
_--re oF{ENvi

OFFICE OF THE AUDITOR.GENERAL

L:,'trhctnt irr- .-t rrtrt rr tu h ilitt

REPORT

\f,i+';$lill'
OF

THE AUDITOR.GENERAL

ON

CBNTRAL BANK OF KENYA

FOR THE YEAR ENDEI)
30 JUNE,2025

i

frm?#tr';



--

t



t

IVEDREC E

vl
P.

REcoRDs oFFIca
I u stP ?0t5

CEI{TRALBAXK OF KEWA

AXXUAL REFORT
AT{D

FIIIAIIC|AL ATATEIEflTI

FORTHEYEAR EI{OED
!0 Jul{E 202!



CENTRAL BANK OF KENYA
AI{NUAL REPORT AND FINANCIAL SrATElrEtr(TS
FOR T}{E YEAR ENDEO 30 JtnrE 2025

COiITENTS

B.nft lnhm.[on

StEtsnant of Co.Doil. Govcmancc

RGnod oft c Dfrccb'l

S't$arn nt dlXltciol!' R.tpom&fitir'

R.port of fi. tudllor- G.ncrd

Fturl rebl SEEm.nt!:

thtrlnrfit of Ploft or L6c and OthcI Conprchcmrtn lruonro

Stdam.nt of Flnanc,id Po@n

Strtun nt ot Chfffa! ln Equry,

$d.rrl.r{ of Crlrh Ft m

iloba to h. Flnm&l Stetsrn rili

PAGE

1-2

3-E

s

t0

tt

12

13

't+16

It
17-33



CENTRAL BANK OF KENYA
BANK INFORMATION
FOR THE YEAR ENOED 30 JUNE 2025

BOARD OF DIRECTORS

Mr. Andrew Musangi
Or. Kamau Thugge
Or. Chris Kiptoo
Mr. Samson Cherutich
Mrs. Nelius W. Kariuki
Mrs. Rachel Dzombo
Mr. Ravi J. Ruparel
FCPA. Sophie Njeri Moturi
CPA. Abdullahi M. Abdi, PhD
Ms. Beatrice Kosgei
Mr. Oavid Simpson Osawa Owuor

Chairman
Governor
Principal Secretary. The National Treasury
Member (Retired on 4 December 2024)
Member (Retired on 4 December 2024)
Member (Retired on 4 Oecember 2024)
Member (Retired on 4 Oecember 2024)
Member (Appointed on '12 May 2025)
Member (Appointed on '12 May 2025\
Member (Appointed on 12 May 2025)
Member (Appointed on 12 May 2025)

Governor
Oeputy Governor
Oeputy Governor (Appointed on 9 December 2024)

Oirector - Governor's Office (Board Secretary)
Oirector - Central Bank of Kenya lnstitule of Monetary Studies (Retired on
21 August 2025)
Director - Financial Markets Department
Direclor - Bank Supervision Department (Retired on 6 October 2024)
Oireclor - Bank Supervision Oepartment (Appointed on 12 May 20251
Direclor - General Services Department
Oireclor - Human Resource and Administration Department
Director - Banking & National Payments Department
Oireclor - Finance Department
Director - lntemal Audil and Risk Management Department
(Appointed on 23 May 2025)
Direc-tor - Research Department
Direclor - lnformation Technology Oepartment
Oireclor - Cuffency Operations Department (Retired on 1 1 November 2024)
Oirector - Currency Operations Department (Appointed on 23 May 2025)
Head- Strategic Management Department
Oireclor-Branch Administration Department

REGISTERED OFFICE AND PRINCIPAL PLACE OF BUSINESS

Cenlral Bank of Kenya Building
Haile Selassie Avenue
P.O. Box 60000
00200 Nairobi, Kenya
Tel.(+254) (020) 2860000

BRANCHES

SENIOR MA AGEHENT

Dr. Kamau Thugge
Dr. Susan Koech
Mr. Gerald Nyaoma

HEAOS OF DEPARTMENT

Mr. Kennedy Abuga
Mr. \Mlliam Nyagaka

Mr. David Luusa
Mr.Gerald Nyaoma
Mr. Josiah Mugo
Mr. Stephen Muriu
Ms. Darliah M. Mbugua
Mr. Michael Eganza
Ms. Caroline Mackola
Mr. Leonard Ouma

Prof. Robert Mudida
Or. Walter Onyino
Mr. Paul Wanyagi
Mr. Evans Muftai
Mr. George Amollo
Mr. Kibunyi Amdany

Mombasa Branch
Central Bank of Kenya Building
Nkrumah Road
P.O. Box 86372
80100 Mombasa

Kisumu Branch
Central Eank of Kenya Building
Jomo Kenyatta Highway
P.O. Box 4
40100 Kisumu

Eldoret Branch
Kiptagich House
Uganda Road
P.O. Box 2710
30100 Eldoret
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CENTRAL BANK OF KENYA
STATEMENT OF CORPORATE GOVERNANCE
FOR THE YEAR ENDEO 30 JUNE 2025

'1. Statement ot Corporato Goyomancs

The Central Bank of Kenya (the "Bank'/'CBK') is wholly owned by the Government of Kenya. The
Bank is established by and derives ils authority and accountability from Article 23'l of the
Constitution of Kenya. The Bank is committed to maintaining the highest standards of integrity,
professionalism and ethics in all its operations.

'l.'l. Board of Dirsctor!

The Central Bank of Kenya Act (the 'Act') provides thal the Board of Oirectors (the 'Board') shall
be composed of a Chairperson, a Governor, Principal Secretary to The National Treasury who is a
non-voting member and eight Non-Executive Directors. The law requires that the President
appoints the Chairman and Governor after a competitive process and approval of Parliament. Other
than the Principal Secretary to The National Treasury who is an ex-omcio member, all the Non-
Executive Directors of the Board are algo appointed by the President with the approval of
Padiament. All the Board members are appointed for a term ot four (4) years each and are eligible
for reappointment for a term of four (4) years provided that no Board member holds offce for more
than two (2) terms.

All the Non-Executive Directors are independent of management and free from any business or
other relationship, which could interfere with the exercise of their independent oversight.

The Board meets once every two (2) months and has a formal schedule of agenda items due for
deliberations. The Oirectors are given appropriate and timely information to enable them to provide
and maintain full and effective direclion and control over sfategic, financial and operational issues
of the Bank. The Board is not involved in lhe conduct of day-to-day business as this is the
responsibility of the Govemor. However, it retains the responsibility of oversight.

The table below shows the Board of Directors' appointment dates and contract end dates.

No Name Position Discipline Date of Appointment Contract end
date

1

2

Mr. Andrew Musangi Chairman Lawyer September 2023 8 September
o27

19 June 2024 18 Ju e 2027Dr. Kamau Thugqe Govemor Economist
3 Principal Secretary/

Ihe National Treasury
Executive
Officer

Economist Permanent Permanent

4 Mrs. Netius Kariuki Member-
(Retired)

Economist Reappointed on 5
Decomber 2020

4 Oecember
2024

5 Mr. Ravi Ruparel Member-
(Retired)

Financial Sector
Expert

Reappointed on 5
December 2020

Oecember
024

Mr. Samson Cherutich Member-
(Retired)

Accountant Reappointed on 5
December 2020

n
2

Oecember
o24

7

I

Mrs. Rachel Dzombo

FCPA. Sophie Njeri
Moturi

Member-
(Retired)

Management
Expert

Reappointed on 5
December 2020

Oecember
024

Appointed on '12 May
2025

11 May 2029Member Accountant

9 CPA. Abdullahi M
Abdi, PhD

Member Finance and
Sfateqv ExDert

Appointed on 12 May
2025

1 1 May 2029

10 Ms Beatrice Kosger Member Legal Expert Appointed on 12 May
2025

11 May 2029

11 Mr. David Simpson
Osawa Owuor

Member lnformation
Technology
Exoert

Appointed on 12 May
2025

11 May 2029
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CENTRAL BANK OF KENYA
STATEMENT OF CORPORATE GOVERNANCE (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2025

1.l.Boud of DiroctoB (contlnuod)

The Members of the Board (all Kenyans) in the year ended 30 June 2025, the number of meetings
held in the year and their attendance were as follows:

No Name ,o
loiscicline

Meetings
Attended

1 Mr. Andrew Musanqi Chairman lLawyer 6
z Dr. Kamau Thuqqe Governor lEconomist 6
3 Principal Secrelary/ The

National Treasury
Executive Officer 

lEconomist
2

1 CPA. Abdullahi M. Abdi, PhD Member lFinance and Strateqy 2
5 Ms. Beatrice KosEei ember al

ember lnformation Technology
rt

2
D Mr. David Simpson Osawa

Owuor
2

7 FCPA. Sophie Nieri Moturi Member lAccountant 2
I Mrs. Nelius Kariuki Member-(Relired) lEconomist 4
I Mr. Ravi Ruparel Member-(Relired) lFinancial Sector Expert 4
10 Mr. Samson Cherutich Member-(Retired) lAccountant 4
1'l Mrs. Rachel Dzombo Member-(Retired) lManagement Expert 4

sition

The remuneration paid to the Oirectors for services rendered during the financial year 2024/2025 is
disclosed in Note 28 to the financial statemenls. The Non-Executive Directors are paid a monthly
retainer fee and a sitting allowance for every meeling attended. There were no loans to Non-Executive
Oirectors during the year while Execulive Direclors are paid a monthly salary and are eligible for staff
loans.

The remuneration paid to the Directors for services rendered during the financial year 202412025 is
disclosed in Note 28 to the financial statements. The Non-Executive Directors are paid a monthly
retainer fee and a sitting allorance for every meeting ailended. There were no loans to Non-Executive
Directors during the year while Executive Oirectors are paid a monthly salary and are eligible for staff
loans.

1.2. Socrotary to tho Board

The Board Secretary provides technical and secretarial services as well as corporate governance and
logistical support to the Board. He facilitates eficient policy making interface with policy
implementation. The Board Secretary also advises the Board on legal matters. ln conjunction with the
Chairman, the Board S€cretary ensures good and timely informalion flovy among the Board members,
the Board Commitlees and Management. All members of lhe Board and Management have access to
lhe Board Secretariat services

4



CENTRAL BANK OF KENYA
STATEMENT OF CORPORATE GOVERNANCE (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2025

1.3. Audit Risk and Stratogy Committoo (ARSC) (Prsviouly Audit Committoo)

The members of the Audit, Risk and Strategy Committee in the year ended 30 June 2025 were Mr.
Samson K. Cherutich (Chairman), Mr. Ravi J. Ruparel, Mrs. Nelius W. Kariuki and Mrs. Rachel
Dzombo who all retired on 04 Oecember 2024. FCPA Sophie Nreri Moturi (Chairperson), CPA
Abdullahi M. Abdi, PhD, Ms. Beatrice Kosgei and Mr. Oavid Simpson Osawa Owuor were appointed
to the Committee on 27 June 2025. The members are all Non-Executive Oireclors with experience
in Accounting, Auditing, Finance and Management. The Committee meets once every two (2)
months and as necessary. The Terms of Reference of the Audit, Risk and Strategy Committee
cover five (5) major areas, namely: lnternal Control System, Risk Management, Financial Reporting
and Relaled Reporting Practices, External and lnternal Audits.

The Audit, Risk and Strategy Committee's mandate, under lntemal Control, includes ensuring that
intemal control and risk management is planned, structured and implemented at the Bank. The
Committee also ensures that internal and extemal audit recommendations where applicable, are
implemented.

The Audit, Risk and Strategy Committee mandate relating to Financial Reporting and Related
Reporting Practices includes review of the annual financial statements of the Bank, the external
auditor's opinion and their comments on intemal conlrols and other observations. The Committee
also reviews significant accounting and reporting issues and their impact on financial reports and
legal matters that could significantly impact on the financial statements, among other financial
reporting responsibilities.

VMth regard to Extemal Audit, the Audit, Risk and Strategy Commitlee reviews the exlernal audilor's
proposed audit scope. approach and audit deliverables, and reviews the financial statements
before submission to the Board for consideration and approval.

The Committee's mandate on lntemal Audit covers review ot the activities and resources of the
intemal audit function, including the effectiveness, standing and independence of the internal audit
function within the Bank. lt also covers review of the intemal audit plan and follow up of the
implementation of intemal audit findings and recommendations. The Audit, Risk and Strategy
Committee reports to the Board of Directors on the standing and independence of the internal audit
function within the Bank. The Audit, Risk and Strategy Committee also reports to the Board of
Oirectors on intemal audit scope, approach and deliverables.

The Committee's mandate on lntemal Audit covers review of the aclivities and resources of the
intemal audit function, including the efiectiveness, standing and independence ofthe intemal audit
funclion r rithin the Bank. lt also provides oversight over risk management activilies and
implementation status of the strategic plan in the Bank.

The Committee Members' positions, disciplines and number of meelings attended for the year
ended 30 June 2025 were as followsl

Name Position Discipline Meetings
Attended

No

1 FCPA. Sophie Nieri
Moturi

Member- Chairman Accountant 2

2 CPA. Abdullahi M. Abdi,
PhD

Member Finance and Strategy
Expert

2

3 Ms. Beatrice Kosoei Member Leoal ExDert 2
4 Mr. David Simpson

Osawa Owuor
Member lnformation Technology

ExDert
2

5 Mr. Samson Cherutich Chairman -(Retired) Accounianl 8
5 Mr. Ravi Ruparel Member - (Retired) Financial Sector Experl 8
I Mrs. Nelius Kariuki

Mrs. Rachel Dzombo
Member - (Retired)
Member - (Retired)

Economist
Manaqement ExDert

8
IB



CENTRAL BANK OF KENYA
STATEMENT OF CORPORATE GOVERNANCE (CONTINUEO)
FOR THE YEAR ENDED 30 JUNE 2025

1.4. Hum.n Rolourco3 AdminEtration and lnfometion Tochnology Commlttoo (HRITC)
(Provloully Humen Re.ourco. Commltteo)

The members of the HRC in the year ended 30 June 2025 $rere Mrs. Nelius Kariuki (Chairperson),
Mr. Samson Cherutich, Mrs. Rachel Dzombo and Mr. Ravi Ruparel who all relired on 04 Oecember
2024.Ms. Beatrice Kosgei (Chairpe6on), CPA Abdullahi M. Abdi, PhD, FCPA Sophie N.ieri Moturi
and Mr. David Simpson Osawa Owuor were appointed to the Committee on 27 June 2025. The
members are all Non-Executive Oirectors with experience in Accounting. Management and
Business.

The HRITC of the Board performs an advisory role to the Bank's Board in the futlilment of the
following oversight responsibilities:

a) Monitor the lormulation and implementation of Human Resources Policies in the Bank;
b) ln relation to stafi matters, they ensure the Bank's compliance with the Kenyan Constitution,

Laws of Kenya, CBK regulations and its own code of conduct,
c) Perform any other Human Resources related funclions as assigned by the Board;
d) Monitor the implementation of Board resolutions relating to the HRITC of the Board,
e) Monitor the formulation and implementation of ITD policies and frameworks in the Bank; and
0 Monitor the implementation of lT strategic initiatives and transtormation joumey.

The goal of the committee is to drive the HR and lT functions at the Bank to attain besl in class
global standards.
The members of the Human Resources Administration and lnformation Technology Committee in
the yearended 30 June 2025 and theirattendance ofthe meetings h6ld in the year were as follows:

No Name Position Discipline Meetings
attended

1 FCPA. Sophie Nieri
Moluri

I Member Accountant

2 CPA. Abdullahi M
Abdi, PhD

i Member Finance and Strategy
Expert

3 Ms. Beatrice Kosgei I Memb€r Legal Expert

4 Mr. Oavid Simpson
Osawa OfiJor

Member lntormation Technology
Expert

5 Mrs. Nelius Kariuki Chairperson -
(Retired)

Economist 3

l Mr. Samson Cherutich Member-(Retired) Accountanl 3
7 Mrs Rachel Dzombo Member-(Retired) Manaoement Exoert 3

B Mr Ravi Ruparel Member{Retired) Financial Sector Expert 3

1.5, monotary Pollcy Commitb€ (UFC)

Section 4O ofthe Central Bank of Kenya (Amendment) Act 2008 establishes the Monetary Policy
Commitlee (MPC). The MPC is responsible forformulating monetary policy and is reguired to meet
at least once every two (2) months. The MPC comprises the:

0
ii)
iii)

Govemor who is the Chairman
The Deputy Govemor who is the Deputy Chairperson
Two (2) members appointed by the Govemor from the CBK O, the t'./o members

a) one shall be a person with executive responsibility withrn he Bank br monetary analyses and;
b) one shall be a person wth responsibility within the Bank hr monetary policl operations

iv) Four (4) enemal members appointed by the Cabinet SecrEtary br The National TGasury
v) Pnncipal Secretary br the Natronal Treasury or his RepEsenhtive, rifio is a non voting member

External members of the MPC are appointed for an initial period of three (3) years each and may
be reappointed for another final term of three (3) years. The quorum for MPC meetings is five (5)
members, one of whom must be the Chairman or Oeputy Chairperson. At least once every six
months the MPC submits a report on its activities to the Cabinet Secretary for the National
Treasury, and the Cabinet Secretary lays a copy of each report before the National Assembly.



CENTRAL BANK OF KENYA
STATEMENT OF CORPORATE GOVERNANCE (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2025

1.5 onet ry Pollcy Committeo (mPC) (continued)

The MPC held seven (6) meetings in the year ended 30 June 2025. and attondance was as follows

Notor:! Appointed Oeputy Govemor of the CBK on December 9, 2024.
2 The second term as external Memb€rs of the MPC ended on August 23, 2024
3 Appointed as extemal Members of the MPC efective hom August24,2024.

1-6. f,lsnagomontStructurc

The positions of Governor and Deputy Governors are set out in the CBK Act Cap 491 ofthe Laws
of Kenya. The Govemor and the Deputy Governors consttute the Central Bank's Senior
Management. As the Chief Executive of the Bank, lhe Governor assigns duties to the Deputy
Govemors.
There are 14 heads of departmenl who lead the key departments of the Central Bank of Kenya,
using slruclure, oversight, govemance and conlrol of the key areas. Senior Managemenl and
departmental heads have frequent meetings in the running of the Bank, many of these meetings
organised in structured frameworks to ensure clarity, transparency and success of the outcomes.

1.7. Code of Ethica

The Bank is committed to the high$t standards of integrity, behaviour and ethics. A formal code
of ethica for all employees was approved by the Board and is fully implemented. All employees of
the Bank are expected to avoid aclivities and financial interests, which could give rise lo conflict of
interest with their responsibilities in the Bank. Strict rules of conduct embedded in lhe Staff Rurss
and Regulat/p.ns and the Employment Act 2007 apply lo lhe entire Bank's slaff.

1.8. lntomal Control3

The Management of the Bank has put in place a system of intemal control mechanisms to ensure
the reporting of complete and accurate accounting information. Procurement of goods and services
is strictly done in accordance with the PuOrc Procurement & Assel O,sposa, Acl, 2015 and
Regulalions,2020. ln alloperational areas ofthe Bank, workllows have been structured in a manner
that allows adequale segregalion of duties.

7

No Name Position Discipline Meetings
Attended

Or. Kamau Thugge, CBS Chairman Economist 6

2 Or. Su3an Koech Deputy Chairperson Executive Banking
Govemance and
Strateqy

6

3 Mr. Gerald Nyaoma! DeoutY Chairperson Economist 3
4 Dr. Maroaret Chemenoich2 Member (Extemal) Economist 1

5 Prof. Jane Kabubo-Mariaraz Member (Extemal) Economist 1

6 Prof. Benson AtenE'2 Member (External) Economist '|

7 Mr. Humohrev Muoa2 Member (Extemal) Economist 1

I Ms. lsis Nyong'or Member (External) Finance and
Technoloqy

3

I Dr. Kemboi Kipruto3 Member (External)

Member (External)
Economist 4

10 Dr. Freshia Mugo3 Finance 3

11 Mr. Jared Osorol Member (External) Economist 4
'12 Mr. Musa Kathanie Representative of

the Pnncipal
Secretary. The
Nalional Treasury

Economist 6

13 Mr. David Luusa Member (lnlernal) Economist 6
14 Prof. Robert Mudida Member (lnternal) Economist 6



CENTRAL BANK OF KENYA
STATEMENT OF CORPORATE GOVERNANCE (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2025

1.9. Authoriz.don3

All the expenditure of the Bank must be aulhorized in accordance with a comprehensive set of the
Bank policies and procedures. There is an annual Budget and Procurement Plan approved by Senior
Management and the Board before commencement of the linancial year. The Board of Directors
receives regular management accounts comparing actual outcomes against budget as a means of
monitoring actual financial performance of lhe Bank.

1.10. lntemal Audit and REk llanagemonl

The intemal audit tunction and risk oversight is performed by lntemal Audit and Risk Department.
The department is responsible for monitoring and providing advice on the Bank's risk and audit
ftamework. All reports of lnternal Audit Oepartment and Risk Management Unit are availed to the
Audit, Risk and Strategy Committee of the Board.

1.11. Tranaparoncy

The Bank publishes an Annual Report, Monthly Economic Review, Weekly Releases, Statistical
Bulletin and Bi-annual Monetary Policy StatemenB. ln addition, the Bank issues policy briefs to
The National Treasury on both the Monetary and Fiscal policies. On an annual basis, the Financial
Stalements of the Bank are published in the Kenya Gazette and placed in the Bank's website.

2.0. FinancialPorformancs

The Bank's financial performance is primarily affected by the Monetary Policy stance adopted,
interest rates and changes in exchange rate. The Bank's financial performance is presented on
page 12 to 16 of these financial statements.

During financial year ended 30 June 2025, the Bank recorded a net surplus of KShs 65,889 million
compared to a net deficit of KShs 24,342 million in the financial year ended 30 June 2024. The
nel surplus includes an unrealized exchange gain of KShs 13,E82 million (2024. u realized
exchange loss of Kshs 73,555 million). The surplus is included as part of the General Reserve
Fund

During the financial year ended 30 June 2025, the Bank's operating surplus was KShs 52,007
million (2024: KShs 49,213 million) due to higher average relurns on the securities portfolio and
deposits. An unrealised foreign exchange gain of KShs 13,882 million was recorded during the
year ended 30 June 2025 (2024: loss of KShs 73,555 million) mainly due to the strengthening of
the British Pound and Euro against the Kenya Shilling. The Bank also recorded a fair value gain
on fixed income securities held at fair value through other comprehensive income (FVOCI) of
KShs 4,963 million (2024: gain of KShs 9,69'l million) as a result of higher market prices. The gain
recorded during the year has been presented in other comprehensave income.

ln addition, an actuarial gain on retjrement benefit asset of KShs 720 million (2024: gain of KShs
337 millaon) was also recorded.

The Bank's assets increased to KShs 2,279,E02 million (2024: KShs 1,960,317 million) mainly
attributed to an increase in balances due to banking institutions, debt instruments and advances
on programs for on-lending to the Govemment of Kerya moderated by a decrease in securities
and advances to banks. Liabilities increased to KShs 1,837,243 million (2024: KShs 1,560,359
million) mainly due to an increase in IMF liabilities and deposits due to Banks.

o



CENTRAL BANK OF KENYA
REPORT OF THE DIRECTORS
FOR THE YEAR ENDEO 30 JUNE 2025

The DirectoB submit their report together with the audited financial statements for the year ended 30
June 2025, which shorvs performance ol the Bank during the year and the state of affai13 of Central Bank
of Kenya (the 'Bank'fCBK) as at the year end.

t. titcoRPoRATto[

The Bank is established under Article 231 of the Constitution of Kenya, 2010

2. PRINCIPALACTIVITIES

The Bank is established and administered under the Constilulion of Kenya. 20'10 with lhe principal
objeclive of formulating and implementing monetary policy directed at achieving and maintaining
stability in the general level of prices. lt is also the responsibility of the Bank to foster liquidity,
solvency and proper funclioning of a stable markeGbased financial system. The Bank also acts as
banker, advisor and fiscal agent of the Govemment of Kenya.

3. RESULTS AND SURPLUS

The surplus for the yearwas KShs 65,889 million (2024: delicil of KSrc24,342 million) made up of
KShs 52,007 million (2024: KShs 49,2'13 million) operating surplus and KShs 13,882 million
unrealized gain (2024: loss of KShs 73,555 million). The surplus has been included as part of the
General Reserve Fund. The directors recommend a transfer of operational surplus in the year to 30
Juna 2025 of KShs Nil (2024: KShs 30,000 million) to the Consolidated Fund.

4. BOARD OF DIRECTORS

The members of the Board of Oirectors who seNed during the year and up to the date of this report
are listed on page '1.

5. AUDITOR

The Auditor General is rcsponsible for the statutory audit of the Bank's Financial Statements in
accordance with Section 35 of the Public Audit Act, 2015.

By Order of the Board

9



CENTRAt, BANK OF KI]NYA
STATEMENT OF DIRECTORS' RI'SPONSI BII,Tf IES
[.OR HE YEAR ENDED 30 JUNI' 2025

The DirecloB are responsible for the preparalion of financial statements br eacrl fnancial year thal give a
Eue and hir vierrv ot the state of afiaiB of the Bank as at lhe end of the financial year and ot the Bank's
financial perfomance. The Directors also ensure that the Bank keeps proper accouriing records that
disclose, with reasonable accuracy, the financial position of the Bank. They arc also responsible ior
saftguarding the assets of the Bank.

The Direclors accept responsibility for the preparation and fair presenlation of financial statements that are
fce from material misstatements whether due to fraud or eror. They also accept r$ponsibility for:

(i) designing, implementing and maintaining intemal control necessary to enable the preparation of
linancial statements lhat are free from material misstaternents, whether due to fraud or enor;

(ii) selecting and applying appropriate accounting policies; and

(iii) making accounting estimates and judgments that are reasonable in the circumstances

The Direclors arc of the opinion that the linancial statements give a bue and fair view of the state of the
financial position of the Bank as at 30 June 2025 and of the Bank's financial porbmance and cash florvs for
the year then ended in accordance with lnternational Financial Reporting Standards as issued by the
lntemational Accounting Standards Board and the requirements of the Cental Bank ol Kenya Act.

Thes€ fnancial statements are prepar€d on a going concem basis, taking into accounl the legal mandate
and responsibilities of the Bank, in parlicular its monetary policy, fnancial stability and payment system
leadership.

Approved by the Board of Oireclors and signed on its behalf by

Mr. Andrew Musangi
Chairman of the Board

Dr. Kamau Thu
Govemor

19 September 2025 '19 September 2025

10



REPUBLIC OF KENYA

Telephone: +254-(20) f 214ooo

Email: info@oagkenya. go.ke
W3f ite:www.oa9kenya.9o.ke

HEADOUARTERS
Anniversary Towers

Monrovia Street
P.O Box 3oo84-ooroo

NAIROBIOFFICE OF THE AUDITOR.GEI{ERAL

l.rthttt, tt,i lt r utrtrt,,t/vlitt

REPORT OF THE AUDITOR-GENERAL ON CENTRAL BANK OF KENYA FOR THE
YEAR ENDED 30 JUNE, 2025

PREANIIBLE

I draw your attention to the contents of my report which is in three parts:

A. Report on Financial Statements that considers whether the financial statements are
fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements,

B. Report on Lawfulness and Effectiveness in the Use of Public Resources which
considers compliance with applicable laws, regulations, policies, gazette notices,
circulars, guidelines and manuals and whether public resources are applied in a
prudent, efficient, economic, transparent and accountable manner to ensure the
Government achieves value for money and that such funds are applied for the
intended purpose, and,

C. Report on Effectiveness of lnternal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, risk
management environment and internal controls, developed and implemented by those
charged with governance for orderly, efficient and effective operations of the entity.

An Unmodified Opinion is issued when the Auditor-General concludes that the financial
statements are fairly presented in accordance with the applicable financial reporting
framework. The Report on Financial Statements should be read together with the Report
on Lawfulness and Effectiveness in the Use of Public Resources, and the Report on
Effectiveness of lnternal Controls, Risk Management, and Governance.

The three parts of the report aim to address the Auditor-General's statutory roles and
responsibilities as provided by Article 229 of the Constitution, the Public Finance
Management Ac|,2012, and the Public Audit Act, 2015. The three parts of the report
when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Opinion
I have audited the accompanying financial statements of Central Bank of Kenya set out
on pages 12 to 93, which comprise the statement of financial position as at 30 June, 2025
and the statement of profit or loss and other comprehensive income, statement of
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changes in equity, statement of cash flows for the year then ended and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. I have obtained all the information and explanations which to the best of my
knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, the financial statements present fairly, in all material respects, the financial
position of Central Bank of Kenya as at 30 June, 2025 and of its financial performance
and its cash flows for the year then ended, in accordance with lnternational Financial
Reporting Standards (IFRS) and comply with the Central Bank of Kenya Act, Cap 491 of
the Laws of Kenya and the Public Finance Management AcL,2012.

Basis for Opinion

The audit was conducted in accordance with lnternational Standards for Supreme Audit
lnstitutions (lSSAls). I am independent of the Central Bank of Kenya Management in
accordance with ISSAI 1 30 on the 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 a basis for
my opinion.

Key Audit Matters

Key audlt matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

Other Matter

Constitution of Board of Directors

During the year under review, the Bank had in place four (4) Non-Executive Directors
whose term expired on 4 December,2024 after which the Board operated without any
Non-Executive Directors up to 12 May,2025 when four (4) new Non-Executive Directors
were appointed. Consequently, the Bank operated without any Non-executive Directors
for a period of over five (5) months. This rendered the Board incapable of legally making
decisions due to lack of quorum as provided for in Section 12(2) oI lhe Central Bank Act,
Cap 491 which states that, a quorum for any meeting of the Board shall be the
Chairperson, the Governor and three Directors.

Further, although at the time of audit in August, 2025 five (5) Non-Executive Directors
had been appointed, the Bank continued to operate without a fully constituted Board
during the year under review, contrary to Section 11(1Xd) of the Central Bank Act, Cap
491 which provides for eight (8) Non-Executive Directors. There was no amendment to
the Cenkal Bank of Kenya Act to provide for a reduction in the number of Directors.
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My opinion is not modified in respect of this matter

Other lnformation

The Directors are responsible for the other information set out on page 1 to 10 which
comprise of the Bank's information, Statement of Corporate Governance, Report of the
Directors and Statement of Directors' Responsibilities. The Other lnformation does not
include the financial statements and my audit report thereon.

ln connection with my audit on the Bank's financial statements, my responsibility is to
read the other information and in doing so, consider whether the other information is
materially inconsistent with the financial statements or my knowledge obtained in the audit
or othemise appears to be materially misstated. lf based on the work I have performed, I

conclude that there is a material misstatement of this Other lnformation, I am required to
report that fact. I have nothing to report in this regard.

My opinion on the financial statements does not cover the Other lnformation and
accordingly, I do not express an audit opinion or any form of assurance thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusio n

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the effects of the matter described in the Basis for Conclusion on
Lawfulness and Effectiveness in the Use of Public Resources section of my report, I

confirm that nothing else has come to my attention to cause me to believe that public
resources have not been applied lawfully and in an effective way.

Basis for Conclusion

Direct Deduction of Agency Fees on Government Securities

The statement of profit or loss and other comprehensive income reflects an amount of
Kshs.3 Billion in respect of fees and commissions which, as disclosed in Note 6(a) to the
financial statements relates to income the Bank earned from the Government of Kenya
through the Bank's agency role in the issuance of Treasury Bills and Treasury Bonds.
However, it was noted that the Bank deducted its commission at source and remitted net
proceeds to the Exchequer, contrary to Article 206(1)(a) of the Constitution and Section
17 (2) ot the Public Finance Management Acl, 2O12, which require all money raised or
received by or on behalf of the national government to be paid into the Exchequer Account,
except money that is reasonably excluded from the Fund by an Act of Parliament. Further,
although the Agency Agreement provides that The National Treasury and the Bank should
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agree on the commission and method of payment, no evidence of an agreed payment
method was provided for review.

ln the circumstances, Management was in breach of the law

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require that I comply with ethical requirements and plan and perform the audit to obtain
assurance about whether the activities, financial transactions and information reflected in
the financial statements comply in all material respects, with the authorities that govern
them. I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the effects of the matter described in the Basis for
Conclusion on Effectiveness of lnternal Controls, Risk Management and Governance
section of my report, I confirm that nothing else has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.

Basis for Conclusion

Human Resource Practices

Review of the Human Resource practices within the Bank revealed instances of non-
compliance with both statutory requirements and the Bank's internal Human Resources
Policy. Key issues include the failure to obtain necessary advisory input from the Salaries
and Remuneration Commission regarding the Bank's job families/groups, salary structure
and allowances. Further, non-adherence to internal Human Resources policies was noted
in staff promotions, specifically concerning placement on salary scales and promotions to
non-succeeding grades. ln addition, there were instances during the recruitment
processes where shortlisted or successful candidates did not fully meet the mandatory
experience or service period requirements even though they were previously acting in the
positions they were subsequently appointed to. There were concerns regarding
anomalies in the secondment of the Bank's employees to other entities, particularly the
non-reimbursement of substantial salary costs by various institutions, secondment
periods exceeding the prescribed limits and the employment status and legal compliance
for seconded officials.
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ln the circumstances, the matters collectively present a nsk of constitutional and legal
breaches, potential financial losses due to unrecovered costs and weaknesses rn the
control environment governing Human Resources.

The auditwas conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal controls, risk Management and overall governance
were operating effectively in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of the Management and Board of Directors

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Financial Reporting Standards (IFRS) and
for maintaining effective internal controls as Management determines is necessary to
enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error and for its assessment of the effectiveness of internal
controls, risk management and governance.

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 concem basis of accounting unless Management
is aware of the intention to cease operations.

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

ln addition to the responsibility for the preparation and presentation of lhe financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements
comply with the authorities which govern them and that public resources are applied in
an effective way.

The Board of Directors is responsible for overseeing the Bank's financial reporting
process, reviewing the effectiveness of how Management monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relataon to governance
and risk management, and ensuring the adequacy and effectiveness of the control
environment.

Auditor-General's Responslbllities for the Audit

My responsibility is to conduct an audit of the financial statemenls in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
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lnternational Standards for Supreme Audit lnstitutions (lSSAls). The standards require
that, in conducting the audit, I obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the Public Audit Act, 2015. 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 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
stetements.

ln conducting the audit, Article 229(6) of the Constitution also requires that I express a
conclusion on whether or not in all material respects, the activities, financial transactions
and information reflected in the financial statements are in compliance with the authorities
that govern them and that public resources are applied in an effective way. ln addition, I

consider the entity's mntrol environment in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7 (1) (a) of the Public Audit Act,
2015.

Further, I am required to submit the audit report in accordance with Article 229(7) ol lhe
Constitution.

Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at: httos://www.oaokenva.qo.ke/auditor-qenerals-
resoonsibilities-for-audiU. This description forms part of my auditor's report

FCPA CBS
AUDITOR.GENERAL

Nairobi

Date: 29 September, 2025
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CENTRAL BANK OF KENYA
STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENOED 30 JUNE 2025

Notes

6(a)
6(b)
7(a)

I
9(a)

9(c)

56,042

3,000
9,68,,1
1,453

57,1U

3,000
9,092
1,387

4
5

2025
KShs' million

08,569
(10,527)

2024
KShs' million

63,630
(6,526)

lnter6l income
lnteresl cxpense

Net intsresl income

Fees end commi$ion in@me
Nel trading income
Other income

Operating income

lmpairment allovyanc€ on financial assetg
Operating expcnses

Operating surplus before unrealized gain

Un,aalised gain / (loss):
Foreign exchange gar'h / f/oss)

Surplus / (Doficit) for the year

Other comprohensivo income /(loss):

Items that are ot may be subsequently rocrassltrred
to p,otil or loss:

Debt instrument3 at fair value through other
comprehen3ive income:
Net change in fair yalue during the year
Redassafication to income Btatement
Changes in impairment allowance

Items that w l nat bo /Bc/asslFred to prorn or /oss:
Actuarial gain on retirement benefit asset

Other comprehensive income br the year

Total comprehensive income /(lo$) for the year

72,',t79

22
(20,1e4)

70,583

(3,7E2)
(r7,sE8)

52,007

13,882

19,213

(73,ss5)

10(a)
r0(b)

8

65,889

4,963
1,021

8

(21,U2)

9,69r
9,122

73

5,992 18,88E

20 720 337

6,712 15,223

72,601 (5,119)
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CENTRAL BANK OF KENYA
STATEMENT OF FINANCIAL POSITION
FOR THE YEAR ENDED 30 JUNE 2025

Noteg
2025

KShs' million

*E,702
39,565
56,570

3,670

940.478

12
6,822

238
125

24,587
3,942
7 ,258

478,5E2
'165 251

2,279,E02

2021
KShs' million

18/,312
52,550

235,U7
3.627

fi4.824

11

7,117
169
64

29,s83
2,666
5,86'r

409,375
160 3tI

1,960,317

ASSETS
Balances due trom banking institutions
Funds held with lntemational Monetary Fund (lMF)
Securilies and advances to banks
Loans and advanceg
Oebl instruments at fair value through other
comprchensive income
Equity instruments at fair value through other
comprehensive income
Other assets
Gold holdings
Right-of-use assets
Property and equipment
lntangible assetE
Retirement benetit asset
IMF On-Lent to Govemment of Kenya (GOK)
Due from Govemment of Kenya

TOTAL ASSETS

LIABILITIES
Cunency in circulation
Deposits due to banks and Govemmenl
lnvestrnent by banks
Due to IMF
Other liabilities

TOTAL LIABILITIES

EOUITY
Share capital
General raserve fund
Fair value r6s6rve
Revaluation reserve
Consolidated fund

11

12(d)
t3
14

15

16
17(a)
17(b)
1E(a)
18(b)

19
20

21(al
21(b)

22
23(a)
23(b)
r2(b)

?4

25(a)
25(b)
25(c)
25(d)
25(e)

357,015
687 ,521
'106,018

678,940
7,749

333,795
647,035

573,4',t2
6,117

I ,837 ,?43 I ,560,359

80,000
357,334

3,545
21,680

s0,000
300,725
(2,417)
21,680
30,000

TOTAL EOUITY 142,555

TOTAL LIABILITIES AND EOUITY 2,279,802

The financial 3tatements on pages 12 to 93 yrere authorised for is3ue by the Board of Directors on
'19 September 2025 and s its behalf by

399,958

1,960,317

Dr. Kamau Thu
Govemor

Mr. Andrew Musangi
Chairman of the Board
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CENTRAL BANK OF KENYA
STATEMENT OF CHANGES IN EOUITY (GONTINUED)
FOR THE YEAR ENDED 30 JUNE 2025

Yeer ended 30 June 2025

Al1 Juty 2024

SurplG for lh€ year

Net chsnge in tair value of debt instrument at FVOCI
Net amounl reclassified to the income statement on sale
and maturity of debt iBtruments at FVOCI
Net change in impairment allorvanco on debt instruments
at FVOCI
Actuarial gain on retiremenl benefit asget

Other comprehensive income for the year

Total comprchensive income br the year

Additional share capital

Tnnsactkns with owners
- Transfer to consolidated fund
- Pryments od of comolidated fund

At 30 June 2025

Revaluation
rc8erye

KShs'
million

Consolidated
tund

KShs'
million

Notes

20

Share
capital
KShs'

million

General
reserve

KShs'
million

Fair Value
reserve

KShs'
million

Total
KSh3'

million

50,000 300,725 21,680 (2A471 30,000 399,958

65.889 65,889

4,963

1,021

8

4,963

1,02'.1

I
720720

5,992 8,7'12

66,609 5,992 72,e0'l

25(a) 10,000 (10,000)

25(e)
25(e) (30,000) (30,000)

60,000 357,33.1 2t,680 3,545 442,559
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CENTML BANK OF KENYA
STATEMENT OF CHANGES IN EOUITY (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2025

Year ended 30 June 2024

At 1 July 2023

Oeficit h,r the year

Net change in fair value of debt instrument at FVOCT
Net amount reclassified to ttle income statement on sale
and maturity of debt instruments at FVOCI
Net change in impairment allowance on debt instruments
at Fvoct
Ac,tuarial gain on retirefier benefit asset

Other comprehensive income for the year

Total comprehensive (loss) for the year

Addilional share capital

Transactbns with ox/rners
- Transfer lo corEolidated fund
- Payments out of consolidated fund

At 30 June 2024

38,000 366,730 21,680 (21,333) 5,000 410,077

(21,U2) (21,U2)

9,691

9,'122

73

9,691

9,122

73
337337

337 18,886 19,223

(24,005) 18,886 (5,11e)

12,000 (12,000)

(30,000) 30.000
(5,000) (5,000)

50,000 3w,725 21,680 (2,4471 30,000 399,958

Share
capital
KSh3'

million

General
ne8€fve

KShs'
million

Revaluation
te3en e

KShs'
million

Fair Value
reserve

KSfu'
million

Comdidated
tund

KShs'
million

Total
KSh3'

million

Notes

20

25(e)
25(e)
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CENTRAL BANK OF KENYA
STATEMENT OF CASH FLO\'\iS
FOR THE YEAR ENOED 30 JUNE 2025

2025
KShs' million

2024
KShs' million

OPERATING ACTIVITIES

Cash generated from operating aclivities
lnterest received
lnterest paid
lnterest paid on lease liabilities

Cash generated from in operating activities

INVESTING ACTIVITIES

Notes

26

18(a)

89,714
68,569

(10,s27)
(7)

15.212
62,907
(6.526)

(7t

147 .749 71,586

Purchase of property and equipment
Purchase of intangible assets
Procceds from disposat of property and equipment
Net change in debt instrumentr at fair value through other
Comptehensive income
Nel change in securities and advances to banks
Nel change in funds held with lntemational Monetary Fund
(rMF)

Net cash generated from investing activities

FINANCING ACTIVITIES

Payment of principal portion of l6a8e liabililes
Receipts Irom lntemauonal Monetary Fund (lMF)
Repayments to the lntemalional Monetary Fund (lMF)
Payment to the consolidated fund

Net cash generated trom financing aclivities

Net increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Efiect of foreign exchange rate changes on cash and ersh
equivalents

18(b)
19

(1,294)
(1,633)

18

(2s2,399)
12,169

12,985

(1,e30)
(e55)

4

33,909
(21,410)

15,52r

(230,r54) 25,139

18(a)
27(b)
27(bl
25(e)

(74)
80,934

(30,000)

(7s)
139,866

(1 ,225)
(5,000)

50,860 133,566

(31,54s)
730,958

1.865

230,291
512,'t l3

(1 1,.!16)

CASH ANO CASH EOUIVATENTS AT THE ENO OF THE
YEAR 2? (al 701.278 730,958
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CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2025

1. GENERAL INFORMATION

central Bank of Kenya (the "Bank7 cBK') is estabtished under Articlo 2gl of the constitulion of
Kely.a The Central Bank of Kenya is responsible for formulating monetary policy, promoting price
etabil y, he payment system and pertorming other funclions conferred on it by the Act of padiament.
The Bank is wholly owned by the National Treasury. The Bank acls as banker, advisor and agent of
the Govemment of Kenya.

2, SUMMARY OF MATERIAL ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of these Financial statements are set
out b€low. These policies have been consistently applied to all years prcsented, unless otheflyise
stated.

(a) Basis of preparation
The tinancial statemenE are prepared in compliance rvith lntemational Financial Reporting
Stendards as issued by the lntemational Accounting Standards Board. The measu;emen'i
basis applied iB the historical cost basis, except where otheftvise steted in the accounting
policies below. The financial statements are presented in Kenya Shillings (KShs), rounded to
the nearest million.

(b) Changes in accounting policies and disctosures

Naw and amanded stanclards

The following amendmenls became effective during the period:

Several new and revised standards and interpretations became sfiective during the year.
The Directors have evaluated the impacl of the new standards and interpretations and none
of lhem had a signiticant impact on the Bank financiat statements.

The tollowing revised IFRSS urere efieclive in the cunent year and the nature and the impact
of the relevanl amendments are described belo! ,

None of these amendments have an impacl on the Bank's fnancial statements at 30 June
2025.

Now and Amandments to standards Eltactlvo for annu.l pariods Winning
on or dtaf

Amendments to IAS 1 - Classification of liabilities as
nent or non-cunenl

1 January 2021

Amendmenls lo IFRS 16'Lease Liability in a Sale an
seback

'l January 2024

IFRS Sl General requirements for di3closure of
ustainabi - related fnancial information

1 January 2024

FRS 52 Climate - related disclosures 1 January 2024
mendments to IAS 7 and IFRS 7: Suppliet finance

mants
1 January 2024

ndments to fAS 1- /Vor-curB nt Liabilities with
venents

1 January 2024
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CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENOED 30 JUNE 2025

2 SUMMARY OF MATERIAL ACCOUNTING POL|CtES (continued)

(b). Changes in accounting policies and disclo3ures (Continued)

llaw E amonded sttndatds snd tntarpfttations ln issuo but not ytrlt $frectivo

Atthe date ofauthorisation of these financialstatements, The Bank has not applied the following
new and revised IFRS Standards that have been issued but are not yet effeclive and, in some
cases, had not yet been adopted by the Bank:

New ,nd Amondmantt to standards Eflectivo ror ennual periods bf'ginning
on or albr

dments to IAS 21 - Lack of bit 'I January 2025
IFRS l8: Presentation and disclosure in financia

ments
1 Januai! 2027, with eady application
permitted

ments to IFRS 9 and IFRS 7: Arnendmenb to
e classification and measurement of financial

nts

1 January 2026, with early applicetion
permitted

FRS 19 Subsidiaries withoul public accountability
isclogures

1 January 2027

The oirectoB do not erpect thatthe adoption ofthe standards listed above will have a materiat
impact on the financial statements of lhe Bank in future periods.

Early adoptton ot standatds

The Bank has not eady adopted any standards, interpretations or amendmenB that have been
issued but are not yet efiective.
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CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2025

2. SUMMARY OF MATERIAL ACCOUNTTNG pOLICtES (continued)

(c) Functional cunency and translation offoreign curencies

Functional and prese ntation curency

Items included in the financial statements are measured using Kenya Shilings (.KShs,) which
is the cunency of the primary economic environment in which the Bank operates (the
'Functional Cunency'). The financial statements are presented in Kenya Shillings (.KShs")
which is the Bank's presentation currency.

T ran sact io ns a nd bal a nc6's

Foreign cunency transactions are translated into the functional currency using exchange
rates prevailing at the dates of the transactions or valuation where items are re-measured.

Monetary assets and liabilities denominated in foreign currencies are translated at the
functional currency spot rates of exchange at the reporting date.

All foreign exchange gains and losses are presented in profit or loss within,foreign exchange
gains/(losses)'.

(d) Cunency lnventory

The Bank's inventory is comprised of new cunency notes and coins. lnventories are stated
at the sum of the production costs. Cost is determined using the firslin, firsfout (FIFO)
melhod

Bank notes printing expenses and coin minting costs for each denomination are initially
deferred. Based on the currency issued into circulation, the respective proportional actual
costs incurred are released to profit or loss ftom the defened costs account. The deferred
amount is recognised as'defened currency expenses' in other assets and represents un-
issued bank notes and coins slock

ln order for a financial asset to be classilied and measured at amortised cost or debt
instruments at fair value through OCl, it needs to give rise to cash flows that are ,solely
payments of principal and interest (SPPI)'on the principal amount oulstanding. This
assessment is refened to as the SPPI test and is performed at an instrumenl level.

(e) Financialinstruments

A financial instrument is any contracl that gives rise to a financial asset of one entity and a
financial liability or equity instrument of another entity.

Financial assets

I nitial recognition and measurement
Financial assets are classified, at initial recognition, and subsequenfly measured at
amortised cost, bir value through other comprehensive income (OCl), and fair value through
profit or loss.

The classification of financial assets al initial recognition depends on the financial asset,s
contractual cash flow characteristics and the Bank's business model for managing them.
The Bank initially measures a financial asset at its fair value plus, in the case of; fnancial
asset not at fair value through profit or loss, transaction costs.
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CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUEO)
FOR THE YEAR ENDED 30 JUNE 2025

2. SUMMARY OF MATERTAL ACCOUNTTNG pOLtCtES (continued)

(e) Financialinstruments(continued)

The Bank's business model for managing financial asgets refers to how it manages its
financial asseE in order to generale cash llows. The business model <tetermines whether
cash llow3 will result from collecling contractual cash flows, selling the tinancial assets, or
both

Purchases or sales of linancial assets that require delivery of assets within a time frame
established by rcgulation or convention in the market place (regular way lrades) are
recognised on the settlement date, i.e., the date that thg Bank receives the asset on purchase
or delivers the asset on sale

S u bse que nt me a su ra me nt
For purposes of subsequent measurement, financial assels are classified in four categories:

. Financial assets at amortised cost (debt instruments)

. Financial assets at fair value through OCI with recyclang of cumulative gains and losses
(debt instruments)

. Financialassets designated at fair value through OClwith no recycling of cumutative gains
and losses upon derecognition (equtty instruments)

. Financial assets at fair value through profit or loss

Financial assets at amortised cost (debt instruments)

This category is the most relevant to the Bank. The Bank measures financial assets at
amortised cost if both of the following conditions are met:

. The financial asset is held within a business model with the obiective to hold financial
assets in order to collect contractual cash flolr/s; and. The contractual terms of the financial asset give rise on specified dates to cash flows that
are solely payments of principal and inter$t on the principal amount outstanding.

Financial assets at amortised cost are subsequenfly measured using the effective interest
(ElR) method and are subject to impairment. Gains and losses are recognised in protit or
loss when the asset is derecognised, modified or impaircd.

The Bank's financial assets at amortised cost includes balances due from banking
institutions, funds held with lMF, securities and advances to banks, loans and advancej
other assets (sundry debtors), IMF On-Lenl to GOK and due from Govemment of Kenya.
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CENTRAL BANK OF KENYA
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2 SUMMARY OF MATERIAL ACCOUNTTNG pOLtCtES (continued)

(e) Financialinstruments(Continued)

Financial (continued)

Financial assets at fair value through OCI (debt instruments)

The Bank measures debt instruments at fair value lhrough OCI if both of the following
conditions are met:

Su bsa que nt m e a su re me nt

. The financial asset is held within a business model with the objective of both holding to
collect contractual cash llows and selling; and. The contractual terms of the fnancial asset give rise on specilied dates to cash flows that
are solely payments of principal and interest on the principal amount outstanding.

For debt instruments at fair value through OCl, interest income, foreign exchange revaluation
and impairment allowance or reversals are recognised in profit or loss and cohputed in the
same manner as lor financial assets measured at amortised cost. The remaining fiair value
changes are recognised in OCl. Upon derecognition, the cumulative fair value change
recognised in OCI is recycled to prolit or loss.

The Bank's debt instruments at fair value through OCI includes investments in fixed income
securities. Fixed income securities comprise Governmenl debt securities issued by sovereign
governments, Municipal bonds and bonds issued by international financial institutions.

Financial assets designated at fair value through OCI (equity instruments)

Upon inilial recognition, the Bank can elect to classify irrevocably its equity investments as
equity instruments designated at fair value through OCt when they meet the definition of
equity under IAS 32 Financial lnstrumenls: presentation and are not held for trading. The
classification is determined on an instrument-by-instrument basis.

Gains and losses on these financial assets are never recycled to profit or loss. Dividends are
recognised as other income in proft or loss when the right of payment has been established.
Equity instruments designated at fair value through OCI are not sub.,ect to impairment
assessment.

The Bank elected to classify inevocably its non-listed equity investments under this category
as it intends to hold these investments for the foreseeable future.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets held for trading,
financial assets designated upon initial recognition at fair value through profil or loss, 6r
financial assets mandatorily required to be measured at fair value. Flnancial assets are
classified as held for kading if they are acquired for the purpose of se ing or repurchasing
in the near term. Oerivatives, including separated embedded derivatives, are also classiiied
as held for trading unless they are designated as effective hedging instruments. Financial
assets t/vith cash fows lhat are not solely payments of principal and interest are classified
and measured at fair value through profit or loss. irrespective of the business model.
Notwithstanding the criteria for debt instrumenls to be classified at amodised cost or at fair
value through OCl, as described above, debt inslruments may be designated at fair value
through profit or loss on initial recognition if doing so eliminates, or significanfly reduces, an
accounting mismatch.

Financial assets at fair value through protit or loss are carried in the statement of financial
position at faif value with net changes in fair value recognised in profit or loss.

The Bank does not have any llnancial assets classified under this category.
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2 SUMMARY OF MATERIAL ACCOUNTTNe pOLtCtES (continued)

(e) Financialinstruments(continued)

Financial assets (continued)

Classes of linancial instrumenls

Category (as defined by
IFRS 9)

Class (as datermined by the Bank) 2025 2024

KShs'
million

KShs'
million

Financial
es3ets

Financial assets
at amortized
coBl

Securiti$ and advances to banks 56,570 239,U7
Funds h6ld with IMF 39,565 52,550
Loans and advances 3,670 3.627
other a.sqets (classilied as financial assets) 7 497
Oue from
Government

Govemmenl term loan 10,164 18.679
IMF On-Lent to GOK 478.582 409,375
SOR Allocation due
from National Treasury

8'l,459 82,611

GOK Overdraf, facility 67,628 61,021
Balances due from
banking institutions

Foreign cunency
denominated term
deposits and cunent
account balances

8,702 4U,312

Financial assets
at Fair value
through other
comprehensive
income

Fixed income
securities

Wbrld Bank managed
and intemally
managed fixed income
portfolios

940.47E 56,,',824

Equrty lnvestment securitieg 12 11
Financial
liabilities

Financial
liabilities at
amortised cost

Deposik trom banks Cash res€rve ratio and
cunenl account
deposits

258,173 251,321

DUe to IMF 678,9/t0 573,412
lnv$tment by banks 1 06.018
Other liabilities 7 ,749 6,1',17
Oeposits ftom Govemment institutiong /t29,348 352,711
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2. SUMMARY OF MATERIAL ACCOUNTTNG POL|CtES (conrinued)

(e) Financialinstruments(continued)

lmpairmenl ol linancral asssrs

Overview of Expected Credit Loss (ECL) principles

The Bank recognizes impairment allowance for expected credit losses 'EcL' for financial assets that
are debt instruments and are not measured at FWPL.

The Bank measures impairment allowance at an amount equal to lifetime ECL except for the
following for which they are measured as 12-month ECL:

. Fixed income securities thal are determined to ha\re low credit risk at the reporting date; and. other linancial instruments br wtrich credit risk has rlot increased signifcantly since initial
recogn ition .

The Bank considers a debt security to have low credit risk when iB credit risk rating is equivalent
to the globally understood definition of investment-grade'. 12-month ECL is the portion of ECL
that represents the ECLs that result from default events on a financiat instrument that are possible
within the 12 months afler the reporting date. Financial inslruments for which a 12-month ECL is
recognised are refened to as 'Stage 1 ltnancial instrumenB'. LifB.time ECL are the ECLS that
result from all possible defaull events over the expected life of the linancial instrument. Financial
insfuments for which a lifetime ECL is recognised but which are not credit-impaired are refened
to as 'Stage 2 linancial instruments'. Financial instruments lhal are considered credit - impaired
are refened to as 'Stage 3 financial instruments'. The Bank records an allowance ior the lifetime
ECL,

Financial as (continuedl

Measurement of ECL

ECL are a probability-weighted estimate of credit losses and are measured as foflows

fnancial assets that are not credilimpaired at the reporting dale: as the present value of all
cash shorfialls (i.e. the difference between lhe cash flotvs due to the Bank in accordance with
the contracl and the cash fforrrs that the Bank expecls to receive);
financial assets that are credit-impaired at the reporting date: as the difierence between the
gross carrying amount and the present value of $timated fufure cash flows.

Credit impaired financial assets

At each reporting date, the Bank assesses whether fnancial asseB canied at amortised cost and
debt f nancial assets canied at FVOCI are sedit-impaired (rcEned to as 'Stage 3 financial asseb,).
A financial asset is'credit impaired'wtlen one or more evenls that have a detrimental impact on the
estimated future cash flows of the financial asset have occuned.
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2. SUMMARY OF MATERIAL ACCOUNTING POL|CIES (continued)

(e) Financialinstruments(continued)

Financial a$ets (continued)

lmpaiment of linancial assels (continued)

Credit impaired financial assels (continued)

Evidence thal a fnancial assel is credifimpaired includes the fofiowing observable data:

. significant financial difrculty of the boryoly€r or issuer;

. a breach of contract such as a default or past due event,

. the restructuring of a loan or advance by the Bank on terms that the Bank u,ould not
consider otherwise;

. it is becoming probable that the bororrer wilt enter bankruptcy or other financial
reorganization; and,

. the disappearance ot an acitive market for a security because of linancial diffculties.

ln making an assessment of whether an investment in sovereign debt is credit-impaired, lhe
Bank considers lhe following hclors:

. The market's assessment of cneditworthiness as reilected in the bond yields;

. The rating agencies' assesgments of credit worthiness;

. The country's abilty to access the capital markets for new debt issuance;

. The probability of debt being restructured, rcsulting in holders sufiedng losses through
voluntary or mandatory debt forgiven$s; and,

. The intemational gupport mechanisms in place to provide the nec€ssary support as
'lender of last resort'to that county, as well as the intention, ref,ecled in public statements,
of govemments and agencies to use those mechanisms. This includes an assessment of
the depth of those mechanisms and, inespeclive of the political intent, whether there is
the capacrty to futfil the requircd criteria.

Presentation of allowance for ECL in the statement of financial position

lmpairment allowance for ECL are presented in the statement of financial position as bllolvs

financial assets measured at amo(ized @st: as a deduc,tion from the gross carrying
amount of the assets;
debt instruments measured at FVOCI: no impairment allowanc€ is recognized in the
statement of financial position because the carrying amount of these agsets is their fair
value. Ho\ rever, the impairment allowance is disclosed and is recognized in the fair value
reserve with a conesponding charge lo prollt or loss.
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? SUMMARY OF MATERIAL ACCOUNTTNG POLtCtES (continued)

(e) Financialinstruments(continued)

Financial assets (continued

Do recognition

A financial asset (or, where applicable, a part of a financial asset or part of a Bank of similar
financial assets) is primarily derecognised (i.e., removed ftom the Bank's statement of
fi nancial posilion) when:

The rights to receive cash flows from the asset have expired
Or
The Bank has transferred its rights to receive cash flows fom the asset or has assumed
an obligation to pay the received cash flows in fufi without material delay to a third party
under a 'pass-through' anangement; and either (a) the Bank has transfened substantially
all the risks and rewards of the asset, or (b) the Bank has neither transfened nor retained
substantially all the risks and rewards of the asset, but has transfened control of the
assel.

Vvhen the Bank has transferred its rights to receive cash flovys from an asset or has entered
into a pass-through anangement, it evaluates it and to what extent, it has retained the risks
and rewards of ownership. VVhen it has neither transferred nor retained substantially aI ofthe
risks and rewards of the asset, nor transferred control of the asset. the Bank continues to
recognise the transfened asset to the extent of its continuing involvement. ln that case, the
Bank also recognises an associated liability. The transfened assel and the associated tiabitity
are measured on a basis that reflects the rights and obligations that the Bank has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is
measured at the lower of the original carrying amounl of the asset and the maximum amounl
of consideration that the Bank could be required to repay.

Write-offs

Loans, receivables and debt securities are written off (either partia y or in full) when there is
no reasonable expectation of recovering a financial asset in its entirety or a portion thereof.
This is generally the case when the Bank determines that the borrower does not have assets
or sources of income that could generate sufiicient cash flows to repay the amounts subject
to the write-off. This assessment is carried out at the individual asset level.

Recoveries of amounts previously wriften off are included in ,impairment allowance on
financial instruments' in profit or loss.

Financial assels that are written off could still be subject to enforcement activities in order to
comply with lhe Bank's procedures for recovery of amounts due.

Financial liabilities

ln itial recogn ition and measurc ment

Financial liabilities are classified, al inilial recognition, as financial liabilities at fair value through
proft or loss, loans and bonowings, payables, or as derivatives designated as hedging
instruments in an effective hedge, as appropriate.



CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2025

2. SUMMARY OF MATERIAL ACCOUNTING POL|CtES (continued)

(e) Financialinslruments(continued)

All fnancial liabilitjes are recognised initially at hir value and, in the case of loans and
bonowings and payables, nel of direclly attibutable t ansaction costs. The Bank,s financial
liabilities include investrnent by banks, deposib from banks and govemment, due to tMF and
other liabilities.

S u bsequ e nt meas u reme nt

The measurement of financial liabilities depends on their cla$ification, as described betow:

Financial liabilities at fair value through prolit or loss

Financial liabilities at hir value through profit or loss include financiat tiabilities hetd for trading
and financial liabililies designated upon initial recognition as at fair vatue through profd or toss.

Financial liabilities are classified as held for trading if they are incuned for the purpGe of
repurchasing in the near term.

Gains or losses on liabilities held ficr fading are recognised in profit or loss. Financiat liabilities
designated upon initial recognition at hir value lhrough prott or loss are designated at the
initial date of recognition, and only if the crteria in IFRS g is satisfied.

The Bank has not desonated any financial laability as at hir value through profit or loss.

Loans and bonowings

Amortised cost is calculated by taking into account any discount or premium on acquisition
and bes or costs that are an integEl part of the ElR. The EIR amortisation B inctuded as
linance costs in profit or loss.

This category generally appli$ to deposib from banks and govemment, due to lMF,
investment by banks and other liabilities.

Derccognition

This is the category most relevart to the Bank. Afier initial recognition, interest-bearing loans
and bono,yings are subsequently measured at amortised @st using the Effeclive lnterest Rate
(ElR) method. Gains and losses are recognised in pmft or toss when the liabitities are
derecognized as urell as though the EIR amo isation process.

A financial liability is derecognised when the obligation under the liabitity is discharged or
cancelled or expires.

When an existing financial liability is replaced by another fiom the same tender on substantia y
difierent terms, or the lerms ofan existing liability are substantially modified, such an exchangi
or modification is treated as the derecognition of the original liability and the recognition of a
new liability. The difierence in the respeclive carrying amounls is recognised in profit or loss.

Offsettino financial instruments

Financial assets and liabilities are ofbet and the net amount reporled in the statement of
financial position when there is a legally enforceable right to ofiset the recognised amounts
and there is an intention to settle on a net basis, or realise the a3set and setfle lhe liability
simultaneously.
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2. SUMMARY OF MATERIAL ACCOUNTING POLICIES (continued)

(0 Sale and repurchase agreements

Securities sold subject to repurchase agreements ('repos') are reclassified in the financial
statemenb as pledged assets when lhe transferee has the right by contracl or custom to sell
or repledge the collateral; the counterparty liability is included in investments by banks.

Securities purchased under agreements to resell ('reverse repos') are recorded as advances
to banks. The difference between sale and repurchase price is treated as interest and
accrued over the life of the agreements using the effec.tive inter8t method. Securities lent
to counlerparties are also retained in the financial statements.

The Bank from time to time mops up money from the financial market ('repos') or injects
money into the market ('reverse repos') with maturities of 4 - 7 days. The Bank engages in
these transactions with commercial banks only. These have been disclosed in the financial
stalements as advances to banks.

(S) Cash and cash equivalents

Cash and cash equivalenb include cash in hand, deposits held at call wilh banks and other
short{erm highly liquid inveslments with original maturities of three months or less.

For the purpose of the statement of cash flows, cash and cash equivalents consist of balances
due from banking institutions, fixed income securities and securilies and advances to banks
with matudties of less than three months.

(h) Property and equipment

Land and buildings comprise mainly branches and offces. All equipment used by the Bank is
stated at cost, net of accumulated depreciation and accumulated impairment allowance, if
any. Work in progress is stated at cost net of accumulated impairment allowance, if any.
Historical cost includes expenditure thal is directly attributable to the acquisation of the items.
Land and buildings are measured at fair value less accumulated depreciation and impairment
allowance recognised after the date of revaluation Valuations are performed every five years
to ensure that the carrying amount of a revalued asset does not difter materially from its fair
value in accordance with IFRS. Additions are done per item purchased and shall include the
cost of acquisition together with all the incidental expenses reasonably incuned to put the
asset into effective usage. Depreciation for additions is effected ftom the date of acquisition.

A revaluation surplus is recorded in OCI and credited lo the assel revaluation surplus in
equity. However, to the extent lhat it reverses a revaluation deficit of the same asset
previously recognised in the profit or loss, the increase is recognised in profit and loss- A
revaluation deficit is recognised in profit or loss, except to the extent that it offsets an existing
surplus on the same asset recognised in the asset revaluation surplus.

Subsequent expenditures are included in the asset's carrying amounl or are recognised as a
separate asset, as appropriate, only when it is probable that future economic benefits
associated with the item will flow to the Bank and the cost of the item can be measured
reliably. The canying amounl of the replaced part is de-recognised. All other repair and
maintenance costs are charged to protil or loss during the financial period in which they are
incurred.

Freehold land is not depreciated. Depreciation of other assets is calcutated using the straigh!
line method to allocate their cost or revalued amounts to lheir residual values over their
estimated useful lives, as follows:

Asset classfication
Leasehold land
Buildings
Motor vehicles
Furnilure and equipment
Computers

Usetul life
Over the period of the lease

20 years
4 years

5 - 10 years
4 years
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Depreciation rate

50

25%
10-20%
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDEO 30 JUNE 2025

2. SUMMARY OF MATERIAL ACCOUNTING POL|CtES (continued)

(h) Property and equipment (Continued)

No deprecialion is charged on work in progregs and assets held in clearing accounts.
Depreciation of property and equipment is made from date of placement to use and it ceases
when the asset is obsolete, classitied as held for sale, fully depreciated or derecognized as
Per Policy.

An item of property and equipment and any signmcant part initia[y recognised is
derecognised upon disposal (i.e., at the date the rccipient obtains control) or when no fulure
economic benefits are expected ftom its use or disposal. Any gain or loss arising on
derecognition of the asset (calculated as the difference bet\ een the net disposal proceeds
and the carrying amount of the asset) is included in profit or loss nhen the asset is
derecognised.

The residual values, useful lives and methods of deprecialion of property and equipment are
rcviewed at each financial year end and adjusted prGpeclively, if appropriate.

(i) lntangible assets

Costs associated with maintaining compuler sofi\flare programmes are recognised as an
expense as incuned. Development costs that are diredly atbibutable to he design and testing
of identifable and unique software products controlled by the Bank are recognised as intangible
assels wtren the following crileria are met:

(i) lt is technically feasible to complete the softrvare producl so that it will be available for use;(ii) Management intends to complete the softreare product and use or sell it:

. there is an ability to use or sell the softrvare product;

. it can be demonstrated how the son\rare product will generate probable future
economic benefits;

. adequate technical, financial and other resources to complele lhe development and to
use or sellthe software producl are available; and,

(iii) The expenditure attributable to the software product during its devetopment can be reliably
measurEd.

Directly attributable costs that are capitalised as part ofthe sofilvare producl include the sofrware
development employee costs and an appropriate portion of relevant ovefieads.

Other developmenl expenditures that do not meet these criteria are recognised as an expense
as incuned. Development costs previously recognised as an expense are not recognised as an
asset in a subsequent period.

Computer sonware development costs recognised as assets are amorlised over their eslimated
useful lives. Computer software under installation and not yet placed in use is held in softrvare
clearing account and not amortized until commissioned.

Acquired compuler sonware are capitalised on the basis of the costs incuned lo acquire and
bring to use the specilic soi\ rare. These costs are amorlised on the basis of the expecled useful
lives. Softrvare has a maximum expected useful life of 5 years.

The residual values, useful lives and methods of amortisation of intangibles are reviewed at
each financial year end and adjusted prospectively, if appropriate.

Sonwa/6-as-a-saryice (SaaS) a/rargement costs

A SaaS anangement is a service anangement where the Bank has a right to access to the
supplier's application softyvare running on the supplie/s cloud infrastructure during the term ofthe
arrangement, but not contol over the underlying softvyare asset.
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2. SUMMARY OF MATERIAL ACCOUNTING POLICtES (continued)

(i) lntangible assets (continued)

Sor?ware-as-a-se/v&€ (SaaS) arrangemon, cosrs

Costs to implement a SaaS arrangement, including lhose incuned in configuring or customising
the access to the supplie/s application sofi\Mare, are evalualed to determine if they give rise to a
separate asset that the Bank controls. Any resutting assel is recognised and accounted br in
accordance with the policy for intangible assets. lmplementation costs that do not give rise to an
assel are recognised in prolit or loss as incuned, which may be over the period the configuralion
or customisation services are received to the extent that such services are distinct from the SaaS,
or over the term olthe SaaS arrangement to the extent the configuration or customisation serviceg
are not distincl from the SaaS. Payment made in advance of rcceiving the related services is
recognised as prepayment.

0) lmpairment ol non-financial assets

Non-financial asseb are asseB whose value is derived by ils physical net worth rather than from
a contractual claim. Assels are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An impairment loss is
recognised for the amount by which the asset's canying amount exceeds its recoverable
amount. The recoverable amounl is the higher of an assefs fair value less cosE of disposal and
value in use. ln asse$ing the value in use, the estimated future cash forrs are discounted to
their present value using a discount rate that refects current market assessments of the time
value of money and the risks specific to the asset. For the purposes of assessing impairment,
assets are grouped at the lowest levels for which there are separately identiliable cash froi\B
(cash-generating units).

The impairment tesl also can be performed on a single asset wtren the fair value less cost of
disposal or the value in use can be delermined reliably. Non-financial assets that sufiercd
impairment are reviewed br possible reversal of the impairment at each reporting date.

lmpairmenl allowance of continuing operations are recognised in proft or loss in expense
categories consistent with the function of the impaired asset, except for properties previously
revalued with the revaluation taken to OCl. For such properties, he impairment is recognised in
OCI up to the amount of any previous revaluation. lmpairment allowance recognized in prior
periods are asgessed at each reporting date for any indications that the loss has decreased or
no longer exists.

A previously recognised impairment loss is reversed only if there has been a change in the
assumptions used to determine the asset's recoverable amount since the last impairment loss
was recognised. The reversal is limited so lhat the carrying amount of the asset does not
exceed ils recoverable amount or exceed the carrying amount that would have b€en
determined, net of depreciation or amortisation, had no impairment loss been recognised for
the asset in prior years. Such reversal is recognised in profit or loss unless the asset is canied
at a revalued amount, in wtlich case. the reversal is lreated as a revaluation increase. An
impairment loss recognised for goodwill is not reversed in a subsequent period.

(k) Employee benefitrs

The Bank operates a defned benetit scheme and a defined contribution pension scheme. The
schemes are funded through payments to truslee-administered funds on a monthly basis.

On the defined cont bution scheme, the Bank pays fixed contributions to the scheme. The
paymenls are charged to the profit or loss in the year to which they relate. The Bank has no
further payment obligation once the contributions have b€en paid.
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2. SUMMARY OF MATERIAL ACCOUNTING POLICIES (continued)

(k) Employee benefits (Continued)

The defned benefit plan defines an amount of pension benefit that an employee will receive
on retirement, dependent on age, years of service and compensation. The Fund is closed to
new members with effect from 30 September 2012. Continuing Members who did not opt to
accrue fulure benefits in the DC Scheme) conlinue accruing benefits under the Fund. The
Central Bank of Kenya ("the Sponsod) is the guarantor of the Fund.

The asset recognised in the statement of financial position in respect of defined benefit pension
plans is the present value ot the defined benefit obligation at the end of the reporting period
less lhe fair value of plan assels, together |vith adjustments for unrecognised past-service
costs. The defined benetit obligation is calculated annually by indep€ndent acluaries using the
prqecled unit credit method. The presenl value of the defined benefit obligation is determined
by discounting the estimated future cash oumow3 using interest rates of government bonds
thal are denominated in the currcncy in which the benetils will be paid, and thal have terms to
maturity approximating to the terms ot the related pension obligation.

Past-service costs are recognised immediately in proft or loss, unless the changes to the
pension plan are conditional on the employees remaining in service for a specified period of
time (the vesting period). ln this case, the past-service costs are amortised on a straight-line
basis over the vesting p€riod.

The Bank and all its employees contribute to the National Social Security Fund, which is a
defi ned contribution scheme.

A defined contribution plan is a retirement benefit plan under which the Eank pays fixed
contributions into a separate entity. The Bank has no legal or constructive obligations to pay
further contribulions if the fund does not hold sufficient assets to pay all employees the benefrts
relating to employee service in the cunenl and prior periods.

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

The estimated monetary liability for employees' accrued annual leave entitlement at the
reporting date is recognised as an expense accrual.

(l) lncome tax

Section 7 of the lncome Tax Acl exempls the Bank hom any taxation imposed by law in
respecl ot income or profits. This exemption includes stamp duty in respect of instruments
execuled by or on behalf of the Bank.

(m) Provisions

Provisions are recognised when: The Bank has a present legal or constructive obligation as a
resull of past eventst it is probable that an outflow of resources will be required to seftle the
obligation; and the amount has been reliably estimaled.

Where there are a number of similar obligations, the likelihood that an oumow will be lequired
in settlemenl is determined by considering the class of obligations as a whole. A provision is
recognised even if the likelihood of an oumow with respecl to any one item included in the
same class of obligations may be small.

Provisions are measured at the present value of the expenditures expected to be required to
settle the obligation at a rate that ref,ects current market assessments of the time value of
money and the risks specific to the obligation. The increase in lhe provision due to passage
of time is recognised as interest expense.
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2. SUMMARY OF MATERIAL ACCOUNTTNG POL|CtES (continued)

(n) Surplus funds

The Centnl Eank of Kenya Act (Cap 491) allo\rvs for the set-up of the General Reserve
known as the General Reserve Fund (GRF).The General Reserve is used for purposes of
retaining at least 10% or any other amounls as the board, in consullation with the minister,
may determine, of the net annual protit (surplus) of the bank afrer allowing Ior the expenses
of opeEtions and after provision has been made for bad and doubtfut debts, depreciation in
assets, contributions lo staff benefil funds, and such other contingencies and accounting
provisions as the Bank deems appropriate. Any surplus funds proposed and approved for
distribution to the Govemment of Kenya shall be held in the reserve relened to as the
"consolidated fund' until the transfer of the funds.

(o) Share capital

Ordinary shares are classiried as 'share capilal' in equity

(p) Leases

The Bank assesses at contracl inceplion whether a conlract is, or contains, a lease. That is. if
the contract conveys the right to control the use of an identmed asset for a period of time in
exchange for consideration.

Eank as a /esse6

The Bank applies a single recognition and measuremenl approach for all leases, except for
short-term leases and leases of low.value assets. The Bank recognizes lease liabilities to make
lease payments and righlof-use assets repres€nting the right to use the underlying assets.

Righ!of-use assets

The Bank recognizes right-of-use a$ets at the commencement date ofthe lease (i.e., the date
the underlying asset is available for use). Right-of-use asseE are measured at cost, less any
accumulated depreciation and impairment allowance, and adjusted for any remeasurement of
lease liabilities. The cost of right-of-use assets includes the amount of lease liabilities
recognized, initial direcl costs incuned, and lease payments made at or before the
commencemenl dale less any lease incentives received. Right-of-use assets are depreciated
on a straight-line basis over the lease term as follorYs:

Buildings

Equipment

Above 'l year to 5 years

Above 1 year to 5 years

The righl-of-use assets are also subjec{ to impairment. Refer to the accounling policies in Note
2(l) impairment of non-financial assets.

Lease liabilities

At the commencement date of the lease, the Bank recognizes lease liabilities measured at the
present value of lease paymenls to be made over the lease term. The lease payments include
lixed payments.

ln calculating lhe presenl value of lease payments, the Bank uses its incremental bonowing
rate at the lease commencement dale because the interesl rate implicit in the lease is not
readily determinable. Afrerthe commencement date, the amount of lease liabilities is increased
to rellecl the accretion of interesl and reduced for the lease payments made. ln addition, the
carrying amount of lease liabilities is remeasured if there is a modificauon, a change in the
lease term or a change in the lease payments.

The Bank's lease liabilities are included in Other tiabilities (see Note 24)
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2. SUMMARY OF MATERIAL ACCOUNTING POLICIES (continued)

(p) Leases (continued)

Bank as a lassee bontinued)

Short{erm leases and leases of low-value assets

The Bank applies the short-term lease recognitlon exemption to its short-term leases of
buildings and equipment (i.e., those leases that have a lease term of '12 months or less from
the commencement date and do not contaan a purchase option). lt also appli$ the lease of
low-value assets rEcognition exemptron to leases of equipment that are considered to be lo,v
value. Lease payments on short-term leases and leases oi low-value assets arc recognized as
expense on a straight-line basis over the lease lerm.

Eanr( as a /assor

Leases in which the Bank do€s not transfer substantially all the risks and rewards incidenlat to
omership of an asset are classmed as operating leases. Rental income arising ig accounted
for on a straight-line basis over the lease terms and is included in revenue in the statement of
profit or loss due to its operating nature.

(q) lnterest income and expense

lnterest income and expense for all interesGbearing financial instruments are recognised in
profit or loss using the effective interest method.

The effective interest method is a method of calculating the amortised cost of a financial
asset or liability and of allocating the interest income or interest expense over the relevanl
period. The effeclive inlerest rate is the rate that exactly discounE estimated future cash
payments or receipts through the expecled life of the financial instrument to the net carrying
amount of the tinancial asset or liability on initial recognition. Vvhen calculating the effective
interest rate, the Eank estimates cash llot ys considering all contraclual terms oI the financial
instrument, and any revisions to these estimates are recognised in profit or loss. The
calculation includes amounts paid or received that are an integral part ofthe effeciive interest
rate of a financial instrument, including transaction costs and all other premiums or
discounts.

lf a financial asset is measured at FVOCI or FWPL, lhe amounts that are recognised in
profit or loss are the same as the amounts that would have been recognised in profit or loss
if the linancial asset had been measured at amortised cost.

The Bank calculates interest income on financial assets, other than those considered credit-
impaired, by applying the EIR to the gross canying amount of the financial asset.

When a financial asset becomes credit-impaired (and is therefore regarded as'Stage 3'),
the Bank calculates interest income by applying the EIR to the net amortised cost of the
financial asset. lf the financial asset cures and is no longer credit-impaired, the Bank reverts
to calculating interest income on a gross basis.

(r) Fee and commission income

The Bank earns from the Government ot Kenya a commission of '1.5% of amounts raised
through its agency role in the issuance of Treasury bills and bonds. The annual commission
income is limited to KShs 3 billion as per the agreemenl between the Bank and The National
Treasury effective 1 July 2007.

Fees and commissions are generally recognised on an accrual basis when the service has
been provided. Fees and commission income are recognised at an amount that ref,ects the
consideration to which the Bank expects to be entitled in exchange for providing the services.
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2. SUMMARY OF MATERIAL ACCOUNTING POLICIES (conlinued)

(r) Fee and commission income (continued)

The performance obligations, as well as the timing of their satisfaclion, are identified, and
determined, at the inception of the contract. The Bank has generally concluded that it is the
principal in its revenue arrangements because il typically controls the services before
transfening them to the customer.

(s) Commitments on behalf of the Kenya Govemment and National Treasury

The Bank issues Treasury bills and bonds on behalf of the National Treasury. Commitments
arising on such transactions on behalt of Kenya Govemment and the National Trea3ury are
nol included in these financial statements as the Bank is involved in such transaclions only
as an agent.

(t) Currency in circulation

Notes and coins in circulation are measured at fair value. Currency in circulation represents
the nominal value of all bank notes and coins held by the public and commercial banks. The
Bank demonetises curency denominations that it considers no longer suitable for circulation
through a Gazette Notice.

(u) Loan due from the Govemment of Kenya

The loan due from the Govemment of Kenya arose ftom overdrawn accounts which were
converted to a loan with effecl from 1 July 1997 afler an amendment to the Central Bank of
Kenya Act to limit the Bank's lending to Govemment of Kenya to 5% of Govemment of Kenya
audiled revenue.

On 24 July 2007, a deed of guarantee was signed between the Governmenl of Kenya and
Central Bank of Kenya in which the govemment agreed to repay the loan at KShs 1.11 billion
per annum over 32 years at 3% interest per annum. The security held is lien over cash
balances, stock, treasury bonds and such other government securities as are specified in
Section 46 (5) of the Central Bank of Kenya Act.

The loan due from the Government of Kenya is categorised as a debl instrument at
amortised cost.

(v) Funds held audue to lntemational Monetary Fund (lMF)

Kenya has been a member ofthe lnternational Monetary Fund (lMF) since 1966. The Bank
is the designated depository for the IMF'S holdings of Kenya's currency. IMF currency
holdings are held in the No. 1 and No. 2 Accounts, which are deposit accounts of the IMF
with the Bank

Bonowings from and repayments to the IMF are denominated in Special Drawing Rights
(SDRS). The SDR balances in IMF accounts are translated into Shillings at the prevailing
erchange ftrtes and any unrealized gains or losses arc accounted for in accordance with
accounting policy on foreign cunencies.

On a custodial basis, the Bank holds a non-negotiable, non-inter$t bearing and encashable
on demand promissory notes issued by the Treasury in favour of the IMF in its capacity as
lhe IMF's depository. The security issued is in part payment of Kenya's quota of lMF.
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2. SUMMARY OF MATERIAL ACCOUNTING POLICIES (continued)

(w) Fair value measurement

The Bank measures financial inslruments such as debt instruments at fair value through
olher comprehensive income, and non-iinancial assets such as land and buildings and gold
holdings, at fair value at each balance sheet date.

Fair value is the price that u/ould be received to sell an asset or paid to transfer a liabilily in
an ordedy transaction between market participants at the measurement dale. The fair value
measurement is based on the presumption that the tran$ction to sell the asset or transfer
the liability takes place either:

. ln the principal market for the asset or liability or

. ln the absence of a principal market, in the most advantageous market for the a3set or
liability

. The principal or the most advantageous market must be accessible by the Bank.

The fair value of an asset or a liability is measured using the assumptions that market
participants would use when pricing the assel or liability, assuming that market participants
act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market parlicipant's
ability to generate economic benefits by using the asset in its highest and best use or by
selling it to another market participant that would use the asset in its highest and best use.

The Bank uses valuation techniques that are appropriate in the circumstances and for which
suffcient data are available to measure fair value, maximising the use of relevant observable
inputs and minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in lhe financial
stalements are categorised within the fair value hierarchy, described as follows, based on
the lowest level input that is signifcant to the fair value measurement as a whole:

Level 1 - Quoted (unadjusted) market pric€s in active markets br identical assets or
liabilities
Level 2 - Valuation techniques for which the lorvest level input that is significant to the fair
value measurement is directly or indirec{y observable
Level 3 - Valuation techniques br which the loflest level input that is signmcant to the hir
value measurement is unobservable

For assets and liabilities that are recognised in the financial statements at fair value on a
recuning basis, the Bank determines whether transfers have occuned between levels in the
hierarchy by re-assessing categorisation (based on lhe lowest level input that is signiticant
to the fair value measurement as a whole) at the end of each reporting period.

Extemal valuers are involved for valuation of land and buildings. lnvolvement of exlemal
valuers is determined afler every five years. Selection crileria include market knowledge,
reputation, independence and whether professional standards are maintained.

For the purpose of fair value disclosures, the Bank has determined classes of assets and
iiabilities on the basis of the nature, characleristics and risks of the asset or liability and the
level of the fair value hierarchy, as explained abovs.
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2. SUMMARY OF MATERIAL ACCOUNTING POLICIES (continued)

(w) Fair value measurcment (continued)

Fair-value related disclosures for financial instruments and non-financial assels thal are
measured at fair value or where fair values are disclosed, are summarigod in thc following
notes:

. Disclosures for valuation methods, significant estimates and assumptions Noles 3, 15,
18(b) and 30

. Quantitative disclosures offair value measuremenl hierarchy Note 30

. Debt imtsuments at tair value lhmugh other comprehensive income Note 15

. Gold holdings Note 17(b)

. Land and buildings Note 18(b)

(x) Order of liquidity

As a Iinancial institution, the Bank presents its assets and liabilities on the statement of
llnancial position in order of liquidity. This provides information that is reliable and more
relevanl than a cunent or non-cunent presentation, because CBK does not supply goods or
servic€s within a clearly identillable operating cycle. The orderof liquidity requires judgement,
particulady in light ofthe nature of CBK's operations and mandate. CBK's mandate regarding
the management and oversight of the domestic tinancial market results in regular changes
to the liquidity of CBK assets and liabilities, in response to the liquidity requirements of the
market. CBK continuously monitors and actively manages ils liquidrty requirements. lt is
impraclicable to continuously revise the order of assets and liabilities on lhe statement of
financial position due to lhe llucluating nature of the order of liquidity, and frequent changes
would not result in more relevant information to the users of lhe Bank financial statements.
The order of liquidity is therefore kept consistent year on year, unless there are signilicant
changes thereto, which could reasonably be expected to inlluence decisions that the users
of lhe tinancial statements would make on the basis of the order of liquidity presented in the
Statement of Financial Posilion.
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3 CRITICAL ACCOUNTING ESTIMATES AND JUOGEMENTS IN APPLYING ACCOUNTING
POLtCtES

The preparation of the Bank's consolidated financial slatements requires management to make
judgements, estimates and assumptions that affect the reported amount of revenues, expenses,
assets and liabilities, and the accompanying disclosures, as well as the disclosure of contingent
liabilities uncertainty about these assumptions and estimales could resutt in outcomeg ihat
require a material adjustment lo the carrying amount of assels or liabilities afiected in future
periods. ln the process of applying the Bank's accounting policies, management has made the
following judgemenls and assumplions conceming the future and olher key sources of estimation
uncerlainty at the reporting date, that have a significanl risk of causing a matedal adjustment lo
the carrying amounts of assets and liabilities within the nexl financial year.

Existing circumstances and assumptions about future developments may change due to
circumstances beyond the Bank's control and are reflected in the assumptions if and when they
occur. ltems with the most significant effect on the amounts recognised in the consolidated
financial statements with subatantial management judgement and)or estimates are co ated
below wilh respect to judgements/estimates involved.

lmpaiment allowance on financial assets

The measurement of impairment allowance under IFRS I across all calegories offnancial assets
in scope requires judgemenl, particularly, the estimation of the amounl and timing of future cash
llows and collateral values when determining impairment allowance and the a;sessment of a
significant increase in credit risk.

ll has been the Bank's policy to regularly review its models in the context ofactual loss experience
and adjust when necessary. Further details about the ECLS are provided in Notes B, i ,l,12,13.
14, 17 and 29(i).

fusl-rctiemsnl benefts

Post-retirement benefits are long term liabilities whose value can only be estimaled using
assumptions about developments over a long period. The Bank has employed actuarial advici
in aniving at the figures in the financial statements (Note 20 vvhich inctudes assumptions). The
Board of Direclors considers the a$umptions used by the actuary in their calculations to be
appropriate for this purpose.

Fair value ol financial assals

The fair value offinancial instruments that are not traded in an active markel and off market loans
are determined by using valuation techniques. See Note 30 for additional disclosures.

Property snd equipment

Land and buildings are carried at fair value: representing opon market value determined
periodically by professional valuers. See Notes 18(b) and 30 br addilional disclosures.

Leases - Estimating the incremental bflowing rale

The Bank cannot readily determine the interest rate implicit in the lease, therefore, it uses its
incremental bonowing rate (lBR) to measure lease liabilities. The IBR is the rate of interest that
the Bank would have to pay to bonow over a similar term, and with a similar security, the funds
necessary to obtain an asset of a similar value to the right-of-use asset (note 1B (a)) in a similar
economic environment. The IBR therefore refiects what the Bank ,would have to pay,.

The Bank estimates the IBR using observable inputs i.e. market interest rates.
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.I. INTEREST INCOME

lnterest income calculated using the effeclive intc.€lt method
Financial a$ets - debt imtruments at amortised cost
Financial as8ets at fair value through other comprehensive
income

lnterest income fom debt in$truments at amortised cost

lntered on term depGits
lntergst on Govemment of Kenya loan
lnterest on Govemment of Kenya overdraft
lntcre3t on ltaff loans and advanc€s
lnteGst on advances b bankg
Other interest income

lnterest in@me from debl instrumenB at fair value through other
comprehensive income @mprites:

lntemally managed portfolio
Extemalty managed porlfolio - (World Bank RBerve Advisory &
Managemenl PartnerBhip)-(RAMP)

INTEREST EXPENSE

lnterest expense calculated using the effective interGt method

lnterest on monetary policl Bsueg
lnterest expense - IMF

?025
KShs' million

38,384

30,185

2024
KShs' million

47,096

'16,534

68.569 63,630

1 1,814
491

7 ,114
.121

'11 ,770
4,744

9,519
526

9,630
130

20,59r
6,700

38,384 47,096

27 ,330

2,E55

r5,386

'I,148

30,185 16,534

5

5,852
4,475

r63
6,363

10,527 6,526

6. (a) FEES ANO COMMISSION INCOME 3,000 3,000

Feca and commission rclate to income the Bank oams trom the Govemment of Kenya through its
agencl role in the issuance of Treasury bllls and bonds.
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6. (b) NET TRADING INCOME

Net gain on sale ol loreign cunencieg
NCt gain / loss on dBposal of fnancial a83et3 canied at ltair
valuc through other comprohensive income

7. (a) OTHER INCOME

Licenca fees tom comm€rcial banks and breign erchange
bursaus
Penalties ftom commercial banks and foreign exchange
bureaus
Rcntal income
CBK hstitute of Monetary Studi€s operating income -
h$pitality seMcGs.
(Lo3s)/Gain on d6posal of property and equlpment
KEPSS billing revenue
Mi&ellaneous income

8. IMPAIRMENT ALLOWANCE ON FINANCIAL ASSETS

The table belo,v sh ,3 the ECL charges on linancial instruments:

lmpairment alloivance on staff loans (Note 14)
lmpairment allowance on balances due from banking institutbnr
(Note I 'l )
lmpairment alloryanca on Funds held with IMF (Note 12(a))
lmpairment allowance on socurities and advanc€s to banks (Note
13)
lmpairment allowance on debt instruments at fair value through
other comprehengive income

2025
KShs' million

8,938

716

2024
KShs' million

11,175

(5,383)

9,684 9,092

405 335

191
57

59
14

(4)
550
399

181
2

543
78

1,453 1,387

29
1

(8)

(t)

(183)
33

(3,558)

(73)

22 (3,782)
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9. (a) OPERATING EXPENSES

Employee benefib (Not€ 9(b))
Cunencl production expenses
Propcrty maintenance and utility expenses
Depreciation of property and oquipment (Note l8(b)
Amortisation of intangible als€E (Note 19)
Depreciation ot right -of -use asset (Note l8(a))
lnterest on leas€ liabilities (Note t8(E))
lmpairment allo$ance on othcr asscta (Note 17(a))
Audator'3 rcmuneration
Transport and travelling co3t3
Offce expense3
Communication expenses
Legal and pmhssional oxpenscs'
Other administrative expenses

(b) EMPLOYEE BENEFITS

Wages and salaries
Pension costs - Oefined contribution plan
Pen3ion costs - Defined ben€fii plan
Medical expenses
Other staff costs
Direclors' emoluments (NotB 28(iD
Net income relating to the ratirement benelit ass€t (Note 20)

2025
KShs' million

a,877
2,829
3,85s
2,268

357
64
I
9

15
603
300
547
742

2,059

2024
KSh3' mlllion

6,535
2,311
3,709
2,055

287
70

6
32
12

486
273
128

8
1,316

20,194 17,588

'lnduded in legal and profiBsional expens€s as an arbitration award amounting to KShs 666 million
relating to lndustrial Arca Polica Hou3ing Proiecl.

2025
KShs' million

5,50S
67r

11
575
699

19
(040)

2024
KShs' million

5,200
6r5

30
55.1

578
10

(482)

6,877 6,535
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Foreign exchange gain (loss) 13,882 (73,555)

The unrealized foreign exchange gain(loss) relat8 to net gain (loss) on breign denominated assets
and liabililies eri3ing from changB in fureign cunency exchange rate8.

IO. (a) CHANGES IN FAIR VALUE OF INVESTMENTS

s, (c) FOREIGN EXCHANGE GAIN / (LOSS)

Fair valua changes on debt insfuments et fair value
through other comprehensive income:
lntemally managed portblio
Extemally managed portfolio - RAMP

(b) RECLASSIFICATION TO THE INCOME STATEMENT

Nel amount r8classified to the income statement on sale
and maturity of debt instruments at FVOCI:

lntemally meneged portfolio
World Bank managed portfolio-RAMP

2025
KShs' million

2024
KShs' million

2025
KStu' million

2024
KShB' million

4,784
179

I,S60
731

4,963 9,691

2025
KShs' million

1,'t 97
(170)

2024
KStu'million

8,828
294

1,021

This amount relates lo reclessificetion on sale or maturity of debt inrtruments

9:122
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20?5
KShs' million

2024
KShs' millionI.I. BAI-ANCES DUE FROM BANKING INSTITUTIONS

Cun€nt accounts
FoGign cunency denominated term depGiB
Accrued interest on term depGlts
Sp€cial proiect accounts
Domestic breign cunency cheque clearing (DFCC)
REPSS clearing and regional central banks

At start of the year
Movsment in impairment allo\ ance (Note 8)

102,3?9
350,S50

9r6
49,350
41,705

3,E31

109,132
291,317

439
43,304
q,421

2,713

548,8E7
(185)

4U,526
(214)lmpairment alloYvance

548,702 1U,312

An analysis of changes in the impairment allovyance of balances due tom banking institutions is as
bllorls:

2025
KShs' million

2024
KShs' million

2't4
(2s)

31
183

At 30 June 185 214

A rcconciliation from the opening balance to the closing balance of the lmpaiment allowsnce based on
year end stage dassmcaton is disdosed in Note 29 (i).

Sp€cial projecl accounB relate to amount3 r€ceivgd by the Govemment of Kenya (or its ministries) for
sp€cific poects or purposes.
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12, FUNDS HELD AT/ DUE TO INTERNATIONAL MONETARY FUND (IMF)

202s 2025
SDR million KShs' million

(a) Assets

2024
SDR million

2024
KShs' million

IMF balances (SDR asset
accounl)
Allowance for ampairmenl losseg

308

223 39,565 308

An analysis of changes in the impairment allowance of funds held with IMF is as follows

22t 39,568
(3)

52,554
(4)

52,550

2025
KShs,

million

2024
KShs'
million

At 'l July
Charges to profit or loss (note 8)

At 30 June

(b) Liabilities

lntemational Monetary Fund
Account No. 'l

lntemauonal Monetary Fund
Account No. 2
Rapid Credit Facilrty (RCF)
Extended Crodat Facilrty (ECF)

Exlended Fund Facility (EFF)
Resilience and Sustainability
Facility (RSF)

IMF - SDR Allocation account

(1)
37

(33)

2025
SDR million

2025
KShs' million

2024
SDR million

2024
KShs' million

4

4

20

0.03
543
821

1,5'19

't 35

784

3,453

5
96,340

146,314

209,631

24,085

139,'112

20

0.03
543
637

1,341

45

780

3,458

5
92,455

108,497

22E,454

7 ,705

132,836

3,826 678,940 3,366 573,412

The Bank received SDR 542.8 million in May 2020 relating to Rapid Credil Facility (RCF) from the Fund
for direct budget support of the Govemment of Kenya initiatives towards COVIO-I9 pandemic. These
funds were released to lhe Bank unds the Rapid-Disbursing Emergencl Financing Facilities which is
subject to IMF executive board approval. They represent a debt due ftom the Govemment of Kenya to
the lMF. This debt is recognased in the books of the CBK, but on-lent to the govemment through the
National Treasury.

During the year the Bank the Bank received SOR '178 million, SOR 187 million and SDR 9l million for
Extended Fund Facility (EFF), Enended Credit Facility (ECF) and Resilience and Sustainability Facility
(RSF) resp€ctively in the month of Oclobe( 2024_

42



CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2025

'12. FUNDS HELD AT/ DUE TO INTERNATIONAL MONETARY FUND (lMF) (continued)

Kenya'8 quota in IMF of SDR 542.E million (2024: SDR 542.8 million) is recorded in the books of the
National Treasury but not included in the fnancial statements of the Bank. SDR Allocations aro included
in the fnancial statemenB of the Bank as the custodian of the Govemment of Kenya. The cumulative
SOR allocations stood at SDR 784 million including accrued interest (2024: SDR 780 million) while the
cunent SOR holdings were SDR 223 million (2024: SDR 308 million). The Rapid Credit Facility will be
paid within a period of five years from November 2025 to May 2030. ECF will be paid wilhin a period of
8 year3 from October 2026 to November 2034. EFF will be paid within a period of nine yeaB from October
2025 to November 2034. The Resilience and Sustainability Facility (RSF) has e 2o-year maturity period.

,I3. SECURITIES AND AOVANCES TO BANKS

202s
KShs' million

2024
KShs' million

Treasury bonds discounted
Treasury bills discounted
Accrued interest bonds discounted
Repo beasury bills (lnieclion)'
Accrued inlerest repo
Liquidity support framework

At the start of lhe year
Charge to profl or loss (Note 8)

At 30 June

2025
KShs' million

2021
KShs' million

5,306
18t
163

32,07?
191

44,961

5,167
183
154

2'10,709
822

49,116

82,874
(26,304)

266,151
(26,304)lmpairment allo\ ance

56,570 239,U7

An analysis of changes in the impairment allowance of securities and advances to banks is as
follo/vs:

26,304 22,746
3.558

26,304 28,3(x
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13 SECURITIES ANO AOVANCES TO BANKS (continued)

Year ended 30 June 2025
0-3 months

KShs' million

Maturity period
4-12 months Ove l year
KShs' million KShs' million

4

Total
KShs' million

Treasury bills discounted
Treasury bonds discounted
Accrued inlerest bonds discounted
Repo teasury bills & bonds
(injection)'
Accrued inlerest repo
Liquidrty support framework

Year ended 30 June 2024

Treasury bills discounted
Treasury bonds discounted
Accrued interest bonds discounted
Repo treasury bills & bonds
(iniection)'
Accrued interest repo
Liquidity support framework

Malurity period
4-12 months Over 1 year
KShs' million KShs' million

854

32.072

191

882

14

2,934

177
4,438

163

181
5,306

163
32,O72

191
18,65714,841

33,999 2,952 19,619 56,570

0-3 months
KShs' million

Total
KShs' million

183
5,'t67

154

210.709
822

22,812

132

203.29s
822
851

39
1,062

153

12
4,105

7,414

3,042 1 8,919

205,101 1'.t .710 23,036 239,U7

'Liquidity provided anto the market via repunchase agreements such as securitised bonowings by
banks using T-bills and T-bonds.

,14. LOANS AND ADVANCES
2025

KShs' million
2024

KShs' million

3,319
3,739

Due from banks under liquidation
Advances lo employees

lmpairment allowance

Net advancas

The movement in the impairment allowance is as follou,s
At 'l July
Payment
Movement in impairment allowance (Note 8)

3,376
3,696

7,058
(3,388)

7 ,072
t3,445)

3,670 3,627

3,445
(57)

3,468
(24\

,l

At 30 June
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CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2025

15. DEBT INSTRUMENTS MEASURED AT FAIR VALUE THROUGH OTHER COMPREHENSIVE
INCOME

2025
KShs' million

2024
KShs' million

Fixed income securitie3 - lntcmally managed portblio
Fired incomc aecuritie3 under World Bank RAMP

Maturity analy3is Maturity period
4-12 months Over I year

KSh3'million KShs'million

892,003
48,475

5 t8,737
46,087

9.10,478 56/,821

G3 monthg

KShs' million

Total
KShs'
millionYear ended 30 June 2025

Fixed income sgcurili$ -
lntemally managed Portfo lio
Fixed income securities under
liJorld Bank RAMP

Maturity analysis

Year endad 30 June 2024

Fixed income securitias -
htemally managed Portfolio
Fixed income securities under
Wodd Bank RAMP

118,392 281,43E 540,e48 940.478

114,300

4,092

270,310

11,128

507.393

33,2s5

892,003

18,17 5

G3 months
KShs' million

Total
KShs' million

Maturity pcriod
4-12 months Over 1 year
KShB' million KShs' million

36,415

.1,916

148,107

10,275

334,215

30,892

518,737

48,087

41,331

16. UNLISTEO EQUITY INVESTMENTS

Unquoted oquity securitie3 at fair value through other
comPrehengive income

158,386 365,107 w,424

2025
KShs' million

2024
KShs' million

'12 1t
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17. (r) OTHERASSEfS

Pl! rylrffitl
Ddtmd oururx;y ogonaa
Sudry d.tng(!
lbfira ln lhG counc of oolledon
LJndaaEd a{lbEt3

At t0 Jlm.
lnTa}ltrcrd atoE lG.

Afl 0dl.r.!q6b bd.ncca arc mcoulrEDlG u,ffih ona yaer.

Tha nrorEmrnt ln lha IrE kmril dlorffiicr b r bXor,!:
Ai.blt of 0r. y.er
Inct!.r. in inp.lrm.nt .llotEnc..(ilato o(rD

At t0 Jurc

17. @) GOLDHO|I.DTNCS

Gdd holdlry!

2Gl5
l(Slr'm[[on

202a
XSIE'mfllion

2,e41
sw
na
120

8

2310
4,073

/+59

3e5
21

7,188
(3EE)

7,471
(354

B,ata. 7,117

325
32

357
0

3S 357

2025
Kglm'millton

AB

2giu
KSh!' m llon

1€0
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'lE. (a) RIGHTOFUSEAASE?s

coST
Irl I July
fttrlton
DLpotEL

tI 3o.Junc

29128
KSht'mlldr

21l,21
KSh.'dllon

t85
125
(17)

lxto
56

49r ll85

ACCCUIiI I.AIED AITORTISATiOIII
Al I July
Clrargr frr thc ycat
Obporsls

Al frt of tl6 y.ar
Addl0oilr
Acctt0dlothbr!.t
Pryrxnt of prlndpel
P.Franl ol thblllt

Al30 Juna

321
6.1

(17)

251
7g

Al 30 Jun 368

CARRYNGAi'OIJNT 125

9!t out bdow ar! thr c.rylng ilrognt! of t r.. hDflth. (lnofir(bd ufibr Othri lhfffi[6' ln
Ntr 24) rnd ttt! rnovanrrntr A{irig flr pc.lod:

18 (r) RIGHT OF USE ASSETS

29t25
KSlr.'rlrllllon

NT
KSlr!'mfllm

321

u

89
125

0
o,l
vl

9o
E6t

(r5)
14

't2r2 EO
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CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2025

l8 (a) RIGHT OF USE ASSETS (Continued)

Tho maturity analysis of l3ase liabilities is disclosed in Note 29. The follor ing are the amounts
recognised in profit or loss:

2025
KShs' million

2024
KShs' million

Depreciation erpen3€ for right-of-us€ asscB
lntor8t expenla on leale liabilitieg

Less than one year
BGtwEen one and livo years

lnteregt expens6

u
9

70
6

Total amount rccognEed in profit or lo3g 73 76

The Bank hed totsl ca3h outfiows br leases of KShs El million (2024: KShs 82 million) during
the year. No impairmonl 1038 or reversals of impairment 1038 has been rEcognizod in plofit or loss
during the p€riod. The benk ules the Centrel Bank Rala (CBR) a8 th€ discount .a,€9.75% (2021:
13.0%).

The bank also had non-cash additions to the rightrf-ule asseB and lea3e liabilities of KSh! 125
million (2024: KShs 55 million).

The following table seB out a mdurity analysis ot operating lea3e payments, sho,ving the
undbcounted lsase payments to be received aner the reporting date.

2025 2024
KShs' KShs'

Maturity analysis - Contractual undiscounted cash llows million million

75
61

49
26

136
(14)

75
(6)

122 60
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CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2025

r8(b). PROPERTY AND EQUIPMENT

Year eflded 30 June 2025

AT COST OR VALUATION

At 1 July 2024
Capitalization of WP
Reclassificetion
Addition3
Disposals

At 30 June 2025

OEPRECIATION
N 1 Juty 2024
Charge br the year
Recla!sification
Dispooals

At 30 June 2025

NET CARRYING AMOUNT

Fre€hold
land and
buildings

KShs' million

19,580
2,2U

Leasehold
land and
building3

KShs' million

5,458

't 45

Wbrk in
Pr€r63(WP)

KShs' million

2,626
(2,498)

482

Motor
vehicles

KShs' million

Fumiture and
equipment

KSh3' million
Total

KShs' million

4't,918

(114)
1,2%
(e50)

596 13,678
244

(114)
496

(915)
171
(5)

21,814 5,003 610 762 13,359 42,118

2,212
781

518
169

42

(s)

9,143
1,28
( 1 1/r)
(923)

12,335
2,248
(r 14)
(e2E)

62

2,993 687 519 9,362 13,561

r8,821 4,916 810 243 3,997 28,587
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CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2025

1E(b), PROPERTY ANO EQUIPMENT (continued)

Year ended 30 June 2024

AT COST OR VALUATION

At 1 July 2023
Additions
Disp6als

Motor
v€hicles

KShs' million
Tot l

KShs' million

Fre€hold
land and
buildingg

KShs' million

r9,560

Lea!chold
land and
buildings

KShs' million

5,458

V\brk in
prog1e33

KShs' million

2,0s?
534

4!.2
154

Fumifure and
equipmeat

KShs' million

12,450
1,212

(14)

40,002
1.930

(14)

At 30 June 2024

DEPRECIATION
At 1 July 2023
Charge for the year
Disposals

At 30 June 2024

19,560 5,458 2,426 596 13,678 41,918

1,494
718

350
168

4D 8,026
1,129

(12)

10,292
2,055

(12)
/O

2,212 518 462 I,143 12,335

NET CARRYING AMOUNT
At 30 June 2024 17,348 4,940 2,426 134 4,535 29,583
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CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUEO)
FOR THE YEAR ENDED 30 JUNE 2025

19. INTANGIBLE ASSETS

Ycar endod 30 June 2025

cosT
At 1 July 2024
Cspitalizalion of wo,t in progress
Rccla$ification
Addition!

At 30 June 2025

ACCUMULATED AMORTI SATION
At I July 202.1
Reclassificaton
Charge for the year

At 30 June 2025

NET CARRYING AMOUNT

YBar endsd 30 June 2024

cosr
At I July 2023
Capitalizetion of work in progress
Additions

At 30 June 2024

ACCUMULATED AMORTISATION
At 1 July 2023
Charge for the year

At 30 June 2024

NET CARRYING AMOUNT

Sofiware
KShs'mlllion

3,910
il

111
314

Work in
Progrsgs

KShr' millim

1,516
(54)

1 ,319

Total
KShs' million

5,428

114
1,633

1,392 2,781 7 ,173

2,740
't't4
357

2,760
114
357

3,231 3,23r

I, t6t 2,781 3,942

2,839
316
955

1,832
(316)

1,171

955

3,910 1,510 5,426

2,473
?87

2,173
2A7

2,760 2,740

I,150 't,516 2,666
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20. RETIREMENT BENEFIT ASSET

Present value of tunded obligaliong
Fair value of plan assets

Net overfunding in tunded plan
Limit on defined benefit asset

Retirement Benefit Asset

Movements in the nel defined benefit asset recognised are
as follows:
At start o[ the year
Net income recognised in prolit or loss (Note 9(b))
Nel income recognized in other comprehensive income (OCl)
Employer contributions

At 30 June

Movements in the plan assets are as follows:

At start of the year
lnterest income on plan assets
Employer contributions
Employee contributions
Benelits expenses paid
R6turn on plan assets excluding amount in interest income

At 30 June

Movements in the plan benefit obligation are as follows:

At start of the year
Currenl service cost net of employees' contributions
lnterest cost
Employee contribulions
Actuarial gain due to change in financial assumptions and
experience
Benerits paid

At 30 June

The principal actuarial assumptions at the repoding date
were

Oiscount rate (p.a.)
Salary increase (p.a.)
Future p€nsion increases

2025
KShs' million

2024
KShs' million

19,4E0
(34,7261

16,925
(31,082)

(15,246)
7,988

(r4,157)
8,296

(7,258) (5,801)

5,861
640
720

37

4,994
18?
337
48

7 .258 5.861

31,082
1,478

37
.t9

(2,516)
1,626

29,799
4,205

48
24

(2,058)
(s36)

u,726 31,082

10,925
219

2,375
t9

2,458

(2,5r6)

17 ,177
226

23U
24

(82E)

(2,058)

19,480 16,925

2025

't3.30%
7 .OOPr"

3.0006

2024

15.00%
7 .000k
3.000/6
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20. RETIREMENT BENEFIT ASSET (continued)

Five-year summary

2025
KShs'
million

2024
KShs'
million

2023
KShs'

million

2022
KShs'
million

202',|
KShs'

million

Fair value of plan assets
Present value of funded
obligations
Adjustment to retirement benefit
asset

Net retirement benefit asset

(7,988) (8,2e6) (7,628) (6,729) (7,107\

7 .258 5,861 4,994 7,081 7,639

2025 2024

34,726
(19,480)

31,082
(16,925)

29,799
('t7,'t771

30,430
(16,620)

32,048
(17,302)

Plan assets are distributed as follows

Quoted shares
lnvestment properties
Govemment of Kenya treasury bills and bonds
Commercial paper and corporate bonds
Offshore investments
Fixed and term deposits
Fixed assels
Private equity
Net current assets

KShs'
miliion

KShs,
million

4,524
9,450

1 8,126
83

957
830

47
475
234

%

13o/n

27 .200k
5?.20k

o.20k
2.80
2.40/o

0.10/o
'l.40h
o.70/o

3,257
9,461

15,765
155
250

1,490
42

376
286

Yo

1A.50k
30.40/o
50.7o/o
0.5%
0.So/o

4.80/o

0.10k
'l .20k
't .ook

34,726 ',t000/o 31,082 1000/.

Sensitivily of principal actuarial assumptions:

lf the discount rate is 1% lower, the present value of funded obligations would be KShs 20,965 mi ion
(increase by KShs 1,485 million). This sensitivity analysis has been determined based on reasonably
possible changes of the assumption occuning at the end of 30 June 2025, while hotding all othei
assumptions constant.

The other principal actuarial assumptions, that is salary increase and fulure pension increase are not
expected to change materially because they are within the control of management and are approved in
the Human Resource Policy on employee benefits. Additionally, any change is nol expected to be
material based on historical trends and may not have a linear impact on the present value of the fund
obligation.

The Bank does not have any asselliability matching strategies used to manage risk. The retirement
benefit scheme is funded and hence the assets under the scheme are used lo meel benefit payments
as and when they arise. The timing ofthe benefit payments from the scheme are unknown as the fund
comprises active members, pensioners and defened pensioners.

The scheme is funded by contributions from employer and employees. The average duration of the
defined benefit plan obligation at the end of the reporting period is 2.6 years (2024: i.Z yeaB).
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21. (a) IMF On-Lent to GOK

Rapid credit facility
Extended credit facility
Extended tund facility
Resilience and Sustainability Facility

Overdraft
Government loan
SOR Allocation due from National Treasury

Movement in the govemment loan is as follows

2025
KShs' million

2024
KShs' million

96,340
122,035
236,1?1

24,086

92.455
96,848

212,367
7 ,705

478.582 409,375

The balance as at 30 June 2025 relates to IMF on-lenl funds disbursed to the Govemment of
Kenya by the lntemational Monetary Fund (lMF) to improve lhe economy. The funds amount
to SDR 542.8 million under the Rapid Credit Facility (RCF) and SDR 687 mi ion under the
Extended Credit Facility (ECF), SDR '1,330 million Extended Fund Facitig (EFF) and SDR 136
million under the Resilience and Sustainability Facility (RSF). RCF wilt be paid within a period
of five years from November 2025 to May 2030. ECF will be paid within a pe,iod of I years
from October 2026 to Novembet 2031. EFF will be paid within a period of nine years from
October 2025 to November 2034. The Resilience and Sustainabitity Facitity (RSF) has a 20-
year maturity period.

(b) DUE FROM GOVERNMENT OF KENYA 2025
KShs' million

2024
KShs' million

67.628
16,164
81.459

61,021
'16,679

82,611

't65,251 160.31 
'

2025
KShs' million

16.679At start of the year
Advance
Principal repayment
lnterest charged
lnterest paid
Foreign exchange
revaluation

2024
KShs' million

17,789

Govemment Loan SOR Alloc€tion Due from
National Treasury
2025 2024

KShs' million KShs' million
82,611 95,721

(555)
491

(451)

(1,1 10)
526

(526)

(4.427) (4,435)

3,275 (8,675)

At 30 June 16,164 16,679 81 ,459 82,61 1

Section 46(3) of the Central Bank of Kenya Act sets the limit of the Govemment of Kenya,s
overdraft facility at the Bank at 5% of the Gross Recunenl Revenue as reported in the latest
Govemment of Kenya audited financial statements. The limit br the year ended 30 June 2025 is
KShs 114,695 million (2024: KShs 97,048 million) based on the gross recunent revenue for the
year ended 30 June 2024 which are the latest audited financial statements at the date of
approval of these financial statements. lntercst is charged al the Cenlral Bank Rate, currenty at
9.75016. The Bank converted the Govemment of Kenya overdrafi facility that exceeded statutory
limit in 1997 into a loan at 3% interest repayable by 2039 and is guaranteed by a deed executed
by the Cabinel Secretary, The National Treasury. Principal repayments of KShs 55S million are
paid half yearly while interests accruing ars paid monthly.
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22. CURRENCY IN CIRCULATION

Kenya bank notes
Kenya coins

Movement in the account was as follows:
At I July
OeposiB by commercial banks
Wthdrawals by commsrcial banks
(Wthdrawals)/depo3its by CBK

At 30 June

2I. (a) DEPOSITS OUE TO BANKS AND GOVERNMENT

2025
KShs' million

345,640
1 1,375

2024
KSh!' million

3?,.,766
11,029

357,015 333,795

333,795
(476,32r)

499,555
(14)

315,967
(516,854)

534,712
(30)

357,015 333,795

Local commercial banks clearing acerunts and cash reserve
ratio
Local banks foreign exchange seltlament accounts
Extemal banks foreign exchange settlement accounts
Other public entities and project accounts
Govemment of Kenya

lmpersonal accounE'
Sundry creditors
Lea3e liability (Note l8(a))
Refundable deposits
Leave accrual
Bond pending payables
Gratuity to staff members

215,007
10,o12
3,154

51,254
378,094

215,876
45,371

3,077
1, 106

351,605

687,521

(b) INVESTMENT BY BANKS 106,018

This relates to unsecured placemenB by commercial banks with CBK as part of monetary
oPerations.

24. OTHER LIABILITIES
2025

KShs' million

647,035

258
4,835

122
334
277

1,807
1't6

2024
KShs' million

183
4,056

69
308
235

1,204
a2

7,749

'lmpersonal accounts hold amounE dus to ministries and departmenB of Govemment of Kenya

4,117
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25
2025

KShs' million
2024

KShs' million(a) SHARE CAPITAL

Authorised share capital

At 1 July and 30 June 100,000 100,000

Paid up share capital:

At 1 July and 30 June 60,000 50,000

OwnerBhip ofthe entire share capital is vested in the Principal Secretary to the National Treasury,
The Board of Direclors authorised the capitalisation of KShs 10,000 million from the general
reserve fund on 5 September 2024. resutting in the increase in paid up share capital from KShs
50,000 million to KShs 60,000 million..

(b) GENERAL RESERVE FUND

The general reserve of KShs 357,334 million (2024: KShs 300,725 million) represents
accumulated realized surplus of KShs '1 14,715 million (2024: KShg 72,708 million) arising from
normal operations ofthe Bank and unrealized gains of KShs 242,619 million (2024: KShs 228,017
million).

(c) FAIR VALUE RESERVE

The lair value reserve represents cumulative gains and losses arising ftom revaluation of debt
instruments ftom cost to hir value based on the market values at the end of the reporting date.

(d) REVALUATIONRESERVE

The revaluation rcserve relates lo unrealized revaluation gains on land and buildings that will not
be recycled into profit or loss. The reserve is non-distributable.

(e) CONSOLIOATEO FUNO

The Consolidated Fund represents amounts proposed for distribution to the Govemment of Kenya
from the General Reserve Fund.

Movement in the consolidated fund is as follows
2025

KShs' million

30,000

(30,000)

At 30 June 30,000

2024
KShs' million

Al start of the year
Transfer ftom the general reserve
Payments out of consolidated fund

5,000
30,000
(5,000)
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26, CASH GENERATEO IN OPERATIONS

Surplus / (Deficit) for the year

Ad.,ustrnents for:
Unrealized fureign exchange (gains)/losses
Accrued lnterest adjustmenl
Depreciation of property and equipment (Note 't8(b)
Amortisation of intangible assets (Note 19)
Amortisation of right-of-use assets (Note 18(a))
Gain on disposal ot property and equipment (Note 7)
lmpairment allowance on financial assets (Note 8)
lnterest income (Note 4)
lnterest expense (Note 5)
lnterest on lease liabitity (Note 9(a))
Provision for impairment loss on other ass€ts (Note 9(a))
Nel credil relating to lhe retirement benefit asset (Not6 20)
Employer contributions on defined benerit asset (Note 20)
Reclassification from fair value reserve (Note 10(b))

Op€rating surplus before working capital changes
Changes in working capital:
Loans and advances
Other assets
Due from Govemment of Kenya
Cunency in circulation
Deposits
IMF on-lent
lnvestment by banks
Other liabilities

Net cash from operations

2025
KShs' million

2021
KShs' million

65,889 (24.3421

(13,E82)

G,e12l
2,268

357
64

1
(22)

(68,569)
10,527

I
9

(640)
(37)

1 ,O21

73,555
723

2,055
287

70
(2)

3,782
(63,630)

0,526
6

32
(4821

(4E)
9,122

(7,614)

(43)
91

(4,e40)
23,220
40.486

(69,207)
106,01 8

1,703

67
755

29,6s6
17 ,828
79,714

(120,363)

7 ,654

(ee)

89.714 15,212
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27 NET CASH FROM/ (USED) IN OPERATIONS

(a) For ths purposc of the BbEmGnt of calh flours, cash and cash equivalenE indude

Balanca3 duo from bankjng inrtitutions (Note 1 l)
Financial ertetr - Fvocl (Not€ 15)
SecuritGs diecounted by banks and other advanc$ (Note 13)

(b) Chang6 in liabiliti$ arising from llnancing activities

At start of the year
Cash f,ory ilem8:
RepeymenB to IMF
Receipts during tho ysar
Foreign exchange changes

At 30 June

2025
KShs' million

548,887
118,392
33,999

2024
KShs' milliofl

/184,526
41,331

205,101

701,?76 730,958

202s
KShs' million

573,112

80,934
24,594

2021
KShs' million

177,ggg

(1,225)
'139,886
(43,128)

678,94.0 573,112
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28. RELATED PARTY TRANSACTIONS

ln the course of its operations, the Bank onlorr into tranractions with relatod parties, which include the
Govemmenl of Kenya (the ultimete oxner of the Bank). The main tramaclions are ordinary banking
faciliti* to government ministries included in Note 23 and lending to the Government of Kenyi
included in Note 2'1.

(i) Loans

The Bank extends loan facilities to all stafi including the key management stafi. The advanc€s
are at prefurential rate3 of interest determined by the Bank. The repayment terms and collateral
used are similarto thoge of loans and advances to other staf. Provisiom on loans and advances
to staff are arrived at using collectivc assessment approach. Provbions at 30 June 2OZS are
dEclosGd in Note 14. Colleteral irformation i3 disclosed in Note 29. The repayment terms of the
loans are b€lween 4 years and 25 year8.

2025
KShs' million

2024
KShs' millionLoans to key s€nior stafi

At I July
Loans advanced during the year
lntereSl eamed
Loan repayments

At 30 June

(ii) Directorc'emoluments:

Fees to non-€xecutiva direc{ors
Direclors' tavelling expenie3
clther ramuneration to exgcutive direclors

(iii) Romuneration to senior staff

(iv) Post-€mployment pension to sgnior managoment

40
t0t

3
(36)

55
30
2

(471

't 08 40

14
5

19
21
4546

65 85

336 298

20 15
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2E. RELATED PARTY TRANSACTIONS (continued)

(v) Govemment of Kenya - owner of the Bank

Oue ftom Government of Kenya (Note 21(b))
Govemment lnstitutions Deposits (Note 23(a))
lnv*tment by banks (Note 23(b))
IMF Onient to GOK (Note 21(a))
lnterest earned from Government of Kenya - Loan (Note
4)
lnterest eamed from Government of Kenya - Overdran
(Note 4)
Fees and commission income (Note 6(a))
Loan principal repayment (Note 21(b))

2025
KShs' million

165,251
425,348
106,018
478,582

2024
KShs' million

160,311
s52,711

409,375

491 526

7 ,444
3,000

555

9,630
3,000
1,1 '10

Transactions entered into with the Govemment include

. Banking services;

. Management of issue and redemption of securities at a commission and;. Foreign cunency denominated debt settlement and other remittances at a fee

(vi) Central Bank of Kenya Pension Fund and Banki Kuu pension Scheme 2012

The pension schemes (that is, the defined benefit and detined contribution schemes) are
managed and administered by the Pension Secretariat appointed by the gponsor.
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29. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Central Bank of Kenya aclivities expose it to a variety of financial rieks, including credit risk and
the efiects of chang* in debt, foreign currency exchange rates and interest rates. The Bank's overall
risk management programme focuses on the unpredictability of financial markeB and seeks to
minimise potential adverse efrects on its financial perbrmance.

Risk management is canied out by the lnternal Audit and Risk Management Oepartment under policies
approved by the Board of Direclors. Other organs that monitor the assessment and management of
risks within the Bank include: Board Audit, Risk and Strategy Committee.

(a) Strategy in using financial instruments

The Bank holds foreign exchange reserves for the purpose of selicing offcial foraign debt, paying
non-debl government and Central Bank of Kenya expenditures abroad and intervention in the
breign excfiange market to minimize volatility and facilitate ils smmth functioning.

The breign exchange reserves are managed via a govemance frama,vork anchored in legislation
and a reserves management policf set by the Board of Directors. The policy sets lhe context within
which the Strategic Asset Alloc€tion, lnvestment guidelines and lnvestrnent Committee are
operalionalized in order to achieve the overarching principles of saEty, liquidity and retum.

(b) Risks facing the B3nk

The following are the main types of financial risks that the Bank is exposed to in the course of
executing its operations:

. Credit risk

. Market risk

. Liquidity risk

(i) Credit risk

Credit risk is the risk that the Bank will incur a loss because its customers or counterparties fail
to discharge their contractual obligations. The Bank manages and controls crcdit risk by setting
limits on the amount of risk it is willing to accept for individual counterparties and for geographical
and industry concent ations, and by monitoring erposureg in relation to such limits.

Credit risk arises from balances due from banking institutions, funds held with lMF, securities
and advances to banks, loans and advances, debt instruments at fair value through other
comprehensive income, other aasets (sundry debtors) and due from Government of Kenya.

Management of credit risk is carried out through $e choice of counterparti$. The Bank's choice
of counterparties is confined to top international banks that meet the set eligibility criteria of
financial soundness on long-term credit rating, short-term credit rating and capital adequacy.
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29. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

Th€ following table sels out lhe canying amounts of tha financial a33ot3 that are expGed to
credit ri3k:

Balances due from banking institutions
Funds held with lntemational Monetary Fund (lUF)
Securiti$ and advances lo banks
IMF On-Lent to GOK
Loans and advanccs
Debt insfumenB at fair value through other comprehen3ive
income
Other assets - sundry debtors
Due ftom Govemmant of Kenya

2025
KShs' million

548,702
39,565
56,570

q8,5A2
3,670

940,47E
181

165,251

?o21
KShB' million

4E4,312
52,550

239,U7
409,375

3,827

s1,824
140

't00,31'l

2,232,959 1,914,986

The Bank assesses the credit quality of thes€ assets at every reporting date. None of the
balanceg have had their termg renegotiatod aa a result of non-performance- Management
monitors the credit exposure of Blsff on a continuous basis, taking into account th6ir financial
position, past experience and other faclors.
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29. FINANCIAL RISK MANAGEMENT OBJECTIVES ANO POLICIES (conlinued)

(i) Credit risk (continued)

Credit quality analysis

The following table8 set out information about the credit quality of financial asseta measurcd at
amottised cosl and debt instruments at FVOCI. Unless specifically indicated, for financial aeseb,
the amounts in the table represent gross carrying amounts.
Explanation of the terms: 'Stage 1', 'Stage 2' and 'Stage 3' are included in Note 2(e). The credit
ratings are obtained from recognized international credil raling agencies.

Year ended 30 June 2025

Balance due from banking
inslilutions
Rated AAA
Rated Ai{+ to A.A-
Rated A+ to A-
Rated BBB to BB-
Unrated

Gross carrying amount
lmpairment allowance

Net carrying amounl

Oebt instrumenls at fuir value
RAtEd AAA
Raled AA+ to AA-
Raled A+ to A-

Canyinq amounl

Oue ftom Govemment of Kenya
Unrated

Funds with IMF
[J nrated

Gross canying amount
lmpairment allowance

Net carrying amount

Stage 1

KShs' million

Stage 2

KShs' million

Stage 3
KShs'

million

Total

KShs' million

180
160,536
149,355
100,524
r 38,3r2

100
160,536
149,355
100,524
1 38,3't 2

548,887
(185)

548,887
(185)

548,702 548.702

15r.289
759.393

29,796

15'1,2E9
759,393

29.796

940,478 940,478

165,251 165,251

39,568 39,568

39.568
(3)

39,568
(3)

39.565 39,565

478,582
IMF On-Lent to GOK
Unrated
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29 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

(i) Cr.dit rEk (continued)

Credit quality analysis (continued)

Year ended 30 Juns 2025

Stage I
KShs' million

Stage 3
KShs' million

Stage 2
KShB' million

Total
KShB' million

25,783 82,874

Securitie! and advances to
bank.3
Unrated

Gross canying amount
lmpairment allowance

Net canying amount

Loans and advancca
t,lnraled

Gro33 cenying amount
lmpairmcnt allowance

Net carrying amounl

Other as3ets
Unratad

Gross canying amount
lmpairmcnt allowance

Net carrying amount

57,091

57,091
(521)

25,783
(25,783)

82,874
(20,304)

50,570 56,570

3.54'l 3,517 7,058

3,541
(7)

3,517
(3,381)

7,056
(3,388)

3,534 136 3,070

7 517 547

il7
(368)

7
(366)

181 181
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29 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLtCtES (continued)

(i) Credit ri3k (continued)

Credit quality anatysis (continued)

Year ended 30 June 2024

Balance due from banking
instilutions
RAtOd AAA
Rated AA- to AA+
Rated A- to A+
Rated BBB - BB
Unrated

Gross canying amount
lmpairment alloYYance

Net canying amount

Debt inslruments at fair value
through OCI
Rated AAA
Rated M- to M+
Rated A- lo A+

Carrying amount

Stage 'l

KShs' million

Stage 2

KShs'million

Stage 3
KShs'

million

Total

KShs' million

55
r68,484
110,893
112,14A
92,646

55
108,464
110,8S3
112,488
92,618

48/,526
(2111

484,526
(214)

1U,312 48/,312

90,r64
466,073

8,5E7

90,184
468,073

8,587

50{,824 fi4,824

Due from Government of Kenya
Unreted 160,3'tl 160,31'l

Funds with IMF
Unrated

Grc33 canying amount
lmpairment allorvance

Nel carrying amount

IMF On-Lent lo GOK
Unraled

52.554 52.554

52,554
(4)

52,55/+
(4)

52,550 52,550

409,375 rt09,375
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29 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

(i) Credit risk (continued)

Credit quality enalysis (continued)

Yeer ended 30 June 2024 Stage t
KShs' million

Stage 2
KShs' million

Stagc 3
KSh3' million

Tdal
KShs' million

Securilies and advance3 to
banks
Unrated

Gross canying amount
lmpairment allowance

Net canying amount

210 368 25 743 266 t5t

240,368
(521)

25,783
(25,783)

286,151
(26,304)

235,U7 219,U7

Loans and advanceg
Unrat6d

Gross carying afirount
lmpairmer allowance

Net carrying amount

oth€r assets
Unrated

Grosg canying amount
lmpairment allorvEnce

Net canying amount

3,496 3,576 7 ,072

3,496
(7)

3,578
(3,438)

7 ,072
(3,.145)

3,489 138 3,627

497 497

197
(357)

197
(357)

140 140
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29. FINANCIAL RISK MANAGEMENT OBJECTIVES ANO POLICIES (continued)

(i) Credit risk (continued)

Collateral and other credit enhancements

The Bank holds collateral and other credit enhancements against certain credit exposures. The
follolrring lable sets out the principal typ€s of collateral held against different types of financial
assets.

Noles

Percentage of exposure that
is subject to collateral

requirements
30 June 30 June

2025 2024
Principal type of
collateral held

Advances to banks - Reverse
repurchase anangements and due
from commercial banks

Loans and advances - Loans to
staff

13 100
Kenya Govemment

100 debt securities
Land and buildings,
government
securities. motor

100 vehicles14 '100

At 30 June 2025, the Bank held advances to banks of KShs 32,072 million (2024: KShs 210,709
million), for $,hich no impairment allowanc, is recognised because of full collateral coverage. The
fair value of the collateral held for Advances to banks was KShs 30,902 miltion (2024: KShs
'185,445 million). These have been determined based on market price quotations al the reporting
date.

lnputs, assumptions and techniques used for estimating expected credit loss

Significant increase in credit risk

When determining whether the risk of detault of the invested amount on a financial instrument
has increased signilicantly since initial recognition, the Bank considers reasonable and
supportable information that is relevant and available without undue cost or efiort. This includes
bolh quantitative and qualitative information and analysis, based on the Eank's historical
experience and credit risk specialist's assessment and including forward-looking information.

The objective of the assessment is to identiry whether a significant increase in credit risk has
occurred for an exposure by comparing:

. the remaining lifetime probability of deiault (PO) as at the reporting datei with. the remaining lifetime PD for this point in time that was estimated at the time of initial recognition
ofthe exposure (adjusted where relevant for changes in prepayment expectations).

C redit risk gnd e s/ratin g s

For assessing the risk of default, at initial recognition, the Bank assigns lo each exposure credit
risk grade/rating determined based on the credit risk assessment.

The Bank, at initial recognition, allocates each exposure to banks a credit risk grade based on a
variety of data that is determined to be predictive of the risk of default and applies experienced
credit judgement. Credil risk grades are defined using qualitative and quantitative factors that are
indicative of risk of default. These factors vary depending on the nature of the exposure and the
type of borrower. Credit risk grades are defined and calibrated such that the risk of default
occurring increases exponentially as the credit risk deteriorates.
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29 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

(i) Credit risk (continued)

lnputs, assumptions and techniques used for estimating expected credit loss (continued)

Credit risk gnde s/ratings (contin ued)

Exposures are subject to ongoing monitoring, which may result in an exposure being moved to
a different credit risk grade,/ratin9. The monitoring typically involves use of the following
information.

PD aslimation prw€ss

Credit risk gradeyratings are a primary input into the determination of the term struclure of
PD for exposures. The Bank collecls performance and default information aboul its credil ri8k
exposures analysed by counterparty as well as by credit risk grading/ratings. The Bank
employs statislical models such as transition matrices lo analyse the data collected and
generate estimates of the lifetjme PD of exposures and how these are expected to change as
a result of the passage of time.

The methodology for determining POs for domestic commercial banks is based on the risk
assessment techniques used for supervisory purposes. Factors con8idered by these
techniques include the capital adequacy, credit risk, liquidity and prolttabilrty of the
counterparty. The PDs are calculated as the average weighted POs for each faclor, where the
weighls are delermined based on the importance of the factor.

For the asseB denominated in foreign currency, the Bank uses l2-month PDs for sovereign
and non-sovereign issuances, estimated based on Bloomberg's probability of default model
which indicate a possibility of bankruptcy over 12 monlhs for issuers per each respective rating
cetegory. The Bloomberg PD includes the estimates of forwardlooking parametera such as
GDP, forex rates, and interest rates.

For exposures to the Kenyan Govemment in domestic cu,rency, the estimated PD considers
the short-term maturity of such exposures, the absence of historical defaults and detailed
assessments of the ability of the Kenyan Govemment to fulfil its contractual cash ilow
obligations in the short{erm which considers also the macroeconomic indicators over lhe
assessment period.

Foreign currcncy
exposufes

Oomestic currency
exposufes
lntemally collecled data on
banks and supervisory
indicetors.

Existing and forecast
changes in business,
linancial and economic
condilions.

Other assets (staff
loans)

Data from credil rating
agencies, press articles,
changes in external credit
latings.

Quoled bond price3 br the
counlerparty, where
available.

Actual and expected
signmcant changes in the
political, regulatory and
lechnological environment
Df the counterparty or in its
ousiness activities.

Repayment history - this
includes overdue status and
fi nancial situalion of the
bonower.
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29 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLtCtES (continued)

(i) Credit risk (continued)

lnputs, assumptions and techniques used for estimating impairment (continued)

Detemining whelher credit risk has increased significan y

The Bank considers a financial instrument to have experienced a significant increase in credit
risk, when one or more of the following quantitative, qualitative or backstop criteria have been
put:

. Signmcant dip in operating results of counlerparty.

. Credit distress necessilated extension to terms granted.

. Significant adverse changes in the financial and /or economic conditions affecting the
counterpa rty.

. Signmcanl change in collateral value which is expected to increase risk of default.

. Signs of cash flow / liquidity problems.

A backstop is applied, and the financial instrument considered to have experience a signilicanl
increase in credit risk if the counterparty is more than 30 days past due.
Days past due are determined by counting the number of days since the earliest elapsed due
date in respec,'l of which full payment has not been received. Due dates are determined without
considering any grace period that might be available to the counterparty.

The Bank monitors the effectiveness ofthe criteria used to identity 3ignilicant increases in credit
risk by regular revie\ s to confrm thal the crileria are capable of identiring significant increases
in credit risk before an exposure is in default.

Detinition of delauft

The Bank consideB a financial asset to b€ in defaull when

the counterparty is unlikely to pay its credtt obligations to the Bank in full, without recourse by
the Bank to actions such as realizing security (if any is held); or
the counterparty is past due more than 90 days on any material credit obligation to the Bank.

ln assessing whether a counterparty is in derault, the Bank considers indicators that are

qualitatjve - e.g. breaches of covenants;
quantitative - e.g. overdue stalus and non-payment on another obligation of the same issuer
b the Bank, and
based on data developed intemally and obtained ftom extemal sourDes.

lnputs into the assessment of whether a financial instrument is in default and its significance
may vary over tlme lo reflect changes in circumstances.

lncoryoration of torwad-looking inlotmation

ln its ECL models, the Bank relies on Bloomberg credit risk modet for provision of probabilities
of defaull values for both the investment counterparties and the sovereigns. The Bank also relies
on intemational credit rating agencies for credit rating lnformation. Credit ratings are a t@|,
among others, that investoB can use when making decisions aboul purchasing bonds and other
fixed income investments. They express independent opiniong on creditworlhiness, using a
common terminology that may help investors make more informed investment decisions.

As part of their ratings analysas, the external credit agencies as yvell as the Bloomberg credit
risk model evaluate cunenl and historical information and assess the potential impact of a broad
range Of forward-looking information.
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2S FINANCIAL RISK MANAGEMENT OBJECTIvES AND POLtCtES (continued)

(i) Credit risk (continued)

lnputs, a$umptions and techniques used br estimating impairment (continued)

Measurement of ECL

The key inputs inlo the measurement of ECL are the term structure ofthe following variables

. Probability of debult (PO);

. Loss given deFault (LGD);

. Exposure at default (EAO)

These paramelers are derived from intemally developed statbtical models, globally recognized
exlernal developed statistical models and other historical data. They are adjusted to reflect
forward-looking information as described above.

Probability of default (PD)i PD estimates are estimates at a certain date, which are calculated
based on statistical rating models, and assessed using rating tools taitored to the various
cat€ories of counterparties and exposures. These statistical modets are based on internally
and extemally compiled data comprising both guantitative and qualilative faclors. Transition
matrixes dala are used to derive he PD for counterparties. lf a counterparty or exposure
migrates between rating classes, then this will lead to a change in the estimate of the associaled
PD,

Loss given default (LGD); LGD is the magnitude of the tikely toss if there is a default. The Bank
estimates LGD parameters based on Basel recommended LGDS.

Exposure at detault (EAD): EAD represents the expecled exposure in the event of a defuult. The
Bank derives the EAD from the cunent exposure to the counterparly and potential changes to
the current amount allowed under the contract including amortisation.

The EAO of a financial asset is its gross carrying amount. EAO estimates are calculated on a
discounted cash llow basis using the effective interest rate as lhe discounting tactor.

As described above, and subjecl to using a maximum of a 12-month pD for financial assets for
which credit risk has not significantly increased, the Bank measures ECL considering the risk of
debult over the maximum contractual period over f,fiich il is exposed to crcdit risk, even if, for
risk management purposes, the Bank considers a longer period. The maximum contractual
period extends to the date at which the Bank has the right to require repayment of an advance.

\tvhere modelling of a parameter is cerried out on a colleclive basis, lhe tinancial instruments
are grouped on the basis ot shared risk characteristics that include: instrument type, credit risk
grading; collateral type; date of initial recognitioni remaining term to maturity; industry; and,
geographic location of lhe counterparty.

The groupings are subject to regular review to ensure that exposures rvithin a particular group
remain appropriately homogeneous.
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25. FINANCIAL RISK MANAGEMENT OBJECTIVES ANO POL|CIES (continued)

(i) Crodit rbk (conlinued)

lnputs, assumptions and techniquos ussd for stimating impairment (contlnued)

Measuemont ot ECL (continued)

For portblios in respoct of which the Bank has limited historical data, extGmal benchmark
information is us€d to suppl6m6nt the intemally available data. The portfolios br which extemal
benchmark information repras€nts a 3ignificant input into measurcment of ECL comprise
fnancial asseb as follorvr:

Exposure Exposure Extemal benchmerks usod
2025 2024

KShs'
million

KShs'
million PD LGD

3alances due from banking
nstitulions ilB.702 1U,312

Bloomberg PD
ratino model

Balel
rgcovory
lhJdies

)ebt instrumenB at fair value
hrough other compreheBive
ncome 940,478 w,821

Bloomberg PD
ratina model

Bascl
recovery
rtudier

unds held with IMF 39,585 52,550
Bloomberg PD
ratinq model

8a30l
r6@very
studier

lt
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29 FINANCIAL RISK MANAGEMENT OB.,ECTIVES AND POLICIES (continued)

(i) Credit risk (continued)

An analysis ofchange in the gross carrying amount and the coresponding ECL allorsanc$ in relation to the relevanl financial assets is as follows

Year ended 30 June 2025

Debt instruments at hir value through
other comprehensive income

At 1 July 2024
N6 ass€ts originated or purchased
Asset derecognized or repaid
Accrued interest
Realised gains
Foreign exchange adjustments
Changes in risk parameters
Fair value changes

At 30 June 2025

Balances due from banking institutions

At 1 July 2024
Net movefie,it during the year

KShs'
million

KShs'
million

KShs'
million

KShs'
million

KShs'
million

KShs,
million

KSh3,
million

294
96

(s3)

(1)
(66)

(4,963)

Stage 1

Gro3s
carrying
amount

w,821
596,874

(2'18,'t26].
4,778

(,747)
(1,142)

(4,9€3)

Stage 2
Gross

carrying
amount

Stage3
Gross

€rrying
amount

Total
Gross

carrying
amountECL ECL

KShs'
million

ECL ECL

294
96

(53)

(1)
(66)

564,824
596,874

(218,1261
4,778

(1,767)
(1,142)

940,478 270 940,478 270

484,526
64,361

214
(29)

48/.,524
64,301

214
(2e)

At 30 June 2025 548,887
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29 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (conlinued)

(i) Cred[ nsk (continued)

An analy3is of chan96 in the gross carrying amounl and the conesponding ECL allowances in relation to the relevant fnancialassets is as follo\fls

Year endod 30 June 2025

Securities and advances to banks

Al 1 July 2024
Na assets originated or purchased
Asset der€cognized or repaid
Accrued interest
Transfer to stiages
Change in risk parameterB

At 30 June 2025

Funds held with IMF
At I July 2024
Nel movement during the year

At 30 June 2025

o(her assets

At 1 July 2024
New assets originaled/purchased
Assel derecognized or repaid
Change in risk parameters
Transter to stage 3

Stsge 1

Gross
carrying
amount

KShs'

240,124
2,308,513

(2,192,2e0t
470

ECL
KShs' million

521

ECL
KShs'

Stage 2
Groes

carrying
amount

KShs'

Stage3
Gross

carying
amount

KShs' million

26,027

ECL
KShs'

25,783

TotBl
Gross

carying
amount

KShs'

2E8.151
2,308,513

(2,152,28/)1
470

ECL
KShs'

26,304

58,847 521 26,027 25,783 82.874 20,304

52,554
(12,986)

4 52,554
(12,986)

4
(1) (1)

3S,568 33 39,56E

171
29

27

(271

326
21

330
21

( 12)
27

197
50

357
21

(12)

At 30 June 2025 2m

73

u7 366 7 38tl



CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUEO)
FOR THE YEAR ENDED 30 JUNE 2025

25. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

(D Credit rBk (continued)

An analysis of changes in the gross carrying amount and lhe corresponding ECL alloivanc$ in relation to the relevant financial aBsets is as follorrB

Year ended 30 June 2025

L@na and advances

At I Juy 2024
llerv a$ets originated or
purcfia36d
Asset derecogn ized or repaid
Trander to stages
Changes in rbk parameter3

Stage 1

Gross
canyirE
amount

KSh3'
million

3,496
r,352

(1,182)
(125)

ECL
KSh3',
million

Stage 2
Gross

carrying
amount

KShs'
million

ECL
KShs'
million

Stage3
GrosE

carrying
amounl

KShs'
million

3,576

(1&4)
125

ECL
KSh3'
million

Total
Gross

caEying
amount

KSh3'
million

ECL
KShs'

million

10

(3)

3,435 7 ,072
1,352

(el)
37

(1,366)

3,4,15
(57)

At 30 June 2025 3,541 7 3,517 3,381 7,058 3,388

71



GENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDEO 30 JUNE 2025

29 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

(i) Credit risk (corilinued)

An analysis of chang6 in the gro!!3 carrying amount ard the conBpfiding ECL allouances in relation to the relevant financial a$ets is as bllourg

Year ended 30 June 2024
Stage 'l

Gross
Carrying
Amourd

KShs,
million

840,530
320,875

(360,832)
1,073

(3,739)

(23,392)

(9,891)

ECL

KShs'
million

2S
223

(116)

(18)

(r8)

Stage 2
Gross

Carrying
Amount

Stage 3
Gross

Canying
Amount

Total
Gmss

Carrying
Amount

KShs'
million

640,530
320,875

(360,832)
1,073

(3,739)

ECL ECL ECL

KShs'
million

223
223

Debt instrumenB at fair valu€
lhrcugh other comprehensive
incom6
At I July 2023
N a$ets originated or
purchased
A$et derecog nized or repaid
Accrued interBt
Realised gaing

Foreign exchange adjGtm€nts

ChangB in risk parameters
Fair Yalue changes

KShs'
million

KShs'
million

KShs'
million

KShs'
million

(116)

(23,392) (18)

(18)
(9,691)

At 30 June 2024 56/,824 2v w,821 2*

Balanc6 due trom banking
institrJtions

At I July 2023
Net movement during the year

500
026

42
63

500
026

42
63

31
183

31
183

At 30 June 2024 48/.,526 211

75

484,526 211



CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENOED 30 JUNE 2025

29 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

(i) Credit risk (continued)

An analysis of changes in the gross carrying amounl and the conBponding ECL allourances in relation to lhe relevar financialassots is as follovys

Year erded 30 June 2024

Stage 1

Gross
carrying
amount

KStu',
million

78,457
s,518,923

(5,358,315)
659

ECL
KShs'
million

523

(2)

Sta0e 2
Grosg

canying
amourlt

KShs'
million

ECL
KShs,

million

Stage 3
Gro3s

carrying
amoJnt
KShs'
million

Total
Gros3

carrying
amount

KShs'
million

105,215
5,518,923

(5.358,846)
659

ECL
KShs'
million

ECL
KShr'
million

Securties and advances to
banks
At 'l July 2023
New a$ets originated or
purchas€d
Als€t derecogn ized or repaid
Accrued interest
TraBfer to stages
Change in risk parameterg

26,358 2.23

(331)

3,560

2.,78

3.558

At 30 June 2024 240,124 521 26 ,027 25 ,783 266,15r m,304

Funds held with IMF
At 1 Jut 2023
Net movement during the year

73,312
(20,758)

37
(33)

73,3r2
(20,758)

37
(33)

4At 30 June 2024 52,s51 1

76

52,554



CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2025

2S FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

(i) Crodit risk (continued)

An analysis of changes in ttle gro$ catrying amounl and the coresponding ECL alloranc$ in relation to the relqrant finaricial a$eB is as bllol,3

Year ended 30 June 2024

Other assets
At 1 July 2023
Naiv a$ets originated or
purchasd
Asset derecognized or repaid
Change in risk parameteB
Transbr to Stage 3

Stage I
Gross

carrying
amount

KShs'
million

ECL
KSh3'

million

Stage 2
Gro3g

carrying
amour

KSh3'
million

ECL
KSh3,

million

Stage 3
Gro3s

carryirE
amounl

KShs'
million

ECL
KShB'
million

12

Total
Groas

carying
amout

KSh3',
million

ECL
KShs'
million

x)7

(e6)

27 306

20

298

20

325

20

573

20

(e6)
1?

Al 30 June 2024 171 27 326 330 497 357

Loans and advances

Al 1 Juty 2023
NerY as3eB originated or
purcha3ed
Ass6t derecognized or repaid
Transfer to stages
Chang$ in risk parameters

3,575
997

10
3

(3)

5 3,582
19

(8e)
u

3,458
6

7,162
1,016

(50)
21

(r,106)

3,.168
I

(53)
21

(1,014
(5e) (5)

At 30 June 2024 3,496 't0

77

3,576 3,435 7,072 3,115



CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENOED 30 JUNE 2025

29 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

(i) Credit risk (continued)

Concentrations of credit risk

The Bank monilors concentralions of credit risk by geographic location and by counterparty type. An analysis of concenhations of credit risk is sho\ n below.

Concentration by geographical location is based on the country of domicile of the issuer of the security. Concentration by counterparty type is based on the
nature of the institution such as foreign govemments, central banks and supranational institutions.

A segregation of the financial assets by geography is set out below:

Year ended 30 June 2025

United States
of Ameaica

KShs' million

Germarry
KShs'

million

United
Kingdom

KShs'
million

Singapore
KShs'

million

Canada
KShs'

million

Others
KSh3'

million

Total
KShs'

million

477

2,859

Kenya
KShs'
million

9,230

478,582

8?,874
7,058

y7

'165,251

242.525

133,288

548,887
39,568

478,582

82,874
7,058

940,478

547

'165,251

Balances due ftom banking
institutions
Funds held wilh IMF
IMF On-Lent to GOK
Securities and advances to
banks
Loarc and advances
Debt lnstruments at fair
value through OCI
Other assets - Sundry
debtors
Due from Govemment of
Kenya

1 1 1,686
39,568

733,036 71,295

88 ,732 50 ,227 46,010

884,290 160.027 50.2?7Total financial assets

78
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CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENOED 30 JUNE 2025

29.FlNANC|AL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

(i) Crcdit rBk (continued)

Concentrations of credit risk (continued)

A segregation of the financial assets by gcography is set out below:

Year ended 30 June 2024

Balance3 due fom banking
institutiong
Funds held with IMF
IMF On-Ler to GOK
Securiti€s and advancss to
bankg
Loans and advances
Oebt instrumenB at fair
value though OCI
Other assets - Sundry
debtors
Due trom Govemment of
Kenya

137,430
52,5

463,317 49,023

67,081 110,451 33,286

Kerrya
KShs'

million

10,553 194,910

409,375

288,151
7,072

Total
KShs'

million

4821,526
52,554

409,375

266,151
7 ,072

46,585 ft1,824

- 497

- 160,311

United States
of America

KShs,
million

Germarry
KSh3'

million

United
Kingdorn

KSfu'
million

Singapore
KShs'

million

Caneda
KShs'

million

Others
KShs'

million

815

5,299

497

160,311

Totel financial asgets 653,301 116,704 40,451 33,286 6,114 853,959 241,495 1,945,310
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CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUEO)
FOR THE YEAR ENDEO 30 JUNE 2025

29 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

(i) Credit risk (continued)

Concer rations of credit rigk (continued)

A segregation of the tinancial a3sets by counterparty type is set out below:

Year ended 30 June 2025

Balanceg
due ftom
fnancial

iGtitutions
KShs' million

IMF-On Fixed
S€curiti6 Fun(l3 held Lent Loans and in@me Due fom Other

and advances with IMF tocoK advances securities GOK asseB Total
KShs' million KShs' million KShs' million KShs' million KShs' million KShs' million KShs' million KShs' million

Cenlral Banks
Forcign Govemments
Supranational
lnsliMions
Commerciel Banks
Foreign Agencios
Govemmenl of Kenya
Others

81,60t

98,89,1

346,078

12,311

77,224

5,850 474,582

3,319

3,739

712,809
113,381

1 t 1,558

2.732
165,251

39,588

61,801
712,809
251,843

42€,421
11't,556
64S,483

.19,332*7

5/t8,887 4,874 39,568 478,82 7,058 940,478 165,251 u7 22f3215
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CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENOED 30 JUNE 2025

29 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continucd)

(i) Crcdit risk (continued)

Concentrations of credit rBk (conlinued)

A segregation of the financial assets by counterparty type is set out belo\

Year ended 30 June 2024

Balanceg
due ftom
financial

inetitutiong
KSh3' million

IMF-On Fixed
Securiti$ Funds held L6nt Loans and income Due ftom Other

and advances wilh IMF to GoK advance3 securities GOK asset!
KShs' million KShs' million KShs' million KShs' million KShs' million KShs' million KShs' million

52,59

465,27A

53,621
2e0,u7

5,504

3,375

409,37s 180,311
3,897

Total
KStu'million

Central Banks
Foreign Govemments
Supramtional
lmtitutions
CommerEial Banks
Foreign Agoncieg
Govemment of Kerrya
Others

19,172

r03,934
331,120

49,472
465,276

2't0,109
595,142
45,203

575,190
4,918

15,203

724 197

184,58 266,151 52,5U 409,375 7,072 564,824 160.311 197 1,945.310
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CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENOED 30 JUNE 2025

29. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POL|CtES (continued)

(ii) Market risk

The Bank takes on exposure to market risk, wtlich is the risk that bir value or future cash iours
of a fnancial anslrument will llucluate because of changes in markel prices. Markot risk arises
from open posfions in interest rate, curency and equity. all of $,hich are exposed to geneftrl
and Bpecific market movemenB and changes in the level of volatility of market raleg or prices
such as interesl rates, foreign exchange rates and equity prices. The Bank sepeftrteg exposure
to market risk into either trading or non-trading portfolios. Mar*et risk arising ftom trading and
non{rading activities are concentrated in Bank Treasury and are monitored by management
with oveBight from the Monetary Policl Committee.

Trading portfoliog include those positions arBing from markelmaking transaclion8 where the
Bank acts as principal with commercial banks or the market.

Non-trading portfulios primarily arise from the interest rate management of the Bank's
invastmenl and monetary policy assets and liabilities. Non-trading portfolios also consist of
foreign exchange and equity risks arising from the Bank's internally managed debt instruments
at amortised cost and World Bank RAMP financial assets.

lnterest rate risk

lnteresl rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because ot changes in market interegt rales.

The Bank's interest rate risk arises from balances due from banking institutions, securities and
advances to banks, debt instsuments at FVOCI, loans and advanoes, due from the Govemment
of Kenya and deposits from bank and Govemment. Bonoyvings issued al variable rates expoge
the Bank to cash llow interesl rate risk which is partially offset by cash held at variable rates.
Bonowings issued al fred rales expose the Bank io fair value interest rate risk.
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CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2025

29 FINANCIAL RISK MANAGEMENT OBJECTIVES ANO POLICIES (continued)

(i0 Market risk (continued)

lnterest rate risk (continued)
The tables below summarise the Bank's financial assets and liabilities and analyses them into the earlier of contractual maturity or re.pricing

At 30 June 2025

Assets
Balances due trom banking institutions
Securilies and advances to banks
Debt instruments at FVOCI
Funds held with lnternational Monetary Fund (lMF)
Loans and advances
Other assets
IMF On-lent to GOK
Due from Govemment of Kenya

Total financial assets

Liabilities

Deposils due to banks and government
Other liabilities
Due to lnternational Monetary Fund (lMF)

1 - 3 months
KShs' million

+12 months
KShs' million

'l - 5 years
KShs' million

548,887
33,999

118,392

'146

67,628

2,952
281,438

347

1,1 10

540,4n8

1,254

45,923

39,568
'r,992

4,440 10,614

Over 5 years
KShs' million

Non-interest
bearing

KShs' million
Total

KShs' million

548,887
82,874

94.0,478
39,56E

7,058
547

474,582
't65,251

3,319
547

478,582
81,459

769, 052 285 ,U7 546,342 98,097 563,907 2,263,245

487 ,521
7 .749

178,582

687,521
7 ,749

678,940200,358

Total f nancial liabilities 200,358 1,'173,852 1,374,210

lnterest sensitivity gap 769, 052 285 ,U7 546,342 (102,26't) (609,945) 889,035

As at 30 June 2025, increase of 10 basis points would have resulted in a decrease/increase in profit and equity of KShs 739 million (2024: KShs
552 million).
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CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDEO 30 JUNE 2025

29 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

(ii) Market risk (continued)

lnleresl rate risk (continued)

At 30 June 2024 1 - 3 morths
KShs' million

As3ets
Balances due from banking institutions
Securities and advances to banks
Debt instruments at FVOCI
Funds held with lntemational Monetary Fund
(rMF)
Loans and advanceg
Other assets
IMF On]ent to GOK
Due from Govemmenl of Kenya 61,021 '1,1 10 4,440 1'l,129

792,152 171,682 416,494 69,123 495,859 1.S45,310

484,526
205,101

41,331

173

4- 12 months
KShs' million

11,710
15E,386

476

45,235
365,107

'1,7'12

4.105

52,554

1,335

4U,sft
206,r51
504,824

52,554

7,072
497

409,375
160.311

3,376
497

409,375
82.611

1 - 5 years
KShs' million

Over 5 years
KShs' million

Non-interest
bearing

KShs' million
Total

KShs' million

Tolal financial assels

Liabilities
Oep6its due to banks and govemment
other liabiliiies
Due lo lr'[emational Monetary Fund (lMF)

647,035
6,117

409,375

647,035
6,117

573.4'121&1.037

Total financial liabilities 164,037 1 ,06'2,527 1,226,504

lnterest sensitivity gap 792,152 17',1,682 416,494. (94,914) (566,668) 718,76

As at 30 June 2024, increase of 10 basis points would have resulted in a decrease/increase in profil and equity of KShs 552 million (2023: KSh3 562
million).
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CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2025

29 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

(ii) Market rBk (continued)

Foreiln gxchange risk

The Bank takes on exposure to the efiecis of nuduations in the preryailing foreign cunency exchange rat6 on its financial position and cash floi6.
The Monetary Policy Commfie€ sets limiE on the level of expGure by cunency s'hich is monitored deily.

The table below summarises the Bank's erposurc to foreign cunency exchange rate risk a3 al 30 June 2025. lncludod in the table are th€ Bank'8
financial instruments categorised by curency:

USD
KShs' million

EUR
KSh3' million

SDR
KSh3' million

Total
KShs' millionAt 30 June 2025

Assets
Balanc6 due from banking inslitl,tions
Debt instrumenB at FVOCI
Funds held with lntemational Monetary Fund (lMF)

Totral financial a$ets

Liabilitie3
Due to lntemational Monetary Fund (lMF)
DepogiB due to bank8 and govemment

Total f nancial liabilities

Net position

307,818
471,789

GBP
KShs' million

34,766 172,853
01,336

Others
KSh3' million

33,620
7,353

5.18,887
940,478

39,56839,568

't,179,137 u,78 234,189 39,588 40,973 1,528,933

190,210 196,210
92,70530,022 3,607 55,922 3,15/t

30,02 3,607 55,522 196,210 3,154 288,915

1,149,415 31 ,159 17E,87 (156,042) 37.819 1.240.018
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CENTRAL BANK OF KENYA
NOTES TO THE FTNANCTAL STATEMENTS (CONnNUED)
FOR THE YEAR ENOED 30 JUNE 2025

29 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

(ii) Market risk (continued)

Foreign exchange dsk (continued)

At 30 June 2024
USO

KShs' million
GBP

KShs' million
SOR

KShs' million
Others

KShs' million
Fotal

KSh3' million

?79,579
557,026

EUR
KShs' million

13.552 163,153
495

28.242
7,303

4U,526
*4,824

52,554

Assets
Balances due from banking institutiong
Debt instruments at FVOCI
Funds held with lntemAional Monetary Fund (lMF)

Total financial assets

Liabilitie3
Due to lntemational Monetary Fund (lMF)
Oeposib due to banks and govemment

836.605 13,552 163,648 52,5U 35,545 1,101,904

52,554

164,037 164,037
45,64437,7il 3,797 3,362 731

Total llnancial liabilities 37,754 3,797 3,362 164,037 731 209,681

Net position 798,85'l 9,755 160,286 (111,483) 34,814 892,223

As al 30 June 2025, if the shilling had weakened/strengthened by 5% against the major currencies with all other variables held constant,
lhe impact on the Bank's surplus and equity would have been:

. USD KShs 57,471 million (2024: KShs 39,943 million)

. British Pound KShs 1,558 million (2024: KShs 488 million)

. Euro KShs 8,913 million (2024: KShs 8,014 million)

. SDR KShs 7,832 million (2024: KShs 5,574 million).
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CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2025

29. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

(iiD Liquidity risk

Prudent liquidrty risk management includes maintaining suffcient cash and martetable securities, and the availability of funding frdn an dequele amour
of committed credit tacilities. Due to the dynamic nature ot the undedying businesses, Treasury maintains flexibility in funding by maintaining avaitability
under committed sedit lines.

Management monitoc rolling forecasts of the Bank's liquidity reserve on the basis of expected c€sh frot rs.

The table belotv analyses the Bank's financial liabiliti6 that will be setued on a net basis ir(o relevart msluriv groupirEs based on tlle remaining pcriod
at t!rc reporbng date to tile contractual maturity date. The amounB dEclos€d in tlle table belorv are the coriractual undiscounted cash l!o.8. Balances
due within 12 months equal their carrying amounB, as the impacl of discount ng is not signifcant.

On demand
KShs' million

0 - 3 months
KStu' million

4-12 months
KShs' million

'l - 5 years
KShs' million

Over 5 yearB
KShs' million

Total
KShs' million

Al 30 June 2025
Oeposib due to banks and govemment
Due to lnternational Monetary Fund (lMF)
Lease liability
Other liabilities

Total financial liabilities at 30 June 2025

At 30 June 2024
Oeposits due lo banks and govemment
Oue to lnlernationat Monetary Fund (lMF)
Lease liability
Other liabilities

487 ,521
3 l ,310

52
7 ,627

343,998
57

303,632
687 .521
678.940

122
7,627

13

687,52',1 13 3E,989 344,055 303,632 1,374,210

647,035
'199,930

24
373,482

647,035
573.412

69
6,048

?2 23
6,048

Total financial liabilities at 30 June 2024 647,035
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CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDEO 30 JUNE 2025

30, FAIR VALUE OF ASSETS AND LIABILITIES

a) Comparison by class of the canying amount and hir values of lhe linancial instruments

The hir values of fixed income securities, equity invest nenB and securities and advances to
banks (rediscounted treasury bonds) are based on price quotations al lhe reporting date.

Managemenl assessed that the fair value of balances due from banking institutions, funds held
with lntemational Monetary Fund, securities and advances to banks (freasury bills discounted,
accrued inlerest bonds discounted, repo treasury bills & bonds, accrued inlerest repo, liquidity
support framework and due from commercial banks), other assets (sundry debtors), deposits
ftom government and banks and other liabilities approximate their canying amounts largely
due to the shorl{erm maturities oI these inst uments.

Fair values of the Bank's staff loans and due from Govemmenl of Kenya and due to
lntemational Monelary Fund are detemined by using Discounting Cash Flotvs (DCF) method
using discount rate that reflects the issue/s bonowing rale as at the end of the reporting
period. This is shown in the table below:

2025 2024

Financial assels

Securities and advances
to banks (rediscounted
treasury bonds)
Loans and advances
Oue from Govemment of
Kenya

Carrying
Amount

KShs' million

5.469
3,670

Carrying
amount

KShs' million

5,321
3,627

Fat
value

KShs' million

Fair
value

KShs' million

5,522
3,371

4.974
3,580

165.251 119.134 160,311 132,193

Financial liabilities

Oue to lntemational
Monetary Fund

678,940 467.696 573.412 371,548

b) Fair value hierarchy

The table below shows an analysis ol all assets and liabilities measured at fair value in the
financial statements or ror which fair values are disclosed in the llnancial statements by level
of the tair value hierarchy. These are grouped into levels 1 to 3 based on the degree to which
the tair value is observable.

Level 1 - Quoted prices (unadjusted) in active markets for identicalassels or liabilities. This
level includes equity securities and debt instruments on recognized exchanges.
Level 2 - lnputs other than quoted prices included within Level I that are observable for
the asset or liability, either directly (that is, as prices) or indirectly (that is, derived from
pnces).
Level 3 - inputs for the asset or liability that are not based on observable market deta
(unobservable inputs). This level includes equity investments and land and buildings with
signifi cant unobservable components.
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30 FAIR VALUE OF ASSETS AND LIABILITIES (continued)

b) Fair value hierarchy (continued)

Year ended 30 Junc 2025

Assets measured at fair value:
Land and buildings
Debt instruments at fair value through
other comDrohefl 8ive income
Equity inltruments at fair value through
other comprehensive income
Gold holdings

Assets br wfiich fair yalues aro disclGed:
Securities and advances to benk!
Loans and advances
Due ftom Govemment of Kenya

Liabilities for which fair values are
disclosed:
Oue to lntemational Monetery Fund

Year ended 30 June 2024

Level 1

KShs' million
Level 2

KShs' million
Level 3

KShs' million

23,737

940,478

12
238

5,522
3,371

119,134

467.696

KSh3'million KShs' million KShs' million

22,2E8

1l

Assets meagured at fair value:
Land and buildinos
Debt insbuments at fair value through
other comprehensive income
Equity iNtrumsnts at fair value lhrough
other comprehengive income
Gold holdinos

w,824

r69

AsseB br which fair values arc disclosed
Securities and advancB to banks
Loans and advancG
Due from Govemment of Kenya

1,971

Liabilities 6r which fiair values are
disck sed:
Due to lntemational Monetary Fund

There were no tran8hrs betu/een levcls l, 2 and 3 in the year

3,580
132,193

371,548
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30 FAIR VALUE OF ASSETS ANO LIABILITIES (continued)

b) Fair value hierarchy (continued)

The Bank's land and buildings were revalued in June 202'1.

Description of valualion techniques used and key inputs to valuation of essets and liabilities

LEVEL 2 Valuation technique
Significent

observable inputs

Loans and advances
Due from
Govemment of
Kenya
Due to IMF

LEVEL 3

Land and buildings

Equity instruments at
bir value through
other comprehensive
income

Markeulncome /cost
approach

DCF

1 July 2024

DCF lnterest rate

I nterest rate
I nterest rate

lncomparable
sales of pmperties
due to the
uniqueness of
CBK properties.

lncomparable
market data.

Range
(weighted average)

lnteresl rate

'100h-'t 30/o

9.75% (SDR
allocation and

3%(GOK loan)
3%

Reconciliation of the opening balances to the closing balances of the fair values of property
and equipment: -

DCF
DCF

KShs'
million

30 June
2025

KShs'
million

Additions/
Capitalization

KShs' million

17 ,348 2,254 781 18,821

4,940 145 169 4,916

22,288 2,399 950 23,737

The significant unobservable inputs used in the fair value measurement of the Bank's land and
buildings are price per acre and estimated rental value per sqm per month and depreciated
replaoemenl cost. Significant increases (decreases) in any of those inputs in isolation uould
result in a significanlly low€r/(higher) fair value measurement.

Change in

Fair value

KShs' million

Depreciation

charge to profit

or loss

KShs' million

Freehold land
and buildings
Leasehold
land and
buildings

90



CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUEO)
FOR THE YEAR ENDED 30 JUNE 2025

3I. CONTINGENT LIABILITIES AND COMMITMENTS

The Bank is party to various legal proceedings. Based on legal advice, the directors believe that no
loss will arise from these legal prooeedings.

At 30 June 2025, the Bank had capital commitments of KShs 7,881 million (2024: KShs 12,210
million) in respect of property and equipment purchases.

Operating leases - Bank as a lessee

All the commitments relate to fulure rent payable br various premises based on the existing contracts
and projected renewals. The lease agreements are bets/een lhe Bank and the landlords and have
no provisions relating to conlingent rent payable. The terms of renewal vary from one lease to another
and may include a written notice to the lessors before the expiration of the leases and the lessors
will grant to the lessee new leases of the said premiseyproperties for a further term as may b€
mutually agreed by the parties.

The escalation rate varies from property to property and is faclorcd into the operating lease
commilment values pregenled above.

Operating leases - Bank as a lessor

The Bank has entered into operating leases on its land and buildings consisting of certain ofiice
buildings. These leases have terms of between one and 15 years. All leases include a clause to
enable upward revision of the rental charge on an annual basis according to prevailing market
conditions. The lessee is also required to provide a residualvalue guarantee on the properties. Rental
income recognised by the Bank during the year is KShs 44 million (2024: KShs 57 million).

Future manimum renlals receivable under non-cancellable operating leases as at 30 June are as
follows:

Wlhin one year
Afier one year but not more than live years
More than five years

2025
KShs 'million

2024
KShs 'million

29
11

24

33
32
24

64 89
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32, MATURITY ANALYSIS OF ASSETS AND LIABILITIES

The table below shows an analysis of a$ets and liabilities analysed according to when they are
expected lo be recovered or settled.

Within 12
months

KShs' million

Aner 12
months

KShs' millionYear ended 30 June 2025

ASSETS
Balances due ftom banking institutions
Funds held with lntemalional Monetary
Fund (lMF)
Securities and advances lo banks
Loans and advances
Debl insfuments at fair value through
other comprehensive income
Equity instruments at fair value through
other comprehensive income
Other assets
Gold holdings
Righlof-use asset
Property and equipment
lntangible assets
Retirement benefit assets
IMF Funds On - Lent to GOK
Due from Governmenl of Kenya

TOTAL ASSETS

LIABILITIES
Currencl in circulation
Oeposits due to banks and govemment
lnvest nent by banks
Due to IMF
Other liabilities

TOTAL LIABILITIES

NET ASSETS

548,702

39,565
36.9s1

/t93

399,830

6,822

67 ,628

1 9,619
3.177

Total
KShs' million

548,702

39,585
56,570

3,670

9210,/178

12
4,822

238
125

28,587
3,91?
7 ,258

478,5E2
'165,251

540,648

12

238
125

28,587
3,942
7 ,258

478,5E2
97,623

1,099,991 1.179,81 r 2,279,802

887,521
106,018

7,749

357,0r 5

678,940

357,015
687 ,521
106,018
678,940

7 ,719

801,288 1,035.955 1,837 ,243

29E.703 '143,856 442.559
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3?. MATURITY ANALYSIS OF ASSETS ANO LIABILITIES (continued)

\Mthin 12
months

KShs' million

Afier 12
months

KShs' millionYear end6d 30 June 2024

ASSETS
Balancos duo from banking institutions
Fund3 held with lntemational Monetary Fund
(lMF)
S€curities and advances lo banks
LoanS and advances
Debt insbument3 at fair value through other
comprehensive income
Equity instrumonB at fair value through other
comPrehengiv0 income
Other asset!
Gold holdings
Right-of-u3o asset
Property and equipmenl
lntangibla aslet3
Retircmenl benefit assets
IMF Fund3 On - Lent to cOK
Due from Govemment of Kenya

TOTAL ASSETS

LIABILITIES
Cur€nc, in circulation
Depogit3 due to banks and govemment
Due to IMF
Olher liabllitieg

TOTAL LIABILITIES

NET ASSETS

4U,312

52,5s0
216,81 1

649

199,716

7 ,',t't7

61,02r

23,036
2,578

365,'108

't1

109
64

29,s83
2,066
5,861

409,375
90,290

Total
KShs' million

1U,312

52,5s0
239,U7

3,627

564,824

11
7 ,117

't 69
64

29,583
2,666
5.861

409,375
160,311

1,022,',t76 938,141 1,960,317

647,035

6.117

333,795

573.112

333,795
647.035
573,412

6,117

653,'t52 907 ,207 r,560,3s9

369,024 30,934 390,958
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