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tsOAT.D OF DIRECTORS

The Kdnya Post Office Savings Bank consisfs of a team of experiencerl and qrralified professiortals who provicle

leader$hip in matters relating to decision rnaking in the Bank. The Board is appointed by the Minister of Finance

and is rhrade up of the Chairman and four Directors and the Managing Director. Ihe Board provides guidance and

directiqn to the Management. Directors are given appropriate and timely information so that they can maintain full
and effbctive control over strategic, financial, operational and compliance requirements. T'he day{o-day running of
Postbank has been delegated to the Managing Director. The Board retains responsibility fbr establishing and

maintalning the internal controls over the strategic, financial, operational and compliance issues. T'he Board is
responfible of ensuring succession, planning and recruitment of the CEC). The Board is made up of the following;

BOARD OF DIRECTORS

Hoa Frrd l(rporrdi
ch.lim.n

Hon. Fred Kapcrncii Chesebe !:cids a Bachelor of Arts degree (Hons) from the tJniversity of lilairobi. Prior to
tris appointrnent as Postba.nk Chairman, he served as the N4ember of Parliament for Mt. !ilgon Constiluency
betwoen 2008 and 2AD.Yle has vast experience serving in various Parliamentary Committees and was the

Chairinan of the Parliameutary Committee on Administration and National Secrrrity betweett 20A8 and.1012.

Hon. [<.apondi also served as a Member of the Parlramentary Committee on Budget'2008-2012; Member
Parliahnentary Commil.tee on !-liqual Opportunities 20 l0-2012; Member Parliamentary House ['rivileges

Comrpittee arrd also Member, Liaison Committee. L{on. Kapondi is trainetl in Corporate Governance and has

anended many local & International confererrces. He was appointed as chairrnan of Kenya Post Office
Savinps on lOit January 2014. tlon, Fred Kapondi is forty seven (47) years old.

PRINCIPAL SECRI|TARY/ NATIONAL TREASURY

DR.lKAMAU THIIGGE, CBS
Dr. fiamau 'fhugge is r:urrently the Principal Secretary at the Naticnal Treasul,v. He has previously

wor(ed in the Ministry t:f Finance as heacl of Fiscal ancl Monetary AfTairs Depafttnent, Economic

Secqi:tary arrd as Serrior Llcolromic Advisor. Betbre.ioining the Ministn, of Finance, he worked with
the ifrternational Monctary Fund (lMF') as Ecorromist, Senior Economist and Deptrty Division C'hief'.

Dr. ]Thugge has played a ma.ior role in influencing the desigrr of Kenya's current liscal
decelrtralization system ancl has coordinated the fbrmulation of legislation for implernenting

devftution, including the Public Finance Management Act,20l2; The Commission on l{eventte

Allopation Act- 201 I ; 'l'he Independent Officers (Appointrnent) Act. 2012; 'I'he Counfy Government

PFM Iransition Act 201.1: The County Allocation of llevenue Ilill 2013: and.'I'he Division of
Revgnue Bill 20 I 3 120 I 4.

Dr. 1[hugge is widely puhlishecl and holds a I]achelor of Arts (fJconomics) clegree fronr Col<iracl<r

Collpge, USA: Master's clegree in Econornics fi'om John Flopkins [Jniversity, t.lSA: and a Doctor cf
Phil|sophy (PhD) degree in Ecotrolnics also from John Hopkins [-lniversity.

ll
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Board of Directors (continued)

N:omo Mutuku
Borrd Membcr

Alternate to PS T'he National Tneausry

Nzomo Mutuku is since iune l0 l3 the Scnior A.dvisror, Irinancial Sector, at The l.,lational Treasury of Kenya
where he advises on polic.v tnatters relatirrg to Pensions, Insur:ance, Capital Markets, Banking and other
finarrcial services. Previousl;v, he rt'al, the Chref Nianager Rer-earch & Developnrent at the Retirement
llenefits Authority in l(enia. lle vvorked at the Autlrcrity fgr over l2 i.ears having previously u,<lrked in the
l(esearch l.)epartmenl of the Cerrtral Bank of Kenya. N,lr. Mutuku holdr a Masters of Arts degree in
Economics as well as a tirst class honours Baclieior of Arts (Economics) degree from the University <lt'
Nairobi. He has also underlak-en training in pensions and financial nrarkets in various countries including the
LII( and canada and at,ti(r Ilarvard t_iiliversity an{i wharton Brrsine ;s school in the tjnited States. He has
authored a nutnber of papers on i'itrartcial sector issue s including "the r:a:;e for consolidaled Fjnancial Sect,tt.
Supervisictn in Kerqy,t atld i.kc innucl c,/ thc Gbbal I'inanc'iai L'risis on lhe Pensions Seclor in Kenya" whiclt
are widely quoted in the regir.rn. Ii,: rvas a me,nber of the l-ligh Level Task Force that negotiated the East
Africa Comrnunity \4onetirry ljnion Prctocol. I\,1r. Ir4utuku is fbrty eight (48) years.

Ms..Isne lVlalva
Board Mrrnbcr

Ms. Jaue Ntroronge Marrva holclsr a ['ost Graduate Masters of Education specializing in education and a
Bachelor's Degree in E,ducation buth frorn the Universrty of Nairobi. She has been ateacher for over20 years
befbre becoming a Director of I(uria Women of Valor Organization where she spearheads the recruitment
and orientation of new trlelnbcrs as vrellas assist rn management of resources. She is the fcunder and Director
of Elite Junior Academy in Isebania - Kuria. Ms. Moronge has been instrumental in formation and
develo;rntent of Radio l,r'ssons in Keny'a Institute of Educaticin and has ernpovvered the Girl Chilo arrd
vulnerable childlerr in Ktrt'ia Drstrict. \'ls. Moronge was a candidate tbr 2013 elections, Jane Moronge is
firrty nine (49) years old and is currenrly studyirrg PhL) in Education Foundati<;n at the University of'
Nairobi.

KENYA POST OI.'FICE SAVINGS BANK ANNUAL REPORT & FINANCIAL STATEMENTS 2016
Page 4

!
il
{

1



il
flls

Board of Directors (continued)

Dr. U nus l(iokcr
Board Membr:r

Dr. Kioko holds a Doctorate in Economics of the University of Nairobi (2008), Mphil (Health Econoniics)

of the [-tniversity of Capc Town (2000), MA (Econ) of the University of Nairobi (1994) and Bed (Business

and Eoonomics) of the ' University of Nairobi (1992). He is currently a steering comrnitlee nrenrber of the

out-put-based appro:ich (OBA) progranlme in the Ministry of'Health, a coordinator forthe MSc in llealth
Econolrnics and Policy, member of the College Health and Sat-ety Committee. Chair, Health Econontics

comrnittee, School of Economrcs, University of Nairobi. Dr. Kioko is fifty one (5 l) years old.

Itrr.
Bor

Llrrvrence Tarrrri
rd lvlcrrrber

Mr. du*..n.e Tanui has over l5 years'experience in business, insurance and accountancy. He is currently

studying PhD in Business Management at Moi University, Mr. Ianui Holds an N4BA in strategic

manlgement (UO].I), Bcom (accounting) and he is a Certified public Accountant (CPAK). FIe has developed

his cfreer irr Finance and Accounts and is currently the Finance Manager at Africa Merchant Assurance

ColiranV Ltd (AI\4ACO L'ID). Mr. Tanui is forty (40) years old.

Anne Karanje
Mrdrging Dh.ctor

l

Ann]e has a Masiers degree in Business Adrninistration specializing in Strategic Managenrent and a

Baghelor's degree in Economics and Sr.rciology. She has vast experience in banking, auditing and finance.

Pridg to joining Kenya Post Office Savings Bank, Anne was an Auditor with the Controller and Auditor
Genleral. She has previously headed several departments in the bank including Finance & Accouuts,

Adrhinistration and Money Transfer Services. Anne has proven leadership, project and business managelnent

skiffs and has a passion fbr service excellence. She has also steered several business projccts with rernarkable

suofess. Ms. Ann Karanja is fifty eight (59) years old.
l
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Board of Directors (continued)

l\g, Head of Legal & Property Management/ Company Secretary. Mr. peter Kisni

Feter Kioni is an Advocale of the High Cor:rt cf Kenya and holds a Master of Laws degree (Lt,M) from the
University of Nairobi and a Bachelor of l,aws degree from Nloi Urriversi'.y. Fle also has a postgraduate
diplomafromtheKenyaSchool oll-aw. N'tr.Kiourhasoverl0yearsra,o'rkingexperienceintheLdgai fiela.
lle was Assistant Manager Legal Services prior to his current a.ppointrnent. ile has experience in Credit from
Diamond '['rust Bank [,imited wherc he worked fcr rnore than tu,o years

I(ENYA POSTOFFICE SAVINGS BANI(,{NNUAI, REPORT & FINANCI,qL STATEMENTS 2016
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SENIOR MANAGBMENT

Annl Waiyego Karania*Managing Director

Anne lhas a Masters dcgree in Business Administration specializing in Strategic' Managenrent and a

Bachqlor's degree in Flconomics and Sociology. She has vast experience in banking, auditing and finance.

Prior [o joining Kenya Post Office Savings Bank, Anne was an Auditor with the Controller and Auditor
Cene{al. She has prcviously headed several departrnents in the bank inclrrding Finance & Accounts,

Admiiristration and Mone1, l'ransfer Services. Anne has proven leadership, project and business

man4!,ement skills a.nd has a Jrassion for service excellence. She has also steered several business projects

with remarkabie success

Chiif Opcratiotrr Of{icer- iVlr. Sylverter Obuon

Sylyester holds ts.A and tvl.d rlegrees in Economics from the University of Nairobi. FIe is the Chief

Opefating Officer since l't i\ovember 20 16. Prior to this appointment, Mr. Obuon was the Ag. fiirector
Banking Services & Marketing. l'ie has headed Retail Banking, Administration, Procurement and Property

madagentent departments. l'vlr. Obuon has also previously worked as a Products Manager, Bank's

Economist and Head of Plarrrrirrg and R.esearch. Before joining the bank, Sylvester served as a Research

Ecofnomist at the rhen Ministry of Finance and Planning and Kenya lndustrial Research and Development

Instltute (KIRDI) respectively. He is an Honorary Fellow of the Kenya Institute.rf Bankers (HFKIB) and

is ourrently the chairrnan of KILI, Nairobi Local Centre. He has previously served as the Vice- Chair of the

Ke4ya Credit and Dcbit Card Association.

Hrtad af Bartking $ervic,cs ' tVlr. Sirrrrrr Njoroge

Siflron Njoroge holds a Masters of'Comrnerce from the University of Shivaji in lndia and a Bachelor o1'

C6mmerce from the Universrty of Mysore in India. He also has a Diploma in Micro Finance from

Sdlathmore LIniversiry. He has over l3 ),ears of professronal experience in Business Process Reengineering,

Pebple Management and Custc,mer support services. He has been involved in many projects including the

roll out of Western Union Translink system, MoneyGram, Delta works and Postbank Express. Mr. Njoroge

a[jo has expertise in franchise contracting, franchise management and business development of the 3

le{ding money remittance international brands.
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SENIOR MANAG E MENT (continued)
Ag" Head of Legal & Property Mana6ement/ Company Secretary Mr. peter Kioni

Peter Kioni is an Advocate oi the High Courl of K.eri.ya and holds a N{aster of Laws degree (LI_,M) frcm
the University of Nairobi and a Bachrior of Laws degree frorn l\4r.i Uni.rersity. Fle also has a postgraduate
diploma from the Kenya School of [.avi. Mr. Kioni has ovei- l0 years working expericnce in the Legal
field. He was Assistant N4anager Legai Services prri..rr to lris current appointment. He has experience in
Credit fi'om Diamond l'rtrst Bank l,united rvhere he worked tbr more than two years.

Head of lnformation & Connmunlcatian Technnlo$y f,lepa*ment- Mr. He nry Omumia

H enry Kenozrva C)mumia joined the Bank in ycar 2001 ancl has hc,l1:ed the bank implement custor"ner centric
so'lutions. He is an IC'l'executive rvith extensive experrence anil track recorrl ;n the field having startecl his
career in Errrest and Young arr international professional audit fiim. Hc also worked for Cirio Del Monte a
larqe Illterrrationai Pineapple g,rorving and Canning ('ompany prior to joining the bank. Kenozwa has a
Bachelor of Science Celtree frotn the Uni'versity of Nairobi and is a Fellovl,of the Cornputer Society of
Kenya (FCSK;. He iras also aticndcd !)rtr.;ect Management, Changc Nlanagement and General Management
c',)rirses and workshops both in Kenya an,l abroad.

Head Marketing and Businers Development - Mr. David Gatawa

A First Class Htlnours graduate of Ci',,it Engineering with an tVIBA t'rom Leicaster University UK, Davicl
is an lnlernationaily experiertced senior marragernent prr:fessional with over l9 years of Corporate, retail
and microfinancc bankirlg and pr:oject management experience in the Lranking industry. FIe has also
previously oeen a Lead Busrness Consultant with the World Savirrgs Bank Institute (WSBI) implementing
a Bill & Melinda Gates funded project rrr l,esr-rtho Postbanl<. Prior to.ioining Postbank, he worked for the
,Global UK B.ank and Barclays Bank for l2 years. I)avid is alsr-r s11 ACCA and A(jlB (LIK) finalist.
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SENIOR MANAG EM ENT (continued)

HredlHuman Rersurces' Mr. Urrula Sabina Oyatsi

Unula Sabina Oyatsi is the Head of Human Resources with effect frorn lst December 2014 She holds a

Masteps degree from Esami and Bachelors of Commerce from Universify of Nairobi. Sabina has massive

expelience in.Marketing and Customer $ervice having worked in.various departments in thp Bank such as

Money Transfer Services, Carcl Services, Marketing and Customer Relations. Prior to this position, Sabina

was Fiead Corporate Banking, Money Transf'er and Card Services. She also served as lvlanager Customer

Relations where she was instrumental in developing customer service standards for the Bank' She has

attended various managenlent courses locally and internationally. Before joining the bank she vzorked for

Bata Shoe Company.

Head of F'inance and A.scounts - Everlyn Tsimanji Madigu

Eveqlyn holds Masters Degree in Business Administration specializing in Finance from Kenyatta

Upiiersity and Bachelor of Comnrerce (Accounting Option).She is a qualified Certified Public Accountant
(CPA-K). She joined the bank in December 2016. Prior to joining the bank, Everlyn worked in HFC.Bank.

She]has vast experience in F-inance, Customer Service and Operations. She has implemented various

projects with great slrccess the latest being implementation of the Core Banking System, 'freasury module

and the ERP systems.

Head of Projects - Ms. Jacinta Nzisa Kasingiu

Mq. Jacinta N. Kasingiu joined the Bank as Head of Projects in 20 16 and has an MBA in Strategic

M4nagement from the University of Nairobi, a Bachelor of Arts degree holder in Philosophy and Sociology

frqm the University ofNairobi. She also holds a Post Graduate Diplorna in Human Resource from the IPI\4K.

Hgr experience in banking spans over 22 years having previously worked in Retail Banking, Strategy

development and implementation, Change and Project Management with Postbank. Prior to her appointment

asiHead of Projects, she was a senior consultant at Millennial HR. Through the course of her career, N4s.

Kasingiu has been recognized and commended for her role in implementing the Banks automation project

a6d the Postbank's agency banking project towards the Bank's business growth.

f
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SENIOR MANAG EMEN'I (continued)
Head of Audit - Ms. Lvdia Alum

Lydia holds air MtsA Finance Optitrn.and Bachelor r>f Commer.ce in Accounting & Busin.ess Administration
and is a rnember of the Professional bodies ICPAK, ACCA, IIA ai-rd ISAC.{. She is also a Certified Intemal
Auditor ancl passed the c'lSA ((lertilied lnfbrmation Systems Auclitor) exanrs.
l-ydia has cver l8 1'ears'Pt'ivate arrd public sector experience irr tlre fiirancial services industry. Her
expeliencc spans Bank operations, Recoveries, Finarrce and lntemal Autlit. Prior to joining the Bank she
was wirh Wotnen f.nlerprise F'ulra She-loined the bank in Dccember 2.A16 as the Head of Intenral Arrdit.

[(EI{YA POST OFFICE SAVINGS BANK ANNUAL REPORT & FINANCIAL STATEMENTS 2016
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TE INFORMATION

Kenya st Office Savings Bank (Postbank) is established under an Act of Parliament (lAP 493B of
the Kenya, and is domiciled in Kenya. The address of the registered otlice of the Bank is

House

l6th Street

P. O. 303 I I 00100,

Ernail:

We

N A

under

P.O

d@postbank.co.ke

www.postbank.co.ke

is primarily engaged in the mobilization of savings for national development and <lperates

Kenya Post Office Savings Bank Act Cap 493B. In addition, the Bank offers other financial

SC such as renritlance, collections and disbursement services

Banks

Kenya ommercial Bank Ltd

Horse - 6th Floor
48400 - 00100P.O

Tel: 0'20-3?-10a00
N

N Bank of Kenya i-td

Avenue branch
P.O B 72866-00240

4-020-2828000'fel:

P.O

N.A.
307il-00100

U Hill Road

ndent Auditor

r- General

of Auditor General

rsary'Iowers, University Way

x 30084-00100
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CORPORATE INFORMATION [Continuedl

Principal Legal Advisers

J. Louis Onguto Advocates
City House, 3td Floor, Wabera Strcet
P.O Box 41316-00100

NAIROBI

Kale Maina & Bunctotich Ad.iocales
-l'eleposta 

Tr)wers, l3th F[oor. I(enyatta Avenue
P.O Box 10674-001(i0

NAIROEI

K itnaru K' iplap-at Adl ocater;

National Bank Buitding, ist [iloor. Ilganda R-oad

P.O Box 5025-30i00
ELDORET

C.herono & Co. A<ivocates

llazina 'I'owers, 8il' Floor. Morrrovia Strcet
P.O. BOX 4007-r)01u0

NAIROBI

Kantai & Co. Advocates
Bruce House, l0d'I, loor. Standard Street
P.O. BOX 3424'7

NArRqBl

IVacharia-Mrvangi & N.ieru Advocates

ACK Carden Anl)ex, 6t" Floor, lI Ngonll Avenue
P.O. BOX 10627-00i00
NA uI
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CHAIRM AN'S STATEMENT

I am ple{sed to present the Annual Report and Financial Statements of Kenya Post Office Savings

Bank (Pdstbank) fbr the year ended 3 lst December 2016.
I

REVIEW OF ECONOMIC PERFORMANCE
1

Global $conomy

The global economy remains on a gradual recovery path, although the growth momentum weakencd

in the fdtrrth quarter of 2016 as a result of an uneven recovery path in world economies. In advanced

economils, growth was suhduecl while in emerging economies, prospects differ sharply across

countrid$ and regions. Emerging economies in general in Asia and India in parlicular shorved robust

growth rivhite Sub-saharan Africa experienced a sharp slowdown.

Three koy transitions conlinue to influence the global outlook:

a) The gradual slowdown and rebalancing of economic activity in China ara,ay froln irtvestment

and manuf'acturing torvartl consumption arrd seruices.

b) I"ower prices for encrgl' and other commodilies and

c) ^A gradual tightening in morretary policv in the United States in the conrext of a resilient LJ.S.

r.ecov-ery as sever:rl other rna.jor advenccrd ecollomy Clentral Banks continue to ease nlonetary

Policy.
'['he International N4onetary Fund (lMF) reports that the globai economy grew at 3.1 per cent in 2016,

0,1 percientage points lo'.verthan in 2015.

In 20165 Britain voted to leave the European Union. While this rnay impact existing trade relations

with other countries, the full impact of this move is yet to be established in the global economics.

Kenyan Economy

The Kenyan economy expanded at5.7 per cent in the third quarter of 2016 compared to 6.0 percent

in a sirnilar period the previous year. Data released by the Kenya National Bureau of Statistics

indicatps that the growth was supported by expansion of activities in sectors stlch as accommodation

and resfaurants; transport arrd storage; wholesaie and retail trade; informaiion and contmunication and

health i$ectors. The growth was dragged by the agriculture, forestry and fishing sector which slowed

to 3.9 percentcornpared to a growth of 5.5 dtiring the same quarter in 2015. ln addition, activities of'

the manufacturing and the construction industries recoi:ded notable slowdown irl growths. 'Ihe World

Bank eptimates that the l(enyen economy grew at 5.9 percent in 2016 and is projected to grow at 6.0

per cent in 2017. The slowdown in credit to the private sector is attributed to the capping of interest

rates v,J,hich has led to Commercial Banks to 'shun' lending because of the rerluced margins and

channdl their investments to Gcvernment securities which are risk fiee and less expensive to manage.

Inflatlon
I

Keny4's inflation rate remained in the range of 6 per cent. In December 2016, it stood at 6.35 percent,

November at 6.68 percent, and October at 6.4'7 percent. Inflationary pressures came from electricity,

house fents and kerosene prices but inflation was held at almost constant by declining cooking gas and

certain foodstuff prices Inflation continues to be withilt the Monetary Regulator's target of 2.5Yo to

7.5%.

KENYA POST OFFICE SAVINGS BANK ANNUAL REPORT & FINANCIAL STATEMF:NTS 2O]"6

Page 13



CHAIRMAN'S STATEMENT (continued).

'Ihc [rehange rate

fhe excirange rate camc underDressure in the month of Dccemberafter holcing steady forthe first ll
months ol'the year. A decision by the Federal Reserve Bank 2016 (American Monetary Regulator) to
increase the domestic base rare had a globaleff'ect of making the dollar clearer as investors shifted their
funds to the American economy putting pressure olr other currencies, the Kenyan Shilling included.

Interest nates

Yieids ort betrchntark Governn.!,Jlrt'l-reasur^y Llills,,r,ere stable duringthe quarter. The rates oscillated
betn'r:en 7.899h and 8.569rj for the 9l-day 'freasur-y bill, 1A.4679/o and 10.568%o f'or the lg2-da,,,
Treasury biii and i0.599o/o to 11.05.19t, fr:r the 364-dayr Treasury bill. Stability in the interest rare
regime rvduces uncertainty in decision rnaking and ultimately reduces the premiurn when pricing risk.

Year 201ti ltesults

During the year 120i6, irr,rslbank's net operating inccrne reiJuccd 'n5, 14.42% [r.om Kshs.933,043,49i
in 2015 t,r Kshs. igq 4(i4"083 in ,l0iti. (.)n r;ustonrer''s deposit. the Bi.rnli aehieved Kshs.l7.945 billion
agairrst a target rrr'Ksh 20.98 billion rvlrich lransl:rtes to 85.5% achievement. The market has becorne
ver!' cortlpetitive with rnany new plavers entering the market apd otfering credit facilities which are
nlore allractive to ctrslorne|s.

Corporafe Goycrnance
fhe Board cortiinued tcl pla;l its role within thr: tenets of gooclgoverrrancc pripciples. However, for rhe
big part of'tl-,e year 2015, the B,.)ard rvas nct fully 6ons111uted, hence posing a big challenge especiallv
in busi:"ress pulicry lonrrrrlation and corporate uversight. As a nlatte.r of fact the advisory committees
tlatnely: Audit and Risl<. and l-litrttan l{csources onlv mei once v,,liereas Strategy and Development
cornrnil.tee diri not rneet

201? Crtrl'LOOK
J'he slora'doivn in crecJil growth is expected to spill,over to the y'ear 2017 compromising economic
growth.'i'he ec:onomy grew at 5.9 pe'rcent in 2016 and is projectecl to grou, at 6.0 per cent in 2017.
'fhis perforrnance can be attributed to four main rJrivers:

a) The declirte in oil prices eased the pressure on tlre external a(:count and improved the net
g;cporls pcisitioli:

h) ti'-,od agriculture pet'ftrrmance and.suppo(ive monetarv policy which contained inflation
'.r itlrirr target,

c I Ongoing innovations in the ICl" sector provided a platftrrm tbr growth in services; and

d) Ongrring irtfrastructure investments stirnulated grorvth and crnployment in the construction
scctor and the cornpletion rtf energy projects resuher-{ itr a gradual reduction in the cost of
c lectric iti, .

llorvever, this growth outlook is srrbiect to substanlial downside risks. T'hese include:

a) Secr-rrily threats,

b; 1'he rebalancing of the (lhinese economy,

c) The subdued prices of coflbe and tea.

KENYA POSl'O l"lrlc}l SAVINCS tsAIlK ANNtlAi REP0Rl'& IrtNANCtAL STF.TEMENTS 2016
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CHAIRIUAN'S STATEMENT (continued)

al Th" recent hike in the US Fed rate could reverse the direction of short lerm flows which finance

(enya's external account.
lle) ilte 'woit and see approuch'for the 2017 elections by private investors could slow down

i4vestment.
I

l

From th$ above scenario.

Interest,Rates -

While the Government has managed its borrowing program adnrirably in the recent past, the decision

to drop ?xternal borrovving may put a strain on the local interest rates levels. The weakening of the

Kenyan lStlilling against the clollar may lead the Central Bank to adopt a tight Monetary Policy in a

bid tq silpport the local currency. This could lead to 4 rise in the interest rate.level in the local market.

For PoSfbank, the challenge posed is double edged since customers may require higher rates for

depositslwhile accessing liquidity for operational purposes may also prove a challenge. 1'he N4onetary

Policy Committee (l\4PC) meeting schedulecl tornards the end of January is expected to give direction

of the ihterest rates regime in the coming months

Inflation
Inflation is expected to come uncler pressure in the year with the possibility bf breaching tlre upper

limit ta4get of 7 .Soto. 'l'he failed short rains have led to a drought and this is expected to adversely affect

food pfbduction leading 1-o a spike in the price of food, which is a major comportent in determining

the levEl of inflation. Additionally, energy prices have trended upwards in l:he last month of 2016 and

lanuary.l 2017 tnd this is expectecl to further put inflationary pressures in the economy,

[ixchange Rate
'fne gldbal strengthening of the dollar is expected to put pressure on the local cttrrency as investors

exit thh Kenyan market wary of booking exchange losses on their investments. The drought in the

countrj is expected to adversely impact agricultural production of key exports such as tea reducing

the expected dollar receipts on the sale of the crop. Less dollar receipts from tea will further put a

strain dn the local exchange rate. The Bank will continue to carefully scan the business environment

and align its strategies accordingly to take advantage of emerging opportunities as well as address

risks that may impact on its husiness model.

Strategic Planning

In theyear 2016, the Bank comnrenced on the implementation of the first year of its 5 year strategic

Plan +12016-2A2A. During the year, the Bank carried out a midterm review of its Action Plan 2016 and

also (fveloped the Action Plan fbr the year 201 7. This Strategic Planning process was fbllrrwed by a

budgdting process for the year 201.7. The Action Plan and Budget 2017 together formed the basis of

perfothnance contracting with the Government of Kenya for the year 2017 .

Performance Contracting
l1

In Dobember2015, the Bank signed its annual perfbrmance contract with the Government of Kenya

forthb financial year2016. The contract was then cascaded to all levels within the Bank. Quarterly

perfgimance monitoring and evaluation was carried out.

ll
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CHAIRMAN'S STATEMENT (continued).

An evaluation of the tsank's Ferfbrmance for 2015 was carried out by the independent Government
assessors and the Bank attained an overall rating under the "FAiR" category.

Strategic Partnerships

The Bank continues to maintain strategic partnerships with key organizations which allows postbank

to network, gain knowledge and share experiences with other menrbers within the partnerships. These
are: Association ,rf Savings Bank t.rf East Africa (ASBEA); World Savings Banks Institute (WSBI);
Association of Micro- Finance institutions IAMFi) and Kenya Bankers Association (KBA). Of
significance is the support that has been received fiom WSBI in sharing customer service experiences
and product ileyelopnrents.

Appreciation

I wciuld like to c:oll\/cv rn), ci11,;.'," appreciation tcl the Covelnnrent, our esteemed custolners; and
bul'iness pafincrs thr their conlinuetl s;irpDorf. ! also wish to thank tlre m:rnagement and starf for their
dedication to service.

I,AWRENCB TANtJI,,..
DIRT](]TOR
3ts-r MARCH2$17
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MANAGING DIRECTOR'S STA TEMENT

I wish tol present the Bank's Annual Report and the Financial Statements for the year ended 31't

oecembo[ zot6.
l

Financi4l Performance
The findhcial performance (profit / loss) for the period ended 3lst December,2016 increased to

Kshs.l.Z$Z biltion loss recording a negative growth of 2.55Yo from 2015 figure of Kshs.l.255 billion.
Total asgbts increased by 9.42% to stand at Kshs 13 .738 from Kshs. 12.555 billion in the financial vear

2015, mJlinly due to growth in investments. Customer deposits increased to stand at Kshs 17.945

billion a)tZ.ZlN positive change compared to financial year2015. The decline in performance was

occasionpd by:
o llack of cretjit which hes resulted to accounts falling into dormancy. A number of accounts

Were closed in the year due to lack of activity for over seven years and the accounts had zero

dalance.

o [educed t'evenut:s due to reduced active accounts.

o $educes investment due to declining deposits.

Affiliadrons
During {h" Y"ur 20lri, the Bartk maintained its affiliaticns with various organisations including but

not limilted to the Worlcl Savings and Retail Banking Institute (WSBI), Association of Savings of

Banks df gast Africa (ASBEA) and the Association of lr4icro Finance Institutions (AIVIFI) Kenya;

Kenya $ankers Association (KBA) and The Kenya Banking Institute (KBI).

tn all tilpse affiliations, the Bank continued to participate in the Organisations' organised / sponsored

meetingfs, seminars and other activities. Specifically, the WSBI supported the Bank in the following

activitips;
o 'pustorner centricity training

. ,h"r"ur"h on causes of dc,rmancy of accounts with youth accounts

o l,Strategies to hanclte ctotmancy

o jGlobai money week

o ,,Developnrent trf the Mchama platform for group savings

. llResearcfi on enhancing the potential of the Postbank Mashinani agency

For A$gp,{, tire Banl< participated in tire annual general meetings in which lhc ASBEA Sti'ategic Plan

20rc-AO2O was discnss;ed and the ASBE,A payment systems Interconnectivity pro.iect among the three

<,ountrles. AN,IF-l provided cairat:ity training opportunities for the Bank while KBA serrsitised the tlank

on th( various advocac,y assignments that the institution is undertaking.

I

Performance Contracting

In DeOember 2015, the Bank signed its annual performance contract with the Covernrnent of Kenya

for thf financial year 2016. 'Ihe contract was then cascaded to all levels within the Bank. Quarterly

perfofmance monitoring and evaluation was carried out.

An eqaluation of the Ba,nk's performance for 2015 was carried out by the independent (iovernmellt

urr"rJo., and the Bank altained an overall rating under the "FAIR" categoly.
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MANAG ING DIREC'I OR'S SIIAT'EM BNl' (contin ued).

Strategic Fartnersh ips

The Bank continues to maintain strategic paftnerships with key organizations which allows Postbank
to network, gain kirowledge and share expenences with other members within the partnerships. These
are: Association of Savings Bank of East Africa (ASBflA); World Savings Banks Institute (WSBI);
Association of Micro- Finairce Institutions (AI\4FI; and Keny.a Bankers Association (KBA). Of
sigttificance is the support that has been received fronr WSBI in sharing customer service experiences
and product developments.

KARANJA
M IN(] DIITECTOR

,]lS.INIARCH ]Ot?
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The

D
The

OF THE DIRECTORS FOR THE YEAR ENDED 3IST DECEMBER 2016

The of Directors have the pleasure to submit the annual report and audited financial statements

for the ended 3l't December 2016 in accordance with the International Financial Reporting

which discloses the state of affairs of the Bank.

activities

The activities of the Bank during the year under review was primarily savings education and

literacy, collection of funds from private and public enterprises and disbursement of funds for
pensions and salaries in accordance with KPOSB ACT CAP 4988.

Results
for the year are as set out on.pages 29 to 66

who served during the year to the date of this report were: -

The General is responsible for the statutory audit of Postbank in accordance with the Article
229 of Constitution of Kenya and Public Audit Act 2015 for the period ended 3 I st December 2016

By of the Board

o

CRBTARY

3l }J2017

C

Appointment
Date

Retirement
Date

Title

l0-0 I -201 4 In ServiceChairmanHon rred Chesebe Kapondi
I 5-05-20 I 3 In ServicePS, National TreasuryDr. B tmau Thugge
24-09-2014 In ServiceMr.lr zomo Mutuku

l9-01-20r 5 In Service

Alt. Representing P.S The
NationalTreasury
DirectorDr. L rbanus Kioko

02-10-2015 In ServiceDirectorMsJ ne Moronge
02-10-20t5 In ServiceDirectorMr. I awrence Tanui
0t-07-2014 In serviceManaging DirectorMsl nne W. Karanja

POST OFFICE SAVINGS BANK ANNUAL REPORT & FINANCIAL STATEMENTS 2016
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CORPORATE GOVERNANCE STATEMENT

Postbank is committed to the standards of corporate governance as set by the Government for the
public sector from time to time and the Central Bank of Kenya on specific services offered by
Postbank.

The Board of Directors is responsible forthe longterm strategic direction forprofitable growth of the
Bank while being accountable to tlre shareholder by ensuring that Postbank cornplies with the laws
and the highest standards ofcorporate governance and business ethics.

The Directors attach great importance to the need to conduct the business and operations of postbank
with integrity and in accordance with generally accepted corporate practice and endorse the
internationally developed principles of good corporate governance

Board of Directors
The Board is made up of six (6) Directors of whom 5 are non-executive including the Chairman.
During the early part of the year, there were a total of four (4) Direclors in service. However on 2nd
october 2015, two Directors were appointed. Directors are given appropriate and timely information
so that they can lnaintain full and effective control over strategic, financial, operational and compliance
requirements. T'he day-to-day running of Postbank has been delegated to the Managing Director. The
Board retains responsibilitv for establishing and maintaining the internal control Iu". th" strategic,
tinancial, operational and compliance issues. The Board is responsible of ensuring succession planning
and facilitates recruitment of the Managing Director.

'I'he Bank is complying with the Mwongozo "the code of governance for state corporations,'and all
the Directors have undergone training on the code organised by the State Corporation Advisory
Commission.

Board Meetings
T'he Board of Directors meet on quarterly basis or as required. The Board is responsible for monitoring
the implernenlation of Postbank's planned strategy and reviewing it in conjunction with its financial
performance. Specific reviews are also undeftaken on opemtional issues and future planning. At the
end of each financial year. the Board evaluates itself, the Managing Director and Senior Management
Staffagainst targets that have been agreed at the beginning of'the year.

Code of Ethics
Postbank is committed to the Public Officers Integrity and Ethics Act 2003, Leadership and Integnty
Act2012 and Kenya Anti-corruption and Economic crimes Act 2003.

Communication with Shareholder
Postbank is comrnitted to ensuring that the shareholder and the Parliament are provided with full and
tirnely information about its performance. This is usually done through the distribution of the Bank's
quarterly reports to the Inspectorate of State Corporations and Ministry of F inance and specifically the
Annual reports to the Clerk of the Parliament for distribution to the Members of Parliament. postbank
is in compliance with its obligations under the KPOSB Act, State Corporations Act and Central Bank
of Kenya guidelines relating to remittance services together with other Guidelines issued there-under
by the Government.

KENYA POST OFFICE SAVINGS BANK ANNUAL REPORT & FINANCIAL STATEMENTS 2016
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CORPORATE GOVERNANCE STATEMENT [Continued]

Directots' Emoluments and Loans
The aggtegate amount of emoluments paid to Directors for services rendered during the Year 201 6 is

aisclosJd in Note 22 to the Financial Statements. There were no loans given to sitting Directors at any

time du4ing the year.

Board fnd Board Committees Attendance

The follpwing table gives the record of Postbank's Board and Committee Meetings for the year ended

December3lst20l6.

BOARD ATTENDANCE REGISTER 2016

55

8

5 5

8 7Special
Board
i\tceting

N/A

5

N/A JN/A JAudit and
Rrsk Board
Committee

4 N/A 4N/A N/AStaff Board
Committee

4

llll ll lld
nt

ll N/A N/AStrategy ar
I)evelopme
Iloard
Committee

ll1 N/AAd hoc St:
Comnritte

6

DIRECTOR ........

3IsT MARCIdI 2OI7

MANAGING DIRECTOR .....
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Mr.
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Tanui

Ms. Anne
Krrranja
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Hon.
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Dr.
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Mutuku.

M r.I'ype of

l\lceting
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i I Nlectings
ii
,l

55

7 888

3J

4

M:rin Board

llqr:tine .-

ll 1l1l
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MANAGEMENT DISCUSSION AND ANALYSIS

Financial Performance
l'he financial performance (profit / loss) for the period ended 3lst Decembel 2016 increased to
Kslrs.l.2STbillionlossrecordinganegativegrowth of2.55o/o fiom20l5figureof Kshs.l.255billion.
Total assets increased by 9.42% to stand at Kshs 13.738 from Kshs. 12.555 billion in the financial year
2015, rnainl), due to growth in rnvestrnenls. Customer deposits increased to stand at Kshs 17.g45
billion a 12.23oh positive change cornpared to financialyear 2015 as given in trenrl analysis below.

TRE N D BAI.ANCE 2OO7 -20L6
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Deposit Rates

I'he avr:r'age deposit rate increased marginally to 6.78 percellt in June 2016 from 6.64 percent in Jgne
2015. 'i he iucrease was ref'lected in the '0-3 rnonths and 'over 3 rnonths rJeposit categories.

Compliance with Statutory Requiremcnt

During the period under review, the Bank honoured all it statutory obligations by remitting all required
deductions within tllc statulor), tinre line.

l\{ajor Risk Facing Postbank

Major risk tacing the organizafion is lack of one stop shop banking solution for customers compared
to the competition. I he bank is a saving bank and not a lender, thus the customers find it easier to save
where the Financial Institution can provide loans to assist them grow business, buy key assets and
pa1'ment of school fees among others. 'l'his has led to shrinking of the customer deposit base.

I

I

o+
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MANAqEMENT DISCUSSION AND ANALYSIS [Continuedl

Major Debtors

The Bank is owed Kshs 405.232 million by the defunct KP&TC.
l

In the year 201 l, the Cabinet approved that during the Bank's restructuring, the debt be settled by Postal

Corporation of Kenya. In the past, there was a request to convert the debt to a bond to ensure the Bank

earns a rEturn. This debt is yet to be settled.

Postal C,orporation of Kenya (PCK)

The Bank is owed Kshs 1.934 billion by PCK and in turn the Bank owes PCK Kshs 995.135 million
giving anet outstanding figure of Kshs 93g.261million. Management shall continue to pursue settlement

of the same including setting off arrangement.

Strategic Plan 2016 -2020

In the year 2016, the Bank commenced on the implementation of the first year of its 5 year strategic

Plan - 2016-2020. During the year, the Bank carried out a midterm review of its Action Plan 2016 and

also developed the Action Plan for the year 201 7. This Strategic Planning process was followed by a

budgeting process for the year 2017. The Action Plan and Budget 201 7 together formed the basis of
perforrpance contracting with the Government of Kenya for the year 2017

A review of the Bank shows that the Bank is not achieving its targets for all the key performance

indicdtors. Overall, the Bank is characterized with:

a) A declining market share in all its key business parameters i.e. deposits and accounts.

b) Dwindling incomes from both investment and non-investment incomes.

The Bank is still awaiting facilitation by the Government on the implementation of the identified special

projects and on the restructuring of the Bank. To improve on the performance. special projects have

been identified but implementation should be facilitated by the Government.

Sale of Key Strategic Assets

The National Treasury approved in December 2016 sale of Postbank Training School to assist in

restructuring of the bank. This will assist in reducing staff costs by reducing the cost income ratio. The

*un{g"rn"nt will be looking at modalities of disposal in the year 2017 .

KENYA POST OFFICE SAVINGS BANK ANNUAL REPORT & FINANCIAL STATEMENTS 201.6
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CORPORATE SOCIAL RESPONSIBILITY (CSR) STATEMENT

INTRODUCTION

Our Corporate Social Responsibility initiatives focus on broadening access to financial services for
communities, particularly in rural areas. The Bank partners with groups that work to create value in their
contribution to the economy. Our objective is to create and maintain credibility bl working in
partnership with the people in addressing problems perceived by the society as crucial.

SOCIAL IMPACT

The Bank engaged in activities that engaged.local communities in our efforts to improve access to
financial services and our philanthropic investments. Ultimately, our aim is to bring the breadth of the
bank's capabilities to the community and .amplify their impact on the social, environmental and
economic challenges.

CSR PRIORITY AREAS

Our long term vision is to contribute to the sustainable development in the country. This is achieved
through giving back to society through our four key pillars which are:

Education
Financial Literacy
E,nvironment
Health
Water & Sanitation
Emergency Response

The key highlights and achievements during the period under review included investment in
communities through various projects aimed at enriching and empowering people through basic
education, health and poverty reduction.

1. HEALTH

Provision of adequate and satisfactory health services remains a challenge especially in the rural areas.
The proposal is for the Bank to support critical areas in enhancing the health of customers in our areas
of operation.

POSTBANK PARTNERS WITH ZAiMBEZI HOSPITAL IN CANCER AWARBNESS

Postbank partnered with Zarnbezi Hospital to increase awareness on canceras it has been identified as

a silent killer in our communities especially because of low level of awareness, late presentation and
diagnosis and lack of affordable facilities for cancer management.

The event entailed a 5km cancer walk dubbed "Relentless in our commitment to fight Cancer together"
in fighting the cancer endemic. The sponsorship facilitated;

a) Screening persons for cancer.
b) Examination and consultancy for cancer patients.
c) Cancer education.
d) Cancer survivors counseling and support.

KENYA POST OFFICE SAVINGS BANK ANNUAL REPORT & FINANCIAL STATEMENTS 2016
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coRPoRATE SOCIAL RBSPONSIBII,ITY (CSR) STATEMENT lContinuedl

POSTBANK MARKS 2016 WORLD KIDNEY DAY

i

To comrhemorate World kidney Day, Postbank partnered with the Kenya Renal Association and

embarked on a campaign to educate and remind Kenyans of the various avenues of support available

to assistthose living with renal related illnesses and prevention.

The Bank acknowleclges that a healthy nation is a productive nation and hence undertakes activittes

that enharrce the country's well-being.

2. FINANCIAL INCLUSION.

CELEBRATING GLOBAL MONEY WEEK

Global Money Week brings togetherthe efforts which focus on financialeducation, financialaccess,

and entrepreneurship for youllt.

In theispirit of Global l\4one.r Week, Postbank, through all her 104 t,ranches condtrcted savings

educatiion in schools, tertiary iearning institutiolts, colleges and universities.

WORLD SAVINGS DAY

T'his jear, Postbank <;elebrated World Savings Day in grand style. Coupled with service excellence,

the aptivities inclutled Poslbank's pleclge to customers. Postbank has macle it a srilid tradition to

encoqrage savings through empowering the public on the importance of Savings for thrift
mobilization.

3. EDUCA'IION

In 2.016, the therne was protnoting mentorship and a savings culture among the youth through the

follgwing programmes;

JOB SHADOW

A gioup of High School students got to experience what life is like at Postbank for a day as part ofjob
shddow.

Patt of the progranr involvecl students visit to Postbank Head Office Branch. Students were exposed

to Fost aspects and departments of Postbank to get first-hand look a1 the work place. 'I'he Job Shadow

prQgram is aimed at making a powerful impact on a student's impression of different professions

within the Bank.

The Bank also endeavors to mentor young professionals through otfbring intcrnship opporttlnities to

refnforce skills taught in the classroonts.

AS more college and University students enter the banking world before graduation, the Bank seeks

to nurture them towards excellence iri respective fields through offering hands-on experience.

(ENva posr oFFICE sAVtNGS BANK ANNUAL REpoRT & FINANCIAL STATEMENTS 2016
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coRPoRATE socIAL RESPONSItsILITy (csR) S'TATEILENT [conrinued]

POSTBANK SUPI'OR TS THE COIN-CHAIN- FOIi EDUCATION ACTIVITY

In the spirit of achieving our tnandate of mobilizing savings fbr natiolal development, postbank
sponsored "The iA Coin - Chain" that sought tc raise firnds for e-learning toolkits to supp()fl
entrepreneurship and financial skills training to 50 secondary schools.

Currently, the Bank has partnered with .lunior Achievement Kenya ihrough provision of financiat
literacv, mentorship and job-shadow programmes. l)uring the Coin C:hai-n flr eCucation activity,
Postbarrk was recognized a; the most creative organization. The event providerJ a great team-building
opportunity fbr staff, provided an opporl.unity to showcase Postbank products as well as exposure to
potential custotnerj.

4. GROUP EMPOWERMENT

l'ostbank's cornetsttlne is focuserJ ott social aurJ envil.llrrnental responsitrility as a prerequisite to
conrlrrctittg r.rul Lit.tsiness. l'he Bank thrives in nrobiiizaiion of savings f6r national clevelopment and
Iter erl(;ttotrtic acti'rities ibcrts on savings.'l'o lenrairr competitive. l.etationship tranking trur'U""n u, _pivotal itt custotnet'rctention and acceptance of new proclucts anfl sei:vir:es.

Our vision is alignerd tov,al'ds enhancing the lives of r-rur customers, staff, stakeholders and the
community' Postbank ct'rllaborates with organized groups, schools and institutions to develop and
slrengthen our impact within the social and envir:onnrentar fiercl.

During the vear in revisw, the Bank supported the follcwirrs gr.c,ups;

o Walltagana t'arirters Self f-lelp Group in Murang'a, lvlt. l(enya R.egiot The group received a
donation of 5.000 litres water tank to support tlreir farmilg initiatives. The group of 25 farnrers
is involved in chicken rearing and tomato fanning. The Bank also conducted savings education
to the farmcrs.

o Hatua l-ikoni; a cotnmunib, NGO in Cloast lLegion tirat seeks l() promote education and
enrplovnrent arnong the youth. The Bank donated 100 clrairs as requlsted by the Instituti6n
Ther Bank in turn conducted savirrgs education.

o Kikao Self lJelp Group in ttift 'v'alle1,. The Barrk donated 100 plastic seats. T'he Bank
empowered the group's cccnomic activities of lencting.

5. WATER AND SANITATION

Postbank's 2016 CISR projecl focusing orr sanitation involr'e,rj dorralion of rvater tanks to
schools and qrouPs/chamaa's within her areas of operation rn response to rhe needs of the
cornnrurr ity.

TlLis proiect sought to alleviate water problems to neetly sclrools and groups namely;

o Marongo Secondary School in Nyarnira Cr>unty.
o Kanyakrvar C-'omnrunity l3ased Group in Kisumu
. Jasho vouth group in lJthiru \ -- -' -,,,
o l)awuka Youth Bunge (iroup

DIRECTOR........
3ls|'MAR(:H z0l7

MANAGING DIRECTOR
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aro.rrilhrNT oF DIRECToRS REspoNsIBILITIEs

TheStatpCorporations'ActSection l4requirestheDirectorstopreparefinancialstatementsforeach

financiallyear, which gives a true and fair view of the state of affairs of the Bank as at the end of the

financial year and of the operating results for that year. It also requires the Directors to ensure that the

entity koeps proper accounting records which disclose with reasonable accuracy the financial position

of the entity. The Directors are also responsible for safeguarding the assets of the entity.

The.Dirrpctors are responsible for the preparation and presentation of the entity's financial statements,

which glve a true and fair view of the state of affairs of the entity for and as at the end of the financial

year (poriod) ended on 3l st December 2016.

This rdsponsibility includes: (i) maintaining adequate financial management arrangements and

ensurilg that these continue 1o be effective throughout the reporting period; (ii) maintaining proper

accounting records, which disclose with reasonable accuracy alany time the fjnancial position of the

entity; (iii) designing, irnplementing and maintaining internal controls relevant to the preparation and

fair presentation of the financial statements, and ensurirrg that they are free from material

misstdtements, whether due to error or fraud; (iv) safeguarding the assets ol'the entity; (v) selectirrg

and applying appropriate accounting policies; and (vi) making accountin! estimates that are

reasonable in the circrnnstatrces.

The Directors accept responsibility for the entity's financial statements, which have been prepared

using appropriate accounting policies supported by reasonable and prudent judgements and estimates,

in coilformity with International Financial Reporting Standards (IFRS), and in the manner required bv

the PFM Act,2012 and (the State Corporations Act).

The Directors are of the opinion that the entity's financial statements give a true and fair view of tlie

state of entity's tralrsactions during the financial year ended December 3 I st, 201 6, and of the entity's

financial position as at that date. 'l-he Directors further confirm the completeness of the accounting

reco(ds maintained fbr the entity, which have been relied upon in the preparation of the entity's

finadcial statements as weilas the adequacy of the systems of internal financial control.

Apphoval of the financial statements

'fhd,gankls financial statements were approved by the Board on 3lstN'larch 2A17 and signed ott its
be$lf by:

D IRECTO R HEAD OF FINANCE MANAC DIRECTOR
ICPAK M l5

SIGNATURE .

Jls'r'MARCH 2ol7
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REPORT OF'T'TIE AUDITOR GENIIRAL ON KENYA POS'[ OFFICE SAVINGS BANK
FOR'THE YEAR ENDT]D SIST' DT]CEMBT'R 20I6
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Income -ln
Expense

Net rest Income

Cominissions Income

Comnrissions Expense

and (--ommissions Income

ing Income

Exchange Income

Operating Income

Net

Em

perating Income

Expenses

loss on loans and advances

Expenses

Expenses

Intangible Assets

for Bonds Trading Cost

Expenses

OF COMPREHENSIVE INCOME FOR THE YEAR ENDED 3IST DECEMBER 2OI6

Notes

2016
December

Kshs

672,598,189
-562,788,544

.10e.L09045

512,241,968
|20.00s.767

492,236,201

0qaqsd10

76,675.558

119,7 42,679

798,464,083

20,000,000

1,152,426,662

8,937,01 I

388,576,495

109,338,125

I 8,107,403

34,692,599

353,407,767

2.085.486.062

-1,287,021,979

0

2015
December

Kshs

726,117,981
-459,833,282

266.284,692

5 1 7,1 67,880
-34.964.814

482.203.066

748,487.765

85,95 1,687

98,604,039

933,043,491

25,000,000

1,156,081,790

3,404,896

406,963,242

112,794,295

21,508,191

86,402,632

i16.4q8,212

2,188,653,258

-1,255,609,767

0

I

I

14

l5

Fees

Fees

l6
17

Net

Net

l8
19 (a)

20

2t
22

23

36(b)

37

24

25

T Operating Costs

) before income tax

tax expense *

) for the Period 26 -1,287,021,979 -1,,255,609,767

Bank is exempted from paying corporate taxes as per the Income J'ax Act Cap 470 Fiist schedule

l.
Note

ordinary Income le (b)
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STATEMENT OF FINANCIAI, POSITION AS AT 31ST DECEMBER 20T6

Notes

,

ASSETS
Cash

Funds on Call and Short Notice
Investment in Treasury Bills and Bonds
Investment Property
Stocks

Other Investments
Accounts Receivables

Prepayments & Other Assets

Property and Equipment
Intangible Assets
Total Assets

LIABILITIES

Customer Savings arrd Deposits
Accounts Payables & Accruals
CoK Pension Reserve Fund
Total Liabilities

28

29

30

3l
32

33

34

35

36(b)

37

2016

Kshs

57 1,7 62.339
33,609,1 l7

4,849,950,219

896,790,225

16,799,964

3,692,401
2,873,129,934

2,621,365:249

1,787,523,67',|

84- 772.604
13,739,293,629

2015

Kshs
662,922,539

32,466,482
4,205,931,262

896,790,225

17,346,696

3,959,501

2,j49,660,994
2,497,092,094

1,847 ,334.222

Ll.699.607
12,555,193,51I

38
39
40

4t
lt

17,944,664,953
2,790,192,191

183.942.031
20,909,399,065

15,989,249,677
2,295,599,054

204.348.685
18,479,197,416

Change in Fair Value for Bonds AFS 30

Revenue Reserves
Total Shareholders' Equity
Total Liabilities & Shareholders'
Equlty -

I:t

l'2,907,037
'2,388,250,796

21,C99,029

-9.599.35t.297
-7,171,095,436

30,570,479
2,388,250,796

0

-8.3 r 5.1 80
-5,923,993,905

13,738,293,629 t2,555,193,511

The Financial statements on pages 29 tu 33 were approved hy the Directors on 3lst March. 20l:. as a
draft and signed on its behalf by:

DIRECTOII

3IS'I'MARCld2OIT

;
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STATEM oF CHANGES tN EQUITY FOR THE YEAR ENDED 3ls't DECEMBER 2016

Capital Grants

Kshs

Revaluation
Reserves

Kshs

Change in
Fair value

Kshs

Revenue lleserves

Kshs

TOTAIS

Kshs

2,245,140

(i) A of Kshl7,624,542 received from Visa International in year 2013 and Ksh38,900 for
was made during the year upon utilisation in FY 2016

(ii) Pri year adjubtment of Ksh.9,889,533 relates to receipts from ailing Institutions -T rust Banl< during
the

(iii) year adjustment of Kshs.[,293,876 relates payment of audit fees to KENAO for period 2014
whic was under budgeted.

iv). year adjustment of Ksh. i,086,209 relates to correction of overstated commission in year 2012.

v). year adjustment of Ksh.20,803,996 relates to correction of over accrued expenses in year 2014.

At lst January 20 :) 30,8 lJ,lJ9 2,388,250,796 -7,089,45 l,l 53 -4,670,381,218

Prolit/(Loss) for the year -1,255,609,167 -t.255,609,767

Additions during the year -242,660-242.660

Prior year rdjus ment 2,245,740

,{t 3lst Decembr r 2015 (Note ii) J0,570,479 2,J88,250,796 -8.J.12"81s.180 -5.923.993.905

At lst January 30,570,419 2,388,250,796 -8,342,8 1 5,1 80 -5,923,993,905

Profit/(Loss) fc 'the vear -1,281,021,919 -1,281,02t,919

Additions duri rg the year -AFS 27,098,028 27,098.028

Trrnsfer of gr
t,ear (Note i) r

rnt utilised during the
-17,663,442 -17,663,442

Prior veer ed rstment (Note ii 9,889,5J3

Prior yeer edj ustment (No(c iii) -1,293,876

9,889,5J3

-1,293,876

Prior yerr e( ustment (Note iv) I,086.209 l,086,209

Prior yerr ed ustment (Note v) 20,803,996 20,80J,996

At 3l!t Decer ber 2016 12.947.037 2.388.250.796 27.098.028 -9.s99.3sr.?rz -7,l7 l .095.436

t
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REPUBLIC OF KENYA

P.O. Box 30084-00100

NAIROBI

R

OFFICB OF THE AUDITOR-GENERAL

OF THE AUDITOR.GENERAL ON KENYA POST OFFICE SAVINGS BANK
FOR E YEAR ENDED 31 DECEMBER 2016

ON THE FINANCIAL STATEMENTS

Opinion

audited the accompanying financial statements of Kenya Post Office Savings Bank
set on pages 32 to 66, which comprise the statement of financial position as at 31

2016, and the statement of comprehensive income, statement of changes in
, statement of cash flows and statement of comparison of budget and actual

for the year then ended, and a summary of significant accounting policies and
explanatory information in accordance with the provisions of Article 229 of lhe

ion of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained all the
ion and explanations which, to the best of my knowledge and belief, were

ary for the purpose of the audit

ln opinion, except for the effects of the matter described in the Basis for Qualified
ion section of my report, the financial statements present fairly, in all material

the financial position of Kenya post office savings bank as at 31 December
20 and of its financial performance and its cash flows for the year then ended, in

rdance with lnternational Financial Reporting Standards and comply with Kenya post
savings bank Act 4938 of the law(s) of Kenya

ln , as required by Article 229(6) of the Constitution, based on the procedures
rmed, I confirm that, except for the matters described in the Qualified Opinion and

Matter sections of my report, nothing has come to my attention to cause me to
ieve that public money has not been applied lawfully and in an effective way

is for Qualified Opinion

Going Concern

noted similarly in the previous year, the bank reported a loss of Ksh.1 ,287,021,979

hs
2015 loss Kshs.1 ,255,609,767) and an increase in revenue reserve deficit to

,9,599,351 ,297 (year 2015 Kshs.8,342,815,180). The bank also reported a negative
shareholders'equity of Kshs.7,171,095,436 as of 31 December 2016 (year 2015
5,923,993,905). ln view of the above circumstances, the bank's ability to continue

perating on a going concern basis and deliver on its mandate both in the short and long
run is dependent on the support of the depositors and the Government.

2.0 Cash and Bank

The cash and bank balances of Kshs.S71,762,339 reflected in the statement of financial
position as at 31 December 2016 and as disclosed in Note 28 includes cash on hand of
Kshs.331,554,969 (year 2015 Kshs.370,456,515). As reported in the previous year, the

Rcytrl of lhe Auditor-Generul tnt thc Finunc'iul Stutement.s of'Kcnyu Post Of/ic'e.Savrn.gs Bunk lU lhe veur cnded
3 I Decembcr 20 l 6

I

S

Prcmoting Accountability in the Public Sector

/

Telephone: *r*rrlOrtn
Fax: +254-20-31 l48H
E-mai I : oag@oagkctfa.go.ke
Website : wwwlenafl .Co.ke



cash count certificates were availed to support the Kshs.370,456,515 but on review the
certificate availed supported Kshs.375,465,302 leaving an unexplained difference of
Kshs.5,008,787. In the circumstances, the correctness of the comparative figure for cash
and bank balance of Kshs.662,922,538 cannot be confirmed.

3.0 Account Receivables and Prepayments

The statement of financial position reflects accounts receivable and prepayment net
balance of kshs.2,873,129,934 as at 31 December 2016 and as disclosed in Note 34 after
a provisions of doubtful debt of kshs.664,623,725.The basis of the provision of
Kshs.662,922,538 has not been provided for review.

3.1 Long Outstanding Balances

The Accounts Receivables includes long outstanding balances totaling
Kshs.1,910,859,696 which is made of excess deposits - Kshs.780,399,108, GOK pension
(KP & TC) - Kshs.405,231,629, prepaid GOK pension (payroll) - Kshs.456,675,801 and
GOK pension cheques receivable Kshs.268,553,158 owed over the years by Postal
Corporation of Kenya and the defunct Kenya Posts and Telecommunications
Corporations. The accounts receivables and prepayments balances also includes loan
advances to two former directors totaling Kshs.3,327,044 that has similarly been
outstanding over the years. lt has not been possible therefore to ascertain the
recoverability of these long outstanding balances and directors' loans of
Kshs. 1,9 1 0, 859,696 and Kshs. 3,327,044 respectively.

3.2 Trade Debtors

The statement of financial position reflect accounts receivables of
Kshs.2,873,129,934 which includes trade debtors' of Kshs.219,927,482 as at 31
December 2016. As reported in the year 2014 and 2015, the opening balance of
Kshs.172,623,647 was taken into consideration in arriving at the 2015 closing account of
Kshs.138,481,371. The closing balance of trade debtors Kshs.172,623,647 as at 31
December 2014 has not yet been reconciled to the 2014 debtors' schedules which
reflected a balance of Kshs.213,'134,700 , thus resulted to a difference of
Kshs.40,511,053 which has remained unexplained by 31 December 2016.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSA|s). I am independent of Kenya Post Office Savings Bank in accordance
with ISSAI 30 on Code of Ethics. I have fulfilled other ethical responsibilities in
accordance with the ISSAI and in accordance with other ethical requirements applicable
to performing audits of financial statements in Kenya. I believe that the audit evidence I

have obtained is sufficient and appropriate to provide basis for my qualified opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements of the current year. These matters
were addressed in the context of the audit of the financial statements as a whole, and in
forming my opinion thereon, and I do not provide a separate opinion on these matters.
For each matter below, a description of how the audit addressed the matter is provided in
that context.

Reporl o/.t he Auditot-Genentl on lhe Finunc'iul Stulcnre nt.s ol Kenyq Post Of/ic'c ,Vuing.s Bunk lbr I he yeur cnded
3 I Dec'emher 20l6
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a

How the audit
dressed the key

udit matter

Key Au Matter

I on Techno! S ms and Gontrols of Financial Re rti

nteg
nder

he

ot

assessed and tested
financial reports
erated from these

where various
fferences in the reports

observed. Within
scope of our audit
performed reliance
key controls and

bstantive procedures
assess the reliance

on completeness
nd accuracy of system

nerated information

operates two lT systems one core banking system
cial reporting system. These systems are again
with many other banking related financial

There is a risk that the controls around the
on of these systems may not operate effectively
ote 38 to the financial statements reflects customer
and deposits balance of Kshs.17,944,644,853 while
banking system (CBS) reflects a balance of

7,927,788,031. The difference of Kshs.6,856,822 has
explained or reconciled and therefore the accuracy

customers' savings and deposits account balance
not be confirmed.
statement of Comprehensive lncome for the year then
, is lnterest expense amounting to
562,788,544.The Core banking system has
554,235,080 thus differing by Kshs.8,553,464

the inherent nature of the banking operations and the
, this was considered a audit matter

Matter

1

Year lssues

Misstatement of Customers' Savings and Deposits

statement of financial position reflects customers' savings and deposits balance of
s.17,944,664,853 as at 31 December 2016. As reported in the year 2014 the opening

ce of Kshs.17,503,279,455 on customers savings and deposits was not reconciled
the ledger balance as at 31 December 2014. Also in the year 2014, the customers
ngs and deposits balance of Kshs.17,503,279,455 differed with the core banking

(CBS) balance of Kshs.17,515,289,299 by Kshs.12,009,845 as at 31 December
14. The difference of Kshs.12,009,845 remained unexplained as at 31 December 2015

.0

2016.

G.O.K. Pension Reserve Fund

statement of financial position and as disclosed in note 40 reflects GOK Pension
Fund balance of Kshs.183,942,O31 (2015 Kshs.204,348,685). The balance is

ade up of inactive accounts, accounts for deceased cases, Books on hand (BOH) and
suspected fraud cases over the years which should be remitted back to The National
Treasury upon confirmation. The amount of Kshs.183,942,031 has not been remitted
back to exchequer at The National Treasury. No explanation has been provided as to why
the corporation has not remitted the balance of kshs.183,942,031 to the Exchequer.

Report ol'the Audittst'-Gencrul on thc Finuncial Stulemcnl.s tl Kenyu Po.st Ol/ic'e Savings Bunk/ir the veur endecl

3 I Dec'ember 2016
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3.0 lnterest Expense

The statement of comprehensive income and as disclosure in Note 15 reflect interest
expense of Kshs.562,788,544. As reported in the year 2014 the interest expense of
Kshs.1,086,132,043 excluded CBS interest from Money Market of Kshs.656,264,332 and
the manual interest adjustments of Kshs.31,897,660.50. The corporation has so far
demonstrated that the money market interest of Kshs.656,264,332 and manual interest
adjustment of Kshs.28,760,305 was included and figures have been supported and
reviewed leaving only a balance Kshs.3,137,356 as unexplained difference. However the
comparative value for the year 2015 of Kshs.459,833,282 has not been restated, further
the unexplained difference of Kshs.3,137,356 has not been explained/clarified thus the
correctness of the comparative value of Kshs.459,833,282 could not be ascertained.

Responsibility of Management and Those charged with Governance for the
Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with international Financial Reporting Standards and for such
internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or
error.

ln preparing the financial statements, management is responsible for assessing the
Bank's ability to continue as a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting unless the management
either intends to liquidate the Bank or to cease operations, or have no realistic alternative
but to do so.

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

Those charged with governance are responsible for overseeing the Bank's financial
reporting process.

Auditor-General's Responsibilities for the Audit of the Financial Statements

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229 (7) of the Constitution of Kenya. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with lSSAls will
always detect a material misstatement and weakness when it exists. Misstatements can
arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.

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

Report ol thc Autlilot-Gencrul on thc Finunciul Stutcmenls ol Kcnvu Po.st Of/ic'e.Salings Bunk lbr thc y'cur andad
3 I Dcccmher )0 l 6
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a

a C

and assess the risks of material misstatement of the financial statements,
r due to fraud or error, design and perform audit procedures responsive to

th risks, and obtain audit evidence that is sufficient and appropriate to provide a
for my opinion. The risk of not detecting a material misstatement resulting from
is higher than for one resulting from error, as fraud may involve collusion,

ry, intentional omissions, misrepresentations, or the override of internal control.

n an understanding of internal control relevant to the audit in order to design
au procedures that are appropriate in the circumstances, and for the purpose of

an assurance on the effectiveness of the Bank's internal control.

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

ude on the appropriateness of the management's use of the going concern basis

a

accounting and based on the audit evidence obtained, whether a material
u rtainty exists related to events or conditions that may cast significant doubt on

k's ability to continue as a going concern. lf I conclude that a material uncertainty
sts, I am required to draw attention in the auditor's report to the related disclosures
the financial statements or, if such disclosures are inadequate, to modify my
inion. My conclusions are based on the audit evidence obtained up to the date of

audit report. However, future events or conditions may cause Bank to cease to
nue as a gorng concern

a valuate the overall presentation, structure and content of the financial statements,
ncluding the disclosures, and whether the financial statements represent the
nderlying transactions and events in a manner that achieves fair presentation

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the bank to express an opinion on the financial statements.

Perform such other procedures as I consider necessary in the circumstances

municate with the management regarding, among other matters, the planned scope
timing of the audit and significant audit findings, including any significant deficiencies

internal control that are identified during the audit.

also provide management with a statement that I have complied with relevant ethical
uirements regarding independence, and to communicate with them all relationships

nd other matters that may reasonably be thought to bear on my independence, and
re applicable, related safeguards

FCPA Edward R. O. Ouko, CBS
AUDITOR.GENERAL

03 July 2018

Report o/'the Auclitor-General on the Financ'ial Stutements rf'Kenya Po.st O//ice Savings Bank /br the year entlecl

3 I December 20l6

robNa

5

a



STA NT OF CASH FLOWS FOR THE YEAR ENDED 3IST DECEMBER 2016

C FLOWS FROUI OPERATING ACTIVITIBS 2016

Kshs

-1,287 ,021,979

2015

Kshs
-1,255,609,767s) for the year

Adj for:-
iation

lncome

lncome

(Loss) on Disposal of Property and Equipment

)/Decrease in stocks

ecrease) in Accounts Payablcs & Accruals

) Customer Savings and deposits

Decrease) GoK Pension Reserve fund account

N cash flows from operating activities
C SH FLOWS T'ROM INVESTING ACTIVITIES

of Property and Equipment
s from sale ofassets

(Loss) on Disposal of Property and Equipment
ange irr fair Value for Bonds AFS

ilrconte

Income

cash flows from investing activities

FLOWS FROM FINANCING ACTIVI'IIES
from WSBI

et cash flows from financing activities

et increase in cash and cash equivalents
and cash equivalents at the beginning of the year
and cash equivalent at the end of the year (Note 42)

572,794,415 -3,07 5,143,7 42

-110,707,980 -75,034,293

127,445,528
-81,136,604

-242,769
267,100

30,485,862

t34,302,486
-67,378,284

-50,801

222,320
-824,000

2,245,740

A iation/Dirninution in value of quoted investments

year adjustments

ng profit/(loss) before wbrking capital changeS -L,210,202,861 -1,187,092,306

)/ Decrease in Accounts Receivables &
-647,752,204

547.832
495,193,125

1,955,415,177

-20,406,654

154,009,634

1,566,569
-227,996,139

-1,514,029,778

-301,701,722

242,768
27,098,028
8i,136,604

0

-222,320

0
67,378,284

50,901

-2,230,580 -7,927,529

-17 ,663,442 -242,660

-17,663,442 -242,660

552.900,393

4,901,320,292

5,454,220,675

-3,083,213,930

7,984,534,212

4,901,320,292

notes set out on pages 34 to 66 form an integral part of these finar,cial statements.
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STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AS AT 31ST DECEMBER
2016

lnterest income

lnterest expense

Net interest income

Fees and commissions income
Fees and commissions expense

Net fees and commissions income

Net trading income

Foreign exchange income
Other operating income

Operating income

lmpairement loss on loans and
advances
Employee expenses
Board expenses
Operating expenses
Depreciation expenses
Amortisation cost- lntangible Assets
Amortisation cost- Treasury bonds.
Other expenses

Total Operating Costs

Profit before income tax

lncome tax expense
Profit for the period

Special Projects

lncome from Special Projects
Expenses for Special Project

, Total lncome from Special Projects

Profit for the period lncluding
Special projects

492,236,201 835,563,150 343,326,948

602,045,846 881,691,127 279,645,280

ACTUAL
TOTAL

Shs

672,598,1 89

562,788,544

109,809,645

512,241,968
-20,005,766

76,675,558
119,742,679

BUDGET
TOTAL

Shs

696,127,977

-650,000,000

46,',127,977

882,174,517
-46,61 1,367

71,730,000
158,443,265

20,000,000
1,342,940,758

8,478,000
455,855,437
134,164,377

40,555,451
89,782,404

399,997,872

2,148,911,872
865,866,667

1,283,045,205

VARIANCE
TOTAL

Shs

VARIANCE
TOTAL
otto

23,529,788

-87,211,456

(53,681,568)

369,932,549
-26,605,601

(4,e45,558)
38,700,587

0
190,514,096

(45e,01 1)

67,278,942
24,826,252
22,448,O48
55,089,805
46,590,105

2,148,911,872
865,866,667

1,283,O45,205

3

13

(1.38)

41

32

(7)

24

28

0
14

(5)
15

19

55
61

12

16

7

42
57

798,464,083 1,111,864,392 313,400,309

2,095,486,062 2,491,774,300 406,288,238

(1,287,021,9791 (1,379,909,908) (92,887,929)

(1,287,021,97e) (1,379,909,908) (92,887,929) 7

0

0

0

100
100
100

(1,287 ,021,9791 (96,864,703) 1,190,157 ,276 (12.2!
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20,000,000
1,152,426,662'

8,937,011
388,576,495
109,338,125

18,107,403
34,692,599

353,407,767



NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 3151'DECEMBER
2016

The main budget variance is due to lack of implementation of the Special Projects as seen above on
Statement of Comparison of Budget and Actual As At 3lst December 2016. The National Treasury
which is the key mandated body that approvals the special projects were still in the process of reviewing
the projects during the year.

There was an overall savings on expenditure of Kshs 122.837 million l6% between actual and budget
on direct expenses mainly attributed by Interest on Customer Deposits. However, this was as a result of
non-achievement of targeted deposits.

Theactualcostonstaffwasl(shs 1,167.587 millionagainstthebudgetof Kshs l,359.l45million
lrence a saving of Kshs l9l .557 million (14%).

Additional notes are set out on pages 34 to 67 form an integral part of these financial statements

1. BASIS OF PREPARATION

a) Statement of compliance
The flnancial statemenl.s have been prepared in accordanc:e with lnternational Financial
Reporting Standards (lFRSs) and Intemational Accounting Standards (lAS). The financial
statements were authorised for issue by the Board of Directors on 3lst March, 2017.
The financial statemertts comprise of statement of comprehensive income, statement of
financial position, statement of changes in reserves, statement of cash flows, and notes.

b) Basis of measurement
The financial statements have been prepared in compliance with lnternational Financial
Reporting Standards (IFRS) based on the historical cost convention. The bank has not
revalued any prope(y.

c) Functional and presentation currency
These financial statements are presented in Kenya shillings (Kshs), which is the company's
functional currency.

Items included in the financial statements are measured using the currency of primary
economic environment in which the entity operates i.e. Kenya shillings.

d) Use of estimates and judgements
The preparation of finartcial statements requires management to make judgements, estimates
and assumptions that affect the application of-accor.urting policies and the reported amounts
of assets, liabilities, incomes and expenses.
The estirnates and assumptions are reviewed on an ongoing basis. Revision to estimates are

, recognizedprospectjvely:

i) Assumptions and estimation of uncertainties

Going concern
The Bank operates with the intention of being in business in the next l2 months and in
the foreseeable future. The management runs the day to day activities by ensuring that
assets are realized and liabilities honoured in the normal course of business. However,
the Bank's future perfonnance is dependent on restructuring and government support in
defrayingtheincurredlossesfromtheyear2012to2016amountingtoKshs.

KENYA POST OFFICE SAVINGS BANK ANNUAL REPORT & FINANCIAL STATEMENTS 2016
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(9,599,351,297) in accordance with KPOSB Act cap 4938 section lj (l).

Note 20- Impairment loss on deposits, loans and advances

Note l3- Recognitions and measurement of contingencies: Key assumption about the

likelihood and magnitude of an outflow of resources

ii) Criticaljudgement in applying the entity's accounting policies
Estimates and judgements are continually evaluated and are based on historical
experience and other factors, including experience of future events that are believed to
be reasonable under the circumstances.

In accessing the need for collective loss allowances, management considers factors
such as:

r Credit qualitv
o Portfolio size
o Conr:entrations
o Ilconom ic factors

Note 5- Depreciation of equipment and intangible assets. The Bank reviews the useful
tife of its property and equipment arrd intangible assets at the end of'each financial
period

2. SIGNIFICANTACCOIJNTINGPOLICIES

'Ihe principalaccounting policies adopted in the preparation of these financial statements have

been applied consistently over the years.

Revenue Recognition
Income is recognised on an accrual basis

(i) Interest

Interest income and expense are recognised in the statentent of comprehensive income using
the effective interest method. The effective interest rate is the rate that exactly discounts the

estimated future cash payrnents and receipts through the expected life of thc financial asset or
liability (or, where appropriate, a shorter period) to the carrying amount of the financial asset

or liability. The effective interest rate is established on initial recognition of the financial asset

and liability and is nc't revised subsequently.

The calculation of the effective interest rate includes all f-ees paid or received, transaction costs,

and discounts or premiums that are an integral part of the effective interest rate. Transaction
costs are incremental costs that are directly attributable to the acquisition, issue or disposal of
a financial asset or liability.
Interest income and expense presented in the statement of comprehensive income include:
r interest on financial assets and liabilities at amortised cost on an effective interest rate basis;
o interest on available-for-sale investment securities on an effective interest basis; and

o Interest income and expense on all trading assets and liabilities are considered to be

incidental to the bank's trading operations and are presented together with all other changes

in the fair value of trading assets and liabilities in net trading income.
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(iil Fees qnd commission income
Fees and ctrmtrtission ittcotne and expense are recognised on an accrual basis rvhen the service
Itas been provicieil .Fees and conunission incoine that are irrtegral to the effective interest rate
on a l'inancialasset o: liatrility are included in the measurement of the effective interest rate.
Other fees and conrtnission inconre, including accorrnt serviciug fees, are recognised as the
relatetl scn,ices are perfirrmed.

fiiil Foreigncurran(J'transoctions
fransactiotts in foreign currencies during the year are convefted into Kenya Shillings at rates
ruling at the lransactton dates. Monetary assets and liabilities at the reporting ctate which are

. exfiressed in fore.ign currencies are translated ilto Ketrya Shillings at rates ruling at that date.
The resulting difibrences from conversicn and translation are de'alt with in the siatement of
cc-rn1p."1l",ruive irrcome in whictr they arise.

ItJtitt-tnonetary irems tlratare tneirsured irr terrns of historical cost in a foreign currenc),are
transltfed using tlre erchange rates as at the dates of the initiaitransactions if any. Non-
rnrltrctary itetrts trrea';urcd at tair t'alue irr a fcrreign currency are translated using the exchange
rates at the date r.l,hen the fair value was detenninecl if there is any.

(t,i) Employee benefits
The Bank operates a defined conlribution scheme whose funds are held in a separate trustee
administered and guarantecd scheme managed by an approved investment company. 'fhe
pension rtlan is ltrnded by contributiorrs f'rorn the ernployees and the Bank. The bank's
cr-rtttributions are chalged to profit or loss in the yearto which they relate.

vii) Nerv standards, amendments and interpretations effective and atlopted during the year.
Clari/ication of Acccptahle' Methods oJ'Depreciation and Amortisution (Amendments to
IAS 16 und IAS 3tl)
Ihe amendments to IAS 38 Intangible Assets introduce a ret'uttable presumption that the use
olrevenue-based amortisation methods fbr intangible assets is inappropriate.'fhe presumption
can be ()vercome onl3, v'5",', revenue and the consuinption of the economic benefits of the
inlarrgible asset are highly correlated', or whenthe intangible asset is expressed as a measure
of revenue. The amendrleuts apply prospectively for annual periods beginning on or after I
January 2016. l'he adoptiorr of ihese changes did not have a significant impact on the financial
statements of the Bank.

Disclosure lniliutive (Amendments to I.4S l)
'J'he anten<Jrnents prorrtde additiorral guidance on the application of materiality and
aggregation when preparing firrancial statements. 'fhe amendment applies for annual periods
beginnrng on or afler I January 2016 and early application is permitted. The adoption of these
oltanges dttes have a significant irnpact on the financial staternents of the Bank.

Dts'closure Initiative (Amendments to L4S 7)
'I'he amendtnents in Disclosure lnitiative (Arnendments to IAS 7) come with the objective that
enlities shall provide disclosures that enable users of financial statements to evaluate changes
in liabilities arising from flrrancing activities.

I'he IASB defines liabilities arising fi'om ijnancing activities as liabilities "for which cash
flows were, or fttlure cash flows'will be, classified in the statement of cash flows as cash tlows
ltom flnancing activities". It also stresses that the new disclosure requirements also relate to
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irchanges in finarrcial assets if they meet the sarne definition. The amendments state that one

lway to fulfil.the new disclosure requirement is to provide reconciliation between the opening
i and closing balances in the statement of financial position for liabilities arisirrg from financing

I activities.
I Finally, the amendrnents sta.te that changes in liahilities arising from financing activities must
, be disclosed separately' from changes in other assets and liabilities. The amendments are

] effective for annual periods beginning on or after I January, 2017, with early application
I permitted. Since the amendments are being issued less than one year befbre the effective date,

entities need not provide comparative information when they frrst appiy the amendments.

1 The Bank is assessing the potential impact on the financial statements resulting from the

application of tr,/rS 7.

IITRS 9: F'tnancial Instruments (20I4)
On24 Ju15, 2014 ihe IASB issued the final IFRS 9 Financial Itrstnti-iis'nts Standard, which

' :"cplaces earlielrersiort: of Iz\S 9.

This standard introduces changes in the measurernent bases of the financial assets to amortised
<:ost, fair value througil .rther comprehensive incorne or t'air value through prof it ol loss. Even

though these m,:a:urcnrent categories are similar to IAS 39, the criteria fbr classification into

these catcgories are significantly different.
In addition, the IFRS 9 impairment model has been changed from an "incurred loss" model
from iAS 39 to an "erper;ted credit loss" model.

The standard is effcctive for annual period beginnrng on or after I January 2018 with
retrospective ap;-rlic21i6n, carly adoption permitted. The Bank is assessittg the potential impact

on lhe financial slatemenfs resulting from the application of IFRS 9.

IFRS 16: Leases
On l3 January 2016 the IASB issued IFRS l6 Leases, cornpleting the IASB's project to

improvethefinancial reportingof leases. IFRS l6replacesthepreviousleasesstandard, IAS
l7 Leases, and related interpretations.

IFRS l6 sets outthe principles forthe recognition, measurelnent., presentation and disclosure
of ieases for buth par-ties to a contract, i.e. the customer ('lessee') and the supplier ('lessor').
The standard defiltes a- lcase as a contract that conveys to the customer ('lessee') the rig,ht to

use an asset for a period of time in exchange for consideration.

A company assesses rvhether a contract contains a lease on the basis of rryhether the customer

has the right to control the use of an identified asset for a peric,d ol' time.'fhe standard

etiminates the classitication of leases as either operating leases or fina,tce leases for a lessee

and introduces a single lessee accounting model. All leases are treated in a similar way to
finance leases. Applying that model significantlv affects the accounting and presentation of
leases and consequently, the lessee is retluired to recognise: .

a) Assets and liabilities for all leases with a term of more lhan 12 months, unless the

underlying asset is of low value. A company recognises the present value of the unavoidable

lease payments and shows them either as lease assets (right-of-use assets).or together with
property, plant and equipment. If' lease payments are made over tinte, a company also

recognises a financial liability representing its obligation to make future lease payments.

b) Depreciation of lease assets and interest on lease liabilitres in profit or loss over the lease

term;

KENYA POST OFFICE SAVINGS BANI( ANNUAL REPORT & FINANCIAL STATEIvIUNI'S 201r)

I
Paye'37



NOTES 't(} '[IIT] FINAN(T[AI, S1].{'I'N]\{}.II{{ II$ f:{)i{'TH.F: VF]AR ENDED 3ISI'DECEMBER
2016

c) Separatc lhe tr:tal iinti.)r!i.,t r.ri ca.sh palrJ ;rrr.o.1 1.,,i1.i6ipirI po:.tion (presented rvithin financing
aclivitiesi anrl intete:;t (ly;ricalh,'prcsenreri rvithirr either cpelr,ting crr iinancing activities) in
tlte slatcltii-nl of, ,;:sli lio'', 1..

IFRS l5 substarrtiaily, ;;niti.'; lotrvat'rJ llte icssci accoriliting requirements in IAS ii .

Accordingly, a l.;ssor cr)trlinrti:s to .-'lassiiy, i1s lr:ascs rrs r,rperaling leases or finance leases, an.J
to acctttrnt forthost il&r) typcs rlf lc.r:t:sc'. d!ili:r:rrtly. I'iriwever, crimpared to IAS 17, IFRS l6

' requil'es a lt:ssor to tllscfost'rdriiriurtal ilriLlnrairoir ;ri-,r,ut h,rw il marrages the risks related tri
its resridrral inlercsl in ass,sts srririr:,.:t to Iear;r:s.
'I'hr: standard tlues !.l,lt 11:.-ll,irc i c{il.nl)arr} lrr rcr:oqr:ise a:,sets anci lial.,ilities for
1a) Shorl-term ieases (r e. leases of l2 month; or iessl aurJ;
(!r) !-:urcs rit lo,r,-valrrc it;SCrfr

T'he treu, Stanl:iard is ui'ii,.'iiv * firr e rli. ua I pcr io C:: heg irrri ing sir or after I January, 201 9. Earl_t,
applic:aticn is pernlitte-rl ilrso[)l ,:r:. thc r(rerith/ is-;rrecl reverrt,d i:tanCard. IFRS i5 Revenue
fl.om Corrtrar:ts .arith Crrsr.orrrcr:: r:; aiso appIir:d.' 'I'hc adoi;l.iott oltlilse c:ltatrges ivill aift:cs (lre r.rlr,-,unls anil dircirrsures {)f the Bank's flnanciltl
stalelncrts:. l-ire llank is at;s.;i:ir,6', lhe p,'ir::rti:rl rmDact irn rii: ftnanq:iai staternr:nts resulting
linm thg aliplr':;atirln cf li Rll lt:.

viii) Butlgct Ai:colrnting Prtit';.
-t-he bank ttses i1r:rt,-b.ised L:u'lgctrng (ZllE) All exirenirps rlr1lSt be -iustified for each neu,
period.'fhe budgetini: stsrts li'oni a "ite,rr) basrl." anci everv function rvithin an organization is
anall'scd for its lteeds and r:osts. Bud€Iets are tlien brrilt arournd v,'hat is needed for the
trlrcurflirrg pcriod. lltis alliiu:r li,n..levcl stlategic i:.c,als tc be inrplenrerrted into the budgetipg
pl'o(:ess try tyilrg tttqln tL specif i:'ftrr.ctioira! z,i':al;,.1f the organiz,4tion, where costs can be first
grortprs{ anrj tltcn nrrl,Asult:i! al\:trl:rt llr'}viorrs rcsriits auri oun'enL crpectations. At the errtl g{'
ever\/ Inollth act'.ral and tr'-r,i.lgcttrC itnt.<.runt is r,:rirrirarr;(i rc rbta;n variances. f'he presentatittn
r.rf budgcl iuttrnnatritn iit i.'inrincial Slaterrienlli is riolre as !.lor International puhlic []ec1or
Accounting Stairiard ilPS,A.S) 24

J. I.'IN ANCIA[- ASSf]'l'S ;\Nti t,lAttlI-II-IES

a) Recognition
J he llank initiaily rc(;r)gl:isLrs loans ilrrd advances, clcposils lrrrci tiebl sec,trrities on the date at which
thev arc originated.

Furchs.ses artrJ sir les r,f linancial asscls are recoguiscd on the trade date at which the Bank cornrrrils
t'-r i,urr: ltasc oi Se!l tltr:j iiSSet.

A r'itiatt,-:ia-l asr.ret,rtr liebilill, is initrriliy inl:asurerj at firir valrie plus (firr an itern not subsequentlv
tnt:asr.tretl at fair tiaiue !lrrrrt.tgh prol'rt cr loss; transaction cor;ts ihat al'e directly attributable to its
acCirisrlion rir isstr::

b.l ClassiJicutiorr
T'lre Barri. classifies its finanr:ial assets in the follcwinl-r cutegorics: financial assets at fair value
througlr prolit or loss, loalrs aiici leceivuhles. lrr'ld-t,:-niaturity inr,'estments; zrnd available-for-sale
firrancial asriets. IUanagernertt dc1r.:rrnrnes the classilicaliou o{'its investnlents at initial recognitiolr.

i) P'inuncial r.1',l-.1/s at flrir valui, lhruugh prufit ur loss
l'fi,;1:6fegor'5, itas irr''rt suh..car-cl.l,orirrs: fina,tcial a:r!rcts held frrr trading, and those designaterl
at fair v:iitte tltroul;h prolir or ioss ilt ince;rtion. r\ {irrancial asset is classified in this category
if acqtttred princi;rally lol the purl)ose crl'r;e llin;; iir the short tenn or rf so designated b1,
management.
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NOTES TO THE FINANCIAL STA'I'EMENTS FOR THE YEAR ENDED 3IST DECEMBER
20t6

Loans ond receivables :

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. They arise when the Bank provides money

directly to a debtor with no intention of trading the receivable. These include advances to staff,
lVisa credit to customers and placements with other banks. Loans are initially measured at fair

lvalue plus incremental direct transaction costs, artd subsequently measured at their amortised

]cost using the effective interest method.

iir) Held-to-maturity
Held-to-maturiqt inygstments are non-derivative financial assets with fixed or determinable
payments and fixed maturities that the Bank's management has the positive intention and

uUility to hold to matrrrity. Were the Bank to sell other than an insignificant amount of heid-

to-rnaturity assets, the entire category would be tainted atrd reclassified as available for sale.

These include Treasury Bills,'Ireasury Bonds and Covernrnent Stock

it) Available-for-sole
Available.for-sale invcstments are those intended to be held for an indefinite period of time,

which nray be sold in response to needs for liquidity or changes in interest rates or excltange

i rates. Purchases and saies of financial assets at fair valtte through profit or loss, held to
r maturity and available for sale are recognised on trade-date, the date on which.the Bank
I commits to purchase or sell the asset. Loans are recognised when cash is advanced to the

i borrowers. Financial assets are initially recognised at fair value plus trdnsaction costs for all

i financial assets not carried at fair value through profit or loss. Financial assets are

,i derecognised when the rights to receive cash flows from the financialassets have expired or

I where the Bank has transferred substantially all risks and rewards of ownership.

I. Available-for-sale financial assets and financial assets are carried at fair value through profit
I or loss. I-oans and rec,-,ivables and held-to-rnaturity investments are carried at amortised cost
I using the eff'ective interest method.

Gains and losses arising from changes in the fair value of the financial assets category are

included in the statement of conrprehensive income in the year in which they arise. Gains and

losses arisirrg from changes in the fair value of available-for-sale financial assets are

recognised directly in equity, until the financial asset is derecognised or impaired at which
time the cumulative gain or lc,ss previously recognised irr equity should be recognised in

profit or loss. Flou,ever, interest calculated using the effective interest method is recognised

in the statement of comprehensive income.

As per IAS 39, financial instruments are supposed to bc classifred as }leld-to-maturity and

Available- for-sale. .-{owever, the Bank has classified all its financial iltstruments as Held-to-
maturity since the tsank has no intention of sellirrg the instruntents.

(v) Identification und measuren ent of impairment oJfinancial assets

At each statement of'firrancial position date, the Bank assesses whether there is objective

evidence that financial assets not carried a1 fair value through profit or loss are impaired.

Financial assets are irrrpaired when objective evidence demonstrates that a loss event has

occurred after the initial recognition of the asset, and that the loss event has an impact on the

future cash flows on the asset than can be estimated reliably.
r The Bank considers evidence of impairment at both a specific asset and collective level. All

ii)
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individually' significant finartcial assets are assessed for specific impairment. All significant
assets found not to be specifically impaired are then collectively assessed for any impairment
that has been ittcurred but not yet identified. ,\ssets that are not individually significant are
then collectively assessed for impainne nt by grouping together financial assets (carried at
amortised cost) with similar risk characteristics.
Objective evidence that linancial assets (including equity securities) are impaired can include
default or delinquency by a borrower, restructuring of a loan or advance by the Bank on terrrrs
that the Bank rvttuld othr:twise not consider, indications that a borrower or issuer will enter
bankruptcy, the disappearancc of an active market for a security, or other observable data
relating to a group of assets such as aciverse changes in the payment status of borrowers or
issuers in the group. or econolllic cr:nditions that correlate with defaults in the group.

In assessing coilecli,ve irnpairrrtent, the Bank uses statistical modelling of hislorical trends of
the probability of default, tirning of recoveries and the amount of loss incurred, adjusted fbr
managemqnt's judgement as to whether currcnt econonric and credit conditions are such that
thc actual k-rsses are liliel5' to be greater or less than suggested by historical modelling. Default
rate, loss rates anil the cxpected lilning of lu1urc. recLrveries are regularly benchmarked against
actual olttcomes to entrur€ fhat they rernain approgrriate.

Impairment iosses o:t ttssets carried at amortised cost are lneasured as the difference between
the carrying amount of the financial assets and the present value of estimated cash flows
discounted at the a""sets' original effective interest rate. Losses are recognised in the statement
of cornprehensive incotne anc reflected in an allc,wance account against loans and advances.
Iuterest on the ilnpaired asset continues to be recognised through the unwinding of the
discount. When a sutr:equent evenl causes the anrount of irnpairment loss to decrease, the
impairment loss is reversed througlh tire statemcnt of comprehensive income.

Impairment losses on available-for-sale investlnent securities are recognised by transferring
the difference betu,eett the anrortised acquisition cost and current fair value out of equity to the
statentettt of contplehertsivc inconte. When a subsetluent event causes the anrount of
impairment loss on an available-for-sale debt security to decrease, the impairment loss is
reversed through the slatcnient r-rf cc,mprehensive income.
[Iowever, any sutrscquerrt recovery in the fair value o1'an impaired available-for-sale equity
security' is recognised directly in equity. Changes in impairrnent provisions attributable to time
value are reflected as a component of interest income.

(vi) I)erecogrtition
The Bank derecognises a Iinancial asset when the contractual rights to the cash flows fi.orn the
financial asset expirc, or ivhen it transi'ers the rip,hts to receive the r:ontractual cash flora,s 01
the fiuancialassel in il trarrsaction in which substantialll, all the risks and rewards of ownership
of the fittarrcial asset are tra-nsf'erred. I'he ilank rierecognises a financial liability when its
contractual obligaLions are discharged or cancelled or expire.
The [Jank etrters info transactir.ins whereby it rransfers assets recognised on its statement of
financial position, but rr:tains either all or substantially all of the risks and rewards of the
transferred assets or a portioil of tltem. If all or substantially all risks and rewards are retained,
then the transferred assets arc not derecognised fiom the statement of financial position.
'l'ransf'ers of assets with retention of all or substantially all risks and rewards include, for
example, securities lending and repurchase transactions.

vii) Impairment for non-financial assets
The carrying amounts of the Bank's non-financial assets are reviewed at each reporting date to
determine whetherthere is any'indication of irnpairment. lf any such indication exists, then the
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agsets' recoverable amount is estimated. An impairment loss is recognised if the carrying
a{nount of an asset or its cash-generating unit exceeds its recoverable amount. A cash-

gpnerating unit is the smallest identifiable asset group that generates cash flows that largely are

ipdependent from other assets antl groups.

I6pairment losses are recognised in the statement of comprehensive income. Impairment losses

recognised in respect of cash-generating units are allocated first to reduce the carrying amount

of any goodwill allocated to the units and then to reduce the carrying amount of the other assets

the unit (group of units) on a pro-rata basis.

RISK MANAGEMENT
(a) rinciples

k iace s various types of risks which arise from lts day to day operations hs a financial
itutiop. The Board of Directors and Managenrent therefore devote a significant portion of

time ts thc managemeltt of tlrese risks. The rnainstay of effective t'isk managernent is the

ation of sigrrilicant risks, the quantification of the Banks's risk exposure, actions to

imit risk and the constaut monitoring of risk

overarching aim .-,1'risk management is to ensure that all risks assumcd in the course of
Bank's business are recognized early on and rnitrgatcd by effective risk managetnent.

uccessful risk rnanagement is recognized as a pre-condition ftrr tlte sustained grorvth and

ccess of the Bank. Risk management and monitoring are implemented via the Bank's risk

and risk control process and the organization structure corrcsponds to prudent

OTES TO THE FINANCIAL STATEME,NTS FOR THE YEAR ENDED 3IS-t

ECEMBER 2016

sk Management Guidelrnes. In order to ensure corrtinuous improvement of risk lnanagement

all times the folktwing key risk principles have been adopted and are applied;

The Board of l)irectors assumes the ultimate responsibility for the level cf risks laken by

the Bank and is responsible to oversee the effective implernentation of the risk strategies.

The organizational risk structrrre and the functions. tasks and powers of ttre employees.

committees and departments involved in the risk processes are continuously being

reviewed to ensure ciarity of their roles and responsibilities.

Ri
at
a

Risk issues are taken into consideration in all business decisions. Measures are in place to

develop risk-based performance measures and this is being supplemented by setting risk

limits at the overall Bank and divisional levels, as well as by enforcing consistent operating

limits fbr individual business activities.

Risk management is increasingly being linked to management processes such as strategic

planning, annual budgeting and performance measurement.

Identifietl risks are reported in a transparent and timely manner and in full to the responsible

senior manegelnent.

Appropriate and effective controls exist for all processes entailing risks.

All these principles are enshrined in the Bank's risk management policy. i'he section below

provides the various risks faced by the Bank and describes the methods used by

management to control risk. The most important types of financial risks to which the Bank

is exposed are credit risk, liquidity risk and market risk mainly interest risk and operational

risk.

a

a

a

II
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(b) Credit risk
Cr,:dit risk is the curreltt or prospective risk to earnings and capital arising from an obligor's
failure to nieet the terms of any cr.rntract with the bank or il, an obligor otherwise fails to perforrn
as agreed.

(i) Management of cre dit risk
T'he Bank is sibject to credil risk tlirough its lending an<j investing activities. Considerable
l'esources, expertise attd contt'ols are devoted to managing it and comprehensive strategies,
policies and proocdures have been developed to effbctively inanage this risk. fhe Bank's
primary exposure to credit risk arises through its acivances to employee and Visa credit to
customers. C reclit risk ratings are assigned to customers 1o enable the bank to establish the risk
and enable credit decisions to be undertaken withirr acceprta'ole risk appetite

threshoid throlrglt rts i.redit policy. At the rnanagement level there, is a credit risk rJepartment
staffed with highlv skilied l.'srsr:nnel rvho ensure credit risk are identrr]ed and mitigated. Within
tltis Ceparlment there are debi ccllecting officers ',vho icllow up on bad loans.

1ii) tltrite-offltolicy
'l'he Balrk rvrites t,ff r. loan i secrrrit.y balanoe lanil any relateci aliowances for impairment
krsses) ttheit ltranagetnerrt dcterrnines that the advanc:cs / securities are uncollectible. This
dete-rmination is rcaclied after consideriltg infcrrmation such as the occurrence of significant
changes in the borro.ver financial position such that the borrower can no longer pay the
ohligation, ul titat procee'ls fronr collateral rvill rrot bc sufficient to pa5, back the eltire
ex []osu re

(c) Liqaidity risk
t-iquidity risk is the current or prDspective risk to eamings and capital arising from the
insriiution's tailure to utcet its maiuring obligations wlren tlrey fall due without incuning
unaccepta[rle losses.

The Bank's approach io managing liquidity is 1o ensure. as far as possible, that it will always
have sufficient liquidity to n'leet its liabilities rvlren due, under both normal and stressed
conditions, rvithout incurring unacceptatrle iosses or risking damage to the Bank's reputation
fhe Bank has access to a diverse funding hase. F'unds are raised mainly from deposits.

Llxpasure to liquidit;t risk
'lhe ke1, Irleasure used by the []ank l'rir rnanaging Iiquiditv risk is the ratio of net Iiquid'assets
to'Jeposits l'rottt r:ttstunters. l--or this purpose net liquid asr;cts are considered as including cash
anrl cash etlttivalettts and inveslurent securitres For u,hich there is an active and liquid market
le:;s an';r dr:posits; frorn banks. r-rther borrorvings anci comrnitments maturing within the next
tntrnIlt.
[']re boar,l has appioved a policy to effectively nranage liqrridity at all times to meet depositors
demand, and une>:pecterl outf'lou,. 'l'he investment un,Jeltakes statement of financial position
Iiquidity,andscenaricanalysisaSperthepcllicyonbi-nronthlybasis.
'fhe bank strives to rnaintain a balance between continuity of firnding ancl flexibility through
'rlte use of liabilities'*'ith rarge maturities, in adclition the bank hr:rlds a portfolio of liquid assets
as paft r..'f its lrqurdity risk management strategy.

(tl) Market risk
Market risk is the risk that changes in nrarket prices, such as interest rate, equity prices, foreign
exchange rates and credit spreads (not relating to changes in thc obligor's / issuer's credit
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(i)

sflanding) will affect the group's income or the value of its holdings of financial instruments.

The objective of market risk management is to manage artd control market risk exptlsures

within acceptable parameters, while optimizing the return on risk.

l$anagement of market risk
Overall responsibility for management of market risk rests with a management committee of
ttr{e Bank, the Asset and Liability Committee (ALCO). 'Ihe risk department is responsible for
the development of detailed market risk management policies (sutrject to review and approval

by ALCO) and for the day to day implementation of those policies. Regular monitoring of
Postbank's risk profile against risk appetite limits e.g. foreign exposure and risk limits,

liquidity and solvency ratios which are contained in the market risk framework incorporating

martet an.1 country risk policies approved by the board.

(ii) Exposrrre to interest rate risk
T[b principal risk to w,hich financial assets and liabilities are exposeci is the risk of loss from

fl{Ctuations in the iirture cash flows or fair values of finarrc'ial instrumertt because of a change

in rfrarket interest rates. Interest rate risk is Inanaged principally through monit<lring interest

rat6 gaps.

Operational risk
Thei Operational risk is a risk of losses resulting from inadequate or failed internal processes,

peqple, and systems or from external events.

Th{,3unO'r objective is to manage operational risk so as to balance the avoidance of financial

lossfs and damage to the Bank's reputation with overall cost effectiveness and to avoid control

prooedures that restrict initiative and creativity.
Thelrprimary responsihility fbr the development and implementation of controls to address

opetptional risk is assigned to senior management within each business unit. The responsibility

is supported by the development of overall Bank standards for the management of operational

riskg. Compliance rvith these standards is supported by a programme of periodic reviews

undqftaken by internal audit. The results of intenral audit reviews are dtscussed with the

man{gement of'the business unit to which they relate, with summaries submitted to the Board

Risk Committee and senior management of the Bank"

Risk fueasurement and control
Interbst rate, credit, liquidity, operational risk and other risks are actively managed by

indepFndent risk controlgroups to ensure compliance with the Bank's risk policy. T'he Bank's

risk E1posure limits are assessecl regularly to ensure their appropriateness given the Bank's

objec$ves and strategies and current market colrditions.

(e)

(5) PROFERTY AND EQUIPMENT
(a) INVEST'MENT PROPER'IY
The BAnk has classified some of its Properties according to IAS 40 -lnvestment Properties

Upper ll properties and Dandora Plot is insignificant, hence classified ,rnder Investment

lt
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recognizes properties which are solely held for rental purposes or capital

in the long term or both. For. mixed use property, those partly occupied by the

determines its classification as perowner partly rented
40.10. If the

out, the percentage of occuPation
percentage is significant then it falls under Plant, Properties andthe

Equ (PPE) but where insignificant it falls under Investment Properties'

the standard is silent on definition of significant, the assumption of materiality will
guide determining the threshhold. Anything greater than l0% will greatly influence the

maker. In the case of the Bank, the percentage of usage for Karura Training centre,
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STA'TEMENfS FOR. THE YEAR ENDBD 3IS'I

Properties contrary to owner r:ccupation at Postbank House Nairobi (49%), postbank Mombasa
(25%); Postbank Nakuru (50%): and Postbank Eldoret (100%) which is significant, anrj falls
under Plant Property and liquipment (PPE). :

Equally the Internaticrnal Accounting Standard (LAS 16) - considers Plant, properties and
Equipmerrt (PPE) as tangible assets held for use in pro<luction or supply of goods crr services,
for rentals to others, or fcrr admilttstrative purposes and are expected to he uied frrr nrore than
one period.'fhe standald also allows a choice of accountiltg modelto use eilher.cost modelor
revaluation modei. In our case wc opteci tbr revaiuation molel.

(b) REVAI,UArrON ANI] C()ST'MODII

The Bank iras ttsed the Rcvaluation and depreciating model for Land and Buildings while for
all otherclasseso{'assets,Cttstandriepreciatingntodel hasbeenappliedasperlAS 16.
(c) PR.OPERTY AND EQIlIt,Mh:NI' AND I)EPRECIATION
Leasehc'ld properties for rvhich the lease has 99.years or rnore to ruii al.e stated at (:rJs1 or
valttation and are not deprrciaie'J. Othel assr:ts ane stated and depreciaterJ at ccrst,
Depreciation is calcrt!a"t':r! olt ,i straight-line basis, at lates estinrated to write off the assers ovc,r

I'he following deprcciatitrn rotcs are used:

Category Rate p.a.
Buildings 2.5 %
Show stands 20.0 96

Motor veh ic les 25.0 %
Ftrrniture ancl littinqs 12.5 d/o

Electronic office eq,"ripmcnt 2O.O %
Non-electronic office equiprrlgnl lZ.5 %
C)r:nrputer hardware 2A.O %
Computer software 20.0 %

(d) TNTANGTBLI ASSE'IS
Software licence costs and cornputer r;t flu,are that is not an integral part ol'the related har6ware
are initially recogrlised al cost. alrd subrseqtiently carried at cost less accumulated arnortisatron
and accumulated irnpairrnent losses. Costs that are directly attributable to the production of
idcntitiable computcrs software pruducts c:ontrolled by,the banl< are recggnise6 as intangible
assets. Amorlisatiorr is calculated using the straig-ht liire method to write clorvn the cost of each
licence or itern o1'soflitate 1o its re'sidual r,alue over its eslimatecl useful life using an,ual rate
of 20Yo.

(6)

(7) C]ASH AND CASH OQUIVALENTS
Cash and cash equivalents for thc purposes of the cash Ilorv statenrent comprise cash and bank
balances net of bank ovcrdraft, deposits in cornlnercial banks and financial institutious and
Treasury bills, treasury and corDorate bonds as at the balance sheet date.
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NOTE
2016

(8)

(e)

(10)

TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31ST DECEMBERs

i

FORBIGN CURRENCY TRANSACTIONS
bn initial recognition, all transactions are recorded in the functional currency (the currency of
tfre primary economic environment in which the bank operates), which is Kenya Shillings.

Foreign currency transactions during the year are convefted into Kenya shilling equivalent at

(Stes iuling at the transaction date. Assets and liabilities at the statement of financial position

dpte which are expressed in foreign curency are translated into Kenya shillings at the rates

rrgrling at the transaction date. The resulting differences from conversion and translation are

dealt with in the profit and loss account in the year in which they arise'

EIMPLOYMENT BENEFIT
(d) POST-EMPI,OYMENT BENEFIT OBLIGATIONS
ilrUrnf. operates a retirement benefits plan for its employees, the assi:ts of which are held in'

arFeparate tiustee administered scheme managed by a Fund Manager. The contributions made

Uy tir" Bank both to the Defined Benefit and Defined Contribution retirement scheme and to

t{e Provident F-und are charged to the profit and loss account in the year of contribution.

Fiom yea.20ll, the ilank and the employees also contribute to the National Social Security

FUnd (NSSF), a national defined contribution scheme. Contributions are determined by local

s{atute and the colnpany's contributions are charged to the profit and loss account ln the year

to which they relate. Before year 201 l, the Bank and employees were not rnaking any

cdntribution t6 the National Social Security Fund (NSSF). This resulted to a penalty, hence a

lifbility to the Bank of Kshs.297,490,025, payable in three years from August 2014.'lhe

afiount paid as at 3 I st December 20 I 6 is Kshs 245,429,27 1

G) SHORT TERM EMPLOYEE BENEFITS
iiie estimated monetary liability for employees' accrued annual leave entitlement at the

balance sheet date is recognised as an employment cost accrual'

PROVISION I.'OR DOUBTFUL DEBTS
prlovision is made on debtors that are considered to be doubtful. Bad debts are written off
when all reasonable steps to recover them have been taken without success.

(13)

(11) RSVALUATIONRESERVE
The revaluation reserve relates to property and equipment The reserve is non-distributable.

Relaluation reserves are made up of periodic adjustments arising from fairvaluations of

Pr6perty ancl equipment. Movement in the revaluation reserve are shown in the statement of

chqnges in equity Kshs 2,388,250,796

(12) R4VENUE RESIIRVE
This represents undistributed profits from current and previous years including prior year

adjr[stments for Kshs -9..599,351,297 .

CONTINGENT LIABILITIES
Litigation is a common occurrence in the banking industry.due to the nature of the business.

Altflough there may be no assurance, the Directors believe based on the information available

and advice from the legal experts that the claims will be defended successfully and therefore

no provision has been made in the financial statement. The srgnificant claims are desbribed

beldw:
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(i) Banking Insttrance and Finance Union (BII"iJ) -vs-PostBank: Estimated to be Kshs.
3"7,074,83i.35 based r:rn the Board approval of 109/o increment pending Salaries and
Ren,luneration commission (SRC) and National lreasury approval.

(ii) Adella Kavisa & ','3 others -vs-PostBank: Frshs. 166.084,45)/: pension claim from retirees.
It is not expected to be firralized next year.

(iii)PostlSank - vs - Simiyu Wasikcl: The land in clispute involves Postbank ald Simiyu Wasike.
It is in Upper H;ll. The value of the property vvas Kshs. I19,20U,000 i1the year 201 l.

(.iv) Other staff surts aga.inst thc iiarik sums to Kshs 19,929,0g7.00

(14) INTtiREST tN(jotvrE

I nten:st on'ireasur-1, R i I lsr lJoltrls
interest olr I errn Deposils

interest 0n Staif I-oans

Inierest on Visa balances

(15) IN'I'ItRr,ls'I lixPIiNSI1]

Interest on:,-

Postbank Savings Accourrts
t1 idii Savirrgs Account
Siep Accuunt
Perrsrcn Accourrt
Premium Savings Account
Premium Plui; Accor:nt
Fixed Deposit Accorrnt
Save As You Earn Accor-rnt

St afi' Sa Ia ry' A, cc our,t

Salar.5, Acctrunt
Posl bank Jrrn ior Accr-lunt

Panrr.rja Account
Bidii Junior I'rustee Accor_rnt

Smata Youth Savcr

Waridi Accounl
M-Chanra Account
Mobi!e Savings Accorrrrt
Cheque Accr.runt

Akiba Account

2016
Kshs
554.2'.i 3.6','!5

2.953"142

110,97',z,906

4.398.s66

6JAs-2EJ!2

2016

Kshs

2015
Kshs

593,7 60,411

18,152,203

t02,076,669
I 1.528.699

726,lll,ggt

2015

Kshs

0
'21t .578,174

14.887 ,493
70,907,037

69,549

236,862,994

1,959,934

9,406.5I g

1.33 8, i 49

4,899,417

6,669

1,585,224

151.544

3,922,145

5,123,765

132,t39
13,544

0

3_i$LQ

s@J88.544

249,21t
134,739,415

8,609,3 70

38, I 89,764

31,797,166

233,862,094

1,949,242

1,194,629

960,605

2,959,701

3,23l|

1,007,099

113,649

2,406,154

2,002,495

15,943

4,934
I,403

10.279

45e-833282
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' 
DBCEMRER

2016

(16) FEES & COMMISSIONS INCOME

2016 2015

Fees

Salary iting fees

withdrawal f'ees

w I fees

Visa fee

Card

Western
(litihank

Pension

nion - MTS ccmmission

I\{oney sfer commission (Others)

'.val fees

Kshs

74"764,358

15,437,631

26,532,786

46,090,955

6,167,413

59,716,930

50,070,658

1,209,457

69,475,590

31,818,887

48,497,684

36,03 I ,83 8

36,341,171

2,103,909

7.982.701

srz.241.968

Kshs

81,235,852

14,094,460

23,847,280

5 1,605,683

23,779,249' 
12,310,332

54,825,951

1,633,9 t9
69,428,.900

3',! ,7 53,450

50,521,326

3S 770,338

36.779,869

2,396,658

_ r7.r84.61l

51416#80-

ATM
Bills
AAR

Forex gain on

Forex gain on

tsslon

E fee

Misce fees & commission (others)

(r7 )FEES COMMISSIONS EXPENSB

Shared Costs

Commission

ustrnents

Money gram

Premium Paid mission on Purchase of T/Bonds

Commission- ndent,{genl
N{obile bank

Commission pa on deposit mobilisation

(r8) FOREIG EXCHANGE INCOME

-M'I S Transac:tions/Forex sale

tn lssroll

rTl rsslon

ission-Water & tllectricity

T'ransactions

2016

Kshs

51,669,786

25.005.772

76.675.558

2016

Kshs
2,907,401

2,839,101

555,009

140,355

4,755,144

8,808,757

?g0JjJl4

2015

Kshs

3,080,983

2,967,149

7 ,911,978
645,610

3.415,428

16.e44.065

34.964.814

2015

Kshs

62,423,481

2"i.5',28 206

8s.951.687
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NOTES TO TTIE FINANCIAL STATf,MENTS FOR THE YEAR ENDED 31ST DECEMBER
2016
(19)(a1 OTHER OPERATING INCOME

Rental Income
Dividend income
Inlerest on bank accounts

T'ender fees

Development Levy

Appreciation/Diminution in value of quoted
investments

Gain/(t,oss) on sale of Pr<lperty,&.
equipment
Mobile Banking Fee

Capital Gain on Sale of lnvestrnents
Commissiolt Income on Foreign Visa
Sundry iniome

Disclosure Note
l9.b Extra Ordinarv Income
The Flxtra Ordirrary Income is made up of the fbllowing:
Receipt from Ailing lnstitrrtion -- lrust Birnk
Expenditure double posted in 2012 corrected
'I'otal

Customers deposit
Visa card debtors
(ierreral Provisions-l nc lud i ng Staff loans

(?.r) nNTPLOYEE [X PtrNSES

Salaries and Wages

Pensions and Provident [-und contr
Medical expetrses

Staff training
Other staff expenses

2016

Kshs
81,136,604

52,155

13,659

30,300

. 2015

Kshs
67,378,294

50,901

20,921

530, I 20

6,000,000

(20) IMPAIRMENT I,OSS ON Dt:POSI'I'S,I,OANS ANI) ADVANCES
2016

267,100

-242,769
14,l33.377

3,174,963

25.7 I t .490
119.742.679

10,975,743

9,889,5 33

1.086"2_l 0

10,975.743

Kshs
15.000.000

3,000,000

2.000.000

2t,.000.000

824,000

222,320
8,gg3,l g5

5,334,750

3,409,950

s.939.808
98.604.039

2016

Kshs
164,479,509

92,337,591

66,083,983

6,122,334

D3_494216
!J52,426,662

20r5

Kshs

r5.000.000

8,000,000

2.000.000

25.000.000

2015

Kshs
I69,07 I ,l7g
94,539,016

48,312,713
g,60g,672

234.551.210

I,156,091,790
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TO THE FINANCIAL STATBMENTS FOR THE YEAR ENDED 3IS'I DECEMBBR

EXPBNSES

ances

Telephone

TING EXPENSES

rates

Prcrject (WSBI)

2016

Kshs

96,637,243

13,279,175

116.468.285

4,497,45'3

66,840,695

9,328.829

13,561,058

66,449,358

1.084,159

439240

1!_8JZ{J25

2015

Kshs
96,',|97,186

12,1i5,67 5

147.090,717

1.526,589

i,4.348.003

6,691,714

i 1,839,563

75,509,448

646,999

D.5p12
406,96!,212

2016

Kshs
960,000

7,926,311
50"700

8.937.011

20r5
Kshs

960,000

2,444,896
g

3.404"896

(21) TION FOR BONDS TRADING COST'

of Kshs 3,1,692,599 relates to Treasury Bonds Premiums amortised monthly from
to 31.12.2016

LI It,

KENYA NGS BANK ANNUAL REPORT & FINANCIAL S]'ATEMEN'|S 20] 6
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22)

(23)

2016

Security

Insurances

Oflice rent

Land rent

Repairs

Service

Agency

Licences

Grounds

Agencl,

mainterrance

_ M'fS

1'he

1 .1.20



NO ES T'O THE F.INANCIAL STAI.IIMEN.IS FOT{ T.HII YIIAR BNDED 31ST DECEMBER
2016

(25t O'THER BXPENSES
2016 2015

Kshs Kshs
'Iravel and Subsistence allorryances

Prirrting and stationeryr

Debt collection
Posrage &. telephone

Computer expenses

Mot<-rr Vehicle Expenses

Audit fees

Donations and subscripLirlls
[,egal anrj professional fces

Filer;tricity and walr:r
Clearring, Sanitation & l\lessengerial
S pecial Froji:r:ts I- aunch irril
Newrpapers and Periodicals
1'ransponation Cosl,s

Pror:urement Costs

Ercise Duty

Firrancial expenses

lielling & Marketing expenses

Cperating Stationery
A1-M processing charses

Hire cf Motor Vc'hicies

A'fM Card Cost
Researt:lr & Developrncnt

M i sce I lane,.-rus expelr ses

(26) PROFTT (I,OSS) FOR THII Yf,AR
2016

Kshs

8,93 7.01 r

3,791.667

127,445,528

34,6q2,599

0

92,337,591

52, I 55

(.267,100)

50.801

824.000

Note. fhe Audit fees is based on budgeled arr.rount during the year

The profit (loss) for the 1,s"f is staterJ alter clrarging:
I)irec.tors emo I uments

/r udit f'ees

Depreciaticrn/amortrzal ion expense

Bonds arnortisation cost

Prov ident fund contribution
Pension scheme currtribution
anri after crediting: -

[-)iv iflen615

Diminution in valrre of qtroted investrnent

14,848,944

6.,802,667

634.160

88,602,974

8,309,992

3,1 I 0,45 I

3,791,667

5,940,142
13,294,062

31,463,931

16,568,029

i,659,100

566,752

20,000

1,046,060

16,827,595

8,945,1 5g

96,570,029

3,41 5,01 3

1,447 ,020
8,366,45',7

17.406,318

3 54,000

3.417.654

35tr,4!1_J67

16,857,389
12,255,229

866,098

90,863,791

7,547,442

2,910,857

2,232,g24

4,950,14'2

11,393,342

31,772,559

18,\62,392
6,246,198

586,651

440,900
627,630

12,627,106
16.285,352

76,800,041

1,984,526

5,222,709
11,786.40"j

41.010.768

30,000

up52
376,491!,212

2015

Kshs
t,404,896
2,232,924

t 34,302,48tr

86,402,632

0

94,538,0t6
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N To THE FINANCIAL STATEMENTS FOR TTIE YEAR ENDED 3IST DECEMBER
2016
(27)
OF

ATION OF MATBRIAL VARIANCE ON THE STATEMBNT OF COMPARISON
GET AND ACTUAL FOR THE TWELVE MONTHS ENDING 3IDECIMBER 2016

E

a) Fees and commissions
income

b) r operating income

ACTUAL

512,241,968

119,742,679

798,464,083

BUDGET

882,174,517

158,443,265

1,111,864,392

BUDGET
1,342,940,758

VARIANCE

369,932,549

38,700,587

313,400,309

VARIANCE

42

24

28c) rating income

Non ment of target

DI NSES
ACTUAL

d) and commtssions
nse

e)l st expense

Non ment of target leading to low spending

RECURR EXPENST]S

ACTUAL
1,152,426,662

BUDGET VAP.IAI.ICE VARIANCE

20,005,766 46,61 1,367 26,605,601

562,788,544 650.000,000 87,?11 ,456 13

57

VARIANCE
14

VARIANCE
190,514,096

67,278,942

24,826,252

0

s)

h)

loyee expenses

rating expenses 388,576,495 455,855,437

iation expenses 109,338,125' 134,164,377

isation cost-
ible Assets

19

40,555,451 22,448,048 55

55,089,805

46,590,105

61

12

ACTUAL
0

0

BUDGEl'
2,148,911,872

865,866,667

VARIANCE,

2,148,911,872
865,866,667

15

VARIANCE
100' '100

i)
18,107,403

i) sation cost-
ry oonds. 34,692,599 89,782,444

353,407,767 399,997,872k) oth expenses

Non achievem t of target and lower purchase of assets than anticipated:

SPEC!AL ECTS

t) | from Special Projects
m) E for Special Project

Special not undertaken
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NO,TES TO THE FINANCIAI, STATEMENTS FOR THE YEAR ENDED 3ISI.DECEMBER
2016

(28) CASH AND CASI-I tiQtilVAl-ll.N1'S

I'he bulk of'the cash at bank was held at Kenya Commercial Bank of Kenya and National
Bank of Kenya who are the Bank's main bankers.

(29) B'trNDS ON CALr, AND SHORT NOTTCE

Cash on Hand

Cash at Bank

Conrtitr:rcial Bank ot Aliiua
Citibank
National Bank of' Kerr1,a

Kenya Ccmmercial Bank of Kenya

BANK
Cornmercial Bank ,.rf A fiica
Citibank
National Bank of Kenva
Ken.1a Conr merc ial tJarrk(K)

2016

Kshs
331.554,969

240,207.310

571.762.339

2016

Kshs
13,407 .044
10,000,000

9,632,299

568Jll
33 tt7

2015

Kshs
370,456,515

292.466.023
662.922,539

2015

Kshs
12,452,799

10,000,000

9,470,177

543^517
32.466.482

'fhe Bank has plac,ed some of its funds in callaccounts wrth commercialbanks as listed above.
Forthe year underreview, tlre funds were invested atl.he following interest rates;

RATE
4.()3%
9.00%
| .710h
7.0001n

(30) INVESTMENT rN TREASURY BILr_S & BONDS
2016 2015
Kshs Kshs

]'reasury Bonds-Ai,ailable For Sale 1.495,21C,0_50 0

Kengert Inl'rastructuie Borrd 179,137.500 238,850,000
Jamii Bora Br,ind 20,000,000 20,000,000
Funds undermanagernent("S"tAliLlB) 25,740,169 290,753,762
Governrrrenl of Kenya Treasury Bonds 3-128.7D-.500 3.656.327-500

.ts1&g5g2r2 +205J31.262
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Page 52



NO,I'ES THB FINANCIAL STATEMENTS FOR THE YEAR ENDED 31ST DECEMBER 2OI6

3

4,205,931,252 1,972,805,022 30.86q.435

T'he late of interest itt respcct of the investments above in the

year 201 was:

L Inf.rastructttre BondKENG
Jamii Bora Bond

G ove rnment of K.enya f reasttry Bonds- tl'l'lt4
(jovernment of I(eir5,a Treasury Bonds-AFS

(31) INVESTMIINT PR()PEIRTY

Includ
(i) LJpper

Ksh 2
the

-12.5lot'o

-13.30%
-12 62%

-12.93%

BAI.,ANCE
oN 3t.12.2016

ln Kshs

779 737 00

20,000,000

25,740.i69

3,128,'t42,500

(204.673,000.u0)
| .495,230,050

-1,360,755,500 4,848,850,2 i 9

201s
Kshs

2016
Kshs

with
The

ent property 896,790,,225 89(t,790,225

in the investment Property is-

ill Property whose market value is Ksh.319,200,000 but carried at lrook valuc of
,90,225. -fitle to the Ljpper FIill property is in dispute with the current occupanl of
ises clainring allotees interest absolutely. The ruatler is ilt cotttt and the Bank

favourable outcome since it has a vesting right in the property and is holding it
ntention of sel!ing or reinvesting.

is a piece o1'land with a building taken over from Thabiti Finance Ltd in lieu

of its held for the Bank
(ii) Karura ing & Sports Complex valued at Ksh 864,400,000 as per the latest valuation

report by Transcountry Valuers Limited in October 2013.

(ii i) Plot v;ith a value of Ksh 5,000,000
The ification ol Dandora Plot and Karura 'l'raining centre from Property and

equ to Investmerrt property has been done as per IAS 40

REVALUAI'IONi
INTEREST
LOADED IN

THE YEAR 2OI6

DISPOSAt,i
REDEMP'IION
IN YEAR 20I6

BALANCI!
ON

0t.0r.20r6

ASSET

In Kshs In Kshs

ADDI IONS
IN THE

YEAR 2OI6

In Kshs

-59,712,540
KENGI
Infrastrr
Bond

238,8s0,000

20,000,000JamiiB

N

\cture1-_--
lra Bond

er
ent

Funds
M

-268,785,000

-827,.585,000300,000,000

1,6,12,805,022 27,098,028

3,'.771

Bonds-A
for sales

GOK
to

le
GOK

290,7s3,762

3,656,32i.504

Totai
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NOTBS TO TTIE FINANCIAI, STATEMENTS IIOR TIJE YEAR ENDED 31S DECrMBER
2016

(32l STOCKS & DITUGS

Stocks of Statiorrery & lJrugs

(-13) OTI{ tLR. IN \/l,lST N{ E Nl'S

Qur:tecl rnvestnrents (r:ost)

I inqrroted investnrent

l.rrss: ['rovisir:n lor cliniilrrr'riorr in market
t,a I ue of q uoled,'r r nq rlr,:te,l i n./estfft etlts

2016

Kshs
t6.7e8.954
16,798.864

2015

Kshs
17.346.695

t7,346.696

20r 6

Kshs
2,('|55,63',7

13,i40,Q0u
15.595,63?

il,20r?J6_

J@2.40r_

2015

Kshs
2,455,637

11140,000
15.595,637

I r.636.136

3.959.501
Note

(i) Qucted investmerrts r,,'ere valued at Kshs.2,335.400 (2015 Kshs.2,60-s,000) using the Nairobi
Secrrrities Exc:ha.ngc. rnarJiet irrice at the closc of the year.

Quoted investmerrts colnprise oiequity holdings in the folioriuing listecl companies

Company No. of Shares Market pric.t:

Kakuzi l-td 28 i.00
Total Kc:n Ltd
Barnburi Cement Ltd

(ii) Unquotcd investnti:nt represents t(0% of cieposits in City Finance Bank (Jamii Bora Banl<)
convefled into sharcs 1i;ilowing theil restructrrning in 1,sn. r6r,.

Value
31.12.2At6

Value
3i.12.2015

6.500 2,060.-<00"00
17.80

I

267 000.00
500.00

15.()00

1,.550 15,t.00
273,750.0A

271.250.00900 00

2,605,500.00

K}INY/T POS'I" C}FIIICE SAVII{GS BANI( ANNUAL REPORT & FII{ANCIAL STATEMENTS 2016
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NOTE
2016

TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31ST DECEMBER

(34) AC OUNTS RECEIVABLES

S

Postal

Prepaid

GoK
PCK

Directors

Staff
Staff

Notes

ion of Kenya-Excess Deposits

TC) (i)
Receivable from GoK
Pension - PCK Payroll

ion Cheques Receivable - PCK (ii)
wn Claimable

(PCK)

- Personal Development Loan

(i ii)

2016
Kshs

780,399,108
405,231,629

63,447,990

456,675,801

268,553, I 58

50,430,637

56,911,716

3,327,044

923,995,293

150,876,889

106,15'1,285

50.618,'167

1,200,860

219,927,492

3,537,753,659

2015
Kshs

780,397,908

405,231,629

34,967,100

16,823,161

268,553,158

. 44,587,964

56,416,881

3,327,044

994,598,182

176,289,022

63,854,741

54,500,447

3,610,571

138,481,371

3,041,639,179

-691,9i8,285

2.349.660.894

Interest le -PDI-

Rent

Staff
bles

Trade

Provision bad and doubtful debts:

Trade -664,623,725

z$1iJ29,9i4

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

ing since year 2005. The Government of Kenya has since given assurance of
nt of the amount, in effect through PCK.

(ii) The ount of Kshs.268,553,158 relates to amount owed to Postbank by PCK in respect to
's cheques and warrants handled by'PCK on an agency agreement. This amount has

been outstanding since year 2007 and the two organizations have made commitments to
these amounts in the next financial year

KENYA POST OFFIC SAVINGS BANK ANNUAL REPORT & FINANCIAL STATEMENTS 2016
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NOTES TO THE FINANCIAL STATBMBNTS FOR THB YBAR ENDED 3IST DBCEMBER
2016

AGEING ANALYSIS RECIEVABLES

STAFF IM PREST

COMMISSION RICEIVAh]BLT: - GOK

RESTITUTION .PCK

RENT RECEIVABLE

GOK PENSION CHEQUES

RECEIVABLE

T RADE DEBTOI.(S 219,927 ,482

T'.)TAt RECEIVABT,ES 7,75

PROVISIO|J FOR BAD DEB'l.S

NET RECEIVABTES ,934

(ii) TRADE DEBTORS AGETNG ANALYSIS - 2015

(iii) TRADE DEBTORS AGETNG ANALYSTS -2016

TOTALS

20L6 0 to 30 Days 31 to 50 Days 61 to 90 Days 91 and over Days

PCK EXCESS DEPOSITS 780,399,108

TOTAL

7S0,399,106

KPTC - EXCESS DEPOSITS 405,237,629 405,231,629

PCK PREPAID GOK PENSION 456,675,80L 347 ,139,O77 127,823,8231 8,904,3 12 728,456,296

PCK OVERDRAWN CLAIMABI,E s0,430,636 9,703 40 50,420,893

STAFT DEBTORS PDL t 50,876,889 (s,806,22s ) ( 181,000) ( 188.973 I 157,053,087

iNTERST RECEIVABLE PDL 106,157,285 4,548,617:80 4,453,460.04 4,506,833.39 92,648,37?.82

DIRECTOR LOAN 3,327,O44

STAFF LOANS 923,995,293 843,908,237

_.3,327,O44

80,087,056

( 1,803,37s ) 3,OO4,235

6,110,800 5,733,600 5,733,600 45,869,990

56,977,7 76

7,200,860

6?,147,990

56,9lt,716

50,618,766 (8,336,4s3 ) (L2,197,841\ 62.897,647

268,533,Lsq

._ _ 8,255,4r3

6,6r6,559 1 1,801,598

268,553,1s8

206,357,873

t,208,969,O44

__ __La,81!,aqQ

(30,993,001) 18,559,570 3,275,460,t2L

664,623,725t (1.666.667 ) ( 1,666,667) ( 1.666.667) 16s9,623,72s],

d 5 t,2o7,3O2,378 5Zfb5y,OO/ 16,892,903 2,6L5,836,397

2015 TO'TALS 0 - 30 Days 31 - 60 Days 6l - 90 Davs 9l and Over
M'I'S t0.637.267 -42.476.928 I1.240.703 -2,900.288 44.773.780
RIA 58. r 06 - r.665.663 -56.2 I 9 665.533 r.l 14.455

V ISA 158.517.454 r.l t5.2 r9 s02.tt3 3 -2,921,t24 I 59.850-526
MONEY
GRAM

-30.76 t.456

r J8,48 I ,37 r

5,527.427 -4.t05.132 -5, I 55.5s6 -27.028.t9s

TO'I"ALS -37.499,945 7,s82, r 85 -t0.3r r,435 r 78,7 r 0,566

0 - 30 Days 31 - 60 Days 61 - 90 Days 91 and Over
MTS 94,8L3,976 12,772,168 3,052,389 16,207,461 62,781,958

RIA 1,186,948 286,OO2 (602,020) (347,833) 1,850,799

VISA 146,666,054 (4,961,490) (1,059,288) (3,020,376) 155,707,208

MONEY GRAM (22,739,49s) (1 ,480,120) (6,239,569) (1,037,654) (13,982,152)
TOTATS 219,927,483 6,616,560 (4,848,488) 1r.,801,598 206,357,813
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TO THE FINANCIAL STATIIMENTS FOR
BNDED 31ST DECEMBER 2OI6

AYMENS AND OTHER ASSETS

2016

Kshs
95,510,898

41,025.470

479,083,542

1,277 ,890,113
329,137,919
877.501.i49

3,100,448,791

2015

Kshs
104,576,846

3 t,383,030

419,083,542

l,l 10,740,856

363.830,5 I 8

886.55.0,$4
2,976,165,626

D

F

Note
on Treasury Bonds

Treasury Bonds

in ailing financial institutions
Accounts - Postbank

Treasury Bonds (Prepaid)

(i) I'he
used by

(i)

and Prepayments

bad and douLrtliri debts:

from subsidiary and deposits -q2,983-582 -479,083,54',2

2.621,365.2 9 2.497,082,084

Kshs. I ,217 ,890,1 I 3 under Transitorial accounts relates to balances held in accounts

to process internal payments. I herefore the baiance rs not a realtsable asset.

rt!t

KENYA NGS BANK ANNUAL REPORT & FINANCIAL STATEMENTS 2015
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L.i\D t- IRN!TTIRI]
&

FIT-TINGS

ELEC-IRONIC
OFTI(JE
EQPr\rt

CAPITAT
\1'ORK IN

PROCRESS

TO-tAt.

304.2J1,251 | t91,4)7.i2t - 1.0'77,243 20.881 .J22

,12,637.t)2t

('

!.05J.5s0.000

58.02?.636

507,sti8,81 r -2s.209.638 2.520.082

-5.-l{5.tr8tl 0

I

I

I

I

I

I

DEPRECI.T'tIO}

DEPRU.0l.0 t. r 5 0 208.02 1.53C tl

(.TI\RCED 20I5 0 19,J26,16tt

156,7ii.it)2 62.e37.681

22,162.471 2,926.189

{89. I 69.230

{0,014.559 0

\\'RII-E BA('K 0 0 0 0 0 {:

DISPOS.{LS 0 0 -i2,911,28i

DEPRE.JI.I2.I5 0

25J.603.083 6.5fr0.0(!0 3l .t6{.387

2.087.5630

0

t!

6.s00.000

26,338,750

2'i 9.911 .8J3

0 -5.7 I 0.000

27.7{ r.950

.44i.911

226,906,fr8? r 78.65{.57 l

-285,202 -1,c7 6.137

61.787."J6

0

-s,i00,,{26

521.783.363 0 I .308.315,5J4

\B\'3r.r2.2015 I .38 r .707 92,063,671 t 2,659.023 81.805.{18 -25.209.6J8 2.s20.082 1,817,331.222

3.169.270 96,209,120

52.005.759

J{.649,4 l9 65.8{2.0J313.581.J84
-r,077,243

r.888.005.82iNBv Jl.r2.20l{ 799.9{6.9 l 8

85{.500.000

851.500.000

9_

0 20,881 .322

NOTBS'TO THE FINANCIAT, STA'TEMENTS F'OR THE YEAR ENDID 3ISI DEC]fi}tBER 20I5
36. a PROPERTY AND IITPMENT

E-
NON

Er-SCII'ONIC
i)FFICE
EQPrlT

COTIPT'TER
H{ii,I-\TAP.E

FIXEDASSilT
CLEARJTT*C
ACCOTINT

Cost cr Valuation

.-\t l lan. 2015 85{.500.00(i

,\DDtTt()\s

C,\PITAI,!S+]I)
\\,ORKS

DISPOSALS
AD.ITIST}TEIl

cosT Jr.r2 ?015 85{.50ti.00{,

Bi'II,DI\C H{}I D
irI(-)a6P

1'EHICLES

I

1,cs3.s50,000 i 6,s00,000 3i.8-13.6s7 16.522.06i 555.0! t.263 3.096,i79,{3'

-l J,J67.60;

J.r 55.6{9.75f.

I .208*17J.616

t I 2.856,20C

0

0

0

0

01

0

tl 0

alt(, i) ll

--1- -----
0 -5.7 I 0.000 r.028.1 7 I

6.5fi0.0ir0 29.r 2J.657 J I 8.9b9.756 2i0.660.J29

i.) - 1 .1 8{.J{8

77.{,16.759
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NOTES'TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31ST DECEMBER 2016
36. PROPERTY AND UIPMENT

CAPIl'ALISET)
WORKS

DISPOSAL A,'C

DISPOST\LS,rDJ

DEPRE.0I.0t l6

CHARGED 2(I16

NB\',31.12.2016

NBV ri.12.2015 ,000 77) 167

*Overstated rlepreciation charge to the year will be adjusted

;07 92 ,14

'rlr t a I
Bt'[.Dt\(; LEASEIIOLD MOTOR

VEHICLES

I..trRNITttRE
&

FITTINGS

ELECTRONIC
OFFICE
EQPMT

\o\
ELECTRONIC

OFFICI]
EQPMT

COI\TPTITER
HARDWARE

FIXED
ASSET

CLI,ARING
ACCOI-h'T

CAPITAI-
\\ ORK IN

PROGRESS
L.\ \ t)

Cost or Valuation

23.656)9t _taA,ARft- (25.209.53 8)At I Jan.20l6. 854,500,000 !.0:i I ii().0i)() 3t8,969,i 56 230.66C,330 17,446.75q 60?,588,8 l !

I
I
I 2,520,082 3,155,649,7 56

6.527.549 I.650.602 49.527.580ADDITIONS 0 0 0
I

I 2,298.8C7

0 0 0 (l

t?. 572

I

I

38 2

0 0 0

501 752

0 0

c 0 0 0r) 0 0

0 0 0

()

0 0

0

0

C 0

0 0 0 0

( 1.5 r 7.025) G 124.877\ ( I 6.800.367) 0 ;yt)0 0 0 0 (6,847,892t

73.823.634 6 r 6.360.976 ( l 8.582.089) 4. I 70.6841,053,5i0,000 6,s00.000 29,123.656 242,179,643314,42.0,67 |cosr 31 12.2016 E54,500.000

iDEPRECIATI.;N

0 279.941 .833 6,500,000 27,741 950 226,946,081 l 78.654.57 l 523,783.363 0 l ,308.3 l5 j 34

26.338.750 2.074.651 l 8,3 59, r 78 i9,296,75s

64,i87 :136 _

2,840,523 44.428,268 0 l 09,33 8.1 2s0

0 0 0 0 0 0 0 0 0 0WRITE BACK

DISPOSALS 0 0 0 0 (6.847.892) ( I .51 7.025 ) t4.t24.877)l trO,SOO,rOzl 0 (29.290.1 6 1 )

l 96.434.30 l 63,5 03.382 547 .41l, .264 0 1.388.363.498DEPRE.3l.l2 t 6 I 0 29,8 I 6,60 i 238,417.367

76,00J.303 J5.685.342 10.J20.252 68,919.712 ( 18.6E2.089) {.1 70,681 1,787,523,67i851.500.000

3 5003

14i,269,417 -692.911

)UU 52,00s,7 59 i2,659,023 83,E05.448 (25.209.63 8) 2.520,082 t.847,334.222

29 l6l

l,15 l7:

KENYA POST OFFICE SAVINGS BANK ANNTJAL REPOR.T & FINANCIAL STATEMENTS 2016
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NOTtrS TO THE FINANCIAL STATEMENTS FOR THB YEAR BNDED 3I51'DECEMBER 2016

36. (c) I,AND AND BIIILDINGS

COST OR VAI.UA'IION

l,ong-tenn leasehold

Sh<llt-tenn leasehold

Bnildings
Kshs

97',t ,7 s0.,}aa

z5_.880"q00

2016
Total
Kshs

1,709,750,000

204,800,000

1,709,750,000

204_8!0.000

_194.550.009

La:rrl
Kshs

732.0A0.0fi0

122,500,000

Show Stand

Kshs

6,50A,0!0
6.sq0"00q

2015-
Total
Kshs

0sldallsua t.0s3.s_sfLq00 ll2"LGp.000

Inclrrded in shcrt-ter,n leasehold land and buildings is a liroperty purchased in Mombasa. It was valued
at Kshs.l98,30 rnillion subject to cxl.ension of iease period by another 45 years from the current l0
years, lnitiaLive torvards extenr;ion of ,;he leasc is in progress.

['he iigrrres userl in the fhed assets schedirle relate to 2013 valuation repart carriecl out by Trans country
Valuers [,imired and altproved b'y the Board iii Crctotrer 2013.

37. INTANGII}LE ASSET'S

Cost
At I January

Additions
At 3l December

Amortisation
At 1 Jarruary

Anrorfization for the year

At 31 December

Carrying Arnount
At 3l Decentber

20r 6

Kshs

5 t4.0:14,535

6l,l B0.400

57 s,214,935

472.334.928

18,t07,401

4q0,442,33i

2015

Kshs

51.1,122,935

2.9 t 1,600

5 1 4,034,53 5

450,826.731

21,508,l9l
472.,334,929

W;:a 
1J2L04 41.699.607

T'lie intarLgiblc; assets are in respect of Internet and mr,rbile banking software
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I

NOTES STATEMENTS FOR THE YEAR ENDED 31S'T DECEMBBR 2016

SAVINGS AND DEPOSIT ACCOT]NTS

F

w

Account
Cheque Account

Account

(BSG)

Scheme

Account
Account

ou-Earn

Acccrunt

Accounl
lients

Savc'Accouttt

Account

Agent Accounts

;\ccount
Account

2016

Kshs
8,217,019,123

0

9,937,631

715,707,553

3,197,666,008

6,865,3 56

3,658,036,444

83,833,83 8

717,151,012

75,731,287

230,136,497

7,687,443

432,018.'7 t9
212,831,033

i 1,812,219

l0l,8g7
276,787,964

21,441,577

6,857,357
1,207,100

I ,8?.2,735

11.9!4"664'853!

20ls
Kshs

7 ,9i0,571,319
426,467

10,623,187

652,011,898

2,715,948,309

981,205,823

1.869.062,923

104,a1a.292

633,912,490

61,830,227

196.484,556

6,8 58,393

435.146.912

198,I 83,079

56,682,866

1,047,560

179,1 82,885

12,673,801

988,439

1,0'l1,593

ls26,os3.
ls.989.249.677

lr

A POST

It
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(38)

Jun

Step

Bidii

Prem

Staff
Salary

Srnata Y

Parnoja

Account

M-chama

Mobile
Akiba



N()TES T'(I .tH[ FIN ANCIAI- S1'.ATENTEN.I.S F,oT( I'HE .YT]AR 
ENDTjD 3IS'I.DECtrIVIBBR 2OI6

(39) ACCOLTNTS pAyABt,ES At{D ACCRTTALS
N otes

'l'rade creditors
PCK Services rerrdered- CoK Pension/'others
PCK Encashed Warrants Payable

PCK.- Pcns.ion Warrants
Ci,tK Pension Pa;vroll

Accrued i:>rpenses

l'{SSF L,iaoility
Ctther cr'er-!ircrs

(i)
(ii)
(iii)
(iv)

2016

Kshs

4'.2"536,219

533,056,7,19

462.078,7 5l
t1a.s5',),266

84 8,668.,1 53

194,371,594

52,A{i},754

4'.77.45b.106

2015

Kshs
78,161,640

53 r.78q,21 8

162.078,751

t 70,953,266
408,8 15,5 l3
l'71,096,962
.141.307,762

318.3 ,042
2.7q0..78?J81 2Aq$g2{|jil

(i) PCK Ser',;ices reltrir:rcd- GOK- J-'errsion/orhers refers to anlorrrrt payable to postal
Ccrrporatiort of Kenva fol'-rc!".rigg1; of'fercd to orrr pensir:nerslregular customers fbr normal
banli ing scrvices.

(ii).PCK ijncashed rvarrant payable ref'ers to anrourrt claimatrie by Postal Corporation of Kenya on
disbursernent of pension to pensri(,lters.

'llrc grnount r:l'f.'.shs.462.0i8,751 which has been outstandirrs since year 2007 will be seltled
along with experltcd arnounts frolrr P(jK .

(iii) PCK -(lol( 'vVan'ant is the un-accourttcd anrount to pensioners acoouut held by pCK The. &flcurrt of K.shs.l70,95-\.2.66 whic;lr has been outstanding since year 2007 will bc settlecl along
rvith expected arnc'unts from PCK..

(iv) CioK Pension Payloli is the un-altulied arnount trt pensioners account held by pCK.
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t NOTES'tO FINANCIAI, S'IATEMENTS T'OR THE YEAR ENDED 3IST DBCEMBf,R 2016

(40) GOK ON RESERVB FUND

These are sion funds from the Government for distribution into the Paying agertt accouttts. Un-

applied from PCK are also held there

(11) CAPTTAL RANTS
Capital were given to the Bank to support the following projects;

2016
Kshs

nion Product 2,013,211

20t6
Kshs

r83.942.03r

3,706,728

229,458

69t7540_
12,907.037

2015

Kshs

204.348.685

Western

Bidii
Visa Projeut

2015
Kshs

?_,013,211

3,706,728

17,854,000

6.996.540

30.s70.479
Smata, M a & Agencl' [rxpansion Projects

(421 CASH AND ASH EQUIVALEN'IS

Deposits

Treasury

Bank and balances

banks and Firrancial Institutions

ills and Bonds
4,90132!,&

TY TRANSACTIONS
related parties are the Board members, key management personnel and staff'. 'fhe

2016
Kshs

571,762,339

33,608,1 I 7

4.848.850.2 r9

5.454.220,675

2016

Kshs

960,000

7.926.31I
8.8E_6J_11

2016

Kshs

9,309,063

923.995,293

rs0.876.889

2015
. Kshs

662,922,538

32,466,482

420s.931.262

2015

Kshs

(43) RELA'IED PA
The Banks
tbllowing

(i) Di

Directors

(ii) Key

s were carried out with related parties.

remuneration
Honoraria

tAllowances

960.000

za44.w5
3.404.896

2015

Kshs

3,317,109

s94,598, I 82

Llogv.o22
rJ7A,W]94

remtrneration

Salaries d wages

(iii) Loans to
Welfare

Personal lopment Loan

1,074.872.182
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NOTES TO THE FINANCIAI, STA,IEMENTS F.OR TIIE YEAR ENDED 3IST DECEMBER
2016

Interest income on these loans was Kshs110,972,806 (2015 - 102,076,668). The effective interest
rate lbr welfare loans is 5% while lbr personal developnrent loan is 14o/o. Staff mortgages and car
loans are secured by charging the related property to the Bank.

(iv) Loans to Directors
No loan was issued to directors in the year under review. However, outstanding loan balance of
Kshs 3,327.rJ44 relates to loans advanced to fbrrner direi:tors.

e
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31St DECEMBER 2016
(44) LreirDrrY RrsK

Totals
6 months less thrn
I lerr

I year less thrn 3
VCTrs

J ycers lcss thrn
5 yerrs over 5 verrs,d Assets lllatured

Matured in less

than a month
I months less

than 3 months
3 months less than
6 months

CashBank ard
Balance:

57t.762.f39 571.762.339

5 r6,586,9.0.00 253, l,+5,940.C0 552.13i.2i4 I ,2 t3,565.1 t2.00 r.448,663,53: 4,848,850,219lnvestrncnt in T/bills +
Bonds

=-s+ffiral.w ,153 2i3,229.N

33.608.1 r7
-ffids otr call and short
notice

I

I
33,608,1 r7.00

I

I
I

896,790,225 896,790,225Investrne:lt Property

3,692,401.U 3,692.401Other h,yestment

860.894,053 749,095, i I 8 562.722.319 '723,169,436 5,511,294,M7587.3t s.2C2 759,5 ! 0,1 86It,766,?87,703
I

Other Arses

kope4 an<i Equipment 20,88i,322 30,i66,964 31,231.547 250,150,41 l
",454.494,$3

1.787 s23.677

18,t42,444 45,227,t 5t 21,40..,4@ 84.7'12,604intangiSie Assets

I,t59,077.54t l *i13,437.02J 1.255,139,t82 r,122.i08.144 1.054.,t1 2.{31 iJ.l6.D0.r60 2.1 87.t 84,959 3.799.94.t.t89 r3.738.293.629I'otal Assets

B. Liebilities and
Reservts

92.487.,t45 375,56t,324 36tr.,t23,2s6 574.M5,29 343,132,\M 375,067,768 654,270,24s 2,780,782, l 8 lCther L abilities

l . l 05.052.455 1.719,829,2M l.E02, l 32,879 |,'126,61i,924 1.959.51 1.623 1.8M367,826 2,287,41i,603 5,539,747,299 17,944,64t,853Customers' Savings and
Deposit accounts

!83,%2.031Gok Pension Reserve
Fund Acrmrnt

6E,252,1 l8 49.477.003 56,212,910

t2.q)7.037 t2.9C7.037Capital Crants

2,388,250,796 2,388,250,796Revaluation Reserves

Change un Fair value
for Bonds

27.C98,028 27,09E,028

-9.599,351,291 -9,59p,351,297R.evenu,: Resenes
I

I

r3,738r93,629
Total i,iabrlities and
Resen't s

1.265.786.718 2,172.065,599 223.t,169.045 2302,643,1672J00.6s7.28 I

I
2,179.4J5,591 -1,658,,146,1652.91r.63r,S4S 

I

5,158J90J5.1A0BLiquiditvGAP -t06.109,1i7 {s8.628-s76 -979,029.86J -877 919,019 -1.24{t231336 {3JJ45,134 -754.496.889

'fhe table bclou assets and based on the as at 3l December 2016 to the contractu8l date.
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NOTES TO THE FINANCIAL STATEIVIENTS FOR THE YtrAR BNDED JIS'I'DUCE'MBER 20I6

CONSOLIDATION

Consolidaled Accounts are nor. prepared as the Bank's wholly owned subsidiary, Postbank Credit Limite,C.
is under liquidation.

TAXATION

Kertya Post Office Savings Bank is exempt from Corporation Tax under Inctrme 'l'a;< Act Cap 470 of the
Iaws of Kenya.

COMPARATI.VES . '

Wlrere llecessar.y, rrompsrative figures have been adjustecl to conform to reporting under IFRS.

F,}IPLOYETJS

'tr hc. average number ol ernpk-r.,,et;s drrring the year u,as 720 eAl5-i6j1,

SUBSEQUENl' EV[,NTS

Ihere have been nc events subsequeltt io the finarrcial 5,ear end wirh significant impact on the financial
statenrents for the year ended Decernber j1 ,2016.

Nf.TWORK OF POSTBANK BRAN(-:TI,ES

Ihe total number o1'branches during the year u,as 104.

JA

r
(1s)

(45)

(17).

(48)

(.49'l

(501
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NTWORK OF TBANK BRANCHES

IEAD OFFICE
Postbank House
Banda Street
PO. Box303l I -00100
Tel: (020)22D551-6 Ext. I

NAIROBI
Fax 341 557

Eastleigh Brrnch:
P.O. Box 30313 - 00100
Tel: (020) 6761 892 F a< 6761
NAIROBI

Kikuyu Branch:
P.O. Box 3031I - 00100
Tel: (066) 31630 Fax 31630
KTKI.]YTI

Ruiru Brench:
P.O. Box 190

Tel: (067) 54320 Fax 55441
R[IIRI,I

Karuri Branch
P.O Box 3031 I - 00100
Tel: (066) 51683 Far 51685
NAIROBI

KARIOBANGI
P.O. Box 30313 - 00100
Tel: (020) 22295514 341557

Afya Centrc Branch:
Tom Mboya Street
P.O. Box 3031 I - 00100
Tel : (020)2 22955 I 4 Ext. 3D.
NAIROBI

Jogm Road Branch:
P.O. Box 30313 - 00100
Tel: (020) 222955 I {, 552027 Fax
NATROBI

Machakqs Branch
P.O. Box 9zl4

Tel: (M$20261 Fax24l12
MACI{AKOS

Ibm Mboya Branch:
P.O. Box 30313 - 00100
Tel: (020) 2230428 F ax 23M28
NAIROBI

Wote - Mrkueni Branch:
P.O. Box 9zl4
Tel: (M4) 33371. Fa.x 33388
MAKI,IENI
P.O. Box 9,14

Emali
P.O. Box 30313-00100
Tel. (020)244549{)
NAIROBI

Garissa Branch:
P.O. Box 745

Tel: (046) 2169 Fax 3194
GARISSA

Limuru Branch:
P.O. Box 170

Tel: (066) 71293 Fu<72278
LIMI-IRTI

Uthiru Branch:
P.O. Box 30313 - 00100
rel: (020) 63 192'l Fw< 631927
NAIROBI

Matuu Branch
P. O. Box 3031 I - 00100
Tel: (067) 4355282 Fa.x 4355283
NAIROBI

Cannon Ilouse Branch:
Parliament Road
P.O. Box 3031 I - 00100
'lel: (020\ 222955 I 4 Ext. 239.319
NAIROBI

Karen Branch:
P.O. Box 30313 - 00100
Tel: (020) 884547 Fa.r 884548
NAIROBI

Nacico Branch:
P.O. Box 3031 I - 00100
Tel: (020) 3,14078
NAIROBI

Viwandani Sub Branch:
P.O. Box 3031 I - 00100
Tel: (020)2229551{ Fax 553356
NAIROBI

Ngong Branch:
P.O. Box 3031 I - 00100
Tel: (M5)41M7 Far4lMS
NAIROBI

Dandora
P.O. Box 3031340100
Tel: (020) 2405489
NAIROBI

Githurri Branch:
P.O. Box 3031 l- 00100
Tel: (020) 8l 1032 Fax 8l 1032

NAIROBI

Mwingi Branch:
P.O. Box 510
Tel: (M4) 22308 Fu<22308
MWINGI

Westland Branch:
P.O. Box 30313- 00100
Tel: (020) 444058 I, 4450965
NAIROBI

Uchumi Ngong Road Branch
P.O. Box 3031 I - 00100
Tel: (020)2229551-6
NAIROBI

Kiambu Branch:
P.O. Box 145

Tel (066) 22913 Fax 22914
KIAMBI-I

Ngara Branch:
P.O Box 303 l3 - 00100
Tel: (020) 3744837 Fax3744837
NAIROBI

Thika Branch:
P.O. Box l8l9
Tcl: (067) 3 I l9l Fa.x 10076
THIKA

Customer Service Centre
P.O. Box 303 I I - 001 00
Tel: (020)2229551-6 Fax 210593
NAIROBI

330-l

Enterprise Road Branch:
P.O. Box 3031I - 00100
1-el: (020) 222955 I -6 Ext. 270
NAIROBI

Kenyatta Market Branch:
P.O. Box 30313 - 00100
'tel: (020\2719582,
NAIROBI

Ngong Hills Sub Branch
P.O. Box 41047
Tet. (045\2t2876
NGONG

Kangundo Branch:
P.O Box 3031I
1'el: (044) 621 I 50, Fax 62 I I 48
K{NG[TNDO

Ongata Rongai Branch
P.O. Box303ll -00100
l'el: (045) 24 I 78 Fax24l79
NAIROBI

Mlolongo
P. O. Box 30313 - 0100
Tel (M5)2445491
NAIROBI

Kitengeh Branchl
P.O. Box 3031 I - 00100
Tel: (M5) 22526 Fax 225 l8
NAIROBI

Kitui Branch:
P.O. Ilox 668
Tel: (044)2293 Fa.x 23046
KI'tTII

Ronald Ngara Branch:
P.O. Box 303 l3 - 00100
Tel: (020)2229551-6 Ext. 269,349
NAIROBI

lftjiado
P.O. Box 30313-00100
Tel: (020) 2455 105

NAIROBI

Kibwezi Branch
P.O. Box303ll -00100
Tel: (M4) 3500422 Fax3500432
NAIROBI

K:llagware Branch
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NETWORK OF POSTBANK BRANCHES (continued)

M'I. KEN}'A RI]GION

fl
D

Chuka Branch:
P.O. Box 616
'lel: (064) 63M43 Fax 630064
()lLrKA

Meru Branch:
P.O. Box 3270
I'el: (064) 30381 Fa:<32573
MERTI

Waruguru Branch
P.O. Box 1245
l'el: (060) 48236 Fax 4808 I
ltMBlt

(t()As',t RU(;l()N

Chaani Branch:
P.O. Box 90563
Tel: (04 I ) 3434077 Fax 3433485
MOMBASA

Moi Avenue, Mombasa, Branch:
P.O. Box 90563
Tel: (04 I ) 2230969. Far223U)45
MOMBASA

Voi Branch:
t'.O. Box 452
'Iel: (043) 30253 Fax 30253
\,()l

Watamu
P O Uox 90563
Iel:(041)200115
I\IOMI}ASA

l{l l,'l' v.\ l-lJi}_!Il(;l-QN

Gilgil Branch:
P.O. Box 303 l3
lbl: (050) 4002 143, Fax 4002144
GILGIL

Kapsabct Branch:
I'}O. Box 800
Tel: (051) 52535 l. u. 62497
KAPSABT]I'

Naivasha Branch
P.O. Box 675
'Iel: (050) 202 | 335 Fa.r 2020200
NAIVASIIA

Nlaralal Branch
P.O. Box
lllaralal

Embu Branch:
P.O. Box 1245

Tel: (068) 30740 Far30727
ENIBT]

llturang'a Sut> Branch:
P.O. Box 122
'tel: (060) 31083 Far 3 1038
MIIRANG'A

Maua Branch
P.O. Ilox 767
Tel:(064)21150
MATIA

Likoni Branch:
P.O. Box 90563
fel: (M I ) 245 I 0'?0 Fax 245 l()17
MOMBASA

Mtwapa Branch:
P O. Box 90563
l'el. (04 I ) 5486939 Fax 5486470
MOMBASA

Savani llouse, lVlombasn, Branch:
Digo Road
I'}.O. Box 90563
I'el: (04 I ) 21 14424 Fax 222377 I
MOMBASA

Eldoret Branch:
P.O. Llox 2270
Tel: (05.J) 2062295 Fax 2063025
EI,DORE'I'

Kitale Branch:
P.O. Box 821
l'el: (054) 30394 t; * 3 1297
KI-IhLT]

Nakuru Branch:
P.O. Box 4l99
Tcl: (051) 22.15710 Fa.x 2211400
NAKIIRT]

Kapcnguria
P O tlox 614
'Kapcnguria

Karetina Branch:
P.O. Box 246
Tel: (061) 72537 Fux72977
NYERI

Nanyuki Branch:
P.O" Box 416
Tel: (062) 32210 Fu< 32820
NANYIIKI

Isiolo Branch
P.O. l)ox 696
1tl: (064) 52355
ISIOLO

Kilifi Branch:
P.O. Box 90563
Tcl: (04 I ) 522399 F u< 522399
MOIVIBASA

Kisauni Branch:
P.O. Box 90563
'Iel: (04 I ) 474000 Far 474333
MO1\{BASA

Kerugoya Branch:
P.O. Box 1020
Tel: (060) 21893 Far 21833
KERTIGOYA

Nyeri Branch:
P.O. Box 246
Tel' (061 ) 2034348 Fax 2032189
NYERI

lllarsabit Branch
Tel:0775 475925
NIAll.SABI'I'

Malindi Branch:
P.O. Box 5196
'fel: (042) 30599 Fu<20512
MAt-.INDI

Mrrirkani Branch:
P O. Box 90563
Tel: (041 ) 33425, F'ar 33430
MOMBASA

tlkunda Branch: Taita Taveta
P.O. Ilox 90563 'fel: (M3) 5352228
lel (040) 3203248Fax3203248 Far: (043) 5352124
MOMBASA MOMBASA

IGbarnet Branch:
P.0. Box 442
'Iel. (053) 22354 Fax 2 I 130
KAI}ARNE,T

Molo llranch:
P.O. Ilox 4199
l'ef: (051) 721561 Fur721097
MOI,O

Nandi llills llranch:
P.O. Box 321
lcl : (053) 643 I 46 l;'ax 643 I 46
NANDI IIILI"S

l,odwar
I'O Box
l,odwar

Nyahururu Branch
P.O. Box 342
lel: (065) 32251 Fax32857
NYAIII.IRI.IRTI

Narok Branch:
P.O Box 634
'Iel: (050) 22030 I:u<222425
NAROK

Iten Branch

Eldama Ravine Branch
P.O. flox
Eldams Rrvine
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NE TBANK BRANCHES (continued)

Busia Branch:
P.O. Box 183

Tel: (055) 22278 Fu<22157
BTISIA

Kisumu Branch:
P.O. Box 183
Tel: (057)2023955 Fax 2021358
KISI.IMTI

Luanda Branch:
P.O. Box 859
Tel: (057) 35 1230 Fa.r 35 1232

LTIANDA

Bomet Branch:
P.O. Box 778
Tel' (05 I ) 22439 F ax 22440
LITEIN

Kehancha Branch
P.O. Box 207
Kehancha

Homa Bay Branch:
P.O. Box 203
Tel: (054) 22388 Fap<21466
HOMA BAY

Mumins Branch:
P.O. Box 523
Tel: (056) 641410 Fax 641233
MTIMIAS

Kakamega Branch:
P.O. Box2444
Tel: (056) 30630 Fax 31069
KAKAMEGA

Siaya Branch:
P.O. Box 203
Tel: (057) 321213 Fu<321213
SIAYA

P.O.
Tel: (055)

Suna -
P.O. Box
Tel: (059)
MIGORI

Bondo Branch
P.O. Box 183
BONDO

Kisii Branch:
P.O. Box 740
Tel: (058) 30800
KISII

Fax

Webuye Branch:
P.O. Box l0l4
Tel: (055) 41027 Far 41025

wEBLllT

Kericho Branch:
P.O. Box l03l
Tel: (052) 30378 Fax 32 I I 5

KERICHO

Nyamire Branch
F0 Box 364
Nyamira

Sare Awendo
P. O. Box 183
Tel: (059) 43417 Fu<43417
AWENDO

MBITA BRANCH

Oyugis Branch
P.O Box 1986

Oyugis

Keroke
P.O. Box 138
Tel: (058) 520037
KEROKA

t\

P'age

II
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