,lrich thc assct's carryint antount
excceds its recovcrable anrount. Tlrc recoverablc amount is thc highcr ol'an assct's [hir value lcss costs to sell and
value tn use. For the purposes olasscssing inrpairnrent. asscts al'c gloupcd at thc lo\vest Icvels fbl ivhich thcrc arc
separately rdentifiable cash flows (cash-generating urrits). 1'hc inrpairrlcnt tcst also can bc pcrf'ornrcd on a sinelc
asset whetr the fair value less cost to sell or the value in rrse carr be <leterminecl relrahly. Non-tinancial assets that
sullered irnpairment are reviewed for possible reversal of the rrnpairrnellt at eaclt reportirrg datc.

(i) Enrplovecbencfr-ts

The Bank operates a define<l herrefit and definerl contril;ulrorr perlsroll schcrrrcs 'flrc scherrcs are lirndcd tlrrough
payrner'rts to trLrstee-adtnrrrrstcrecl funds on a morrthly basis

On thc dcflncd contlibution schcntc. tlre []ank pa1,s Iixcd contributiorrs to tlrc sclrcnrc -l-lrc 
pa1,;1q111s arc chargccj to

the profit or loss in the 1,car Lo ',vhich thcy rclate. Tlrc Barrk has no lirr.tlrcr.pal,nrsrrt oblication oncc thc
contributrons have been pard.

Thc dcllned bcnefit plan dcfincs an arroLrnt ol perrsion bcnefit that an crrrploy,cc u,ill rcccive on rctilemcnt.
clependent on age, years ofservice and comperrsation.

Thc assets of thc schcrne are held by the Bank in an indcpendcnt trustcc adnrinistcrcd lund. Thc asset rccogniscd irr
the statement of financial position in respect of'the dcfincd bcncfit pcnsion schernc is thc lair valuc of thc schenrc's
assets less the present value ofthe defined benefit obligation at the reporting date. Thc dcfined bcncfit obligation is
calculated annually by an rndependent actuary using the projected unit nrcthod. Thc prcscrrt valuc of tlrc dcfined
bcncfit obligation is detcrnrined by discounting thc cstinratcd cash outfiorvs usirre intcrcst ratcs ol'Kcnya trcasur'1,
bonds that have terms to maturity approximating to the terms of the related pension liability.

See note2 (a) (i) on adoption of IAS l9 Emplovee beneJits (Revised).

Tlre Bank and all its ernployees contribute to the Natiorlal Socral SecLrrity Funcl, u,hiclr rs a dcfined contribution
scherne.

A defined contrlhution sclterne Is a retrerrelrt lrenefit plarr urrcler rvlrich tlrc Bank pavs fixcd contributrons inl-o a

separate entrty. The Bank has rro lceal or colrstructive oblieations to pa1, Iirrthcr conl-ribLrtions il'thc fund docs rrot
Iroltl sr,rf,ficrerrt assets to pay all employees the benefits relating to ernltloyee service in tlre current arrci prior periocls

The Bank's contributions to the defined contribution scheme are charged to the profit or loss account in the year in
wlrich they fall due.

The estimated monetary liability lor employees'accrued annual lcavc crrtitlcnrcnt at tlrc rcporling datc is
recognrsecl as an expeltse accrual.

(k) Incomc tax

Scction 7 ol'thc lncontc Tax Act excnrpts tlrc Bank liorrr any'ta\ation irrrposcd b1, Iarv in rcspccL ol'incornc or
profits This exernption rrrcludes starnp duty in respect olirrstrrrrnents executc(l by or on behalf of the Barrk.

o

o
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Notes (continued)

2 Surnurarl, ol'signilic:ttll rlccoull(ingpolicics (crrrrtinucd)

(l) l)rovisir.rrts

Provrsiolsarerecognisedrvhen theBankhasapresentIegalorconstr,rctlveobligationasaresultol'pastevents;it
is prqbuble tlrar an outllorv ol-resources rvill be required to settle the obligation; and the anlount has been rcliabll'
esrimated, Plovisions are rlot recognised for futr.rre operating losses.

Where there are a numbel of sirnilar obligations. the likeliho<.rd that an outflow rvill be requircd in settlcnrent rs

derernrined by considcring the class ol'obligations as a rvhole. A provision is recognised even il'thc likelihood ol
an outflow rvith respecr ro any one item inclrrded in the sarne class of obligations may be small.

Provrsions arc r-uclrsured irr tl)c prcscnt virluc ol'thc e,rpcnditurcs e\pcctcd to be rccluired to scttle thc oblieation at a

rare rhar retlects cLrrrcnr markct assessrrrents of rhe time value olmoney and the risks specitic to the obligation.'l'hc
incrcase rn (hc provrslorr due to passage o{'time is recogr-rised as lnterest expense

(nr) Shure cupital

Ordrnaly slrares ale classitied as'share capital'ln e(lutty

(n) Dividend pa1'able

'l'hc Ccnrral Bank ot'Kcn.va Act (Crp 491) allou,s thc Bank to retain at lcast l0% ol'realized income alicr taking
into accounr e.\penses ln addition to rhrs, the Boalcl ol Directors in thc 5'ear'2007 sct a polrc,v thar all dividends
shall be ner of unrealized ir-rcome and other revaluatrous gains in additron to the retention allowed by the Act

Dividends on ordrnaly shares ale charged to equrty rn the period in whrch they are declared

(o) Lcirscs

Brtttk us le ssae

'l hc lc;.rsc: cntclcd irrto b1 thc ll.rnk urc prirttaril-v opcl utinc. lcilscs. l)at.ntcttts ttrade urtdel opcratrne lcuscs (nct ul
arrl,rnceutives recervcd tioni thc lessor') are charged to the proilt ol loss on a straight-linc busis ovcl thc pcliod ol
the lease

Buttk as lestor'

The group leases certarn property and equipnrcnl. rvhele it docs not transf'er substantially all the risks and benetlts ol
orvrrership of the assers. The operating leases generate rental lncome which is recorded in the profit or loss on a

straight-lrne basis over the period ofthe lease.

(p) lntcrest inconrc artd expcttsc

lnreresr luconle arrd expense tbr all rnrcrest-bcaling trnancial instrumcnts arc lccoqniscd in prolit r:r loss usint thc
etlectr ve rnterest rnetltorl-

The et'l'ectrve iuterest nretho(l is a urethod ot'calculatirrg the arnonised cost of'a f-rnancial asset or lrabrlity and ol
allocarrug rhe lnteresI incorne or lntercst c\pense over thc relcvant pcriod.'l.hc el'lcctivc inl.elcst ratc is thc rul.L'thilt
exaclly discounts estrrnated iirture cash payrnents or leceipts through the cxpected lil'e ol'the tlnancial instrument rt.r

thc nct crllr,irrs anrounL ol tlrc Ilrrirncial i.rsset or liabilitl on initial recognition. Whcn calculating the cll'ccrivc
rntelesl t'at!', thc Bank estrnratcs cash llorrys consirlerrrrg all cont|acruul t.crnts ol'thc llr]ar'rcial instrLrnrcnt. ur.rd .rnr
tL-\'isrons to thcsc cstinrirtcs irrc rccosrlrscd in Lhc inctlnte sti.ltcnrcnt.'1'hc calcLrlation includcs i.illlounts pard 0r'

recervetl that irre an rntegral pirrt ol'the el'tectrve lntcrest r'atc ol a tlnancial rnstl'urnent, rncludrng transucLron costs
arrd all other prcmlLlrrs or dlscounts

o

o

o

a

a

o

o

o

o
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Notes (continued)

2 Sunrnrary of significant accounting policies (continucd)

(q) Fcc and contnrission income

Fees and comtnissiorrs are generaliy recogrrised orr arr accrual basis rvlrerr tlrc service has lrecrr provided.

Tlre Bank earns frorn the Govenrment a commission of 1.5'/" ol amounts raised through its agency role in the
issuance of Treasury bills and bonds. The annual conrntission incorne is lirnited to Shs 3 billion as per the
agreement between the Bank and Treasury eflective I .luly 2007. In addition. the Bank earns cornmissions lronr
other debt instruments issued to meet funding requirements of State Corporations.

(r) Commitments on behalf of the Kenya Government and National Treasurv

The Bank issues Treasury Bonds and Bills on behall of the National Treasun,. Conrnritnrents arising on such
l.t'ansactions on behal Iof Kenya Governnrcnt and National Trcasurv arc not includcd irr thcsc ljnarrcial statcmcnts
as the Bank is involved in such trarrsactions orrly as agent.

(s) Currency in circulation

Notes and coirrs irr circulation are measured at cost. Currency in circulation rcprcscrlts Lhc norrrinai valLrc ol'all bank
notes arrd coins held by the public and cornrrercial hanks.

(0 Currency printing and minting costs

The cost ofunissued bank note stocks is recognised in the statement of financial position as delerred currency costs
under'otlrer assets'.

The estirnate of the useful lives of various bank notes denorninations was clranged in the year. l'he usclul lile of the
various bank note denominations was previously estimated as follorvs:

Shs 1.000 2 years
Shs 500 2 years

Shs 200 2 years
All other denominations I year

Bank note costs are norv charged to profit or loss in the year in rvhich thc bank notcs are issucd. Tlrc impact ol'the
change in estimate has been the rvrite-olf of Shs 1,225 rnillion relating to un-alnrotised costs ol'bank notcs in issuc
at 30 iune 20 I 4.

l'here has been no change in accounting flor coin minting costs which alc charged to prollt or loss \\,hen delivelcd
and the significant risks and rewards oforvnership are transferred to the Bank.

(u) Loan due from the Government of Kenya

The loan due ft'orrr the Governrnent ol Kenya arose fi'onr overdrarvrr accounts r.r,lrich u,cre convcrted to a loarr \\,ith
eflect from I .luly 1997 after an amendment to the Central Bank of Kerrya Act to linrit tlrc Bank's lending to
Govenrment of Kenya to 5% of Govemtrent of Kenya audited revenue.

On 24.1u1y,2007.a dced of'guarantce u,as signcd betu,ccn thc Covcrnrncnl. ol'Kcn5,3 n,,6 Central Bank of'Kcn1,n 1,",

,'vhich the Government agreed to repay the loarr at Slrs l.l billion pcr arlnunl ovcr i2 years at 37o intcrest per
annutn. Thc securitl, held is lien over cash balanccs. stock. treasury borrds and such othcr govcrnnrent securitics as
are specified in Section 46(5) of the Central Bank of Kenya Act.

The Ioan due frorn the Governtnenl. of Kenl'a is catcgoriscd as a loan and rcceivablcs and is nreasured at anrortised
cost.

a
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Notes (continued)

2 Sunrnrur_v ol'siglrilicant accountirlgpolicies (continued)

(v) l.unds held at/ duc to lntcrn:rtional [Vlonetary Fund (lMF)

l(enya has been a member ol thc lnternatronal lvlonetarl, F'und (lMF) since 1966.'l'he Bank is the designatcd
depositorl, lbr the llvll)s holdings ol'Kcnya's currency. liVlF currency holdings are held in the No. I and No. 2
Accounts, ri,hich are deposit accolllrts of the IMF with the Bank

Borrorvings liom and repa)/mcnts to the IMF are denonrinated in Special Dlau,ing Rights (SDlls).'lhe SDR
balanccs in IMF accounts ale tlilllslatcd into Shillings at thc plcvailing cxchange rates and any, un,'.o, r.O qains or
losses are accoLrnted for rn accordance rvith accounting policy on toreign currencies

On a cLrstodral basrs. the Barrk holds a uort-ncgotrirblc, non-urtcrest bcirrirtc irrtd cncashublc on dcrllnd sccuritl
issLred b1, rhe 'l'r'easLrry rrr Iirvorrl ol'the llVll: rr lts cal)acrty as thc IMF's deposrtory 'l'he secunty rssued is in purt

l)a)/tneltI ol'Kctrya's tluotlt ol'lN4 I'- sharcs

(rr') Corrrparatives

Where necessary, cornparatrve tigures have been adjusted to contbrm to changes in presentation in the current year'

3 Critical accounting estinratcs arrd judgements in applying acc<lunting policies

(u) Critical cstirnltcs in applving the crrtit_r,'s irccounting policies

'l'hc Ilunk rr.rukcs cstirnutcs r.rrrd itssrrnrpIions that allcct thc r'cpoltcd amounts ol'ilsscts and liabrlitics rvithirr thc ncxt
tlnancial year Estrnrates and .1udgenrents alc conturuulll, evalr.ratcd and are bascd on historical crpcricnce and othcr
thctors, rncluding expectatrons offuture events Ihat ale believed to be reasonable under the circumstances.

i. Post-rctirctileilt bcneJits

Post-rctircnrent bcnclrts urc long tcrnr liabilities tvhosc value can onll,be estinlated using assunrptions about
dcvclopnrcnts ovcr u lorr-l pcliod.'l hc Ilarrk hus enrploycd actuarial advice in arrivinB at thc tlgurcs in thc Ilnancial
statements (Note t8 s,hch rnclLrdes assurnptions) The Board of Directols considcrs thc assurrrptions uscd bt ths
actuary lr) thetr calcula(rorrs to be approprrate tbr thrs purpose.

ii. Loutts ttttil uilvutrccs

Critical esllmates are made by the management ln determinrng the recoverable anrount ol'impaired loans and
recer vables.

iii. l:uir vtlue oJ Jitrurtciul usscts

'l'he tirir vuluc ol'llnancial irtstr'LrmcnLs thi.ll are not traded ln an acti\/e market and ol'l'markct loans ale dctcrnrincd
by usrng valr.ratron Iechnrclucs

ir', Propart_y uttl cqttiptnattt

[.and and bLrrldings ure citt't'icd at lhir vi.rluc; rcprcscr]l.lnq opcn nrarkct value dctclruincd pcriodicall-y by intclnrrl
plotessronal valuers.

(b) Criticrrljudgcnrents irr applvirrg tlrc errtit_v's accounting policies

ln the plocess of applyrng the Bank's accountrng policies, management has made judgements rn deterrnining.
. the classiflcatron ol'tlnancial assers aud leases
. rvhether assets are imltarred

o

o

o

a

o

o

o

o

a
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Notes (continued)

4 Intercst inconre

Frrrarrcral assets - helcl to rnatrrrrty
Loarrs and advances
Financral assets - held for trading

Irtterest incorne lrorn loans and advances conrprises:

Loarr due lrom Govenrment
Covernment overdraft
Staff loans

Reverse repos
Local corrrnercial banks overnight loans
Foreign cornmercial banks overniglrt Ioarrs
Otlrer irrterest rncorne

5 Intcrest cxpense

Intcrest on rnonetary policy issues - tnvestments by banks
Interest paid to IMF

6 Nct trading income

Net gain on sale of loreign exchange currencres
Net loss on held for tradrng financial assets trading

7 Other income

Licence fees from commercial banks and foreign excharrge hureaux
Penalties from commercial banks and foreign exchange bureaux
Rent income
Kenya School of Monetary Studies operaring income - hospitality services arrd

tuitron fee
Cain on disposal of property arrd equiprnent
Mrscel Ianeous i rrcorne

20t4
Shs'nrillion

l..l-s-1

4.1 t6
3_s9

20t3
Shs'million

t.l_s0
4.479

2'7 5

s,8 28 5.904

Es8
2.263

2_s 5

50(r
7t
25

l -1d

892
2.960

ll-)
-)OL\

6

29
lll

a

o

4,1 l(r 4,479

r.029
40

4,033
4

1.069 4,03 7

1.712
( 73)

2,1 82
63

) )a< r ,699

220
2l

2

218

T7

2

467
JU

63

4t6
il

l -14

79E

o

o
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8

Notes (continued)

Operating expenses

Ernployee beneflts (Note 9)

Cr.rlrency procluctton e.\pertses

Property malntenance arrd utiIity e\I)enses

Deprecratrorr (Note I 8)

Amonisatiori lNote I9)
Provrsron tbr rrrpairrnent loss on other assets (Note I6)
A trdrlor s' renlutlet'atlot'l
Loss on llnancral assets at lltrl valLre tlrlotLgh protit or loss
'[r'ansport arttl tr avcllrng
Ol'ficc expcnsc:
Postal selvrce cxpcnsc
Legal ar-rcl lrrot'essronal Iees

Other adrnrn rstratl vc e.\l)eltscs

9 Emplol,ee benclits

Wages and salalies
Medical expeuses

Othel staf'1- costs

Directols' ert'tolurrents (Nr:te 2S)

Net creclit on letileurcnt bcnetir oblrgations (detined benetit) (Note I7)

l0 Balirnccs duc h'ont banking irrstitutiorts

Forergrr derronrirtated ter-tn deposrts

Accruecl intelcst on ternr clepostts

Current accoLlrlls

Special proJect accourrts

Donrestic fbleign curlency cheqr.re clearing
Rcoss clcarinc and r'ce,iorti.ll ccntrltl bttnks

AII balances due fi'om banking institutrons are recoverable rvithrn one year

20t4
Shs'million

20 13

Shs' million

3,8 99
4,665
I,t29

985
343

21

6

t89
195

lr2
4t

591

3,64 5

2,396
903

821
345
r5i

6

t6
t7E

r90
r36
I I2
501

o

o

o

o

o

12,t77 9,404

3,833
r95
391

45

(s6s )

-)!+oJ
r68
44'l

68

(52r)

3,8e9 3.645

4t6,9'72
227

5 0,343
r 99,586

r4,088
r8r

395.34'7

t46
3 r,995
t3,24t)
9,945

2t)

68 r,397 450 693 o

o

o
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Notes (continued)

I I Financial assets at fair value through profit or loss

a. Designated at initial recognition
Cold holdings

Movements in gold holdings are due to mark to market movemer.rts.

b. Held for trading
Fixecl irrcome securities
Fixecl income securities trrrdcr World Bank RAMp

2014
Shs' nrillion

65

20t3
Shs' million

58

52. l-1(r

2_s.989

51.(r08
26.263

78, I 25 77,871

78, r 90 77,929

l2 Invcstmentssecuritics-Available-for-salc

Urrlisted eqr.r ity secr.rri ties

At starl of year
Additions

At end ofyear 6

The fair value of the investment in unlisted company is estirnated as being equivalerrt to tlre purchase price.

13 Funds held atl due to International Monetary Fund (lMF)

2014 2014 20t3 2013
SDR million Shs' nrillion SDR million Shs' million

66

6

(r

6

(a) Assets
IMF halances (SDR asset accourlt)

(b) Liabilitics
lnternational Monetary Fund Account No. I

International Monetary Fund Account No. 2
International Monetary Fund - PRCF Account
IM F-SDR Allocation accour.tt

5 (t92 l6 2,694

l9

(r83

260

2.661
2

92..i08
3s,09i

t9

260

2,5i r

I

82,493
,33.543

(t34

o

o

962 r30.064 9 13 r 18,568

The Natiorral Treasury is the Govemment of Kerrya's Fiscal Agent. Cornnritrnents arising or1 transactions betvvecn
IMF, Kenya Govemment and National Treasury are rlot included in these financial statements as the Bank is not
the Governrnent's fiscal agerrt.

Kenya's quota in IMF ol SDR 271.4 rnillion (2013: SDR 271.4 rnillion) ancl allocations of SDR 258.3 rnillion
(2013: 258.3 million) are not included in the financial statenrcnts of the Bank as thcse are booked in the National
Treasury with the Government fiscal agent.

o
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Notes (continued)

14 Advanccs tr.r banks

'f reasLrry bonds tliscor.rnted

Treasury' brlls tliscounteti
Accluetl lnterest

All advances to barrks are re covet'able wtthtn one year

15 L<lutts and advattces

DLre tiom banks under liquidation
Advances ro employees

Allorvance for r rnParrrrreut

Net advances

Movernent ln the loan rnrlrairment allowance is as tbllorvs:

At start ot'1,ear
I ncr'ease/ (cleclcase) ul lntpuln tlerlt a I I orvatrce

l6 Otlrer assets

I) r'epayrlents
De t'elred c Lll'rency ex l)enses
Sundr'-v clebtors
Iterr-rs in thc course of'collectrorr

l)roi,rsron fbl irnpairrnerrt

All orher assets balances are recoverable u,ithrn one year

Movenrerrt rrr the rrll:arrrnerrt allori,ance rs as tollorvs
At start of year
lncrease ln lmparrmeut allorvance

20 14

Shs' nrillion
20 r3

Shs'nrilliorr

J5

ll
I

JJJ

S

IO

C

o

50 3il

3,656
2,678

3,6s 6
2,667

6,3 i4
(3,680)

6,i23
(3,678)

2.654 2,645

o

o

o

O

3,678
2 (45 )

At end ol'year' 3,6 80 3,67I

ln cxccptionul circunrstanccs. as allorved bi, Scction 36 ol'the Act. the Bank rlal, act as the "lendcr ot'last lesolt" tt-r

flnancial institutrons in dit'ficulty Comrnercial banks did not utilise thrs facility rn the year under revre*,(2013:
Nil) The overnight lending attracts an interest at the CBR rate plus a margin determrned by the Bank o

20t4
Shs'million

688
) )<(\

5,2 r ii
70

2013
Shs'nrillion

ll5
a 4.11
< 111

I54

8,226
(4,860)

8,e5 s

(4,8i9)

3,3 66 4. t l9

4,83 9

2l
4,6s6

l_il

,At cntl ol yclrr 4,S19 o4. s60

ll
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Notes (continued)

17 Rctircment bencfit asset

a

o

o

o

o

2014

Shs'nrillion

I7.006
(24,665)

20 t3
Restated

Shs'nrillion

20t2
Resta ted

Shs'nrillion

r3.065
(2r.r73)

12,(t'73
(17,103)

Preserrt value of funded oblrgations
Farr val ue of plan assets

Asset in tlre staternent of finarrcial positton

Movements rn tlre net defined benefit asset are as lollorvs:

At start of year

Net rncorne/(expense) recognrsed in profit or loss
Actuarial (loss)/gain recognized in other comprelrensive incorne

Employer contributions

At end ofyear

Movernerrts in tlre plan assets are as flollorvs

At starl of year
Returrr on sclrerne assets
Actuarial gain
Ernployer contributions (Note 9)
Ernployee contri butions
Benefits expcnses paid
Ad.justrnent for previous year values

At end of year

Movements in the plan benefit obligation are as lollows

At start of year
Current service cost net of employees' contributiotrs
Interest cost
Ernployee contn butiorls
Actuanal loss/(gain)
Past service cost
Benefits paid

At encl of year

( 7.6s9) (8, I 08) (4,4-'10)

8.r08

565
(r,r26)

lt2

4.4i0
521

2,983

174

1,897

(45)
2,213

365

1.659 ,s.l 0g 4,4i0

21,t73
2,85 8

r.t92
tt2

_s5

$61)
(ss)

17, 10_1

2._'15 8

2.08 7
174

60
(428)
(r8r)

r 5,872
|.492

5 (r5

365

(467)
(724)

24.66_s 21,173 r 7,1 03

(4 28)

o

o

o

r3.065
457

I,779
55

2.irs

1 2.1 37
s65

1.072

12.673
3ll

t.707
60

( r.2s8) ( r ,2_s9)
625

(467)(6 6s)

I 7.00(r l-'i.0(r5 t2.613

1
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Notes (continued)

l'7 Retirentent benelit assct (cotrtinued)

2014 2013

Restated

Shs' nrillion Shs' nrillion

2012

lLcs t uted

Shs'nrillion

,l<AJ

o

o

-['he amourrts lecogtltscd rn 1lr'ol'it ot' loss at e as lbllo$'s

Current ser-vrce costs

I nterest costs

Returrr on plan assets

Past service costs

AdJustments for prevtous year's Valttes

'l'otll (crcdit)/cr1;crtscs irrcludcd in etlrplol'cc berrcllts

'fhe princrl;al irctuartal asstlrnptrorls at tlle t'cportillg date rvere

Discor.rnt rate (p.a.)
Salary increase (p.a )

Expectecl returrl on plan assets (p.a )

Futrrle penston llrcreast:s

Plan assets are drstlibuted as lbllorvs:

Quoted shares
lnvestmen( rn propelties
Covernment of Kenya Tr easury brlls and bonds
Comrnercial paper artd corporate bonds
Of tshore in vestnrcr.tts
Frxed and term dc1:osrts

lletrrernent bcnetlt asset

As previoLrsly stated

l)r'ior vcar adiustnrcnt

Restltcd assct

45'l

t,7'79

(2,8s8)

3l I

t,707
(2,3s 8)

5'7 (181)

565

1,071

(1,492)

625

l'724)

o

(s65 ) (52 i )

12.9'/r
t0.9%
t2 9%
30%

2014

4jYr
I loA

3jo/u
6%
9v,
3o/u

t3.7Yo
| 1.7V"
13.'?%

3.0%

20 13

39%
l3Yo
27%

6%
8%
1o/

t2.5%
t0.5%
t2 5%
3.0"

2012

32%
t6%
43eA

10/

3%

o

o

o

a

o

ltJo' loov, l 0u%

20 t3

Shs' nrillion

20 12

Shs' nrillion

2,96'7

5.141

? l()i
2.237

8.1 08 4.130

JJ
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Central Bank of Kenya
Financial Statements
For the year ended 30 .lLrrre 20 l4

o

o

o

o

Notes (continued)

l8 Property and equipment

Year ended -j0 .lune 2013
Cost or valuation
At start of year
Add rtions
D rsposa Is

At end ofthe year

r\ccu nrulatcd depreciation
At start of year
A<llr,rStmerrtS
Clrarge lor tlre year
On d isposa I

At encl of tlre year

Net carrying value

Year ended 30 June 2014
Cost or valuation
At start of year
Adjustment to reval uation

rcscr'\/e
Additrons

Disposa ls

At encl ol year

Accu nrulated depreciation
At start olyear
Charge for the year
On disposal
At end ofthe year

Nct carrying valuc

Freehold Lcasehold
land and land and Work in
Buildings buildings progress

Shs' nrillion Shs' nrillion Shs' nrillion

Furniturc
and

Eq u ip nrcn t Tota l
Shs' million Shs' nrillion

Motor
Vch icles

Shs'nrillion

6.042

6.042

1.805 r.r94
819

-'\t0
(r.l

(2t1

5.6i 8

(2)

r4.989
t.2.10

(2-r )o

o

o

o

r,805 2.0r3 i-52 -s.984 16.t96

t9

-1 
(,J J-)

i9

6 r80
2

-s0
(2 r)

4

437
(2)

6

d-1-1

(23)
322 2tl 3,572 4.144

5.720 1.766 2,01 3 l4l 2.4t2 12,052

6,042

( 46\

r,805 /.,\) I )

2,-i 7-i

352

1l
(ii)

j48
(4)

5.984 r6.r96

5.99(r | .80-s 4.-1I(r is8 (r.-i2S

(46)
) 1ct)

(je)
l.S."r0f

322
304

_39

35
211

66
(3s)

_r.5 7l
-s 80
(4)

4,t44
985
(3o1

626 242 4,148 5,090

5,3 70 l,7i l 4.3 8(r t46 2,r80 13.813

Larrd and buildrrrgs rvere revalued by internal prolessional valuers in 2012 on an open nrarket [rasis ancl the
l'evaluation has beerr irrcluded in the revaluation leserve. The nexl. valuatrorr is rlue in 2015 in accordance rvith tlre
Bank's policy.

Land and burldings are included rn the level 2 lair valuatron hierarchy (that is, the lair value is based on inputs
other than quoted prices tlrat are observable).

The rnethods and significarrt assumptions applied nr an'iving at thc revalue(l amoulrts are as follorvs:

r The Bank's resrdential propertres are all owner-occupiecl. Irr carrying out tlrc valr.ration. tlre Bank has assurred
tllat the prospecttve rcntal income to be generate<l lty thc property hasccl orr tlre gorrrg t.entals for sirnilar
propefties wtthin the same location.

Tlre Bank Iras taken rnto account comparables values of sirnilar propcrtres (plot, corrstruction standards,
design, (lay orrt), size, location, - current sale prices of vacant plots and tlrose developecl) to derive the
market prices. These were obtained from rnarket transactions of comparable ltroperties.

o

a
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Central Bank oll(enya
Financral Statements
For rhe year ended 30 Jtrne 2014

o

Notes (continued)

I9 lntungiblc ilsscts

Ycal etrded 30 J urrc 2013

Cr,rst

Al sturt ol'1'car
AddiLions

At cnd crl'1'cur'

Accunr ul:rtctl iltnortisati0tl
n I start <.ll ycar
Anrortisation lbr thc 1'ear

At crrd ol'.t'car'

Nct carlvirtg vuluc

Yenr cnrletl 30 Juttc 2014
Cost
A[ slart ol']cxr
Additions

At end of year

Accurn ulatcd iull0rtisiltiotl
Ar slart ol'),ear
Anrortisution lbr 1'car'

Soltrvare
Shs'nrillion

Work-in-
P rogrcss

Shs' nrillion

'l'otal

Shs'nrilliort

t,572
46

|,572
46

I,6t8

o

o

o

r,61 8

o

300
345

300
345

645 645

9'.73 9'73

1,618 1,6r8
99

1,6r8 9 t,62'7

645
JZ+J

645
JqJ

At cnd ()l'\'cur

Nct ctrr'r'r rnq vlrlltc

988 98S

o

a

o

o

630 o 639

20 Due lronr Covernment ol'Kenva

O verdla ft
Loan

20t4
Shs' million

3 7,23 8

28,900

20 13

Shs' ntillion

7,000
2 S,960

66,r38 3 5,960

Secriorr a6(3) ot'the Central Bank ol'l(euya Act scts the lrrlrt ot'tlte Covernrneut of Kenya's ovelclrati tacrlrry ar

rhe Barrk at 5Y" ot'tlre Cross Ilecurrerrt llevenuc as repolted rn the latest Coverrrmertt of Kenya auditecl tlnancral
sraternents 'flre lrrnit starrds at Shs 39,12i million (2tll3 Shs 34,lti7 mrllion) based on the Covernrnent tinancral
srarerrenrs lor 20 l3/2012 (2013. 20121201 l), ri,hich are the larest audited tlnancral statements at rhe rlare ot-

approvaI ol'thesc tlnarrcral statements.
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o

o

o

Notes (continued)

2l Currency in circulation

Kenya bank rrotes

Kenya coins
Comrnemoratrve coins

Movement in the account was
At start of year
Deposits by banks
With<lrawals by banks

At end of year

22 Deposits from banks and governnrent

Local commercral banks clearrng accounts and cash ratio reserve
Local banks foreign exchange settlement accounts
External banks foreign exchange settlement accounts
Other public entrttes arrd project accounts
Covernrnerrt of Kerrya

23 Invcstnrent by banks

Ternr auction deposits
Repos sold to commercial banks

24 Other liabilitics

IrnpersonaI accoullts
Sundry creditors
Bonds pending payahles
Refirndable deposits
Lea ve accrua I

Graturty to staff rnernhers

20t4
Shs'nrillion

r93,640
().J l()

20 l3
Shs'million

177,488
5.553

6

c
t99,966 r83,047

159,2t (t

(403,(r 8 9)
421.520

l8i,047
(458,s85)

47 5.504

199.9(r(r t8-r.047

123,7 66
13,47 6

47

207.836
I 03,(r75

104,3(r(r

9,248
33

19,9 54
5 8.0 70

44 8.800 I 91 .671

30,9 8-j

r0,606

o

a

o

o

41,589

l.o-\4
I 5SC)

1,3,i I

682
ll8

-)a

248
926
620
677

76
48

.-l) 2._s 9-s

36
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Frnarrcra i Statenrents

For the year entled 30 Jtrne 2014 o

Notes (continued)

25 Shirr'c capital
A uthorised

share capital
Shs'million

Balance ar I July 2012,30 June 2013 and 30 June 2014 s,000

Ou,nership olthe enrire shale caprtal is vested iu the Cabrnet Secretary to the NationalTreasLrry

26 Cash geucratcd lronr opcril(iolls 20 14

Shs' nrillion
Recorrcilration of net surplus to cash florvs ii'om operations

SLrrplus Ibr the year'

Acl.; r.rstrnerrts lbr
Deplecratton (Note' I S)

Ar.rroltrsatron (Note I 9)
Carrr on drsposal ot'pr t-rpct'ty and e tlLriprncrtt
Net creclrt on cletlnerl lrcrrctlt irssct (Note 9)
Ernl:loyer corrtr'ibutror.ts on tlte r.lellned berrellt asset (Note l7)

Changes rn rvorking caprtal
Loans arrd advarrces

Other assets

Due tl'om Coverntnent of- Kenya
Cullency ru circulatiort
Deposrts
Othel liabrlitres
lnvestrnerrts by banks

r3,504

2t9,t)3'7

e85
343
(30)

(s65)
(rr2)

o

t

o

o

o

o

o

Ordinlry
shures

Shs' IVI illiorr

5,000

20 r3
Slrs'nrillion

j,5 73

82i
345
(l t)

(52r)

(e)
'7s3

(30,1 78)
16,9 r 9

257,t29
2,781

(41,589)

9r5
(r,562)

2,t'7 t

23,8i r

3 r,029
691

5.9 r6

67,200

o

o

3'7



o Central Bank of Kenya
Frrrancial Statetnents
For tlre year ended -30 .lune 20 l4

o

o

o

o

Notes (continued)

27 Cash and cash equivalents

Fol tlre purpose of tlre statement olcash flows, cash and cash cquivalents irrclr-rcle.

Balances clue lrorr bankrng rnstitutions
Frnancial assets - held for tradrng
Advances to banks (Note l4)

Loans to crccrrtive Directors

At start of year
Loarrs advarrcecl clr.rring tlre year
Loan repayments

At end ofyear

Loans to key management personnel

At start o[year
Loans advanced during the year
Loarr repayrnents

At end ofyear

2014
Shs'nrillion

645.379
i Sifi

50

201-3

Shs' million

402,549
s s7r.

351o

o

o

o

648.9(r5 408.426

28 Related party transactions

Ilt the course of its operations, the Bank crrters rnto transactiorrs rvitlr relatcd parties. rvlriclr rrrclude tlrc
Goventtnetrt of Kenya, the ultrmate orvner of tlre Bank, and the Depo.srt Protcctiorr Fund Boarcl (a corporatiorr
establislred by larv as a deposit nrsurance schcme to provrde c.6r,cr for deposrtors ancl act as a lrqrrrdator olfailed
trretnber rrtstitutions. It rs managed by a Board coml)nsnrg tlre Govcrrror of the Ccntral Bank ol l(enya as thc
Cha rrrn an).

The rnain transactions include ordinary banking facilities to governtnetlt mrnistries included in Note 22 and
lending to Covernrnerrt of Kerrya included in Note 20

(i) Loans

The Bank extends Ioan [acilities to the Governor and the Deputy Govemor ancl otlrer key rnanagerrent personrrel
The aclvances are at preferential rates of interest cleterrrrinecl by the Bank.

20 14

Shs' nrillion

l-j

(5)

20 l3
Shs'million

6

lt
(4)

a 8 l3

77

l7
(23)

8 7

0

0)
2

_'1

7t 77
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Centlal Bank ol'l(enya
Fir-rancra I Staterlents
For the yeal errtled 30 June 2014

o

r\otes (coutinued)

28 Rclutcd pilrtv trirnsrctions (ccrrttirtued)

(ii) Directors' enrolumcnts:

Fees to non-execLltlve Drlectors
Other lemLrneratiou ro Executive Director/(s)

(iii) llerrrurrcrutiorr to suuior rnirrtlgetttcrtt

(iv) Post-cnrplol,nrerrt pcnsinrr to seuior nlilnilgcmcnt

2014
Shs' million

45

r96

l0

2U I3
Slts'nrillion

l5
30

I5
53

o

O

o

o

63

t72

ll

(v) Covclrrrucnt ol'KcrrYa

DLrc tion-r Coverumeur ol'l(enya (Note 20) 66, r 38 3 5.9 60

Tlansactrons errlered lnto wrth the Covenrment include:
i. Bankrng services;
ii. Marragement olissLre and redemption of securrtres at a commission; and
iii- Foreign cLlrrerlcy denominated debt settlement and other remifiances at a fee.

(vi) Dcposit Protectiorr liund lJoard

l'he Bank has a close rvorkrng relatrottsirp rvrth the Deposrt I)r'otcctiou Frrnd Board, an entlty rncorpolaterl r.rnder

the lSankrng Act, irnrl pr'oi,rtles rt rvith stal'f'aud ot'flce accomnrodatrorr Certaru costs incLrrled on behall- ol'the
Deposrt I)r'otectiorr l:unrl lJoaltl irlc tirlly rerrttbulsetl to the Bank.

The balance outstandtrrg tl'orn thc Deposrt l)rotec(tou Fund Board and included rn other assets as a( year end rvas

Shs lS.9 rnrllion (2013 Shs 2U rrrllion).

(vii) Kcnya Sclrool ol'Nlonetarv Studics

'l'he Kenya School ot'Vlonetaly Stuclres is a regrstered legal entrty wholly owned by rhe Bank and has been
consolrdaterl ln these tlnarrcral statenleuts

29 h-irr:rrrciul risli rrrirrragcrrrerrt objcctivcs :rrrd policics

'l'he IJank's actr\/ll.rcs cxpose lt to a \/anety ot'flrrancral r rsks, includrng credit risk and thc cl'lccts ol'chlrrces in dcbt
and eclurty malket plices, lbrergn cur'r'ency e.rchauge rates and interest rares. The Bank's ovcrall risk nlanagentcnI
progranrnre lbcuses on the unpredrctability of frnancial markets and seeks to minimrse potential advcrsc cll'ects on
its llnancial perlbrmancc.

Rrsk rnatragernenI rs calrretl out by the Frnaucial N4arkets Department under policies approvcd b.v the Bolild ol
Drr'ectors. Othel organs that nronrtol the assessnrent and rnanagernent ol rrsks rvithin the Bank irrcludc: Board
ALrdrt Comrnrttee, lrrtcrntrl r\udrt Departrncnt and I(rsk Management Unir

o

o

o

o
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Notes (continued)

29 Financial risk manage ment ob.icctives and policics (continrrcd)

(a) Strategy in using financial instrunrents

The Bank lrolds loreign exchange reserves for tlre purlloses of selvicirr-r official foreign deht. payirrg rron-
goverlltnent debt and Cerrtral Bank of Kenya experrditures abroacl, alrtl occasiorral rntervention in the forergn
exclrange rnarket to smootlrerr exchange rate volatilities. The Barrk carr otrly irrterverre in tlrc loreign excharrge
rnarket when there are sharp exchange rate moverrents rvhiclr are likely to destahilize the finarrcral rnarket.

Coverrecl by the Bank's reserve management polrcy of safe investrnent, lrquidity arrd return, r'csl)ectively, the Bank,
witlr a prudent approach, subjects its forergn exchange reserves to investrnerrts in intentattonal rnarkets

Trr this fi'amework. almost all the financial risks to rvhich the Barrk is exposecl arise rvhrle fulfillirrg rts duties of
rnanagirrg foreign excltartge reserves an<l rerrderrng certain bankurg ser'\/rces to tlrc hanking sector arrd tlre
Covenrrnerrt of the Republrc of Kenya

TIre Bank is exposed to credit, market and liquidrty risks due to the aforerncrrtiorred operatrons. The financrai risks
that arise during the managernent of loreigrr exchange reserves are tlre outcorne of arr rnvestrnent choice.
Nevertheless, the Bank etrdeavours to minirnrze such rrsks [ry rrranaging tlrern u,rth a corrservative apnroach.

Foreign excharrge reserves are rnarraged by observrrrg tlle investment clttcria rlefitred in the Bank's Cuirlelines orr

Foreign Exchange Reserves Managernerrt

(b) Risks facing thc Bank

Tlre following are the main types of risks that the Bank is exposed to irr the course of executing rts operatrons.

a Financial risks include: Non-fi nancial risks include:a

Credit risk
Market risk:

. Irrtelest risk

' Foreign currency exchange risk
Lrquidity rrsk

Operational risk
Hurnan resource risk
Legal risk
Relrutatrorr risk

o

o

o

o

i. Crcdit risk

Credit risk artses lrorn investmerrt secr.rrities, halances clue frorn harrkirrg irrstrtrrtrorrs. hrrrrls lrclct u,rth IMF, loans and
aclvatrces as well as other assets The Bank has no significarrt concerrtratiorrs of crcclrl rrsk excclrt [oI the lencling to
tlre Covernrnent of Kenya

Management of tlre credit risk is througlr the choice of deposrtory lranks TIre Bank's choice of depository barrks rs

confined to top international banks that meet the set eligibilrty crrterra of financtal soundrress on long-term credit
rating (A), slrorl-term credit rating (AA), cornpostte ratirrg arrcl caprtal aclcqrracy.

The amount that hest represents the Group's rnaximum exposure to credit risk is per the statemerlt of finarrcial
position.

The Bank cloes not grade the credit quality of tlrese assets None of the balances have had their terms renegotiated
Managetnent rnorritors the credit exposure of staff on a contuluous basis. taking into account tlreir'financial position,
past experlence and otlrer factors. Provisions of Shs 104 million (2013: Shs 83 million) have been recorded due to
irnpaired balances to lelated parties.

40



Centlal Barrk ol'Kcuya
Financial Sratements
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Notes (continued)

29 Financial risli nrlnagcrnclrt r.rbjcctives and policies (continucd)

i. Cledit risk (corrtirrucd)

Tlre fbllorvrng amounts in loarts and advances and other assets are neither past due nor impaired or individually
rrnparrecl All other firraucral instrumerrts operate rvithin their contractual terms.

Advances to employees
Due tiom banks under lirlurdatiorr (Note I5)
Sundry debtors

Allorvauce tbr irnpa rrment
- other assets (Note l6)
- loans anrl advarrces (Note l5)

Neithcr I)ilst due lndividualll,
rror impaircd inrpaired

2014 2014
Shs' nrillion Shs' nrilliorr

2,654 24
- 3,6s6

3,366 4,860

Neither pnst
duc nor

inrpaired
20 l3

Shs' nrilliorr
2.616

4,004

I rrdivid urr ll_y

inrpaired

20 l3
Shs' nrillion

22

3,656
4,8 39

o

o

o

o

o

o

o

o

6,020 8,540

(4,860)
(3,680)

6,650 8,5 r7

(4,839)
(r,o/0J

(s,540) (8,5 r 7)

6,020 6,650

There rvere 11o pasr drrc btrt not rurparrecl balances as at 30 June 2014 (2013. Nil)

ii. i\'larliet risli

'fhe Bank takcs orr cxl)osure to rrrar'ket rrsks, rvhrclt rs the rrsk that tair value ol lLrture cash llorvs ot'a
l'inancral lr)stl'unrenI rvill f'lLrctuaLe because ot'clrartges rrr market plices. Market lisks arise tionr open
posrtions rn rnterest ra(e, cLlrrency and equity, all ol whrch are exposed to general and specrtic market
mo\/ements and changes in the level of volatility of market rates or prices such as interest rates, foreigu
exchange rates arrd equity prices. 'lhe Bank separates exposures to market risk inro either tradrug or non-
tradrng portfolros.

Market r'rsks arising iiorr traclrng and non-trading actrvities are concentrated rn Bank Treasuly and are moniroretl
by nrartagernent tlrroLrgh gLridelines lrorn the Forergn Reserves lnvestmeuts Cornmrttee (FRIC) rvitlt oversight tlorn
the Frnancral Srabrlity Cor-nrnrttee

Tradrng portlblros rnclucle those positrons arrsing ll'orn rnarket-makrng transactlons wlrele the Bank acrs as

princrpal ri,rth cornrncrcral Lranks or the rnarkct

Non-tracling porrtolros prrmarily alise tl'onr the ir-rterest rate management of the Barrk's rnvestments and rronetar)i

ltolrcy assets ancl liabrlrtres Non-rratlrng porttbilos also consist ot'loreign excharrge arrd equrty lrsks arisrng fiorn
the Llank's helrl-to-nratLrrrty and V\rolld Elank l{AVl l']flnancial assets.

Ittlerest t tttc t't.\'k

-l-he Bank's inrcrcst r'atc lrsk irn)cs llorn intclcst bcarin!r invcstnrcnts. loans and advanccs Lo contntcrcial blnks and
rnveslnlen[s by banks. Bor|orvrngs rssLred at variable rates expose the Bank ro cash llou, interest latc risk u,hich is

panrally oft\et by cash held at valiable rates Borrowrngs rssued at tlxed rates expose the Bank to fair value inrcrest
rate risk

The tables belorv sLrmrnanse the Bank's llnarrcial assets and liabilitics and unalvses rhcnt inro rhc carlicr ol
corrtractrraI rniltLlflt)/ or r el)ncIng

o
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Central Bank of Kenya
Financial Statements
For rhe year encled 30 June 2014

I

o

Notes (continued)

29 Financirl risk nt:rttagcrttcnt objectives and policies (contittued)

F'air value ol' lirtarrcill itlstrtl Illellts

lFl(S 7 specilies a llir valrrc'hieralchy o1'valuatiou rechniclues based on rvhether the inprrts to those valuatiotr

rec6pitpres arc observablc or unobsen,able. Observable inputs retlect rrralket data obtained tl'oln indeperrderlt

sources; uuobselvable inpurs retlccr rhc Bank's luarket assutnptions. 'l'hese two types ol'inputs liave created the

tbllorving tail value hielarchy:

. Level I - Quoted prices (unadjusred) in active markets tbr identical assets or liabilities. This level includes

liste<i ecpriry securities and debt instruments on exchanges (for example, Bloomberg).

. Level 2 - lnpurs other than quoted prices included within Level I that are observable for the asset or

liability, either {irecrly (thar is, as prices) ol indirectly (rhat is, derived from prices). The sources of input

paramerers like LIBOR yielcl curve oi co.,nrerparty credit risk are Bloomberg.

. L-evel 3 - inputs tor the asser or Iiabiliry that are not based orr observable nrarket data (unobservable inputs).
'l'his lcvel ipclucles crprity investrnents and debt instruments with signiiicant unobservable colnponents.

Level I Level 2 Level 3 l'otrtl
Shs' nrillion Shs' million Shs' nrilli<ln Shs' million

As at 30 June 201:l:
Financial assets at lair value
I n vestrnenI sec uri t ies - A r.ai la ble- ibr-salc

7s, r 25 65

a

6

7E, I 90

6

l6
40

a

o

a

o

a

o

o

'l'r-rtal assets

As at 30 June 2013:
Financial assets at fair value
Investment secr.rrities - Avai lable-fbr'-sale

Not latel tltirr-r I ycar'

Latcr than I ycal and not lilter tharr 5 1'culs

'78,125

'71 ,8',71

65 6 78,196

77,929
6

58
6

'l'otul assets 7'7,87 | 58 7'l ,935

Changes in level 3 instrument alc disclosed in Note I2 to the tinancial statelnents.

30 Contingent liabilities and contntitntcttts

The Bank is pany ro various legal proceedings. Basecl on legal advice, the Directors believe that no loss will arise

tiom rhese legal proceedings. Appropriate plovisions have been made rvhere a Iiabiliry is consideled plobable.

Ar 30 June 2014, the Bank clid not have capital comrnitmeuts (2013: Nil) in respect olproperty and ecpripment

p urchases.

Operating lcase contrtritrlletlts - Battk as lessee

6

2014
Shs' nrilliorr

40

20 13

Shs' milliort

56

---000---

o

40

17


