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CONSOLIDAIED BANK OF KENYA LIMITED AND SUBSIDIARY

CORPORATE INFORMATION

FOR THE YEAR ENDED 31 DECEMBER 202 1
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Principal auditor
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P. O. Box 30084 - 00100, Nairobi

Delegated auditor
Grant Thornton

Certified Public Accountants
5s Floor, Avocado Towers

75, Muthithi Road, Westlands

P. 0. Box 46986 - 00100, Nairobi

LEGAL ADVISERS

Hamilton Harrison & Mathews

Delta Suites, Waiyaki Way

P.0. Box 30333 - 00100 Nairobi, Kenya

RISK COMMIITEE:

Hon. Yusuf Chanzu - Chairman
T. Kiyai

Miriam Cherogony

Cabinet Secretary, Ihe National Treasury

Dr. Nathan Psiwa

FINANCE AND CREDIT COMMITTEE:

Dr. Kennedy Otiso - Chairman
Miriam Cherogony
Hon. Yusuf Chanzu

ManagingTrustee - NSSF

Cabinet Secretary, The National Treasury

REGISTERED OFFICE:

Consolidated Bank House

23 Koinange Street
P.0. Box 51133 - 00200, Nairobi

CORRESPONDENT BANKS :

ABSA Bank Limited
Vostro Department
P.0. Box 585 Johannesburg 2000

BMCE Bank lnternational
Serrano 59 - 280006
Madrid
Italy

0DD0 BHF AKiengesellShaft
Bocken hei ner La ndstr. 10- 50323Fran Kurt am Mai n

Germany

LEGAL ADVISERS :

Mboya Wangong[ & Waiyaki Advocates Chambers Maji
Mazuri Road - Otf James Gichuru Road

P. 0. Box 74041 - 00200, Nairobi, Kenya
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CONSOLIDAIED BANK OF KENYA LIMIIED AND SUBSIDIARY

STAIEMENT OF CORPORAIE GOVERNANCE

FORTHEYEAR ENDED 31 DECEMBER 2021

Corporate governance defines the process and structure used to direct and manage the business affairs of Consolidated Bank of Kenya

Limited ("the Bank') with the aim of enhancing corporate accounting and shareholders' long term value while taking into account the
interests of other stakeholders.

Ihe Board of Directors is responsible for the govemance of the Bank and is committed to ensuring that its business operations are

conducted with integrity and in compliance with the law, internationally accepted principles and best practices of corporate governance

and business athics. To this end the Bank has put in place processes, systems, practices and procedures which are frequently reviewed

and updated embracing the changing corporate environment and world trends.

Business ethics

The Bank conducts its business in compliance with high ethicalstandards of business practice. ln this respect, transactions with its clients,
intermediaries, insiders, employees and other stakeholders are conducted at arm's length, with integrity and transparency. The business
is conducted with hif,h levels of transparency and accountability.

Board of Directors

The names of the Directon as at the date of this report are set out on page 1.

Ihe Board fulfils its fiduciary responsibility to the shareholders by maintaining control over the strategic, financial, operational and

compliance issues of the Bank. Whilst the Board provides direction and guidance on strategic and general policy matters and remains

responsible for establishing and maintaining overall internal controls over financial, operational and compliance issues, it has delegated

authorig to the Chief Executive Officer to conduct the day-to-day business of the Bank.

The Board consists of eight non-executive directors (including the Chairman) and the Chief Executive Officer. The Board members possess

extensive experience in a variety of disciplines in banking, business and financial management, all of which are applied in the overall

management of the Bank. The Board meets at least once every two months and has a formal schedule of matters reserved for iL lhe
Directors are given appropriate and timely informat;crn so that they can perform their fiduciary responsibilities effectively.

a) Directos' Emoluments and Loans

The remuneration of all Directors is subject to the guidelines issued by the Office of the President on terms and conditions of sen rce

for State Corporations. The Directors are not eligible for membership of the pension scheme and do not participate in an)r of the
Bank's bonus schemes. lnformation on the compensation received and the dealings of the Directors with the Bank are included in

notes 17 and 43 to the financial statements.

b) RelatedPartyTransactions

There have been no materially significant related party transactions, pecuniary transactions or relationships between the Bank anrl

its Directors or Management except those disclosed in note 43 to the financial statements.

The Board has set up working committees to assist in discharging its duties and responsibilities as follows:

Audit Committee

The Committee reviews the integrity of the financial statements of the bank and recommends the statements for approval to the Board.
The Committee considers management's recommendations in respect of impairment on loans and advances as well as other disclosure
requirements. The Committee is also mandated to raise the standards of corporate governance by reviewing the quality and effectiveness
oftheinternalcontrolsystems,theinternalandexternalauditfunctionsandthequaligoffinancialreporting. lnadditiontoadvisingthe
Board on best practice, the committee also monitors management's compliance with relevant legislation, regulations and guidelines as

well as the Bank's laid down policies and procedures. Ihe committee has direct contact with the lnternal Audit function, the Company
Secretary and the external auditors. During the year, the bank did not have a functional Board Audit Committee. According to the CBK
prudential(uidelines at least one of the members of the Audit Committee should be a Finance professionalwho is a memberof the lnstitute
of Ceftified Public Accountants of Kenya - ICPAK or an equivalent institute recognised by the by the EastAfrican Community States. During
the period under review the Board did not have a memberwho met this criterion and hence the Board Audit Commiftee was not constituted.
Some of the critical functions of the Board Audit Committee were performed by the Credit Finance Committee and the main Board. The

matter has been raised with the National Treasury the appointing authority.
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CONSOLIDAIED BANK OF KENYA LIMITED AND SUBSIDIARY

STAIEMENT 0F CORP0RATE GOVERNANCE (Continued)

FORTHEYEAR ENDED 31 DECEMBER 2021

Risk Committee

The committee is responsible for overseeing the implementation of the Bank's risk management framework to ensure that all existing
and potential significant risks are identified and effectively managed. The committee considers both internal and external sources of
informationregardingriskstokeepabreastwithnewdevelopmentsandtheirpotentialimpacttothebusiness. Thecommitteereceives
perioCic reports from the risk and compliance function relating to the Bank's strategic rish, credit risk, market risk (interest rate risk,
price risk, and foreign exchange risk), operational risk, regulatory risk, reputational risk, and liquiditv risk.

Finance and Credit Committee

The committee is mandated to review and make recommendations on the Bank's credit, financial and accounting policies, and review

and make recommendations on the Bank's Annual Budget, oversight of the overall lending policy of the Bank and deliberate and

consider loan applications beyond the credit discretion limits set for management. Ihe committee also reviews and considers all
issues that may materially impact the present and future quality of the Bank's credit risk management function as well as the quality

of the loan portfolio and ensure adequate bad debt provisions are maintained in line with the Central Bank of Kenya prudential
guidelines and lnternational Financial Reporting Standards (IFRS). The committee also reviews, approves and monitors the
management's compliance with applicable statutory provisions, Bank policies and Suidelines relating to the monitoring of price,

liquidity, exchange rate and interest rate risks.

Staff Committee

The committee is mandated to formulate staff policies and procedures and ensure an adequately staffed and professionally managed
human resource. The committee assists the Board in discharging its corporate governance role by reviewing staffing needs of the Bank,

appoints senior management staff , reviews training needs and undertake disciplinary measures as per the staff policies.

3
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CONSOTIDAIED BANK OF KENYA LIMIIED AND SUBSIDIARY

STATEMENT OF CORPORAIE GOVERNANCE (Continued)

FOR THEYEAR ENDED 31 DECEMBER 2021

Board performance evaluation

The Chairman conducts evaluations of the performance of the Board, individual Directors and Board Committees annually. ln addition, the
Board and its Committees undertake an annual evaluation of their performance and report their findings and any resulting
recommendations to the Board. The Board also undertakes an evaluation of the performance of the Chairman. Ihe Board discusses the
results of its evaluations and uses the process to constructively improve the effectiveness of the Board.

Shareholders

Below is the list of the shareholders and their individual holdings

Cabinet Secretary/The National
Treasury

National Social Securig Fund

Kenya National Assurance
(2001)
Kenya National Assurance

Company Limited
Kenya Pipeline Company Limited
Kenya National Examination
Council
Public Trustees

Telkom Kenya Limited
National Hospital lnsurance
Fund

LAPTR UST Retirefiient Seryices

Limited

Total of 10 above
Other shareholders

835,513 0.670 835,513 0.670

202t
No of shares
140,000,000

2,225,000
1,094,487

720,000
695,000

660,000
620,000
590,000

147,923,000
1.997.000

0rdinary Shares

2020
Yo No ofshares

93.40/o 140,000,000

Preference shares

2021
No ofshares Yo

483,000 0.3Yo 483.000 0.37; 1.756.000 4.900/0 4.900/0

l.5Yo

O.7Yo

0.SYo

0.SYo

0.4%
0.4o/o

0.4o/o

98.7Yo

l.3o/o

2,225,000
1,094,487

720,000
695,000

660,000
620,000
590,000

147,923,000
1.997,000

ol
to

93.4Yo

L,SYO

0.7Yo

0.SYo

0.SYo

0.4Yo

0.4Yo

0.4Yo

98.7o/o

t3%

8,050,000

3,958,300

3,021,700

2,631,500

2,520,000

2,420,000
2,250,000

2,120,000

28,127,500
7,329.000

22.300/o

11.00%

8.40%

7.30Yo

7.00Yo

6.t0Yo
6.200/0

5.90%

79.7OYo

20.30ya

2020
ot

22.30yo

11.00%

8.40Yo

7.30Yo

7.00Yo

6.7OYo

6.20o/o

5.90o/n

79.7tYo
20.30Yo

TOTAL SHAREHOLDING 14e,e20,000 lO(Vo 149924p 100% 3AB5A.1AA JO0y, 100%

Compliance

Ihe Board provides oversight to ensure that management adheres to all applicable laws, regulations, governance codes, policies,

procedures and systems to monitor and control compliance across the bank. Additionally, the Bank prepares its financial statements in

accordance with lntemational Financial Reporting Standards (IFRS), requirements of the Banking Act Cap 488and the Kenyan Companies

Act 2015.

Peter

L!.t.. .....Nsxdh... ...ro,
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CONSOLIDATED BANK OF KENYA LIMIIED AND SUBSIDIARYAND ITS SUBSIDIARIES

REPORTOFTHE DIRECTORS

FORTHEYEAR ENDED 31 DECEMBER 2021

The directors submit their report together with the audited financial statemenb for the year ended 31 December 202t.

INCOPORANON

Ihe Bank is domiciled in Kenya where it is incorporated as a private company limited by Shares under the Kenyan Companies Act,

2015. Ihe address of the registered otfice is setouton page 1.

DIRECTORAIE

Ihe Directors who held office during the year and to the date of this report are set out on page 1. The following changes t00k place in

the directorship during the year.

o PeterMusei fterm ended on 5lune202L and reappointed on 60ctober202 1) -Chairman

o Dr. KennedyOtiso (Ierm ended on 19 September2O2L and reappointed on 28 October2021)
o lsaac Mulatya Muoki-(Appointed on 6 October 2021)
o Pius Nduatih-(Appointed on 6 October 202 1)

. MaryKaren Chesang Kigen-Sorobit-(Appointed on 6 October 2021)
o Hon.YusufChanzu(Iermendedon 19September202ll
o Miriam Cherogony (term ended on 19 September 20211
o Dr. Nathan Psiwa ((Ierm ended on 19 September 2021)
o Hardlyne Lusui (Ierm ended on t9 December2021)

PRINCIPAT ACTIVITIES

Ihe principal activities of the Bank, which is govemed by the Banking Act, are the provision of banking, financial and related services.

BUSINESS REVIEW

Ihe Kenyan economic growth has gradually recovered from the adverse effects of the COVID-19 pandemic this has largely been

supported oy the primary sectors mainly agriculture, the low base effects in the service sectors, near nrrmalization in activities in

most sectors, vaccination rollout, lifting of the curfew, opening up of the economy and infrastructutal spend. The economy is

projected to have grown 4.6% in 2O2l from the previous year when it had contracted by 3.37o.

Ihe Bank is keen on addressing the capital challenges to comply with regulatory reguirements and support balance Sheet and

revenue growth thus the Bank has continued to engage the majority shareholders, Ihe National Treasury and the National Social

Security Fund on the issue of capital injection. The Bank expects to leverage on the Digital Banking to grow customer numbers and

increase non-funded income through enhanced products offering and increased transaction volumes.

The Group planned to turnaround into profitability by the last quarter of 202L and reduce operating loss before tax by 80% to KShs

51 million from KShs 258 million in 202O. The implementation of the plan was however adversely impacted by the liquidity
challenges the Bank faced in the first and second quarter of the year and the capital challenges.The bank managed to grow its total
assets by 11% to KShs 14.3 billion from KShs 12.8 billion in 2020. Net advances grew by 1% to KShs 8.5 billion from KShs 8.4
billion with investment in govemment securities growing by 460/o to KShs 2.5 billion from KShs 1.9 billion in2O20 while deposits
grew by 22o/olo KShs 11.3 billion from KShs 9.3 billion the previous year. Commissions on loans and advances declined by 160/o

while transaction fees and foreign exchange grew by Lo/o ?nd 30o/o respectively due to the subsequent business disruptions which

were occasioned by COVID-19 which affected certain service sectors leading to lower demand for credit. Overall the non-funded

income declined by 60lo to KShs 617 million from KShs 655 million. Total operating income however grew by 3% to KShs 1.333

billion from KShs 1.298 billion in 2020 due to the growth in the interest income due to investment in govemment securities.
Overall,the Group and bank loss before tax grew to KShs 278 million from KShs 259 million in 2O20 and KShs 286 million from KShs

262 million in 2019 respectively.

7
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CONSOLIDAIED BANK OF KENYA UMIIED AND SUBSIDIARYAND tTS SUBSIDIARIES

REPORT 0F THE DIRECTORS (Continued)

FOR THEYEAR ENDED 31 DECEMBER 2021

The summary of financial performance for the Group is as below;

RESULTS

Loss before taxation
Taxation credit

202t
KShs'000

(278,198)
eL323l

2020
KShs'000

(265,957)
(12.381t

Loss forthe yeartransferred to accumulated losses

DIVIDEND

The Directors do not recommend the paymentof a dividend forthe year(2020: nil)

STATEMENT AS TO DISCLOSURE TO IHE BANK'S AUDITOR

(299,521) er8338)

With respect to each of the persons who is a Director at the date of approval of this report confirms that:

. there is, so fa r as the Director is aware, no relevant audit information of which the Bank's auditor is u naware; and

. the Director has taken all the steps that helshe ought to have taken as a Director so as to be aware of any relevant audit
information and to establish that the Bank's auditor is aware of that information.

AUDITOR

The Aud itor General is responsible for the statutory audit of the Bank's books of account in accordance with section 14 and section

39(i) of the Public Audit Act, 2004 which empowers the Auditor General to nominate other auditor to carry out the audit on his behalf
and subject to rhe approval by the Central Bank of Kenya in accordance with the requirements of Section 24( 1) of the Eanking Act of
Kenya.

Grant Thomtorr, who were appointed by the Auditor General, canied out Lhe audit of the financial statements for the year ended 31
December 202 1.

BYORDER OFIHE BOARD

Secretary
Wakonyo lgeria

Nairobi

..2..lt.. ....$9*!I)n .....202 z
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CONSOLIDATED BANK OF KENYA LIMIIED AND SUBSIDIARY

STAIEMENT OF DIRE TORS' RESPONSIBIUTIES

FOR THE YEAR ENDED 3 1 DECEMBER 202 1

Ihe Kenyan Companies Act, 2015, requires the Directors to prepare financial statements for each financial year that give a true and fair
view of the financial position of the Bank as atthe end of the financial year and of its profit or loss for that year. lt also requires the Directors

to ensure that the Bank maintains proper accounting records that are sufficient to show and explain the transactions of the Bank and

disclose, with reasonable accuracy, the financial position of the Bank. The Directors are also responsible for safeguarding the assets of
the company, and for taking reasonable steps for the prevention and detection of fraud and enor.

Ihe Directors accept responsibility for the preparation and presentation of these financial statements in accordance with the lntemational
Financial Reporting Standards and in the manner required by the Kenyan Companies Act, 20 15 and the Banking Act of Kenya. They also

accept responsibility for:

i) designing, im plementing and maintaining such internal control as they determine necessary to enable the presentation of financial

statements that are free from material misstatement, whether due to fraud or erro[
ii) selecting suitable accounting policies and applying them consistently; and making accounting estimates and judgements that are

reasonable in the circumstances.

The Directors have considered the matters discussed in note 9 to the financial statements, which indicates that the group incuned a loss

after tax of KShs 299.5 million during the year ended 31 December 202L (2020: KShs 274.2 million) and accumulated losses stood at
KShs 3.283billion (2020: KShs 2.894billion)as of thatdate.

Ihe bank realised a n increase of 10olo in operating losses due the additional impairment charge on loan and advances and lower recoveries

from non-performing loans due to the difficult operating environment and disruptions arising from the C0VID- 19 pandemic which affected

most of the business in the year. The Bank's total assets grew by 1 1% to KShs 14.3 billion from KShs 12.8 billion in 2020. Ihe net interest

income increased by Lto/o to KShs 716 million from KShs 643 million the previous year due to growth in interest income from loan and
advances which grew by 18olo and govemment securities by 24o/o and a growth of 32o/o in interest expenses to support the funding of the
Balance sheet

Ihe bank's regulatorycapital ratiosas at3l December202lwere howeverbelowthe regulatoryminimum with total capital / riskweighted
assets at 5.3o/o (2020:9.2olo) against a minimum of 14.50/, and core capital / risk weighted assets at 3.3olo against a minimum of 10.57o.

Ihe Board and management have put in place a business plan which targets to grow the balance sheet and turn around to profitability rn

2022.The bank plans to leverage on the digital banking platform and product innovation to increase customer numbers and grow nott

funded income. The bank also plans to significantly grow its deposits and net advances to increase interest revenue. Specific marketing
and promotional initiatives will be implemented to ensure the bank taps cheaper deposits through the retail branch network and digital
platforms and improve both cost of funding and liquidity. Consolidated Bank Kenya limited, being a state corporation, efforts will be made

to ensure it taps cheaper deposits from state corporations and other government agencies.

Raising fresh capital to finance growth and maintain healthy prudential ratios is of paramount importance. The Board is engaging the
National Treasury and other potential shareholders to inject additional capital in the bank to ensure com pliance with the prudential capital
ratios. The National Treasury, the majority shareholderwith 93.4o/o, is committed to continue to supportthe bank to meet regulatory capital
ratios a nd i m plement the 2022 lurnaround strateg/.

Based on the foregoing, and having made an assessment of the Group and the Bank's abilig to continue as a going concern, the directors
are not aware of any material uncertainties related to events or conditions that may cast doubt on the Group and the Bank's abili$ to
continue as a going concern except as disclosed in note 9 to the financial statements.

The Directors acknowledSe that the independent audit of the financial statements does not relieve them of their responsibilities.

by the board of directors ,, .....?lt...l$gSf (l\ . ..... 2o22 andsigned on its behalf by:

I rffr\
Peter Musei

Chairman

Dr. Kennedy Otiso

Director
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CONSOLIDATED BANK OF KENYA LIMITED AND SUBSIDIARY

DIRECTORS' REMUNERATION

FOR THEYEAR ENDED 31 DECEMBER 2021

The Board establishes and approves formal and transparent remuneration polices to aftract and retain both Executive and Non-Executive

Directors. The remuneration of all Directors is subject to the guidelines issued by the State Corporations Advisory Committee (SCAC) on

terms and conditions of service for State Corporations.

ln accordance with the guidelines provided by the State Corporations Advisory Commiftee (SCAC), Salaries and Remuneration

Commission (SRC) as well as the National Treasury and other shareholders' approval during the Annual General Meetings, the Directors

are paid a sitting allowance of KShs. 20,000 for every meeting aftended. The Directors and the Chairman are also paid a monthly retainer

of KShs. 50,000 and KShs. 150,000, respectively. The Directors are not eligible for membership of the pension scheme and do not
pafticipate in any of the Bank's bonus schemes.

Contract of Seruice

ln accordance with the Kenyan Companies Act, 2015 and the Capital Market Regulations of Kenya on Non-Executive Directors, a third

of the Board is elected at every Annual General Meeting by shareholders for a term of three yearc, on rotational basis.

The Chief Executive 0fficer had a three-year renewable contract of service with Consolidated Bank of Kenya Limited and Subsidiarywhich

started 9 March 2015. The contract was renewed for a final term of three years with effect from 10th April 2018 and end on 9s April

2021.

Changes to Directors' Remuneration

During the period, there were no chanSes in Directors' remuneration which is set as per the guidelines provided by the State Corporation

Advisory Committee and the Salaries and Remuneration Commission.

Statement on appmval of Directols' Remuneration during tfie Annual General Meeting

During the Annual General Meeting held virtually on 9 September 2021, the shareholders approved the payment of Directors' fees for

the year ended 3 1 December 2022 in accordance with the guidelines provided by the State Corporations Advisory Committee and the

Salaries and Remuneration Commission.

ilre following tables shows a single figure remuneration for the CEO and No,r-Executfue Directors in respect of qualtfying services for the year

ended 31 December 2021 togetherwith the comparative figures for 2020. The aggregate Directors emoluments are shown in note 17.

FoRTHEyEARENDED3IDECEMBER2o2I 
category

Gross

Payments
KShs'000

6,440

6.440

Honorarium

KShs'000

1,320

250

Allowances

KShs'000

2,347

166

Total
KShs' 000

3,667

6,440

837

416

Peter Musei -( Term ended on 5 June 2021 and

reappointed on 6 October 202 1)

Thomas Kiyai- (term ended on 9 April

2O2Ll
Geoffrey Malombe - Representing Cabinet
Secretary National Treasury

Jane Wachuka Macharia - Representing

Cabinet Secretary National Tleasury

Moses Cheseto- Alternate to Managing Tlustee

NSSF

Hardlyne Lusui

Dr. Kennedy Otiso
Miriam Cherogony
Hon. Yusuf Chanzu

Dr. Nathan Psiwa

Total

Chief Executive Officer

Non-Executive

Non-Executive

Non-Executive

Non-Executive
Non-Executive

Non-Executive
Non-Executive

Non-Executive

487350

600
576
576
431
431
431

538
1,879
2,063

553
2,420

847

1,138
2,455
2,640

984
2,851
t.278

4.965 11,300 22.705

10
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CONSOLIDAIED BANK OF KEI.IYA UM]IED AND SUBSIDIARY

DIRECIORS' REMUNERATION (Continued)

FORII{EYEAR ENDED 31 DECEMBER 2021

FoRIHEvIARENDED3IDEcEMBER2020 
cat.sotv

Peter Musei
Dr. lyaya Wanjala - (tem ended on 8 Au6ust

2O2Ol
Ihomas Kiyai

Geoffrey Malombe - RepresenUng Cabinet
Sectetary National Tleasury

Mosc Cheseto- Altemateto Mana$ngTrustee -

NSSF

Hardlyne Lusui
Dr. KennedyOiso
Miriam Cherogony

Hon. YusufChanzu

Dr. Nathan Psiwa

Chaiman Non-Becutive

Chlef Becutive fficer

Non-Executive

Non-Executive

Non-Becutive
Non-Executive

Non-Executive

Non-Executive
Non-ExecuUve

Gross
Payments

KShs'000

21,580

2Lt80

Honoradum
KShs'000

722

1,702

Allowances
KShs'000

2s8

310

Total

KShs'0fi1

980

2,O12
21,580

1,057

940

600

600
955
689
689
690
748

TJ95

457

340
1,289
1,410

492
L,0't7

582

2,244
2,099
1,181
L,767
1.330

Total o2r.5 35J90

tt
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAL
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HEADqUARTERS

Anniversary Towers
Monrovia Street

P.O. Box 3oo84-o01oo
NAIROBI

E

REPORT OF THE AUDITOR.GENERAL ON CONSOLIDATED BANK OF KENYA
LIMITED FOR THE YEAR ENDED 31 DECEMBER, 2021

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 laws and regulations that have a direct effect
on the financial statements.

B. Report on Lawfulness 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 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 internal
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 financial statements of Consolidated Bank of Kenya Limited set out
on pages 16 to 95, which comprise the Group and the Bank statements of financial

Report of the Auditor-General on Consolidaled Bank of Kenya Limited for the year ended 3 I December, 202 I



position as at 31 December, 2021, statements of profit or loss and other
comprehensive income, statements of changes in equity and the statements of cash
flows for the year then ended, and a summary of significant accounting policies and
other explanatory information, have been audited on my behalf by Grant Thornton,
auditors appointed under Section 23 of the Public Audit Act, 2015. The auditors have
duly reported to me the results of their audit and on the basis of their report, I am
satisfied that all the information and explanations which, to the best of my knowledge
and belief, were necessary for the purpose of the audit were obtained.

ln my opinion, the financial statements present fairly, in all material respects, the
financial position of the Consolidated Bank of Kenya Limited as at 31 December,2021,
and of its financial performance and its cash flows for the year then ended, in
accordance with lnternational Financiat Reporting Standards (IFRS) and comply with
the Kenya Companies Act, 2015.

Basis for Opinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Consolidated Bank of Kenya Limited
Management in accordance with ISSAI 130 on Code of Ethics. I have fulfilled other
ethical responsibilities in accordance with the lSSAls and in accordance with other
ethical requirements applicable to performing audits of financial statements in Kenya.
I believe that the audit evidence I have obtained is sufficient and appropriate to provide
a basis for my opinion.

Emphasis of Matter

Material Uncertainty Related to Going Concern

As previously reported, the Bank continued to register poor performance in its
operations. During the year under review, the Bank incurred a loss of
Kshs.304,906,000 (2020 - Kshs.277,073,000), resulting into an accumulated loss of
Kshs.3,286,876,000 (2020 - Kshs.2,891,962,000) as at 31 December, 2021. Further,
as disclosed in Note 9 to the financial statements, the Bank's total capital to risk
weighted assets ratio continued to decline to 5.3% (2020 - 9.2Yo) against a regulatory
minimum ratio of 14.5o/o. These conditions alongside other matters as disclosed in Note
9 cast significant doubt on the Bank's ability to continue as a going concern.

My opinion is not modified in respect of this matter

Key Audit Matters

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

Reporl o/'the Auditor-General on Consolidated Bank of Kenya Limitedfor the year ended 3l December, 202 I
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Key Audit Matter How the Matter was Addressed

lmpairment Allowances on Loans and
Advances at Amortised Cost in the
Consolidated and Bank Financial
Statements

We determined that the impairment on
loans and advances to customers to be a
Key Audit Matter due to the high degree of
estimation uncertainty and significant
judgement applied by Management in
determination of Expected Credit Losses
(ECL) as summarised below;

Forward-Looking !nformation

IFRS 9 requires the Bank to measure ECLs
on a forward-looking basis reflecting a
range of future economic conditions.
Significant management judgement
applied to determining the macroeconomic
information used and the probability
weightings applied.

Significant lncrease in Gredit Risk

The criteria selected to identify a significant
increase in credit risk is a key area of
Judgement within the Bank's ECL
calculation as these criteria determine
Whether a 12-month or lifetime provisions
are recorded.

Model Estimations

lnherently judgmental modelling used to
estimate ECLs, which involves determining
Probabilities of Default ('PD'), Loss Given
Default ('LGD'), and Exposures at Default
('EAD'). The PD and LGD models used are
the key drivers of the Banks's ECL results
and are therefore the most significant
judgmental aspect of the Bank's ECL
modelling approach.

Assessing the appropriateness of
parameters used in the statistical
models in respect of Probability of
Default (PDs), Loss Given Default
(LGDs), and Exposure at Default
(EADs) by considering local
economic conditions, and;

I

I

Evaluating Management's basis
for establishing Stage 3 loss
allowances in terms of the Group
and Bank's policies and in terms of
the requirements of IFRS 9. This
included challenging reasonability
of lt/anagement assumptions on
cash flow projections and time to
realization for a sample of the
facilities.

Making use of our internalfinancial
risk modelling specialists to:

Assess the Group and Bank's
methodology for determining the
economic scenarios used in the
forward-looking information and
the probability weightings applied
to the scenarios;

Assess the key economic
variables used in the determination
of ECL, including agreeing a
sample of economic variables to
external sources, as well as the
overall reasonableness of the
economic forecasts by comparing
the Group's and Bank's forecasts
to reputable, external sources of
macroeconom ic forecasts.

Report of the Auditor-General on Consolidated Bank of Kenya Limitedfor the year ended 3l December, 202 I
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Other lnformation

The Directors are responsible for the other information. The other information
comprises the Bank information, corporate governance and the report of the Directors
as required by the Kenya Companies Act, 2015. The other information does not include
the financial statements and the auditor's report thereon.

My opinion on the financial statement does not cover the other information and I do not
express an audit opinion or any form of assurance conclusion thereon.

REPORT ON LAWFULNESS AND EFFECT]VENESS 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 lavufully 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 INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, I confirm that, nothing has come to my attention to cause me
to believe that that internal controls, risk management and overall governance were
not effective.

Basis for Conclusion

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

Report of the Auditor-General on Consolidated Bank of Kenya Limited for the year ended 3 I December, 202 I
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by Kenya Companies Act, 2015, I report based on my audit, that:

I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit;

ln my opinion, adequate accounting records have been kept by the Bank, so far
as appears from the examination of those records; and,

ilt The Bank financial statements are in agreement with the accounting records
and returns.

Responsibilities of Management and the Board of Directors

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

ln preparing the financial statements, Management is responsible for assessing the
Bank's ability to continue as a going concern, disclosing as applicable, matters related
to going concern and using the going concern basis of accounting unless Management
is aware of the intention to liquidated the Bank or cease operations.

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

ln addition to the responsibility for the preparation and presentation of 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 are responsible for overseeing the Bank's financial reporting
process, reviewing the effectiveness of how Management monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relation to overall
governance and risk management, and ensuring the adequacy and effectiveness of
the control environment.

Aud itor-General's Responsi bilities for the Aud it

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or

Report of the Auditor-General on Consolidated Bank of Kenya Limited for the year ended 3 I December, 202 I
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error, and to issue an auditor's report that includes my opinion in accordance with the
provisions of Section 48 of the Public Audit Act, 2015 and submit the audit report in
compliance with Article 229(7) of the Constitution. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with
lSSAls will always detect a material misstatement and weakness when it exists.
Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

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 control in order to give an assurance on the
effectiveness of internal controls, risk management and overall governance 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 controlwould not necessarily disclose all
matters in the internal control that might be material weaknesses 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.

a

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

Report of the Auditor-General on Consolidated Bank of Kenya Limited for the year ended 3l December, 202 I
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a 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. My conclusions are based on the audit evidence
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.

a Evaluate the overall presentation, structure and content of the financial statements,
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
scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that are identified during the audit.

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

From the matters communicated with management, I determine those matters that
were of most significance in the audit of the financial statements of the current period
and are therefore the key audit matters. These matters are described in my auditor's
report unless law or regulation precludes public disclosure about the matter or when,
in extremely rare circumstances, I determine that a matter should not be communicated
in my report because the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such communication.

CPA , cBs
AUDITOR.GENERAL

Nairobi

30 March,2022

Report of the Auditor-General on Consolidated Bank of Kenya Limited for the year ended 3 I December, 202 I
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CONSOLIDATED BANK OF KEI,IYA LIMITED AND SUBSIDIARY

GROUP STATEMENT OF PROFIT OR IOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 3T DECEMBER 202 1

INTEREST INCOME

INTEREST FJOENSE

NET INTEREST INCOME

Fee and commission income
Foreign exchange trading income
Other operating income

OPERATING INCOME

Operating expenses
Credit loss expense on loans and advances
Credit loss expense on balances due from banking institutions

LOSS BEFORETAXATION

INCOMEIA,\ CHARGE

LOSS FOR IHEYEAR

OTHER COMPREHENSIVE INCOME

Items that may not be reclassified subsequently to profit or !oss:

Net gain on equi$ instruments designated at fair value through other
comprehensive income

Surplus on revaluation of property and equipment

Total other comprehensive income for the year, net of tax

TOTAL COMPREHENSIVE INCOME FOR THE YEAR, NET OF TAX

LOSS PER SHARE

Basic and diluted

(2 78,198) (258,878)

19(a) (21.323) (15.304)

(299.521) Q74.tU2)

27 434

Notes

L2

13

2021
KShs'000

L,275,325

(s59.679)

715,646

267,532
25,926

324.023

(1,321,097)
(290,167)

GU

434

e99-0&z)

KShs

Gig)

2020
KShs'000

1,064,829

L421.380)

643,449

292,202
19,943

342.939

(1,335,2471
(222,tLlI

(53)

542

113.850

114.392

059J90t

KShs

JlJr3)

14

15

16

L,333,127 1,298,533

L7

25
22(al

35

20

16





CONSOLIDATED BANK OF KEI,IYA LIMITED AND SUBSIDIARY

BANK STATEMEI.{T OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 3 1 DECEMBER 202 1

INTEREST INCOME

INTEREST BOENSE

NET INTEREST INCOME

Fee and commission income
Foreign exchange trading income

Other operating income

OPERATING INCOME

Operating expenses
Credit loss expense on loans and advances

Credit loss expense on balances due from banking institutions

LOSS BEFORE TAXATION

INCOME TA,\ CHARGE

LOSS FOR IHEYEAR

OTHER COMPREHENSIVE INCOME

Items that may not be reclassified subsequently to prolit or loss:

Net gain on equity instruments designated at fair value through other
comprehensive income

Surplus on revaluation of property and equipment

Total other comprehensive income for the year, net tax

TOTAL COMPREHENSIVE LOSS FOR TH E YEAR, N ET OF TA,\

LOSS PER SHARE

Basic and diluted

Notes

t2

13

202L
KShs'000

t,275,325

(559.679)

715,646

244,895
25,926

324.O23

(1,306,153)
(290,167)

GU

(285,891)

(19.015)

(304.906)

434

434

QOAAIA

KShs

(2.03)

2020
KShs'000

1,064,829

(421.380)

643,449

272,745
19,943

342.939

(1,318,681)
(222,tttl

(53)

(261,769)

(1s.304)

_ t2_11,013)

542

113.850

114.392

1162-68X

KShs

_J1Jl5)

t4
15

16

1.310.490 1.279.076

t7
25
22(al

19(a)

20

27

35

t7





CONSOLIDATED BANK OF KENYA LIMITED AND SUBSIDIARYAND SUBSIDIARIES

GROUP STATEMENT OF FINANCIAL POSITION

AS AT 3 1 DECEMBER 202 1

ASSETS Notes

31 December
2021

KShs'000

31 December
2020

KShs'000

Cash and balances with Central Bank of Kenya

Balances due from banking institutions
Financial assets at amortised cost
Loans and advances to custcmers

Other assets
Equig instruments at fairvalue through other comprehensive

income
Taxation recoverable

Property and equipment
Right of Use Assets
lntangible assets
Leasehold land

TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS' FUNDS

LIABILITIES

Deposits and balances due to banking institutions
Balances due to Central Bank of Kenya

Customer deposits
Taxation payable

Other liabilities

TOTAL LIABILITIES

SHAREHOLDERS' FUNDS

Share capital
Revaluation surplus
Accumulated losses
Statutory reserve

Fair value reserve

2t
22(a)

23
24
26

27
19(c)

28(a)
28(b)
29(a)

30

22(b)
22(cl

31
19(c)

32

893,338
400,787

2,881,811
8,548,090

364,909

8,354

786,263
253,925
143,268

6.129

118,765
820,000

11,267,589
463

544.220

3,719,530
455,606

(3,283,667)
636,882

7.486

702,t85
279,515

1,972,393
8,469,277

305,876

7,920
6,483

790,269
139,506
208,415

6.299

63,276
1,300,000
9,223,932

3,719,530
465,672

(2,894,138)
536,808

7.052

14286J2r 1tu188J28

!lo5-.996

12.751.037 11.053.204

33(b)
34
35
36
37

TOTAL SHAREHOLDERS' FUNDS 1.535.83 7 1.834.924

TOTAL LIABILITIES AND

SHAREHOLDERS' FUNDS 14J.!!-821 laq$JAl

The financial statements on pages 16 to 95 were approved and authorised for issue by the Board of Directors

0n.. *.*......NXSfL ...,........2022and were signed on its behalf by:

Chairman - Musei Di 0tiso
(--.

Chief Executive OfficerJapheth Kisilu
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CONSOLIDATED BANK OF KENYA LIMITED AND SUBSIDIARY

BANK STATEMENT OF FINANCIAL POSITION

AS AT31 DECEMBER 2021

ASSETS

Cash and balances with Central Bank of Kenya

Balances due from banking institutions
Financial assets at amortised cost
Loans and advances to customers

Other assets
Due from subsidiary
Equity instruments at fair value th rough other comprehensive
income
Taxation recoverable
Property and equipment
Right of Use Assets
lntangible assets
Leasehold land

TOTALASSETS

LIABILITIES AND SHAREHOLDERS' FUNDS

LIABILITIES

Deposits and balances due to banki,rg institutions
Balances due to Central Bank of Kenya

Customer deposits
Taxation payable

Other liabilities

TOTAL LIABILITIES

SHAREHOLDERS' FUNDS

Share capital
Revaluation surplus
Accumulated losses
Statutory reserye

Fair value reserve

Notes

2t
22(al

23
24

26
43

31 December
2021

KShs'000

893,338
400,787

2,881,811
8,548,090

364,909
2tl

8,354

783,579
253,927
142,231

6.129

1 18,765
820,000

11,267,589
463

543.921

3,719,530
455,606

(3,286,876)
636,882

7.486

31 December
2020

KShs'000

702,L85
279,515

1,972,383
8,469,277

305,856
7,555

27
19(c)
28(b)
28(b)
2e(b)

30

22(b)
22(cl

31
19(c)

32

7,920
6,483

786,313
139,506
206,714

6.299

!t 21t3,366 1tut90J06

t2.750.738 11.052.906

63,276
1,300,000
9,223,932

{05-098

3,719,530
465,672

(2,891,962)
536,808

__Jpsz

33(b)
34
35
36
37

TOTAL SHAREHOLDERS' FUNDS 1.532.628 1.837.100

TOTAL LIABILITIES AND

SHAREHOLDERS' FUNDS u2llJaa u.8e0.006

The financial statements on pages 16 to 95 were approved and authorised for issue by the Board of Directors

0n... . .N\Xfilh .............2o22and were signed on its behatf by:

r

Chai rman-Peter Musei

Chief Executive Officer - Jap

I

Kisilu

19

Company

Kennedy Otiso

lgeria
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CONSOTIDATED BANK OF KENYA LIMITED AND SUBSIDIARYAND lTS SUBSIDIARIES

GROUP STATEMENT OF CASH FLOWS

FORTHEYEAR ENDED 31 DECEMBER 2021

Note

CASH FLOWS GENERATED FROM OPERATIONS

Cashflows from/ (used in) generated from operations
Tax paid

Net cashflows from/ (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property and equipment
Proceeds on sale of property and equipment
Purchase of intangible assets

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from issuance of shares
Repayment of principal and interest on bonowings
Repayment of principal portion of lease liability
Repayment of interest portion on lease liabilig

Net cash used in financing activities

MOVEMENT IN CASH AND CASH

EQUIVALENTS DURING THE YEAR

CASH AND CASH EQUIVALENTS AT 1 JANUARY

CASH AND CASH EQUIVALENTS AT 3 1 DECEMBER

33
28(b)
28(b)

38(b)

202r
KShs'000

739,711
(14.376)

725.335

(19 7,019)
88

(1.160)

(198,091)

e5.7541

(25,754],

501,490

(741,2221

a79f,i2r

2020
KShs'000

(193,307)
(1s.583)

(208.890)

(105,587)
365

(71.304)

(176.526)

(83,203)
(14.803)

(98,006)

(483,4221

(257.800)

_1141222)

38(a)
19(c)

28(a)
16

29

22





CONSOLIDATED BANK OF KEI.IYA LIMITED AND SUBSIDIARYAND ITS SUBSIDIARIES

BANK STATEMENT OF CASH FLOWS

FORTHEYEAR ENDED 31 DECEMBER 2021

CASH FTOWS FROM OPERATING ACTIVITIES

Cash flows from/ (used in) generated from operations
Tax paid

Net cash flows from/(used in operating activities

CASH FLOWS FROM INVEST]NG ACTIVITIES

Purchase of property and equipment
Proceeds on sale of property and equipment
Purchase of intangible assets

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from issuance of shares
Repayment of principal and interest on borrowings
Repayment of principal portion of lease liability
Repayment of interest portion on lease liability

Net cash used in financing activities

MOVEMENT IN CASH AND CASH

EQUIVALENTS DURING THE YEAR

CASH AND CASH EQUIVALENTS AT 1 JANUARY

CASH AND CASH EQUIVALENTS AT31 DECEMBER

Note

38(a)
19(c)

34
28(b)
28(b)

38(b)

2021
KShs'000

737,403
(12.068)

725.335

(197,01s)
88

( 1.160)

(1e8,0s 1)

(25.7541

(25,754l,

501,490)

(741,2221

rugJ3a

2020
KShs'000

(188,336)
(15.s83)

(203.919)

(105,434)
365

(71.304)

(176.373)

(83,203)

J14*803)

(98,006)

(478,298)

1262i2!)

11472?2)

28
16

29

23
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CONSOLIDATED BANK OF KEI,JYA LIMITED AND SUBSIDIARY

NOTES TO THE FINANCIAL STATEMENTS

FOR THEYEAR ENDED 31 DECEMBER 2021

2.

4.

5.

5.1

REPORTING ENITIY

Consolidated Bank of Kenya Limited and Subsidiary ffhe 'Bank") together with its subsidiaries provides retail and corporate
banking services and insurance agency services in Kenya. Consolidated Bank of Kenya Limited is the ultimate parent of the group.

The address of its registered office is as follows:
Consolidated Bank House, Koinange Street
P 0 Box 51 133
Nairobi- 00200.

The consolidated finanr:ial statements for the year ended 31 December 202lwere authorised for issue in accordance with a
resolution of the directors on 17 March 2022.

BASIS OF PREPARATION

The consolidated and separate financial statements have been prepared in accordance with the historical cost basis except for
equity instruments measured at fair value through other comprehensive income. For Kenyan Companies Act, 2015 repofting
purposes, the balance sheet is represented by the statement of financial position and the profit and loss account by the statement
of profit or loss and other comprehensive income in these financial statements. The financial statements are presented in Kenya

Shillings (KShs) and all values are shown in Thousands Kenya Shillings (KShs'000) except where otheruise indicated.

Statement of compliance

The group financial statements have been prepared in accordance with lntemational Financial Reporting Standards (IFRS) as

issued by the lnternational Accounting Standards Board (IASB), the Kenyan Companies Act 2015 and the Banking Act Cap 488.
The preparation of financial statements in conformitywith IFRS requires use of ceftain critical accounting estimates. lt also requires

management to exercise its judgement in the process of applying bank policies. The areas involving a higher degree of judgement

or complexity or where assumptions and estimates are significant are disclosed in note 8.

Prcsentation of financial statements

The Bank presents its statement of financial position rn order of liquidig based on the Bank's intention and perceived ahiii$:o
recover/settle the majority of assets/liabilities of the conesponding financial statement line item. An analysis of the expected

cash flows of financial assets and liabilities and contractual rnaturities as at the date of reporting is presented in note 10.8.2.
Financial assets and financial liabilities are generally reported gross in the consolidated statement of financial position except

wheri IFRS netting criteria are met.

Positions that are managed on a settle-to-market basis are transactions that are settled in cash before the close of the business

day and therefore the balances are no longer recognised on the statement offinancial position as an asset ora liability. The carrying

amounts represent the called but not yet settled balances. Products that the Bank manages on a Settle-to-market basis include:

exchange traded futures and options and over-the-counter interest rate and foreign currency swaps cleared through the bank.

Changes in accounting policies and disclosures

New and amended Standards and interpretations

Several other amendments and interpretations apply for the first time in 2021, but do not have an impact on the financial
statements of the Group. The Group has not early adopted any other standards, interpretations or amendments that have been

issued but are not yet effective.

The following amendments became effective during the period:

3.

New standards or amendments

lnterest Rate Benchmark Reform - Phase 2: Amendments to IFRS 7

lnterest Rate Benchmark Reform - Phase 2: Amendments to IFRS 9

lnterest Rate Benchmark Reform - Phase 2: Amendments to IFRS 16

Effective for annual period beginning or
after

l-lan-21

l-lan-21

l-Jan-21

24





CONSOLIDATED BANK OF KENYA LIMITED AND SUBSIDIARY

NOTES TO THE FINANCIAL STATEMENTS

FORTHEYEAR ENDED 31 DECEMBER 2021

5. Changes in accounting policies and disclosures (continued)

5.1 New and amended Standards and interpretation (continued)

lmpact of the initial application of C0Vl0- 19-Related Rent Concessions Amendment to IFRS 16
lnMay 2020, the IASB issued C0VID-19-Related Rent Concessions (Amendment to IFRS 16) that provides practical relief to
lessees in accounting for rent concessions occuning as a direct consequence of C0VID- 19, by introducing a practical expedient

to IFRS 16. The practical expedient permits a lessee to elect not to assess whether a COVID19-related rent concession is a
lease modification. A lessee that makes this election shall account for any change in lease payments resulting from the COVID-

19-related rent concession the same way it would account for the change applying IFRS 16 if the change were not a lease

modification. The Bank enjoyed COVID-19 relief for some of its leased premises and the same has been credit to the Bank
profit and loss.

The practical expedient applies only to rent concessions occuning as a direct consequence of COVID- 19 and only if all of the

following conditions are met:

a) The change in lease payments results in revised consideration for the lease that is substantially the same as, or less than,
the consideration for the lease immediately preceding the change;

b) Any reduction in lease payments affects only payments originally due on or before 30 Jun e2O2l (a rent concession meets

this condition if it results in reduced lease payments on or before 30 June 2021 and increased lease payments that
extend beyond 30 June 2O21); and

c) There is no substantive change to other terms and conditions of the lease

The Group applied the practical expedience to all rent concessions that meet the conditions stemming from COVID- 19.

The group benefited trom a 2lo/o waiver of rent due on Harambee branch for a period of three months from July to September
2020. Thebankalsobenefitedlroma25o/owaiveronrentdueforKitengelaandUmojabranchesfortheperiodJunetoAugust
2020. The proportion and amount of waiver granted under each branch is shown below

Premises Percentage waiver Period Amount KShs

Harambee 20Yo July - September 670,414
Kitengela 25Yo June - August 225,341
Umoja 25% June - August 242,29L

The waiver of lease payments has been accounted for as a negative variable lease payment in profit or loss. The bank has

derecognised the part of the lease liability that has been extinguished by the forgiveness of lease payments, consistent with
the requirements of IFRS 9:3.3.1.

Standads issued but notyet effective

Ihe standards and interpretations that are issued, but not yet effective, up to the date of issuance of the Company's financi,tl

statements are listed below.

New standards or amendments Effective for annual period

beginning or after

Reference to the Conceptual Framework (Amendments to IFRS 3)

Property, Plant and Equipment Proceeds before lntended Use (Amendments to IAS 16)

0nerous Contracts Cost of Fulfilling a Contract (Amendments to IAS 37)

AtP IFRS 1 First-time Adoption of lnternational Financial Reporting Standards - Subsidiary as a

first-time adopter
AIP IFRS 9 Financial lnstruments - Fees in the'10 per cent'test for derecognition of financial

liabilities
AIP IAS 41 Agriculture - Taxation in fairvalue measurements

IFRS 17 lnsurance Contracts

Classification of liabilities as current or non-cunent (Amendments to IAS 1)

Sale or Contribution of Assets between an lnvestor and its Associate or Company (Amendments to
IFRS 10 and IAS 28)
Deferred tax related to assets and liabilities arisingfrom a single transaction - Amendments to IAS

t2
Definition of accounting estimates: Amendments to IAS 8

Annual lmprovement to IFRS Standards 20L8-2020: Amendments to IFRS 1

Reference to the Conceptual Framework: Amendments to IFRS 3

Annual lmprovement to IFRS Standards 2018-2020: Amendments to IFRS 9

Annual lmprovement to IFRS Standards 2018-2020: Amendments to IAS 41

1 lanuary 2022
I lanuary 2022
I lanuary 2022

I lanuary 2022

I lanuary 2022

1 lanuary 2022
I lanuary 2023
I lanuary 2023
To be determined

I lanuary 2023

I lanuaty 2023
L lanuary 2022
I lanuary 2022
I lanuary 2022
I lanuary 2022

None of the standards and interpretations listed above are expected to have a significant impact on the Gmup's financial

statements when they become effective.
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CONSOLIDATED BANK OF KENYA LIMITED AND SUBSIDIARY

NOTES TO THE FINANCIAL STATEMENTS

FOR THEYEAR ENDED 31 DECEMBER 2021

Basis of consolidation

The consolidated financial statements comprise the financial statements of the Bank as at 31 December 2021. Consolidated
Bank consolidates a subsidiary when it controls it. Control is achieved when the Eank is exposed, or has rights, to variable
retums from its involvement with the investee and has the ability to affect those returns through its power over the investee.
When assessing whether it has power over an investee and therefore controls the variabilig of its retums, the Bank considers
all relevant facts and circumstances, including; the purpose and design of the investee, the relevant activities and how
decisions about those activities are made and whetherthe Bank can direct those activities, contractual arangements such as
call rights, put rights and liquidation rights, whether the Bank is exposed, or has rights, to variable returns from its involvement
with the investee, and has the power to affect the variabili$ of such returns.

When necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies in line
with the Bank's accounting policies. All intra-group aisets, liabilities, equity, income, expenses and cash flows relating to
transactions between members of the Bank are eliminated in full on consolidation. Disclosures for investment in subsidiaries,
structured entities, securitisations and asset management activities are provided in note 40.

lnvestments in subsidiary companies are stated at cost less impairment loss where applicable. The dormant subsidiaries listed
in note 40 have no assets and liabilities and are at nil value. Details of the subsidiaries and how they are related to the bank
are also disclosed in note 40.

7 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

7.1 lnterest income and expense

lnterest income is recorded using the effective interest rate (ElR) method for all financial instruments measured at amoftised
cost. lnterest expense is also calculated using the EIR method for all financial liabilities held at amortised cost. The EIR is the
rate that exactly discounts estimated future cash receipts through the expected life of the financial instrument or, when
appropriate, a shorter period, to the net carrying amount of the financial asset.

The EIR (and therefore, the amortised cost of the asset) is calculated by taking into account any discount or premium on
acquisition, fees and costs that are an integral part of the ElR. The Bank recognises interest income using a rate of return that
represents the best estimate of a constant rate of retum over the expected life of the loan. Hence, it recognises the effect of
potentially different interest rates charged at various stages, and other characteristics of the product life cycle (including
prepayments, penalty interest and charges).

lf expectations regarding the cash flows on the financial asset are revised for reasons other than credit risk, the adjustment is
booked as a positive or negative adjustment to the carrying amount of the asset in the Statement of financial position with an

increase or reduction in interest income. The adjustment is subsequently amortised through lnterest and similar income in the
income statement.

The Bank calculates interest income by applying the EIR to the gross carrying amount of financial assets other than credit-
impaired assets. When a financial asset becomes credit-impaired and is, therefore, regarded as 'Stage 3', the Bank calculates
interest income by applying the effective interest rate to the net amortised cost of the financial asset. lf the financtal assets
cures and is no longer credit-impaired, the Bank reverts to calculating interest income on a gross basis. Previously
unrecognised interest revenue of a cured credit impaired financial asset are recognised as a reversal of an impairment loss.

The average effective interest on financial assets held at amortised cost and loans and advances to customers are disclosed
under notes 23 and 24 respectively.

7.2 Fees and commissions income and other fees and commissions expense

The Bank eams fee and commission income from a diverse range of financial services it provides to its customers. Fee and
commission income is recognised at an amount that reflects the consideration to which the Bank expects to be entitled in
exchange for providing the seryices. The performance obligations, as well as the timing of their satisfaction, are identified, and
determined, at the inception of the contract.

When the Bank provides a service to its customers, consideration is recovered immediately upon satisfaction of a service
provided at a point in time or at the end of the contract period for a service provided over time

26





CONSOLIDATED BANK OF KENYA LIMITED AND SUBSIDIARY

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 202 1

7 SUMMARY 0F SIGNIFICANT ACCOUNTING POLICIES (continued)

7 .2 Fees and commissions income and other fees and commissions expense (continued)

Services provided where the Bank's performance obligations are satisfied at a point in time are recognised once control of the
services is transfened to the customer. This is typically on completion of the underlying transaction or service or, for fees or
com ponents of fees that are linked to a certain performance, after fulfilling the conesponding performance criteria. These include
fees and commissions arising from negotiating or participating in the negotiation of a transaction for a third party, such as the
anangement/participation or negotiation of the acquisition of shares or other securities, orthe purchase or sale of businesses,
brokeiage and undenrvriting fees The Bank typically has a single performance obligation with respect to these seruices, which is
to successfully complete the transaction specified in the contract.

7.3 Property, Equipment, lntangible assets and Right of use Assets (Leases)

Property and equipment

Property and equipment are stated at cost (or as professionally re-valued from time to time where applicable), excluding costs
of day to-day servicing, less accumulated depreciation and any accumulated impairment losses respectively. Cost comprises
expenditure initially incuned to bring the asset to its location and condition ready for its intended use and directly attributable
to the acquisition of the asset. The Bank's policy is to regularly revalue property and equipment at least every five years to ensure
that the carrying amount is not materially different from its fair value.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item will flow to the Group and the cost can be reliably measured.
The carrying amount of the replaced part is derecognised. All other repairs and maintenance are recognised in profit or loss
during the financialyear in which they are incurred.

Any increase arising on the revaluation is recognised in othercomprehensive income and accumulated in the revaluation surplus.
Decreases that offset previous increases of the same asset are recognised in other comprehensive income and charged against
the revaluation surplus; all other decreases are charged to profit or loss. As disclosed in note 28, the group revalued its Land and
buildings in December 2020 by an independent Valuer - Claytown Valuers Ltd.

Addition and disposal

The addition and disposal or decommissioning of property and equipment and intangible assets is done on the date of the
acquisition and the date of the disposal respectively. The assets are removed from the statement of financial position and the
register on the disposal or when it is withdrawn from use and no future economic benefits are expected from its disposal. The
gain or loss which is difference between the proceeds and the carrying amount is recognised in the profit rnd loss.

7.3.1 Depreciation

Depreciation is calculated on a straight-line basis at annual rates estimated to write off the cost of each asset or the revalued
amounts, to its residual values over its estimated useful life as follows:

Fixtures, fittings, equipment & ATIIs
Leasehold improvements
Computers
Motor vehicles
Buildings

5 years
8 years or lease period if shorter
3 years
4 years
40 years or land lease period if shorter

7.3.2

Land is not depreciated as it is deemed to have an indefinite life.

The depreciation charge to profit and loss is based on the carrying amounts of the propefi and equipment. The excess of this
charge overthat based on the historical cost of the property and equipment is released each year from the revaluation surplus to
retained eamings.

lntangible assets - computersoftware costs

Costs incuned on computer software are initially accounted for at cost and subsequently at cost less any accumulated
amortisation and accumulated impairment losses. Acquired computersoftware licences are capitalised on the basis of the costs
incurred to acquire and bring to use the specific software. Software is amortised on a straight-line basis and the amortisation
expenses are recognised in profit or loss over its estimated useful life, from the date it is available for use. The estimated useful
life of software for the cunent and comparative period is 5 years. The amortisation method, useful life and the residual value are
reviewed at each financial year-end and adjusted, if appropriate.

Changes in the expected useful life or the expected pattem of consumption of future economic benefits embodied in the asset
are aCcounted for by changing the amortisation method or period, as appropriate, and treated as changes in accounting
estimates. The amortisation expense on intangible assets with finite lives is recognized in profit or loss in the expense category
consistent with the function of the intangible asset
The carrying amount and amortisation are disclosed in note 29.

Derecognition of intangible assets

An intangible asset is derecognised on disposal, or when no future economic benefits are expected from use or disposal. Gains
or losses arising from derecognition of an intangible asset, measured as the difference between the net disposal proceeds and
the carrying amount of the asset, are recognised in profit or loss when the asset is derecognised.
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7.3.3

7.3.4

7.3.5

SUMMARY OF SIGNIFICANT ACC0UNTING P0LICIES (continued)

Leases (Policy applicable after l January 2019)
The Bank assesses at contract inception whether a contract is, or contains, a lease. That is, if the contract conveys the right to
control the use of an identified asset for a period of time in exchange for consideration.

Ihe Bank as lessee

The Bank applies a single recognition and measurement approach for all leases, except for short-term leases and leases of
low-value assets. The B-ank recognises lease liabilities to make lease payments and right-of-use assets representing the right
to use the underlying assets.

Right-of-use assets
The Bank recognises right-of-use assets at the commencement date of the lease (i.e., the date the underlying asset is available
for use). Right:of-use assets are measured at cost, less any accumulated depreciation and impairment losggq, and adjusted
for any remeasurement of lease liabilities. The cost of right-of-use assets includes the amount of lease liabilities recognised,
initial direct costs incuned, and lease payments made at or before the commencement date less any lease incentives received.
Right-of-use assets are depreciated on a straisht-line basis over the lease term (1-5 years).

Lease liabilities
At the commencement date of the lease, the Bank recognises lease liabilities measured at the present value of lease payments
to be made over the lease term. The lease payments include fixed payments (less any lease incentives receivable), variable
lease payments that depend on an index or a rate, and amounts expected to be paid under residual value guarantees. The
lease payments also include the exercise price of a purchase option reasonably certain to be exercised by the Bank and
paymentS of penalties for terminating the lease, if the lease term reflects exercising the option to terminate.

Variable lease payments that do not depend on an index or a rate are recognised as expenses in the period in which the event
or condition that iriggers the payment occurs. Subsequent remeasurement of lease liability are treated as adjustments to the
right of use assets. Any reduction in the carrying amount are recognised in the P&1.

Bank as a lessor
Leases in which the Bank does not transfer substantially all the risks and rewards incidental to ownership of an asset are
classified as operating leases. Rental income arising is accounted for on a straight-line basis over the lease terms and is
included in revenue in the statement of profit or loss due to its operating nature. lnitial direct costs incuned in negotiating and
ananging an operating lease are added to the carrying amount of the leased asset and recognised over the lease term on the
samebasis as rental income. Contingent rents are recognised as revenue in the period in which they are eamed.

Estimating the incremental bonowing r ate
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 bonow over a similar term, and
with a similar security, the funds necessary to obtain an asset of a similar value to the right-of-use asset in a similar economic
environment. The IBR therefore reflects what the Bank 'would have to pay', which requires estimation when no observable rates
are available (such as for subsidiaries that do not enter into financing transactions) orwhen they need to be adlusted to reflect
the terms and conditions of the lease, The Bank estimates the IBR using observable inputs (such as market interest rates) when
available and is required to make certain entity-specific adjustments (such as the subsidiary's stand-alone credit rating, or to
reflect the terms and conditions of the lease).

lmpairment of non-financial assets

At the reporting date, the Bank reviews the carrying amount of its tangible and intangible assets to determine whether there is
any indication that these assets have suffered an impairment loss.

lf objective evidence on impairment losses exists, the recoverable amount of the asset is estimated in order to determine the
extent of the impairment loss. The carrying amount of the asset is reduced through the use of an allowance account and the
amount of the loss is recognised in the profit or loss. ln cases where the asset is canied at revalued amount, the impairment
loss recognised through, the profit and loss. ln determining the recoverable amount, the Bank consides the higher of the fair
value of the asset less costs to dispose, and value in use. ln estimating value in use, the Bank is cognisant of the estimated
future cash flows discounted to the present value using a pre-tax discount rate that is reflective of the cunent market
assessment of time value of money and the risks specific to the asset itself.

lntangible assets with indefinite useful life are tested for impairment annually, and when there is indication that the asset may
be impaired.

Where impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit) is increased to the
revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount
that would have been determined had no impairment loss been recognised, unless such asset is canied at revalued amount,
in which case the revercal of the impairment loss is treated as revaluation increase.
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Foreign cunencies

Functional and presentation cunency

The financial statements of the Bank are measured using the currency of the primary economic environment in which the Bank
operates ('the functional currency'). The financial statements are presented in Kenya shillings, which is the Bank's functional and
presentation currency. Except as indicated, financial information presented in Kenya shillings has been rounded to the nearest
thousand (KShs'000).

7.4.2 Transactions and balances

7.4.3

Foreign cunency transactions that are transactions denominated, orthat requires settlement, in a foreign cunency are translated
into the functional cunency using the exchange rates prevailing at the dates of the transactions. At the reporting date, monetary
items denominated in foreign currencies are retranslated at the rates prevailing at that date. Non-monetary items canied at fair
value that are denominated in foreign currencies are retranslated at the rates prevailing at the date when fair value was
determined. Non-monetary items that are measured in terms of historical cost in a foreign cunency are not retranslated.

Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation at year end

exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised through profit or loss. All

foreign exchange differences arising on non-trading activities are taken to other operating income/expense in the income

statement, with the exception of the effective portion of the differences on foreign cunency bonowings that are accounted for as

an effective hedge against a net investment in a foreign entity. These differences are recognised in OCl until the disposal of the

net investment, at which time, they are recognised in the income statement. Tax charges and credits attributable to exchange

differences on those monetary items are also recorded in OCl.

Foreign exchange contracts

Foreign exchange contracts include open spot contracts and foreign exchange foruard contracts. These instruments are valued

by either observable foreign exchange rates and observable or calculated fonvirrd points. These forwards and spot contracts are

in foreign exchange deals canied out in the interbank markets. These are held for risk management purposes and therefore
include hedges that are economic hedges, but do not meet the hedge accounting requirements. Most of the trading portfolio is

within the Barnk's investment hanking division (Ireasury Department) and is treated as trading risP for risk mana$ement
purposes.

Taxation

7

7.4

7.4.L

7.5

7.5.1 Current tax
Current income tax assets and liabilities are measured at the amounts expected to be recovered from or paid to the taxation

authorities. The tax rates and tax laws used to compute the amount are those that are enacted or substantively enacted at the

reporting date. Cunent income tax relating to items recognised outside profit or loss is recognised outside profit or loss. Cunent
income tax items are recognised in conelation to the underlying transaction either in profit or loss, other comprehensive income

or directly in equity.

7.5.2 Defened income tax

Defened income tax is provided using the liability method on temporary differences between the tax bases of assets and

liabilities and theircarrying amounts for financial reporting purposes at the reporting date. Deferred tax liabilities are recognised

for all taxable temporary differences, except:

(i) where the defened tax liability arises from the initial recognition of goodwill or of an asset or liabili$ in a transaction that is

not a business combination and, at the time of the transaction, affects neither the accounting profit nortaxable profit or loss;

and
(ii) in respect of taxable temporary ditferences associated with investments in subsidiaries, associates and interests in joint

ventures, where the timing of the reversal of the temporary differences can be controlled and it is probable that the temporary

differences will not reverse in the foreseeable future.
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7.5

7.5.2

SUMMARY 0F SIGNIFICANT ACC0UNTING POLICIES (Continued)

Taxation (Continued)

Defened income tax (continued)

Defened income tax assets are recognised for all deductible temporary differences, carry fonrard of unused tax credits and

unused tax losses, to the extent that it is probable that taxable profitwill be available against which the deductible temporary

differences, and the carry fonvard of unused tax credits and unused tax losses can be utilised except:

(i) where the defened tax asset relating to the deductible temporary difference arises from the initial recognition of an

asset or liabilig in a transaction that is not a business combination and, at the time of the transaction, affects neither

the accounting profit nor taxable profit or loss; and
(iii) in respect of deductible temporary differences associated with investments in subsidiaries, associates and interests in

joint ventures, defened tax assets are recognised only to the extent that it is probable that the temporary differences
will reverse in the foreseeable future and taxable profit will be available against which the temporary differences can

be utilised.

The carrying amount of defened tax assets is reviewed at each repofting date and reduced to the extent that it is no longer
probable that sufficient taxable profitwill be available to allow all or paft of the defened tax assetto be utilised. Unrecognised

defened tax assets are reassessed at each reporting date and are recognised to the extent that it has become probable that
future taxable profit will allow the defened tax asset to be recovered.

Defened tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the asset is

realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the
end of reporting period. Defened income tax relating to items recognised outside profit or loss is recognised outside profit

or loss. Defened tax items are recognised in conelation to the underlying transaction either in profit or loss, other
comprehensive income or directly in equity.

Detened tax assets and defened tax liabilities are offset if a iegatty enforceable right exists to set off current tax assets

against current tax liabilities and the deferred taxes relate to the same taxable entity afld the same taxation authority. The

Finance Act 2015 varied the period to carry fonvard the tax losses from 5 years to 10 years. The group has not recognized

defened tax asset/Liability due to the loss making position.

Value added tax
Revenues, expenses and assets are recognised net of the amount of value added tax except where the value added tax

incuned on a purchase of assets or services is not recoverable from the Kenya Revenue Authori$ (KRA), in which case the
value added tax is recognised as part of the cost of acquisition of the asset or as part of the expense item as applicable; and

receivables and payables that are stated with the amount of value added tax included.

The net amount of value added tax recoverable from, or payable to tax authorities is included as part of receivables or
payables in the statement of financial position.

Financial instruments

Date of initial recognition

Financial assets and liabilities, with the exception of loans and advances to customers and balances due to customers, are
initially recognised on the trade date, i.e., the date that the Bank becomes a party to the contractual provisions of the
instrument. This includes regular way trades: purchases or sales of financial assets that require delivery of assets within the
time frame generally established by regulation or convention in the market place. Loans and advances to customers are
recognised when funds are disbursed to the customes' accounts. The Bank recognises balances due to customers when
funds are transferred to the Bank.

lnitial measurement of financial instruments
The classification of financial instruments at initial recognition depends on their contractual terms and the business model
for managing the instruments, as described in notes 7.6.4 to 7.6.9.

The classification of financial instruments at initial recognition depends on their contractual terms and the business model
for managing the instruments. Financial instruments are initially measured at their fair value except in the case of financial
assets and financial liabilities recorded at FVPL, transaction costs are added to, or subtracted from, this amount.

7.6

7.6.1

7.6.2
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7.6.3

7.6.4

SUMMARY 0F SIGNIFICANT ACCOUNTING P0LICIES (Continued)

Financial instruments (continued)

Day 1 profit or loss

When the transaction price of the instrument differs from the fairvalue at origination and the fairvalue is based on a valuation
technique using only inputs obseruable in market transactions, the Bank recognises the difference between the transaction
price and fair value in net trading income. ln those cases where fair value is based on models for which some of the inputs
are not observable, the difference between the transaction price and the fairvalue is deferred and is only recognised in profit
or loss when the inputs become obserrrable, or when the instrument is derecognised.

Classification and measurement

The Bank classifies all of its financial assets based on the business model for managing the assets and the asset's

contractual terms, measured at eithen
o Amortised cost, as explained in note 7.6.5
o FV0C|, as explained in note 7.6.8

Financial liabilities, otherthan loan commitments and financial guarantees, are measured at amortised cost or at FVPL when

they are held for trading.

7.6.5 Due from banks, loans and advances to customers, financial investments at amoftised cost

The Bank measures Due from banks, Loans and advances to customes and otherfinancial investmentsat amoftised cost

only if both of the following conditions are met:

o The financial asset is held within a business model with the objective to hold financial assets in order to collect

contractual cash flows.
o The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of

principal and interest (SPPI) on the principal amount outstanding.

An analysis of the gross carrying amount, maximurn exposure to credit risk based on the bank's internal credit grading syste;r'

and year er,d classification and the corresponding ECLs for the loans and advance.; to customers and balances due fron,

other banking institutions is shown in note 10.6.

7.6.6 Business model assessment

The Bank determines its business model at the level that best reflects how it manages groups of financial assets to achieve

its business objective:
o The risks that affect the performance of the business model (and the financial assets held within that business model)

and, in particular, the way those risks are managed.
o How managers of the business are compensated (for example, whether the compensation is based on the fair value of

the assets managed or on the contractual cash flows collected).

The expected frequency, value and timing of sales are also important aspects of the Bank's assessment. The business model

assessment is based on reasonably expected scenarios without taking 'worst case' or'stress case' scenarios into account.

lf cash flows after initial recognition are realised in a way that is different from the Bank's original expectations, the Bank

does not change the classification of the remaining financial assets held in that business model, but incorporates such

information when assessing newly originated or newly purchased financial assets going fonvard.

7.6.7 Solely payments of principal and interest test

As a second step of its classification process the Bank assesses the contractual terms of financial assets to identify whether
they meet the SPPI test. 'Principal' for the purpose of this test is defined as the fair value of the financial asset at initial
recognition and may change over the life of the financial asset (for example, if there are repayments of principal or
amortisation of the premium/discount). The most significant elements of interest within a lending arrangement are typically
the consideration for the time value of money and credit risk. To make the SPPI assessment, the Bank applies judgement

and considers relevant factors such as the cunency in which the financial asset is denominated, and the period forwhich the
interest rate is set.
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7.6.9

SUMMARY 0F SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (continued)

Equity instruments at FVOCI

The bank holds Kakuzi PLC quoted equity shares and has elected to classify this as equity instruments at FVOC|. Gains and losses on

these equity instruments are recognised through other comprehensive income. Dividends are recognised in profit or loss as other
ope.ating income when the right of the payment has been established. Equi$ instruments at FV0CI are not subject to an impairment
assessment.

The Bank presents non-recyclable items such as the movement in fair value of equity instruments at fair value through other
comprehensive income (FV0C|) within the'Fair value reserye' Such movements could also be presented within 'Retained earnings',

but we believe showing them on a separate financial statement line provides greater transparency.

However, when such movements in fair value become 'realised' upon derecognition of the equity instruments, the corresponding
values are reclassified to retained earnings.

Classification and measurement

Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the substance of the
contractual arrangement.

i) Equity instruments
An eq uity instrument is any contract that evidences a residual intelest in the assets of an enti$ after deducting all of its liabilities.
Equig instruments issued by the Bank are recorded at the proceeds received, net of direct issue costs.

ii) 0ther financial liabilities
Other financial liabilities, including bonowings, are initially measured at fair value, net of transaction costs.

Other financial liabilities are subsequently measured at amortised cost using the effective interest method, with intelest expLrrse

recognised on an effective yield basis. The effective interest method is a method of calculating the amortised cost of a financial
liability and of allocating interest expense over the relevant period. The effective interest rate is the rate that exactly discounts
estimated future cash payments through the expected life of the financial liability, or (where appropriate) a shorter perod, to the net

ca,'rying amount on initial recognition.

Financial assets and financial liabilities at fair value through profit oI loss

Financial assets and financial liabilities in this category are those that are not held for trading and have been either designated by

management upon initial recognition or are mandatorily required to be measured at fair value under IFRS 9. Management only

designates an instrument at FVPL upon initial recognition when one of the following criteria are met. Such designation is determined

on an instrument-by-instrument basis:

. The designation eliminates, or significantly reduces, the inconsistent treatment that would otherwise arise from measuring the
assets or liabilities or recognising gains or losses on them on a different basis or

r The liabilities are part of a group of financial liabilities, which are managed and their performance evaluated on a fair value

basis, in accordance with a documented risk management o. investment strategy or
r The liabilities containing one or more embedded derivatives, unless they do not significantly modify the cash flows that would

othenivise be required by the contract, or it is clear with little or no analysis when a similar instrument is first consideted that
separation of the embedded derivative(s) is prohibited

lmpairment of financial assets

Overview of the expected credit loss - ECL principle

The adoption of IFRS t has fundamentally changed the Bank's loan loss impairment method by replacing IAS 39's incurred loss

approach with a forward-looking ECL approach. From 1 January 2018, the Bank has been recording the allowance for expected credit
losses for all loans and other debt financial assets not held at FVPL, together with loan commitments and financial guarantee and

letters of credit contracts, in this section all referred to as'financial instruments'. Equity instruments are not subject to impairment
under IFRS 9.

The ECL allowance is based on the credit losses expected to arise over the life ofthe asset (the lifetime expected credit loss or LTECL),

unless there has been no significant increase in credit risk since origination, in which case, the a llowance is based on the 12 m onths'
expected credit loss (12mECL). The Bank's policies for determining if there has been a significant increase in credit risk are set out
in note 10.6.

7.7

7.7.1
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7.7 lmpairment of Financial assets (continued)

7.7.2 ECLs

The Bank has established a policy to perform an assessment, at the end of each reporting period, of whether a financial
instrument's credit risk has increased significantly since initial recognition, by considering the change in the risk of default
occuning over the remaining life of the financial instrument.

Based on the above process, the Bank groups its financial assets into Stage 1, Stage 2, Stage 3 as described below:

Stage 1: These are financial instruments that are performing in accordance with contractual terms and are expected to
continue to do so since there are no signs or deterioration in credit risk or circumstances of the bonower from initial
recognition. The bank recognises impairment allowance based on 12 months ECL.

Stage 2: These are financial instruments that have exhibited potential weaknesses which may if not conected weaken the
asset. The financial instruments have shown significant increase in credit risk and hence the bank recognises impairment
allowance on the lifetime ECL.

Stage 3: These financial instruments that are credit impaired. The bank considers financial instruments credit impaired when
the bonower is g0 days past due on contractual payments. Other qualitative considerations include existence of events and
circumstances that indicates that the bonower is unlikely to pay.

Calculation of ECL

The key components and the mechanics behind the computation of the ECL are outlined below

PD: The probabilig of default is an estimate of the likelihood of default over a given time horizon. A default may only happen

at a certain time over the assessed period, if the facility has not been previously derecognised and is still in the portfolio. The

bank models its PDs at sector level usinS survival analysis over a defined period.

EAD: Exposure at Default is an estimate of the exposure at a future default date, taking into account expected changes in the
exposure after the reporting date, inciudmg repayments of principal and interest, whether scheduled by "ontract or
otherwise, expected drawdowns on commifted facilities, and accrued interest from missed payments.

LGD: The Loss Given Default is an estimate of the loss arising in the case where a default occurs at a given time. lt is based
on the difference between the contractual cash flows due and those that the lender would expect to receive, including from
the realisation of any collateral. lt is usually expressed as a percentage of the EAD.

The PD and LGD investment in government securities and bonds are considered negligible, approximating 0%. These arr-' risk
free instruments and there is no historical loss situation.

Undrawn Loan commitments guarantees and letters of credit
When estimating LTECLs for undrawn loan commitments, the Bank estimates the expected portion of the loan commitmerrt
that will be drawn down over its expected life. Details of the gross carrying exposure and the corresponding ECL are disclosed
in note 10.6

7.7.3 Fonvard looking information

The bank has included a forward looking macro-economic overlay in its ECL model. The bank relies on the following economic
indicators to develop the forward looking macroeconomic overlay. The bank adopts the following data sets for analysis of
macroeconomic over lay;

Historical industry and Bank's non-performing loans
Historical macroeconomic statistics. The adopted macroeconomic factors include;
o Gross Domestic Product - GDP

o lnflation - consumer price index
. Exports

o Lending rates
o Exchange rates - effective

Forecast macroeconomic data
This is then regressed against Banks Non-performing loans in orderto determine a relationship with the Macro economic variables.
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SUMMARY 0F SIGNIFICANT ACCOUNTING POLICIES (Continued)

lmpairment of Financial assets (continued)

Fomad looking information (conUnued)

To eliminate biasness and ensure there is probability weighting, the bank adopts base, worst and best-case forecasts adjustment

factors to obtain a probabilig weighted PD. The weights are determined based on coefficient of determination (R2). R2 provides

the Base while an even split of 1-R2 provides the weights for best and worst-case scenarios.

Collateral valuation

To mitigate its credit risks on financial assets, the Bank seeks to use collateral, where possible. The collateral comes in various

forms, such as cash, securities, lettersofcredit/guarantees, real estate, receivables, inventories, othernon-financial assets and

credit enhancements such as netting agreements. The fair value of collateral affects the calculation of ECLs. The fair value of
collateral values is disclosed in note 10.6.

7 .7 .4 Derecognition of financial assets
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7

7.7

7.7.3

7.7.5

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is derecognised when

the rights to receive cash flows from the financial asset have expired. The Bank also derecognises the financial asset if it has both

transfened the financial asset and the transfer qualifies for derecognition.

Financial assets whose original contractual terms have been modified, including those loans subjectto forbearance strategies, are

modified instruments. Modifications may include changes to the tenor, cash flows and or interest rates among other factors.

Where derecognition of financial assets is appropriate, the newly recognised residual loans are assessed to determine whether the

assets should be classified as purchased or originated credit impaired assets (P0Cl).

Where derecognition is not appropriate, the gross carrying amount of the applicable instruments is recalculated as the present

value ofthe renegotiated or modified contractual cash flows discounted at the original effective interest rate (or cledit-adjusted

effective interest rate for POC| financial assets). The difference between the recalculated values and the pre-modified gross carrying

values of the instruments are recorded as a modification gain or loss in the income statement to the extent that an impairment loss

has not already been recorded.

Gains and losses arising from modifications for credit rea:ions are recorded as pad of credit impairment. Modification gains and

losses arising for non-credit reasorrs are recognised either as part of credit impairment or within income depending on whether

there has been a change in the credit risk on the financial asset subsequent to the modification. Modificatton gains and losses

arising on financial liabilities are recognised within income.

Derecognition of financial assets

Financial assets are derecognised when the rights to receive cash flows from the financial assets have expired or where the Group

has transferred substantially through sale all risks and rewards of ownelship. lf substantially all the risks and rewards have been

neither retained nor transferred and the Group has retained control, the assets continue to be recognised to the extent of the

Group's continuing involvement.

Where financial assets have been modified, the modified terms are assessed on a qualitative and quantitative basis to determine

whether a fundamental change in the nature of the instrument has occurred, such as whether the derecognition of the pre-existing

instrument and the recognition of a new instrument is appropriate.

On derecognition of a financial asset, the difference between the ca.rying amount of the asset (or the carrying amount allocated to

the portion of the asset derecognised) and the sum of the consideration received (including any new asset obtained less any new

liability assumed) and any cumulative gain or loss that had been recognised in other comprehensive income is recognised in the

income statement to the extent that an impairment loss has not already been recotded.

Write off

Financial assets are written off either partially or in their entirety only when the Bank has stopped pursuingthe lecovery i.e. after

exhausting all recovery efforts. lf the amount to be written off is greater than the accumulated loss allowance, the difference is

charged to the profit and loss account. Any subsequent recoveries are recognised as income through the profit and loss account.
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lmpairment of Financial assets (continued)

Revolving credit facilities

The Bank's product offering includes a variety of corporate and retail overdraft and revolving loan facilities, in which the Bank has
the ilght to cancel and,/or reduce the facilities with one day's notice. The Bank does not limit its exposure to credit losses to the
contractual notice period, but, instead calculates ECL over a period that reflects the Bank's expectations ofthe customer behaviour,
its likelihood of default and the Bank's future risk mitigation procedures, which could include reducing or cancelling the facilities.
Based on past experience and the Bank's expectations, the period overwhich the Bank calculates ECLs forthese products, is five
years for corporate and seven years for retail products. The interest rate used to discount the ECL for overdrafts is based on the
average effective interest rate that is expected to be charged over the erpected period of exposure to the facilities. This estimation
considers that many facilities are repaid in full each month and are consequently not charged interest.

7 .8 Financial liabilities and equig instruments issued by the Bank

a) Classification and measurement

b) Derecognitionoffinancialliabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires. Where
an existing financial liability is replaced by another from the same lender on substantially different terms, or the terms
of an existing liability are substantially modified, such an exchange or modification is treated as a derecognition of the
original liabili$ and the recognition of a new liabilig. The difference between the carrying value of the original financial
liability and the consideration paid is recognised in profit or loss.

c) Offsefting

Financial assets and liabilities are offset and stated at net amount in the statement of finarrcial position when there is
a legally enforceable right to set off, and there is an intention to settle on a net basis or realise the asset and settle the
liability simultaneously.

7.9 Statutory reserve

IFRS 9 requires the Bank to record an allowance for ECLs for all loans and other debt financial assets not held at FWPL
togetherwith loan commitments and financial guarantee contracts. The allowance is based on the ECLS associated with the
probability of default in the next twelve months unless there has been a significant increase in credit risk since origination or
the financial asset is credit-impaired. However, Central Bank of Kenya prudential guidelines require the Bank to set aside
amounts for impairment losses on loans and advances in addition to those losses that have been recognised under IFRS g.

Any such amounts set aside represent appropriations of retained earnings and not expenses in determining profit or loss.
These amounts are dealt with in the statutory reserve.

7.10 Cash and cash equivalents

Cash and cash equivalents include cash in hand, unrestricted balances held with the Central Bank of Kenya and highly liquid
financial assets with original maturities of less than three months, which are subject to insignificant risk of changes in their
fair value, and are used by the Bank in the management of its short-term commitments. Cash and cash equivalents are
canied at amortised cost in the statement of financial position.
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7 SUMMARY 0F SIGNIFICANTACCOUNTING POLICIES (Continued)

7.11 Contingentliabilities

Letters of credit, acceptances, guarantees and performance bonds are generally written by the Bank to support performance

byacustomertothirdparties. TheBankwill onlyberequiredtomeettheseobligationsintheeventofthecustome/sdefault.
These obligations are accounted for as off-balance sheet transactions and disclosed as contingent liabilities. Unceftainty

about these assumptions and estimates could result in outcomes that require a material adjustment to the carrying amounts
of assets or liabilities affected in future periods. ln calculating ECL the three-stage impairment approach is extended to apply
to cover the off balance sheet items. The bank considers the nominal contractual values of financial guarantees and letters
of credit net of collateral in determining the loss given default LGDs. The nominal values for the undrawn loan commitmenB
and overdrafts is determined using a credit conversion factor calculated using the monthly average utilization overthe history

of the available data. The nominal values of these instruments together with the conesponding ECL are disclosed in note
10.6.3.4.

7.12 Employee benefit costs

The Bank operates a defined contribution retirement benefit scheme for all its employees. The scheme is administered by

an independent investment management company and is funded by contributions from both the Bank and employees.

The Bank also contributes to the statutory National Social Security Fund. This is a defined contribution scheme registered

under the National Social Security Fund Act. The obligations under the scheme are limited to specific contributions
legislated from time to time.

The Bank's contributions in respect of retirement benefit costs are charged to the profit and loss in the year to which they
relate.

Employee entitlement to leave not taken is charged to profit or loss as it accrues.

7.13 Determination of fairvalue

ln order to show how fair values have been cierived, financial instruments are classified based on a hierarchy of valuation

techniques, as summarized below:

Level 1 financial instruments: Those where the inputs used in the valuation are unadjusted quoted prices from

active markets for identical assets or liabilities that the Bank has access to at the
measurement date. The Bank considers markets as active only if there are
sufficient trading activities with regards to the volume and liquidity of the identical
assets or liabilities and when there are binding and exercisable price quotes

available on the balance sheet date.
Level 2 financial instruments: Those where the inputs that are used forvaluation and are significant, are derived

from directly or indirectly observable market data available over the entire period

of the instrument's life. Such inputs include quoted prices for similar assets or
liabilities in active markets, quoted prices for identical instruments in inactive
markets and observable inputs otherthan quoted prices such as interest rates and
yield curves, implied volatilities, and credit spreads. ln addition, adjustments may

berequiredforthecondition orlocation of theassetortheextenttowhich itrelates
to items that are comparable to the valued instrument. However, if such
adjustments are based on unobseruable inputs which are significant to the entire
measurement, the Bank will classify the instruments as Level 3.

Level 3 financial instruments: Those that include one or more unobservable input that is significant to the
measurement as whole.
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7 SUMMARY 0F SIGNIFICANT ACCOUNTING POLICIES (Continued)

Determination of fair value (Continued)

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction in the
principal (or most advantageous) market at the measurement date under cunent market conditions (i.e., an exit price),

regardless of whether that price is directly observable or estimated using a valuation technique.

ln order to show how fair values have been derived, financial instruments are classified based on a hierarchy of valuation

techniques, as explained above.

The Bank's fair value methodology and the govemance over its models includes a number of controls and other procedures

to ensure appropriate safeguards are in place to ensure its quality and adequacy. All new product initiatives (including their
valuation methodologies) are subject to approvals by various functions of the Bank including the risk and finance functions.
The responsibility of ongoing measurement resides with the business and product line divisions.

Once submitted, fairvalue estimates are also reviewed and challenged bythe Risk and Finance functions. Fairvalue estimates
are validated by;

r Benchmarking prices against obseruable market prices or other independent sources
. Re-performingmodelcalculations
o Evaluating and validating input parameterc

Model calibrations are challenged on a quarterly basis orwhen significant events in the relevant markets occur.

When relying on third-party sources (e.g., broker quotes, or other micro or macro-economic inputs), the Risk and Finance

functions are also responsible for;

o VerifyinB and challenging the approved list of provides
o Understanding the valuation methodologies and sources of inputs and verifying their suitability for IFRS repofting

requirements

For assets and liabilities that are recognized in the financial statements on a recuning basis, the group determines whether
transferc have occuned between levels in the hierarchy by re-assessing categorization (based on the lowest le rel input that is
significant to the fair value measurement as a whole) at the end of each reporting periorl.

Extemal valuers are involved for valuation of significant assets such as propefties. The Bank evaluates the levelling at each
reporting period on an instrument-by-instrument basis and reclassifies instruments when necessary, based on the facts at
the end of the reporting period.

8. CRITICALJUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINW

The preparation of the Bank's consolidated financial statements requires management to make judgements, estimates and
assumptions that affect the reported amount of revenues, expenses, assets and liabilities, and the accompanying

disclosures, as well as the disclosure of contingent liabilities. Uncertainty about these assumptions and estimates could
result in outcomes that require a material adjustment to the canying amount of assets or liabilities affected in future periods.

ln the process of applyingthe Bank's accounting policies, management has made the following judgements and assumptions
conceminS the future and other key sources of estimation uncertainty at the reporting date, that have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year. The estimates
and associated assumptions are based on historical experience and otherfactors that are considered to be relevant including
expectations of future events that are believed to be reasonable underthe circumstances. Actual results may differfrom these
estimates.

Items with the most significant effect on the amounts recognized in the consolidated financial statements with substantial
management judgement andlor estimates are collated below with respect to judgements/estimates involved.
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8.1 lmpairment losses on financial instruments

The measurement of impairment losses both under IFRS 9 across all categories of financial assets in scope requires
judgement, in particular, the estimation of the amount and timing of future cash flows and collateral values when determining
impairment losses and the assessment of a significant increase in credit risk. These estimates are driven by a number of
factors, changes in which can result in ditferent levels of allowances.

On the upside scenario, a vaccine or sharp slowdown in the spreading of the virus globally and domestically will boost
economic activity as economic activig normalizes. lt is possible that, given ample support, MSMEs will expand capaci$ more

rapidly, reducing the unemployment rate over time. Kenya's key agriculture, manufacturing and tourism sectors will benefit
almost immediately. The KES could strengthen, which will help contain inflationary pressures brought by the improved

economic activity. This may create room forfurther policy easing, further helpingdemand. lt may also mean a more aggressive

outlay of Kenya's BlG4 Agenda into the elections given the improved backdrop.

0n the downside scenario, A further spreading of the virus deep into 2021 could damage the country's key agriculture and

tourism sectors further. While these sectors have rebounded since the outbreak of the virus in Q1, a second wave in
particularly Europe, its mains destination area for exports and impoftant martet for local tourism, could have devastating

consequences for the local economy. As it is, unemployment in tourism appear to have skyrocketed while there is also

evidence of large layoffs in the manufacturing sector. This will weigh on growth, and could also see inflation accelerate on the
back of supply chain disruptions and weaker FX. While no immediate policy rate hike would be considered, the tightening of
monetary policy could start sooner. Limited fiscal space would pose a substantial challenging to already constrained public
finances. Debt is likely to soar further.

0n the base scenario, Kenya's economic recovery began as early as May and is gaining more traction. A phased reopening of
the economy, along with substantial monetary and fiscal stimulus is further supporting the economy. lnflation appears under
control though the improved outlook has resulted in the CBK keeping the policy rate unchanged in recent months. Resilient

expofts and remittances, combined with a drop in imports, will likely see a smaller cunent account deficit this year. The

economic recovery looks set to strengthen further in 2021 and beyond, particularly as Kenya looks to step up infrastructure
investment ahead of lhe2022 elections. Fiscal risks remain large. The shilling has limited downside risks amid ample FX

reserves. FX reserves are currently still healthy above USD9bn and more worth more than 5 months of imports though it seems

unlikely that the CBK would sell too much of it to defend any particular level of the currency. lnstead, we believe the CBK will
likely intervene from time to time in the market by mopping up excess domestic liquidity and also potentially through other
less orthodox means to stem any malor pressure on the shilling overthe nearterm. The CBK may allow more cunency flexibili$
should they be close to securing an IMF Standby Facility.

The management discusseswith the Finance and Credit Committee the ECL model and matters regardingsignificant increase
in credit risk (SICR) and the impact on financial statements.

As regards Significant increase in Credit Risk (SICR) for facilities restructured/granted holidays, the Bank complied with the
guidance issued by Central Bank of Kenya providinS flexibilig to banks with regard to requirements for loan classification
and provisioning for loans that rvere performing on March 2 2020 and whose repayment period was extended or were

restructured due to the pandemic.
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8.1 lmpairment losses on financial instruments (continued)

As at 31 December 2020, the bank had restructured/granted holidays and relief totalling KShs 2. Billion. The restructures

/ reliefs mainly comprised of repayment holidays ranging from three to twelve months. Below is a breakdown of the reliefs
granted by sectors as at 3 1 Decem b er 2020.

Sector Number of accounts Amount KShs'000

Agriculture

Building and Construction

Ener6r and Water

Financial Services

Manufacturing

Mining and Quarrying
Personal Household

Real Estate

Tourism, Restaurant and Hotels

Trade

Transport and Communication

2

2t
2

t4
5

1

74

59

15

38s
32

4,475
80,652
17,322
24,595
37,260

589
80,717

491,879
30,389

1,141,940
tt4.7tr

Iotal 610 2,0.24,579

The Bank's ECL cal

The Bank's ECL calculations

Calculations are outputs of complex models with a number of underlying assumptions regarding the choice of variable
inputs and their interdependencies. Elements of the ECL models that are considered accounting judgements and
estimates include'

o The Bank's internal credit grading model, which assigns PDs to the individual grades
o The Bank's criteria for assessing if there has been a significant increase in credit risk and so allowances for financial

assets should be measured on a LTECL basis and the qualitative assessment
r The segmentation of financial assets when their ECL is assessed on a collective basis
o Development of ECL models, including the various formulas and the choice of inputs
r Determination of associations between macroeconomic scenarios and, economic inputs, such as unemployment

levels and collateral values, and the effect on PDs, EADs and LGDs
o Selection of foruard-looking macroeconomic scenarios and their probability weightings, to derive the economic

inputs into the ECL modelslt has been the Bank's policy to regularly review its models in the context of actual loss
experience and adjust when necessary.

8.2Going concem assessment

Having made an assessment ofthe Group and the Bank's ability to continue as a going concern, the directors are not aware
of any material uncertainties related to events or conditions that may cast doubt on the Group and the Bank's ability to
continue as a goingconcern except as disclosed in note 9 to the financial statements.

8.2 Property, equipment and intangible assets
8.3

Critical estimates are also involved in the determination of fairvalues of property and equipment includingthe depreciation
rates and residualvalues for properg, equipment and intangible assets.
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8. CRITICAL JUDGEMENIS AND KEY SOURCES OF ESTIMATION UNCERTAINTY (continued)

Contingent Liabilities

The Bank operates in a regulatory and legal environment that, by nature, has a heightened element of litigation risk inherent
to its operations. As a result, it is involved in various litigation proceedings in Kenya arising in the ordinary course of the Bank's

business.

When the Bank can reliably measure the outflow of economic benefits in relation to a specific case and considers such outflows
to be probable, the Bank records a provision against the case. Where the probability of outflow is considered to be remote, or
probable, but a reliable estimate cannot be made, a contingent liabilig is disclosed. However, when the Bank is of the opinion
that disclosing these estimates on a case-by-case basis would prejudice their outcome, then the Bank does not include

detailed, case-specific disclosures in its financial statements. Given the subjectivity and uncertainty of determining the
probabilig and amount of losses, the Bank takes into account a number of factors including legal advice, the stage of the

matter and historical evidence from similar incidents. Significant judgement is required to conclude on these estimates. The

details of the cases and resultant contingent liability are disclosed in note 42.

Taxation

The Bank is subjected to numerous taxes and levies by various government and quasi- government regulatory bodies. As a rule

of thumb, the Bank recognises liabilities for the anticipated tax /levies payable with utmost care and diligence. However,

significant judgement is usually required in the interpretation and applicabiliU of those taxes /levies. Should it come to the

attention of management, in one way or the other, that the initially recorded liability was eroneous, such differences will
impact on the income and liabilities in the period in which such differences are determined.

Estimating the incremental borrowin g
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 bonow over a similar term, and with
a similar security, the funds necessary to obtain an asset of a similar value to the right-of-use asset in a similar econnmic
environment. The IBR therefore reflects what the Bank'would have to pay', which requires estimation when no observable rates
are available or when they need to be adjusted to reflect the terms and conditions of the lease.

Etfective lnterest Rate (ElR) method

8.5

8.6

8.8

8.7.
8.8.

The Bank's EIR method, recognises interest income using a rate of return that represents the best estimate of a constant rate of
return over the expected behavioral life of loans and deposits and recognises the effect of potentially different interest rates
charged at various stages and other characteristics of the product life cycle (including prepayments and penalty interest and
charges). This estimation, by nature, requires an element of judgement regarding the expected behavior and life-cycle of the
instruments, as well expected changes to the Bank's base rate and other fee income,/expense that are integral parts of the
instrument.

Overdrafts and other revolving facilities

The Bank's product offering includes a variety of corporate and retail overdraft facilities, in which the Bank has the right to cancel
andlor reduce the facilities with sufficient notice. The Bank does not limit its exposure to credit losses to the contractual notice
period, but, instead calculates ECL over an estimated time frame that reflects its expectations of customer behaviour, the
likelihood of default and its future risk mitigation procedures, which could include reducing or cancelling the facilities.

The ongoing assessment of whether a significant increase in credit risk has occuned for revolving facilities is similar to other
lending products. This is based on shifts in the customer's intemal credit grade, but greater emphasis is also given to qualitative

factors such as changes in usage.

The calculation of ECL, including the estimation of the expected period of exposure and discount rate is made, on an individual
basis.
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9 GOING CONCERN

During the year ended 31 December 2021, the Group incuned a net loss of KShs 299.5 million (2020: KShs 2 74.2 million) and

the Bank incuned a net loss of KShs 304.9 million (2020: and KShs 277.07 million). The accumulated losses as at 31 December

202lwere KShs 3.283 billion forthe Group (2020: KShs 2.894 billion)and KShs billion forthe Bank (2020: 3.286 KShs 2.892
billion).

The bank regulatory capital ratios as at 31 December 2020 were also below the regulatory minimum as illustrated below:

Prudential Capital Ratio

Core Capital to Deposits

Core capital to Risk weighted assets

Total Capital to Risk weighted assets

202r
3.8olo

3.3Yo

5.3Yo

2020 MinimumCapitalRatio

9.0% 8.00%

7.0Yo 10.50o/o

9.2Yo L4.50Yo

These conditions indicate that a material uncertaing exists that may cast significant doubt on the Group and the Bank's abili$
to continue as a (oing concern.

The bank realised a slight increase of 10o/o in operating losses due the additional impairment charge on loan and advances and

lower recoveries from non-performing loans due to the difficult operating environment and disruptions arising from the COVID-

19 pandemic which affected most of the business in the year. The Bank's total assets grew by 11% to KShs 14.3 billion from
KShs 12.8 billion in 2020. The net interest income increased by llo/o to KShs 716 million from KShs 643 million the previous

year due to growth in interest income from loan and advances which grew by 18% and govemment securities by 24o/o and a

growth of 32% in interest expenses to support the funding of the Balance sheet

The bank's regulatory capital ratios as at 31 December 202lwere however below the regulatory minimum with total capital /
risk weighted assets at 5.4olo (2020:9.2"/,1against a minimtrm of 14.5o/o and core capital / risk weighted assets at 3.3olo aglainst

a minimum of 10.5ol0.

The Board and management have put irr place a business plan which targets to grow the balance sheet and tum around to
proritabilig in 2022. The bank plans to leverage on the digital banking platform and product innovation to increase customsr
numbers and grow non funded income. The bank also plans to significantly grow its deposits and net advances to increase

interest revenue. Specific marketing and promotional initiatives will be implemented to ensure the bank taps cheaper deposits
through the retail branch network and digital platforms and improve both cost of funding and liquidity. Consolidated Bank Kenya

limited, being a state corporation, efforts will be made to ensure it taps cheaper deposits from state corporations and other
govemment agencies.

Raising fresh capital to finance growth and maintain healthy prudential ratios is of paramount importance. The Board is engaging

the National Treasury and other potential shareholders to inject additional capital in the bank to ensure compliance with the
prudential capital ratios. The National Treasury, the majorig shareholder with 93.47o, is committed to continue to support the

bank to meet regulatory capital ratios and implement the2022 tumaround strate$/ and the Group/Bank has obtained financial
letter of support from The National Treasury the majorig shareholder.

Based on the foregoing Management and the Board has assessed the Group and the Bank's abilityto continue as a going concern

and is satisfied that the Group and the Bank have the requisite resources to continue in business for the foreseeable future.
Therefore, the financial statements continue to be prepared on the going concem basis. This basis of preparation of these

financial statements presumes that the Group and the Bank will realize its assets and discharge its liabilities in the ordinary
course of business.
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10.

10.1

RISK MANAGEMENT OBJECTIVES AND POLICIES

Risk

The Bank defines risk as the possibility that the outcome of an action or event could bring about adverce impacts on the
institution's capital or earnings. Such outcomes could either result in direct loss of earnings/capital or may result in imposition
of constraints on bank's abilig to meet its business objectives. Whilst risk is inherent in the Bank's activities, it is managed
through an integrated risk management framework, including ongoing identification, measurement and monitoring, and subject
to risk limits and other controls. This process of risk management is critical to the Bank's continuing profitability and each
individual within the Bank is accountable for the risk exposures relating to his or her responsibilities. The Bank is exposed to
credit risk, liquidity risk and market risk, operational risk, strategic risk, reputational and regulatory & compliance risks.

Risk management structure

The Board of Directors has overall responsibility for the establishment and oversight of the Bank's risk management framework.
The board has established a risk management committee comprising of three non-Executives Directors to assist in the discharge
of this responsibilig. The board has also established the Bank Asset and Liabilig (ALCO), Credit and Operational Risk
committees, which are responsible for developing and monitoring risk management policies in their specified areas. These
committees comprise executive members and report regularly to the board of Directors on their activities.

The Board provides written principles for overall risk management as well as written policies covering specific risk areas. The
Bank's risk management policies are established to identify and analyse the risks faced by the Bank, to set appropriate risk
limits and controls, and to monitor risks and adherence to limits. Risk management policies and systems are reviewed regularly
to reflect changes in market conditions, products and best market practices. The Bank, through its training and management
standards and procedures, aims to develop a disciplined and constructive control environment, in which all employees
understand their roles and obligations.

The Board Audit Committee is responsible for monitoring compliance with the Bank's risk management policies and procedures,
and for reviewing the adequacy of the risk management framework in relation to the risks faced by the Bank. This commiftee is
assisted in these functions by the lnternal Audit Function. The lnternal Audit Function undertakes reviews of risk management
controls and procedures, the results of which are reported to the committee.

Risk mitigation and risk culture

As part of its overall risk management, the Bank uses derivatives and other instruments to manage exposures resulting from
changes in interest rates, foreign cunencies, equity risks, credit risks, and exposures arising from forecast transactions. ln
accordance with the Bank's policy, its risk profile is assessed before entering into hedgingtransactions which are authorised by
the Assets Liabilig Commiftee (ALCo) of the bank. The effectiveness of all the hedge relationships is monitored by the Treasury
function on a daily basis and ALC0 on a monthly basis. lt is the Bank's policythat in situations of ineffectiveness, it will enter
into a new hedge relationship to mitigate risk on a continuous basis. The Bank actively uses collateral to reduce its credit risks.

Risk measurement and reporting systems

The Bank's risks are measured using a method that reflects both the expected loss likely to arise in normal circumstances and
unexpected losses, which are an estimate of the ultimate actual loss based on statistical models. The models make use of
probabilities derived from historical experience, adjusted to reflect the economic environment. The Bank also runs worst-case
scenarios that would arise in the event that extreme events which are unlikely to occur do, in fact, occur.

Monitoring and controlling risks is primarily performed based on limits established by the Bank. These limits reflect the business
strate$/ and market environment of the Bank as well as the level of risk that the Bank is willing to accept, with additional
emphasis on selected industries. ln addition, the Bank's policy is to measure and monitorthe overall risk-bearing capacity in
relation to the aggregate risk exposure across all risk types and activities.

lnformation compiled from all of the businesses is processed in orderto analyse, control and identify risks on a timely basis. This
information is presented and explained to the Board of Directors, the Board Risk Committee, and the Executive Committee
(EXC0M). The report includes aggregate credit exposure, credit metric forecasts, hold limit exceptionsliquidity ratios and risk
profile changes. 0n a monthly basis, detailed reporting of industry, customer and geographic risks takes place. Senior
management assesses the appropriateness of the allowance for credit losses on a monthly basis. The Board Risk Committee
receives a comprehensive risk report once a quarterwhich is designed to provide all the necessary information to assess and
conclude on the risks of the Bank.

to.2

10.3

10.4
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10.

10.5

Risk Management objectives and policies continued

Excessive risk concentration

Concentrations arise when a number of counterparties are engaged in similar business activities, or activities in the same
geographical region, or have similar economic features that would cause their ability to meet contractual obligations to be
similarly affected by changes in economic, political or other conditions. Concentrations indicate the relative sensitivity of the
Bank's performance to developments affecting a particular industry or geographical location.

ln order to avoid excessive concentrations of risk, the Bank's policies and procedures include specific guidelines to focus on
rnaintaining a diversified portfolio. ldentified concentrations of credit risks are controlled and managed accordingly.
Selective hedging is used within the Bank to manage risk concentrations at both the relationship and industry levels.

The most critical type of risks to which the Bank is exposed to are financial risks which include:

a) Credit risk
b) Liquidity risk
c) Market risks

Credit risk

Credit risk is the risk of financial loss to the Bank if a customer or counterparty to a financial instrument fails to meet its
contractual obligations. Credit risk arises principally from the Eank's loans and advances to customers and other Banks and
investment securities but can also arise from credit enhancement provided such as financial guarantees, letters of credit
and acceptances. The Bank is also exposed to other credit risks arising from its trading activities including derivatives.

The Bank enters into derivative transactions in fonvards and spot contingents in the foreign exchange deals carried out the
interbank markets. The derivatives are recorded at fairvalue. Derivatives held for risk management purposes include hedges
that are economic hedges, but do not meet the hedge accounting requirements. Most of the trading portfolio is within the
Bank's investment banking division (treasury) and is treated as trading risk for risk management purposes.

Credit risk is the single largest risk for the Bank's business and management carefully manages its exposure to credit risk.
For risk management reporting purposes, the Bank considers and consolidates all elements of credrt risk exposure.

For risk management purposes, credit risk arising on trading securities is managed independently, but reported as a

component of market risk exposure.

Management of credit risk

The Board of Directors has delegated responsibility for the oversight of credit risk to its Credit and Finance Committee
comprising four non-executive directors. The implementation of the credit risk policies and monitoring of the credit portfolio
to ensure that risks are managed within acceptable standards is the responsibility of the credit committee comprising
executive management.

The committee assisted by the credit depaftment is responsible forthe management of the Bank's credit risk including:

o Formulating credit policies in consultation with business units, covering collateral requirements, credit assessment,
risk grading and reporting, documentary and legal procedures, and compliance with regulatory and statutory
requirements.

. Establishing the authorisation structure for the approval and renewal of credit facilities. Authorisation limits are
delegated to the head of credit and the credit commiftee while larger facilities require approval by the Board of
Directors.

o LimitinB concentrations of exposure to counterparties, geographies and industries for loans and advances.
o ReviewinB compliance of business units with agreed exposure limits, including those for selected industries, country

risk and product types. Regular reports are provided to Bank credit committee on the credit quality of local portfolios
and appropriate corrective action is taken.

o Providing advice, guidance and specialist skills to branches to promote best practice throughout the Bank in the
management of credit risk.

10.6

10.6.1
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10.

to.6.2

Risk Management objectives and policies continued

Credit risk measurement

ln measuring credit risk of loans and advances to customers, the Bank takes into account the following factors:

The probability of default this is the possibility of the customerfailure to pay over the stipulated period in the contract
Exposure at default current exposure on the borrower and the likely future development from which the Bank derives
the exposure at default
Estimated recovery ratio should default occur; this is the amount that can be recovered through sale of collateral

The Bank assesses the probability of default of individual borrowers using internal rating methods tailored to the various
categories of the borrower. ln assessing the credit quality of the customer the Bank takes into account the customers
financial position, past experience and other industry specific factors. The credit risk measurements are embedded in the
Bank's daily operational management and closely aligned to the Central Bank of Kenya loan classifications.

Risk limit control and mitigation policies

The Bank structures the level of credit risk it undertakes by placing limits on amounts of risk accepted in relation to one
borrower or a group of borrowers. Such risks are monitored on a revolving basis and are subject to annual or more frequent
review.

Exposure to credit risk is managed through regular analysis of the ability of borrowers and potential borrowers to meet
interest and capital repayment obligations and by changing limits where appropriate.

The Bank takes securig for funds advances and implements guidelines on the acceptability of specific classes of collateral.
To minimise credit loss the Bank will seek additional collateral from the counterparty as soon as impairment indicators are
identified forthe relevant individual loans and advances. Collateral held forotherfinancial assets otherthan loans and
advances depends on the nature of the instrument.

The primary purpose of acceptances, letters of credit and guarantees is to ensure funds are available to a customer as
required" Guarantees and standby letters of credit carry the same risk as loans. Documentary and commercial letters of
credit which are written undertakings by the Bank on behalf of a customer authorising a third pafi to draw drafts on the
Bank up to a stipulated amount under sp'ecific terms and conditions are collateralised by the underlying goods t.l which
they relate and therefore carry less risk than a direct loan.

Commitments to extend credit represent unused portions of authorisation to extend credit in the form of loans, guarantees
or letters of credit. With respect to credit risk on commitments to extend credit, the Bank is potentially exposed to loss in
an amount equal to the total unused commitments. However, the likely amount of loss is less than the total unused
commitments as most commitments to extend credit are contingent upon customers maintaining specific credit standards.

Credit risk arising from derivative financial instruments is, at any time, limited to those with positive fairvalues.

a

a
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10. RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

10.6.3 lmpairmentassessment

The Bank considers a financial instrument defaulted and therefore Stage 3 (credit-impaired) for ECL calculations in all cases
when the borrower becomes 90 days past due on its contractual payments. The Bank considers treasury and interbank
balances defaulted and takes immediate action when the required intraday payments are notsettled by the close of business
as outlined in the individual agreements.

As a part of a qualitative assessment of whether a custumer is in default, the Bank also considers a variety of instances that
may indicate unlikeliness to pay. When such events occur, the Bank carefully considers whether the event should result in
treating the customer as defaulted and therefore assessed as Stage 3 for ECL calculations orwhether Stage 2 is appropriate.
Such events include:

A material decrease in the bonower's tumover, the loss of a major customer or cessation of significant part of
operation
A material decrease in the underlying collateral value where the recovery of the loan is expected from the sale of the
collateral
The debtor (or any legal entig within the debto/s group) filing for bankruptcy application/protection
The bonower is deceased

It is the Bank's policy to considerer a financial instrument as 'cured' and therefore re-classified out of Stage 3 when none of
the default criteria have been present for at least six consecutive months. The decision whether to classify an asset as Stage
2 or Stage 1 once cured depends on the updated credit grade, at the time of the cure, and whether this indicates there has
been a significant increase in credit risk compared to initial recognition.

10.6.3.1 Loans and advances

For loans and advances to various segments including retail and SME the borrowers are assessed based on the historical,
cunent and fonvard-looking information including the following:

Historical financial intormation togetherwith forecasts and budgets prepared by the cltent. This financial information

includes realised and expected results, solvency ratios, liquidity ratios and any other relevant ratios to measure the

client's financial performance. Some of these indicators are captured in covenants with the clients and are, therefore,

measured with greater attention.

Any publicly available information on the clients from external parties. This includes external rating grades issued by

rating agencies, independent analyst repofts, publicly traded bond or CDS prices or press releases and articles. Any

macro-economic or geopolitical information, e.9., GDP growth relevant for the specific industry and geographical

segments where the client operates.

Any other objectively supportable information on the qualig and abilities of the client's management relevant for the

company's performance.

a

a

a

a

a

a
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10. RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

10.6 Credit risk (Continued)

Maximum exposure to credit risk before collateral held

Credit Exposures

On - balance sheet items

Cash and balances with the CBK

Govemment securities
Balances due from banking institutions
Loans and advances to customers
Uncleared items and other assets

Off-balance sheet items

Acceptances and lefters of credit
Guarantees
Undrawn formal stand-by facilities, credit lines and other

commitments to lend

202r

KShs'000

2020

KShs'000

401,389
1,972,383

279,019
8,465,014

149.428

Yo

4
18

3

54

1

80

b

Yo

641,156
2,881,811

400,787
8,544,106

193.569

3
13

2

58
1

12-601tU9

63,896
995,241

11261-233 TI

100,392
1,001,865

1

7

2.175.4t9 L4 2.247.805

3.234.556 20 =3,3s0.062

At 31 December l5,8lE$5 100 1461L295

The above represents the worst-case scenario of credit exposure for 31 December 2021 and 202O, without taking into

account any collateral l:eld or other credit enhancements attached. For on-balance sheet assets, the exposures, set out

above are based on gross carrying amount as repofted on the statement of financial position.

Loans and advances to customers comprise 54'/" (2020:587o) of the total maximum exposure. The fair value of collateral
held in respect of assets subject to credit risk as at 31 Decembers 2021 was KShs 26,373,527,000 (2020: KShs

26,159,823,000).

While collateral is an impoftant mitigant to credit risk, the Bank's policy is to establish that loans are within the capaci$ of

the customer to repay, as the primary way out. The Bank holds collateral against loans and advances to customers in the

form of mortgage interests over property, other registered securities over assets, and guarantees. Estimates of fair value are

based on the value of collateral assessed at the time of bonowing, and generally are not updated except when a loan is

individually assessed as impaired. Collateral generally is not held over loans and advances to Banks, except when securities
are held as part of reverse repurchase and securities bonowing activi$.

The Bank is confident that its policies and procedures provide sufficient safeguards against exposure on credit risk as shown

on the table overleaf.

15

23

100
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10. RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

10.6 Credit risk (Continued)

The table below shows the ECL charges on financial instruments for the year 202 1 recorded in the income statement:

Credit loss expense

Cash and balances with Central
Bank of Kenya

Financial investments at amoftised
cost
Balances due from banking
institutions
Loans and advances to customers

Total lmpairment ioss

Stage 1

collective
Stage 2

collective
Stage 3 Total

290.167

290J67

Stage 3 Total

individual individual
Cash and balances with Central
Bank of Kenya

Fi nancial i nvestments at
amoftised cost
Balances due from banking
institutions
Loans and advances to customers 289.644

Total lmpairment loss 289'644

The table below shows the ECL charges on financial instruments forthe year 2020 recorded in the income statement:

Credit loss expense

523

@

Stage 1

collective individual
Stage 2

collective individual

14.315

t4,31s

207.795

291*795

222..1.IL

222J7L

Apart from the loans and advances to customers all other credit exposures are neither past due nor impaired

Loans and advances to customers

Loans and receivables neither past due nor impaired

The Bank classifies loans and advances under this category for those exposures that are up to date and in line with contractual
agreements. These exposures will normally be maintained within approved product programs and with no signs of impairment or
distress. These exposures are categorised internally as grade 1, that is, normal accounts in line with CBK prudential guidelines

and a provision of 1 o/o is made and appropriated from revenue reserves to statutory reseryes.

Loans where the contractual interest or principal payments are past due but the Bank believes that impairment is not appropriate
on the basis of the level of security/collateral available and/orthe stage of collection of amounts owed to the Bank are classified
as past due but not impaired. These exposures are graded intemally as calegory 2 that is watch accounts in the Bank's intemal
credit risk grading system, in line with CBK guidelines.

Loans with renegotiated terms

Loans with renegotiated terms are loans that have been restructured due to deterioration in the bonower's financial position and
where the Bank has made concessions that it would not otherwise consider. Pedorming loans whose terms have been

renegotiated are no longer treated as past due but are reclassified as pedorming loans. ln subsequent years, the renegotiated

terms apply in determ ining whether the asset is considered past due.
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10.

10.6

RISK MANAGEMENI OEJECTIVES AND POtlClES (Continued)

Credit risk (Continued)

Write-off policy

When a loan is uncollectible it is written off against the related provisions for loan impairment. Such loans are wriften off after
all the necessary recovery procedures have been completed and the amount of loan has been determined.

The Bank adopted the rebuttable presumption approach by bucketing performing loans as follows: 0-30 Days - Stage 1, 30-
90 Days past due - stage 2, >90 days past due - stage 3 loans. All financial assets are rated as normal on origination. PDs are
modelled by segment based on a survival analysis by tracking points of defaults since origination to reporting date.

The table below shows the credit quality and the maximum exposure to credit risk based on the bank's intemal credit rating
system and year end stage classification. The amounts presented are gross of impairment allowances. An analysis of the
changes in the gross carrying amount and the corresponding ECL allowance in relation to loans and advances to customers as

at 31 December202l was as follows:
Stage 1 Stage 2 Stage 3

KShs'000 KShs'000 KShs'000
6,626,893 615,807 2,509,470Gross carrying amount as al | )anuary 2O2l

New assets originated or purchased (excluding

write offl
Assets derecognised or repaid
Transferto stage 1

Transfer to stage 2
Transfer to stage 3
Changes to contractual due to modifications
not resulting in derecognition
Amounts written off
Foreign exchange adjustment

Asat31 December2021

2,642,092
(2,519,367)

116434
(280,923)
(t0r,6221

156,944
(219,897)
(100,004)
285,378

(168,461)

249,637
(1e0,642)

(16,430)
(4,4s5)

270,083

Total
KShs'000
9,752,170

3,048,672
(2,929,906)

(13,2i8)

9j5rc94

(13,238)

q-48-150I 569J62 ?$92A4n
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CONSOLIDATED BANK OF KENYA LIMITED AND SUBSIDIARY

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2021

10. RISK MANAGEMENT OBJECTIVES AND POLICIES CONTINUED

10.6 Credit Risk (continued)

An analysis of the changes in the gross carrying amount and the conesponding ECL allowance in relation to loans and advances
to customers as at 31 December 2020is as follows:

Stage 1 Stage 2

KShs'000 KShs'000
5,197,151 734,092Gross carrying amount as at 1 Jan ua ry 2020

New assets originated or purchased (excluding

write offl
Assets derecognised or repaid
Transfer to stage 1

Transfer to stage 2
Transfer to stage 3
Changes to contractual due to modifications
not resulting in derecognition
Amounts written off
Forei gn exchange adjustment

As at 31 December 2020

ECL for loans and advances

(28,tt2)

6,626,893 615,807 2,509,470

3,123,171
(1,525,680)

76,198
(208,347)

(35,600)

203,067
(419,362)

(71,256)
213,r70
(43,904)

Stage 3
KShs'000
2,98,590

(330,747)
(4,9421
(4,823)

79,504

Total

KShs'000
8,729,833

3,326,238
(2,275,789!,

(28,L121

9,752,170

Total
KShs'000

ECL allowance as at 1 January
2O2t as per IFRS 9
New assets originated or purchased
Assets derecognised or repaid
(excluding write off)

Transfer to stage 1

Transfer to stage 2

Transfer to stage 3
impactofyearend ECLof
exposu res transfened between
stages during the year

Unwind of discount
Changes to contractual cash flows
due to modifications not resulting
to derecognition
Recoveries

stage 1

KShs'000

81,443
40,981

(26,24e)

t,777

(5,219)

(3,3e7)

stage 2
KShs'000

L7,403
t,7 40

(7,26e)

(1,621)

5,240

(1,507)

stage 3
KShs'000

277,841
36,539

(5,7e6)

(156)

(2tl

4,904

0ff-Balance
sheet

KShs'000

4,263
968

,687
,269

76
79

3

(1,238) (3e,314)
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Amounts wriften off
Foreign exchange adjustment
As at 31 December202l (note 25)

ECL for loans and advances

ECL allowance as at I January
2020 as per IFRS 9
New assets originated or purchased
Assets derecognised or repaid
(excludingwdte of0
Transfer to stage 1

Transfer to stage 2
Transfer to stage 3
impact of year end ECL of
exposu res transfened betrveen
stages dudng the year
Unwind of discount
Changes to contractual cash flows
due to modifications not resulting
to derecognition
Recoveries
Amounts written off

Forei gn exchange adjustment
As at 31 December2020 (note 25)

Stage 1 Stage 2
KShs'000 KShs'000

89.336
:

3.99313.986

(13,239)

:
300.081

Stage 3
KShs'000

345,917

(44,7431
(11e)

(2,956)
7,954

(28,1121

ula47

(13,239)

403.403

(21,305)
2,600

(2,683)
(3e6)

64,027
39,200

8!143

31,206
6,919

1L6,4221
(2,481)

5,639
(7,458)

1]1103

Total
KShs'000

441,150
46,1 19

(82,470)

(28,1121

326-687
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NOTES TO THE FINANCIAL STATEMENTS

FOR THEYEAR ENDED 31 DECEMBER 2021

10, RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

10.6 Credit risk (Continued)

10.6.3.2 Financial investments at amortized cost

The table below summarizes the credit quality, the maximum exposures to credit risk based on the bank's intemal credit risk

rating system and year end stage classification. The amounts presented are gross of impairment allowance. Details of the bank
intemal grading system and policies on whether ECL allowances are calculated on an individual or collective basis are

explained in note 10.6.3.3.

An analysis of the changes in the gross carrying amount and the conesponding ECL as at 31 December 2020 was as follows

Gross carrying amount as at l January 2020
New assets purchased

Assets derecognised or matured
Stage 1

Stage 2
Stage 3
Changes due to modifications not derecognised
Amounts wdften off
Foreign exchange adjustment

Stage 1

KShs'000
2,082,370

300,000
(409,987)

Stage 2

KShs'000
Stage 3

KShs'000
Total

KShs'000
2,092,370

300,000
(409,987)

At 31 December2020 1Jr2J8t 1Jt72383

An analysis of the changes in the gross carrying amount and the corresponding ECL as at 31 December 2021 is as follows

Gross carrying amount as at I lanuary 2021
New assets purchased

Assets derecognised or matured
Stage 1

Stage 2
Stage 3
Changes due to modifications not derecognised
Amounts written off
Foreign exchange adjustment

stage 1 stage 2 stage 3 KShs Total
KShs'000 KShs'000 '000 KShs'000

1,972,383 1,972,383
909,428 910,793

At31 December202l 2-881,811 2&8LqU

ECLon Financial investmentatamortized cost as at 31 December2O20 and as 31 December2021 rounds offtozero hence no

tabular presentation. This also applies to ECL on govemment securities.
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10.6

RISK MANAGEMEt{T OBJECIUES AND POLIC|ES (Continued)

Credit dsk (Continued)

10.6.3.3 Dues from other banking institutions

The table below shows the credit quality and the maximum exposur€ to credit risk based on the bank and Group's intemal credit
rating system and year end classification.

An analysis of the changes in the grcss canying amount and the conesponding ECL allowances is as follows:

Gross Canying amount L lanuary 2020
Net movement for the year

Assets derecognised or repaid (Excluding wdte offs)
Transferstage 1

Transfer stage 2
Transfer stage 3
Changs to contractual cashflorvs due to
modiftcation not resulting to derecogition
Amountwritten off
Foreign cunency adjustment

As at 31 December2020

Stage 1 Stage 2

KShs'000 KShs'000

179,1 19

100,536

29^655

Stage 3
KShs'000

Total

KShs'000

179,1 19
100,536

219.655
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10, RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

10.6 Credit risk (Continued)

10.6.3.3 Dues from other banking institutions (continued)

Gross Carryin g amount I )anuary 2021
Net movement forthe year
Assets derecognised or repaid (Excluding write offs)
Transferstage 1

Transfer stage 2
Transfer stage 3
Changes to contractual cashflows due to modification
not resulting to derecognition
Amountwritten off
Foreign cunency adjustment

Asat31 December2021

Corresponding ECL for dues from banking institutions

ECL allowance as at 1 January 2020
Net movement forthe year
Assets derecognised or repaid (Excluding write offs)
Transferstage 1

1 ransfer stage 2
Transferstage 3
lmpact on year end ECL of exposures transferred between
stages during the year
Changes to contractual cash flows due to modification not
resulting to derecognition
Recoveries
Amount written off
Foreign cunenry adjustment

As at 31 December 2020

ECL allowance as at 1 January 202 1

Net movement forthe year
Assets derecognised or repaid (Excluding write offs)
Transfer stage 1

Transfer stage 2
Transfer stage 3
lm pact on year end ECL of exposures transferred between
stages during the year

Changes to contractual cash flows due to modification not
resulting to derecognition
Recoveries
Amount written off
Forei gn currency adj ustment

Stage 1

KShs'000

279,655
121,333

-490J!9

Stage 2

KShs'000
Stage 3

KShs'000
Total

KShs'000

279,655
121,333

4m-988

Total
KShs'000

Stage 1

KShs'000
Stage 2

KShs'000

Stage 2
KShs'000

Stage 3
KShs'002

Stage 3
KShs'002

Stage 1

KShs'000

87
53

140

140
61

87
53

140
61

140

Total
KShs'000

Asat31 December2021
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FORTHEYEAR ENDED 31 DECEMBER 2021

10 RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

10.6 Credit risk (Continued)

10.6.3.4 Letters of credit and guarantees

Lettes of credit and guarantees (including standby letters of credit commit the bank to make payments in the event of a
specific act generally to the import or export of goods. Guarantees and standby letters of credit carry a similar credit risk to
loans. The nominal values of such commitments are listed below;

2021 2020
KShs'000 KShs'000

Financial guarantees

Letters of credit
Other undrawn com mitments

Outstanding exposure as at 1 January 2020
New exposures
Exposures derecognised or matured/ lapsed
(excludingwrite off)
Transfers to stage 1

Transfers to stage 2
Transfers to stage 3
Changes due to modirications not resulting in

derecognition
Amounts written off
Foreign exchange adjustments

Outstanding exposure as at I January 202 1

New exposures
Exposures derecognised or matured/ lapsed
(excluding write off)
Transfers to stage 1

Transfes to stage 2
Transfers to stage 3
Changes due to modifications not resulting in

derecognition
Amounts written off
Foreign exchange adjustments

1,151,489 39,930
1,500,555 2,071

1,500,555 2,071
617,476 12,600

(802,301) (100)

1,001,865
100,392
400.369

1,191,419
1,L02,256

(1,19 1,419)

: 1J02-626

995,24t
63,896

278.693

Total 1337J130 1502*626

The table below shows the credit qualig and the maximum exposures to credit risk based on the bank's internal credit risk

rating system and year end classification.
stagel stage2 stage3 Total

KShs'000 KShs'000 KShs'000 KShs'000

(1,151,489) (39,930)

As at 3 1 December 2020 1.5m*555 2,011,

An analysis of the outstanding exposures and the conesponding ECLs are as follows

Stage 1 Stage 2

KShs'000 KShs'000
stage 3

KShs'000
Total

KShs'000

7,530
1,502,626

637,606

802,401

As at 31 December 2021
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10,

10.6

10.6.3.4

RISK MANAGEMENT 0BJECTIVES AND POLICIES (Continued)

Credit risk (Continued)

Letters of credit and guarantees (continued)

The conesponding ECL

ECL as at L lanuary 2020
New exposures
Exposures derecognised or matured (excluding

write offs)
Transfers to stage 1

Transfers to stage 2
Transfers to stage 3
Amounts written off
Forei gn exchange adjustments

As at 31 December 2020

ECL as at | )anuary 2021
New exposures
Exposures derecognised or matured (excluding

write offs)
Transfers to stage 1

Transters to stage 2
Transfers to stage 3
Amounts written otf
Foreign exchange adiustments

Against individually impaired financial assets
Against collectively im paired financial assets

Stage 1

KShs'000

13,203
4,257

(13,203)

Stage 1

KShs'000

4,257
947

(L,2461

6

stage 2

KShs'000

stage 2

KShs'000

Stage 3
KShs'000

Stage 3

KShs'000

Total
KShs'000

13,447
4,263

(13,4471

4,283

Total
KShs'000

4,263
967

2020
KShs'000

L,414,825
15.926.585

244
6

(244l,

__64,257

6
20

(6)

(1,246)

(10)

Asat31 December2021 3,931 10 3j84

An estimate of the fair value of collateral and other security enhancements held against financial assets is shown below:

Loans and advances to customers

10

20

202r
KShs'000

2,399,710
14.912.535

Total Lt 3t22!5 17'141J1Q

Settlement risk

The Bank's activities may give rise to risk at the time of settlement of transactions and trades. Settlement risk is the risk of
loss due to the failure of a company to honour its obligations to deliver cash, securities or other assets as contractually
agreed.

Acceptance of settlement risk on free seftlement trade requires transaction specific orcounterparty specific approvals from

the Bank's Credit Committee.
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10.

10.7

RISK MANAGEMENT 0BJECTIVES AND POLICIES (Continued)

Concentration of risk

Details of significant concentrations of the Bank's assets, liabilities and off-balance sheet items by industry groups are as

detailed below:

2021 2020
KShs'000 To KShs'000 Yo

(i) Advances to customers- gross

Manufacturing

Wholesale and retail
Transport and communication
Agricultural
Business seruices

Real estate
Other

(ii) Customer deposits

Central and local Govemment
Non-financial public enterprises
Co-operative societies
lnsurance companies
Private enterprises and individuals
Non-profit institutions

(iii) Off balance sheet items
(Letters of credit and guarantees)

Manufacturing
Wholesale and retail
Transport and communication
Business services

0ther

100 g.2x,ga :__lga

14,700
800,841

21,760
255,056

9,900

81
2

t7

1

73
2

23

40,407

5,442,9t5
510,332

93,302
184,443

2,026,955
1.559.341

s2,930

4,526,732
47t,tt2

51,016
t76,582

1,993,341
t.574.25t

1

51
5
1

2

55
5

1

2

2l
16

100

23
18

100

7

1

2

1

90

737,865
612

2t4,L94
22,205

10,281,497

8-8!4

9.857,69.1i

L1&5,L1f

700

860,668
23,239

172,530
2.000

7

EA45,9el

601,137
55,567

140,648
85,393

8,330,690
10.497

2

91

1

100LQ5gJI] ro0 1J02257

10.8 liquidity risk

Liquidig risk is the risk that the Group and Bank will encounter difficulg in meeting obligations from its financial liabilities
when they fall due as a result of customer deposits being withdrawn, cash requirements from contractual commitments or
other cash outflows.

Management of liquidity risk

The Assets and Liabilities Committee (ALCO) is responsible for the overall management and monitoring of the Bank's

liquidity risk.

The Bank's approach to managing liquidig is to ensure, as far as possible, that it will always have sufficient liquidity to

meet its liabilities when due, under both normal and stressed conditions, without incuning unacceptable losses or risking
damage to the Bank's reputation.
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10. RISK MANAGEMENT 0BJECIIVES AND POLICIES (Continued)

10.8 Liquidity risk (continued)

10.8.1 Management of liquidity risk (continued)

Liquidity risk is addressed through the following measures:

The treasury department monitors liquidity ratios on a daily basis against intemal and regulatory requirements

Day to day funding is managed by monitoringfuture cash flows to ensure that requirements can be met. These include
replenishment of funds as they mature or are bonowed by customers.

The Bank invests in short term liquid instruments which can easily be sold in the market when the need arises.

The Bank enters into lending contracts subject to availabilig of funds.

The Bank has an aggressive strategy aimed at increasing the customer deposit base.

The Bank borrows from the market through interbank transactions with other Banks and the Central Bank of Kenya

for short term liquidig requirements.

lnvestments in property and equipment are properly budgeted for and done when the Bank has sufficient cash flows.

The daily liquidity position is monitored, and regular liquidity stress testing is conducted under a variety of scenarios covering

both normal and more severe market conditions. All liquidity policies and procedures are subject to review and approval by

the board. Daily reports covering the liquidig position of the Bank are regularly submitted to Asset and Liability Committee.

10.8.2 Exposure to liquidig risk

The key measure used by the Bank for managing liquidig risk is the ratio of net liquid assets to deposits from customers. For

this purpose net liquid assets are considered as including cash and cash equivalents and investment grade debt securities
forwhich there is an active and liquid market less any deposits from Banks, debt securities issued, other bonowings and

commitments maturing within the next month. The Central Bank of Kenya minimum liquidi$ ratio is 20ol0. Details of the

reported Bank ratio of net liquid assets to deposits and customers at the repofting date and during the reporting period were
as follows:

2021 2020

a

a

a

a

a

a

a

At 3 1 December

Average for the period

Maximum forthe period

Minimum forthe period

28o/o

23Yo

32yo

l3Yo

liYo
27oio

33%

LTYo
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10. RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

10.8 Liquidity risk (continued)

10.8.2 Liquidity risk based on undiscounted cash flows

The table below analyses the cash flows payable by the Bank under non-derivative financial liabilities by remaining contractual maturities and non

derivative financial assets by expected matudg dates as at the date of the statement of financial position.

AT31 December2021

FINANCIAL ASSETS

Cash and balances with the CBK

Balances due from banking
institutions
other assets
Government securities
Loans and advances to customer:

Up to
1 month

KShs'000

298,246

400,787
373,263

1-3
months

KShs'000

125,985
2s3,294

4.975.783

(4,q95.@)

4-L2
months

KShs'000

1-5
Years KShs'000

Over 5 Years
KShs'000

1,78s,200
2.707.361

1-5
Years

KShs'000

23,146
2,319

9.250

1q?r5

Total
KShs'000

298,246

400,787
373,263

3,089,s35
9.475.72s

1 18,765
,1,763,496

527.849

Total ftnancial assets

FINANCIAL LIABILITIES

Balance due to Central Bank of
Kenya
Deposits and balances due to
banking institutions
Customer deposits
Other Liabilities

1 18,765
5,793,293

527.849

Total fi nancial liabilities

Net liquidity gap

AT31 December2020

Iotal financial assets

Iotal fi nancial liabilities

Net liquidity gap

7.259.907

AT31 December2021

Guarantees
Acceptances and letters of credit
Undrawn formal stand-by facilities, credit lines and other
commitments to lend

Total

AT31 December2020

Guarantees
Acceptances and letters of credit
Undrawn formal stand-by facilities, credit lines and other
commitments to lend

r.883.982

2.956.278 379.279 122.969 5.086.469 4.492.561 13.637.556

820,000 820,000

4,97s,783 997,013

253,133
469,836

997.013

Qt4&4q

925,211
4.161.252

4-t2
months

KShs'000

62r,092

1t8.524

Ig9,6lS

554,1 1 1

55,525

221.436

831,072

13.232,703

@to2ex 5,0&6.@ tul9e561 4.44&5!

3.717.6s4 422251 551J29_ 7,601.315 ____: 12299359

_5-8AtLZl0 4.837.832 670.904 t27.550 1U!,GO8_ 11,489.164

a08.E t5o t4,41184) tr13.225) Lq3,t65 @L$ogl J_agJg5

The above table shows the undiscounted cash flows on the Bank's financial assets and financial liabilities and un.ecognised loan commitments or

the basis oftheir earliest possible contractual maturity. The Bank's expected cash flows on these instruments vary significantly from this analysis
For example, demand deposits from customers are expected to maintain a stable or increasing balance; and unrecognised loan commitments ar
not all expected to be drawn down immediately. The table below shows maturity analysis for the loans and commitments (off-balance shee
commitments).

85.417 74.752

257308 34Qpq6

Up to
1 month

KShs'000

t42,rzL
29,770

125,089
12,535

49.989

182.613

1-3
months

KShs'000

232,028
34,126

299,518
30,013

119.694

449225

Total
KShs'000

995,241
63,896

278.693

L33Aq3Q

1,001,864
100,392

400.369

lJo2$25Total
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10

10.9 Market risks

ASAT31 December2021

FINANCIAL ASSETS

Cash and balances with the CBK
Balances due from other banking
institrrtions
Government securities
Loans and advances to customers

Total financial assets

FINANCIAL LIABILITIES

Balance due to Central Eank of
Kenya

Deposits and balances due to
banking institutions
Customer deposits

Total financial liabilities

lnterest rate sensitivity gap

RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

Market risk is the risk that fair value or future cash flows of a financial instrument will fluctuate because of changes in market
prices. Market risk arise from open positions in interest rates, currency and equity products, all of which are exposed to general
and specific market movements and changes in the level of volatility of market rates or prices such as interest rates, equity prices,
foreign exchange rates and credit spreads. The objective of market risk management is to manage and control market risk
exposures within acceptable parametes, while optimisinf, the retu;n on risk.

The Bank separates exposures to market risk into eithertrading or non-trading portfolios. Trading poftfolios include those positions
arising from market-making transactions where the Bank acts as principal with clients or with the market. Non-trading portfolios
mainly arise from the interest rate management of the entity's retail and commercial Banking assets and liabilities.

10.9.1 Management of market risks

Overall responsibilig of managing market risk rests with the Asset and Liability Committee (ALC0). The Treasury department is
responsible for the development of detailed risk management policies (subject to review and approval by ALC0) and for the day-
to-day review of their implementation. The Board of Directorc sets limits on the level of mismatch of interest rate repricing that may
be undertaken which is monitored daily.

10.9.2 Exposure to interest rate risk

The principal risk to which non-trading portfolios are exposed is the risk of loss from fluctuations in the future cash flows or fair
values of interest-bearing financial instruments because of a change in market interest rates. The ALCO is the monitorinB body for
compliance with these limits and is assisted byTreasury Department in its day-to-day monitoring activities. Other assets are settled
no more than 12 months after the reporting date. All the balances are interest bearing.

The table below summarises the Bank's exposures to interest rate risks. lncluded in the table are the Bank's assets and liabilities
at carrying amounts, categorised by the earlier of the contractual repricing or maturity dates. The Bank does not bear an interest
rate risk on off balance sheet items because the interest rates are fixed.

Upto 1-3
1 month months

KShs'000 KShs'000
/ears KShs'000

4-12
months

KShs'000

Non-interest

bearing
KShs'000

3.380.757

3.380.757

{2,91l.'l1A

Total
KShs'000

1,300,000

63,276
9.223.932

10.587.208

iaulg

1-5

279,515

2.556.357

2.835*872

640,000

63,276
1.320.063

2.023.339

_41?5t3

131,141
243.417

lzt55ll

660,000

3.934.583

4.594.583

(d22!e25)

483.1 7 1

4lJa1

L,841,242
5.182.069

7J23Jrl.

702,18s 702,185

279,5t5
L,972,383
8.465.014

z=Q2Jr5 rkugJgz

588.s29

588.529

Gq5&q) LO23JI.
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10. RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

10.9 Market risks (continued)

Management of market risks

lnterest ratelequity price volatility

lnterest income
lnterest expense

Volatility measures the expected future variability of a market price. lt is generally quoted as a percentage; a higher number
represents a more volatile instrument, for which larger swings in price (or interest rate) are expected. Volatilig is a key input in
option-based models and is used to estimate the future prices for the underlying instrument (e.9., equity or interest rate).
Volatilig varies per instrument and in time and therefore, it is not viable to make reliable and meaningful Seneral statements
about volati lig levels.

Certain volatilities, generally those relating to longer-term maturities are unobseruable and are estimated by the Bank.

Sensitivity analysis on interest rates

An increase of 10 percentage point in interest rates for the period would have increased/ (decreased) profit or loss after tax by

the amounts shown below. This analysis assumes that all other variables, in particular foreign cunency rates, remain constant.
This analysis is performed on the same basis for 2021.

Loans and advances lnvestments at amortised cost
2021 2020 2021 2020

KShs'000 KShs'000 KShs'000 KShs'000

74,280 67,227
(32.s71) (27.8t8tt

14,473
(8.664)

12,470
(4.460)

Net change in interest 4LZal :!9JAg Lq09 _a,OX)

A decrease ot 1 percentage point in interest rates for the period would have had an equal but opposite effect on the profit or loss and

equity, on the basis that all other variables remain constant.

Recovery rates
Recovery rates reflect the estimated loss that the Bank will suffer given expected defaults. Ihe recovery rate is given as a

percentage and reflects the opposite of loss severig (i.e., 100% recovery reflects 0olo loss severity).

ln line with general market convention, loss severity is applied to asset-backed securities while recovery rate is more often used
as pricing input for corporate or government instruments. Higher loss severity levels / lower recovery rates indicate lower

expected cash flows upon the default of the instruments. Recovery rates for complex, less liquid instruments are usually
unobservable and are estimated based on historical data. Cunently, the Bank has no such investments.

Cunency risk

The bank takes on exposure to the effects of fluctuations in the prevailing foreign currency exchange rates on its financial
position and cash flows. The board sets limits on the level of exposure by cunency and in total for both ovemight and intra-day
positions which are monitored daily.
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CONSOLIDATED BANK OF KENYA LIMITED AND SUBSIDIARY

NOTES TO THE FINANCIAL STATEMENTS

FORTHEYFAR ENDED 31 DECEMBER 2021

10. RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

10.9 Market risks (continued)

Market risks - sensitivity analysis

A principal part of the Bank's management of market risk is to monitor the sensitivity of projected net interest income
under varying interest rate scenarios (simulation modellin$ and the sensitivity of future eamings and capital to varying
foreign exchange rates. Stress tests provide an indication of the potential size of losses that could arise in extreme
conditions. Consolidated Bank aims, through its management of market risk, to mitigate the impact of prospective

interest rate movements and foreign exchange fluctuations which could reduce future eamings and capital.

For simulation modelling, the Bank uses a combination of scenarios relevant to local businesses and local markets.
These scenarios are used to illustrate the effect on the Bank's eamings and capital.

lnterest rate risks - increase/decrease of 10% in net interest margin

The lnterest rate risks sensitivig analysis is based on the following assumptions.

Changes in the market interest rates affect the interest income or expenses of variable interest financial
instruments.

Changes in Market interest rates only affect interest income or expenses in relation to financial instruments with
fixed interest rates if these are recognized at their fair value.

The interest rate changes will have a significant effect on interest sensitive assets and liabilities and hence
simulation modelling is applied to Net interest margins.

The interest rates of all maturities move by the same amount and, therefore, do not reflect the potential impact on

net interest income of some rates changing while others remain unchanged.

The prolections make other assumptions including that all positions run to maturity.

The a nalysis below sets out the impact on future net interest income of an incrementat 10% parallel fall or rise in all yield

curves as at 31 December 202L.

Assuming no management actions, a series of such appreciation would increase net interest income tor 2021 by

KShs.71,565,000 (2020: KShs 64,344,900), while a series of such falls would decrease net interest income tor 2021
by KShs. 71,565,000 (2020: KShs 64,344,900).

Also a series of such rises would increase the adjusted core capital to RWA and Adjusted total capital to RWA by 0.6 %
(2020:0.5"/"1and 0.67o (2020:0.5ohl respectively, while a series of such falls would decrease the adjusted core capital
to RWA and Adjusted total capital to RWA by 0.6%o (2020: 0.5"/"1and 0.6olo (2020: 0.5"/,1respectively.

Foreign exchange risks - appreciation/depreciation of KShs against othercunencies by 10%

The Foreign FJchange Risks sensitivity analysis is based on the following assumptions:

r ForeiEln exchange exposures represent net currency positions of all cunencies other than Kenya shillings.
o The Cunency Risk sensitivig analysis is based on the assumption that all currency positions are highly effective.
o The Base cunency in which the Bank's business is transacted is Kenya shillings.

The table below sets out the impact on future eamings of an incremental 10olo parallel fall or rise in all foreign cunencies
asat31 December2021.

a

a

a

a

a
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 202 1

10. RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

10.9 Market risks (continued)

Market risks - sensitivity analysis (continued)

Assuming no management actions, a series of such rise and fall would impact the future eamings and capital as
illustrated in the table below:

toss before taxation

Adjusted Core Capital

Adjusted Total Capital

Risk Weighted Assets (RWA)

Adjusted Core Capitalto RWA

Adjusted total Capital to RWA

Loss before taxation
Adjusted Core Capital
Adjusted Total Capital
Risk Weighted Assets (RWA)

Adjusted Core Capitalto RWA

Adiusted total Capitalto RWA

Amount

31 December2021
KShs'000

(285.8e 1)

432,654
696,223

12,965,529
3.3Yo

5.4Yo

Amount
31 December2020

KShs'000

(2s8,878)
827,888

1,075,577
11,739,49 t

7.lYo
9.2Yo

Scenario 1

10% appreciation

KShs'000

(283,299)

435,247

698,815
12,965,529

3.3Yo

5.4%o

Scenario 1

10o/o appreciation
KShs'000

(258,016)
833,185

r,075,577
11,739,491

7.0To

9.2%o

Scenario 2

10olo Depreciation
KShs'000

(288,484)
430,061
693,630

12,965,529
3.3olo

5.4Yo

Scenario 2
107o Depreciation

KShs'000

(265,992)
823,345

1,075,577
11,739,49 1

7.OoA

9.',r%

10.10 OTHER RISKS

Non-financial risk mana gement disclosures:

10.10.1 Strategic risk

Strategic risk is the current and prospective impact on earnings or capital arising from adverse business decisions,

improper implementation of decisions, or lack of responsiveness to industry changes. This risk is a function of the
compatibility of organization's strategic goals, the business strategies developed to achieve those goals, the
resources deployed against these goals, and the quality of implementation.

The Bank faces several strategic risks from its environment which include:

Macro-economic changes.

Competition from the financial industry and organisations providing similar services.

Technological changes.

Key legislative and regulatory changes.

Major political events.

Human capital or social/demographic trends and changes.

lnadequate capitalisation

The Board of Directors is ultimately responsible forthe overall generation and implementation of the Bank's strategr
for purposes of enhancing shareholders' value. lt has however delegated the implementation aspects to the Chief
Executive Officer and the Senior Management team. The Board of Directors, with support of the Chief Executive
Officer Senior Management, develops and implements a new strategic cycle every 5 years to cater for the next growth
phase of the Bank.

a

a

a

a
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10 RISK MANAGEMENT 0BJECTIVES AND POLICIES (Continued)

10.10 0THER RISKS (continued)

Non-financia I risk management disclosures (continued)

10.10.1 Strategicrisk(continued)

The Chief Executive 0fficer supported by the (Executive Commiftee) EXCOM is responsible for the execution of the
approved strategic objectives on a day to day basis and actively monitors business performance against these
objectives through periodic reviews. The business canies out business performance reviews periodically but at a

minimum on a monthly basis against pre-determined milestones and key performance indicators. The reviews are
repofted to the Board of Directors for information and advice, or action where significant deviations occur. These reports
include identifying the key risks faced by the Bank and how they are being managed.

Each business head is responsible for ensuring that strategic initiatives are aligned to the overall strate$/ of the Bank
and supported by the relevant and appropriate operating policies and programs that direct behaviour. They are also
responsible for monitoring, managing and reporting on the effectiveness and risks of their business' strategic
objectives, and the progress they have made towards achieving these. They ovesee the direction and trends of
significant current and emerging risks related to their business units and that mitigating actions are taken where

appropriate.

The Chief Executive 0fficer co-ordinates an annual strategic planning process intended to alisn individual business
strategies to overall enterprise level strategies as approved by the Board of Directors. They include a comprehensive
review and evaluation of the business strategies, competitive positioning, financial performance, initiatives of strategic
executions, and key business risks.

The Bank's financial and non-financial performance. includin6, its key risks, is reported to the Board of Directors on a
bimonthly basis for review and action, where necessary.

10.10.2

10.10.3

Non-financial risk mana gement disclosures:

0perational risk

Operational Risk is "the risk that the Bank will incur direct or indirect loss due to an event or action causing the failure
of technologr, processes, infrastructure, personnel, and other risks having an operational impact". The impact of these
risks can result in significant financial loss, reputational harm or regulatory censure and penalties.

The major operational risks faced by the Bank include:

People and related issues such as staff retention, fraud, amongst others.

Systems and processes changes related to the drive to meet our clients' needs.

The Board of Directors takes the lead in establishing the "tone at the top" which promotes a strong risk management
culture. The Bank has also put in place a corporate culture that is guided by strong risk management and that supports
and provides appropriate standards and incentives for professional and responsible behaviour.
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10

10.10.2

10.10.3

RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

Non-financial risk management disclosures (continued)

0perational risk (continued)

All members of staff are responsible for the management and mitigation of Operational risks. This is reflected in the
continuous control environment, risk awareness and management sgle. Specific roles or responsibilities are assigned for
leading and managing the internal control environment through the following people:

Board and CE0;

Audit Commiftee;

lntemal Audit Department;

Board Risk Management Committee;

Risk Management Committee;

Risk & Compliance Depaftment;

Business 0perational Risk functions in corporate, Retail and SME ;

lnformation Technologr (lT) Steering Commiftee; and

Business Heads and 0perations Head.

lntemal Audit is responsible for assessing compliance with operational risk policy and for reporting significant issues to
the Board Audit Committee and the Board of Directors.

The Bank seeks to minimise actual or potential losses arising from 0perational Risk failures. These include inadequately

defined procedures or policies, systems failure, internal control flaws or breaches, insufficiently skilled staff,
unmanageable events or customer actions. To achieve this, the Bank ensures:

Robust operational nsh policy and procedures that reflects industry practice are put in place and operationalized.

These include toolkits to help identify, assess, control, rnenage and report on key Operational Risks. Toolkits in the

Operational Risk Procedures manuai include inter aiia:

a

a

a

a

a

a

a

a

a

a

i) Framework for the Bank, businesses, and support functions to identify their major operational risks and

mitigation plans;

ii) Key control standards;

iii) lndicators to identify 0perational Risk; and

iv) lncident and issues tracking mechanisms to identify causal factors and operational losses:

. All staff in business and support functions, are aware of their responsibilities for Operational Risk Management.

o Potential 0perational Risk impact of Bank activities and products are considered at their outset with a view to
minimising these as far as possible.

o There are structured processes to report control failures to designated individuals and escalate material issues to
Risk Management Committee, Erecutive Committee (EXCOM) and Board Risk Management Committee as

appropriate.
r Employees are Siven Operational Risk training appropriate to their roles.

. Employee and Bank assets are adequately protected.

o Workable Business Continuig Plans are established (including Disaster Recovery and Crisis Management
procedures) to minimise the impact of unplanned events on business operations and customer service.

o The financial impact of operational losses is mitigated through the utilisation of insurance or other risk transfer
mechanisms where appropriate.
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10

10.10.2

10.10.3

10.10.4

RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

Non-fi nancial risk management disclosures (continued)

0perational risk (continued)

Com pl iance (policy / legal / regu latory) risk:

Compliance risk is the cunent or prospective risk to earnings and capital arising from violations or non-compliance with
laws, rules, regulations, agreements, prescribed practices, or ethical standards, as well as from the possibility of
inconect interpretation of effective laws or reSulations.

The Bank is committed to ensuring that its business activities are conducted in accordance with applicable laws and
regulations, internal rules, policies and procedures, and ethical standards ("compliance laws, rules and standards"). The

Bank has established appropriate policies, procedures and controls that will ensure effective compliance with laws,

regulations and codes relevant to its businesses, customers and staff.

Business unit heads have the responsibilig and accountability of managing regulatory and legal risks relating to their
units on a day to day basis with assistance / advice and oversight from Legal and Compliance Department. The Risk and

Compliance Department identifies and monitors the key risks and is responsible for ensuring that the day to day business

controls comply with applicable legislation and are in line with best practice. lnternal and external legal counsel work

closely with business units to identify areas of existing and potential regulatory/legal risks and actively manage them to
reduce the Bank's exposures.

Senior Management and the Board Risk Management Committee receive the Risk Management Department's opinions

/ reports on the strength of the Banks Compliance Risk Framework to enable them to determine whether it is under

control and where not, tracks significant conective actions to finalig. Additionally, significant exposures under "for or
against" Iitigation are reviewed periodicaIly.

Reputational risk

Reputational risk is the potential that negative staktrholder impressions or perceptions, whether true or not, regarding

the Bank's business practices, actions or inactions, will or may cause a decline in customer base, liquidity, and overali

brand value. lt is a resultant effect of all other risks highlighted in this report and therefore cannot be managed in
isolation. Therefore, when all the other risks are managed well, this risk is substantially minimised.

The Bank's reputation is an invaluable and fragile asset that is broad and far reaching and includes image, goodwill and

brand equig. Reputational risk management supports value creation and seeks to deal effectively with potential future
events that create unceftainty.

Ultimate responsibility for this risk rests with the Board of Directors and Senior Management who examine the Bank's

reputational risk as part of their regular mandate. They are assisted in this aspect by the Corporate Communications

Department. Their purpose is to ensure that all products, services, and activities meet the Bank's reputational risk

objectives in line with the Board of Directods approved appetite. The Bank's reputational risk strateg! however cascades

into the other Bank's policies procedures each level of management is responsible for the appropriateness of policies,
processes and controls within its puruiew.

Senior Management and the Board of Directors receive periodic reports on the assessment of the Bank's reputational
risk exposures that arise from its business activities so as to form a view on associated risks and implement corrective

actions.

10.10.5
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CONSOLIDATED BANK OF KENYA LIMITED AND SUBSIDIARY

NOTES TO THE FINANCIAL STATEMENTS

FOR THEYEAR ENDED 31 DECEMBER 2021

10.

10.11

RISK MANAGEMENT OBJECTIVES AND P0LICIES (Continued)

FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

The following table provides an analysis of financial instruments that are measured subsequent to initial recognition at fair
value, grouped into levels 1 to 3 based on the degree to which the fair value is observable.

o Level 1: fair value through OCI measurements are those derived from quoted prices (unadjusted) in active markets
for identical assets or liabilities.

. Level 2: fair value measurements are those derived from inputs other than quoted prices included within level I that
are observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

o Level 3: fair value measurements are those derived from valuation techniques that include inputs for the asset or
liabilig that are not based on obseruable market data (unobservable inputs/.

Financial assets at FVTOCI:

Level

1

KShs'000

EJgl

1-920

Valuation
Fairvalue technique(s)and
hierarchy keyinputs

Level Level

KShs'000 KShs'000

2 Total

KShs'000

8-354

7-924

3
31 December2021

Quoted investments

31 December2020

Quoted investments

3L/ L2/21
KShs'000

Note

3L/12/20
KShs'000

Ihe above was valued at quoted bid prices in an active market (Nairobi Securities Exchange). Except as detailed above, the
Directors consider that the carrying amounts of financial assets and financial liabilities recognised in the statement of
financial position approximate their fair values. This note provides information about how the Bank determines fair values of
various financial assets and financial liabilities. Fairvalue of the Bank's financial tssets and financial liabilities are measured
at fair value on a recunent basis. The following table gives information about how the fair values of these financial asets and
financial liabilities are determined (in, the valuation technique(s) and inputs used):

Financial assets Fair value as at Significant
unobseryable
i nputs

Relationship of
unobseryable
inputs to fair value

Quoted bid prices

in an active ma*et

Quoted investments 8,354 7,920 Level 1

There were no transfers between levels 1, 2 and 3 in the period (2020: none).

10.12 Price risk sensitivig

The Bank is exposed to price risk on quoted investment securities.

N/A N/A

The table below summarizes the impact on increase in the market price on the Group's equity investments net of tax. The

analysis assumes that the market prices had increased by 5% with all othervariables held constant and all the Bank's equity
instruments moved according to the historical conelation with the price:

lmpact on equig
2021

KShs'000
2020

KShs'000

Effect of increase on Equity
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CONSOLIDATED BANK OF KENYA LIMITED AND SUBSIDIARY

NOTES TO THE FINANCIAL STAIEMENTS

FORTHEYFIR ENDED 31 DECEMBER 2021

11 CAPITAL MANAGEMENT (Group and Bank)

Regulatory capital

The Banks objectives when managing capital are:

a

o To safeguard the Banks' abilig to continue as a going concem so that it can continue to provide retums for the
shareholders and benefits for the other stakeholders.

o To maintain a strong capital base to suppoft the eurrent and future development needs ofthe business.
r To comply with the capital requirements set by the Central Bank of Kenya.

Capital adequacy and use of regulatory capital are monitored by management employingtechniques based on the guidelines

developed by the Central Bank of Kenya for supervisory purposes. The required information is filed with the Central Bank of
Kenya on a monthly basis.

The Central Bank of Kenya requires each Bank to:

a) Hold the minimum level of regulatory capital of KShs 1 billion.
b) Maintain a ratio of total regulatory capital; to risk weighted assets plus risk weighted off balance assets at above the

required minimum of 10.57o;

c) Maintain a core capital of not less than 8olo of total deposit assets; and

d) Maintain total capital of not less than 14.5% of risk weighted assets plus risk weighted off balance sheet items.

As further disclosed in note 9, the Bank had not complied with capital to risk weighted assets of not less than 14.5% and the
Tier 1 capital to risk weighted assets of not less than 10.5olo in 202L.ln 2020 the Bank had not complied with capital to risk

weighted assets of not less than L4.5o/o and the Tier 1 capital to risk weighted assets of not less than 10.57o

The Banh's regulatory capital is analysed into two tiers:

Tier 1 capital, which includes ordinary share capital, non-cumulative rrredeemable non-convertible preference shares,

disclosed reserues such as sJ,are premiums, retained eamings, and 50% un-audited after tax profit ltss investment in

subsidiaries cunducting bankrng business, investments in equity of other institutions, intangible assets (excluding

computer software ) and goodwill.

Tier 2 capital, which includes 25% revaluation surplus which have received priorCBK approval, subordinated debt, hybrid

capital instruments or any other capital instruments approved by CBK.

a
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CONSOLIDATED BANK OF KEi.IYA LIMITED AND SUBSIDIARY

NOTES TO THE FINANCIAL STATEMENTS

FORTHEYEAR ENDED 31 DECEMBER 2021

11. CAPITALMANAGEMENT(Continued)

The Bank's regulatory capital position at 31 December202l and 31 December 2020 was as follows:

2021

KShs'000
Tier l capital

Ordinary share capital

Non-cumulative inedeemable shares

Share capital

Accumulated losses

Iotal
Tier 2 capital

Revaluation reserues (25%)

General loan loss provision-statutory reserve

(Maximum ol 1.25o/o of RWA)

Total

Total regulatory capital

Risk-wei(hted assets

Capital ratios:

Total regulatory capital expressed as a percentage of

total risk-weighted assets (CBK minimum 14.5o/ol

Total tier I capital expressed as a percentage of

risk-weighted assets (CBK minimum 10.5olo)

12. INTEREST INCOME (Group and Bank)

lnterest on loans and advances
lnterest on Bank placements

lnterest on investments at amortised cost

13 INTEREST EXPENSE (Group and Bank)

lnterest on customer deposits
lnterest on inter-bank bonowings
lnterest on Central Bank of Kenya Repos

lnterest on leases

2,998,400
721.130

3,719,530
(3.286.876)

432.654

101,500

164.742

266.242

69ff96

1.3JQ!J72

5.3%

3.3%

1,061,145
7,430

206.750

1275325

465,305
1,977

66,643
25.754

559*619

2020

KShs'000

2,998,400

72r.130

3,719,530
(2.894.138)

825.392

101,500

L46.744

248.244

_ur3-636

UJ eJA1

9.3Yo

7.0Yo

896,360
2,199

166.270

meu29

370,897

35,680
14.803

42UD0
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15. FOREIGN D(CHANGE TRADING INCOME (Group and Bank)

Foreign exchange net income includes gains and losses from spot and forward contracts and translated foreign
cunency assets and liabilities.

CONSOLIDATED BANK OF KENYA LIMITED AND SUBSIDIARY

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2021

L4. FEE AND COMMISSION INCOME

Ledger related fees and commissions

Credit related fees and commissions
Transaction related fees

Gains on foreign exchange trading
Losses on foreign exchange trading

16. OTHER OPERATING INCOME (Group and Bank)

Rental income
Remedial recoveries
Recoveries on loans and advances
Gain on disposal of property and equipment
Sundry income*

i relate to income on sale of tenders.

2021

Bank

KShs'000
31,760

135,767
77.368

2021
Group

KShs'000
31,760

t35,767
100.005

2020
Bank

KShs'000
31,425

161,952
79.368

2020

Group

KShs'000
31,425

161,952
9-8.825

2020
KShs'000

19,943

--:r9t4:I

2021
KShs'000

32,138
(6.212)

25,926

62,106
6,616

?.54,475
24

802

60,871
6,147

271,909
365

3,647

321.02:I 342-9:t9
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CONSOLIDATED EANK OF KENYA TIMITED AND SUBSIDIARY

NOTES TO THE FINANCIAL STATEMENTS

FORTHEYEAR ENDED 31 DECEMBER 2021

17, OPERATING EXPENSES

Staffcosts(note 18)

Directors' emoluments - Fees

- Other
Depreciation - Current year (note 28)
Amortisation of intangible assets (note 29)
Amortisation of operating lease (note 30)
Contribution to Kenya Deposit lnsurance Corporation

Auditors' remuneration - Cunent year

Credit loss expense on letters of credit and guarantees

Other operating expenses

18. STAFFCOSTS

Salaries and wages
Training, recruitment and staff welfare costs

Pension contributions
Medical expenses
Leave pay provision

Staff insurance

Gratuity provision (note 32(a))
NSSF contributions

19. lNCOMI- TAX (Group and Bank)

a) Taxation charge

709,793
16,265
6,440

85,267
65,643

170
15,852

715,707
16,265
6,440

86,542
66,307

170
15,852

690,531
13,610
21,590
87,656
79,432

170
13,357

692,952
13,610
21,580
89,149
80,431

170

13,357
4,580
4,263

415,155

202t
Bank

KShs'000

8,1 70
3,984

394.s69

588,644
23,594
38,432
52,651

3,813
2,038

621

ragJgt

2021
Group

KShs'000

8,578
3,984

40t.252

2020
Bank

KShs'000

4,547
4,263

403.535

2020
Group

KShs'000

uro6-r53 L32IO9Z L318,681 1335,47

593,746
23,690
38,770
52,907

575,925
23,313
37,839
51,367
(7,5211

2,5t8
6,460

630

581,126
2L,261
38, 1 54
49,861
(7,52L1
2,943
6,4i1

_ 651

3,846
2,100

648

715.707

Current tax based on the taxable profit for the year at 30% (2020:25o/ol

Prior year over provision- current taxation
Derecognition of prior year deferred tax

Reconciliation of expected tax based on accounting loss

to tax charge

b) Loss before taxation

Tax calculated at a tax rate of 30o/" (2020:250/"1

Tax effect of expenses not deductible for tax purposes*

Non-taxable income
Prior year over provision - current taxation
Current year's defered tax not recognised

Prior year deferred tax derecognition

202t
KShs

12,531
6,483

19J14

af3sA4l

(82,093)
16,842

6,483
77,782

q9aE31 Q9LW2

2020
KShs

9,100
6,204

15304

a$.g-E)

(64,7201

5,748

6,204
68,072

.--------:

rcJIT4 15JOl

t Tax effect of expenses not deductible for tax purposes relates to expenses incuned not for business or generation of
revenue e. g. donations.
The bank has not recognised deferred tax assets of KShs 77 million (2020: KShs 68 million) due to uncertaing of future
eamings and profits against which the defened tax assets can be offset. Tax losses can be canied forward for a period of
nine years after they are first incuned.
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CONSOLIDATED BANK OF KENYA LIMITED AND SUBSIDIARY

NOTES TO THE FINANCIAL STATEMENTS

FORTHEYEAR ENDED 31 DECEMBER 2021

19. TNCoMETAX(CoNTTNUED)

c) Taxationrecoverable/(Payable)

At 1 January

Charge for the year

Prior year (over)/under provision

Tax paid during the year

Group

Loss for the year

Number of ordinary shares (number

in thousands)

Loss per share

2t.

Cash in hand

Balances with Central Bank of Kenya:
- Cash ratio reserve
- Other balances (available for use by the Bank)

202t 202t 2020
KShs'000 KShs'000 KShs'000

Group Bank Group

e99J2r GOt906) (214J82)

2021
KShs'000

252,182

595,092
46.064

2021
KShs'000

2020
KShs'000

6,483
(12,531)

(6,483)
12.068

6,204
(9,100)
(6,204)
15.583

At 31 December E6iU __6-48:t

20. LOSS PER SHARE (Bank)

Loss per share is calculated by dividing the net loss aftributable to shareholders by the number of ordinary shares in

issue during the year.

14e&?,4 149.920 l49-9it0 l49J?0

Basic and diruted (KShs) 0-991 (2 Qg ruu Ll-Eq

There were no potentially dilutive shares outstanding as at 31 December 2021 and 31 December 2020,
respectively. Diluted eamings per share are therefore the same as basic eamings per share.

CASH AND BAI-ANCES WITH CENTRAL BANK 0F KENYA (Group and Bank)

2020
KShs'000

Bank

81fiB)

2020
KShs'000

300,796

359,646
41.743

893J38 202-185

Cash in hand and balances with Central Bank of Kenya are non-interest bearing. The cash ratio reserue is based on

the value of customer deposits as adjusted by the Central Bank of Kenya requirements. As at 31 December 2021
the cash ratio reserve requirement was 4.25o/o (2020:4.25o/o) of all customer deposits held bythe Bank. These funds

are not available to finance the Bank's day to day operations.

72





CONSOLIDATED BANK OF KENYA LIMITED AND SUBSIDIARY

NOTES TO THE FINANCIAL STATEMENTS

FORTHEYEAR ENDED 31 DECEMBER 2021

22. DEPOSITS AND BAI.ANCES DUE FROM BANKING INSTITUTIONS

Balances due from banking institutions
maturing within 90 days:

Balances with conespondent banks

Balances with local banks

As at 1 January

lncrease in allowance for impairment

Allowance for impairment as at 31 December

Net carrying value

GOVERNMENT SECURITIES

Kenya Government Treasury bonds - at amortised cost

The maturig profile of govemment securities is as follows:

Less than 1 year

3 years to 5 years

Over 5 years

400.988 400.988 279.655 279.655

a)

2021
Bank

KShs'000

183,007
217.981

140

61

201

400J87

2021
Group

KShs'000

183,007
2t7.98t

201

40q187

2020
Bank

KShs'000

55,242
224.413

87

53

140

2Il515

2020
Group

KShs'000

55,242
224.413

53

140

219515

87140

61

b) Depositsfrom local banks 1t8J65 
'-1&952 

i3276 63,276

c) Bonowing from Central Bank of Kenya 820,000 E2AJ@ 1J@-0@ L:r00-00Q

Deposits with/from local banks as at 3 1 December 202 1 represent overnight lending.

The bonowings from Central Bank of Kenya as at 3 1 December202l was a REPO:

- Tenure: The period ofthe borrowings was 3 months from C October 202 1 to 5 January 2022-500,000,000, 7 days bonowing
from 30 December202l to 6January 2022-320,000,000 (2020:The period of the bonowingswas 3 months from 9 0ctober
2020 to 8 January 202 1-640,000,000, 24 November 2020 to 25 February 202 1-360,000,000, I December 2020 to 10

March 202 1-300,000,000.)
- lnterest rate: the bonowing attracted an interest rate of 7.7o/o (2020: interestrate ol 7o/o.)

- Security: pledge of the Bank is only a portion of the Treasury Bonds whose fair value was KShs. 1,025,000,0(10 (2020:
Security: pledge of the Bank is only a podion of the Treasury Bonds whose fair value was KShs 1,625,000,000).

23. FINANCIAL ASSEIS AI AMORTISED COST (Group and Bank)

202t
KShs'000

2.881.811

zJltgfl

379,1 18
8s4,309

1.648.384

2020
KShs'000

1.972.383

_L97e383

397,788
799,373
775.222

2JE1.Ett L9l2^U3

The weighted average effective interest rate on treasury bonds was 9.4olo (2020:8.7 %). As at 31 December 2021 treasury bonds
with a fair value of KShs 1,025,000 (2020: KShs 1,625,000,000) had been pledged to secure borrowings from Central Bank of
Kenya.
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CONSOLIDATED BANK OF KENYA LIMITED AND SUBSIDIARY

NOTES TO THE FINANCIAL STATEMENTS

FORTHEYEAR ENDED 31 DECEMBER 2021

24. LOANS AND ADVANCES TO CUST0MERS (Group and Bank)

a) Commercial loans

Overdrafts

Mortgages
Asset finance loans
Staff ioans

Gross loans and advances
Less:

lnterest in suspense
lmpairment losses on loans and receivables (note 25)

b) Analysis of gross loans and receivables by maturi$

Maturing:
Within l year

Betweenland3years
After 3 years

25.

Loans and receivables to customers

The concentration of advances to customers is covered under note 10.7

IMPAIRMENT LOSSES 0N LOANS AND RECEIVABLES (Group and Bank)

At 1 January

IFRS I Adjustment
lncrease in impairment allowances
Write offs
Reversals in impairment allowances

At31 December

Collectively assessed im pairment

lndividually assessed impairment

Net loans and receivables 9,548,09Q 8AS9,21f

The weighted average effective interest rate on loans and receivables as at 3 1 Decemb er 2021was 13.7 o/o (2020
: 13%).

lncluded in gross loans and receivables of KShs.8,951,495,000 (2020: KShs 8,845,964,000) are non-
performing loans amounting to KShs.1,805,874,000 (2020: KShs 1,604,861,000). These are included in the

statement of financial position net of specific provisions of KShs.302,941,997 (2020:KShs 282,222,504t,.

202t
KShs'000

5,022,992

925,538

2,561,333
790,760
557.069

9,857,692

(906.199)
(403.403)

202t
KShs'000

2,101,480
2,569,660
5.186.554

2021
KShs'000

380,950

290,167
(13,239)

Q54.475].

4ASJoll

104,447
302.940

2020
KShs'000

4,963,983

915,440

2,332,457
83 1,767
633.944

9,677,590

(831.626)
(376.687)

2020
KShs'000

2,556,356
1,745,008
5.376.227

2020
KShs'000

454,597

222,rtr
(28,112)

(271.909)

:3t!s!l
98,730

282.220

ed5ls94 9,q7Z,59O
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CONSOLIDATED BANK OF KENYA LIMIIED AND SUBSIDIARY

NOIES TO THE FINANCIAL STATEMENIS

FOR THE YIAR ENDED 3 1 DECEMBER 202 1

26. OIHERASSEIS

Other assets and other receivables that have fixed or determinable payments and that are not quoted in an active madtet

are measured at amortised cost less any impairment loss.

2021 202t 2020 2020
KShs'000 KShs'000 KShs'000 KShs'000

Group Bank Group Bank

Un-cleared items in the course of collection
Prepayments

Rent receivable

Deposits for seruices

Others *

t7,772
43,813
r9,313
t3,2t9

270.792

t7,772
43,813
19,3 t3
13,219

270.792

22,824
L3,219

13,219
256.614

305-876

202L
KShs'000

7,920
434

22,824
13,199

t3,2t9
256.614

305-850

2020
KShs'000

7,378
542

3e[909 3QL909

* lncluded in othes are Mpesa ,POS and Kenswitch balances.

27. EQUITY TNSIRUMENTS AT FAIR VALUE IHROUGH OTHER COMPREHENSIVE INCOME (GToup

and Bank)

At beginning of the year

Gain in marketvalue of investment

At end of the year aJt4 tqaS

The investment consists of 21,699 shares of Kakuzi Limited which are in the name of Jimba Credit Corporation Limited but
beneficially vested in the Bank.

ln accordance with IFRS 13, the tair value ranking of the investment is at level 1.

Tax has not been recognised in respect of the gain in market value of investment at this time as defened tax has not been

recognised as disclosed in note 19 (b).
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CONSOLIDAIED BANK OF KENYA IIMIIED AND SUBSIDIARY

NOTES TO IHE FINANCIAT STATEMENTS

FOR THE

YEAR ENDED 31 DECEMBER 2021

28 (b). GR0UPAND BANK RIGIIT0FUSE0FASSEIS (Contlnued)

c0ST/VALUATI0N
At 1 January 2020
Addltlons
Transferfrom WIP

Disposal

Surplus on revaluation
Ellmlnation on revaluatlon

At31 December2020

At 1 January 202 1
Addltlons
Transferfrom WIP

Dlsposal

Surplus on revaluation
Ellmlnation on revaluatlon

At31 December2020

Comprlslng
At cost

Atvaluation 2021
ACCU MUI.AIED DEPRECIAIION

At 1 January 2020
Charge forthe year

EllminaUon on revaluatlon
Reclasslficatlon
Elimlnatlon on disposal
EllmlnaUon on revaluatlon

At31 December2020

At 1 January 2020
Charge forthe year

Ellmlnatlon on dlsposal

At31 December2021

NET BOOK VALUE

At31 December2021

Right of use of assets (rental space)
KShs'000

167,836
81,368

(20,969)

-------i

228235

228,235
151,343

379.578

379.578

47,408
45,000

-_i
(3,679)

88.729

88,729
36,923

125.652

253t25

At31 December2020

80
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CONSOUDAIED BANK OF KEI{YA UMIIED AND SUBSID]ARY

NOIESM IHE FINANCIAT STAIEMEI{TS

FOR T}IE YEAR ENDED 31 DECEMBER 2021

28 (b). GROUP AND BANK RIGHT 0F USE 0F ASSEIS (Contlnued)

Set out below are the canylng amount of lease llablllty (lncluded ln the llabllltles under note 32) and the movement durlng

the perlod

2021 2020

(51,784)

271.207

lf the land and bulldlngswerc stated on the hlstorlcalcost basls, thelrcanylng amounts would be as follows:

2021
KShs'O00

As at I January

Addltlons

Accretlon of lntemst

Deecognluon

Payments

Rentwalver

Asat3l Dectmber

At 1 January

DeprcclaUon charge

At31 December

145,895

15L,342

25,7il

113,034
(!t.52tl

1085fi1

167,836

81,368

14,803
(19,218)

(98,006)

(888)

145^895

2020
lGhs'000

117,555

A,52LI

t13Jt34
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CONSOLIDATED BANK OF KENYA LIMIIED AND SUBSIDIARY

NOIES TO THE FINANCIAL STAIEMENTS

FORTHEYEAR ENDED 31 DECEMBER 2021

29, GROUP INTANGIBLE ASSEIS

c0sT/vALUAn0N

At 1 January 2020
Additions
Transfer from WIP

Disposals

At31 December2020

At 1 January 2021
Additions
Transferfrom WIP

Disposals

At31 December202l

ACCUM ULAIED AMORTISATION

At 1 January 2020
Charge for the year

Eliminated on disposal

At31 December2020

At I )anuary 2021
CharSe for the year

Computer Software

KShs'000
Work in Progress

KShs'000
Total

KShs'000

680,226
71,304

751.530

75 1.530
1,160

752.690

462,684
L08,427

_ [30)

543.1 15

543,1 15

06302

M4,884
48,28L
35,342

728.507

728,507
1,160

13,348

743.015

462,684
L08,427

(130)

543. 1 15

543, t 15

66.307

35,342
23,023

(35,342)

23.023

23.023

(13,348)

9.675

At31 December202L 609.422 609.422

NET BOOK VALUE

At31 December202l rl|93 9*675 r4;L208

At31 December2020 189,392 23p2? ?0!-415

Work in progress relates to the Agency Banking project and virtual wallet banking system projects which were atvarious

stages of completion.

82



'I



CONSOLIDATED BANK OF KENYA TIMITED AND SUBSIDIARY

NOIES TO THE FINANCIAL STAIEMENTS

FOR THE YEAR ENDED 31 DECEMBER 202 1

29. BANK INTANGIBLEASSETS

cosT/vAt-uATr0N

At 1.lanuary 2020
Additions
Transfer from WIP

At 31 December2020

At L lanuary 2021
Additions
Transferfrom WIP

At 31 December202l

ACCUM UI.AIED AMORTISATION

At 1.lanuary 2020
Charge for the year

Computer Software
KShs'000

M1,886
48,281
35.342

725.509

725,509
t,160

13.348

740.0t7

462,386
79.432

Work in Progress

KShs'000

35,342
23,023

(35.342)

23.023

23,023

(13.348r

9.675

Total

KShs'000

677,228
7 L,304

748.532

748,532
1,160

749.692

462,386
_19J32

31 December2020 54 1.8 18 541-E1Il

Atllanuary2D2l 541,818 - 541,818
Chargefortheyear 65.643 : 65.643

At31 December202t 607.461 : 607.461

NET BOOK VALUE

At31December2D2l _1_32.55! 9-675 WBL

At31 December2o2} .Xl_3,S91 n 02i ?09Jf4

Work in progress relates to the Agency Banking p@ect and virtualwallet banking system projectswhich were atvarious

stages of completion.
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CONSOLIDAIED BANK OF KENYA LIMIIED AND SUBSIDIARY

NOTES TO THE FINANCIAL STATEMENTS

FOR IHE YEAR ENDED 3 1 DECEM BER 202 1

30. TEASEHOLD I.AND

31.

c0sT

At lJanuaryand 31 December

ACCU M UI.AIED AMORTI SATION

At 1 January

Charge for the year

At 3 1 December

NET BOOKVATUE

At 3 1 December

CUST0MER DEP0SITS (Group and Bank)

Cunent and demand accounts
Savings accounts
Fixed deposit accounts
Margins

Maturity analysis of customer deposits:

Repayable:

0n demand
Within one year

Accrued expenses

Gratuity (note 32(a)

Tenants deposib
Cheques for collection
Sundry payables*

ECL provision for letters of credit and
guarantees

Lease liability (note 28 (b))

2021
KShs'000

45.298

38,999
170

39.169

i-129

3,469,736
1,272,412
6,503,526

2L.9t5

4,764,063
6.503.s26

2020
KShs'000

45.298

38,829
170

38.999

_6,299

3,370,873
t,296,475
4,554,139
_- 2.445

4,673,L02
4.5s0.830

Bank
28,t79
14,699

15,519

257,t43
4,263

lL267r$9 9J2l,elz

11267-589 9223,9i2

The weighted average effective interest rate on interest bearing customer deposits at 31 December 202Lwas
4.4o/o (2020: 3.90,6). Concentration of customers' deposits is covered under note 10.7.

32. OTHER LIABILITIES

202t 2021 2020 2020
KShs'000 KShs'000 KShs'000 KShs'000

Group

33,604
447

L7,L49
1,185

2t6,6M
3,984

Bank

33304
447

Group
28,179
14,699

L7,L49 15,519
1,185

2L6,645 257,44t
3,984 4,263

27 L.207 27 t.207 145.895 145.895

5442?0 54iL_e21 4S5*994 46s.6e8

* lncluded in sundry payables are uncleared POS transactions, uncleared cheques and unclaimed balances
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CONSOLIDAIED BANK OF KENYA [IMITED AND SUBSIDIARY

NOIES TO THE RNANCIAL STAIEMENTS

FOR THE YEAR ENDED 3 1 DECEMBER 202 1

32. 0IHER LlABltlTlES (continued)

a) Gratuity

Balance as at 1 January

Paid

Charge for the year

202L
KShs'000

Bank

14,699
( 16,3 10)

2.038

2021
KShs'000

Gtoup

14,699
(16,352)

2.100

2020
KShs'000

Bank

9,600
(1,378)

6.477

14*699

7,52L
(7.szt)

2020
KShs'000

Group

9,600
(1,378)

6.477

!L699

7,52L
fi.5211
--------------:

Balance as at 3 1 December 42t 447

b) Leave pay provision

Balance as at 1 January

Credit for the year

Balance as at 3 1 December

33. SHARECAPITAL(Bank)

a) Authorised:

160,000,000 ordinary shares (2020: 80,000,000 ordinary shares) of
KShs 20 each

80,000,000, 40{ non-cumulative irredeemable
non-convertible preference shares of KShs 20 each

202L
KShs'000

t6iQp00

4300-000

2020
KShs'000

1.600.000

3,200-000

3,200,000 1,600,000

b) lssued and fully paid:

149,920,000 ordinary shares of KShs 20 each 2,998,400 2,998,400
36,056,500, 406 non-cumulative inedeemable
Non-convertible preference Shares of KShs 20 each 72L.L30 721.L30

3,219J30 3.219.530

Non-convertible non-participating preference shares are entitled to receive a discretionary dividend before any

dividend is declared to the ordinary shareholders. Ihe preference shares have no right to share in any surplus assets

or profits and no voting rights.
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CONSOLIDATED BANK OF KENYA LIMITED AND SUBSIDIARY

NOIES TO THE FINANCIAT STATEMENTS

FOR THE YEAR ENDED 3 1 DECEMBER 202 1

34. REVALUATION RESERVES (Group and Bank)

At 1 January

Gain on revaluation of properties

Transfer of excess depreciation
Defened tax on transfer of excess depreciation- Buildings

202r
KShs'000

Group
(2,894,138)

(299,521)
14,380

(4,314)
(100.024)

202L
KShs'000

Bank
(2,891,962)

(304,906)
14,380

(4,3r4)
(100.074)

202t
KShs'000

465,672

(14,380)
4.3L4

2020
KShs'000

Group
(2,567,139)

(274,182l,
14,380

(4,314)

- (62.883)

2021
KShs'000

536,808
100.074

2020
KShs'000

361,888
113,850
(14,380)

4.3t4

2020
KShs'000

Bank
(2,562,072l.

(277,0731
14,380

(4,314)

_- (62.883I

2020
KShs'000

473,925
62.883

At 3 1 December 455-606 465-612

The revaluation surplus arises on the revaluation of freehold land and buildings. Where revalued land or buildings are

sold, the portion of the revaluation surplus that relates to that asset and is effectively realised over the period in which

this is transferred, is transferred directly to revenue reseryes. The revaluation surpluses are non-distributable.

Tax has not been recognised in respect of the revaluation surplus at this time as deferred tax has not been recognised as

disclosed in note 19 (b).

35. ACCUMULATED LOSSES

At 3 1 December G2&*66n G286fi91 Gqg4-lt_8) A8Xu)6a

The retained earnings balance represents the amount available fordividend distribution to the shareholders of the Group

and Bank and the balance maintained for purposes of strengthening the overall capital of the Group and Bank.

At 1 January

Loss for the year

Transfer of excess depreciation
Defened tax on transfer of excess

depreciation
Transter to statutory reserye

STATUTORY RESERVE (Group and Bank)

At 1January

Transfer from/(to) accumulated deficit

At 3 1 December

FAIR VALUE RESERVE (Group and Eank)

At l.lanuary
Gain in market value of quoted equity shares

36.

37

aEaJlz i36J08

7,052 6,510
1.302 542

At 3 1 December aJsl =:f-052

Ihe fair value gain shows the effects from the fair value measurement of equity instruments at fair value through other
comprehensive income. Any gains and losses are not recognised in the profit or loss until the asset has been sold. Refer

to note 7.6.8 for additional fairvalue disclosures.
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CONSOLIDATED BANK OF KENYA LIMIIED AND SUBSIDIARY

NOTES TO THE FINANCIAL STAIEMENTS

FOR THEYEAR ENDED 31 DECEMBER 2021

38 (a) N0TES T0 THE GROUP STAIEMENT 0F CASH FLOWS

(a) Reconciliation of loss before taxation to cash used in operations

Loss before taxation

Adjustments fon
Depreciation of propefty and equipment (note 28)

Amortisation of intangible asseb (note 29)

Amortisation of leasehold land (note 30)
lnterest expense on leases

Gratuity provision

Gain on disposal of propefi and equipment
Leave provision

Loss on derecognition of dsht of use asset
Gain on derecognition of lease liability
lmpairment (credit)/charge on loans and advances

Loss before working capital changes

lncrease in cash ratio balance
lncrease in other assets
(lncrease)/decrease in gross loans and receivables

lncrease in customer deposits
lncrease in other liabilities
(lncrease)/Decrease in treasury bonds

Cash (used in)/from operations

Analysis of the balances of cash and cash equivalents as shown in the statement
of financial position and notes

Cash on hand (note 2 1)

Balances with Central Bank of Kenya -other (note 2 1)

Balances with other banking institutions (note 22)

Balance to Central Bank (note 22 (c))

Deposits and balances to other banking institutions (note 22 (b))

(278,198) (258,878)

202t
KShs'000

2020
KShs'000

86,542
66,307

170
25,754

89,149
80,431

170
14,803

39.676

6,477
(365)

(7,52L1

t7,290
(19,218)
(45.535)

(59.773) (123.197)

(241

ne-7ar L19u@

(235,4471
(5e,033)

(122,7521

2,043,657
82,487

(909.428)

252,L82
46,064

400,787
(820,000)
(1 18.765)

239,793
(34,407)

(r,0s0,446)
452,072
2t2,891
109.987

300,796
4L,743

279,5t5
(1,300,000)

(63.276)

(b)

&)9fi4 t141222)

For the purpose of the cash flow statement, cash and cash equivalents comprise balances with less than three months'
maturity from the date of acquisition, including cash in hand, deposits held at call with banks and other short term highly
liquid investments with original maturities of three months or below, less advances from banks repayable within three
months from the dates of the advances.
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CONSOLIDATED BANK OF KENYA LIMIIED AND SUBSIDIARY

NOIES TO THE FINANCIAL STAIEMENTS

FOR THEYEAR ENDED 31 DECEMBER 202 1

38 (b) NoTES T0 rHE BANK STATEMENT 0F CASH FLoWS

(a) Reconciliation ofloss before taxation to cash used in operations

Loss befure taxation

Adjustments fon
Depreciation of propefi and equipment (note 28)
Amortisation of intangible assets (note 29)
Amortisation of leasehold land (note 30)
lnterest expense on leases

Loss on derecognition of right of use asset
Gain on derecognition of lease liabilig
Gain on disposal of property and equipment
Gratuity provision

Leave provision

lmpairment (credit)/charge on loans and advances

Loss before working capital changes

lncrease in cash ratio balance
lncrease in other assets
(lncrease),/decrease in gross loans and receivables

lncrease in customer deposits
lncrease in other liabilities
(lncraese)/Decrease in treasury bonds
Decrease in due from subsidiary

Cash (used in)/from operations

b) Analysis of the balances of cash and cash equivalents as shown in the statement
offinancial position and notes

Cash on hand (note 2 1)

Balances with Central Bank of Kenya -other (note 2 1)

Balances with other banking institutions (note 22(a)

Balance due to Central Bank (note 22 (c))

Deposits and balances to other banking institutions (note 22(b))

(285,891) (261,769)

202r
KShs'000

2020
KShs'000

85,267
65,il3

170
25,754

87, 656
79,432

t70
14,803

39.676

L7,290
(19,218)

(36s)
6,477

(7,52tl.
(45.535)

(49.405) (128.580r

(24t

nru03 088J36)

(235,4471
(51,709)

(t22,7521
2,043,657

82,48'l
(909,428)

252,182
46,064

400,787
(820,000)
(118.765)

239,793
(34,387)

(1,050,446)
452,072
2t3,70L
, c9,987

9,524

300,796
4t,743

279,019
(1,300,000)

(63.276)

(239-734 ft1[18)
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CONSOLIDATED BANK OF KENYA LIMIIED AND SUBSIDIARY

NOTES TO THE FINANCIAL STATEMENTS

FORTHEYEAR ENDED 31 DECEMBER 2021

39. INVESTMENTS IN SUBSIDIARIES

The consolidated financial statements include the financial statements of Consolidated Bank Ltd and its subsidiaries. Consolidated
Bank does not have any joint ventures or associates
The operations of the companies below were vested in the Bank in )uly 2002 and are all incorporated in Kenya.

i) Jimba Credit Corporation Limited
ii) Kenya Savings & Mortgages Limited
ii| Citizen Building Society

iv) Estate Building Society
v) Estate Finance Company of Kenya Limited
vi) Business Finance Company Limited
vii) Home Savings and Mortgages Limited
viii) Union Bank of Kenya Limited
ix) Nationwide Finance Company Limited
Furtherto the above, the bank incorporated, Consolidated Bank lnsurance Agency Limited, which commenced operations in January

20 19.

All the above subsidiaries are wholly owned by the Bank. The subsidiaries except Consolidated Bank lnsurance Agency Limited are

dormant and had a nil carrying value as at 3 1 December 2021 (2020: Nil).

40. OTHER SUPPLEMENTARY INFORMAION (BanK)

The bank's business comprises the following reportable units:

o Corporate Banking - This include banking services such as business cunent accounts, fixed deposits, overdrafts, loans, asset
finance and other credit facilities in local and foreign currencies

o Retails & SME (Small medium size enterprises) - incorporating banking current accounts, savings accounts, individual fixed
deposits, personal loans, retail and SME lending

. Treasury - operates the bank's fund management and investment activities.

Others comprise rental rncome and other incidental income from the rental space in the Bank's Head t)ffice building at Consolidated
Bank House.

The table below summarizes the breakdown of other supplementary information;

Profitor loss forthe yearended 31 December 2021
Corporate

banking
KShs'000

150,654

178,236

328,890

(s49,728)

(220,838)

Retail banking

KShs'000

426,862

328,576

755,438

( 1,006,817)

(251,379)

Treasury

KShs'000

138,130

25,926

164,056

(16,860)

L47,t95

Other
KShs'000

22,637
62,106

84,743

(37,919)

46,824

Total
KShs'000

715,646
555,375

62,106

r,333,L27

(1,611,325)

(278,198)

Net interest income

Net fee and commission

0ther income

Operating income
Operating expenses

Profit/(loss) before tax
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CONSOLIDAIED BANK OF KENYA LIMIIED AND SUBSIDIARY

NOTES IO THE FINANCIAL STAIEMENTS

FOR THEYEAR ENDED 31 DECEMBER 202 1

40. OTHERSUPPLEMENTARYINFORMATION(Continued)

Profitor loss forthe yearended 31 December 2020
Corporate

banking
KShs'000

Net interest income

Net fee and commission
Other income

0perating income

0perating expenses

Profit/(loss) before tax

Statement of financial position

asat31 December2021

Assets

Shod term funds

Loans

other assets

Total assets

Assets

Short term funds

Loans

Other assets

Total assets

Liabilities and equity:

Customer deposits
Borrowed funds

Other liabilities
Shareholders' funds

Liabilities and equi$:
Customer deposits
Borrowed funds

Other liabilities
Shareholders'funds

3,344,236

Total liabilities and equig 3,144.240

Statement of financial position as at 3 t December 2020

653,170
5,528,136

843.703

3,522,965
3,015,970

3.015.970 7.025.009 3.522.965

7,923,353

540,699
1.535.837

gJtg88e

938,765

$8J45

66.23 (26:2J5q !-Li..0r0 31.9!1 1258-878)

183,443
2t9,97 t

403,4t4
(569.645)

Retail banking

KShs'000

327,2L6
334,843

662,059
$24,2L31

Treasury

KShs'000

t32,790
19,943

152,733
( 17. 157)

Treasury

KShs'000

Other
KShs'000

19,456
60.871

80,327
(46.396)

718.946

718.946

0ther
KShs'000

738.390

738.390

1.914

1-914

Total

KShs'000

643,449
594,213

60.871

1,298,533
(1.557.41 1)

t,294,t35
8,544,106
1.562.649

14.282.890

I 1,267,589
934,765
540,699

1.535.837

14282j90

Total

KShs'000

2,954,083
8,465,014
1.464.768

12.883.865

9,223,932
1,363,276

461,733
r.834.924

Corporate Retail banking
banking

KShs'000 KShs'000

579,815
5,457,677

726.378

2,374,268
3,007,337

3.007.337 6.763.870 2.374.268

3,582,230 5,64L,702

461,733
1.833.010

zpl6.44_l

1,363,276

Total liabilities and equity 3E!223Q
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CONSOLIDATED BANK OF KENYA LIMITED AND SUBSIDIARY

NOTES TO THE FINANCIAL STATEMENTS

FORTHEYEAR ENDED 31 DECEMBER 2021

4L. CONTINGENCIES AND COMMITMENTS INCLUDING OFF BAI.ANCE SHEET ITEMS (BanK)

a) Contingentliabilities

Acceptances and letters of credit
Guarantees

ln common with other financial institutions, the Bank conducts business involving acceptances, letters of credit,
guarantees, performance bonds and indemnities. The majority of these facilities are offset by corresponding obligations
of third parties.

202L
KShs'000

63,896
995,241

2020
KShs'000

100,392
1.001.865

1J5L1;U 1J02257

Litigations against the bank 234,.,fi3

Nature of contingent liabilities:

An acceptance is an undertaking by a Bank to pay a bill of exchange drawn on a customer. The Bank expects most
acceptances to be presented, but reimbursement by the customer is normally immediate.

Letters of credit commit the Bank to make payments to third parties on production of documents, which are subsequently
reimbursed by customers.

Guarantees are generally written by a Bank to support performance by customers to third parties. The Bank will only be

iequired to meet these obligations in the event of the customer's default.

Concentrations of contingent liabilities are covered under note 10.7(iii).

Litigations aga inst the Bank relate to civil suits lodged against the Bank by customers and enrployees in the normal course

of business. The likely outcome of these suits cannot be determined as at the date of signing these financial statements.
The Directors, however, do not anticipate that any material liability will accrue from the pending suits.

b) Commitments lo extend credit

202t 2020
KShs'000 KShs'000

0ther commitments to lend 1,896,726 1,847,436

Undrawn formal stand-by facilities and credit lines ?l!1Q9l -400J69
Commitments to extend credit are agreements to lend to a customer in future subject to certain conditions. Such

commitments are normally made for a fixed period. Ihe Bank may withdraw from its contractual obligation to extend

credit by giving reasonable notice to the customer.

c) Capital commitments

202L 2020
KShs'000 KShs'000

Authorised but notcontracted for 384-4qE 44.638

Capital commitments relate to; investment in core banking system, Credit scoring system, ICT cyber security and

replacement of computers, motorvehicle and equipment for the branches.
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CONSOLIDATED BANK OF KENYA LIMITED AND SUBSIDIARY

NOIES TO THE FINANCIAL STAIEMENTS

FORTHEYEAR ENDED 31 DECEMBER 2021

4L. CONIINGENCIES AND COMMITMENTS INCLUDING OFF BATANCE SHEET ITEMS (Continued)

d) 0perating lease commitments

Rental income earned during the year was KShs 62,106,000(2020- KShs 60,871,000). At the reporting date, the

Bank had contracted with tenants forthe following minimum future lease receivables:

202t 2020
fhe Bank as a lessor KShs'000 KShs'000

Within one year

ln the second to fifth year inclusive

After five years

48,385
160,465

7.785

Carrying value

liabilities
KShs'000

52,096
168,763

13.811

2rq631 234-670

Operating leases relate to the buildings and are negotiated for an average term of 6 years, with the rentals being

reviewed every two years and hence classified as operating leases. The leases are cancellable with a penalty when the

tenants do not give three months' notice to vacate the premises.

All operating lease contracts contain market review clauses in the event that the lessor exercises its option to renew.

Ihe lessees do not have an option to purchase the property at the expiry of the lease period. Ihe operating lease

contracts are cancellable.

e) Foreign exchange contracts

The Bank enters into derivatives for trading and risk management purposes, as explained in note 7.4.3 in the Summary

of significant accounting policies. The Bank may take positions with the expectation of profiting from favourable
movements in prices, rates or indices. The trading portfolio is within the Bank's investment banking division (treasury)

and is treated as tradir'g risk for risk management purposes. Derivatives held tor risk management purposes include
l'edges that are economic hedges, but do not meet the hedge accounting requrremenb. The table below shows the fair
values of derivative financial instruments recorded as assets or liabilities together with their notional amounts.

The notional amount, recorded gross, is the quantity of the derivative contracts' underlying instrument (being foreign
currency, reference rate or index). The notional amounts indicate the volume of transactions outstanding at the year

end and are not indicative of either the market or credit risk.

Carrying value

assets
KShs'000

Notional amount

KShs'000

L3"4J7-5

112.70.0

At31 December2021
Derivatives in economic hedge relationships:
Foreign exchange contracts uJll
At31 December2020
Foreign exchange contracts .1,240

Fonvards and spot contingents are the foreign exchange deals canied out in the interbank markets.
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CONSOLIDAIED BANK OF KENYA LIMITED AND SUBSIDIARY

NOIES TO THE FINANCIAL STATEMENTS

FOR THEYEAR ENDED 31 DECEMBER 2021

42 RELATED PARTYTRANSACTIONS (Group and Eank)

Parties are considered to be related if one party has the abilig to control the other party or exercise significant influence
over the other party in making financial or operational decisions.

Placings are made in the Bank by Directors, their associates and companies associated to Directors. Advances to
customers at 31 December 202 I include advances and loans to companies associated with the directors. Contingent
liabilities at 3 1 December 2021 include guarantees and letters of credit for companies associated with the Directors.

Directors
2020 2020

KShs'000 KShs'000
Movement in related party balances was as follows:

Loans and advances:
At 1 January
Advanced during the year
lnterest earned
Repaid during the year

At I .lanuary
Placed during the year

Net interest applied
Withdrawals

At 3 1 December

Payments made on behalf of CBL lnsurance Agency Ltd are as follows:

Statf costs
Administrative expenses

Shoft term benefits
Salaries and other benefits
Fees for services as Directors

1,500
100

(1.206)(400)

34,869
1,469. r09

74i
t1-48 304

3L418

202L
KShs'000

5,914
9.030

t27,84r
16.265

394

b

At31 December _ 394

As at 3 1 December 202 1 loans and advances to staff amounted to KShs 557,069,000 (2020: KShs 633,944,000). The
loans and advances to related parties are performing and are adequately secured.

Directors and employees
202t 2020

KShs'000 KShs'000
Cuslomer deposits:

t494{ llL040
Due from subsidiaries

CBL lnsurance Agency Ltd ?1L 7595

No ECL has been recorded on amounts due from the subsidiary as these have been assessed and are not material.

Key management compensation

The remuneration of Directors and other members of
key management during the year were as follows:

202t 2020
KShs'000 KShs'000

30,330
1,781,123

87t
(1.777.4611

_lgqqg

2020
KShs'000

6,178
7.868

135,900
12.961

93

144Jq8 14qEA1



t



t

CONSOLIDATED BANK OF KENYA LIMITED AND SUBSIDIARY

NOTES TO THE FINANCIAL STATEMENTS (CONNNUED)

FOR THEYEAR ENDED 31 DECEMBER 2021

42.

43.

RELATED PARTY TRANSACTI0NS (Contin ued)

Staff number

The total number of staff as at the end of the year was as follows:

Number of staff

DISNNCNON BENVEEN CURRENTAND NON.CURRENT

Ihe table below shows the distinction between cunent and non-current assets and liabilities

As at 3 1 December 202 1

Assets
Cash and balances with Central Bank of
Kenya

Balances due from banking institutions

Financial assets at amortised cost
Loans and advances to customers
other assets
Due from subsidiary
Equity instruments at fair value through
other comprehensive income

Taxation recoverable
Pro5,e6y 6n6 equipment and Right of Use

Assets
lntangible a.isets

Prepaid operating lease rentals

Total Assets

Liabilities
Deposits and balances due to banking
institutions
Balances due to Central Bank of Kenya

Customer deposits
Taxation payable

Other liabilities

Total liabilities

Net

As at 3 I December 2020

Assets
Cash and balances with Central Bank of
Kenya

Balances due ftom banking institutions

Financial assets at amortised cost
Loans and advances to customers
other assets
Due fiom subsidiary
Equity instruments at fair value through
other comprehensive income

Within 12

months
KShs'000'

893,338

400,787
3 79,1 18

2,101,480
364,909

8,354

820,000
1 1,267,589

463
s40,236

12.747.053

(8.599-06r)

Within 12

months
KShs'000'

702,185

GROUP

After 12

months
KShs'000'

2,502,693
6,442,626

1,040,188
t 43,268

6-129

10.134804

GROUP

After 12

months
KShs'000'

1,848,807
5,140,567

Total
KShs'000'

400,787
2,881,811
8,544,106

364,909

Within 12

months
KShs'000'

400,78 7

3 79,1 18

2,10 1,480
3M,909

2LL

2021

248

COMPANY
Atler 12

months
KShs'000'

2,502,693
6,442,626

1,037,506
142,231

0J29

tq$Lu5

COMPANY

After 12

months
KShs'000'

1,848,807
5,140,567

2020

256

Total
KShs'000'

893,338

400,787
2,881,811
8,544,106

364,909
2tl

6.i54

1,03 7,506

tr2,23l
qt2s

820,000
11,267,589

463
s39,93 7

12.746.754

L53?.€28

Total
KShs'000'

702,185

279,515
1,972,383
8,465,014

30s,856
7,555

893,338 893,338

8,354 8,354

4,147,986 10,134,904 14,282,890 4,148,197 10,131,185 t4,275,382

1 18,765 118,765 118,765 1 18,765

1,040,188
r43,268

6.129

820,000
11,267,589

463
540,236

Total
KShs'000'

279,515
1,972,383
8,465,014

305,876

820,000
11,267,589

463
539,937

Within 12

months
KShs'000'

279,515
123,576

3,324,447
305,856

7,555

12.747.053 t2.746.754

L8q4pa4 6.se8,ss7)

702,t85 702,185

279,515
t23,576

3,324,447
305,876

7,920
94

7,920 7,920 7,920
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Taxation recoverable
Property and equipment and Right of Use

Asseb
lntangible assets
Prepaid operating lease rentals

Total Assets

Liabilities
Deposits and balances due to banking
institutions
Balances due to Central Eank of Kenya

Customer deposits
Other liabilities

Total liabilities

Net

INCORPORATION

4,750,002 8, 133,863 12,883,865 4,757 ,537 8,128,205 t2,885,143

63,276 63,276 53,276 63,276

6,483

1,300,000
9223932
461,733

11.048.941

(0e9q,e39)

929,775
208,415

6.299

6,483

929,775
208,41s

6.299

1,300,000
9,223,932

461,733

6,483

1,300,000
9,223,932

461,43s

925,819
206,7t4

6,483

925,819
206,714

6.299

1,300,000
9,223,932

461,43s

11.048.643

r,!37J00

11.048.94r 11.048,643

1,834,924 (6,291,105)

44.

45.

46.

8,133,863 EJ28.ZI5

The Bank is domiciled and incorporated in Kenya underthe Kenyan Companies Act 2015.

CURRENCY

Ihese financial statemenb are prepared in Kenya shillings thousands (KShs'000) which is the Bank's functional and presentation
curency.

SUBSEQUENT EVENTS

Ihere were no material events after the reporting date which would require adjustments to, or disclosure in, these financial statenrents
as at the date of the approval of the financial statements.

46. COMPARATIVE FIGURES
Where necessary, comparative figures have been adjusted to conform with changes rn presentation in the cunentyear,

.t
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CONSOLIDATED BANK OF KENYA LIMITED AND SUBSIDIARY

NOIES TO THE FINANCIAL STAIEMENTS (CONNNUED)

FOR THE YEAR ENDED 3 I DECEMBER 202 1

Appendix 1

Statement of Comparison Actual and Budget:

a) StatementofFinancialPosition

Actual

3 1 December

2021

ASSETS KShs'00O

Cash and balances with Central Bank

of Kenya

Balances due ftom bankng
institutions

Financial assets at amoftised cost

Loans and advances to customeE

otier assets

Equity instruments at fair value

through other comprchensive income

Taxation recoverable

Prcperty and equipment and Right of
[Jse Assets

lntangible assets
Prepaid operating lease rentals

icTAt- AssErs

LIAEILMES AND SHAREHOLDERS'

FUNDS

LIABIIMES

Deposits and balances due to banking

institutions

Ealances due to Central Bank of Kenya

Customer deposits

Tax payable

other liabilities

TOTAL LIABILMES

SHAREHOLD€RS' FUNOS

Share capital

ReYaluation surplus

Accumulated deficit

Statutory reserve

Fairvalue reserw

TOTAL SHAREHOLDERS' FUNDS

TOTAL LIAEILMES AND

SHAREHOLDERS' FUNDS

12.7 47 .053 15.396.628 (2.649.5751 ft7.2',A1

Lower leyel of cash ratio requirement due to lower

deposits levels

Higherdue to higherlevel ofoperauons and liquidity

lncreased based on the ayailable leyel of liquidity

Reduced loans demand due to C0VID 19 disrupUons,

liquidity challenges faced in the first of the year and

capital challenges thus affecting tfte level of business the

Eankcan undeMrite.
Due to increase in mobile money balances to support

increase diglital banking usage

Based ofl the pdce fluctuauons atthe NSE

Changp in the level of right of use assets and dep.eciation

Due to the fact that the planneu rnvestment in a new corc

banking system was not rmplemented.

Lower bonowing due to improved bank liquiCity report

Higherbormwingto coverthe gap in the level ofdeposits
Due to he disruptions in business arising frcm the CoVID

19 pandemic in the first half and the capital challenges

the bank continue to face.

Due to highertar payable

Due to higher accrual and sundry creditors than eadier

budgeted

6.3% Due to higher than budgeted loss

893,368

400,787
2,881,811

8,544,106

364,909

8,354

1,040,188

743,268
6.129

u-?sn

r 18,765

820,000

I 1,267,589

463

540.236

3,7 19,530

455,606

(3,283,667)

636,882

7.486

Budget

31 December

2021

KShs'000

953,595

321,627

2,5 16,181

11,5 72,051

282,182

8,057

1,069,026

39 1,406

0,!2-e

u126.254

252 451

700,000

13,975,094

469.083

3,7 19,530

455,606

(3,089,878)

636,882

z-486

Perfurmance

Vadance

KShs'0fl)

(60,2271

73,160

365,630

(3,027,94s)

82,127

297

(28,838)

(248,138)

(133,686)

120,000

(2,707,505)

(463)

71.153

Vadance Remarks

%

(6.3%)

22.30h

14.5%

126.2%l

29.3%

3.7%

(2.7%l

(63.4%)

eJuL.3!4 (16.6%)

(53.0%)

17.70a

(19.4%)

15.2'A

(193,789)

1.535.837 1.729.626 (193.789) (ll.2"Al

14282390 1] 126,254 (2.E4:L3eil (16.6%)
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CONSOTIDAIED BANK OF KENYA TIMIIED AND SUBSIDIARY

NOIES TO IHE RNANCIAL STAIEMENTS (CONNNUED)

FOR THE YEAR ENDED 3 1 DECEMBER 202 1

Appendix 1

b) Statement of Comprehensive lncome

Actual

3 1 December

2021
KShs'000

INTERESTINCOME
t,275,325 1,471,133 (195,808) (13%)

Due to lowerthan budgeted level of advances as

a result of the subdued demand

Budget

31 December

2021
KShs'000

Performance

Variance

KShs'000

Variance Remarks

to

INIEREST EXPENSE

NET IIIIEREST INCOME

Fee and commission income

Foreign exchange trading
income

other operating income

OPERANNG INCOME

0perating expenses

Credit loss expense on loans

and advances

Credit loss expense on

balances due from banking

institutions

LOSS BEFORE TAXANON

INCOME TAX CHARGE

LOSS FOR IHE YEAR

261,s32 429,484

(559_679) (564.031) 4.352
(1%)

715,646 907,102 (191,456) (21'/")

Due to lower level of deposits and cost of funds

Due to lower level of interest income than
budget

25,926

324.023

1333,t27

(1,317,113)

(294,1s1)

(61)

(278,198)

1.323)

(299.521)

28,283

268.073

r,632,942

(1,358,807)

(223,189)

50,945

(1s.284)

3s.662

(161,952)

(2,3571

55.950

(299,815)

41,694

(70,962)

(61)

(329,143)

(6.039)

(335.183)

(38%)

(8%)

l7o/o

(11%)

(3%)

32lo

oue to reduced business activity arising from

the COVID 19 disruptions and capital

challenges

Due to reduced business activity arising from

the COVID 19 disruptions

Due to lower in recoveries from NPL

Due to prudent management of expenses

Due to higher provisions due to sligfrt
deterioration of the book due to business

disruption caused bv COVID-19.

100%

646%

40Yo

940%
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.l CONSOLIDAIED BANK OF KENYA LIMITED AND SUBSIDIARY

FORIHEYTAR ENDED 31 DECEMBER 2021

APPENDIX 2: lssUES RAISED BY fiE AUDITOR GEI{ERAL DURII{G PREVI0US YEAR

Materlal uncotainty rolatod to Solng concem

Ihe bank incrred a net loss of KShs

529,548,000(20 18 KShs 540,446,000) resulting

into a reported accumulated deficit of KShs

2,562,072,000 (2018 KShs 2,061,222,000) and

as ofthat date the bank had a regulatory capital t0

risk weighted assets ratio of t3.5o/o (20L8: Lo/ol

against a regulatory minimum required of 14.5%.

Ihe bank received KShs 1.6 billion from the maiority

shareholder on 22 October2019. Ihis amount was

applied to settle the Medium-Term Note of KShs

1.52 billion that matured on 22 July 2019 but

extended to 22 october 20 19. Ihe receipt pushed

he shareholding of l{ational Treasury to 93.4%.

Ihese conditions alongside other matters disclosed

underhe same note are indicatiye of the Bank's

inabilig to continue as a going concem.

Following the injection of capital of KShs 1.6

billion in 0ctober 2019 the board and

management put in a tumaround strategic plan

tor 2020-2022. According to this plan the

bank expected to reduce the operating loss by

over 60% and tum to month on month profit by

he fourth quarter of 2020.

Although the implementation of the plan was

disrupted by he disruptions of the COVID-19

pandemic, the bank managed to reduce the

loss aftertax by 't8% to KShs 276 from KShs

530 million in 2019.

Ihe total regulatory capital to risk weighted

assets ratio was however 9.2% (2019: 13.5%)

against a regulatory minimum ratio of 14.5%.

Ihe Board and management have put in place a

business plan whidt anticipate the bank to tum

around to profitability in 202L.Ihe bank plans to

leverage on the digital banking platform and

product innovation to increase customer numbers

and grow non funded income. Ihe Bank also plans

to significantly grow its deposits and net advances

to increase interest reyenue. Specific marketing

and promotional initiatives will be implemented to

ensurc the bank taps cheaper deposits through he
retail branch network and digital platforms and

improve both cost of tunding and liquidity.

Consolidated Bank Kenya limited, being a state

corporation, efforts will be made to onsure it taps

cheaperdeposits from state corporations and other

govemment agencies.

Raising fesh capital t0 finance growth and

maintain nealthy prudential ratios is of paramount

importance. Ihe Board is engaging $e National

Treasury and other notential shareholders to inject

additional capiral in the Bank to ensure ct mpliance

with tht: prudential capital ratios. Ihe National

Treasury, the majo'ig shareholder with 93.4%, is

committed to continue to support the Bank to meet

regulatory capital ratros and implement the 202L

tumaround
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