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CENTRAL BANK OF KENYA
BANK INFORMATION
FOR THE YEAR ENDED 30 JLINE 2023

BOARD OF DIRECTORS

Mr. Mohammed Nyaoga
Dr. Patrick Njoroge
Dr. Kamau Thugge
Dr. Julius Muia
Dr. Chris Kiptoo
Mr. Samson Cherutich
Mrs. Nelius W. Kariuki
Mrs. Rachel Dzombo
Mr. Ravi J. Ruparel

SENIOR MANAGEMENT

Dr. Patrick Njoroge
Mrs. Sheila M'Mbijjewe
Dr. Kamau Thugge
Dr. Susan Koech

HEADS OF DEPARTMENT

Mr. Kennedy Abuga
Mr. Willianr Nyagaka
Mr. David Luusa
Mr. Cerald Nyaoma
Mr. Anthony Gacanja
Mr. Stephen Muriu
Ms. Darliah M. Mbugua
Mr. Michael Rundu Eganza
Ms. Caroline Mackola
Ms. Beth Kithinji
Prof Robert Mudida
Dr. Walter Onyino

REGISTERED OFFICE AND PRINCIPAL PLACE OF BUSINESS

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

BRANCHES

Chairman (Term ended on I 7 June, 2023)
Govemor (Term ended on I7 June,2023)
Covemor (Appointed on l9 June, 2023)
Principal Secretary, The Nationar rreasury (Term ended on 30 November,2022)
Principal Secretary, The National Treasury (Appointed on 0l December,iOZZl'
Member
Member
Member
Member

Governor (Term ended on I 7 Junc, 2023)
Deputy Govemor (Term ended on I 7 June, 2023)
Covernor (Appoinrcd on I 9 June, 2023)
Depury Govemor (Appointed on t0 March,2023)

Director - Governor's Oflice (Board Secretary)
Director - Kenya School of Monetary Studies
Director - Financial Markets Department
Director - Bank Supervision Depanment
Director - lnfomration Tcchnology Department (Resigned oa21 May,2O23)
Director - Ceneral Scrviccs Departnent
Director - Human Resource and Administration Department
Director - Banking & National payments Department
Director - Finance Departmcnt
Director - lnternal Audit and Risk Management Department
Director - Research Department
Acting Director - Information Technology Department (Appointed on 2? May,
2023)
Dirccto-r - Currency Operations Depanment (Appoinrcd l0 July 2023)
Head- Srraregic Management Deporlnrcnr - (Appointcd on l0 Noremter,2022)
A_c^ting Director- Srrategic Managemenr Deparrrirent - (Rcrired on 29 November,
202?)
Director-Branch Adminisrrarion Department- (Appointed on 7 August 2023)
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Mr. Paul Wanyagi
Mr. George Amollo
Dr. f oshua Ngundi Kimoro

Mr. Kibunyi Amdany

Mombasa Branch
Central Bank of Kerrya Building
Nkrurnah Road
P.O. Bor 86372
80 100 iVlonrbasa

Kisurnu Branch
Central Bank of Kenya Building
Jorno Kenyatla H ighrvay
P.O. Box 4
40100 Kisumu

Eldoret Branch
Kiptagich House
Uganda Road
P.O. Box 2710
i0100 Eldoret
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CENTRAL BANK OF KENYA
BANK INFORMATION (continued)
FOR THE YEAR ENDED 30 JUNE 2023

CENTRAL BANK CENTRES

Nyeri Centre
Kenya Commercial Bank Building
Kenyatta Street
P.O. Box 840
I 0 100 Nyeri

Meru Centre
Co-operative Bank Building
Njuri Ncheke Street
P.O. Box 2l7l
60200 Meru

Nakuru Centre
Kenya Commercial Bank Building
George Morara Street
P.O. Box 14094
20100 Nakuru

(l

Kisii Centre
ABSA Bank Building
Sotik Road
P.O. Box 4l I
40200 Kisii

SUBSIDIARY

Kenya School of Monetary Studies
OffThika Road
Mathare North Road
P.O. Box 65Ml
00618 Nairobi

PRINCIPAL LAWYERS

Oraro and Co. Advocates
ACK Gardcn House
I st Ngong Avenue
P.O. Box 51236
00200 Nairobi

Amolo & Gacoka Advocates.
4t,A&G
Grevillca Grove, Kyuna
P.O. Box 53319-00200
NAIROBI.

PRINCIPAL AUDITOR

The Auditor - General
Anniversary Towers
P.O. Box 30084
00100 Nairobi

DELEGATED AUDTTOR

Deloine & Touche LLP
Deloitte Place
Waiyaki Way, Muthangari
P.O Box 40092
00100 Nairobi
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CENTRAL BANK OF KENYA
STATEMENT OF CORPORATE GOVERNANCE
FOR THE YEAR ENDED 30 JTINE 2023

I. StatementofCorporateGovernance

o

a

o

o

o

,.

The central Bank ofKenva (lhe "Bank"/"cBK") is rvholll,orvned by (he covernmcnt ofKenya. The Bankis established bv and derivcs its authority rna ,..ounrouiriry n'^om enicre zr r'oitiJionrtirrrion of Kcnya.The Bank is commined to maintaining ltre r,igttesr s;dards of integrhy, professionalism and ahics in all itsoperations.
)

o

o

l.l. Board ofDirectors

The table berow shows the Board of Directo$' appointment dates and contract end dates.

The Members ofthe Board (all Kenyans) in rhe year ended i0 June 2023 the nurnber ofnreetings held in theyear and their attendance were as follows:

nbo nlent

The centrar Bank of Kenya Act 0he *Acl") provides rhat rhe Board of Direcrors (rhe .,Board,,) sha, becomposed of a chairperson, a Govcrnor, Principal Secrcury to. Thc. Nalional rrcasury who is a non-voringmember and eight Non-Executive Direciors. Ttr; la; ;;;urres rhar rhe presidenr appoinrs rhc chairman andGovemor after a compctitivc process and approval of Pailiament- orn"r u,anii.Hicipal s*.r.tu.y ro Th"National rreasury who is an.ex.-officio meinber, rit 
-u,. 

r.ron-e*.cutive Dircctors of the Boord ore alsoappointed by the Prcsident with the approval or paaianrcnr. All rhe Board r"ru"o.r. appoinred For a termof four (4) vears each and arc erigibri fo re.ppoinrr.niio, . il ;il;;; i;ir.." plria.a rhat no Boardmcmbcr holds oflice for more rhan nvo (21 rcrms.

All the Non-Executive Directors are independent of managernent and fi.ee from any business or otherrelationship, which could interfere with the Lxercise orttr"i, in'a.p.nainio""ot;;;" ''
The Board meels once everv two (2) months and has a formal schedule of agenda items duc for deliberations.The Directors arc given apitopti.ti .na ri,r,.ry inionn"lion to 

"nable 
rhem to provide and mainrain full andeffective dircction and conrol over srategic, 

'nnrnri.i 
ana operarional is,u;;iih;;;"k. The goard is norinvolvcd in thc conduct of day-to'day buiiness 

"r 
,itir irii,. ,.rp""riuiii,y eir*',o ,Il cor.rnor by rarv. rrhowever, retains ihe responsibility oiapproving ,f," pofi.", ol,rhe Bank.c)

t
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No. Name

fPosirion
Discipline of Appointrnent Contract end

dateMohammed Nyaoga Lawyer on I 8 June
l9

17 June 2021

Patrick Njoroge Economist on I 8 June
I9

17 June2023

2 Kamau Thugge Economist Appointed on l9 June
2023

l8 June 2027

pal Secretary/ The Economist Permanent

4 rs. Nelius Kariuki Economisr inted on 5

2020
December

Ravi Ruparel ber Financial Sector
Expen

on5 Decernber

5. r. Samson Cherutich
inted on 5 December

Rachel Dzombo trcr on5
ber

I December
2024

Vo.
ron isc ip I ine

N

Meetings
AttendedI

2. Dr. Pan'ick
ipal Sccretary/ The National e Olficer

8

l I
7

Nelius K
r. Rar,i Lrer tn ial

Chclut !'l \ecou n[anl

I
6

7 8

8
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CENTRAL BANK OF KENYA
STATEMENT OF CORPORATE GOVERNANCE (continr,red)

FOR TTIE YEAR ENDED 30 JUNE 2023

l. StatemcntofCorporateGovcrnancc(Continued)

l.l. Board of Directors (continued)

The rernuneralion paid to the Directors tbr services rendered during the financial year 202212023 is disclosed
in Note 28 to the financial statements. The Non-Executive Directors are paid a monthly retainel fee and a

sitting allowance for every rneeting attended. There were no loans to Non-Executive Directors during the
year while Executive Directors are paid a monthly salary and are eligible for staff, loans.

1.2. Secretary to the Board

The Board Secretary provides technical and secretarial services as rvell as corporate governance and logistical
support to the Board. He facilitates efficient policy making interface with policy implenrentation. The Board
Secretary also advises the Board on lcgal matters. ln conjunction with the Chairnran, the Board Secretary
ensures good and timely inforrnation florv among the Board members, the Board Cornrniftees and

Management. All members of the Board and Managcment have access to the Board Secretariat services.

1.3. Audit Committce

The members of the Audit Cornminee in the year ended 30 June 2023 were Mr. Samson K. Cherutich
(Chairman), Mr. Ravi J. Ruparel, Mrs. Nelius W. Kariuki and Mrs. Rachel Dzombo. The mernbers are all
Non-Executive Dircctors rvith experience in Accounting, Auditing, Finance and Managemcut. The
Committee meets once every two (2) months and as necessary. Thc Terrns o[ Relerence of the Audit
Committee cover five (5) major areas, namely: lnternal Control Systern, Risk Management. Financial
Reporting and Related Rcporting Practices, Extemal and lntemal Audits.

The Audit Commiftee's mandate, under lntemal Control, includes ensuring that intemal conl.rol and risk
manag,ement is planned, structured and irnplemented at the Bank. The Committee also ensures that intemal
and external audit recommendations rvhere applicable, are implernented.

The mandate relating to Financial Reporting and Related Reporting Practices requircs the Audit Committee
to review the annual financial statements of the Bank, the extemal auditor's opinion and their comments on

intemal controls and other observations. The Cornminee also reviews significant accounting and reporting
issues and their impact on financial reports and legal matters that could significantly inrpact on the financial
statements, among other t'inancial reporting responsibilities.

With regard to Extemal Audit, the Audit Comminee reviervs the extcrrral auditor's proposed audit scope,

approach and audit deliverables, and revielvs the financial statements belore subrnission to the Board for
consideration and approval.

The Committee's mandate on lnternal Audit covels review oFthe activities and resources of the intemal audit
function, including the effectiveness, standing and independence ofthe intenral audit firnction rvithin thc Bank.
lt also covers review ofthe internal audit plan and follorv up ofthe irnplernentation of internal audit findings
and recommendations. The Audit Cornrnittee rcports to the Board of Directors on the standing and

independence of the internal audit function within the Bank. The Audit Comrnittee also reports to the Board of
Dilectors on interral audit scope, approach and deliverables.

'lhe Cornm ittee Members' positions, disciplines and nurnber of rneetings attended for the -vear ended 30 June

2023 rvele as follows:

{o. Narne Position D isc ipline Meetings
Attendcd

Mr. Sarnson Cherutich Chairman Accountant t0
) Mr. Ravi Ruoarel Member Financial Sector ExDert IO

,_ Mrs. Nelius Kariuki Mernber Econom ist 9

l. Mrs. Rachcl Dzornbo Mlenrber Managernent ExDe( l0
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CENTRAL BANK OF KENYA
STATEMENT OF CORPORATE GOVERNANCE (continued)
FOR THE YEAR ENDED 30 JUNE 202]
l. Sta(ementofCorporeteGovernance(Continued)

1.4. Human Resources Committec (HRC)

The mcmbers of the HRC in the yearended 30 lune2023 were Mrs. Nelius Kariuki (chairperson), Mr.samson cherutich, Mrs. Rachel Dzombo and Mr. Ravi Ruparel. The members are all Non-ExecutiveDirectors with experience in Accounting, Management and Business.

The HRC of the Board perflorms an advisory role to the Bank's Board in the lulfilment of the followingoversight respons ibi I ities:

a)
b)

o

o

o

a

o

a

o Monitor the forrnulation and implementation of Human Resources poricies in the Bank;ln relation to staff matters, they ensure the Bank's compliance with the Kenyan constitution, Laws ofKenya, CBK regulations and its own code ofconduct;
Perform any other Human Resources related functions as assigned by the Board.
Monitor the irnprementation of Board resolutions rerating to the HRC of the Board.

o
c)
d)

o

)

The goal of the committee is to drive the HR function at the Bank to attain best in class global standards.

The members of the Human Resources committee in the year ended l0 June 2023 and their attendance ofthe meetings held in the year were as Follows:

No. Name Position Discipline Meetings
anendedMrs. Nelius Kariuki Chairperson Economist 6

t-
Mr. Samson Chcrutich Member

6Mrs Rachel Dzombo Member
6t. Mr. Ravi Ruparel Member Financ ial Sector Expert 6

t.5. Monetary Policy Committee (MpC)

Section 4D of the Central 
-Bank of Kenya (Anrcndment) Act 200g establishes the Monetary policy

Committee (MPC) The MPC is responsible for formulating monetary policy and is required to meet at leastonce every nvo (2) months. The MpC cornprises rhe:

i) Covemor rvho is the Chaimtan

il The Deputy Govemor rvho is rhe Depu! Chairpersoniii) Two (2) members appoinred by the dou.,,.,o,. frorn thc cBK. orrhe rwo members:

a) one shall be a person with executive responsibility within the Bank for rnonctary analyses and;b) one shall be a person with responsibiliry within the Bank for rnonerarv poii.f op",orionr.

iv) Four (4) extemal members appointed by thc Cabinct Secretar-v for The National Treasuryv) Principal Secretary for the National Treasury or his Representative

Exlernal mcmbers of the MPC are oppointed for an initial pcriod of three (3) years each and rnay bereappoinled for another final lenn of three (3) years. Thc quoiurn lbr unc ,neeiings is nve (51 members.onc of rvhom must be the chairman or Depuiy chairperson. At lcasr onc. er"ry-six monlhs the MpCsubmits a report on its activilies to the cabiner sccrcrary lor rhe National r;;;,y, and rhe cabinetSecretary lays a copy ofeach repoft before the National Assembly.
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CENTRAL BANK OF KENYA
STATEMEN'I OF CORPORATE GOVERNANCE (continued)
FOR THE YEAR ENDED 30 JUNE 2023

l. StatcmcntofCorporateGovernancc(Continued)

1.5. Monetary Policy Committce (MPC) (continued)

The MPC held seven (7) meetings in the year ended 30 June 2023, and attendance rvas as follorvs:

I Dr. Kamau Thugge was appointed Govemor of CBK effective liom June 19,2023
2 Dr. Patrick Njoroge's term as Covemor ofCBK ended on June 17,202]
3 Dr. Susan Koech was appointed Depury Covcrnor of CBK effective from March 10,2023
4 Mrs. Sheila M'Mbijjewe's term as Depury Governor of CBK ended on June 17, 2023

1.6. ManagementStructure

The positions of Govemor and Deputy Governor arc set out in the CBK Act Cap 49 I of the Laws of Kenya.
The Covernor and the Deputy Govemor constitute the Central Bank's Senior Managernent. As the Chief
Executive ofthe Bank, the Govemor assigns duties to the Deputy Governor.
There are I4 Directors who head up the key departments ofthe Central Bank, using structurc, oversight,
govemance and control olthe key areas. Senior Managenrent and departrnental heads have frequent nreetings
in the running of the Bank, nrany of these rneetings organised in structured frameworks to ensure clarity,
transparency and success ofthe outcomes.

1.7. Code of Ethics

The Bank is comrnitted to the highest standards of integrity, behaviour and ethics. A formal code of ethics
for all ernployees was approved by the Board and is fully implernented. All ernployees of the Bank are

expected to avoid activities and financial interests. which could give rise to conflict of interest with their
responsibilities in the Bank. Strict rules of corrduct ernbedded in the Stqlf R,lles ortd Regulations and the

Emplo1,n1sn1 1c'1 2007 apply to the entire Bank's stafL

1.8. lnternal Controls

The Management ofthe Bank has put in place a systenr of internal control rnechanisrns to ensure the reporting
ol complete and accurate accounting information. Procurement o[ goods and services is strictly done in

accordance rvith the Public Proutrement & Asset Disposal Act.1015 and Regulutions,2020. ln all
operatronal areas olthe Bank. rvorkflorvs have been stl'uctured in a rnannel that allotvs adequate segreqation
o I duties.

1.9. Authorizations

All the expenditule olthe Banli nrust bc authorized in accordarrcc rvirh a contprehensive set ofthc Bartk

policies and procedulc's. Thcrc is an annual Buclget approved b1,the Boald aud a Procurentent Plau approved

b1' rhe Senior iVlanagcrncrrt bctbrc cornrncncenrent of thc financial i'ear. i'lte Board of Dircctors leccivcs
requlal nrarragclll(-tlt lrccoulrts cornpirring actual outcornes arrairtst btrtige! as a llreans ol tttortitorirtI acl.ual

ilrtarrcial 1:eribrntitrtcu,rt' tlrc Barr1..

o

c.)

(l

)

o -l

6

No. Name Position Discipline Meetings
Attended

Dr. Kanrau Thugge, CBS Chairman' Economist

2 Dr. Patrick Niorose Chairman'? Econornist 6
) Dr. Susan Koech Deouty Chaimersons Finance 3

4 Mrs. Sheila M'Mbijjewe Deputy Chairpelsonn Finance/
Accountancy

6

5 Dr. Marsaret Chemeneich Mernber (External) Economist 't

6 Prof. Jane Kabubo-Mariara Mernber (External) Economist 7

Prof. Benson Ateng Member (Extemal) Economist 7

8. Mr. Humphrey Muga Member (External) Economist 'l

Mr. Musa Kathanje Representative of the Principal
Secretary, The National
Treasury

Econornist
.I

l0 Mr. David Luusa Member (lnternal) Economist 7

lt Prof. Robert Mudida Member (lnternal) Econornist 7

a
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CENTRAL BANK OF KENYA
STATEMENT OF CORPORATE GOVERNANCE (continued)
FOR THE YEAR ENDED 30 JLTNE 2023

l. StstementofCorporateCovcrnance(Continued)

1.t0. lnternal Audit and Risk Management

The internal audit function and.risk ovcrsight is perlormed by Inrcmal Audir Dcpanmenr. The department isrcsponsible lor monitoring and providingadvice on the Bink's risk and audii franrc.vork. ari reports oilnlcmal Audit Departmenl and Risk Management Unit are availed to ttre erdiicomminee of rhe Board.

l.ll. Transparency

The Bank publishes an Annual Report, Monthly Economic Review, Weekly Releases, Statistical Bulletinand Bi-annual Monetary Policy Statements. ln addirion, rhe Bank i.r;";;;ii"y brieFs ro The NationalTreasury on both the Monetary and Fiscal policies. On an annual basis, tlie iinancial Statements of theBank art pubrished in the Kenya cazette and praced in the Bank's website.

2.0. Financiatperformance

The Bank's financial performance is primarily affected by the Monetary policy stance adopted, interest mtesand changes in exchange rate. The Bank's financial pcilormance i. pr.r"ni'"J-on page 12 to 2l of thesefinancial statements.

During financial year ended 30 June 2023, the Bank recorded a net surplus of KShs 150,494 millioncompared to KShs 76,894 million in the financial year ended 30 June zoiz.. rne net surplus includes anunrealized exchange gain of KShs 131,489 million (2022' Kshs 68,560 millionj. The surplus is included aspart ofthe Generat Rcserve Fund.

During the financial ycar cndcd 30 Ju ne 2023,]he Bank's operating surplus was KShs 19,005 m illion (2022:
KShs 8,334 million) due-to higher average returns on the securitles pl.ttotio ona deposits. An unrcalisedfoleign 

-exchange 
gain of KShs | 3 I ,489 ; illion rvas recor dcd during rhe year ended 30 JUne 2023 (2022:

KShs 68,560 million) due to the strengthening of the US Dollar agaiisr rrr. i"r,y" Shilling The Bank alsorecorded a fair value loss on fixed income securitics held at fairuir" rt,ro.,ghotficr cornprchensive income(FVoCI) olKShs 4,698 million (2022: loss of KShs 2 I .6 I 3 rnillion) as a rcsilr oia occtine in market priccs.The loss recorded during rhe year has been presented in orher comirer,"nrir. in.or..

ln addition' an actuarial loss on rctirenrenr bcnefir assero.fKShs 2,770 million (2022: KShs t,276 million)rvas also recorded. There rvas no revaluation of land and buildings-during tn. yiu.. valuation is perfonned
every 3 years in line with the Bank's fixed assets,nanage,ncnr policy.

The consolidated Bank's assets increased to KShs t,783,209 million (2022: KShs t.438,94g million) mainlyanributed to an increase in foreign reserves and loans and advances on progranrs lor on-lending to theGovernment of Kenya. Liabilities increased to KShs l,37i,li2 rnillion 1i02-2: KShs 1,174,56E million)mainly due to an increase in IMF liabilities.
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CENTRAL BANK OF KENYA
REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 30 JUNE 2023

The Direclors submit their report together with the audited linansial statemcnts for the ycar ended l0 June 2023.
which shorvs performance of the Bank during the year and the state of affairs of Ceotral Bank of Kenyo (the
"Bank'7'CBK") as at the year end.

I. INCORPORATION

Thc Bank is incorporated by Articla 23 I of the Constitution ol Kcnya, 20 I 0.

2. PR]NCIPALACTIVITIES

The Bank is established and administered undcr the Constitution of Kcnya, 20 I 0 with the principal objective
of formulating and imploncnting monetary policy dirccted at achieving and maintaining stability in the
gcneral lcvel of priccs. It is also the responsibility of the Bank to foster liquidity, solvency and pmper
functioning ofa stable market-bascd financial system. The Bank also acts as banker, advisor and liscal agcnt
of the Govcmment ol Kenya.

3. RESULTSANDSURPLUS

The surplus for the year was KShs 150,494 million (2022: KShs 76,894 million) made up of KShs 19,005

million (2022: KShs 8,334 million) realizcd surplus and KShs l3l,4E9 million (2022: KShs 68J60 million)
unrealizcd surplus. The surplus has been included as part of the Cencral Rcscrvc Fund. The directors
rccommend a transfer ofopcrational surplus in thc year to 30 June 2023 ofKShs 5,000 million (2022: KShs
4,000 million) to the Consolidated Fund.

4. BOARDOFDIRECTORS

Thc mcmbcrs of the Board of Directors rvho served during the year and up to thc datc of this rcport are listed
on poge l.

5. AUDITOR

Thc Auditor General is responsible lbr thc statutory audit olthe Bank's Financial Statements in accordance
with Section 35 of thc Public Audit Act,20l j. Section 23(l) of the Act empou€rs the Auditor-General to
appoint other auditors to cany out the audit on his bchotf. Accordingly, Deloitte & Touche LLP rvere

appointed to corry out the audit for the ycar ended 30 June 2023 and rcport to the Auditor General.

By Order oFthe Board

o

^,

)

8 2023
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CENTRAL BANKOF KENYA
STATEMENT OF DIRECTORS' RESPONSIBILITIES
FOR THE YEAR ENDED 30 JI.INE 2023

The Directors are rcsponsible for.the preparation offinancial statements for each financial ycar that giye a trueand fair view ofdre stac ofafhirs oithe Bank as at the cnd ofthe rinanciat year ana ofthe Bank,s financialperformancc' The Directorc also ensure that the Bank keeps propcr ;.;";"il; il.as tnat disclose, with

trtr|," 
accuracv, $e financiar position of rhe Bank. They'arc abo *;t;;;il.?;Eguarding o. urr"s oi

The Dirccton accept responsibility for thc pcearation and hir prcsentation of financial statements that are freefrom marcrial missratemens whetirer due ro lnud or enor. Thry also ....pi ,"rponrii'iii y ror,

(i) Designing, implementin^g and maintaining intemal conhol necessary to enable the preparation of financialstatements that are free from matcriar misstatemerts, whether due a r..ua o, 
"r.oi

(ii) Selecting and applying appropriate accounting policies; and

(iii) Making accounting estirnates and judgments that arc rcasonable in thc circumstances.

The. Directors are of the opinion that fte financial statements give a true and fair view of the state of the financialposition of the Bank as at 30 Junc 2023 and of thc Bank's finircist p"rro-un* unJ *rn no,r, for the ycar thenendcd in accordance with lnternational Financial Rcporring srandards ;J ,h; G;hr;c of rhe central Bankof Katya Aa.

Thesc financial statements arc prepared on a going concem basis, taking into account the legal mandate andresponsibilities of the Bank, in particulu is monltary policy, financial rt"uTliry .Jp"yi*, ryr* teadcrship.

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

o

o

a

o

a

o

(./
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OFFICE OF THE AUDITOR.GEI{ERAL

E nhanc ing Acc ountability

REPORT OF THE AUDITOR-GENERAL ON CENTRAL BANK OF KENYA FOR
THE YEAR ENDED 30 JUNE, 2023

PREAMBLE

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

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

B. Report on Lavvfulness and Effectiveness in 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
Government achieves value for money and that such funds are applied for the
intended purpose.

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

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations, and that its internal controls, risk management and
governance systems are properly designed and were working effectively in the
financial year under review.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution,
the Public Finance Management Act, 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

The accompanying Consolidated and Bank financial statements of Central Bank of
Kenya (the "Bank") and its subsidiary (together, the "Consolidated"), set out on pages
12 to 114, which comprise of the Consolidated and Bank statement of financial
position as at 30 June, 2023, and the Consolidated and Bank statement of profit or

o Report of the Auditor-General on Central Bank of Kenya for the year ended 30 June, 202 3



loss and other comprehensive income, Consotidated and Bank statement of changes
in equity and the Consolidated and Bank statement of cash ftows for the year t[en
ended, and a summary of significant. accounting poticies and other explanatory
information have been audited on my behalf by Deioitte and Touche LLp auditors
appointed under Section 23 ol the Public Audit Act, 2015 and in accordance with theprovisions of Article 229 of the Constitution of Kenya. The auditors have duly reported
to me the results of their audit and on the basis of their report, I am satisfied that all
the information and explanations which, to the best of my knowieoge ano belief, were
necessary for the purpose of the audit were obtained.

ln my opinion, the Consolidated and Bank financiat statements present fairly, in all
material respects, the Consolidated and Bank financial position of the Central Bank of
Kenya as at 30 June, 2023, and of its Consolidated and Bank financial performance
and its Consolidated and Bank cash ftows for the year then ended, in accordance with
lnternational Financi{ Reporting Standards (IFRS) and comply with the Central Bank
of Kenya Act, Cap 491 of the Laws of Kenya and the Pubiic Finance Management
4ct,2012.

Basis for Opinion

The audit was conducted in accordance with lnternational Standards of SupremeAudit lnstitutions (lSSAls). t am independent of the Central Bank of kenya
Management in accordance with lssAl 130 on code of Ethics. I have fulfilled other
ethical responsibilities in accordance with the ISSAI and in accordance with other
ethical requirements applicable to performing audits of financial statements in Kenya.
I believe that the audit evidence obtained ii sufficient and appropriate to provide a
basis for my opinion.

Key Audit Matters

Key audit matters are those matters that, in my professionaljudgement, are of most
significance in the audit of the financial statements. There *"* io fe, audit matters
to report in the year under review.

Other Matter

1. Failure to Maintain the Required Number of Non-Executive Directors
As was reported il]lq previous year,.section 11(1Xd) of the Central Bank of KenyaAct, Cap 491 of 2014, provides that there shall be eight (8) other Non-Executive
Directors of the Board. During the year under review, thiBankhad onl/four (4) Non-
Executive Directors in place transacting business on its behalf. However, this has not
lffected the quorum during Board meetings as provided for in Section 12(2) of the
Central Bank of Kenya Act, Cap 4g1 of 20i4.

There was no amendment to the Central Bank of Kenya Act to provide for reduction
in the number of Directors.

2. Lack of a Second Deputy Governor

Section 138 (1) of the Central Bank of Kenya Act, Cap 4g1 states that, .There shallbe two Deputy Governors who shall be 
-appointed 

by the president through a
transparent and competitive process and with ti'e approval of parliament,,. Ourin[ theyear under review, the Bank operated with' one Deputy Governor until

Report ofthe Auditor-General on Central Bank ofKenyafor the year ended 30 June, 2023
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10 March, 2023 when a second Deputy Governor was appointed. However, one
Deputy Governor retired within the financial year on 17 June, 2023. As at the time of
audit in September 2023, the Bank continued operating with one Deputy Governor.

There was no amendment to the Central Bank of Kenya Act to provide for reduction
in the number of Deputy Governors.

Other lnformation

The Directors are responsible for the other information, which comprises the
Statement of Corporate Governance, Report of the Directors and the Statement of
Directors' Responsibilities. The other information does not include the financial
statements and my auditor's report thereon.

My opinion on the Consolidated and Bank financial statements does not cover the
other information and I do not express any form of assurance or conclusion thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, I confirm that, nothing 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

The audit was conducted in accordance with ISSAI 4000. The standard requires 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 are in compliance, 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 !NTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1Xa) of the Public Audit Act, 2015, based on the audit
procedures performed, except for 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 overall governance were not effective.

Basis for Conclusion

Unapproved Financial Statements of Subsidiary

As disclosed in Note 2(c) and 28(vi) to the financial statements, the consolidated
financial statements comprise financial statements of the Bank and its subsidiary, the
Kenya School of Monetary Studies (KSMS). However, the financial statements of
KSMS were not approved. Management has indicated that, for the last seven (7)
years, KSMS has not had a functional Board of Directors and had been proposed for

Report ofthe Auditor-General on Centrql BankofKenyafor theyear ended 30 June, 2023
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winding up in order to address concerns regarding governance and internal controls
at the KSMS, ,n9 

19 
align its objectives and financ]ai reporting framework with that ofCBK' The dissolution of KSMS as a legal entity was gazetted on 24 April, 2020.

However, as at the date of this report, KSMS had not been dissolved.

The audit was conducted in accordance with lssAl 2315 and lssAl 2330. The
standards require that I plan and perform the audit to obtain assurance about whether
effective processes and systems of internat controls, risk management and overallgovernance were operating effectively in all material respects. I believe that the auditevidence I have obtained is sufficient and appropriate to provide a basis for my
conclusion.

Responsibilities of Management and the Board of Directors

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

ln preparing the Consolidated and Bank financial statements, Management is
responsible for assessing the Bank's ability to continue as a going concern, iisclosing,
as applicable, matters related to going concern and using tie gSing 

"on""rn 
basis of

accounting unless Management is aware of the intentioi to li{uidlte the Bank or 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 AuditAct,2015.

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements
are in compliance 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 reportingprocess, reviewing the effectiveness of how Management monitors compliance witirelevant legislative and regulatory requirements, 6nsuring that effective processes
and systems are in place to address key roles and responsibilities in relation to overallgovernance and risk management, and ensuring the adequacy and effectiveness of
the control environment.

Auditor-Genera!'s Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud orerror, and to issue.an auditor's report that includes my opinion in accordance with theprovisions of section 48 of the Public Audit Act, 201'5 and submit the audit report incompliance with Article 229(7) of the Constitution. Reasonabte assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with

t
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lSSAls will always detect a material misstatement and weakness when it exists.
Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, 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, in accordance with the provisions of Article 229(6) of the
Constitution and submit the audit report in compliance with Article 229(7) of the
Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal controls in order to give an assurance on the
effectiveness of internal controls, risk management and overallgovernance processes
and systems in accordance with the provisions of Section 7(1)(a) of the Public Audit
Act, 2015 and submit the audit report in compliance with Article 229(7) of the
Constitution. My consideration of the internal control would not necessarily disclose
all matters in the internal control that might be materialweaknesses under the lSSAls.
A material weakness is a condition in which the design or operation of one or more of
the internal control components, does not reduce to a relatively low level the risk that
misstatements caused by error or fraud in amounts that would be material in relation
to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation
of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with
the policies and procedures may deteriorate.

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

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

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

Conclude on the appropriateness of the Management's use of the going concern
basis of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Bank's ability to continue as a going concern. lf I conclude that a material
uncertainty exists, I am required to draw attention in the auditor's report to the
related disclosures in the financial statements or, if such disclosures are
inadequate,to modify my opinion:tillrconclusions are based on the audit evidence

Report of the Auditor-General on Central Bank of Kenya for the year ended 30 June, 202 3
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obtained up to the date of my audit report. However, future events or conditions
may cause the Bank to cease to continue as a going concern.

' Evaluate the overallpresentation, structure and content of the financialstatements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

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

' Perform such other procedures as I consider necessary in the circumstances.

I communicate with- the Management regarding, among other matters, the planned
:c9p9 and timing of the audit and significant audit findings, including any significant
deficiencies in internalcontrols that are identified during the audit.

I also provide the Management with a statement that I have complied w1h relevant
ethical requirements regarding independence and communicate with them ail
relationships and other matters that may reasonably be thought to bear on my
independence, and where applicable, related safeguards.

CPA
AUDITOR.GENERAL

Nairobi

15 September,2O2S
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CENTRAL BANK OF KENYA
CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE
INCOME
FOR THE YEAR ENDED 30 JIINE 2023

Notes
2023

KShs'rnillion

29,020
(3,993)

3,000
t2,666
t,077

(2,8 r 3)
(t9,9s2)

(4,698)
6.612

39

25,027 t4,637

2022
KShs'million

t6,769
(2,t32)

3,000
9,742

973

(4, I 00)
(r5,9lE)

(2r,6r3)
(644)

25

Interest income
Interest expense

Net interest income

Fees and commission income
Net trading income
Other income

Operating income

Impairment allowance expensc on financial assets

Operating expenses

Operating surplus before unrealized gains

Unrealised gains:
Foreign exchange gain

Surplus for the year

Other compr€hensive income:

Items that ore or may be subsequentb' reclassifed
lo proft or loss:

Debt instruments at fair value through other comprehensive incotne

Net change in fair value during the year
Reclassifi cation to income statelnent
Changes in irnpairment allowance

ltenrs thot *ill not be reclassified to profit or loss:
Actuarial loss on retircment benefit assel

Other conrprchensive incorne tbr the year

Total cornprehensive incotne tbr the year

4

5

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

41,7't0 2E,357

8

9(a)

9(c)

19,005 E,334

l3 I,489 68,560

I 50,494 76,894

3

f

I 0(a)
r 0(b)
8

20

I

l,es3 (22,232)

(2,770) (t,276)

(2,770) (t,276)

(8 r 7) (23,508)

t49,677 53,386

a

o



o

c)

o

o

CENTRAL BANK OF KENYA
BANK STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOMEFOR THE YEAR ENDED 30 JUNE 2023

Notes
2023

KShs'million

29,020
(3,9e3)

25,027

3,000
t2,66

951

41,644

(2,8 I 3)
( r 9,E26)

19,005

l3 r,489

r50,494

(4,698)
6,612

39

2022
KShs'million

t6,?69
(2,t12)

14,637

3,000
9,742

794

28,t73

(4, r 00)
( r 5,739)

8,334

68,560

76,894

(2 r,6 1 3)
(644)

25

O

o

o

a

a

o

a

o

Interest income
Intercst expcnse

Net interest income

Fees and commission income
Net trading income
Other income

Operating income

4
5

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

8

e(a)

e(c)

o
lmpairment allowance expensc on financial assets
Operating expenses

Operating surplus before unrealized gains

Unrealised gains:
Foreign exchangc gain

Surplus for the year

J

Other comprehcnsive income:

Itcms thal are ar noy be subsqttently reclassified
to profit or loss:

Debt instruments at Pair value through other
comprehcnsive income:
Net change in fair value during the year
Reclassification to income statement
Changes in impairment allowance

ltems that will not be reclassi/ied to prolir or loss
Actuarial loss on retircrnent benefit isset

Other comprehensive income for the yetu.

Total cornprehensive incorne [or the year

I 0(a)
ro(b)
8

20

t
f

f

t,953 (22,232)

(2.770) (t,276)

(2,770) (1,276)

(8r7) (23,i08)

t49.677 )i.i 86

)

IJ
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l5

l6
I 7(a)
r 7(b)
I 8(a)
t80)

l9
20

2 l(a)
2r(b)o

CENTRAL BANK OF KENYA
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2023

Notes
ASSETS
Balances due from banking institutions
Funds held with lnternational Monetary Fund (lMF)
Securities and advances to banks
Loans and advances
Debt instruments at fair value through other
comprehensive income
Equity instruments at fah'value through other
comprehensive income
Other assets
Gold holdings
Right-ol-use assets

Property and equipment
lntangible assets

Retirement benefit asset
IMF On-Lent to Covernment ofl Kenya (GOK)
Due from Covemment ofKenya

TOTAL ASSETS

ll
l2(a)

t3
l4

22
23

r2(b)
24

25(a)
25(b)
2s(c)
25(d)
2s(e)

295,836
71,639
71,829
3,726

2023
KShs'million

42t,469
73,275
E2,469
3,594

640,530

t2
7,997

r50
79

29,7t0
t,998
4,994

326,865
t89,967

t,783,209

315,967
572,975
477,899

6,291

t,373,t32

38,000
366,730
(2 l ,333)

21,680
5,000

2022
KShs'million

636,65 r

t0
E,s59

120

90
3 t,9t0

3t0
7,081

192,924
118,263

1.438,948

305,350
539,6 l 0
325,t45

4,463

I , I 74,568

35,000
226,986
(23,286)

2 t,5E0
4,000

o

o

o

o

o

LIABILITIES
Currency in circulation
Deposits duc to Banks and Government
Due to IMF
Other liabilitics

TOTAL LIABILITIES

EQUITY
Share capital
General reserve fund
Fair value reserve

Revaluation reserve
Consolidated fund

TOTAL EQUITY 41o,077 264,380

TOTAL LIABILITIES AND EQUITY 1,783,209 t,438,948

The financial statements on pages l2 to l14 were authorised lor issue by the Board olDirectors on 8 September 2023
and signed on its behalfby:

l -SsuE-
Director
iVIr. Sanrson Cherutich

Covernor
Dr'. Kanrau Thugge

l4

a

o



o

o CENTRAL BANK OF KENYA
BANK STATEMENT OF FINANCIAL POSITION
AS AT 30 JIINE 2023

ASSETS
Balances due from banking institutions
Funds held with International Monetary Fund (lMF)
Securities and advances to banks
Loans and advances
Debt instruments at fair value through other
comprehensive income
Equity instruments at fair value through other
comprehensive income
Other asscts
Gold holdings
Right-of-use assets
Property and cquipment
Intangible assets
Retirement bencfit asset
IMF On-Lont to Government of Kenya (GOK)
Due from Govemment of Kenya

TOTAL ASSETS

LIABILITIES
Currency in circulation
Deposits due to Banks and Govemrnent
Due to IMF
Othcr liabiliries

(^r

o

o

il
I 2(a)
t3
t4

20
2l(a)
2r(b)

o

o

o

!

o

o

a

Notes
2023

KShs'rniltion
2022

KShs'million

295,836
7t,639
71,829
!,726

t5

6
7(a)
7(b)
8(a)
8(b)
9

640,530 636,65 I

42t,469
73,275
82,469
3,694

t2
7,858

t50
.t9

29,710
l,998
4,994

326,86s
t 89,967

t0
8,446

t20
90

3 r,9 t0
3r0

7,08 r

192,924
I 18,263

o

o

t,783,070 t,438,835

o TOTAL LIABILITIES

EQUITY
Share capital
General reserve fund
Fair value reserve
Revaluation reserve
Consolidated fund

TOTAL EQUITY

Director
Mr. Samson Cherutich

22
23
r 2(b)
24

315,967
572,975
47'1,899

6,152

38,000
366,730
(21,333)

2t,680
5,000

30s,350
539,6 r 0

325,145
4,330

35,000
227,N6
(23,286)

21,680
4,000

1,372,993 t,t74,435

2s(a)
250)
2s(c)
25(d)
25{e)

a
3

l

J

410,077 264,400

TOTAL LIABILITIES AND EQUITY I,783,070 I,438,835
E:-=

The-financial statements on pages l2 to I l4 were authorised lor issue by the Board ofDirectors on g Septernber
?023 and, signed on its behalfby;

Govemor
Dr. Kanrau Thugge
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CENTRAL BANK OF KENYA
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 202]

OPERATING ACTIVITIES

Cash used in operating activities
lnterest received
lnterest paid
Interest paid on lease liabilities

Cash used in opcrating activities

INVESTING ACTIVITIES

Purchase ofpropcrty and equipment
Purchase of intangible assets

Proceeds from disposal ofpropcrty and equipmcnt
Net change in debt instruments at fair value through other comprehensive
income
Net change in securities and advances to banks
Nct changc in funds hcld with lnternational Monctary Fund (lMF)

Net cash generated from (uscd in) investing activities

FINANCING ACTIVITIES

Payment of principal portion of lease liabilities
Receipts from International Monetary Fund (lMF)
Repaymens to the International Monetary Fund (lMF)

Net cash generated from financing activities

Nct incrcase.(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning ofthe year
Effect of forcign exchange rate changes on cash and cash equivalcnts

2023
Notes KShs'million

2022
KShs'rnillion

o

I 8(a)

r8(b)
l9

I 8(a)
27(b)
27..]o)

(r02,820)
27,319
(3,ee3)

(5)

(57)
96,s81
(6,736)

t 14,8 r9
36 1,87s
3s,4t9

(238,793)
17,210

(2,t32)
(7)

(61)
I t0,597

( I I ,220)

(r42,864)
489,666

t5,013

26

(79,499' (223,722)

( l,3e5)
(77e)

3

98,9 r 0
(r,300)
10,224

47,264
4,434

(67,e85)

t04,524 ( r 8,458)

,449)
,865)

4

o

89,794 99,316

a

J

CASH AND CASH EQUIVALENTS ATTIIE END OF Tl-lE YEAR z't(a) 512,1 l3 361,875

o

20
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CENTRAL BANK OF KENYA
BANK STATEMENT OF CASH FLOWS
FOR TI{E YEAR ENDED 30 JUNE 2023

OPERATING ACTIVITIES
Cash uscd in operating activities
lnterrst received
Interest paid
Interest paid on lease liabilities

Cash used in opcrating activities

INVESTING ACTIVITIES

Purchase ofproperty and equipment
Purchase of intangiblc asscts
Procccds &om disposal ofproperty and equipment
Net changc in debt insruments at fair value ihrough other
cOmprchaUive income
Net change in sccuritics and advances to banks
Net changc in funds held with Intcmational Monetary Fund (lMF)

Net cash generated from(used in) investing activities

FINANCING ACTIVITIES

Notes

26

I E(a)

r E(b)
t9

2023
KShs'million

(r02,E20)
27,319
(3,993)

(s)

(57)
96,s87
(6,736\

l l4,Et9
36 r,875

(79,499) (223,722)

( r,39s)
(77e)

3

98,9r0
( r,300)
10,224

47,264
4,434

(67,e8s)

104,524 ( t 8,45E)

2022
KShs'million

Q3E,793)
17,2t0

(2,t32)
(7)

(61)
I 10,597

(t t,220)

(t42,864)
489,666

a

a

o

o

o

a

o

,449)
,86s)

4
(

o

o

o

:)

Payment of principal portion of lease liabilities
ReccipB from lnternational Monetary Fund (tMF)
Reprymcn6 to the lntcmational Monetary Fund (lMF)

I 8(a)
?7(b)
2't(b)

o

a

Nct cash gcncrated from financing activities 89,794 99,3 l6

Na incrcase (dccreasc) in cash and cash cquivalents

lgh and cash cquivalcns at rhc beginning of the ycar
Effect of forcign cxctangc rate changes on cash and cash
equivalents

)

CASH AND CASH EQUIVALENTS AT THE END OF THE
YEAR

35,419 15,0'73

27(a) 5t2,r t3 36t,875

2r

o
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CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JUNE 2023

I. GENERAL INFORMATION

Central Bank of Kenya (the "Bank"/" CBK") is established under Article 23 I of the Constitution of Kenya.
The Cenral Bank of Kenya is responsible for lorrnulating monetary policy, promoting price stability, the
payment system and perlorming other functions conferred on it by the Act of Parliament. The Bank is wholly
owned by the National Treasury. The Bank acts as banker, advisor and agent olthe Government ofKenya.

2. SUMMARY OF SIGNIFICANT ACCOLNTING POLICIES

The principal accounting policies adopted in the preparation of these Financial Staternents are set out below
These policies have been consistently applied to all years presented, unless otherwise stated.

(a) Basisofpreparation

The financial statelnents are prepared in compliance rvith lnternational Financial Reporting Standards
(IFRS). The measurement basis applied is the historical cost basis, except where otherwise stated in the
accounting policies below. The financial statements are presented in Kcnya Shillings (KShs), rounded
to the nearest million.

(b) Changes in accounting policies and disclosures

Netv and antended slandards

The following arnendments became effective during the period

Several new and revised standards and interpretatiorrs becarne effcctive during the year. The Directors
have evaluated the impact ofthe new standards and interpretations and none ofthem had a significant
impact on the Bank and its subsidiary financial statements.

The following revised IFRSs were effective in the current year and the nature and the impact ofthe
relevant amendments are described below.

a)

o

o

o

o

o

)

c) Amendrnents to IFRS 3
Amendments to IAS l6

Amendments to IAS 37
Annual lmprovements to IFRS Standards 20 l8 -
2020 Cycle

R elerenc e I o Concep tua I F r an evv or k
Property, Plant ond Equipnrcnl - Proceeds before
lntended Use

Onerous Conlracls - Cost of Fulfilling a Conlract
Annuol lnprovetnents to IFRS Standards 2018-2020
(Moy 2020)

3

Amendments to
IAS l6 - Property,
Plant and
Equipmcnt -
Proceeds before
intended use

These are amendments regarding proceeds from selling iterns produced while
bringing an asset into the location and condition necessary for it to be capable of
operating in the manner intended by management.

This amends the standard to prohibit deducting frorn the cost ol an itern of
property, plant and equiprnent any proceeds frorn selling items produced while
bringing that asset to the location and condition necessary for it to be capable of
operating in the rnanner intended by rnanagement. lnstead, an entity recognises
the proceeds frorn selling such iterns, and the cost of producing lhose itenrs, in
profit or loss.

An entity applies the arncndments retrospectively only to items of property, plant
and equipnrent that are brought to the location and condition necessary lor thenr

to be capable ofoperating irr thc tnanncr intended by managernent on or after the

beginning ofthe ealliest period presented in the financial staternents in rvhich the

entity t'irst applies the anrendrnents. The directors do not expect that the adoption

of the arnendrnent uill have a nraterial irnpact on thc lrnancial sratcments olthe
Banl< and is subsidiar'1'.

O

)'l
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CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JUNE 2023

o

o

o

o

o

a

a

2 SUMMARY OF SIcNIFtCANT ACCOUNTING POLICtES (continued)

(b) Changes in accounring policies and disclosures (Continued)

New and omended stantlnrds (Contimted)

o

O

o

:)

O

a
3

I

-)

Amendments to
IFRS J: Reference
to the Conceptual
Framework The changes in Reference to the Conceptual Framework are as follows;

a) Update IFRS 3 so that it refers to the 20lE Conceptual Framework
instead of the 1989 Framework;

b) Add to IFRS 3 a requirement thar, for transactions and other events
within the scope of IAS i7 or IFRIC 21, an acquirer applies IAS 37 or
IFRIC 2l (insread of the Conceptual Framework)'io identiSr the
liabilities it has assumed in a business combination; andc) Add.to IFRS 3 an explicit statement that an acquirer does not recognise
contingent assets acquired in a business combination.

The amendments are effective ior annual periods beginning on or after I
January 2022. Early application is permitted if an entity also applies all other
updated references at the same time or earlier.

The directors do not expect that the adoption of the amendment will have a
material irnpact on the financial statements of the Bank and its subsidiary.

The amendments
in IFRS 3 wittrout

update an outdated referen
significantly changing the

ce to the Conceptual Framework
requirements in the standard.

Amendments to IAS
37: Onerous
Contracts - Cost of
Fulfilling a Contract

The directors do not expect that rhe adoption ofthe amendment wilr have a
material impact on the financial statements of the Bank and is subsidiary.

amenThe dments that the 'cost fo fillful aspeci ry contracting thecomprises
thatcosts re Iate thetodirectly Costscontract' relatethat to contractad irectly

eithercan be incremental ofcosts fulfill contractthatln8 (exam bewouldples
direct labour anor ofallocation othermaterials) costs relatethat todirectly

IfiIfu contractsling tdwou thebe alexample(an locat ofron the iationdeprec
for an otem andcharge propefty plant tnused fu theequipment ling

contract).

The amendment provides additionor rerieF to a subsidiary rvhich bccomes a
first-time adopter later than its parent in respect ofaccounting for cumulative
translation differcnces. As a result oflhe amendnrent, a subsidlary lhat uses rhe
exernption in IFRS l:Dl6 (a) can norv also elecr lo measure cumulative
rranslation differences for all foreign operarions ar thc carrying amounr ftat
would bc includcd in rhc parcnr's consolidatcd financial slaremenls, based on
the parenr's dore of ransirion to tFRS Accounting standards, ilno ad.luuments
were made for consolidation proccdurcs and for thc effecs of the business
combination in rvhich rhe parenr acquired rhc subsidiary A similarelection is
availablc to an associate or joinr 

'cnturc 
that uses the erirnption in r FRS r : D r 6

(a)

Reportingof lnternational FinancialIFRS t First-time Adoption
Standa rds,

Annual
Improvements to
IFRS Accounting
Standards 201 I -
2020 Cycle
(Finoncial
Instrunenls - Fees in
the 'l 0 per cent' test

for derecognition of
/ina nc ial I iabil ir i es,

IAS 4l Agricultu.e -
Tcttation in fair vahte
Meosu'enents, IFRS
9 Financial
lnslratnrcnts - Fees in
tlte '10 per cent'
tesl .for der ecogn it iort
offi nu nci al I iah i I i t i et)

material irnpact on the financial statetnenrs oFthe Ba^k and its subsrdiary
IFRS 9 Financial lnsrlunrents
'fhe arnendmenr claritics rhat irr applying rhe 'l 0 per.cent' test to assess rvhether
to derecognise a firrancial liabilirl'. an entitv includes onl;- f'ees paicl or received
betrvcen the q'ntitv (rhe bor.orvcr) and rrre rentrer. incrudirig rees paid or
rcceived by r.itlrcr thc cntit\. or thc lcrrcler on tlrc other..s behalll

The directors do not expect that the adoption of the arnendrnent rvill have a

)j

o
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o

o

a

o

a

o

a .CENTRAL BANK OF KENYA
NOTES To THE FTNAIFII!-STATEMENTS (conrinued)FOR THE YEAR ENDED 30 JUNE ioi;"^'"
2. SUMMARy OF STcNTFICANT ACCOUNTTNC pOLTCIES (continued)

(b) Changes in accounting policies and disclosures (Continued)

Nev ond onrcnded standards (Continaed)

Slandards issuerl bilt not ),et elJectiva

a')

o

o

U

J

a At the date of aulhorisation 
"-fllt:" financial sratemenrs, The Bank and its subsidiary has not applied thei:lll,lTf ffif*'.:';'o.;mr1;3ffi;",i,;fi'Jx;Tll,;,,."J L,i;#;;;:'r,::tiveand in some

:l:"?X:"or: do nor expect ttrat rhc adoprion
on rhe ttnancial staretneilts ofrhe gant ana ii,

of the Standards listed above will have a rnaterial itnpactsubsidiarl in tirture periods.
Eorly udoption of sttnilords

Iji:oo:ll :'*1J:'ili;l'il, il; : i.$,:,lJl, 
adopted an-r sr,rndards i,,re, preratio,,s or. a,,rc,rd,,c,rs rhar

f

l

)

j

The directors do not thatcxpcct the oadoption the amcndment u,ill have a materialonmpact thc financial statemenls of the Bonk and its subsidiary.

Thc. amcndment rcmoves the illustration oIthe reimburscmcnI ofl csscholdrmp,ovemcnE.

IFRS l6 Leases

Annual
lmprovements to
IFRS Accounting
Stendards 20lg -
2020 Cyctc (Financial
lnstrumenB - Fecs in
the '10 per cenl' lest
lor derccognition o/
financial liobilities,
liS 4l lgricutture -
Tavtion infair value
Measurearcnts, IFRS 9
Fi nancial Ins lrunrents

;:i:''' 
the 'to per

testlor derecognition
of.linoncial liabilitie.r) ,1:11'*t:." do not expecr rhat thc adoption of rhe amcndmcnr rvi, ha'e a mareriarrmpact on the financial srarcmenrs ol.the Bank 

"rrJr*.ririii"rr.

Thc amcrdmcnt removes the requiremcnt in IAS 4l for cntitics to excludc cashllou,s for tatation rvhen mcasuring fair value. in,, 
",,grr',n" fair valuemcasurcmcnr in lA S 4 r rvirh therequirem** 0f rFd'i; ;air varue Measurrrncntto use inrcmally consisrcnr cash nor",,na iir"or"i .,*, *i 

"*Ules 
prcparcrs rodeGrminc rvh.ether to usc pre,ux or posl-l&\ cash flous and discount mles for themost appropriatc fair valus rrr€asir6rsr1.

IAS 4l Agriculture

and Anrcndmen$ lo slottdanls
lor ounual periods beginning on

tomendmenB IFRS and0 sIA 28 Sale or Contributionttssets behveen on inveslor ond rh .4ssociate or Joint
2023January with early application

ined.

l7'. Insurance Conlracts I January 2023

or non-cuffent
ro tAS I o/ liobilities as Jan 2uary with021, ierearl application

ined
to IAS and FRS statempractice entofaccotrnling policies 2023,January earlrvith rer application

ined

accounling estit,o!es
to IAS 8 De/inition o/

2023,January with earlier application
entsmendm IASto 2: TaxDeJbrretl loreluted Assets and

oarising front Single Transaction
January rvith2023, earlier application

iued
to IFRS 16 - Lease Liabiliry in a Sale and Jan luary rvith2024, earlier application

fted

o

.24
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CENTRAL BANK OF KENYA

NOieS ro THE FINANCIAL STATEMENTS (continued)

rON TgE YEAR ENDED 30 JL]NE 2023

2. SUMMARY OF SIGNIFTCANT ACCOTJNTING POLICIES (continued)

(c) Basisofconsolidation

Theconsolidatcdfinancial$atementscomprisethefinancialstatemcnsofthcBankanditssubsidiary'
Kcnya School of MonetEry Studies, as.at'i; ir". ZOil. Kenya School of Monctary Studies is a

subsidiary of th;'B;;k. ihi in"estment.in J;d;l;lh.:ePal'aE financial slatements is mcasured

at cost less impairmenr. The Ban[: h* th" ;;;;;'8;;,d financial and operating policies of the

school. The ,,lfJiir.y *.. frrf,'t""r"ria;"iil;it . date on which con'ol was transferred to the

Bank.

TheBankusestheacquisitionmethodtoaccountforbusinesscombinations.Theconsideration
transferred for the acquisition of a subsidiiry-J,t "'iuii 

ruf 
".t 

of.the assets transfened' the liabilities

incurred 
"rd 

,h;;;;i;;ni"r.rt, irrr.a uv in. e"nt and is subsidiarv. Acouisition-related costs are

expensed ., licrrrJa. identifiable .r..o u"qu'l-J -a-ii,bititi"' and contingent liabilities assumed in

a business ";;;;til; 
measured initially at their fair value at the acquisition date'

Theexcessoftheaggregateofthe-considerationtransferredandtheamountofanynon.controlling
intcrest in the acquiree and the acquisition-iui, iair r.G oru"y previous couilv interest in the acquirce

over the fai, ,afJe ofthe Bank's ihare ofthe identifieble net assets acquired is rccordcd u goodwill'

lfthis is less than the lair value ottt"r,.i'urr.t, ofthe subsidiary acquircd in rhc case ofa bargoin

purchase, *to Jifitttnt" is rccognised directly in profit or loss'

tnter-company ransacrions, balences anJ inr.Jtit.a eains 91 transactions bctween Bank and its

subsidiary entitics arc eliminared on 
"onJtio",ion' 

Unicalised losses-are also eliminated unless the

rransaction provides evidence or un i.ioiii""i'"i'itt" **t transferred' Accounting policies of

subsidiaries have been changed *t"r, n..irr",vio.nru.. consistency with the policies adopted by

the Bank'

(d) Functional culrency and translation offoreign cun'encies

Funclional and p' esenlalion currency

ltemsinctudcdinthefinancialstatcmentsarcmcasuredusingtheculTencyoftlreprirnaryeconomic
environment in which the Bank operates litre "Funcrional Cunency"). The financial stalements are

presented i"fi."V.'i't iiii"t5 1'fSirS'l which is the Bank's functional ctrrrency'

Transdctions ond balances

Foreigncunencytransactionsaretranslatedintotlrefunctionalcunencyusingexchangerates
prevaitingatthedatesofthetransactionsorvaluationwhereitemsarere.measured.

Monetaryassetsandliabilitiesdenominatedinforeigncurrenciesaretranslateda!thefunctional
culrency sPot rates ofexchange at the rePorting date'

Allforeignexchangegainsandlossesarepresentedinprofitorlosswithin.foreignexchange

a

o

o

o

a

O

o

a

o

a

a_l

o

C

o

l
gains/(losses)'.

(e) CurrencY Inventory

(0

TheBank,sinventoryiscomprisedolnervcurrencynotesanclcoins.ltrventoriesarestatedatthcsunr
of the production costs' Costls'it""trit*a using the firsrin' first-out (FIFO) method'

Banknotesprintingelpensesanclcointnintingcoslslbreachdcnorlrinationareinitiallldefcrred.
Based on rhe cunenc!, oruJ ii,o circulation. rhe respccrivc propo(ional actual costs incuned are

rcleascd to prolir or loss frorn the delerred costs accorlnl Tire dcfcrrc<l arrrounl is recognised as

.defleffed currency 
"*pansar'-in 

other assets and reprcsents un'issucd bank tlotes ilnd coins stock'

Financial illstruments 
urd a financiar

A financial instrulnellt ls an)'colltl'act rhat.givcs rise ro a t'inanciilt asset ofone entlt)''

liabilitl or eqttitv iltsttrttttcnt ol artotllL't clltll\''

)i

o



o CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JUNE 2023

2. SUMMARY OF SIGNIFICANT ACCOLTNTINC POLICIES (continued)

(f) Financialinstruments(Continued)

Financial assets

o

()

o

a

o

o

a

o

o

o

Lr

,.\

3

-)

lnit ial recognilion and neasurenenl

Financial assets are classified, at initial recognition, and subsequently measured at arnortised cost, fair
value through other comprehensive income (OCI), and fair value through profit or loss.

The classification offinancial assets at initial recognition depends on the financial asset's contractual
cash flow characteristics and the Bank's business model for managing them. Thc Bank initially
measures a financial asset at its fair value plus, in the case ofa financial asset not at lair value through
profit or loss, transaction costs.

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

The Bank's business model for rnanaging financial assets refers to how it manag,es its financial assets

in order to generate cash flows. The business model determines whether cash flows will result from
collecting contractual cash flows, selling the financial assets, or both.

Purchases or sales of financial assets lhat require delivery ofassets within a time frame established by
regulation or convention in the market place (regular way trades) are recognised on the settlement date,

i.e., the datc that the Bank receives the asset on purchase or delivers the asset on sale.

Subsequent measuretilenl

For purposes ofsubsequent measurement, financial assets are classified in four categories:

Financial assets at amortised cost (debt instnrments)

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

Financial assets designated at fair value through OCI with no recycling of cumulative gains and
losses upon derecognition (equity instrumens)
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 nreasures financial assets at amortised cost
if both of the follorving conditions are met:

The financial asset is held rvithin a business model rvith the objective to hold financial assets in

order to collect contractual cash florvs: And
The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments ofprincipal and interest on the principal amount outstanding.

Financial assets at arnortised cost are subsequcntly measured using the effective interest (ElR) method
and are subject to impairment. Cains and losses are recognised in profit or loss rvhen the asset is

derecognised, rnodified or impair"ed.

The Bank's tinancial assets at amortised cost includes balances due lrom banking institutions, funds

held with lMF, securities and advances to banks, loans and advances, othel'assets (sundrl'debtors),
IMF On-Lent to GOt( and due lt'otn Covernment of Kenya.

Finaucial assets at lair value through OCI (debt instlurnents)

The Bank nteasures debt irrstrurnerrts ot lilit'\'aluc throuch OCI iIboth ol'tlrc lollorr irr:r conriitions arc

lnet:

26
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o CENTRAL BANK OF KENYA
NOTES TO 1'l-lE FINANCIAL STATEMENTS (continued)
FOR TItE YEAR ENDED 30 JTJNE 2023

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(l) Financialinstrurnents(Continued)

Financial assets (continued)

o

o

o)

a

o

o

a

Financial assets at fair value through OCt (debt instruments) (Continued)

The financial asset is held within a business rnodel with the objective of both holding to collect
contractual cash flows and selling; And
The conh'actual terms of the financial asset give rise on specified dates to cash florvs that are solely
payments of principal and interest on the principal amount outstanding.

For debt instruments at fair value through OCl, interest income, loreign exchange revaluation and
Impainnent allowance or reversals are recognised in profit or loss and computed in the same manner
as for financial assets measured at amortised cost. The rerrraining fair value changes are recognised in
OCI. Upon derecognition, the cumulative lair value change recognised in OCI is recycled to profit or'

loss.

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

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

Upon initial recognition, the Bank can elect to classi! irrevocably its equity investments as equity
instruments designated at fair value through OCl when they meet the definition of equity under IAS
32 Financial Instruments: Presentation and are not he ld for trading. The classification is deterrnined on
an instrument-by-instrument basis.

Gains and losses on these financial assets are never rccycled to profit or loss. Dividends are recogniscd

as other income in profit or loss when the right of payment has been established. Equity instruments
designated at fair value through OCI are not subject to impairment assessrnent.

Subsequent measurem e nt

The Bank elected to classifo irrevocably its non-listed equity investrnents under this category as it
intends to hold thesc investments lor the foresccablc luturc.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets held f,or trading, financial
assets designated upon initial recognition at fair value tlrrough profit or loss, or financial assets

nrandatorily required to be rneasured at fair value. Financial assets are classified as held tbr trading il
they are acquired f,or the purpose of selling or repurchasing in the near tenn. Derivatives, including
separated embedded derivatives, are also classified as held lor trading unless they are designated as

eflective hedging instruments. Financial assets rvith cash f'lorvs tllat are not solely payments ol
principal and intcrcst are classificd and measurcd at lair valuc through profit ol loss, irrespcctivc ol
the business model. Notwithstanding the criteria fbr debt instrurnents to be classi[ied at anrortised

cost or at fair value through OCI, as described above, debt instrunrents rnay be designated at tair value

through profit or loss on initial recognition it'doing so elinrinates, ol signiticantly reduces, an

accounting lnismatch.

Financial assets at lair value through protit ol loss are carried in the statenrent offinancial position at

lair valuc *,itlr net changcs in lirir value recogrrisccl in profit or loss.

o

a

o

The Bank does not hnvc anv Urrarrcial assets classificcl untlet this catcqorr



CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL SI'ATEMENTS (continued)
FOR THE YEAR ENDED 30 JUNE 2023

2. SUMMARY OF SICNIFICANT ACCOUNTING POLICIES (continued)

(t) Financial instruments(continued)

Financial assets (continued)

C I ass es of fi na nc i a I i ns t,'um e nts

o

o

o

o

O

o

o

o,l

:

o

CONSOLIDA'I'ED

3ategory (as defined by IFRS
))

Class (as determined by thc Bank) 2023 2022

assets at

cost

assets at
value through

ve

Securities and advances to banks

KShs' million

82,469

KShs' million

71,829

Funds hcld rvith IMF 73,275 't t,639
),lct advances to staffand banks under liquidation 3,694 3,726

Jther assets (classitied as financial assets) 573 357

lrom Government term loan

MF On-Lent to GOK

Allocation due

Overdraft facili

t'|,789 I 8,899

326,865 192,924

95,721 40,852

76,45't 58.502

Balances due from banking
institutions

lForeign currcncy
ldenominated term

ldeposits and current
laccount balances

42t,469 29s,836

Fixed income securitics lWorld Bank managcd

land internally managed
lfi xed income nortfolios

640,530 636,6s l

Equity
llnvestment

sccurities l2 l0

Financial
liabilities

Financial liabilities
at amortised cost

Deposits from banks lCash reservc ratio and
l.r.r"n, u""orn,
ldeoosits

2 l 1,850 26s,926

Duc to IMF 477,899 325,t45
Other liabilities 6,0r6 4,t92
Deposits from Covernment institutions 36 1.1 25 273,684

]S
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o CENTRT\L BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (corrtinrred)

FOR TI{E YEAR ENDED 30 JLTNE 2023

2. SUMMARY OF SIGNIFICANT ACCOUNTINC POLICIES (continued)

(f) Financial instruments(continued)

Financial assets (continued)

o

O

o

a

o

o

o

o

I mpa irme nt of /i nan c ial ass ets

Overview of Expected Credit Loss (ECL) principles

The Bank recognizes Impairment allowance lor cxpcctcd credit losses "ECl-" lor financial assets that are debt

instruments and are not measured at FVTPL.

The Bank nteasures lrnpairment allowance at an anlount equal to lif'ctime ECL except for the lollorving tbr

rvhich they are rneasured as l2-month EC[,:

r Fixed incorne securities that are dctcrnrined to have low credit risk at the repoiling date: and

r other financial instrurncnts lor rvhiclr credit risk has not increasecl significantly since initial recognition.

'l'he Bank consiclers a debt security to have lorv crcclit risk when its credit risk rating is equivalent to tlre
globally unclerstood clefinition of investrnent-gracle'. l2-nronth ECL is thc portion of ECL that represents the

ECl,s that rcsult ll'orrr clclhult evcnts on a financial instruttrent thtt are possible rvithin the l2 nronths altcr the

reporting date. Financial instrurnents for u,hiclr a l2-rrtontlr F.Cl. is r!'cogtlised are leierred to as'Stage I

l'inancial instrullepts'. I-ilt-tirne ECl.. are the t:Ct-s that result liorrr all possi[rlc dctatrlt cvertts evct the

cxpectecl lif'e ol the flnarrcial irrstrurnetrt. Financial irtstrurttettts fbr rrhich a lilttirlre EC[. is recogrtisecl but

u,hich ate not cle<lit-irrrpair".d arc rc.telrecl to as 'St:ige I finartcial ittstttttttcrtts [:irrartcial ittstrutltetrts tltat llte

tirr thc litetirrre l:C1..
Ir)

BANK

Category (as defined by
IFRS 9)

Class (as determined by the Bank) 2023 2022

KShs'million KShs'million

nancial assets

amortized cost
Securities and advances to banks 82,469 7 t,829

Funds held with IMF 73,27 5 71,639

Net advances to staflfand banks under
liquidation

3,694 3,726

Other assets (classified as financial assets) 434 2t9

Due from Governrnent 3overnment term
Ioan

17.789 r 8,899

IMF On-Lent to COK 326,865 192,924

SDR Allocation due
lrom National
Ireasurv

95,'721 40,862

GOK Overdraft
fac i I itv

76,b7 58,502

Balances due from
banking institutions

Foreign currency
denorninated term
deposits and current
account balances

42l.,469 295.836

Financial assets

rt Fair vatue
lhrough other
:omprehensive
income

Fixed income securities World Bank rnanaged
and internally
rnanaged fixed
income oortlolios

640,530 636,651

Equify Investment securities t2 l0

Financial
liabilities

Financial
liabilities at

amorlised cost

Deposits due to banks Cash reserve ratio and

current account
deposits

2 t t.850 265,926

Due to IMF 47't,899 325, I 45

Other liabilities 5.858 4,059

Deposits due to Govenrrnent institutions l6t,l2i 273,684

o



oCENTRAL BANK OI, KENYA
NOTES'fO TIIE l' INANCIAL SI'ATEMENTS (continued)
FOR THE YEAR ENDED 30 JUNE 2023

2. SUMMARYOFSICNIFICnN'l-ACCOUNTING POLICIES(continued)

(0 Financialinstruments(continued)

Financial assets (continued)

a

a

lmpairntent oJ'financial assets (continued)

Measurement of ECL

ECL are a probability-rveighted estinrate of credit losses and are rneasured as follows:

financial assets that are not credit-impaired at the reporting date: as the pres€nt value olall cash

shortfalls (i.e. the diflerence between the cash f'lorvs due to the Bank in accordance with the contract
and the cash flows that the Bank expects to receive);
financial assets that are credit-impaired at the repoming date: as the difference betrveen the gross

carrying amount and the present value olestimated future cash flows;

Credit irnpaired financial assets

At each reporting date, the Bank assesses whether financial assets can'ied at amortised cost and debt
financial assets carried at FVOCI are credit-impaired (referred to as 'Stage 3 financial assets'). A
financial asset is 'credit impaired' when one or more events that have a detrimental impact on the

estilnated luture cash flows of the financial asset have occuned. Evidence that a financial asset is

credit-impaired includes the following observable data:

o significant financial difficulty of the bonower or issuer;

. a brcach ofcontract such as a default or past due event;
o the restructuring of a loan or advance by the Bank on tenns that the Bank would not consider

otherr,vise;
. it is becoming probable that the bonower will enter bankmptcy or other financial reorganization;

and,
o the disappearance oIan active market flor a security because olfinancial difficulties.

In making an assessnlent of whether an investment in sovereign debt is credit-irnpaired, the Bank

considers tlre following factors:

. The rnarket's asscssment ol-cre ditworthiness as reflectcd in the bond yields;

. The rating agencics' assessments of cleditworlltiness:
o The country's ability to access the capital rnarkets for nerv debt issuance;

. 'lhe probability ofldebt being restructured, resulting in holders suffering losses through voluntary

or mandatory debt forgiveness; and,
. The international support rnechanisrns in place to provide thc necessary support as 'lender ol'last

lesort' to that counhy, as rvell as the intention, ref'lected in public statements, of governtnents and

agencies to use those nreclranisnrs. This includes an assessnrent ofthe depth olthose mechanisnrs

and, irrespective of thc potitical intcnt, whetherthere is the capacity to fulfil the required criteria.

Presentation olallowance lor ECt- in tlte statcnrent of financial position

tnrpairment allowance for ECL are presented in the statenrent of financial position as lollows:

fintrncial assets nleasured at aniortized cost: as a rleduction fl'oni thc gross can'ying antoLtttt of tltc
assets,

debt instlurnents rneasured at I;VOCt: no lnrpairrnent allorvance is rccognizecl in the staternent of
tlnancial position because the carrf ing alnount ol thcse assets is their thir value. llorvever. tlte

lnrpairnrent allorvancc is disclosed ancl is recognizccl in thc lzrir valuc rcscrv'e rvitlt a con'csponcling

charge to profit or loss.

O

a

o

a

o

o

o

o

it)

a



o CENTRAL BANK OF KENYA
NOTES TO TI-IE FINANCIAL STATEMENTS (contintred)

FOR TIIE YEAR ENDED 30 JUNE 2023

2. SUMMARY OF SICNIFICANT ACCOUNTINC POLICIES (continued)

(f) Financialinstruments(continued)

Financial assets (continued)

a
I

o -.,

ol

o

a

o

Derecognition

A financial asset (or, where applicable, a part ola financial asset or part o[a Bank and its subsidialy of
sirnilar financial assets) is primarily dcrccognised (i.e., removed lrom the Bank's consolidatcd

statement of financial position) when:

o The rights to receive cash flows from the asset have expired
Or

. The Bank has hansferred its rights to receive cash flows frorn the asset or has assumed an obligation

to pay the received cash flows in full without material delay to a third party under a'pass-through'

anangement; and either (a) the Bank has hansferred substantially all the risks and rewards oftlre
asset, or (b) the Bank has neither translerred nor retained substantially all the risks and rewards o[
the asset, but has transferred control ofthe asset.

When the Bank has translerred its rights to receive cash flows from an asset or has entered into a pass-

through arrangement, it evaluates if, and to what extent, it has retained the risks and rewards of
ownership. When it has neither transferred nor retained substantially all of the risks and rewards of the

asset, noi transfen'ed control of the asset, the Bank continues to recognise the transferred asset to the

extent of its continuing involvement. In that case, the Bank also recognises an associated liability. The

transferred asset and the associated liability are measured on a basis that reflects the rights and

obligations that the Bank has retained.

Continuing involvement that takes the form ofa guarantee over the transferred asset is measured at the

lower of tlie original carrying amount olthe asset and the maximum amount of consideration that the

Bank could be required to repay.

Write-offs

Loans, receivables and debt securities are rvritten off (either partially or in full) rvhen there is no

reasonable expectation of recovering a financial asset in its entirety or a portion thereof. This is

generally the case rvhen the Bank determines that the borrower does not have assets or sources of
in.o,r" that could generate sufficient cash flows to l'epay the anrounts subject to the rvrite-off. This

assessrnent is can'ied out at the individual asset level.

Recoveries ol arnounts previously lvritten ofl'are included in 'lmpairmertt allolvance on financial

instruments' in profit or loss.

Financial assets that are written off could stitl be subject to enforcemcnt activities in order to conrply

with the Bank's procedures lor recovery of amounts due.

Financial liabilities

I nitial recogtritiott ancl measa'cnrent

Financial liabitities are classified, at initial recognition. as financial liabilities at lair valtre through profit

or loss, loans and borrorvings, payables. or as derivatives desigrtated as heclging instt'untents in att

cfFective hedgc, as appropriatc.

All finalcial liabilitics arc recognisccl irritialll,at lair valuc and. irt the czrsc ol'loans artd llorrorvings and

payables. net oldirectly attlibutable transaction costs. 
-l'he Bartk's firrancial liabilities includc investrnent

b-v banlts. cleposits li.orn banlis and govr'rnrnent, due to lNlF and other liabilities.

o

a

o



CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JUNE 2023

2. SUMMARY OF SICNIFICANT ACCOUNTING POLICIES (continued)

(0 Financialinstruments(continued)

Su bs equ e n t m e asur e m e nt

The measuretnent of financial liabilities dcpends on their classification, as described below:

Financial liabilities at fail value through profit or loss

Financial liabilities at fair value through profit or loss include financial liabilities held for nading and
financial liabilities designated upon initial recognition as at fair value through profit or loss.

Financial tiabilities are classified as held for trading ifthey are incuned flor the purpose olrepurchasing
in tlre near tenn.

Cains or [osses on liabilities held flor trading ale recognised in profit or loss. Financial liabilities
designated upon initial recognition at lairvalue through profit or loss are designatcd at the initial datc of
recognition, and only if the criteria in IFRS 9 is satisfied.

The Bank has not designatcd any financial liabiliry as at lair value through profit or loss.

Loans and bonowings

This is the categoly most relevant to thc Bank. After initial recognition, interest-bearing loans and
borrorvings are subsequently measured at arnortisecl cost using the Effective lnterest Rate (EIR) rnethod.
Gains and losses are recognised in profit or loss when the liabitities are derecognizcd as well as through
the EIR arnortisation process.

Amortised cost is calculatcd by taking into account any discount or premium on acquisition and lees or
costs that are an integral part of the EIR. The EIR amortisation is included as flnance costs in profit or
Ioss.

This category gcnerally applies to deposits frorn bank and govemment, due to IMF, investment by banks
and other liabilities.

Derecognition

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

When an existing financial liability is replaced by another fi'orn the same lender on substantially dillerent
telms, or the terms oIan existing liabiliry are substantially modified, such an exchange or rnodil'ication
is treated as the derecognition ol the original liability and the recognition ol a neu, liability The
difference in the respective carrying aulounts is recognised in profit or loss.

Offsetting fi nancial instruments

Financial assets and liabilities are olfset and the net amount reported in the statelnent of financial
position when thcre is a legally enl'orceablc right to olfset thc recognised arnounts and tlrere is an

intention to settle on a net basis, or realise the asset and settle the liability sinrultaneously.

(g) Sale and repurchase agreeurents

Securities sold subject to lepurchase agreenlents ('repos') are reclassified in thr' flnancial statenlents
as pledged assets rvhen the tlansf'eree has the right b1.'contract or custont to sell or repledge the
collateral. the counterparty liabilitf is irrcluclecl in invcstrnents b1 banl<s.

Seculities purchased urtder agreernents to r'!'scll ('r'cvcrse repos') ale rr:'corclccl as aclvarrces to barrks.
'l'he dif'fcrencc bctlvcen sale arrd rcpulchasc 1;ricc is tlcatccl as irrtcrcst arrd accruccl ovcr'tl)c lilc ol'thc
ag|ecntcnts using tlre el'f'ectiVe inte|est nlethocl. Securitics Ient to cotrnter'1;at.ties ale also retainc-cl irr

tlr.' llrr,trtc ial sLati'lnL.llts.

a

o

o

o

o

o

o

o

o
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o CENTRAI, BANK OF KENYA
NOTES TO THE I'INANCIAI- STATEMENTS (continued)
FOR TI.IE YEAR ENDED 30 JUNE 2023

SUMMARY OF SIGNIFICANT ACCOUNTINC POLICIES (continued)

(g) Sale and repurchase agreernents (Continued)

The Bank from tinre to tirne rnops up money lrom the financial market ('repos') or injects money into
the market ('reverse repos') with maturities of 4 - 7 days. The Bank engages in these transactions rvith
comrnercial banks only. These have been disclosed in the financial statements as advances to banks.

(h) Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks and other shoft-term
highly liquid investments with original maturities of three months or less.

For the purpose of the consolidated statement of cash flows, cash and cash equivalents consist ol
balances due from banking institutions, fixed inconre securities and securities and advances to banks

rvith maturities of less than three months.

(i) Property and equiprnent

Land and buildings comprise mainly branches and offices. All equipment used by the Bank is stated at

cost, net of accumulated depreciation and accumulated lnrpairment allowance, if any. Work in progress

is stated at cost net of accumulated lrnpairrnent allorvance, if any. Historical cost includes expenditure

that is directly attributable to the acquisition of the items, Land and buildings are measured at fair value

less accumulated depreciation and lrnpairment allorvance recognised after the date of revaluation.

Valuations are performed every three years to ensure that the carrying amount of a revalued asset does

not differ materially from its fair value in accordance with IFRS. Additions are done per item purchased

and shall include the cost ofacquisition together with all the incidental expenses reasonably incurred

to put the asset into effective usage. Depreciation for additions is effected from the date ofacquisition.

A revaluation surplus is recorded in OCI and credited to the asset revaluation surplus in equity.

Llowever, to the extent that it reverses a revaluation deficit ofthe same asset previously recognised in

the prot'it 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 samc asset recognised in thc

asset revaluation surplus.

Subsequent expenditures are included in the asset's carrying arnount or are recognised as a separate

asset, as appropriate, only when it is probable that future economic benefits associated rvith the itent

will flow to the Bank and the cost of the item can be measured retiably. The canying antount of the

replaced part is de-recognised. All other repair and maintenance costs are charged to profit or loss

during the financial period in which they arc incuned.

Fleehold land is not depreciated. Depreciation of other assets is calculated using the straight-line

nlethod to allocate their cost or revalued arnounts to their residual values over their estirnated useful

lives, as follows:

Uselul lifc
Over the period of the lease

20 years
4 years

5- l0years
4 years

Depreciation rate

No depreciation is charged ort rvork in progress and assets held in clearing accounts. Deprcciation ol
property and equipment is lnade fiorn date ot'placerlent to use and it ceases rvhen the asset is obsolete,

classif red as held fbr sale, iully depreciated or dcrecognized as per policl'.

An itern olproperty, plant and equipnrent arrd an1,'signiticant part initially recognised is derccogrrisecl

upon disposal (i.e., at the date thc recipient obtains control) or rvhcn no ILture ecott<ttttic bu'nctlts are

expected tionr its use or disposal. r\ny, gain or loss arising on derecognition ol'the asset (calctrlatecl as

the clift-ererrce betivcen tlrc net disposal proccecls arrd tlre carrf ing irlrount oltlre asset) is irtcluclecl in

1rlofit ol loss rvhcn tlre assct is clerecogrriscri.

lhc rcsicltral r:tlttls. ttsclitl liic; iLttil tltltlttt.l. 'rl'tllpt:ci::ti,ril !)t Pl()llclt\. llli!llt:ttl.l i:ittiItlt':tti ltr.'

lr'r'icrvccl ut clclt linattcial r car';ttcl rttcl rclitrstcil ptrrillcetir -'lr . il ltpptrrllr ratc

1

{
2

o

o

o

o

o)

o

o

O

Asset classification
Leasehold land
Buildings
Motor vehicles
Iiumiture and equiprnent
Computers

5%
25%

t0-20%
25o/o

o



CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMITNTS (continr-red)

FOR THE YEAR ENDED 30 JLINE 2023

2. SLJMMARY OF SIGNIFICANT ACCOUNTINC POLICIES (continued)

0) Intangible assets

Costs associated with maintaining computer softrvare programrnes are recognised as an expense as

incurred. Development costs that are directly attributatrle to thc design and testing of identifiable and

unique software products controlled by the Bank are recognised as intangible assets when the following
criteria are rnet:

(i) It is technically feasible to complete the software product so that it rvill be available for use;

(ii) Managernent intends to cornplete the software product and use or sell it;

o there is an ability to use or sell the software product;
. it can be demonstrated how the softrvale product rvill generate probable future economic

benefits;
. adequate technical, financial and other rcsources to complete the development and to use or sell

the software product are available; and,

(iii) The expenditure attributabte to the softrvare product during its development can be reliably measured.

Directly attributabte costs that are capitalised as part of the software product include the software
development ernployee costs and an appropriate portion olrelevant overheads.

Other devcloprnent expenditures that do not nrcet these criteria ale recognised as an expense as incurred.
Development costs previously recognised as an expense are not recognised as an asset in a subsequent
period.

Cornputer software developrnent costs recognised as assets are amoftised over theil estirnated useful Iives,
which does not e.xceed three years. Computer softrvare under installation and not yet placed in usc is held
in software clearing account and not amortized until commissioned.

Acquired cornputer solirvare are capitalised on the basis ofthe costs incun'ed to acquire and bring to use

thc specific software. These costs are amortised on the basis of the expected useful lives. Software has a

maximum expected useful life of 5 years.

The residual values, useful lives and methods of amortisation of intangibles are revierved at each

financial year end and adjusted prospectively, ifappropriate.

S ofhvar e- as -a -s e n, ice (S aaS) ar r a nge nrc n I cos t s

A SaaS alrangement is a service arangernent rvhere the Bank has a right to access to the supplier's
application software running on the supplier''s cloud infi'asn'ucture during the terrn ol the arangement. but

not control over the underlying soltware asset. Costs to irnplement a SaaS anangernent, including those

incured in configuring or custo,nising the access to the supplier''s application so{lrvare, are evaluated to
detemrine ifthey give rise to a separate asset that the Bank controls. Any resulting asset is recognised and

accounted tbr in accordance with the policy for intangible assets as set out in note 2O. Irnplernentation costs

that do not give rise to an asset are recognised in profit or loss as incurred, rvhich rnay be over the periocl

the configuration or custonrisation services are rcceived to the extent that such services are distinct fi'om the

SaaS, or over the term olthe SaaS arrangenrent to the extent the contiguration or custonlisation services are

not distinct fi'om the SaaS. Payrnent made in advance of rece iving the related scrvices is recognised as

prepayrnent.

(k) Irnpairment ol non-financial assets

Non-financial assets are assets whose value is derived by' its ph1'sical net rvorth rather than fi'onr a

contractual clairn. Assets are revierved lbr irnpairrrrent rvhcncver evcllts or changes in circuntstances
indicate that the carrying anrount rnay not tre recoverable- r\n inrpairment loss is recognised lor tlre anrount

by rvhiclr the asset's carrying arlroullt excceds its recovcrablc alnour)t. The recoverable atnor.rnt is the

highcr of an asset's lair value less costs ol'disposal arrcl value irr Lrsc. ln assessirrg t.hc valuc in use, tltc
estinlate(l firture cash tlows are discountecl to their l)resent valLre using a cliscclunt rate that rellects current
rnarket assessnrents ot'tlre tirne value ol'rrronev arrcl tltc risl<s spccilic to thc assct. [:or tlte purpose-s ol'
assessing irnpairrnent. assets are groupecl at the lo\\cst levels tirr rrhich therc'arc scparateh'identiliatrle
caslr llos s (cash-r:cnci iltirrq units).
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o CENTRAL BANK OI. KENYA
NOTES TO'ft-lE I?INANCIAL STATEMENTS (contirrued)
FOR ]'I-IE YEAR ENDED 30 JUNE 2023

2. SUMMARY Oh- SIGNIFICANT ACCOUNTINC POl.lCtES (continued)

(k) Impairment of non-financial assets (Continued)

The impairment test also can be perfonned on a single asset rvhen the flair value less cost oldisposal or the
value in use can be detelmined reliabty. Non-financial assets that sulfered impairrnent are reviewed for possible
reversal olthe inrpairment at cach reporting date.

Irnpainnent allowance olcontinuing operations are recognised in profit or loss in expense categories consistent
with the function olthe impaircdasset, except lorproperties previously revalued with the revaluation taken to
OCl. For such properties, the impairment is recognised in OCI up to the amount of any previous revaluation.
Itnpainnent allowance recognized in prior periods are asscssed at each reporting date for any indications that
the loss has decreased or no longer exists.

A previously recognised impainnent loss is reversed only if there has been a change in the assumptions used
to determinc the asset's recoverable arnount since the last impairment loss rvas recognised.'fhe reversal is
Iimited so that the carrying amount of the asset does not exceed its recoverable arnount or exceed the carrying
arnount that would have been determined, net oIdepreciatiorr 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 caried
at a revalued amount, in which case, the reversal is treated as a revaluation increase. An irnpairment loss
recognised for goodwill is not reversed in a subsequent period.

(l) Enrployee benefits

The Bank operates a defined benefit scherne and a detined contribution pension scherne. The schenres are
funded through paynrents to trustee-administered Funds on a rnonthly basis.

On the defined contribution scheme, the Bank pays tixed contributions to the scherne. The payments are
charged to the profit or loss in the year to which they relate. The Bank has no fufther payment obligation
once the contributions have been paid.

The defined benefit plan defines an amount of pension bcnefit that an employee rvill receive on retirement,
dependent on age, years ofservice and compensation.

The assets of the scheme are held by the Bank in an independent trustee adrninistered flund.

The asset recognised in the statenrent offinancial position in respect ofdefined benefit pension plans is the
present value ofthe defined benefit obligation at the end olthe reporling period less the fair value ofplan
assets, together with adjustrnents lor unrecognised past-service costs. The defincd benefit obligation is
calculated annually by independent actuaries using the projected unit credit method. The present value ol
the defined benefit obligation is detennined by discounting the estimated luturc cash outflorvs using interest
rates of government bonds that are denominated in the cun'ency in which the benefits rvill be paid, and that
have terms to nlaturity approximating to the tcrrns olthe related pension obligation.

Past-service costs are lecognised inrmediately in profit or loss, unless the changes to the pension plan are
conditional on the ernployees remaining in service for a spccified period of tirne (the vesting period). ln this
case, the past-service costs are amortised on a straight-line basis over the vesting pel'iod.

Thc Bank and all its employees contribute to the National Social Security Fund, rvhich is a defined
contribution schenre.

A defined contribution plan is a letirernent benefit plan under ivhich the Bank pays f ixed contributiorrs into
a separate erttity. -['he Barrk has no lcgal or constructive obligations to pa.r- {irrther contrihutions il-thc lirnd
does not hold sulflcient assets to pay allernployecs the benetlts relating to emplol'ee service in the currerrt
and prior periocls.
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CENI.RAL BANK OF KIINYA
NOTES TOTHE t"INANCIAL STATEMENTS (continLred)

F'OI{'II-IE YEAR ENDED 30 JUNE 2023

SUMMARY OF STGNIFICANT ACCOUNTING POLICIES (continued)

(l) Employee benefits (continued)

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 rnonetary liability for employecs' accrued annual leavc entitlement at the reporting
date is recognised as an expense accrual.

(m) Income tax

Section 7 olthe lncome Tax Act exempts the Bank fi'orn any taxation irnposed by larv in respect of
income or profits. 1'his exernption includes stamp duty in respect of instruments executed by or on

behalf,ofthe Bank.

(n) Provisions

Provisions are recognised when: The Bank has a present legal or constructive obligation as a result ol
past evcnts; it is probable that an outflorv olresources rvill be requircd to settle the obligation; and

the amount has been reliably estimated.

Where there are a number olsirnilar obligations, the likelihood that an outflow will be required in

settlement is determined by considering the class of obligations as a whole. A provision is recognised

even if the Iikelihood of an outflorv rvith respect to any one item included in the same class of
obligations nray be small.

Provisions are rneasured at the present value ofthe expenditures expected to be required to settle the

obligation at a rate that reflects current nrarket assessments of the titne value of money and the risks
specific to tlre obligation. The increase in the provision due to passage oltinre is recognised as interest
expense.

(o) Surplus lunds

The Central Bank of Kerya Act (Cap 49 l) allotvs the Bank to retain at least I 07o or any other amounts

as the board, in consultation with the rninister, may determine, of the net annual profit (surplus) of
the bank after allorving for the expenses ofoperations and after provision has been nrade tbr bad and

doubtful debts, depreciation in assets, contributions to staffl benefit lunds, and such other
contingencies and accounting provisions as the Bank deerns appropriate. Any surplus lunds proposed

for distribution to the Covernment of Ke rrya slrall be held in the consolidated flund.

(p) Share capital

Ordinary shares are classified as 'share capital' in equity

(q) Leases

The Bank assesses at contract inception wlrether a contract is, or contains. a lease. That is, ilthe contract

conveys the right to control the use o[ an identified asset lor a period ol tinre in exchange lor
consideration.

Bank a.r 0 le:;sce

Thc Bank applies a single recognition and uieasuren.rent approach fbr all leascs, except flor shott-term
leases and leases oflorv-value assets. The Bank recognises lease liabilities to tnake lease paynrents and

right-of-use assets l'epresenting the right to use the underlf ing assets.

Right-ol'-use assets

Thc Banl< recognises right-ol-usc assets at [l'rc cornnrurrccnrcnt (late ol'tltc lease (i.c.. the date thc

underlying asset is available for use). Riglrt-ot--use assets are nreasuted at cost. less an1' accunrulated

dc1;r'cciation and irnpairnrent allo\verlce. and adjLrstcd lorany'r'erneasurernerlt of'lease liabilities. Tlrc cost

ol'right-of'-use assets inclucles thc arnount olleasc liabilities lccognised. initial dircct crlsts ittcurrccl. atrcl

leasc pal,rnents nrade at or betbrc thc cornrncncernerrt tlate less arrl'lease incetttii'es receivetl. t{ight-ot-
r.lsc ilsscts are clcprcciatecl orr a straiglrt-linc lrasis over tltc lcasc tctttt as tirllorrs.
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o CENTRAI, BANK OF KENYA
NOTES TO THE FINANCIAL STATIIMENTS (continued)

FOR TFIE YEAR ENDED 30 JLrNE 2023

2. SUMMARY OF SIGNIFICANT ACCOUNTINC POLICIES (continued)

(q) Leases (continued)

Bank as a lessee kontinued)

o

o

o -')

o

o

The right-of-use assets are also subject to impairment. Refer to the accounting policies in Note 2(k)
Impairment of non-fi nancial assets.

Lease liabilities

At the commencement date of the lease, the Bank recognises lease liabilities measured at the present

value of lease payrnents to be rnade over the lease tenn. The lease payments include fixed payments.

In calculating the present value of lease payrnents, the Bank uses its incremental bonowing rate at the

lease cornmencement date because the interest rate irnplicit in the lease is not readily determinable. Alter
the commencement date, the amount of lease liabilities is increased to reflect the accretion of interest and

reduced for the lease payments made. ln addition, the canying amount oi lease liabilities is remeasured

if there is a nrodification, a change in the lease term or a change in the lease payments.

The Bank's leasc liabilities are included in Other liabilities (see Note 24).

Short-term leases and leases oflow-value assets

The Bant< applies the short-term lease recognition exenrption to its shoft-term leases ofbuildings and

equipments (i.e., those leases that have a lease tenn of l2 months or less from the commencement date

and do not contain a purchase option). It also applies the lease of low-value assets recognition exenrption

to leases ofequiprnents that are considered to be low value. l-ease payments on short-term leases and

leases oilow-value assets are recognised as expense on a straight-line basis over the lease term.

Bank as a lessor

Leases in which the Bank does not transfler substantially all the risks and rewards incidental to ownership

of an asset are classified as operating leases. Rental inconte arising is accounted for on a shaight-line

basis over the lease terms and is included in revenue in the statement of profit or loss due to its operating

nafure.

(r) Interest income and expense

Interest inconte and expense for all interest-bearing financial instrurnents are lecognised in profit or
loss using the effective interest method.

The effective interest method is a method of calculating the arnortised cost ol a financial asset or
liability and of'allocating the irrtercst income or interest expense over the relevant period. The

cllective interest rate is the rate that exactly discounts estinrated future cash paylnents or receipts

through the expected lif'e otthe financial instrunrent to the net carrying arnount oItlre financial asset

or liability on initial recognition. When calculating the elfective interest rate, the Bank estimates cash

flows considering all contractual ternrs of the financial instl'ument, and any revisions to these

estimates are recognised in profit or loss. The calculation includes arnounts paid or received that are

an integral part of the eflective interest rate ol a financial instrunrent, including transaction costs and

all other premiurns or discounts.

lf a financial asset is measured at FVOCI or FVI'PL, the anlourlts that are recognised in profit ol loss

are the sante as the atnounts that rvould have lreen recognisccl in profit or loss ilthe financial asset

had been measured at amonised cost.

The Bank calculates interest incorne on tlnancial assets. other than those considered credit-irnpaired.

by applying the EIR to the gross carry'ing arnoullt olthe tinancial asset.

When a llnancial asset becornes cledit-irnpaired (and is thcrefbrc'regarcted as'Stage l'). the Bank

calcLrlatcs interest incornc. b1.'appll,irrg thc EIR to the nel arnortised ctrst ol'ttre Ilnancial assct. ll'tlle
tjrrancial asscI curcs ancl is no longer creclit-irnpairecl. the Bank revdrts ro calcLrlatirtg ittterest incottte

on a gross basis.
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CENTRAL BANK OF KENYA
NOTES T'O THE FINANCIAL S'|ATEMENTS (continued)
FOR TFIE YEAR ENDED 30 JUNE 2023

2. SUMMARY OF SIGNIFICANT ACCOUNTINC POLICIES (continued)

(s) Fee and cornmission lncome

The Bank earns frorn the Governnrent o[ Kenya a comrnission ol l.5Yo olamounts 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 agreenrent between the Bank and "[he National Treasury efl'ective I July
2007.|n addition, the Bank earns commissions from othcr debt instrunrents issued to rneet funding
req uirements of State Corporations.

Fees and commissions are generally recognised on an accrual basis rvhen the service has been

provided. Fees and commission income are recognised at an amount that reflects the consideration to
rvhich the Bank expects to be entitled in exchangc for providing the services.

'l'he performance obligations, as rvell as the tirning of their satisfaction, are identified, and determined,
at the inception ofthe contract. Thc Bank has gencrally concluded that it is the principal in its revenue
arrangem€nts because it typically controls the services beflore transferring them to the customer.

C) Commitments on behalf of the Kenya Government and National 'l'reasury

The Bank issues Treasury bills and bonds on behalf of the National Treasury. Commitments arising
on such transactions on behalf of,Kenya Government and the National Treasury are not included in
these financial statements as the Bank is involved in such transactions only as an agent.

(u) 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 dcmonetises

cun'ency denominations that it considers no longer suitable for circulation through a Gazette Notice.

(u) Loan due from the Govemrnent of Kenya

The loan due from the Government of Kenya arose from overdrawn accounts rvhich rvere converted
toaloanrvitheffectlrom lJuly 1997after anamendrnenttotheCentral Bankof KenyaActtolimit
the Bank's lending to Govcrnment of Kcnya to 5% oI Government of Kenya audited revenue.

On 24 July 2007, a deed of guarantee was signed between the Governnrent of Kenya and Central
Bank ol Kenya in which the govelnment agreed to repay the loan at KShs I . I I billion per annurn over
32 years at 3olo interest per annuln. -l-he security held is lien over cash balances, stock, treasury bonds
and such othergovernrnent securities as are specified in Section 46 (5) olthe Central Bank ofKenya
Act.

The loan due fiorn the Govemment oIKenya is categorised as a debt instrurnent at anrortised cost.

(ru) Funds helcl alldue to International Monetaly Fund (lMF)

Kenya has been a nrernber ol'the International Monetary Fund (tMF) since 1966. 
-the Bank is the

designated depository for the IMF's holdings of Kenya's cun'ency. IMF currency holdings are hcld
in the No. I and No. 2 Accounts, rvhich are deposit accounts olthe IMF with the []anl<.

Borrorvings lrom and repayments to tlre IMF are dcrnominated in Speciat Drarving Rights (SDRs).
The SDR balances in IMF accounts are translated into Shillings at the prevailing exchange rates and
any unrealized gairrs or losscs are accoLrntecl flor in accorclance rvith accounting policy on lorcigrr
currenc ies.

On a custoclial basis, the Banl< holcls a non-ncgotiallle. rton-interest bealing ancl encash able on

dernand prornissory notes issuecl [r1 the-l reasrrrr, in tavour ol'thc livll'- irr its capacitv ls the liVIl:'s
depcrsitorv. 

'[ 
he secLrritv issrrcrl is irr pnrt pavur"'nt ot' I(en)'a's qrrota ol liVlF.
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CENTRAL BANK OI.- KENYA
NOTES TO THE FINANCIAL S'|A]'EMENTS (continued)
FOR TFIE YEAR ENDED 30 JUNE 2023

2. SUMMARY OF SIGNIFICANT ACCOUNTINC POLICIES (continued)

(x) Fair value measurement

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

Fair value is the price that rvould be reccived to scll an asset or paid to transfer a liability in an orderly
transaction between rnarket participants at the measurement date. The lair value measurernent is bascd
on the presumption that the transaction to sell the asset or transfer the liability takes place either:

In the principaI rnarket flor the asset or liability

In the absence of a principal market, in the most advantageous market for the asset 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 parlicipants
would use when pricing the asset or liability, assunring that nrarket participants act in their econonric
best interest.

A fair value measurement of a non-financial asset takes into account a market participant'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 lor which sulficient
data are available to measure tair value, maximising the use of relevant observable inputs and

minimising the use olunobservable inputs.

AII assets and liabilities for which lair value is measured or disclosed in the financial statements are

categorised within the flair value hierarchy, described as follows, based on the lorvest level input that
is significant to the fair value measurement as a whole:

Level I - Quoted (unadjusted) market prices in active rnarkets lor identical assets ol liabilities

Level2 - Valuation techniques for rvhich the lorvest level input that is significant to the fair value

measurement is directly or indirectly observable

Level 3 - Valuation techniques for which the lorvest level input that is significant to the lair value

measurcrnent is unobservable

For assets and liabilities that are recognised in the flnancial staternents at fair value on a recurring
basis, the Bank determirres whether transfers have occurred betn,een levels in the hierarchy by re-

assessing categorisation (based on the lorvest level input that is significant to the lair value

measurement as a whole) at the end of each reporting period.

External valuers are involved fbr valuation ol land and buildings. Involvement of external valuers is
deterrnined alter evely three years. Selection criteria include rnarket knorvledge, reputation,

independence and whether professional standards are maintained. Valuers are nornrally'rotated every
three years.

For the purposc of fair value disclosures. the Bank has deterrnined classes ol'assets and liabilities on

the basis ofthe nature, charactelistics and risks ofthe asset or liabilitl,and thc level olthe fair value

hierarchy, as explained above.

Fair-value rclated disclosures for Irnancial instrLrnrcnts and non-llnancial assets that are trteasuretl at

fair value or rvlrere fhil valLres ale disclosed. are sutntnarisecl in the follo\\'ing notes.

. [)isclosurcs fbr valuation rnc.thods. significant cstimates ancl assurnptions Notes 3. l-s. l8(b) and 30

. Quantitative disclosures ol'lail value nlcasurentent hicrarcht' Note i0

. Dcbt inStlutneltts at firit'value through othcr conrprehensive incorne Nofe l-i

. Cold lroldirrqs \otc l7(b)

. [.and arrd brrilclirr-gs \otc lS(b)
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CENTRAL BANK OF KENYA
NOI-ES TO THE FINANCIAL STATEMENTS (continued)
IrOR TI-IE YEr\R ENDED 30 JUNE 2023

2. SUMMARY OF SIGNIFICANT ACCOUNTINC POLICtES (continued)

(y) Order of liquidity

As a financial institution, the Bank and its subsidiary presents its assets and liabilities on the statenlent
of financial position in order of liquidity. '['his provides infonnation that is reliable and more relevant
than a current or non-current presentation, because CBK does not supply goods or services within a

clearly identifiable operating cycle. The ordcr ol liquidity requiles judgernent, particularly in light of
the nature of CBK's operations and mandate. CBK's mandate regarding the managernent and oversight
olthe domestic financial nrarket results in regular changes to the liquidity oflCBK assets and liabilities,
in response to the liquidity requirements of the market. CBK continuously monitors and actively
manages its liquidity requirements. lt is impracticable to continuously revise thc order of assets and
liabilities on the statement of financial position due to thc fluctuating nature olthe order of liquidity,
and frequent changcs rvould not result in more relevant intbrmation to the users of the Bank and its
subsidiary financial statenrents. The order ol liquidity is therelore kept consistent year on year, unless

there are significant changes thereto. which could reasonably be expected to influence decisions that
the users of the financial statements would make on the basis of the order ol liquidify presented in the
Staternent ofl Financial l)osition.

CRITICAL ACCOUNTINC ES-I'IMATES AND JUDGEMENTS IN APPLYING ACCOUNTING
POLICIES

The preparation of the Bank's consolidated financial statements requires management to make judgements,
estimates and assurnptions that affect the reported amount ofrevenues, expenses, assets and liabilities, and
the accompanying disclosures, as well as the disclosure of contingent liabilities. Uncertainty about these

assumptions and estimates could result in outcomes that require a material adjustment to the carrying
amount ofassets or liabilities affected in future periods. ln the process ofapplying the Bank's accounting
policies, management has made the following judgenrents and assurnptions concerning the future and other
key sources ofestirnation uncertainty at the reporting date, that have a significant risk ofcausing a rnaterial
adjustrnent to the carrying amounts olassets and tiabilities within the next financial year.

Existing circumstances and assumptions about future developments rnay change due to circumstances
beyond the Bank's control and are rellected in the assumptions if and when they occur. Items with the most
significant effect on the amounts recognised in the consolidated financial statements with substantial
rrlanagement judgement and/or estirnates are collated belorv rvith respect to.iudgements/estirnates involved.

I rnpairment al lcnvonce on.financial assets

The measurenrent olirnpairment allorvance under IFIIS 9 across all categories oltlnancial assets in scopc
requires judgement, particularly, tlre estinration of the arnount and tirning olluture cash florvs and collateral
values rvhen dcterrnining inrpainnent allorvance and thc assessment o[a significant increase in credit risk.

It has been the Bank's policy to regularly review its rnodels in the context of actual loss experience and
adjustwhennecessary.FurtherdetailsabouttheECLsareprovidedinNotesS, ll, 13, 14, t7and29(i).

P os ! -ret irente n I benefi ts

Post-retirement bencfits are long tcrrn liabilitics rvhose value can only be estimated using assunrptrorrs
about developnrents over a long period. The Bank has enrployed actuarial advice in arriving at the ligulcs
in the flnancial statenrents (Note 20 rl,hich includes assurnptions). 1'he Board ol Directors considers thc
assurllptions used try tlre actuarf in their calculations to be applopriate for this purpose.

l;air value ry'./inunciut usscts

-[he lair value of frnancial instlr.luients tl]at arc not trarclcd in an activc- nrarl(et. an(l o{'l'nrarket loans are

detelrnined bv usirrg valuatiorr tcchniclucs. Scc Note l0 lirr additiorral tlisclosures.
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CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 30 JUNE 2023

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS IN APPLYING ACCOUNTING POLICIES

(Continued)

Property and equipment

Land and buildings are carried at fair value; representing open market value determined periodically by

internal professional valuers. See Notes l8(b) and 30 for additional disclosures.

Leases - Estimating the incremental boruowing rate

The Bank cannot readily determine the interest rate implicit in the lease, therefore, it uses its incremental

borrowing rate (lBR) to measure lease liabilities. The IBR is the rate of interest that the Bank would have to

pay to borrow 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 in a similar economic environment. The IBR therefore reflects what

the Bank'would have to pay'.

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

4. INTEREST INCOME

CONSOLIDATED AND BANK
2023 2022

KShs'million KShs' million

o

c

)

Interest income calculated using the effective interest method

Financial assets - debt instruments at amortised cost

Financial assets at fair value through other comprehensive income

Interest income from debt instruments at amortised cost

lnterest on term deposits
Interest on Government of Kenya loan

Interest on Govemment of Kenya overdraft
Interest on staffloans and advances
Interest on advances to banks
Other interest income

lnterest income from debt insffuments at fair value through other

comprehensive income comprises:

Internal ly managed portfolio
Externally managed portfolio - (World Bank Reserve Advisory &
Management Partnersh ip)-(RAM P)

20,565
8,455

9,665
7,104

16,169

3,443
5s9

5,161
120

7,710
3,572

3,71 1

592
2,064

106
2,937

195

29,020

20,565

7,879

516

9,66s

o

6,7 54

i50

o
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CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JUNE 2023

INTEREST EXPENSE

Interest expense calculated using the effective interest method

Interest on monetary policy issues - investments by banks
Interest expense - IMF

Net gain on sale of foreign currencies
Net loss on disposal of financial assets carried at fair value
through other comprehensive income

7. (a) OTHER INCOME

Licence fees from commercial banks and foreign exchange
bureaus
Penalties from commercial banks and foreign exchange bureaus
Rental income
Kenya School of Monetary Studies operating income -

hospitality services.
Gain on disposal of property and equipment
KEPSS Billing revenue
Miscellaneous income

Licence fees from commercial banks and foreign exchange
bureaus
Penalties from comrnercial banks and fbreign exchange bureaus
Rental income
Gain on disposal olpropert;- and equiprnent
KEPSS Billing revenue
Miscellaneous incorne

CONSOLIDATED AND BANK
2023 2022

KShs'million KShs'million

o

o

a

a

o

t4t
3,852

1,804
328

2,132

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

Fees and commission relate to income the Bank earns from the Government of Kenya through its
agency role in the issuance of Treasury bills and bonds.

(b) NET TRADTNG TNCOME

CONSOLIDATED AND BANK
2023 2022

KShs'million KShs'million

3,993

3,000

r7,038

(4,312)

12,666

I 1,848

(2,106)

t

a

a

a

3r5
66
28

300
l3
45

126
4

494
44

179
J

397
36

9,742

CONSOLIDATED

t,077 973

BANK

3r5
66
28

4
,19.1

,+4

300
l3
45

J

397
i6

o

eil 79.t



o CENTRAL BANK OF KENYA
NOTES TO TI-IE FINANCIAI- STATEMENTS (continued)
FOR THE YEAR ENDED 30 JI.N,{E 2023

8. IMPAIRMENT ALLOWANCE ON FINANCIAL ASSETS

The table below shows the ECL charges on financial instruments:

Impairment allowance on staff loans (Note l4)
Impairment allowance on balances due from banking institutions (Note I l)
Impairment allowance on Funds held with IMF (Note l2(a))
lmpairment allowance on securities and advances to banks (Note l3)
Impairment allowance on debt instruments at fair value through other
comprehensive income

9. (a) OPERATING EXPENSES

Employee benefits (Note 9(b))
Currency production expenses
Property maintenance and utility expenses
Depreciation of properry and equipment (Note l8(b))
Amortisation of intangible assets (Note l9)
Depreciation of right -of -use asset (Note I 8(a))
Interest on lease liabilities (Note l8(a))
Impairmcnt allowance on other asscts (Note l7(a))
Losses and write off
Auditor's remuneration
Transport and travelling costs

Office expenses
Communication expenses
Legal and prolessional fees

Grant to National Police Service
Other administrative expenses*

.\

o

o

o

o

o

o

1
CONSOLIDATED AND BANK

2023 2022
KShs'million KShs'million

(8)

(s)
(4,062)

(3e) (25)

(2,813) (4, I 00)

CONSOLIDATED
2023 2022

KShs'million KShs'million

( l2)
(20)
(32)

(2,710)

)

-)
o

o

s,639
2,771
4,251
2,t56

t77
66

27

4,85 8

2,390
3,298
2,589

188

t2l
6

l8
34
t2

175

20t
315
474

t2
293
t92
365
621

t,493
r,882 t,239

t9,952 r5,9 r8

I

-l

o
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CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAI- STATEMENTS (continued)
FOR THE YEAR ENDED 30 JUNE 2023

9. (a) OPERATING EXPENSES (Continued)

Employee benefits (Note 9(b))
Currency production expenses
Property maintenance and utility expenses
Depreciation of properfy and equiprnent (Note l8(b))
Amortisation of intangible assets (Note I9)
Depreciation ofright -of-use asset (Note t 8(a))
lnterest on lease Iiabilities (Note I 8(a))
Impairment allowance on other assets (Note l7(a))
Losses and write off
Auditor's remuneration
Transport and travelling costs
Office expenses
Communication expenses
Legal and professional fees

Crant to National Police Service
Other administrative expenses*

Wages and salaries
Pension costs - Defined contribution plan
Pension costs - Defined benefit plan
Medical expenses
Other staff costs
Directors' enrolurnents (Note 28(ii))
Net income relating to the retirement benefit asset (Note 20)

(c) FOREIGN EXCHANGE GAIN

Foreign exchange gain

10. (a)

Fair valuc changes on debt instrurnents at [air value through
other cornprehensive incorne:
Interrral ly rnanaged porttirl io
Externally' rnanagecl porttblio RAMP

o

a

o

a

o

o

2023
KShs'rnillion

5,639
2,771
4,25t
2,156

t7't
66

7

27

l0
293
t92
365
62t

1,493
1,758

BANK
2022

KShs'million

4,858
2,390
3,298
2,s89

t88
t2t

6
l8
34
l0

175
201

315
474

t,062

t9,826 t5,739

*Other adrninistrative expenses include consultancy costs and expenses incuned by the Bank on
behalf of KSMS.

CONSOLIDATED AND BANK
2023 2022

KShs'million KShs'miltion
(b) EMPLOYEE BENEFTTS

o

o

o

o

4,666
553

62
468
464

53
(621)

==:f::

11,::l

4,334
5r6

75
445
8t
s6

(64e)

68,560

The unrealized loreign exchange gain relates to net gain on loreign denorninated assets and liabilities
arising flrom changes in foreign culrency exchange rates.

CI.IANCES IN FAIR VALUE OF INVESI'MENTS CONSOLIDATED AND BANK
2023 2022

KShs'million KShs'million

4,85 8

(20.612 )

(c)S I )

(1,61 r)
(67)

tll.(rl.r)

-l-l

r l 608)



o CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENI'S (continued)
FOR THE YEAR ENDED 30 JUNE 2023

IO. (b) RECLASSIFICATION TO THE INCOME STATEMENT

Net amount reclassified to the income statement on sale and

maturity of debt instruments at FVOCI:

lnternally managed portfolio
World Bank managed portfolio-RAMP

This arnount relates to reclassification on sale or maturity of debt instruments

II. BALANCES DUE FROM BANKING INSTITUTIONS

current accounts
Foreign currency denominated term deposits

Accrued interest on term deposits

Special project accounts
Domestic foreign currency cheque clearing (DFCC)
REPSS clearing and regional central banks

Impairment allowance

CONSOLIDATED AND BANK
2023 2022

KShs'rnillion KShs'milliono

o

o

o

--)

(6, l4i)
(469)

633
ll

(6,612)

CONSOLIDATED AND BANK
2023 2022

KShs'million KShs'million

644

1

42 t,500
(3 l)

42t,469

2023
KShs'million

ll
20

3r

35,024
t97,170

106

24,658
38,256

633

295,847
(l l)

295,836

2022
KShs'million

II

80,865
256,165

348
4 l ,859
39,433
2,230

o

o

o

An analysis olchanges in the impairment allowance of balances due lrom banking institutions is as follows:

At start of the year
Movernent in irnpairrnent allowance (Note 8)

At 30 June ll

A recolciliation lront the opening balance to the closing balance of the lmpairrnent allorvance based on year end

stage classification is disclosed in Note 29 (i).

The increase in cash/curlent accounts balance is due to an increase in IMF advances at year end.

Special project accounts relate to anlounts received by the Covernrnent ol Kenya (or its tninistries) flor specific

piojects or purpor"r. An eclual and corresponding liabilit;' is recordcd ancl disclosed under"Deposits flt'orn bartks atrcl

govenrment" (Note 23).

o

o



,\\

CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (contirrued)
FOR THE YEAR ENDED 30 JUNE 2023

t2. FUNDS HELD AT/ DUE TO TNTERNATTONAL MONETARY FUND (tMF)

o

a

o

o

o

o

o

2023
SDR rnillion

CONSOLIDATED AND BANK
202J 2022

KShs' nrillion SDR million
2022

KShs'million
(a) Assets

IMF balances (SDR asset account)
Allowance lor impairment losses

(b) Liabilities

Intemational Monetary Fund Account
No. I
InternationaI Monetary Fund
Account No. 2
Intemational Monetary Fund -
Poverty Reduction and Grorvth
Facility (PRGF) Account
Rapid Credit Faciliry (RCF)
Extended Credit Facility (ECF)
Extended Fund Facility (EFF)
IMF - SDR Allocation accourlt

39t

39r

2023
SDR million

r9

0.03

73,3t2
(37)

71,27s

2023
KShs'million

458 71,644
(s)

458 71,639

2022
KShs'million

o

,t

An analysis olchanges in the impainnent allowance of lunds held with IMF is as follows

2023
KShs'million

At I July
Charges to profit or loss (note 8)

At 30 June

5

32 5

31 5

')

3,604

5

2022
SDR million

2022
KShs'million

3,064

5

l9

7

543
45t
752
780

t,347
t0 r ,668
84,386

t40,8 r I
146,078

43
543
2t2
475
780

6,771
85, I 76
33,2t9
74,529

122,381 o

2.552 477,899 2,072 325,145

The Bank received SDR 542.8 in May 2020 relating to Rapid Credit Facility (RCF) frorn thc Fund flordirect budget
support of the Government of Kenya initiatives towards COVID-19 pandernic. l'hese tunds were released to the
Bank under the Rapid-Disbursing Ernergency Financing Facilities which is subject to IMF executive board
approval. They represent a debt due from the Goverrrment o[Kenya to the IivtF. This debt is recognised in the books
of the CBK, but on-lent to the government through the National Treasury.

Kenya's quota in IMF of SDR 542.8 million (2022: SDR 542.8 miltion) recorded in the books olthe National
Treasury but not included in the financial staternents ol'the Bank. SDI{ Allocations are included in the l'inancial
statements of the Bank as the custodian olthe Covernnrent of Kenya. 

-l'he cumulative SDR allocations stood at SDI{
779.8 rrrillion (2022: SDR 779.8 rnillion) rvhile the cun'ent SDR holdings were SDR i9lmillion (2022: SDR 458
rn illion).

1'he repal'rnerrt of tVlF facilities is cunentll bi-anrrual ancl attracts nil irrtclest until advise(l bv IMF. 1-he Rapid
Creclit Facility rvill be paid *'ithin a pcliorl ol' live l,ears lirrrn Novcrrrbcr' 202-i to Vlal 2030. F,CF u ill bc paid

sir r,cars tiorrr ()ctobcr' 20li to Junc l0-l L

'l ('

o



o CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR'|I.IE YEAR ENDED 30 JLTNE 2023

I3. SECURITIES AND ADVANCES TO BANKS

Treasury bonds discounted
Treasury bills discounted
Accrued interest bonds discounted
Repo treasury bitls (lnjection)*
Accrued interest repo
Liquidity support fi'amework
Due fi'om commercial banks

At the start ol the year
Charge to profit or loss (Note 8)

At 30 June

Year ended 30 June 2023
0-3 rnonths

KShs'million

Treasury bil ls discounted
Treasury bonds discounted
Accrued interest bonds discounted
Repo treasury bills & bonds (injection)+
Accrued interest repo
Due from cornrnercial banks
Liquidity suppoll framervork

a

o

a

o

o

CONSOLIDATED AND BANK
2023 2022

KShs'million KShs'million

o

O-)

7,759
220
470

4t,t42
t26

54,236
r,262

7,290
69

233
27,832

74
s l,028

5,339

9 r,865
(20,036)

7 t,829

2022
KShs'million

15,974
4,062

20,036

Total
KShs'million

82,469

,\

lmpainnent allowance
r05,2 r5

(22,746)

82,469

An analysis of changes in the impairrnent allowance of securities and advances to banks is as lollows

2023
KShs'million

o

?0,036
2,7 t0

)) 146

Maturiry period
4-12 rnonths Over I year

KShs'million KShs'million

58
1,632

421

41,t42
t26

1,262
872

220
7,759

470
4t,t42

126
1,262

3 t,490

t62
599

49

2,682

5,528

27,936

45,513 3,492 33,464

*l,iquidiry provided into the market via repLrrchtrse agreernents i.e., securitised borrorvings by banks using -[-

bills and T-bonds.

-[:

o



CENTRAL BANK OF KENYA
NOTES TO TI{E FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JLINE 2023

33

300
5l

69
'1,290

ls)
27,832

74
s,339

34,992

o

o

o

o

a

o

t3 SECURIl'lES AND ADVANCES TO BANKS (continued)

Year ended 30 June 2022
0-3 months

KShs'million

Maturity period
4-12 months Over I year

KShs'rnitlion KShs'rnillion
Total

KShs'million

Treasury bitls discounted
Treasury bonds discounted
Accrued interest bonds discounted
Repo treasury bills & bonds (injection)*
Accrued interest repo
Due lrom commercial banks
L iquidity suppon framework

36
6,990

r82
27,832

74
5,3 39

r,700 29,292

33,463 2,084 36,282 7 t,829

*Liquidity provided into the market via repurchase agreements i.e., securitised borrowings by banks using

T-bills and T-bonds

14. LOANSANDADVANCES CONSOLIDATED AND BANK
2023 2022

KShs'million KShs'rnillion

-\
o

oDue from banks under liquidation
Advances to employees

Impairment allowance

Net advances

The movement in the Inrpairrnent allowance is as fbllows
At I July
Movement in impaiunent allowance (Note 8)

Fixed inconie seculities - [nternally rnanaged portlolio
Fixed income securities under World Bank RAMP

3,400
3,762

7,162
(3,468)

3,694

3,456
12

s95,503
45.027

3,400
3,782

7,t82
(3,456)

3,726

3,448
8

598, r 83

3 8.468

At 30 June j,468 3,456

I5. DEBT INSTRUMENI'S MEASURED AT FAIR VAL,UE TI-IROUCH OTHER COMPRF]I-{ENSIVE INCOME

CONSOLIDATED AND BANK
2023 2022

I(Shs' nrillion KShs' million

o

640.ji0 636.6i I

.ts

o



o CENTRAL BT\NK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JUNE 2023

15. DEBT INSTRUMENTS MEASURED AT FAIR VALUE TI-IROUCH OTHER COMPREHENSIVE INCOME
(continued)

Maturity analysis Maturity period
0-3 rnonths 4-12 months Over I year Total

Year ended 30 June 2023 KShs' million KShs' million KShs' million KShs' million

{'

a

o

o

o

o

o

o

Fixed income securities - Internally
managed Portfolio
Fixed income securities - Internally
managed Portfolio-CNY
Fixed income securities under World
Bank RAMP

Maturity analysis

Year ended 30 lune2022

Fixed income securities - Internally
managed Portfotio
Fixed income securities under World
Bank RAMP

43,053

2,047

45, I 00

0-3 rnonths
KShs'million

29,937

2,639

230,5s2

t,969

12,484

t56,292

I t,721

3 t4,019

5,910

34,496

4t t,954

24,108

587,624

7,879

45,027

Total
KShs'million

598, r 83

38,468

245,005 350,42s 640,530

f
Maturity period

4-12 months Over I year
KShs'million KShs'rnillion

a

32,576 168,0 r 3 436,062 636,6st

Fixed income securities increased by KShs 3,879 million to KShs 640,530 million (2022: KShs 636,651

million) during the year under review.

I6. UNLISTED EQUITY INVESTMENI'S CONSOLIDATED AND BANK
2023 2022

KShs'miltion KShs'million
Unquoted equity securities at flair value through other cornpt'ehensive
lncome l2 r0

,te

o



CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR TLIE YEAR ENDED 30 JUNE 2023

17. (a) OTHERASSETS

Prepayments
Bonds Pending Receivables - World Bank
Deferred currency expenses
Sundry debtors
Itcms in the course ol'collection
Uncleared effects

lmpairment allowance

All other assets balances are recoverable within one year.

The movement in the hnpairment allowance is as follows:
At start of the year
Financial asset derecognised
Increase in impairrnent allowance (Note 9(a))

At 30 June

Prepayments
Bonds Pending Receivables - World Bank
Deferred currency expenses
Sundry debtors
Items in the course of collection
Uncleared effects

lmpairment allowance

All other assets balances are recoverable lvithin one year.

The movement in the lrnpairment allowance is as lollorvs
At start of the year
Financial asset derecogn ised

lncrease in impainnent allowance (Note 9(a))

At 30 June

o

i)
CONSOLIDATED

2023 2022
KShs'million KShs'million

8,559

4,979

t8

a

o

o

a

o

o

o

199
932

5,937
956
256

42

I ,601
1,036

5,396
5,354

t37
32

8,322
(32s)

13,556
(4,ee7)

7,997

4,997
(4,699)

27

325

r99
932

5,937
817
256

42

4,997

BANK

r,601
1,036

5,396
5,216

t62
)1

8,1 83

(32s)
13,443

(4,991)

o
7,85 8

4,997
(4,699)

27

325

8,446

4,979

l8

4,997

.i0

o



o CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JLINE 2023

17. (b) GoLD HOLDTNGS

Gold holdings

18. (a) RICHT OF USE ASSETS

Year ended 30 June 2023

COST
At I July 2022
Additions

At 30 June 2023

ACCCUMULATED DEPRECIATION
At 1 luly 2022
Charge for the year

At 30 June 2023

CARRYING AMOLNT
At 30 June 2023

Year ended 30 ltne2O22

COST
At I July 2021
Additions

At30 June2022

ACCCUMULATED DEPRECINTION
At I July 2021

Charge for the year

CONSOLIDATED AND BANK
Leases

, :--:" Leases relating
relatlns to
buildilgs to equrPment 

Total
KShs'million KShs'million KShs'million

a

o

o

.l

CONSOLIDATED AND BANK
2023 2022

KShs'million KShs'million

150 120

204275
55

479
55O')

o

o

o

330 s34204

204

7979

o
185

66
389

66

251 204 455

178

97
204 382

97

479275 204

t23
62

t45
59

268
t2t

At 30 June 2022 r85

CARRYINC AMOUNT
At 30 June 2022

Set out belo',v are tlre carlying arnounts ol lease Iiabilities (includecl under'Otlrer liabrlities' itt Note 2.1)

arrd the nlovernents during the period:

204 389

90

JI

o

90



CENTRAL BANK OF KENYA
NOTES TO TI-IE FINANCIAL STATEMENTS (continued)
FOR TI.IE YEAR ENDED 30 JUNE 2023

l8 (a) RICHT OF USE ASSETS (Continued)

At start of the year
Additions
Accretion of interest
Payment of principal
Payrnent of interest

Depreciation expense for right-otuse assets
lnterest expense on lease liabilities
Expense relating to short-term leases (included in Other
administrative expenses

Total amount recognised in profit or loss

Less than one year
Betrveen one and five years

lnterest expense

90
55

7

(57)
(5)

55

97
6

(61)
(7)

a

o

o

o

O

o

CONSOLIDATED AND BANK
2023 2022

Kshsmillion KShs'million

o

At 30 June

The maturity analysis of lease liabilities is disclosed in Note 29.The following are the amounts recognised in
profit or loss:

CONSOLIDAI'ED AND BANK
2023 2022

KShs'million KShs'million

9090

)

66
7

t3

l2t
6

7

134

The Bank had total cash outflorvs for leases of KShs 62 million (2022: KShs 68 million) during the year.
No impairment loss or reversals of irnpairment loss has been recognized in pr-ofit or loss during the period.
The bank uses the Central Bank Rate (CBR) as the discount rate 10.5%o(2022:95%).

The bank also had non-cash additions to the right-of-use assets and lease liabilities of KShs 55 miltion
(2022: KShs 97 rniltion).

The following table sets out a rnaturity analysis ofl operating lease payments, showing the undiscounted
lease payments to be received after the reporting date.

2023 2022
Maturiry analysis - Contractual undiscounted cash flows KShs 'rnillion KShs 'million

65
30

47
50

95
(5)

97
(7)

9090

o

o

f

o



o

'odD"2
oE=
SF ELoiE
"qo)
--(o
=tr;
--od
OJ o
-x(!tr(iE
I otE
s,- O
-LE6€:
oi ca '=EO. >.o'7 =boF -=

? Oq

.E03r5 6tre CL

_E; x
O>o
<- q)- >\.o
-3E 

==o o
>, 1cEUH
9_3-cEjtr
oqO
< E.E;E=E>;
EEq
€ d-ooiJ<i;
92 oV
oG v
o.O;
-eOE6s6ea'tYc)
zEs
aEqo99 ri
hI)-rLc ol-

P=- -= oo.D eZ399e o*
Fs oVC'
OG'LEsi(uce
8EBo,'I !o^c
oYQ
o ti'ooOc

sss
.1v 8
9?coe.tr a\ L
2va

-.cc
oYo'- F Oma;i od; dDo o(, E -c.l
.I EqH
7-Yq)
1€ *-5
6LCc o !!oro I o
d- 4 c:

--1O'^u>
E2 e9.
V:r69;-9'

P ;'t .!

r--
o\
c\l

s
N

s

c.loo-
O
$

o
\$
c.l

o
c-

r6

€a^

"q5o-L-

E

av

\omrno
1 c'l(\

\o o\
NFsf

:)-;6€
ni-iQn
cn- -v

O

€
q

Fz)
E..
<o.r
(J .t
Zr-=2'!

U<

c\l

C.l
o

,
AO

-cl o
-alS1c-
:or L
(..l >,o l4:J=oE
=-.Do,:a

c<Qc

(..l

ol
I
C
f

o

*9,OOo!'= bI)

o:
c/) *
o,l .Eo.-l

c.;
=LEo

>i-o
Olzaz.E,; N*
--e::o
--o E o*
JUL6.-<<(i(-)O

ol
c{

=

\O\O-

RqE,
oo c{

O

o
C.l

\o
c.lo-
003i0

!=E
= o-:l

E E.E

aalL !l

e.lo.o-
c{

:_m
v

e.lrf,

No.o
..i

co
Ooa\t oo

=:
€
q

E'c, 4 C

E 8.ry.e
6!.d=q c= U3S =--

av

a.lc{rf,
oo^
O o=
=E-E

q

av

.=AF
-v 9E
S9e
- o.^

a
V

vz
c0

oz
o
E]F

f
oazo()

zo
tr
f,J

o-a
(J

<

!'8 4- C
- 

F d)^I6.E=
6!'o=o c= E&s::

E
U)

aa
c.l
c.l
o

o

o

0)

o

Fz
tll

f,o
frJ

z

Fc
ct
o.-
e,

,a

a

E
0)

'5
o.o

JV

a
Fzr!
= c-1zc!Elo
FN
{rl]?-za\

?'40:Z .l c.'EQn!,2 6
c-{O
r't Z -z
.; tr. [.]
-z t-t-t d,?=<
;i-'tlo>
-/ - 

tJ)\'
d ctt :-
i--.'7-il
:-.t u -,O Z;

o

O^)

a-)

o

o

')

o

o
\o\o
o-
o

II
I
il
I
I
II

it
o\i

\o6
t-- -F- t-.

o\ovl
o\o
o\

o



o

o
o\

C'

\oo.l€
;ge
\o- *|. g3
n c\,1

\oh
rlo\
F-6
€O-
rl

E8
L-

c
'q

av

a.l
o.lo
a.l
o

om

\o

o$

@

e.l
t$s8

-'!

,)

)

a

o

o

o

o

o

o

c\l
c.l
r.1

$ci
@
\o

$
$

ioot
-^ \o- s1

!:tr

H.EE
.E 

T,E
=aEV

c.t

\o

r{

\o

c.l
gHs

Oo=
o o=

=EF
(h
v

Qi2E
.:z 9Ek bo=; a-E

3av

vz
@
oz
o
IrlF

e
Jo
v)zoo

-)

-)

N(\l I
O\ a.t

\o
c{t+

\o
c.ls

\o
F-c{

$
oo
F-
oo

c\t€-f OO

-\6

60€
r-,

oo
r+-

€rns
r

EE 9E
6'!, € =.a c= E3S r--

E
(/)v

EE &tx o.b=
6E!=o c= E.!-d5-

(n
v

!+

_)

o
llI
I
lt
il
il
il

\o
r.,r-\o

o\

o\o
o\

a,il,

,E

o()
Fz
g.l

o-

lrl
az

F
la
o-o
il,

,1
-o€

't,
E
tr

I
d

o')o
v

aFzlI]\<r CalZ(\
f!o3.1(al, t-ZJ U)h

.d-rH'/4o
7.)6

92a
rr.{Q
3fr?*
'7 Li d,J 3E#:b><FgC,a*t- C! .-

a8 x
tJ OZE

Fzf,
E c.r<c\l'o
(J c.l
Zo
>J
?o?:o<

L
dA()

FFE
1Oe
::N L
o >,€ 14t4E cr 3C(- o0o
6--hO.
rr!Y4
o<(Jo

c.{
e.to
a.l
o
E

o

()

10
L
o-

;
o

=o

S.E1-E-.E.B?5.yE ?
--o oI*
- E Gl.=<<oo

zo
F

J

do
Fao
(.)
e

c{a
N
ru
tr

o
6

(,
lcl
o
L

ru

o



o CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (continued)
F'OR THE YEAR ENDED 30 JUNE 2023

I9. INTANCIBLE ASSETS

Year ended 30 June2023

COST
At I luly 2022
Additions

At 30 June 2023

ACCUMULATED AMORTISATION
At I luly 2022
Charge for the year

At 30 June 2023

NET CARRYING AMOUNT
At 30 June 2023

Year ended 30 lune2022

COST
At 1 luly 2022
Additions
Cloud Cornputing costs+

CONSOLIDATED AND BANK
Work in

Software Progress Total
KShs'million KShs'million KShs'million

o 1

O-)

o^)

a

2,639

2,296
177

1,832

2,606
5J 1,832

2,606
r,86s

4,471

2,296
l'17

2,473

I,998

3,892
779

(2,065)

2,606

2,473

.) 166 t,832

o

a

2,485
l2l

t,407
658

(2,06s)

At30 lune2022

ACCUMULATED AMORTISATION
At I Juty 2021
Charge lor the year

2,606

2,108
188

2,1 08
188

At 30 June 2022 2,296 2,296

NET CARRYING AMOUNT 310 310

*lmplernentation costs relating to soitware as a service an'angement

ln2022, the tFRS Interpretations Committee (IFRIC) issued guidclines on accounting lor
configuration/customisation costs in cloud conrputing an'angerncnts. Following the issuance, a rcvierv oIthe
intangible assets was carried out and adjustrnents rnade to adhere to the IFRS guidelines on cloud cornputing
arrangernents.

o

o

o



CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMEN'I'S (continued)
FOR THE YEAR ENDED 30 JUNE 2023

20, RETIREMENT BENEFIT ASSET

Present value of funded obligations
Fair value of plan assets

Net overfunding in funded plan
Limit on defined benefit asset

Retirement Benefit Asset

Movements in the net defincd benefit asset recognised are as follows:
At start of the year
Net income recognised in profit or loss (Note 9(b))
Net 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
Benefits expenses paid
Retum on plan assets excluding amount in interest income
Prior year adjustments

At 30 June

Movements in the plan benefit obligation are as follows:

At start of the year
Current service cost net ofl ernployees' contributions
Interest cost
Employee contributions
Actuarial gain due to changc in financial assurnptions and
experience
Benefits paid

At 30 June

The principal actuarial assurnptions at the reporting date 'uvere:

Discount rate (p.a.)
Salary increase (p,a.)
Ijuture pension increases

o

o

o

a

o

a

o

o

.)
CONSOLIDATED AND BANK

2023 2022
KShs'million KShs'million

17,177
(29,799)

(t2,622)
7,628

(4,994)

t6,624
(30,430)

( r3,8 r0)
6,729

(7,08 r )

,) 7,08 I

627
(2,770)

56

7,639
649

(t,276)
69

4,994

30,430
3,83'l

56
28

(1,8e2)
(2,660)

29,799

32,048
3,746

69
33

(t,702)
(3,737)

(27)

7,081

30,430

t6,620

2022

t3.00%
7.lQo/o

:i.009,0

16,620
269

2,068
28

84

( r,8e2)

t7,302
227

t,990
34

( r,23 r)

( r ,702)

17.t77

2023

14.60%
7 .00,'/o

i.00%
o

i(r

o



o CENTRAL BANK OF KENYA
NOTES TO TI-IE FINANCIAL STATEMENTS (continued)
FOR'|I.IE YEAR ENDED 30 JUNE 2023

20. RETIREMENT BENEFIT ASSET (continued)

a

a

o

o

Five-year summary

Fair value ofplan assets

Present value of funded obligations
Adjustment to retirement benefit
asset

2023
KShs'

million

29,799
(t7,t77)
(7,628)

2022
KShs'

million

30,430
(t6,620)
(6,729)

3,679
9,448

13,823
222
149

r,668
5

435
370

2021
KShs'

million

32,048
( r7,302)

('1,107)

l2.3Vo
31.7%
46.5%

0.1Yo

0.5o/o

5.6%
0.0%
|.5o/o

1.2%

2020
KShs'

million

30,270
( r 7,910)

(5,823)

KShs'
million

4,998
9,717

t4,t28
239
432
545

I

371
(l)

20t9
KShs'

million

30,640
( r6,423)

(9,889)

%

16.4o/o

31.9o/o

46.5%
0.8%
t.4%
1.8%
0.0%
t.2%
0.0%

l00o/o

O'l

o-)

o

Net retirement benefit asset

Plan assets are distributed as follows:

Quoted shares
Investment properties
Govemment of Kenya treasury bills and bonds

Commercial paper and corporate bonds
Offshore investments
Fixed and term deposits
Fixed assets

Private equity
Net current assets

4,994 7,081 7,639

2023
KShs'

million %

6,537 4,328

2022

)
o

29,799 1000/o 30,430

Sensitivity olprincipal actuarial assumptions:

Iithe discount rate is lolo lower, the present value olflunded obligations would be KShs 18,573 million (increase

by KShs 1,396 million). This sensitivity analysis has been determined based on reasonably possible changes of
the assumption occurring at the end of 30 June 2023, while holding all other assuntptions constant.

The other principal actuarial assumptions, that is salary increase and future 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 not expected to be rnaterial based on historical trends

and rnay not have a linear irnpact on the present value ofthe lund obligation.

'l'he Bank does not have any asset-tiabiliry nlatching strategies used to manage risk. The rctirement benefit schemc

is funded and hence the assets under the scheme are used to meet benefit payments as and when they arise. The

timing of the benefit payments from the schenre are unknown as the tund cornprises active members, pensioners

and det'en'ed pensioners.

l-he scherne is funded by contributions lionr enrploy'er and enrployees. 1-lte average duration oflthe defined benefit

plan obligation at the end olthe reporting period is 8. I years (2022: 7.0 years).

j7

o



aCENTRAL BANK OF KENYA
NOTES TO TIIE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JLINE 2023

21. (a) tMF On-Lent to GOK

Rapid credit facility
Extended credit facility
Extended fund facility

Overdraft
Govemment loan
SDR Allocation due from National 1'reasury

Movement in the governnrent loan is as follows:

At start of the year
Principal repayment
Interest charged
Interest paid

CONSOLIDATED AND BANK
2023 2022

KShs'rnillion KShs'million a

o

o

o

a

o

a

o

10 t,668
84,386

r40,8 I I

85,176
33,2t9
74,529

)

326,86s t92,924

The balance as at 30 June 2023 relates to IMF on-lent funds disbursed to the Govemment of Kenya by
the International Monetary Fund (lMF) to mitigate the irnpact of COVID- l9 pandemic. The funds
amount to SDR 542.8 million under the Rapid Credit Faciliry (RCF) and SDR 1,203 million under the
Extended Credit Facility (ECF) and the Extended Fund Facility (EFF). RCF will be paid half-yearly
within a period of five years from November 2025 to May 2030. ECF will be paid quarterly within a

period of 5 years from October 2026 to June 203 I . EFI.- will be paid quarterly within a period of six
years from October 2025 to June 203 I .

(b) DUE FROM GOVERNMENT OF KENYA
CONSOLIDATED AND BANK

2023 2022
KShs'million KShs'million

76,4s7
t7,789
95,721

189,967

I 8,899
(r,rl0)

559
(5se)

58,502
I 8,899
40,862

r r8,263

20,009
(r, il0)

592
(se2)

At 30 June 17,789 r 8,899

Section 46(3) of the Central Bank of Kenya Act sets the limit of the Govemment of Kenya's overdraft
facility at thc Bank at 5% of thc Gross Recurrent Revenue as reported in the latest Government ofl Kenya
audited financial statements. The limit lor the year ended 30 June 2023 is KShs 80,05 lmillion (2022: KShs
75,453 nrillion) based on the gross recun'ent revenue lor the year ended 30 Junc 202 I rvhich are the latest
audited financial statements at the date of approval olthese financial statements. Interest is chargcd at the
Central Bank Rate, currently at 10.5o/o.

'l'he Bank converted the Covernrnent of Kenya overdraflt facility that exceeded statutory lirn it in I 997 into
a loan at 302 interest repayable by 2039 and is gualanteed by a deed executed by the Cabinet Secretary, 1'he

National 'freasury. Principal repayrnents of KShs 555 rniltion arc paid halflycally rvhile interests accruing
are paid rnonthly.

In financial year202212023 the Banl< transfbrrecl SDR 260.4 ntillion being part of the IMF SDR allocatiorr
fol l(cnya to thc National 'l'rcasury. 'l'he anrourrt rvill be repaid to the Banl< over ii 20 year period in halt'
yearly instalmcnts each of,SDI( 6.j nrillion.-l'lris allocation is rcvalued on rnonthly lrasis an<l thc arnourrt
recognized is the balarrce as at 30 Jurrc l02i in Ken.v.,a Sltilling equivalent.

ili
o
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o
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CENTRAL BANK OF KENYA
NOTES TO TI-IE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 30 JUNE 2023

22, CURRENCY IN CIRCULATION

Kenya bank notes
Kenya coins

Movement in the account was as follows:
At I July
Deposits by commercial banks
Withdrawals by commercial banks
(Withdrawals/deposits by CBK

At 30 June

23. DEPOSITS DUE TO BANKS AND GOVERNMENT

Local commercial banks clearing accounts and cash reserve ratio

Local banks foreign exchange settlement accounts
External banks foreign exchange seftlement accounts

Other public entities and project accounts

Government of Kenya

24. OTHER LIABILITIES

lmpersonal accounts*
Sundry creditors
Lease liability (Note l8(a))
Refundable deposits
Leave accrual
Bond pending payables
Gratuity to sta[f members

lmpersonal accounts*

Sundry creditors
l-casc liability (Notc l8(a))
Iic l'undable clcposits

Lcave accrual

tlond pending pa1-atrles

Cratuitl. to stal'l' rnenrbcrs

CONSOLIDATED AND BANK
2023 2022

KShs'million KShs'rnillion

O-) 3t5,967 305,350

CONSOLIDATED AND BANK
2023 2022

KShs'million KShs'million

305,40't
10,560

3t5,96'7

305,350
(544,656)

555,300
(2't)

172,226
36,385
3,239
I,245

359,880

6,291

295,209
r0,l4l

305,350

27'.1,129
(s64,500)

592,675
46

I

228,07s
35,435
2,416

39,278
234,406

572,975 539,6 r 0

CONSOLIDATED
2023 2022

KShs'million KShs'million

326
3,273

90
317
253

1,990
42

809
t,7 t6

90
248
2t2

1,329
59

a

o

o

4,463

BANK
326

1.134
90

317

251

t.990
t1

809

1.581

90

248

212
l.-'i29

59

(r. l-52

"lrn1t.'rsonal Llccounts lrolcl anrorrnts (iue to ntirlistries artcl tlsllarrrtlcllt: ot'Lio\clllrllSllt ol'I(crtra.

o
i9

+.1i0



CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR TI.IE YEAR ENDI]D 30 JUNE 2023

(a) SHARE CAPITAL

Authorised share capital

At I July and 30June

(b) GENERAL RESERVE FL'ND

CONSOLIDATED

At start of the year
Transf'er t'rorn general reserve
Paynrents out ol consolidated tirnrl

a

o

o

o

o

o

o

o

25

CONSOLIDATED AND BANK
2023 2022

KShs'rnillion KShs'million
I

)

s0,000 50,000

Paid up share capital:

At I July and 30June 38,000 3 5,000

Ownership of the entire share capital is vested in the Principal Secretary to the National Treasury. The board
of directors authorised the capitalisation of KShs 3 Billion from the general reserve fund on l2 Septetnber
2022, resulting in the increase in paid up share capital from KShs 35 Billion to KShs 38 Billion.

The general reserve of KShs 366,730 million (2022: KShs 226,986 rnillion) represents accumulated realized
surplus of KShs 65,495 million (2022: KShs 54,470 million) arising from normal operations of the Bank
and unrealized gains of KShs 301,235 million (2022: KShs 172,516 miltion).

BANK

The general reserve of KShs 366,730 million (2022: KShs 227,006 million) represents accumulated realized
surplus of KShs 65,495 million (2022: KShs 54,490 rnillion) arising from normal operations of the Bank
and unrealized gains of KShs 301,235 million (2022: KShs 172,516 million).

(c) FAIR VALUE RESERVE - CONSOLIDATED AND BANK

The fair value reserve represents cumulative gains and losses arising frorn revaluation of debt instrurnents
lrom cost to fair value based on the market values at the end oftlre reporting date.

(d) REVALUATION RESERVE. CONSOLIDATED AND BANK

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

(e) CONSOLIDATED FLND -CONSOLIDATED AND BANK

The Consolidated Fund represents arnounts proposed lor distribution to the Governrnent of Kenya fionr the
Ceneral Reserve Fund.

Movernent in the consolidated fund is as follows: CONSOLIDNTED AND BANK
2023 2022

KShs' million KShs' nrillion

4,000
5,000

(4.000)

5,_500

4.000
(5.500)

or\t l0 June

6()

5,000 1.000

o



o CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL S'I'A'|EMEN'|S (continued)
FOR THE YEAR ENDED 30 JUNE 2023

26. CASH USED IN OPERATIONS

Surplus for the year

Adjustments for:
Foreign exchange gains
Accrued Interest adjustment
Depreciation of property and equipment (Note l8(b))
Amonisation of intangible assets (Note l9)
Amortisation of right-of-use assets (Note l8(a))
Grant to National Police Service (Note l8(b))
Cloud computing Arrangement Adjustment
Gain on disposal of properly and equiprnent (Note 7)
Impairment allowance on financial assets

Net interest income
Interest on lease liability (Note 9(a))
Provision for impairment loss on other assets (Note 9(a))
Net credit relating to the retirement benefit asset (Note 20)
Employer contributions on defined benefit asset CNote 20)
Reclassification from fair value reserve (Note l0(b))
Unrealised foreign exchange loss on due to IMF

Operating surplus before working capital changes

Changes in working capital:
Loans and advances
Other assets

Due from Government of Kenya
Currency in circulation
Deposits
IMF on-lent
Consolidated Fund (Note 25(e))
Other liabilities

Net cash used in operations

o
1

o

o")

a

a

a

CONSOLIDATED
2023 2022

KShs'million KShs'mitlion

150,494 't6,894

( r3 r,489)
1,701

2,156
t77
66

I,493

(4)
2,813

(25,027)
't

27
(627)

(56)
6,6t2

541

(68,s60)
(441)
2,s89

188

t2t

2,06s
(3)

4,100
(14,637)

6

l8
(64e)
(6e)

(644)
ll

o 8,884 989

20
480

(7 1,104)
t 0,61 7

22,548
(7 1,s79)
(4,000)

1,9 14

(603)
(2,949)

(38,146)
28,22t

( l 90,504)
(28,3s9)
(s,s00)
(t,e42)

( r 02,820) (238,793)

o

o
(rl
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CENTRAL BANK OF KENYA
NOTES TO THE l'INANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JUNE 2023

26 CASH USED IN OPERATIONS

Surplus for the year
Adjustments for:
Foreign exchange gains
Accrued Interest adjustment
Depreciation of property and equipment (Note l8(b))
Amortisation of intangible assets (Note l9)
Amortisation of right-of-use assets (Note l8(a))
Crant to National Police Service (Note l8(b))
Cloud cornputing Arrangement Adjustment
Cain on disposal of property and equipment (Note 7)
lmpairment allowance on financial assets
Net interest income
lnterest on lease liability (Note 9(a))
Provision fol impairment loss on other assets (Note 9(a))
Net credit relating to the retirement benefit asset (Note 20)
Employer contributions on defined benefit asset (Note 20)
Reclassification from fair value reserve (Note l0(b))
Unrealised foreign exchange loss on due to IMF

Operating surplus before working capltal changes
Changes in working capital:
Loans and advances
Other assets

Due from Govemment of Kenya
Currency in circulation
Deposits
IMF on-lent
Consolidated fund (Note 25(e))
Other liabilities

Balances due from banking institutions (Note I l)
Financial assets - FVOCI (Note l5)
Securities discounted by banks and other advances (Note I 3)

(b) Changes in liabilities arising fi'om financing activities

At starl of thc year
Cash flow iterns:
Repaynrents to lfulF
Receipts during the year
F-oreign exchange changes

At 30 June

o

o

a

o

o

a

o

a

BANK
2023 2022

KShs'rnillion KShs'miltion

t50,494 76,894

(r3r,489)
t,70 r

2,156
177

66
1,493

(4)
2,8 l3

(25,027)

27
(627)

(s6)
6,612

541

(68,s60)
(441)
2,589

188

l2l

2,065
(3)

4,1 00
(t4,637)

6

l8
(64e)

(6e)
(644)

ll

20
506

(7 t,704)
10,617
22,548

('t 1,579)
(4,000)

I,888

(603)

t2,922)
(38, r46)

28,22t
( l 90,504)
(28,3s9)

(s,500)
( r.e69)

989

( r r.220)
r t0.597

4.594

i25. t45

8,884

Net cash used in operations

27 NET CASH USED IN OPERATIONS

(a) For the purpose ofthe statelnent ofcash flows, cash and cash equivalents include:

( 102,820) (238,793)

CONSOLIDATED AND BANK
2023 2022

KShs'million KShs'rnillion
42 r,500 295,836
45,100 12,576
45,513 J3,463

512,I l3 36 r,875

125, I 45 22t,t74

a

(6,7i6)
96,5 87

62.903

477.899

o

o



o CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMEN I'S (continued)
FOR THE YEAR ENDED 30 JL|NE 2023

28. RELATEDPARTYTRANSACTIONS

In the course of its operations, the Bank enters into transactions with related parties, which include the

Covernment of Kenya (the ultimate owner of the Bank).

The main transactions are ordinary banking facilities to governrnent ministries included in Note 23 and lending
to the Covemment of Kcnya included in Note 21.

(i) Loans

The Bank extends loan lacilities to all staff including the key managelnent staff. The advances are at

preferential rates of interest determined by the Bank. The repayrnent terms and collateral used are similar
to those ofloans and advances to other staff" Provisions on loans and advances to staffarc anived at using

collective assessment approach. Provisions at 30 June 2023 are disclosed in Note 14. Collateral
information is disclosed in Note 29. The repaynrent terms of the loans are between 3 years and 25 years.

Loans to key senior staff

At I July
Loans advanced during the year
Loan repayments

CONSOLIDATED AND BANK
2023 2022

KShs'million KShs'million

At 30 June

(ii) Directors'emoluments:

o

a

o

o

o'l

o

45
33

(23)

26
38

(le)

4555o

Fees to non-executive directors
Directors' travelling expenses
Other remuneration to executive directors

(iiD Rernuneration to senior staff

(iv) Post*employment pension to senior management

(v) Government of Kenya - owner of the Bank

Due fiorn Covenrment ol Kenya (Note 2 t(b))
Govemnrent lnstitutions Deposits (Note 23)
IMF On-lent ro COK (Note 2l(a))
lnterest earned fi"om Government ol Kenya - t..oan (Note 4)
lnterest earned frorn Covernnient of Kenya - Overdlalt (Note 4)

Fees and cornmission ir.tcorne (Note 6(a))
Loan principal lepaytnent (Note 2l(b))

'l'ransactions entere(l into with the Coverntnent include

Banking serviccs:
Managernent of issuc arrcl lcdertrption of sectrrities at a cotntnission atlcl:

[:orcign cun'enc\: clettornirtatecl delrt sctrletttettt artd rtther tetltittattcc: ill i] fcc

t7
I

35

l9
2

35o
53 56

277324

l9 4

189,967
l6r,r25
326,865

559
j,r6r
1"000
l.ll0

I r8,263
273,684
192,924

592
2,064
3,000
r,l l0

a

6.i

o



CENTRAT, BANK OF KENYA
NO'|ES TO TI-IE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 30 JLINE 2023

28. RELATED PARTY TRANSACTIONS (continued)

(vi) Kenya School of Monetary Studies (KSMS)

The Kenya School o[Monetary Studies (thc "School") is a subsidiary of the Bank. [t is prinrarily owned

and managed by CBK and its financial statements have been consolidated in these financial statements.

The permanent staff working at KSMS are ernployccs of CBI(. Fixed assets are also wholly owned by the

Bank and a letter of support is issued annually to the the school as part of the commitment olthe Bank to

continue funding KSMS for going concern pulposes.

For the year under review, the transactions and balances between CBK and KSMS arc as follorvs.

CONSOLIDATED AND BANK
2023 2022

KShs'million KShs'million
CBK-KSMS related transactions and balances
Grants lrom CBK
Due (from)/to CBK

532
(2t)

487

2t

o

o

o

o

O

a

o

o

o

(vii) Central Bank ofKenya Pension Fund and Banki Kuu Pension Scherne 2012

The pension schemes (that is, the defined benefit and det'ined contribution schelnes) are managed and

administered by the Secretariat appointed by the sponsor. The costs of their operations are fully
reimbursed to the Bank on a regular basis.

29, FINANCIAL ITISK MANAGEMENT OBJECTIVES AND POLICIES

'the Central Bank ofKenya activities expose it to a variety offlnancial risks, including credit risk and the effects

ofchanges in debt and equity market prices, loreign culrency exchange rates and interest rates. Tlre Bank's

overall risk management programnle focuses on the unpredictabiliry of financial rnarkets and seeks to minimise

potential adverse effects on its financial performance.

I{isk rnanagenrent is caried out by the Internal Audit and Risk Managemcnt Departnrent under policies approved

by the Board of Directors. Othel organs that monitor the assessment and managentent of risks within the Bank

include: Board Audit Comrnittee.

(a) Strategy in using financial instruments

The Bank holds foreign exchange reserves for the purpose ofservicing olficial foreign debt, paying non-debt

govemlnent and Central Bank of Kenya expenditures abroad and itrtervention in the tbreign exchange market

to minimize votatitity and iacilitate its srnooth functioning.

The foreign exchange leserves are managed via a govemance framervork ancltored in lcgislation and a
reserves rnanagelnent policy set by the Board of Directors. The policy sets the context rvithin which the

Strategic Asset Allocation, lnvestment guidelines and lnvesturent Cornrninee are operatiorlalized in order to

achieve the overarching principles of safery, liquiditv and return.

(b) Risks lacing the Bank

The tbtlorving are the rnain t1'pes ol financial risks that the Bank is exposed to irr the course of execr-Lting

its operations:

Credit risk

Vlarliet rislt

Liquiclitl,risli

a

a

a

b-l

o



a CENTRAL BANK OF KENYA
NOTES TO TI{E FINANCIAL SI'ATEMENTS (continr-red)

FOR THE YEAR ENDED 30 JUNE 2023

29. FINANCIAL RISK MANACEMENT OBJECl'tVES AND POLICIES (continued)

(i) Credit risk

Credit risk is the risk that the Bank will incur a loss because its customers or counterpafties lail to
discharge their contractual obligations. The Bank manages and controls credit risk by setting limits on the

amount of risk it is willing to accept flor individual counterparties and for geographical and industry
concentrations, and by monitoring exposures in relation to such limits.

Credit risk arises from balances due lrom banking institutions, funds held rvith IMF, securities and
advances to banks, IMF On-Lent to GOK, loans and advances, debt instrurnents at fair value through other
comprehensive income, other assets (sundry debtors) and due from Govemment of Kenya.

Management of credit risk is carried out through the choice of counterparties. The Bank's choice of
countelparties 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.

The following table sets out the carrying amounts of the financial assets that are exposed to credit risk as

at 30 June 2023 and30 June2022:

CONSOLIDATED
2023 2022

KShs'million KShs'million

)

o

O-)

o

o

o

42t,469
'13,275

82,469
326,86s

3,694

640,530
248

t89,967

2023
KShs'rnillion

29s,836
7 t,639
71,829

t92,924
3,726

1

Balances due from banking institutions
Funds held with International Monetary Fund (lMF)
Securities and advances to banks
IMF On-Lent to GOK
Loans and advances
Debt instruments at fair value through other comprehensive
income
Other assets - sundry debtors
Due from Covemment of Kenya

Balances due frorn banking institutions
Funds held with lnternational Monetary Fund (lMF)
Securities and advances to banks
IMF On-Lent to GOK
Loans and advances
Debt instruments at t'air value through other cornprehensive
income
Other assets - sundry debtors
Due fi'om Govemment of Kenya

o

a
I,738,517 1,391,225

636,6st
357

li8,263

BANK
2022

KShs'million

42t,469
73,275
82,469

326,865
3,694

640,530
t09

189,967

29s,836
71,639
71,829

192,924
3,726

636,65t
219

I t8,263

|,738,378 I .391,087

The Bank assesses the credit qualitl,of thcsc asscts at e vcrv rcportir)g tlate. Norte oltlre lralances havc ltad

their tcnns renegotiated as a rcsult olrron-peltbrntance. tVlanagetnent tnotritot's the creclit e\postlre of staft
on a continuotrs basis. takin,!r irrto account their tlrrancial position. past expericttcc attcl otlter lactors.

o
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CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JUNE 2023

29. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

(i) Credit risk (continued)

Credit quality analysis

The following tables set out information about the credit quality of financial assets measured at amortised

cost and debt instruments at FVOCI. Unless specifically indicated, for financial assets, the amounts in the

table represent gross carrying amounts.

Explanation of the terms: 'Stage lo, 'Stage 2' and 'Stage 3' are included in Note 2(f). The credit ratings

are obtained from recognized international credit rating agencies.

Year ended 30 June 2023

CONSOLIDATED
Stage 2 Stage 3

KShs'million KShs'million
Stage I

KShs'million
Total

KShs'million

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

Gross carrying amount
Impairment allowance

Net carrying amount

Debt instruments at fair value through
OCI
Rated AAA
Rated AA- to AA+
Rated A- to A+

Carrying amount

Due from Govemment of Kenya
Unrated

Funds with IMF
Unrated

Gross carrying amount

Impairment allowance

Net carrying amount

IMF On-Lent to GOK
Unrated

94
164,530
78,728

I t7 ,841
60,307

94
164,530
78,728

l 17,84 r

60,30'7

421,500
(3 1)

421,469

93,624
538, I 87

8,719

640,s30

189,967

73,312

73,312

(37)

73.275

421,500
(3 1)

421,469

93,624
538,187

8,719

640,530

189,967

73,312

73,312

(3 7)

13,27 5

o

66

326,86_5 i26.865
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CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JLINE 2023

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

(i) Credit risk (continued)

Credit quality analysis (continued)

Year ended 30 June 2023

D

o

Stage I

KShs'million

CONSOLIDATED
Stage 2 Stage 3

KShs'million KShs'million

26,358

26,358
(22,223)

4,135

3,582

3,582
(3,458)

124

306
(2e8)

Total
KShs'million

105,215

105,215
(22,746)

o
Securities and advances to banks
Unrated

Gross carrying amount
Impairment allowance

Net carrying amount

Loans and advances
Unrated

Gross carrying amount
Impairment allowance

Net carrying amount

Other assets

Unrated

Gross carrying amount
Impairment allowance

Net carrying amount

78,857

78,857
(s23) o

82,469

7,162 I

7,162
(3,468)

3,694 I

573

573
(32s)

a

a

:v:r:

3,57 5

3,575
(t0)

5

5

5::1'i::

306267

267
(27)

::::::
8240

a

61

o
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a
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CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JUNE 2023

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

(i) Credit risk (continued)

Credit quality analysis (continued)

Year ended 30 June2022

o

Stage I

KShs'million

CONSOLIDATED
Stage 2 Stage 3

KShs'million KShs'million
Total

KShs'million

,

o

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

Gross carrying amount
lmpairment allowance

Net carrying amount

Debt instruments at fair value through
OCI
Rated AAA
Rated AA- to AA+
Rated A- to A+

Carrying amount

Due from Govemment of Kenya
Unrated

Funds with IMF
Unrated

Gross carrying amount

Impairment allowance

Net carrying amount

IMF On-Lent to GOK
Unrated

7

126,415
109,798

3,664
55,963

295,847
(l l)

295,836

629,172
6,558

921

636,651

118,263

71,644

71,644

(5)

71,639

7

126,415
109,798

3,664
55,963

295,847
(11)

295,836

629,172
6,558

921

636,651

118,263

71,644

71,644

(s)

71,639

o

68

192,924 192,924
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CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JUNE 2023

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

(i) Credit risk (continued)

Credit quality analysis (continued)

Yearended 30 June2022

a

o

a

o

Stage I

KShs'million

CONSOLIDATED
Stage 2 Stage 3

KShs'million KShs'million

19,382

t9,382
( r 9,336)

3,532

3,532
(3,444)

88

5,005

5,005
(4,997)

Total
KShs'million

9 r,865

91,865
(20,036)

71,829

7,182

7,182
(3,456)

3,726

5,354

5,354
(4,997)

357

Securities and advances to banks
Unrated

Gross carrying amount
Impairment allowance

Net carrying amount

Loans and advances
Unrated

Gross carrying amount
Impairment allowance

Net carrying amount

Other assets

Unrated

Gross carrying amount
Impairment allowance

Net carrying amount

7,307::::,:]:

467,107
:9_!y:

65,176
(s00)

7,307
(200)

a

a

a

o

3,650

3,650
(t2)

3,638

349

349

349

o

69

o
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CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JLINE 2023

29 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

(i) Credit risk (continued)

Credit quality analysis (continued)

Year ended 30 June 2023

o

o

o

o

a

o

o

o

Stage I

KShs'million

94
164,530
78,728

tt7,84l
60,307

421,500
(3 1)

421,469

93,624
538,1 87

8,719

640,s30

189,967

73,312

73,312

(37)

7\ )7;

I26,86-5

BANK
Stage 2 Stage 3

KShs'million KShs'million
Total

KShs'million

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

Gross carrying amount
Impairment allowance

Net carrying amount

Debt instruments at fair value
through OCI

Rated AAA
Rated AA- to AA+
Rated A- to A+

Carrying amount

Due from Govemment of
Kenya
Unrated

Funds with IMF
Unrated

Gross carrying amount

lmpairment allowance

Net carrying arnount

IMF On-Lent to GOI(
Unrated

94
164,530
18,128

117 ,841
60,307

421,500
(3 1)

421,469

93,624
53 8,1 87

8,719

640,530

189,967

73,3 t2

73,312

(3 7)

7'l 77\

o

r()

326,865



CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JUNE 2023

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

(i) Credit risk (continued)

Credit quality analysis (continued)

Year ended 30 June2023

a

29

Securities and advances to banks
Unrated

Gross carrying amount
Impairment allowance

Net carrying amount

Loans and advances
Unrated

Gross carrying amount
Impairment allowance

Net carrying amount

Other assets

Unrated

Gross carrying amount
Impairment allowance

Net carrying amount

Stage I

KShs'million

18,857

78,857
(s23)

1 S75

3,575
( 10)

3,565

128

128
(27)

r0r

Stage 2

KShs'million

BANK
Stage 3

KShs'million
Total

KShs'million

105,215

105,215
(22,746)

1,162
(3,468)

_:'_:::?::!,:::::::!:

26,358

26,358
(22,223)

3,582

3,582
(3,458)

306

306
(2e8)

a

7,162 o

o

o

a

o

o

5

5

::_:?-:
5 3,694 o

434

434
(32s)

1098

7l

o
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CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 30 JUNE 2023

29 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

(i) Credit risk (continued)

Credit quality analysis (continued)

Yearended 30 June2022

Stage I

KShs'million
Stage 2

KShs'million

BANK
Stage 3

KShs'million
Total

KShs'milliono

o

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

Gross carrying amount
lmpairment allowance

Net carrying amount

Debt instruments at fair value
through OCI
Rated AAA
Rated AA- to AA+
Rated A- to A+

Carrying amount

Due from Govemment of Kenya
Unrated

Funds with IMF
Unrated

Gross carrying amount

Impairment allowance

Net carrying amount

IMF On-Lent to GOK
Unrated

7

126,415
109,798

3,664
55,963

29s,847
(l l)

29s,836

629,172
6,558

921

636,651

lL8,263

71,644

7 t,644

(5)

71.639

t92.924

7

126,415
109,798

3,664
55,963

295,847
(l l)

295,836

629,172
6,558

921

636,651

118,263

71,644

71,644

(s)

7 t,639

o

l1

t92,924



CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JLTNE 2023

29 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

(i) Credit risk (continued)

Credit quality analysis (continued)

Year ended 30 June 2022

o

a

Stage I

KShs'million

BANK
Stage 2 Stage 3

KShs'million KShs'million

19,382

19,382
( 19,336)

? 5??

? {1'
(3,444)

5,005

5,005
(4,9e7)

Total
KShs'million

91,865

91,865
(20,036)

o
Securities and advances to banks
Unrated

Gross carrying amount
Impairment allowance

Net carrying amount

Loans and advances
Unrated

Gross carrying amount
Impairment allowance

Net carrying amount

Other assets

Unrated

Gross carrying amount
Impairment allowance

Net carrying amount

65,176 7,307

7,307
(200)

7,107

65,176
(500)

64,676

3,650

46

o

71,829

7,182 0

7,182
(3,4s6)

3,726 |)

5,216

5,216
(4,9e7)

o

219

o

3,650
(12)

3,63 8 88

211

211

2| 8

o

o



o CENTRAL BANK OF KENYA
NOTES 1'O THE FINANCIAL STATEMENTS (continued)

FOR TI IE YEAR ENDED 30 JUNE 2023

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

(i) Credit risk (continued)

Collateral and otlrer credit enhancements

The Bank holds collateral and other cledit enhancements against certain credit exposures. The following
table sets out thc principal types ofcollateral held against different types offinancial assets.

Percentage ofexposure that is

subject to collateral
uirernents

30 June 2022

At 30 June 2023,the Bank held advances to banks of KShs 41,142 rrrillion (2022: KShs 33,171 million),
for which no Irnpairment allowance is recognised because of lull collateral coverage. The fair value of the

collateral held for Advances to banks was KShs 40,964 million (2022: KShs 33,921 rnillion). These have

been determined based on rnarket price quotations at the reporting date.

lnputs, assumptions and techniques used fot'estirnating expected credit loss

Significant increase in credit risk

When deternrining whether the risk of default of the invested amount on a financial instrurnent has increased

significantly since initial lecognition, the Bank considers reasonable and supportable inforrnation that is
relevant and available without undue cost or effort. This includes both quantitative and qualitative
infornration and analysis, based on the Bank's historical experience and credit risk specialist's assessment

and including fonvard-looking infonnation.

The objective of the assessment is to identify whether a significant increase in credit risk has occurred lor
an exposure by cornparing:

. the renraining lifetirne probability of default (PD) as at the repoftirrg date; rvith

. tlle rcuraining lifetinre PD lor this point in tinre that was estimated at the tinre of initial recognition of the

exposure (adjusted where relevant for changes in prepayntent expectations).

C recli t r i s k gra des/rat i ngs

For assessing the risk of delault, at initial recognition, the Banl< assigns to eaclt exposure credit risk
grade/rating deterrnined based on the credit risk assessrnent.

The Bank, at initial recognition. allocates each exposure to banks a credit risk grade based on a variety of
data that is deterrlined to be predictive o[ the risk ol default and applies experienced cledit judgernent.

Credit lisk glades are defined using qualitative and quantitative factors that are indicative otrisk ofdefault.
l'hese factors vary depending on the naturc ofthe exposure arrd tlre t1'1re ol borrorver. Cledit risk grades are

deflned and calibrated suclr that the risk ol delault occurrilrg increases cxponen(ially as the creclit lisk
deteriorates.

29
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Notes

30 June 2023
Principal type ol
collateral held

Advances to banks - Reverse
repurchase arrangernents and due
l'rom comnrercial banks l3 100

100

100

Kenya Covernnrent
debt securities

and advances - Loans to staff l4 r00

Land and buildings,
government
securities, motor
vehicles

1l

o
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CENTRAL BANK O}, KENYA
NOTES TO TI-IE I.INANCIAL STA'|EMENTS (continLred)
ITOR THE YEAR ENDED 30 JUNE 2023

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICTES (continued)

(i) Credit risk (conrinucd)

Inputs, assuntptions and techniqucs used for estirnating expected credit loss (continued)

Credit risk grades/rat ings (conl inued)

Exposures ale subject to ongoing monitoring, which nray result in an exposurc being rnoved to a diflerent
credit risk grade/rating.'l'he nronitoring typically involves use of the l"ollowing inforntation.

:' orergn culTency exposures Donrcstic cun'ency exposures Other assets (staffl loans)
lData ironr credit rating

l8encies, press articles,
bharrgcs in cxtelnal credit
ratings.

Quoted bond prices for the
counterparty, rvhere avai lable

Actual and expected
significant changes in the
rol itical, regulatory and
:echnological environrnent of
Jre counterparty or in its
:usiness activities.

lnternally collected data on
banks and supcrvisory
ind icators.

Existing and lorecast changes
in business, financial and
econonric conditions.

Repaynrcnt history - this
includes ovcrdue status and
fi nancial situation o[ thc
borrower.

PD estinatirsn process

Credit risk grades/ratings at'e a prirrrary inpr,rt into the rleternrination of the term structurc of PD for
exposures. Tlte Bank collects perfornrartce and delault infonnation about its crcdit risk exposures
analysed by counterpartl'as rvell as by credit risk grading/ratings. The Bank enrploys statistical rnodels
such as tlansition ntatrices to analyse the data collected and generate estintates oi thc lifetime PD ot
exposures and horv these are expected to change as a result ol'the passage oftilne.

The rrrethodolog5'lor deternrining PDs fbrdornestic cornrnercial banks is bascd on the risk assessment
techniques used fbr strpcrvisory purposcs. Factors considered by these techniques include the capital
adequacy, credit risk, Iiquidity and profitability ol'the countelparty. The PDs are calcularcd as the
average rveiglrted PDs for each thctor, wherc the wciglrts ale detcrmined based on tlle irnpol.tance o[
the factor.

For the assets denonrirrated itt forcigrr currencl,, the Bank uses l2-nrontlr I)Ds ibr sovereign and non-
sovereign issuattces, estintated based on Illoonrberg's probability ofdefault rnoclel rvhich indicate a
possibility ol'bankruptcy over I 2 nlonths lol issucrs pcr cach rcspective rating categorl,. The Bloontber-g
PD inclucles the cstinrates of forl,ald-lool(ing paranreters suclr as GDP, fbrex lates. and inter.est rates.

[:or exposures to tlte Kenyan Covcrnrncr.rt in cionrcstic cr.lrrency, tlle estilnated l)[) consiclers the short-
Lctrt nlaturity ol such exposures, the absence ol historical delaults alld detailed asscssrncnts ol thc
ability of the Kenvan Coverttntettt to f'ultll its contractual cash fiorv obligatiorrs in rlrc short-terrn rvhich
considers also thc lllacrocconolltic indicators ovet the assessrnent periocl.
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o CENTRAL BANK OF KENYA
NOTES TO TI-IE FINANCIAT. STATEMENTS (continLred)

ITOR TI{I] YI]AR ENDED 30 JLINE 2023

29. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLtCIES (continued)

(i) Credit risk (continued)

Inputs, assumptions and techniques used fol estirnating inrpairment (continued)

Delermining whether credit risk ha"' increasad significantll,

The Bank considers a financial instrurnent to have experienced a significant increase in credit risk, when

orle or nrore of the following quantitativc, qualitative or backstop criteria have been put:

Significant dip in operating lesults of counterparty.
Cledit distress necessitated extension to ternrs granted.

Significant adverse changes in the financial and /ol economic conditions afl'ecting the counterparty

Significant change in collateral value which is expected to increase risk oldelault.
Signs of cash flow / liquidity problerns.

A backstop is applied, and the financial instrument considered to have experience a significant increase

in credit lisk ifthe counterparty is nrore than 30 days past due.
Days past due are deterrnined by counting the nunrber oIdays since tlre earliest elapsed due date in respect

of which full payrnent has not been received. Due dates are deterrnined rvithout considering any gracc

period that rnight be available to the countel'party.

The Bank nronitors the effectiveness oftlre criteria used to identil'y signiflcant increases in credit risk by
regular reviews to confirnr that the critcria are capable ol idcntifying significant increases in credit risk
bcfore an exposure is in default.

Definition of de/ault

The Bank considers a financial asset to be in default rvhen:

the counterpat'ty is unlikely to pay its crcdit obligations lo thc Bank in full, without recourse by the

Bank to actions such as lealizing security (ifany is held); or
the countelpally is past duc rnore than 90 days on any rrraterial credit obligation to the Bank.

ln assessing whethera counterpart.v is in default, the Bank considers irtdicators that are:

qualitative - c.g. brcachcs olcovenants;
quantitative - e.g. overdue status and non-payrnent on another obligation of the satne issucl'to thc Bank;
and
based on data developed internally and obtained flrom exterrtal sources.

Inputs into the assessrnent of rvhether a flnancial instrunrent is in detault and its significance rnay vary
over tinie to ref'lect changes in ci|curnstanccs.

I ncorpot'ctt iott o.[.[ortvarcl-I ooki ttg i ttlitt'ttt ttt i<t tt

Irr its ECL nrodels, the Batrk relies on []loornberg creclit risk rnoclel lbl provision olprobabilities of default
values for botlr the investtnent counterparties and the sovcreigns. Tlrc Banl< also rclics ou irttcrnational

crcditratingagenciesforcreditratinginfonuation. Cleditratingsareatool.atnongotltcls.thatinvestors
can use rvhen ntaliing decisions atrout prrrchasing bonds ancl other flxecl irrconrc investttrertts.'l-hey cxpress

independent opiniolts on creclitrvorthincss. using a conrnron tcrrnirrologv that rnal'hclp irrvc'stors rttake

rnore in{brmed investrnent decisiorrs.

As part ol'thcir ratings analr,sis. thc cxtelrral creclit agcncics as rr.cll as tlrc Bloonrberg credit risk rrrodel

evaluate curretlt ancl histolical irrlilrrnatiorr ancl asscss tlrc potcrrtial irrtl;act ol'a lrroacl rangc ol'lbrrvatcl-
looliins in lbrrtratiott-
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CENI'RAL BANI( OIT KENYA
NOTES'l'O'fl-lll FINANCIAL STATEMENTS (continued)
FOIT 1'I-II] YL]AR ENDED 30 JUNE 2023

29. f INANCIAL RISK MANAGEMENT OBJEC1-IVES AND POLICIES (continued)

(i) Crcdit risk (continued)

lnputs, assuntptions and tcclrniques used lor estirnating inrpainnent (continued)

Meusuremen! of ECI.

The key inputs into the Ineasurernent oIECL are the telnl structure of tltc follorvirrg variables:

I']robability of default (PD);
Loss given default (LCD);
Exposure at default (EAD).

These pararneters are dcrived frorn intelnally developed statistical models, globally recognized external
devcloped statistical models and other histolical data. They are adjustecl to refllcct lolrvarcl-looking
inflorrnation as described above.

Probability ofdefault (PD); PD estirnates are estinrates at a certain date, rvhich are calculated based on
statistical rating ntodcls, and assesscd using lating tools tailored to the various categories ofcounterparlies
and exposures. These statistical nrodels ale based on intenrally and externally cornpiled data cornprising
both quantitative and qualitative factors. Transition rnatrixes data arc used to clerive the PD for.
counterparties. If a countelparty ot' exposure nrigrates betrveen rating classes, then this rvill lead to a
change in the estirnate of the associated PD.

Loss given delault (l-GD); LCD is the rnagnitucle of the likely loss ilthele is a default. 'l'he Bank estinrates
LCD pararneters based on Basel reconltrended LGDs.

Exposure at delault (EAD); IiAD represents the expected exposule irr the event ol'a default. The Bank
dclives the EAD fi'orn the cun'ent exposure to the cotrnterparty and potential changes to the curretlt anlount
allorved urrder the contl'act including arnortisarion.

I'he EAD ola financial asset is its gloss carrying arnount. EAD estirnates are calculated on a discounted
cash flow basis using the effective interest rate as the discounting factor.

As describcd above, and subjcct to usirrg a rnaxirnurn ol'a l2-tnonth PD for tlnancial assets lor rvlrich
credit risk has not significantly increased, the Bank nteasul'es ECL considering the risk oldelault over the
tttaxitttunt contl'actual pcriocl ovcl lvhich it is cxposed to credit risk, cven il, for risk tnanagement pulposcs.
the Bank considers a longer period. 'l'lre rnaximurn contractual period extends to the datc at which thc
Bank has the right to require repaynlent ofan advance.

Wlrere rnodelling of a paranreter is carric<l out oll a collcctive basis, the financial instruments are grouped
on the basis ofshared risk chalacteristics tllat include: instrunrent type, creclit risk glacling; collateral type;
date ol initial recognition; r'entaining tcrm to rnatulity; inclustry; arrd, geographic location of tlre
countefpafty

Tlte gloupings ale sub.iect to rcgular lcvicrv to clisure that exposures uithirr a particular group renrain
appropriately honrogeneous.
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o CENTRAL BANK OF KENYA
NOTES TO THE F-INANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JLTNE 2023

FINANCIAL RISK MANACEMENT OBJECTIVES AND POLICIES (continued)

(i) Credit risk (continued)

lnputs, assumptions and techniques used for estirnating irnpainrrent (continued)

Measurenent of ECL (continued)

For portfolios in lespect of which the Bank has limited historical data, external benchnrark inlorrnation is
used to supplement the internally available data. The poltfolios for which external benchmark infornration
reptesents a significant input into measurement of ECL conrprise financial assets as follows:
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CONSOLIDATED AND BANK
Exposure Exoosure Extemal benchmarks used

2023 2022
KShs'million I(Shs'million PD LCD

Salances due from banking
nstitutions 42t.469 295_836

Bloomberg PD
rating model

Basel Il recovely
studies

)ebt instruments at fair value
hrough other comprehensive
ncorne 640.530 636,651

Bloomberg PD
ratinc, model

Basel II recovery
studies

i:unds held with IMF '73,275 71.639
Bloornberg PD
rating rnodel

Basel ll recovery
studies
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Cl:N t'l{n L Ilr\NK Ol: KlrNYn
NOI'liS lO 1'llF. trlNANCln L S'l'A l'l'iMI:N.t'S (contirrLrcd)

FOR l'lll': YIiz\[{ IrNDliD 30.ltJNL] 2023

29. I:lNn NCIAI. RISK Mn NA(ltrMEN-l'OIIJITC llVtis ANI) I)OI-lCll:S (continuecl)

(ii) Marl<et risk

'l'lrc llanli tal<es on exposure to rnarl<et risl<, rvhiclr is thc risl< tlrat lair valuc or lirturc cash tlorvs of ar

f inancial instruurerrt will fluctuate because ol'changes in rnarl<ct priccs. Malkct risk arises fi'orn open
positiorrs in interest ratc, cLu'rcncy ancl ecluity, all of'which arc exposcd to gcncral and specific rnarl<ct

nrovenrents and clrarrges in tlrc lcve I ot'volatility ol'rrrarl<et rzltcs or prices suclr as intcrcst rates, fbreign
exclrange ratcs ancl ccpritl,priccs."l'hc llarrl< separatcs cxposurc to nrarl(ct risl< into cithcl trading or non-
trading portlblios. Marl<ct risl< arisirrg lirrrr trading arrd non-traclirrg activitics arc concentratccl irr IJanl<

1'r'casu11, ancl ale nronitored bl,rnanagcrnqrt rritlr ovcrsiglrt ll'orn thc Monetar;, I)olic1, Cornrnittee.

'i'racling portlblios irrclucle Llrosc pclsitions arisinrr lionr rnarl<ct-rnaliing tlansactiorrs rvherc thc Bank acts
as principal rryith cornnrercial banks or Illc l]lall(ct.

Non-trading portlblios plirnarily arise [i<lrn thc intclcst rate nranagcrrrerr[ <lIthc Bank's investrnerrt ancl

nronctar),policy assets ancl liabilitics. Non-tlading lroltlblios also corrsist ol'fbreigrr exchange and cquity
risks arisirrg liorn the Banl<'s iutcrnally rrrarragccl dcbt irrstrLrnrents at arnclrlisecl cclst ancl World Bank
l{AMl) fi narrcial assets.

Intcrcsl t'utc ri.sk

lntcrcst ratc risl< is thc risli that the lair valLrc or lirturc caslr Ilorvs ol'a financial instrurnent will flucttratc
bccausc o['clrarrges in rnarkct intercst ratcs.

'l'hc []anl<'s irttcrest rate risl( arises firrnt [ralanccs clLrc lionr banl<ing institutions, sccuritics and aclvanccs
to banl<s, clcbt instrunrcrlts at I:VOCll, loans arrcl aclvances, clue ll'orn tlre (lovcrnrnent o{'I(enya and
dcposits lionr banl< and Govcrnrrrerrt. []rlrrnvings issucd at variatrlc ratcs exposc the Bank to cash florv
intclest ratc risl< rvlrich is partially ol't-sct by cash hcld at variatrlc ratcs. l]olrowirrgs issucd at I'ixed ratcs
oxpose thc [Janl< to lair value interest rate risl<.
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30.

CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 30 JUNE 2023

FAIR VALUE OF ASSETS AND LIABILITIES

a) Comparison by class of the carrying amount and fair values of the financial instruments

The fair values of fixed income securities, equity investments and securities and advances to banks

(rediscounted treasury bonds) are based on price quotations at the reporting date.

Management assessed that the fair value of balances due from banking institutions, funds held with

Internitional Monetary Fund, securities and advances to banks (Treasury bills discounted, accrued

interest bonds discounted, repo treasury bills & bonds, accrued interest repo, liquidity support

framervork and due from commercial banks), other assets (sundry debtors), deposits from govemment

and banks and other liabilities approximate their carrying amounts largely due to the short-term

maturities of these instruments.

Fair values of the Bank's staff loans and due from Govemment of Kenya and due to lnternational

Monetary Fund are determined by using Discounting Cash Flows (DCF) method using discount rate

that reflects the issuer's borrowing rate as at the end of the reporting period. This is shown in the table

below:

CONSOLIDATED AND BANK
2023 2022

o

o

a

a

o

O

o

b)

Financial assets

Securities and advances to
banks (rediscounted treasury

bonds)
Loans and advances
Due from Government of
Kenya

Financial liabilities

Due to lnternational
Monetary Fund

Carrying
Amount

KShs'million

1,'t59
3,694

189,967

477.899

Fair
value

KShs'million

7,692
3.569

132.780

165,765

Carrying
amount

KShs'million

7,290
3,726

Fair
value

KShs'million

7,430
3,552

I 18,263 I r4,078

325,145 123,208

Fair value hierarchy

The table belou, shows an analy,sis of all assets and liabilities measured at fair value in the financial

statements or for rvhich fair vaiues are disclosed in the financial statements by level of the fair value

hierarchy. These are grouped into levels I to i based on the degree to rvhich the fair value is observable.

o Level I - euoted prices (unadjusted) in active markets fbr identical assets or liabilities. This level

includes equity, securities and debt instruments on recognized exchanges.

. Level 2 - tnputs other than quoted prices included rvithin Level I that are observable for the asset

or liability. either directll, (that is. as prices) or indirectll (that is. derived from prices).

. Level 3 - inputs for the asset or liabilitl that are nclt based on observable market data (unobsc'rvable

inputs). Thii level includes equitl investrnents and lanil and buildings u ith signiticant unobservable

colnponents.

o



CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JLI'NE 2023

30 FAIR VALUE OF ASSETS AND LIABILTTIES (continued)

b) Fair value hierarchy (continued)

Year ended 30 June 2023

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

Assets for which fair values are disclosed
Securities and advances to banks
(rediscounted treasury bonds)
Loans and advances
Due from Government of Kenya

Liabilities for which fair values are disclosed
Due to Intemational Monetarv Fund

Year ended 30 lune2022

Assets measured at fair value:

Land and buildings
Debt instruments at fair value through other
comprehensive income
Equiry instruments at fair value through other
comprehensive income
Gold holdings

Assets for which fair values are disclosed:
Securities and advances to banks
(rediscounted treasury bonds)
Loans and advances
Due from Govemment of Kenya

Liabilities for which fair values are disclosed
Due to Intemational Monetarv Fund

l-here were no transf-ers betr.veen levels l. 2 and i in the l,ear

CONSOLIDATED AND BANK
Level I Level2 Level 3

KShs'million KShs'million KShs'million

23,174

640,530

t2
150

7,692
3,s69

132,780

16s,765

CONSOLIDATED AND BANK
Level I Level 2 Level 3

KShs'million KShs'million KShs'million

24.060

636,651

l0

7,430
1 is?

I 14.078

123,208

o

o

a

o

o

o

o

o120

o
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o CENTRAL BANK OF KENYA
NOTES TO THE !-INANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JUNE 2023

\ | 30. FAIR vALUE oF ASSETS AND LlABtLtrlES (continued)

o

o

(^)

b) Fair value hierarchy (continued)

The Bank's land and buildings were revalued in June 2021

Description ofvaluation techniques used and key inputs to valuation ofassets and liabilities

Oo

oo

o

3

o

I

a

Valuation technique

CONSOLIDATED AND BANK
Significant

observable inputs Range
(weighted average)

Interest rate

l3o/o

10.5o/o

3.9o/o

LEVEL2

Loans and advances
Due from Government
ofKenya
Due to IMF

DCF

DCF
DCF

lnterest rate

Interest rate
Interest rate

o
o

o

LEVEL 3

Land and buildings

Equity instruments at
fair value through
other comprchensive
income

Freehold land
and buildings
Leasehold land
and buildings

Market/lncome /cost
approach

DCF

I luly2022

Incomparable sales
of propefties due to
the uniqueness of
CBK properties.

Incomparable
rnarket data.

Depreciation
Change in charge to profit 30 June 2023

Fair value or loss

KShs'rnillion KShs'rnillion KShs'rnillion

Reconciliation ofthe opening balances to the closing balances ofthe fair values ofproperty and

equipment: -

CONSOLIDNTED AND BANK

KShs'
rnillion

Additions

KShs'rnillion

r8,784

5,276

(718)

(r68)

r 8,066

5,r08

24,060 (886) 23.174

The significant unobservable inputs used in thc fair valuc tueasurcrttent olthe Bank's land and buildings
are price per acre and estimated rental value per sqnr per month and depreciated replacentent

cost. Significant increases (decreases) in an1'olthose inputs in isolation rr'oulcl result in a significantll'
lorver/(higher) thir valuc nleasurerltent.

o
I t).)



CENTRAL BANK OF KI]NYA
NOTES TO TI{E FINANCIAL STATEMENTS (continucd)
FOR TFIE YEAR ENDED 30 JUNE 2023

3I. CONTINCENT LIABIT,ITIES AND COMMITMENTS

The Bank is party to various legal proceedirrgs. Based on legal advice, the directors believe that no loss rvill
arise fi'orn these legal proceedings.

At 30 June 2023, the Bank had capital conrrnitrrrents of I(Shs 8,338 nrillion (2022: KShs 7,3 l0 nrillion) in
respect ollrroperty and equipnrent purchases.

Operating leases - Bank as a lessee

All the commitments relate to f'uture rent payable fol various prernises based on the existing contracts and
projected rerrewals. The lease agreernents are betrveen the Bank and the landlords and have no provisions
relating to contingent rent payable. The tenns of renewal vary li'onr one lease to another and rnay include a
written notice to the lessors before the expiration ofthe leases and the lessors will grant to the lessee nerv leases
ofthe said prenrises/properties for a lurther tenn as nray be rnutually agreed by the parties.

l'he escalation tate varies lrorn propeny to propelty and is lactored into the operating lease comnritrnent values
presented above.

Operating leases - Bank as a lessor

The Bank has entered into operating leases on its land and buildings consisting of certain office buildings.
These leases have tenrls of between one and 30 years. All leases include a clause to enable upward revision of
the rental charge on an annual basis according to plevailing market conditions. The lessee is also required to
provide a residual value guarantee on the properties. Rental inconre recognised by the Bank during the year is
KShs 28 million (2022: KShs 45 rnillion).

Future rninimum rentals rcceivable under non-cancellable operating leases as at 30 June are as follows:

45 35
ll
45

o

o

o

o

o

o

o

\-,

()

o

o

o

2023
KShs'million

2022
KShs'rnillion

(:) Within one year
After one year but not lnore than five years

More than five years

45 9t

llr)

o



o CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 30 JUNE 2023

o 32. MATURITY ANALYSIS OF ASSETS AND LIABILITIES

The table below shows an analysis of assets and liabilities analysed according to when they are expected to be

recovered or settled.

o

o
o

Oo

Oo

o

c

o

3

o

)

o

Year ended 30 June 2023

ASSETS
Balances due from banking institutions
Funds held with lntemational Monetary Fund
(rMr)
Securities and advances to banks
Loans and advances
Debt instnrments at fair value through other
comprehorsive income
Equity instruments at fair value through other
comprchansive income
Othcr assets

Gold holdings
Right-of-use asset - leases

Property and equipment
lntangible assets

Retirement benefi t assets

IMF Funds On - Lent to GOK
Due from Government ofKenya

TOTAL ASSETS

LIABILITIES
Currency in circulation
Deposits due to banks and government
Due to IMF
Other liabilities

TOTAL LIABILITIES

NET ASSETS

CONSOLIDATED
Within 12 After 12

months rnonths
KShs'million KShs'million

42t,469

73,275
49,005

641

290, I 05

920,059

33,464
3,0s3

350,425

t2

150

79
29,710

I,998
4,994

326,86s
I 12,400

3t5,967

476,552

Total
KShs'million

42t,469

73,275

82,469
3,694

640,530

t2
7,997

150

79
29,7 t0

I,998
4,994

326,865
t89,967

3t5,967
572,975
477,899

6,29t

,9977

,56777

o

o
863, r 50 t,783,209

572,975
1,347

6,29t

580,6 r 3 792,519 t,373,t32

339,446 70,631 410,077

o
lil



CENTRAI, BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR TIIE YEAR ENDED 30 JUNE 2023

32. MATURITY ANALYSIS OF ASSETS AND LIABILI'l'tES (continued)

o

1

o

Year ended 30 June 2022

ASSETS
Balances due from banking institutions
Funds held with International Monetary Fund
(IMF)
Securities and advances to banks
Loans and advances
Debt instrurnents at fair value through other
cornprehensivc income
Equity instruments at fair value through other
comprehensive incorne
Other assets

Gold holdings
Right-of-use asset - leases

Property and equipment
Intangible assets

Retirement benefi t assets

IMF Funds On - Lent to GOK
Due from Covernment of Kenya

TOTAL ASSETS

LIABILITIES
Currency in circulation
Deposits due to banks and governnrent
Due to IMF
Other liabilities

TOTAL LIABILITIES

NET ASSETS

CONSOLIDATED
Within 12 After 12

months months
KShs'million KShs'million

295,836

36,28t
3,087

200,589 436,062

l0
8,5 59

59,6t2

t20
90

31,910
3r0

7,08 r

192,924
58,651

672,422

71,639
3 5,548

639

7 t,639
7 t,829
3,726

Total
KShs' rnillion

295,836

636,65t

l0
8,559

t20
90

31,910
3r0

7,081

t92,924
I r8,263

766,526 1,438,948

305,350

o

a

o

o

o

o

o

o

o

rl

(-)

539,610
t0,264
4,417

554.291

lt8,Dt

3 14,881

46

305,350
539,6 r 0

325,145
4,463

620,277 t, I 74,568

t46,249 264,380

o

|Il
a
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CENTRAL BANK OF KENYA
NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR T}IE YEAR ENDED 30 JUNE 2023

32. MATURITY ANALYSIS OF ASSETS AND LIABILITIES (continued)

Year ondcd 30 June 2023

Within 12

months
KShs'million

o

421,469

73,275
49,005

641

290,105

7,858

77,567

919,920

572,975
1,347
6,152

580,474

339,446

BANK
After t2
months

KShs'million

33,49
3,053

350,425

12

t50
79

29,710
1,998
4,994

326,865
I12,400

Total
KShs'million

42t,469

73,275
82,469
3,694

640,530

ASSETS
Balanccs duc from banking institutions
Furds held with Inernational Monetary Fund
(rMF)
Sccuritics and advances to banks
Loons and advanccs
Dch instnrmcnts at hir value thmugh other
cornprehauive incdnc
Equity instruments Et fair vdrc 6mugh othcr
onrprdransive incqne
Odrcrrsscts
GoUholdtutgs
Right-ofrso assct - lcascs
Propcrty and qtipmcnt
Intingible assetr
Rairrmcot boncfit rsscB
IMF FundsOn - L€iltto GOK
Drrc from Governmcnt of Kcnya

TOIALASSETS

LlABILITIES
Cumnsy in cir,rulation
DepoEils dus to buks and gorrcrnmant
Ducto IMF
Odrcr tiabilitics

TOTAL LI,ABILITIES

NET ASSETS

t2
7,858

150
79

29,710
1,998
4,994

326,865
189,957

c

o

o

c

863, I 50 1,783,070

3ts,967 315,967
572,975
477,899

6,152
476,552

792,519 1,372,993

70,631 410,077

a
:

.s
B
-ldi

-'L
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CENTRAL BANK OF KENYA
NOTES TO TI-IE FINANCIAL STATEMEN'|S (continued)
FOR THE YEAR ENDED 30 JUNE 2023

32. MATURITY ANALYSIS OF ASSETS AND LIABILITIES (conrinucd)

Year ended 30 June2022

Within l2
months

I(Shs'rnillion

a

o

o

a

o

o

o

o

C

rJ

ASSETS
Balances due frorn banking institutions
Funds held with lnternational Monetary Fund
(rMF)
Securities and advances to banks
Loans and advances
Debt instrurnents at fair value through other
cornprehensive income
Equity instrurnents at fair value through other
comprehensive incorne
Other assets

Cold holdings
Right-of-use asset - leases

Property and equiprnent
Intangible assets
Retirement benefit assets
IMF Funds On - Lent to GOK
Due frorn Govcrnnrent ol'Kenya

TOTAL ASSETS

LIABILITIES
Currency in circulation
Deposits due to banks and government
Due to IMF
Other liabilities

TOTAL LIABILI'I-tES

NET ASSETS

295,836

71,639
35,548

639

200,589

8,446

59,612

672,309

BANK
After l2
lnonths

KShs'rnillion

36,281
3,087

436,062

l0

t20
90

3 r,9 r0
310

7,08 r

t92,924
58,651

Total
KShs'rnillion

295,836

71,639
71,829

3,'726

636,65t

l0
8,446

120
90

3r,910
310

7,08 r

t92,924
n8,263

305,350
539,6 r 0
325,145

4,330

264,400

o

c
766,526 r,438,835

305,350
539,6 l0

t0,264
4,284

3 14,88 r

46

554, I 58

Il8,r5r t46.249

620,27'7 1,174,435

(,..r

a

lll

o




