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TURNING
POINTS

From breakthroughs on policy bottlenecks to
market players coming together to create shared
value through innovative digital lending platforms,
2019 was shaped by turning points that will define
the banking industry's responsive course for years

to come.
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04 ANNUAL REPORT AND FINANCIAL STATEMENTS 2019 KENYA BANKERS ASSOCIATION

ABOUT KENYA
BANKERS
ASSOCIATION

BACKGROUND INFORMATION

Kenya Bankers Assocratron (KBA) was regrstered as an lndustry Assooatron on 16th July '1962 by the Regrstrar of Trade Unrons ln

tts formattve years, the marn arm of the Assocratron was to cater for the rnterests of the member banks rn negottattng terms and

condttlons of servtce of rts unronrsable employees and as far as possrble standardrze management practrces so as to ensure harmony
rn the rndustry

Over ttme, the ambrtron of the Assocratron evolved to rnclude promotrng rndustry development and economtc growth by engagtng

the government and the pnmary sector regulator, Central Bank of Kenya (CBK) Thrs KBA ambrtron was rernforced rn 2012 when the
Assocratron launched rts new brand and ambrtron statement One lndustry Transformrng Kenya

To retnforce the bankrng rndustry's abrlrty to be a pnmary drrver of the economy's development asptratton, the mandate of the
Assocratron was redeftned and enshrrned rn the KBA 2014-2018 Strategrc Plan The core focus was broadened to rnclude lobbyrng and

advocacy, and champtontng rndustry development and rnnovatron by coordrnatrng the members and partnenng wrth stakeholders on

strategrc tntttattves To support the Assocratron's new mandate, KBAs values, vrsron and mrssron were redeflned

As the umbrella body of the rnstrtutrons lrcensed and regulated by CBK wrth a current membershrp of 45 frnancral rnstrtutrons

representtng total assets rn excess of USD 37 brlLon, KBA contrnues to rernforce a reputable and professronal bankrng sector rn a brd

to best support Kenyans, who entrust therr ambrtrons and hard earned resources wrth tts member banks

KBA Core Values

Leadership, lnnovation, Knowledge and Ethics

KBA Vision
A vibrant and responsive banking industry



KBA Mission
To promote a competitive banking environment by

championing industry development through thought
leadership, research, innovation and advocacy.

ABour KENvA BANKERS ASSocrATroN / os

KBA S1ruc'turc & Govcrnancs

KBA is an association of the 45 member banks and Secretariat that is situated at

lnternational House in Nairobi. The banks constitute the Goneral Body and are

represented by their Managing Directors or Chief Executive Officers.

The KBA General Body elects a Governing Council that is comprised of a minimum of 12

CEOs who represent the members and oversee the Secr€tariats operations, programs

and budget. Mr. Joshua Oigara is the current KBA Chairman and Chair of the Governing

Council.

The KBA Secretariat has a full-time staff compliment of 16 employees who manage day

to day operations under the leadership of Chief Executive Officer, Mr. Habil Olaka.

KBA activities are managed by the Secretariat which works in consultation with the

following Committees and Sub Committees:

1. Operations & Technical Services Committee
. Clearing House Sub Committee
. National Payments Sub Committee

. credit Sub commlttee

. lslamic Finance Advisory Sub Committee

2. Bank Fraud & Risk Committee
. Bank Security Sub Committee

. Bank Forensics Sub Committee

. Bank lT Systems, Risk & Security Sub Committee

3. Legal Affairs Committee

4. Finance & Audit Committee
. Tax Sub Committee
. Financial Markets Sub Committee

5. ComplienceCommittee

6. Human Resources & Ethics Committee

7. Public Relations Committee
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Clearing House Operations

Customer Service

Cybercrime

Data-based Product
Development

F i nTech's a nd T hird -Party
lntegrations

Foreign Account Tax
Compliance Act GATCA)

FX GlobalCode

I nternational F i nancial
Reporting Standards (/FRS) 76

Security and Buslness
Resumption Planning

Sustainab/e Finance

T a x lvl atters (W ithhold i ng,
Custorn Duty, VAT, etc.)
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@ KBA REPRESENTATION ON BOARDS,
CO]f, ]UIITTEES AN D TASKFORGES

REGULATORY SECURITY

Aucti o neers Licensing Board

ICPAK Taskforce on IFRS 9 lmplementation

N ation al F ATCA T askf o rce

Ift onat Tasffiorce on AntiMoney Laundering
and @mbating Financing of Terrorism WTn

AntiMoney Laundering Advisory Board

Central Bank / Communications Authority
Computer lncident Reporting Team (CIRD

KEPSA Security Sector Board

National Counter-Terrorism Task Force

INDUSTRY STABILITY,
GROWTH &
DEVELOPMENT Judiciary's Business Court Users Committee

Kenya Deposit lnsurance Corporation Board

KEPSA Gender Sector Board

Kenya Private Sector Alliance (KEPSN Board

KEreA Public Finance Sector Board

Kenya School of Monetary Studies Board

Ministry of Lands Taskforce

National Research Fund

National Taskforce on Commodity Exchange

National Treasury Taskforce on the SME Credit
Guarantee Scheme

Capital Markets Authority Master Plan Working
Group

Court Annexed Mediation Accreditation
Committee

Credit lnformation Sharing (CIS) Kenya Board

East African Communitfs Technical Working
Group

Federation of Kenya Employers Board

Higher Education Loans Board

lnternational Chamber of Commerce (ICC)

I
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Banking (Amendment) Act, 2016

Bank Assurance (Draft)
Regulations 2018

Ba n ki ng Pen a lti es (D r aft)
Regulations 2O17

Capital Gains far

Data Protection Bill 2019

Draft Protacol to the Convention
on lntot n,tltonal /nle rcsls in

ttlobile Equipment on ltlatters
Specific to Agricultural,
Constructioit a nd lvl i n i ng
Equipment

Employment Act Bill 2019

F i na ncial ltl a r kets Bi I I 2O1 I
Financing of lvlicro, Small and
l',4 e d i u m - s i z ed En terprrses

Guidelines on Cash Deposits and
Withdrawals

Housing Fund Regulations 2O1B

lndustry Fraud and Cybercrime

lnsolvency Bill 2O18

Lands Act

Law of Contracts Bill 2019

Ittlinistry of Lands Digitization
Taskforce on Electronic Land
fransactions

-

lilobile Equipment on Matters
Specific to Agricultural,
Construction and lvlining
Equipment

lt|ov eable Pro perty Se c u r ity
Rights Act

Nationa/ Payment Systerns Act

Natlona/ Policy and Draft Bill on
the Credit Guarantee Scheme

Public Finance lrtlanagement Bill
2019

Retr os pectiv e I mpositio n of
Excise Duty and VAT

Robin Hood Tax

U ncl a i med F i n a nc i a I Assets
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KBA IVETVBERS

In addrtron to wldentng the Assocratron's scope, KBA has over the years recorded a commendable
lncrease tn membershtp. KBA proudly apprecrates the leadershrp and rnvolvement that each of the
members contrnue to lend to the Assoctatton

KBA MEMBERS AS AT 31ST DECEMBER 2019

1

2.

a

4.

tr

6

7

8.

o

10

11.

12

13.

14,

15

16.

17.

18

19

20.

21.

22

z3

Absa Bank Kenya Ltd

African Bankrng Corp Ltd

Bank of Afrrca Kenya Ltd

Bank of Baroda (K) Ltd

Bank of lndra Ltd

Crtrbank N A. Ltd

Consohdated Bank of Kenya Ltd

Co-Operatrve Bank Kenya Ltd

Credrt Bank Ltd

Development Bank (K) Ltd

DTB Kenya Ltd

DIB Bank Kenya

Dubar Bank Ltd (ln Recervershrp)

Ecobank Kenya Ltd

Equity Bank Ltd

Famrly Bank Ltd

Faulu Mrcrofinance Bank Ltd

Frrst Communlty Bank Ltd

Guaranty Trust Bank Ltd

Guardran Bank Ltd

Gulf Afrrcan Bank Ltd

Habrb Bank A.G. Zunch Ltd

HF Group Kenya Ltd

24 lmpenal Bank Ltd (ln Recervershrp)

25. l&MBankLtd

26 Jamrr Bora Bank Ltd

21 KCB Bank Kenya Ltd

28. Kenya Women Mrcrofrnance Bank Ltd

29. Mayfarr Bank Ltd

30 Mrddle East Bank (K) Ltd

31 M Onental Bank Ltd

32. Natronal Bank Ltd

33. NCBA Bank Kenya Plc

34 Paramount Unrversal Bank Ltd

35. Postbank Ltd

36 Prrme Bank Ltd

37. Rafrkr Mrcrofrnance Bank Ltd

38 SBM Bank Ltd

39 Srdran Bank Ltd

40, Sprre Bank Ltd

41. Stanbrc Bank Ltd

42 Standard Chartered Bank (K) Ltd

43. Transnatronal Bank Kenya Ltd

44 UBA Kenya Bank Ltd

45. Victorra Commercial Bank Ltd



KBA GCVERNING CCUNCIL
The KBA Governing Council is elected to represent three industry categories - large, medium-sized and small

banks - as defined by the KBA Constitution.

Governing Council Members as at Decemb€r 2019

CHAIRMAN VICE CHAIRMAN

ABOUT KENYA BANKERS ASSOCIATION 09

GERALD
wARur

Equity Bank

NASIM
DEVJI

DTB Kenya

REBECCA
MBITHI

Family Bank

OLABAYO,
VERACRUZ

Guaranty Trust
Bank

9,

JOSHUA
OIGARA

KCB Bank

DR. GIDEON
MURIUKI

Co-Operative Bank

JEREMY
AWORI

Absa Bank Kenya

MARTIN
MUGAMBI

Citibank

ABDALLA
ABDULKHALIK

Gulf African Bank

JOHN
GACHORA

NCBA Bank

KARIUKI
NGARI

Standard
Chartered

Bank Kenya

KIHARA
MAINA

l&MBank

MOEZZ,
MIR

SBM Bank

rqAAc
MWIGEPETER

MAKAU

DIB Bank Kenya
Middle East
Bank Kenya

)t
I
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KBA CCN/ M ITTEE
REPRESENTATIVES
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WAMBUI
KAGUONGO

ABC Bank

SURAJ
SHAH

DTB Kenya

PHILIP
WAMBUA

ABC Bank

GERALD
MUNYIRI

Equity Bank

GLADYS
WARIRAH

Standard
Chartered Bank

BETTY
CHUMA

Stanbic Bank

JUNE
OPIYO

Stanbic Bank

ROBLEY
NGOJE

KCB Bank

BRIAN
KOLETIT

Citibank

LABAN
OMANGI

Absa Bank

(
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BANK FRAUD AND

RISK Sub-Commlttee . '

Chat Equity Bank

(Gerald MunvirD

Vice Chair NCBA Bank

(Sichana Jalala)

Secretary Kenya

Bankers Assoclati6n

Gidelis Muia)

CLEARING HOUSE

Sub-Commlttee
,

Chat Citibankt (Brian

KoletiD

Vice Chair NCBA Bank

(Michael Mucheru)

Secretary Natlona/

Bank of Kenya (Caleb

Ogutu)

COMPLIANCE

Sub-Committec

Chair Absa Bank'

(Laban Omangi)

Vioe'Chair DlBBank

Kenya (Daisy Namavi)

s""otury /"nyu

Bankers Association

(Kennedy Mutisya)

CREDIT

Sub-Commlttee

Chair Absa Eank

(Christine Mwangi-

Marandu)

Vice Chair ABC Bank

(Boniface Kioko)

Secretary Kenya

Bankbis Assoclation

(Jared Osoro)

FINANCE AND AUDIT

Committeo

Chair Standard

Chartered Bank

(Gladys Warirah)

Vice Ctrair Middle East

Bank (Mary Gitahi)

Secretary Kenya'

Bankers Assoclatlon

(Keanedv Mutisva)

FINANCIAL MARKETS.

Sub,Committee

Chair ABC Bank (Philip

Wambua) 
.

Vice Chair Absa Bank

(Anthony Kirui)

Secretary Co-op Bank.
(Mutahe Karuoro)

HUMAN RESOURCES

AND ETHICS
t

Committee

Chat KCB Bank

Goblel Ngoje)

Vice Chair (Ms.

Wangare Gathu)

Secretary Kenya

Bankers Assocrailon

(Raimond Molenje)

IT SYSTEM RISKS

& SECURITY Sub-.

Committoe

Chair NCBA Eank

(Kab,uthia Riunge)

Vice Chair Vacant

Secretary Gulf AfricarT

Bank (Wilson l,y'aina)

LEGAL AFFAIRS

Conrmittoe

Chair Stanbic Bank
'(June 

Opiyo)

Vice Chair NCBA Bank.

Kenya (Steve Atenya)

Secretary Kenya

. BankersAssociation

(Raimoid Molenje)

NATIONAL

PAYMENTS Sub-

Corhmittec. '

Chair DTB Kenya (Suraj

Shah)

Vice Chair DIB Bank

Kenya (Mark Odoyo)t,

Secretarr/ Kenya

Bankers Assocr,ation

Gidelis Muia)
at

t.

OPERATIONS

AND TECHNICAL

Committoo

Chair DTB Kenva (Surai

'Shah)

Vice Chair DIB Bank

Kenya (Abubakar Ali)

Secretary Kehya ',
Bankers Associ6tlon

a

(Fidelis Muid ,

PUBLIC RELATIONS

Gommitteri I

Chair.stanblc Bank

(Willis Angira)

Vice Chair ABC Bank

(Wambqi Kaguango)

Seofetary Kenya

Bankers Association

(Nuru'Mugambi)

TAX Sub-Committee

Chair Stanbig Bank-

(Betty Chuma)

Vice Qhair Absa B.ank

(Peter Mungai)'

Secretary KenTa

Bankers Association

(Kennedy Mutisya)

l
t
t
I

I

a.
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V]ANAGEM ENT
PRCFILES

DR. HABIL
OLAKA

Dr. Olaka was appointed as Chief Executive Officer of the Kenya Bankers Association (KBA) in October 2010.

He rs responsrble for the strategic direction of the Association, covering industry advocacy, development

and sustainability. Previously he was the Director of Operations of the East African Development Bank

(EADB) based in Kampala after serving as the Resident Manager in Kenya. He earlier served the bank as

the Head of Risk lr,4anagement and as the Chief lnternal Auditor.

Before joining the Bank, he had been with Banque lndosuez (now Bank of Africa) as the lnternal Auditor.

He started his career at the PricewaterhouseCoopers, Nairobi in the Audit and Busrness Advisory Services

Division. He sits on a number of boards representing the KBA. These are Kenya School of lr,4onetary

Studies, Kenya Deposit lnsurance Corporation, Higher Education Loans Board, National Research Fund,

Federation of Kenya Employers, and the Anti-lr/oney Laundering Advisory Board (as alternate to KBA

Chairman). He chairs the Public Finance Sector Board of the Kenya Private Sector Alliance (KEPSA). He

also sits on the board of Centre for Corporate Governance.

He holds a Doctor of Business Administration from USIU-Africa, a First Class Honours BSc degree in

Electrical Engineering from the University of Nairobi, and an lr,4BA in Finance from the Manchester

Business School in the UK. His DBA dissertation was on the influence of strategic leadership on the

implementation of strategy in the commercial banks in Kenya.

He is a member of the lnstitute of the Certified Public Accountants of Kenya (ICPAK) and the CFA

lnstitute. He is an alumnus of the Strathmore School of Accountancy and has a good command of the

French language.

I
I
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ln his role at the Association, Nlr. lr/uia led in the modernisation of the Banking Payment Systems from

thc Automated Clearing House implementation and the Cheque Truncatron System, migration of Kenya's

Payment Cards system to the EIVV standard and the development of the Credit Information Sharing

Mechanism rn (enya (CRBs)

lVr. lvluia has represented the Banking industry in a number national initiatives like the Kenya Credit

Guarantee Scheme development with the National Economic and Social Council (NESC), the formation of

the Payments Association of Kenya among many other Government task forces and committees.

lVr. lVuia has a wide range of knowlcdge in systems development and impiementation, having worked in

both the nsurance and banklnq industnes for more than 25 years.

FIDELIS
MUIAI

NURU
MUGAMBI '

ABOI.lT KENYA BANKERS ASSOCIATION 13

Mr. Muia is the Director of Technical Services, Kenya Bankers

Association. He is responsible for the co-ordination of

industry initiatives geared towards enhancing technology and

operations for the banking industry.

He has been instrumental in implementing projects that

resulted in the modernization of the National Payment

systems, having been involved in the development of the

first two Central Bank of Kenya's National Payment Systems

Strategies, and the formulation and drafting of The National

Payments Systems AcI2012 and its regulations.

lVs. lVugambi has been the Director of Public Affairs and

lead on the Sustarnable Finance lnitiative since April 20'12.

She has wide experience in the banking industry, having

served as spokesperson and head of corporate and investor

relations at Barclays. Previously, she has held management

roles supporting Fortune 1OO companies in the U.S., including

fast moving consumer goods, telecommunications, forest

products and healthcare companies. She has spearheaded

several strategic KBA initiatives, including designing the

Kenya Green Bond Program which saw Kenya become the

first country in East and Central Africa to raise a corporate

green bond.

Her contributions towards policy formulation have led the banking industry towards adopting numerous

progressive practices, particularly rn the areas of Sustainable Finance. For her contributions, she was

awarded the Fellow of the Kenya lnstitute of Bankers (FKIB) designation in 2015, becoming one of

the youngest women bankers to earn the prestigious designation. She was recognized in 2016 by the

Ersenhower Fellowshtps program and U.S. President Barack Obama as an emerging African leader.

Winner of the Africa Sustainabilrty Leadership Award (2013); and CEO lVagazine's Most lnfluential Woman

in Africa - Finalist (2013), Nuru has served on the statutory Judiciary lr,4edration Accreditation Committee

and is currently a member of the National Treasury Taskforce on the StVE Credit Guarantee Scheme. She

is a founding member of the Kenya Chapter of Graca lVachel's New Faces/New Voices Pan African network

that promotes womens'economic empowerment. She graduated with honors in Business Administration

from Kennesaw State University (Ga.); and has an Executive IVBA degree in Strategy from Georgia State

University, Atlanta.

I
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KENNEDY
MUTISYA '

N,4r. N.4utisya was appointed to the position of Chief Finance

Officer in December 2012. He is a seasoned professional

with 20 years of experience rotating through multiple roles

within the finance function in East Africa company controlling,

project finance, treasury, financial planning and analysis.

I

ln hrs career he has worked in various industrjes, including

banking, telecommunication, fast-moving consumer goods

(FwCG) and insurance. He has held various positrons,

most recently Finance lr,zlanager at the lr,4onarch Group of

companies.

He earned a Bachelor of Arts degree in Economics and

Business Studies from Kenyatta University, and is a member

of the lnstitute of Certified Public Accountants of Kenya

(ICPAK),

-

JARED
osoRo

Mr. Osoro was appointed in January 2013. He has over 15 years'

experience as a practicing economist in the financial sector.

Before his current appointment, he served as Bank Economist

for the East African Development Bank, a position he held for

more than 10 years. His professional interest is in the areas of

lnternational Macroeconomrcs, Financial Economics, Economrc

Policy and lr/odeling, and Development/Project Financing

Economics. Attesting to this interest, he has published numerous

essays for a technical audience as well as for a wider readership.

He holds a N.4aster of Science Degree in Economics from the

University of Zimbabwe and a Bachelor's Degree in Economics

from the University of Nairobi, and has received post-graduate

training in Project Financing Economics from Bradford University
(United Kingdom), and Development Evaluation Economics from

World Bank and Carleton University (Canada).

Mr. Raimond Molenje joined Kenya Bankers Association in August

2O1B as Head of Legal, Human Resources and lndustrial Relations.

He has over 15 years'experience in the dual areas of legal practice

and human capital advrsory, having worked as a practicing

advocate, corporate in-house Legal Counsel at a government

parastatal, and in several legal, HR and labour relations roles. He

most recently served as HR Advisor at De La Rue Currency and

Security Print.

Prior to that he was Legal lvlanager at Federation of Kenya

Employers (FKE) before joining Equity Bank Group as HR

lr.4anager, Employee Relations. Molenje is an Advocate of the High

Court of Kenya, Commissioner for Oaths and Notary Public. He

is passionate about training and capacity building and as such

serves as Board lr.4ember and Lecturer at the College of Human

Resources Management.

{

a

RAIMOND
MOLENJE

He is also a Board Member with: Auctioneers and Licensing Board as well as lr/ediation Accreditation Committee of the Judiciary.

He is a practicing member with both Law Society of Kenya (LSK) and lnstitute of Human Resource lrz'tanagement (IHRM). He holds a

Bachelor of Laws (LL.B) degree from the University of Nairobi, and Postgraduate Diplomas in Law from the Kenya School of Law; and

lnternataonal Human Resource Management from Cambridge International College, UK.

Chief Finance Officer
Director of Research and Policy, and the Director of the
KBA Centre for Research on Financial Markets and Policy

\ I
Head of Legal, Human Resources and lndustrial
Relations

\
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I

26th.$ay !O20

. THE CHIEF D(ECUTIVEOFFICERS

OF KBA MEMBER BANKS

bear Sirs/Mesdames,
I

,-. ..

xoirce oF THE sb* *rxut! cENERAL MEETINo ro BE HEL,D oN rHunsDAy 2srH JUNE'2oito FRoM

2:30PM (Vlrtuclly - Teame Link)

,Notice is hereby'$ven that the 58'h Annual Genelal Meetirig of lGnya Bankers Association will be held 9n.t
Thursday 25BJune ZOZO,ti6n 2:3Op.m, virtually through Teams platform., .,:
AGENDA

i
2.

4.

5.

7.

8.

Constitution of the Meetin'g and adoption of .the Agenda.

Conflrmation of mirotes of the sin Rnnual General Meeting h6h on 276 ..tune 2019. ;
Motters arising from the minutes of the 57h Annual General Meeting.

' Adoption of the Chairm.an s Repilrt. . i

tpsi upa.t".
Consideration of the Audjted Financial Statements for the financial y..r.hd.d 31{ Deeember 2019.l.

Election of Members of the KBA Governing Council.

'Any Other Business.

Yours Faithfully,

Atll*+r

\

Dr. Habil Olaka

Ctiief Elocutive Oflicer

I
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CF]AIRN/AN'S
MESSAGE

tilESSAGE FRoM THE CHAIRMAN ,/ l

Responsive lending underpinned the banking

industry's trajectory in 2019; the year 2O2O

presents us with unique challenges which will

require a collaborative approach to create value

for the economy through policy interventions

and customer-centric initiatives.

Joshua Oigara

Chairman

The year 2019 will undoubtedly be

considered a significant turning point

in the recent annals of Kenyas banking

industry. lt was the year of landmark

customer-centric initiatives, as well as,

far-reaching changes in the regulatory

space. ln addition,2019 saw the industry

commendably maintain its resilience path

which ultimately culminated in success,

considering the market dynamics that
prevailed during the business period.

At the year's onset, for example, the

macro-economic environment was still

reeling in hampered overall groMh -
largely associated with the Banking

Amendment Act Q016), particularly from

the perspective of credit access for the

important micro-level groMh drivers

of the economy. The situation called

for further operational and strategic

realignments to meet the emerging

regulatory and market needs.

It was, thus, plausible that the industry

developed a raft of innovative

solutions intended to reinvigorate

growth, acknowledging the important

interdependence between the welfare

of small enterprises and the overall

performance of the economy. This

deliberate focus became the industry's

overriding and consistent determination

for the year.

ln this light, the industry pooled its

synergies together and continued to
initiate novel digital lending solutions

targeted at enhancing enterprise growth

and deepening financial inclusion. On

this note, I gratefully acknowledge all

our member banks for the efforts, which

continued to hoist Kenya's flag high

above our regional peers in the area of

digital finance. I am firmly convinced that

this impressive trend-setting scorecard

informed the hosting in Kenya of the

lnaugural Afro-Asia Fintech Festival that

was held in Nairobi in July,2019. Besides

providing a great networking opportunity

with global and local thought leaders, the

festival facilitated the sharing of insights

on ways of nurturing Fintech ecosystems

in Kenya and beyond. lt was encouraging

to see banks sponsor the event and

showcase the industry! ground-breaking

innovations.
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KBA Chatrman Mr. Joshua Oigara (centre), Vice Charman Mr. John
Gachora (left) and CEO Dr. Habil Olaka during the 2018 Annual
General Meeting.

L R: Kenya Associalion of Manufactures Vice Chafman Mr. Mucats

Kunyiha, Gulf African Bank Managing Diector and KBA Covernng
Counctl member Mr. Abdalla Abdulkhalik. Office of the President SME

Advisor l\4s. Anne Mutahi and Parhamentary Caucus on SDGS and
Euslness Charr Hon Gideon Ochanda in a panel discussrcn during the
iaunch of the Association's 2019-2023 Strategic Plan.

I

ln the regulatory arena, the year 2019

marked the repeal of the Banking

Amendment Act, a move that was

facilitated by the introduction of the

Finance Bill 2019. A significant mrlestone

triggered by the advocacy initiatives

conducted by the Kenya Bankers

Association, the development heralded

a new era of responsive and responsible

banking. I am happy to note that the

industry has continued to work with

customers with an alm to facilitate

access to affordable credit and enhance

customer satisfaction.

Notably, these efforts resonate with

the industry's Strategic Plan for the

for the period 2019 to 2023, whose

objectives include deepening financial

inclusion by facilitating affordable

banking services through tech-driven

innovations and enhanced operational

efficiency in the sector. Banks' initiatives

have also sought to meet the regulatory

requirements outlined by the Central

Bank of Kenya (CBK) Banking Sector

Charter, particularly on the adoption

of customer-centric business models;

risk-based credit pricing; transparency,

as well as, information disclosure; and

entrenchment of ethical culture.

PROMOTING ENTERPRISE

DEVELOPMENT

The importance of lvlicro, Small and

Medium-sized Enterprises (lVSMEs)

cannot be gainsaid. Since MSMEs are

inalienable catalysts of growth, the

banking industry continued to support

the enterprises throughout 2019-
despite policy bottlenecks. Recognising

that small businesses contribute an

estimated 40 percent to the National

Gross Domestic Product, and create

more than 70 percent of employment,

underlines the need to continue exploring

ways of further supporting enterprises

towards promoting sustainable economic

development.

To this end, the industry has rolled out

a wide range of products designed

to meet the unique needs of lVSN,4Es.

These include the Stawi product that
was developed by four of our member

banks. Similarly, in conjunction with

promoting industry efforts on enterprise

development, KBA held the inaugural

lnua Biashara Day which was officiated

by His Excellency President Uhuru

Kenyatta. The event was attended

by approximately 4,000 participants

cuttang across the MSME sector and

our stakeholders, including industry

associations, the Kenya Chamber of

Commerce and lndustry, the Government

and development finance agencies.

The MSME showcase was a first for the

banking industry. The forum highlighted

the industry's unity of purpose with

regard to in building the value proposition

for the business community. lt was a

great success and we look forward to
hosting more such fora.

SHOWCASING INDUSTRY VALUE

PROPOSITION

ln a bid to showcase how banks

create shared value and bolster KBA's

lobbying and advocacy agenda, the

industry unveiled various reports that
tracked our sector's contribution to the

economy. These reports included the

Total Tax Contribution Report, which

was published by KBA in partnership

with PwC. The survey provided valuable

insights about the role the industry plays

in mobilizing tax revenue for economic

development. From the responses of 38

banks, we were able to establish that the

industry contributed excess of KSh.10B

billion in 2011 and KSh. 99 billion in 2018,

including through corporation tax, VAT,
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Mr Ogara speaks duting the naugural KBA lnua BEShara Day SME showcase. The event was presided over by H.E President Uhuru Kenyatta and
attended by Ministry of Agriculture, Ltvestock, Fisheries and Cooperatives Cabinet Secretary Hon. Peter Munya, Central Bank of Kenya Covernor Dr.

Patrrck Njoroge, Head of Public Service Dr Joseph Kinyua and US Ambassador to Kenya Mr. Kyle Mccarter. among others.

5

withholding tax and PAYE. This is a tremendous contribution to

the fiscal budget. I have no doubt that this report will continue

to enrich and rernforce discourse on the sector's relevance to

the economy and inform tax policy frameworks moving forward.

Set to be published for the next three years, the report will

certainly augment KBA's and member banks' knowledge base

in engagements with diverse stakeholders from a fact-based

perspective.

Similarly, KBA released the Kenya Banking lndustry Shared

Value Report which revealed that banks contributed

approximately KSh.2l billion an Corporate Social Responsibility
(CSR) in 2O18 and about KSh. 6.7 billion in the last three years.

Among the top-ranking social investment areas for banks

include: Education, Health and Environment. The report was

launched by the KBA Governing Council in Parliament during

an open day event convened by the Kenya Parliamentary

Caucus on Sustainable Development Goals (SDGs). The

findings of the study continue to aid the Association's advocacy

efforts in ensuring parliamentarians remain alive to the fact

that the industry is creating long-term value for society and

the environment.

ln addition, KBA unveiled the State of the Banking lndustry

Report. The research, with key findings that were underpinned

by an assessment covering 15 years of industry performance,

sought to contribute towards the understanding of the banking

industry in a comprehensive manner that also addresses our

various external stakeholders. The report analyses aspects

of the market including policy and regulation, business

environment and stakeholder expectations, recognising the

extent to whlch they are linked. To be published annually,

the report will continue to offer insaghts on the significance

of regulatory and market developments on banking sector

performance.

Our lobbying efforts are only as strong as the proof points we

are able to provide the KBA Secretariat team. The Secretariat

team will continue to engage in research-based advocacy,

and we encourage all members to provide information

when called upon to do so. We thank the member banks for

supporting these efforts which ultimately ensure industry

growth and development.

RESPONSE TO THE GLOBAL PANDEMIC

As we look forward to the year 2O2O, we already have seen

signs that the year will be another extra ordinary year for the

industry. I believe the Coronavirus pandemrc (COVID-19) is

one of our greatest challenges of the 21s Century.

l'm proud of how KBA has quickly partnered with the Central

Bank of Kenya to develop policy interventions and align to

support all our industry staff, customers and stakeholders.

While its early days, we already see the Kenyan spirit of
umoja coming through. So much of our world has changed

in a very short trme but what remains constant is that which

makes us Kenyans: we smile in the face of adversity, and we

do not hesitate to help when called upon. Banks and bankers

have been stepping up to support the national effort during

this health crisis. As an industry, we have been educating

our stakeholders through the Komesha Corona campargn

and KBA Go Digital Banking campaagn. We also committed

to raise KSh. 1 billion for the National COVID-19 Emergency

Fund, which was established by His Excellency President

Kenyatta and is overseen by stakeholders representing the

private sector.

I am deeply thankful to all the CEOs who have stepped up

and answered the call. So far, we have been able to raise

approximately KSh. 1.7 billion for the COVID-l9 Fund.
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Participants visit exhrbltron booths set up by banks during the
lnua Biashara Day organised by the Assoctation. Close to 30
banks displayed SME products at the event.

I

stowi

We sincerely thank all the banks for their contributions. We

know more donations are coming in and we welcome members

to continue supporting the national effort. Banks have also gone

above and beyond the call of duty to work with their clients

to cushion them from the adverse effects of the pandemic.

Estimates from Central Bank indicate that within the first 2

months of the first COVID case in Kenya, banks had restructured

more than KSh. 82 billion worth of facilities This is quite

commendable, and we encourage the members to continue to

work with their clients, together we will win!

APPRECIATION

As I conclude, I would like to note that the theme for this annual

report, Turning Points, signals changes in the sector regarding

regulatory shifts that occurred in 2019. lt is also a rallying call

for the industry to ponder the bearing of COVID-19 on existing

business models. The Association through the Secretariat

supported by the KBA Governing Council will continue to

advocate for policies that will facilitate a conducive environment

for banks to thrive.

Let me take this opportunity to appreciate the Vjce Chairman,

Mr. John Gachora, for always being available to provide guidance

on industry policy matters. I thank the entire KBA Governing

Council for their commitment and support which greatly helped

the industry navigate challenges in 2019. On behalf of the

Council, I thank all the member bank CEOs for their leadership

and support of KBA activities.

Finally, I recognise the efforts by the KBA Secretariat, led

by Dr. Habil Olaka, particularly with regard to supporting

our member banks. lt is encouraging that the industry has

established continuing engagements and improved relations

with stakeholders such as the National Treasury, Central Bank of

Kenya, Capital Markets Authority, Retirement Benefit Authority,

the Kenya National Chamber of Commerce and lndustry, among

other stakeholders.

I firmly believe that together, we will maximize the opportunities

and overcome the global health crisis and other challenges that

face us in 2020. Stay safe, and God bless you all.

bqjo
Joshua Oigara

Chairman
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CEO'S MESSAGE

Dr Habil Olaka

Chief Executive Officer

FINANCIAL HIGHLIGHTS

Unfavourable and difficult business

environment in the economy and

particularly within the banking sector

continued to persist. The interest rate

cap law regime has been prevalent over

11 months of the year. The unintended

consequences of the law continued to

limit credit access to the SME sector

leading to reduced lending opportunities

for the Banking sector.

To mitigate against the harsh operating

business environment, the Assocration

upscaled activities linked to lobbying

and advocacy, as well as, targeted

communication to influence positive

outcomes as outlined in this report.

Following realization of the foregoing

garns, we expect a better working

business environment, and this should

present more business opportunities for

the sector to grow.

For the Association to undertake its

activities and fund earmarked programs

as budgeted, member banks contributed

funding to the Association in form of

subscription fees. During the financial

year 2019, total income generated by

the KBA Group is KSh. 430.55 million

in comparison to KSh. 378.74 million

generated in the FY 2018. The increase in

total income represents a 13.67 percent

increase from the previous year and is

attributed to an increase in subscription

fees purposed to fund increased level of

activities.

CHIEF EXECUTIVE OFFICER'S REPORT ,' 21

The Association has made progress

to broaden its income streams by

introducing new service offerings that

are provided at a fee. The subsidiary, IPSL

has made steady growth in increasing

the transaction base for the users of its

PesaLink platform (see IPSL report).

ln 2019, IPSL focus was directed to
expand its income stream base from

P2P income to other sources such as

aggregator fees and bulk transaction

fees. As a result of adopting this strategy,

the total income for the year posted

an increase of 78.6'1 percent closing at

KSh. 2790 million in comparison to KSh.

15.62 million earned in the year 2018,

The usage of Pesalink has witnessed a

significant increase by bank customers

and we expect that this trend will be

sustained rn the comrng years as various

initiatives are implemented by IPSL

Board of Directors and the Management.

KBA Group expenditure allocation for

the year is mainly distributed to fund

Administrative expenses (KSh. 324.12

million); Projects (KSh. 224.69 million);

Establishment (KSh. '14308 million); and

Finance costs (KSh. 6474 million). lt is

worthy to note that the level of activities

in the year were heightened as compared

to the previous year which resulted in a

cost increase by 8.3 percent compared to
FY 2018.

A summary of both the revenue

distribution and expenditure utilization

for the KBA Group for the year is outlined

as illustrated on the next page.
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REVENUE DISTRIBUTION

82%

11%

CONSOLIDATED EXPENDITURE OF KBA AND IPSL

Project Related Expenditure

Administrative Expenses

Estahlishment Expenses

Finance Expenses

Total Expendlture

KBA ACTIVITIES

POLICY ENGAGEMENT

KBA continues to lead on key policy engagements on behalf of

the banking industry and broader financial servrces sector. These

include with the Ministry of Lands' Digitization Workforce that

is mandated to develop regulations to facilitate the digitization

of the land registry. The project will see property registration at

the Nairobi registry reduce from 73 working days to 12 working

days. KBA is also engaging the Ministry to ease the transfer of

mortgages. Other regulations include the lnsolvency Bill and

Regulations 2O18, Law of Contracts Bill 2019, Bancassurance

(Draft) Regulations 20.18, Unclaimed Financial Assets, Data

Protection Bill 2019, Employment Act Bill 2019, Public Frnance

Management Ball 2019, and Financial Markets Conduct Bill 2018.

ln line with the Affordable Housrng pillar of the national Big Four

(
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f Subscription Fees (82%)

! other lncomb (11%)

! Entrance.Fees(4%)

! Switch lncome (ISPL) (2%)
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224,692,431

324,115,394

143,080,571

6/+140,119

757,2129:t15

, 169,191,362

317,831,624

136,298,Q94

75,659I18

698,98OJ98
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Agenda, KBA participated in the review of the Housing Fund

Regulations 2018. KBA also engages with the National Treasury

on Fiscal Budget submissions.

LEGAL AFFAIRS

KBA continued to successfully represent the banking industry's

collective challenges arising from diverse legislative and

regulatory bodies. During the period, KBA successfully petitioned

the Courts in the following court cases:

. Petition against the Next of Kin law requiring the

maintenance of next of kin details for all customers with

KSh.. 1 million penalty for each account in violation;

i
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KSh
31.12.18

KSh
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L-R: KBA Research and Policy Director Mr. Jared Osoto: World Bank

Financial Sector Consu/tant Ms. Leah Kiwara; FSD Kenya Head of
Regulation Mr. Gitau Mburu; and KBA Head of Legal, HR and lndustrial

Relations Mr. Raimond Molenje after a consultative meeting on the

collateral reEstry survey.

L-R: ACI Financial Markets Authority of Kenya Treasurer Mr. Edwin

Tekere. outgoing Vice President Mr. Martin Runo, Chatperson MS

Mutahe Karuoro. KBA CEO Dr. Habil Olaka and KBA Chief Finance

Officer Mr. Kennedy Mutisya during the signing of an MOU aimed at
promoting development in the financial markets.

Petition against the law barring the current industry best

practice on withdrawal and deposit control measures

aimed at curbing money laundering; and

Petition by Boniface Oduor leading to the declaration of

the interest rate capping law as unconstitutional in March

2019.

Other petitions that were ongoing included the challenge to the

retrospective imposition of Excise Duty on bank charges; and

the petition to allow payment and processing of Stamp Duty on

the iTax system without the conditional requirement of payment

of Capital Gains Tax. ln all these cases, KBA works to ensure

that the legal rights of banks are protected while recognizing

the concerns of our external stakeholders.

INDUSTRIAL RELATIONS

KBA successfully negotiated the Collective Bargaining

Agreement for all unionisable staff within the lndustry for

the two-year period 2019-2021 with the Banking lnsurance

and Finance Union (BIFU), leading to enhanced benefits and

conditions of employment for all unionisable staff in the industry.

We are proud of our long history that spans over two decades

of fostering harmonious industrial relations with no single

collective dispute registered between KBA and the Union.

CLEARING HOUSE OPERATIONS

KBA owns and operates the Automated Clearing House in

conjunction with the Central Bank of Kenya. During the year, the

Clearing House operations saw marked improvement through

various efficiency projects. Automated direct debit processtng

was introduced with a view to reduce the turnaround time for

direct debits mandate processing from 14 days to 4 days. The

migration of the Domestic Foreign Currency Clearing aligning the

clearing cycle to the local currency cycle was also successfully

implemented. The Automated Clearing House Sub-Committee

carried out successful scenario testing at the disaster recovery

site; and hosted a refresher training on clearing processes and

procedures, as well as, the KBA dispute arbitration process. The

year closed with KBA Associate Member Micro Finance Banks

directly accessing the Clearing House.

CURRENCY CENTRES

KBA in partnership with Central Bank of Kenya has commenced

the establishment of the Kisii Currency Center which will

be hosted by Absa. KBA continues to partner with CBK on

maintaining currency centers in Meru, Nyeri and Nakuru and

refurbished the centers during the year. KBA members have

been instrumental in supporting the centers, enhancing cash

management efficiency in the regions. KBA in coniunction with

the CBK Currency Department also conducted trainings for

banks'currency staff in Nairobi, Mombasa, Nyeri and Meru.
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Dr. Olaka interacts with some af the Members of Parliament that attended the forum where the Banking lndustry Shared Value Report was launched at
Parliament buildings.

CYBERSECURITY AND INDUSTRY RISK MITIGATION
The Communications Authority of Kenya and KBA are working

to establish a sector-wide framework to combat Cybersecurity

threats and a sector Network Security Operations Control

strategy is being considered. Meanwhile, KBA is championing

a standardized incident reporting framework. The Association

continues to engage in best practice sharing towards

supporting industry capacity to mitigate system risk. Recent

engagements include a study tour to Nigeria to study the

country's risk mitigation practices. Nigeria has in place a system

which centrally stores biometric identification and authorized

signatories. As a strategy to contain fraud, this system is shared

across all commercial banks' agents to facilitate real-time KYC

checks before a transaction is processed. The findings of the

visit will inform a Technical Working Group on Shared KYC, a

project that has been supported by the KBA Governing Council.

MOVABLE COLLATERAL REGISTRY

The online moveable collateral registry was established to
facilitate access to credit from financial institutions by use

of one's moveable assets such as motor vehicles, livestock

and household items. The registry enables online searches,

registrations, and amendments or cancellation of notices through

the e-Citizen platform. As of the end of January 2019, there were

183,487 loans registered with assets worth KSh. 3.65 trillion and

more than 13,000 searches were conducted since the launch

of the registry in lVay 20'17 KBA, FSD Kenya and World Bank

conducted a user assessment survey for the Collateral Registry

stakeholders, including all banks. The report was submitted to

the Attorney General's Office towards improving on the system

which helps to stimulate access to credit.
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Participants n the two-day Data and Product Develapment workshop that was attended by more than 30 senrcr bank managers.
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Bankng lnsurance and Fnance Union (Kenya) and KBA member banks management durng the sgntng of a Collective Bargainng Agreement (CBA) for the period

between l,t March 2019 to 28tt' February 2020. The CBA provided for a 6 percent salary increase for the uniontsable employees and improved benefits including medical

care, house, leave, and shtft work allowances.

CUSTOMER SERVICE

KBA in con.junction with the lnstitute of Customer

Service carried out a survey to gain insights on

sentiments from bank customers. More than

11 thousand responses were received by the

Association and the results of the survey were

released. Overall, banks were rated by the banking

public as having improved in the area of customer

service and user experience. The banking public

also valued industry efforts to enhance digital

banking platforms, with an emphasis on mobile

banking.

L-R: Standard Chartered Bank client Experience Head

Ms. Diane Kortr, KCB Chief Operating Officer Mr. Samuel

Makome, Credit Bank CEO Ms Betty Korr, Equty Bank

Customer Care Manager Ms. Susan Wakonyo and KBA

Communications and Public Affairs Drector Ms. Nuru

Mugambi during the Nesentatrcn of certificates to
banks recogn$ed lor customer service excellence in

2019. Equtty Bank, Standard Chartered Bank and Credit

emerged top overall, respectively.

CAPACITY BUILDING

During the year, KBA facilitated numerous capacity building workshops

for the member banks, the topics covered include IFRS 16 and the FX

Global Code. KBA partnered with FSD-Kenya to host a two-day training

on data analytics. The "Data and the Future of Finance" training centred

on the demand-side data, supply-side data and real economy data that

banks can utilise to create innovative market strategies and design

more relevant products that address the unmet needs of consumers.

KBA also continues to support the Leading Women in Banking and

Finance initiative which aims to promote diversity at senior levels within

the industry.

Dr. Habil Olaka

Chief Executive Officer
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th,lt law prals dt Nen by compcltttoti has ,ncrcascd coDVCrrencc fol customc/s
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REPORT ON
INTEGRATED
PAYN/ENTS SERVICES
LIMITED (PESALINK)

/PSL CEO Agnes Gathatya was a panellst n a farum hosted by f\'4etta

on payment secuiltl Durlng the session, Ms Cathaiya shared her

nsights an the rale different players n the payments space p/ay

n the diEtal ecasystem; ways ta detect and respond to fraud, and

building customer trust with secure frictronless payments.

REPORI ON KENYA INTERPARTICIPANT IRANSACTION SWITCH (PESALINK) 29

At the time of PesaLink's launch, there were less than 10 instant

payment switches globally. Today there aTe over 48, with about

16 more in development across the world. lndeed, Real-Time

Payments, lnstant Payments, Faster Payments or whatever we

choose to call them. are the future of financial services. These

implementations provide a shared payment infrastructure that

facilitates financial inclusion, help drive digital transformation

init atives, reduce transaction cost and provide immediate value

into bank accounts.

Unlike traditional inter-bank transfers which involve batch

processing of transactions, 2-3 business days for settlement

and deferred value into beneficiary's account, PesaLink provides

a competitive advantage for bank customers, merchants and

corporates for real-time transfer, within seconds, at a low fee,

immediate value and same-day settlement capabilities. This has

continued to be an exciting reality for 3.5 million Kenyans already

subscribed to the services.

ln 2019, we continued to focus on 3 main pillars:

. Building trust and confidence in all our stakeholders

. lncreasing customer awareness

. Securing the ecosystem

DTB Managing Drcctor and KBA Governng Councl Member Ms Nasm Dery when she wstted the PesaLnk boath

dutnq |he Afio-AsE fntPch lcsltral

The biggest revolution in the global payments industry in the last

decade has probably been the advent of Real-Time Payments.

The banking industry in Kenya has not been left out on this

journey. ln 201-7, lf,e industry, under the auspices of the Kenya

Bankers Association launched a Real-Time Payment platform for

the entire banking industry called PesaLink.
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SERVICE AND PRODUCT INNOVATION

Pesalrnk contrnued to tnvest rn our people and systems wtth

product and technology rnnovattons whrch saw the contrnued

rmprovement rn the Pesalrnk customer lourney as well as

performance of the servrce Some of our mrlestones rn 20i9
rnclude

1 Transfer Advtce (Recerpt) to both sender and recetver as a

payment confrrmatron downloadable rn PDF format

2 lnstant notrftcatron for successful transacttons

3 Supportrng banks to tmprove on therr rnternal processes by

provrdrng a transactton portal to vtew transacttons on|ne
real-tlme

One of the value addrtrons was the abrlrty for customers to ltnk

up to 5 drfferent bank accounts rn 5 drfferent banks usrng therr

mobtle number makrng rt conventent for them to transfer funds

The largest growth area has been the uptake of the servrce by

merchants collectrng payments vra PesaLrnk and drrectly rnto

therr preferred busrness accounts at no extra cost Thrs greatly

reduces therr costs of dorng busrness and they are able to
recerve value rnstantly to purchase stocks, bustness expenses

etc Thrs rs an area that we are keen on growrng rn 2O2O

The year also saw a 75% growth tn transactton processrng when

compared to 2018 The most popular component of the servrce

has been P2P accountrng for BO% and the other 20% berng

drrven by merchants and partner aggregators of payments

The year also saw a15% growth
in transaction processing when
compared to 2018.

SECURITY

Cyber securrty conttnues to be a vrtal functron rn our busrness

and as a custodran of a crrtrcal platform for the Kenya's bankrng

tndustry, we contrnue to put measures rn place to ensure that

our eco-system rs secure from cybersecurrty rrsks and attacks

ln 2019, we carrred out another round of lT Securrty audrts on all

our partners rn order to ensure that all players tn the ecosystem

marntarn a mrnrmum-securrty threshold to securely offer lnstant
payments rn thetr envrronments whlle also ensurrng that they do

not rntroduce vulnerabrlrty to other players

We all emerged more secure from thts ngorous process as any

tdentrfred gaps were qurckly remedrated Fully understandrng

how dynamrc cybersecurrty threats are, we sublect our systems

at PesaLrnk to vulnerabrlrty scans and penetratton testtng

throughout the year and use the frndrngs to further harden

our envrronment and deploy technologtes that allow us to

monrtor transactrons 2417 Ths fltness-check has been an

ongorng exeTcrse to contrnually ensure confrdence and trust
rn the ecosystem as well as the tnteglty of transactrons by all

stakeholders

OPTIMIZATION AND EFFICIENCY

To ensure rmproved operatronal eff rcrency tn processrng

PesaLrnk transactrons across banks, we developed and

crrculated mrnrmum technology and operatronal standards and

the level of complance by banks have been rmpressrve whrle

others are the advanced stage of opttmtztng thetr technology

stack Banks have also adopted Pesalrnk for processrng bulk

transactrons and enhancrng operatronal effrcrency at the back

end of banks

CUSTOMER AWARENESS AND SATISFACTION

ln the year 2019, we carrred out vanous tnrttattves targettng

both P2P and banks rn an effort to burld confrdence and drrve

usage of the servrce We ran marketrng campargns on all medra

rncludrng several radro stattons and televrsron ln addrtron, we

also put out drfferent communtcatton on valous dlgrtal channels

Thrs saw an rncrease rn usage evrdenced by a 7B% growth tn

value successfully dehvered and a 6350% growth rn number of

transactrons as compared to 2018 Meanwhlle, 3O-days -actrve

users grew by 4340%

PesaLrnk also partnered wrth the Eastlergh Dtstnct Bustness

Assocratron and 9 banks wrth branches rs Eastlergh to educate

rts membershrp on the advantages of gorng cashless Thrs

very successful campargn saw PesaLrnk and EDBA host jotnt

townhalls and our agents vtstt merchants door to door on an

educatron campargn that armed to take the war on cash head on.

Another rnrtratrve armed at provrdlng tnstght tnto our customers

was the rntroductron of a real ttme Net Promoter Score (NPS)

survey Customers who completed Pesalrnk transacttons were

polled on therr user expenence Our average score for the 6

months of the survey rs 61% fhe overall results have then been

drstrrbuted wrth each bank recervrng tts rndtvtdual score and

customer feedback We have used thrs data to burld a plan for

rmproved customer Journeys wrth each bank that we are now tn

the process of workrng wtth the banks to rmplement We rntend

to contrnue wrth these tnttratrves tn the year 2O2O for grealer

rmpact

OUTLOOK FOR 2O2O

fhe 2O2O rs srgnrfrcant for PesaLrnk Vanous tntttatrves and

rmprovement strategres are rn the plpelrne to posrtton PesaLrnk

as a shared servrce platform for the entrre bankrng rndustry

through whrch drgrtal transformatron tnrtlattves of banks can be

accelerated at a reduced cost and rmproved effrcrency wrth an

expected output for banks whrch rncludes, hrgh revenue stream,

better customer satrsfactton, hrgher velocrty of money wrthrn the

ecosystem and rmproved operatronal effrcrency

We look forward to greater performance rn the days ahead
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OPERATING ECONOMIC ENVIRONMENT

Ihe KBA Centre for Research on Pol cy and Financial N4arkets'' contrnued to support the banking industry's strategic policy

engagement through its analytical work on various market and polrcy dynamics. With the operating environment as demonstrably

inclined towards rnore regulation of the banking rndustry, the Centre spearheaded the KBA research agenda towards modalities of

navigating the rnarket in a manner that can allow an effrcient accomplishment of the intermediation mandate of banks.

The regulated intercst rates regime that had been rn place for nearly three years the Banking (Amendment) Act having been

enacted rn 20'16 came to an end with the repeal of the capping law rn November 2019. On the back of dwindling growth in credit to

the p|vate sector that was largcly attlbltted to the interest rate controls, the economy's growth was driven basically by Government

f scal programmes

Whcreas the nracrocconomic condrtrons as seen in rnflatron and forergn exchange trends were largely stable, the N/onetary

Policy Cornnrrttee (tv4PC) of the Ccntral Bank of Kenya (CBK) remained vigilant. leaning towards more accommodation. The tv4PC

acknowledged the impairment of its policy franrework by the interest rates regulation and was evidently sanguine of its efficacy soon

after the repeal of the Banking (Amendment) Act to remove the caps as demonstrated rn rts signal of lowering the Central Bank Rate

(CBR) n its last dccrsrort of 2019.
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RESEARCH AND POLICY ENGAGEMENT

i. The 8'h Annual KBA Banking Research Conference
The KBA Centre for Research on Financial lr,4arkets and

Policy successfully hosted the B'h Annual KBA Banking

Research Conference on September 'l2th and 13h, 2019.

The Research Conference is the Centre's a flagship event

through which ideas and insights in areas of interest to the

banking industry are facilitated.

_)

ML Joshua Atgara, DIB Kenya CEO i.4r Peter Makau and HF Group CEO l',4r Robert Kbaara duilng the 8" Annual Research Conference

The theme of the Conference was: "Banking lndustry
Growth and Stability Dynamics - Market Power,

Financial Technology and Optimal lntermediation".
The goal of the Conference was to stimulate a deeper

understanding of how the structure of the banking industry

can influence market competition and consequently the

efficiency of credit allocation to the real economy.

Emerging analytical work on the link between market

structure, credit allocation and overall economrc

performance hinges on the aspect of market power as

could be influenced by the relative size of market players.

The Conference provided a forum of extending the analysis

on this broad area of study in two linked directions:

The first is the extent to which organic growth, and

mergers and acquisitions in the banking industry is
shaping market competition. The interplay between

these aspects is a potential harbinger of changes in

market concentration and power. There s therefore

a case for an empirical investigation on market

concentration, potential consolidation, and what that
portends for the intermediation process.

The second is the extent to which partnerships with

non-bank actors, notably financial technology firms

and mobile network operators is shaping market

power, competition and intermediation. An area of

empirical interest will be the of the interrogation of

the possible link of the market power amongst the

non-bank players to the market power amongst

banks.

The connection between the two areas of analysis is seen

on the back of financial technology increasingly changing

the shape of banking industry in the sense that competition

in the provision of financial services is well beyond the

formal regulated institutions. While there are regulatory

differentials, customer expectations are not asymmetrical.

Further, financial technology presents opportunities as

well as challenges to market players - especrally banks -
that need to be rigorously evaluated and understood. The

interaction of these two segments - banks on the and

financial technology players - is likely to shape the extent

of market realrgnment and has both growth and market

stability dimension.
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KBA Chatrman Mr Oigarc, bank CEOS, Dr. Olaka and Mr. Osoro wilh some of the researchers who Nesented papers at the th Annual Bankers Research

Conference Pictured include, Absa bank CEO Mr Jeremy Awori, Co-Op bank credit director Mr Anthony Mburu, and KBA Research officer Mr. Josea Kiplang'at

:

I
I

)

The eight (B) papers presented at the conference were:

1. lvlarket Power and lntermediation Efficiency: Blind

Spots and Empirical Clarity by Jared Osoro and

Kiplang'at Josea - KBA Centre for Research on

Financial Markets and Policyo.

2. Do Mergers and Acquisitions /rnpacr Bank Lending

Behaviour in Kenya? by Farida Abdul - Kenyatta

University and Rogers Ochenge - Embu University

3. The Effect of lt4obile lv4oney on Banking Sector

Stability in Kenya by Samuel Tiriongo and Peter

Wamalwa - Central Bank of Kenya.

4. The Effects of Fintech on Bank Market Power and

Risk Taking Behaviour in Kenya by David Muriithi

Ndwiga - lndependent Researcher.

5 /s the Evolution of Fintech/ Digital FinancialServices

Complementary to Bank Performance in Kenya? by

Roseline Misati, Anne Kamau, Leonard Kipyegon

and Lewis Wandaka - Central Bank of Kenya.

6. Bank Stability and Competition - The case of Kenya

by Raphael Agung, Faith Atiti and Stephanie

Kimani - NCBA Bank

7. Banking Sector Competition and Efficiency in Kenya

Samuel Kiemo and Anne Kamau - Central Bank of
Kenya

B. Fintech and Banks Collaboration: Does it lnfluence

Efficiency in the Banking Sector? by Davis Bundi

Ntwiga, University of Nairobi.

ii. Publicatione
a. KBA Working Paper Series

Arising from the Conference are the KBA Working Paper

Series publications. As at the end of the year under review,

thirty (30) papers had been published in the series. drawing

from the presentations of all the conferences so far hosted

by the Centre. These papers are an authoritative source

of knowledge that forms the basis of engagement with

wider stakeholders - regulators, Government, international

partners and academia.

b. The KBA Economic Bulletin

This is a quarterly publication that is an easy read with

a succinct overview of the state of the economy and

its outlook. During the year, four (4) issues of the KBA

Economic Bulletin, Volumes 21 - 24, were published. The

Bulletin has received positive feedback from the wide

readership that it is now drawrng.

c, Regular Research Notes

These are often issued regularly and the timing is such

issuance is largely - but not exclusively - around the timing

of the meetings of the monetary policy committee (MPC

of the CBK meeting. During the year seven (7) Research

Notes - Note 34 to Note 40- were issued and published.

iii. KBA Housing Price lndex (KBA-HPl)

Subsequent to the presentation of the conceptual

framework that underpins the KBA housing price index

(KBA-HPl) during the 3'd Annual Research Conference and

the launch of the lndex in February 2015, the KBA-HPl was

consistently published every third week following the end

of a given quarter.

The index has received wide recognition and positive

acknowledgement. The KBA is at an advanced stage of

having the Index, together with abstracts of its publications,

published on tan international platform.

For more information about the Centre for Research on Policy

and Financial Marketso please visit

https://wwwkba.co.ke/resea rch-center
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Kenyo

Towards a more open credit market

CiS-Kcnya Chief Executive Offlcer l'",1r Jarcd Cetenga (lcft) durng the

Data Act sensitzattan workshap

ln 2019, the Credit lnformation Sharing Kenya (ClS Kenya)

rolled out a number of initiatives which sought to address

various industry needs. The initiatives focused on the CIS

mechanism, regulatory dynamics, and the convergence of the

CIS mechanism with risk-based pricing models.

As part of the Ease of Doing Busrness assessments, the World

Bank undertakes reviews on ten different aspects of every

country's busLness environment. ln the results released in

November 20'19, Kenya recorded an improved ranking in the

Ease of Doing Business and, of the ten areas of assessment,

Kenya's best performance was in the "Getting Credit lndicator"

where a score of 95 of the possible 1OO points was registered.

A brg contributor to this hlgh rating was the'Depth of Credit

lnformation lndex" where Kenya scored the maximum B out B

points and the'Credit Bureau Coverage of the Adult Population'

rose to an mpressive 36.4 percent.

CIS N/ECHANISIV ON POLICY AND
REGULATORY DYNAIVICS

ln 2019, CIS Kenya worked with the Nationa Treasury towards

development of CIS National Policy that wili guide all future legal

and regulatory reforms around ClS. A draft CIS National Policy

was presented in a Stakeholder Dissemination Workshop on 19"'

September 2019. The revrsed draft will, as part of the next phase,

be exposed to broader public consultation in 2020.

One of the most s gnrficant issues that the draft policy will scek

to address is the ntroduction of a comprehensive regulatory

oversight for CIS that encompasses al contributors of data to

credit bureaus. The current vers on of the draft is ava lable at:

httpslciskenya ao.ke/draft ars-natjonal poi icyl
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Partrcipants engage in a discussion dulng the CIS-Kenya CIS
l'4echanism workshop.

CIS MECHANISN/ CONVERGENCE
WITH RISK-BASED PRICING
As recognized in the Kenya Banking Sector Charter, the use

of credit bureau scores in determination on risk attributable
to individual borrowers is expected to be a key differentiating
factor in loan pricing. This is especially relevant in the liberalized
interest rate regime that followed the removal of jnterest rate
caps in November 20'19.

ln order to enhance the predictive value of credit bureau
scores, the data that informs the scores must reflect high
degree of accuracy, comprehensiveness and timeliness. This
rs especially true in the Kenya landscape where digital lending
has grown tremendously. As a response to these trends, CIS

Kenya contributed to the move to daily submission of data to
credit bureaus by leading industry efforts around revision of the
Data Submission Templates that were issued by the Central
Bank in June 2019. As part of the preparatory capacrty building
initiatives, CIS Kenya conducted various workshops leading to
the launch of daily submissions in September 2019.

REPORT ON CREDIT INFORMATION SHARING 35

standard industry-agreed data validatjon rules. Second, it will
allow for simultaneous submission to the three bureaus at the
click of a button and, third, it will allow for monitoring of data
quality and provision of data quality support by CIS Kenya as
part of its contributton to improving data quality.

ESTABLISHMENT OF THE CIS E.LEARNTNG CENTER
CIS Kenya established an E-Learning platform that aims
to enhance CIS knowledge and strengthen Compliance,
interpretation of Credit Reports and introduction to Risk_

Based Pricing. The Learning Center hltpqzhryuvcrslearning.
oIEL/ complements institutional capacity building in credit risk
management and related areas, in response to changes in

regulation, technology and business models.

IMPLEMENTATION OF A SUSTAINABLE FINANCE TOOL

FOR NON-BANK FINANCIAL INSTITUTIONS.
With the support of WWF Kenya, CIS Kenya developed a

customer appraisal tool to assist MFls in implementation and
measurement of SF factors.

STAKEHOLDER ENGAGEN/ ENT
ACTIVITIES IN 2019

ln addition to organizing workshops around new data
submission approach, CIS Kenya led industry engagements
towards development of a Communication Strategy that was
developed in 2019. This strategy will inform the 12-month-long
CIS Financial Literacy and public Awareness Campaign in

2O2O/21. The campaign will provide an opportunity for the public
to understand the operations of credit bureaus. Lenders will
contribute to this campaign by articulating specific benefits due
to borrowers arising from positive scores.

CIS KENYA 2019 HIGHLIGHTS

DEVELOPMENT OF A DATA VALIDATION

AND SUBMISSION TOOL

This transformational tool (referred to as CIS ValiData),
was developed by CIS Kenya in the second half of 2O1g, as a

solution to the persistent data quality and data submrssion
challenges observed over the years. The C/S VaiDat4 due to
launched in 2020 has three main features. First, it will facilitate
data validation within institutions before submission based on

SUN/IVARY AND WAY FORWARD

Due to the growing interest in the linkages between CIS
and related credit infrastructure, CIS Kenya will take a lead in

promoting conversations on comprehensive reforms affecting
credit bureau infrastructure, collateral registries, credit guarantee
schemes and insolvency regimes. This approach will inform the
deliberations of the 5th Africa CIS Conference to be held on 13rh

- 14th February 2O2O in Nairobi and other CIS Kenya workshops
going forward.
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csR
HIGHLIGHTS

o.9% 4.9%
Fair32%-

Exceptional \

U nsatisfactory

NEARLY

of bank customers
ranked their digital

experience as Exceptional
or Very Good

20%
Good

3/+
KSH. I}.3BN

42%

KENYtrS FIRST
GREEN BOND BY

ACORN HOLDINGS

TRAINING REACH

1. Nairobi
2. Keiyo-Marakwet
3. Trans Nzoia

4. Bungoma

5. Uasin Gishu

6. Kakamega

7. Busia

8. Nandi

9. Siaya
'10. Vihiga
11. Nyandarua
12. Tharaka

'13. Kericho
14. Kisumu
15. Nyeri
16. Kirinyaga
17. Embu

18. Homa Bay
19. Bomet
20. Nyamira
21. Kisii

22. Migori
23. Kiambu
24. Murang'a

CUSTOMER SERVICE SURVEY
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SOCIAL
RESPONSIBILITY
REPORT

Today, advancing sustainable development rs no longer a luxury

but an essential factor to safeguard Iong-term bustness success'

Globally, financiers are increasingly aware of their unique

position in accelerating positive change in their communities'

They are integrating into their business strategies innovative

ways to promote sustainable economic development

Likewise, Kenya's Banking lndustry is making commendable

progress in re-orienting its business prlorities from maximizing

private gains to being more socially and environmentally

conscious. Presently, banks are aligning their business goals to

deliver enhanced benefits for Profit, People, and Planet ln 2018

alone, banks in Kenya spent approximately KSh 2l Billion in

Corporate Social lnvestments (CIS) to address environmental

degradation, health and education gaps in the country'

Additionally, over the years, KBA member banks have continued

to initiate programs that uplift the underserved segments in

society from poverty. Such initiatives are fortifying the industry's

stance in its pursuit to balance shareholder demands with socio-

economic and environmental concerns.

To help bolster member banks' initlatives, the Association

has led key industry wide programs, education and consumer

awareness campaigns that have positively impacted millions of

Kenyans. The following are highlights of the initiatives that were

driven by the Association in 20'19.

FACI LITATI NG TH E ADVANCEIV ENT

OF FINANCIAL LITERACY

A key element in ensuring a robust financial system is secured

greatly hinges on the back of having a financially enlightened

consumer. Banks have invested considerably in financial literacy

programs as a means to empower the public to make informed

and sound financial decisions.

KSH,2.1
BILLION
BAI{KINC INDT'STRY
SPENDOl{ CORPOR'IIE
SOCIAL INVEOTiIENTS

Over the years, KBA has supported its members in this endeavour

by coordinating the Global Money Week (GMW) campaign The

campaign is designed to encourage children and youth to learn

about the importance of managing money wisely ln addition, the

campaign has a component that enables participants to gain an

understanding of ways to create livelihoods and enlightens them

on the benefits of pursuing entrepreneurship in the future'

ln 2019, a total of 252 students took part in a lob shadow exercise

in various banks to mark the GN,4W. Through the job shadow

exercise, the students, in addition to learning about financial

management, were able to gain insights on the various career

opportunities available in the banking industry'

252
SfUDENTS
NEACHEDTHROUGH
JOB SHADiOW SESSIONS
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L-R -Airtet Kenya Director Mr. Vincent Wakaba. KBA CEO Dr. Habil

Olaka, Central Bank Governor Dr. Pattick N\oroge, Consumer Grassroots

Assoclat/on Executive Drector Ms. Alice Kemunto, Retrak-Kenya CEO Ms.

Wambui Mbarte. V\SA Country Manager for Kenya Victor Ndlovu and

Mastercard Business Head for East Africa Mt. Adam Jones during the

launch of the Kaa Chonjo campaign.

ln the same year, KBA successfully concluded the Youth in

Business (Y-Bizna) three-year program that was designed to

empower over 300 young men from informal settlements to

engage in meaningful work to improve their living standards

and consequently, reduce the number of crime incidences in the

country. Through the program, a KSh. '1 million revolving fund

was established, and 21 youths were able to access the capital

to start or expand their businesses. The beneficiaries from the

program were drawn from Mathare, Huruma and Kariobangi Slum

in Nairobi, as well as, Kisauni Slum in Mombasa. KBA partnered

with Kenya Community Development Foundation (KCDF); Youth,

Arts, Development and Entrepreneurship Network (YADEN) in

Nairobi and Dream Achievers Youth Organization (DAYO) in

Kisauni, Mombasa to implement the program.
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PRON/OTING CARD, N/OBILE, AND
ONLINE SECURITY

Since 2012, KBA has been at the forefront in leading the industry

in the promotion of card, mobile and online safety awareness

messages through the "Kaa Chonjo" Campaign. ln 2019, the

Association in collaboration with banks, MasterCard, VISA, Airtel,

Retail Trade Association of Kenya (RETRAK), PesaLink and

Consumer Grassroots Association (CGA) educated the public on

how to safeguard their Personal ldentification Numbers (PlNs)

and passwords while transacting. The campaign garnered an

approximated online reach of close to 400 million people. On

mainstream media the campaign had a reach of over 7 million

people.

To boost our reach further, KBA together with the CGA held

a roadshow in Roysambu, Githurahi 45, Ruiru, Juja, Thika,

Kenol, Sabasaba, Maragua, Murang'a, Sagana, Kagio and Kutus

towns. Through the roadshow 150 posters and 170O flyers

were distributed. As a result of the awareness campaign, card

and ATM fraud-related cases have been on the decline due to

increased levels of awareness.

400
MILLION

PEOPLE
REACHED
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The frst group of lnuka SME progrcmme participants was issued with
completion certificates in an event held n Natrobi in 2019.

INUKA ENTERPRISE
PROGRAIM_APATHWAYTO
BUSINESS EXCELLENCE

Micro, Small, and Medium-sized Enterprises (MSMEs) are the
bedrock of Kenya s economy. About 80 percent of jobs in Kenya

are created by MSMEs. Despite their vital role in economic
development, many enterprises continue to grapple with access

to affordable credit and markets.

As a means to address this challenge, KBA launched the lnuka

Enterprise Program in October 2018. The program was designed
to de-risk MSMEs to enhance their ability to access credit from
banks and also educate them on ways to expand their market
reach.

ln the same year, the Association srgned a memorandum of
understanding (MOU) with the Kenya Chamber of Commerce
and lndustry (KNCCI) to train its members under the lnuka

Enterpnse Program. Among those trained in 2Ol9 included bank
customers, bank employees and KNCCI members. To date, the
banks that have supported the program include DTB Kenya, Gulf

#lnukoSME

TRAIl{ED

African Bank, Prime Bank, Equity Bank, Credit Bank and National

Bank.

The year also accorded the Association an opportunity to
develop a Marketplace feature on the lnuka Enterprise program

e-learning platform. Through the [,4arketplace page, lnuka
learners were able to showcase their services and products in

order to increase their sales and tap into new markets. ln the last

two-years, a lolal of 2,844 MStrzlEs were reached through online
and face-to-face trainang under the program.

ln recognition of the efforts the Association has put in place to
support MSN/Es, in 2019, the National Treasury appointed a KBA
representative to be part of a Task Force that will spearhead

the establishment of the National SME Credit Guarantee po[cy

and operating company. The scheme will enable the State and
investment partners to guarantee commercial loans in order to
address Kenya's depressed credit market. Last year, KBA led in
the collection of feedback from member banks on a feasibility
study that was seeking to determine the value proposition of
the credit guarantee scheme. The Task Force is at an advanced
stage in establishing the scheme.

Kenya National Chamber of Commerce and lndustry president Mr
Richard Ngatia (nght), Dr. Olaka and KNCCT Board Chairman Mr. James
Mureu dunng the spnng of an MOU for cooperaton in enterpilse
development.
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L R Nedbank Regpnal Reprcsentatye Mr Jap Van Lulk. Metropol Sentor Credtt Manager Mr

Davtd Mburu. eDtrepreneu Mr wahOa MuturL KNCC/ Irade Research and Poltcy Managet

Mr Oncsmus Masnde and Ms Rose/yne N/nq <BA Sentor Communicatnns Offtcer d$cuss

strateetes of promotng busjness growth

2018 2019

49%
57%
MOBILE BANKING
PREFERENCE

FUTURE OF FINANCE TRAINING

ln 2O19, KBA in conjunction with Financial Sector Deepening

(FSD) Kenya designed a two-day training to equip bank Retail

Strategy Managers and Retail Product Managers with knowledge

of designing relevant and sustainable products. The training also

focused on FinAccess data, as well as, other socio-economic data

that are designed to aid banks; in designing relevant products

for the majority of socrety, and key subgroups such as women.

The training was attended by over 30 senior bank officials. The

interactive session enabled the participants to have insights on

data-based approaches to inform their product development

strategaes The program was facilitated by international experts

from CGAP. CENFRI and Usable Data.
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ENHANCING A CUSTON/ER
CENTRIC CULTURE IN THE
INDUSTRY

Since 2018, KBA has conducted customer satisfaction surveys

with the intent of enhancing the banking public's experience.

The survey has been instrumental in givrng the industry insights

on how to deepen customer centrism. ln 2019, KBA carried

out the annual survey and over 11 thousand respondents

shared their feedback. ln the findlngs, the industry received

a commendable satisfactlon level rating of 83 percent Out of

the respondents surveyed, 32 percent indicated their digital

experience was "Exceptional" with 42 percent scoring banks'

digital services as "Very Good". The survey also revealed that use

of mobile bankrng rose to 57 percent in 2019 from 49 percent

recorded in the previous year. KBA has for the last two years

collaborated with the Association's Customer Service Working

Group to develop the survey instrument The annual exerclse

has been instrumental in enabling banks to gather the public's

sentiments on their service delivery.
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LEADING WOIVEN IN BANKING AND FINANCE INITIATIVE

The world over, companies are gaintnq an appreciation of the
immense opportunity a diverse leadership set-up has to offer.

They are taking into consrderation their ability to tap into new
and innovative vrewpoints to spur creattvity and profits as a
result of promoting gender diversity in leadership. Wrth thrs as a
cause, since 2016, KBA has actively coordinated various forums
to bulld the capacrty of bank female off cials to take up board,
c-suite and senior management positions. The inrtiative also
seeks to advance dialogue and establish solutions to obstacles

that have hindered women's capacity to scale h gher rn therr

career pursuits. In 2019, KBA held four quarterly forums and
reached over 70 sen or bank female officials. The topics covered

included, "State of Women in Leadership in Afr ca;" 'Emotronal

nteliigence in Leadership: A Valuable Leadership Attribute;"
and "Reflections: Thought Patterns that lnhibit lnclusivity." Last
year's participants reported new perspective on their approach
to management.

KBA Dtectar of Cammur]tcaltan.nd Ptibl)c Aflatrs 1,,4s l'lutu lvlu(Jambt nakcs reni)rks dunnq a Loa(llng Wamert y)
Banktng and Frnance lnttattve foturn

L f? Ctcdtt Bank Chtef Erccttltr.j Oflrcet Ms. llelty Katt. Guatatxy rrLEt Llank CEo Ms tbukun adagbatke aid DT[] Kenya t,4an.)qtry)
DttectorMs I'lasinDevii dunngafarumtohctdlobt.t f,,lsOcleclbatkt:t'arcwcll asshcrcIutnodtoGl Hea(l OLE.t.:r:,

SUSTAINABLE FINANCE INITIATIVE

Over the years, KBA has actively champ oned the entrenchment of the Sustainable Finance lnitiative (SFl) ee1611nn principles as a
means to ensure the f nancial services sector rs alive to the need to balance therr financiai goals with the economy's priorities and
socio envtronmental concerns. Some of the lnitiatives that were undertaken to ensure the successful implementatron of the SFI
Guiding Principles rncluded:
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CAPACITY BUILDING

To ensure that the banking industry is well equipped to jmplement the

industry-wide adopted SFI Guiding principles, the Associatron developed

an E-learning platform. With the funding support from the FMO (Dutch

Development Bank) and DEG (German lnvestment Corporation), a

comprehensive curriculum was developed to deepen bank staffs'

understanding of the importance of creating long-term value for their

clients, firm, environment and the economy. ln 2019, KBA continued to

build the capacity of bank employees through the initiative which resulted

in aiding the enrolment of 28,523 staff onto the e-learning platform. ln

total, 25,026 had completed the training as at December 2019. A new

module on green bonds was also developed in 2019 by the Association

with the support of the Green Bonds Program- Kenya partners. To date,

3,735 bank employees were able to complete the training on the value of

creating a green bonds market in the country. Below is a summary of the

SFI enrolment and completion rate for member banks.

,;H
a

89%
\

I

OFTHEOVER 28
THOUSANDBANKS'
EMPLOYEES ENROLLED &
COMPLETEDTHESFI
E.LEARNING TRAINING

SFI E- LEARNING TRAINING ENROLIVENT AND COIVPLETION REPORT
i

\

L
Absa Bank

African Banking Corp. Ltd

Bank of Africa

Bank of Baroda (K) Ltd

Bank of lndia

Citibank

Co-Operative Bank of Kenya Ltd

Commercial Bank of Africa Ltd

Consolidated Bank of Kenya Ltd

Credit Bank Ltd

Development Bank (K) Ltd

DTB Kenya Ltd

DIB Bank Kenya

Ecobank Kenya Limited

Equity Bank Ltd

Family Bank Ltd

Faulu Microfinance Bank

Fidelity Commercial Bank Ltd

First Community Bank Ltd

Guaranty Trust Bank Kenya Ltd

Guardian Bank Ltd

Gulf African Bank Ltd

61%

94%

100%

Eao/

co/

58%

56%

100%

BB%

a lo/

12%

100%

Qao/

100%

90%

80%

J/6

68%

91%

100%

54%

46%

99%

43%

40%

98%

o10/

65%

99%

94%

69%

87%

66%

61%

95%

J1/o

410/

Percentage
Registered

Percentage
CompletedNAME OF BANK
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Percentage
Registered

Percentage
CompletedNAME OF BANK

HabrbBankAG Zurrch

Housrng Frnance Company of Kenya Ltd

l&MBankLtd

Jamrr Bora Bank Ltd

KCB Ltd

Kenya Women Mrcrofrnance Bank

Mayfarr Bank

Mrddle East Bank (K) Ltd

Natronal Bank of Kenya Ltd

NIC Bank Ltd

M-Orrental Commercral Bank Lrmrted

Paramount Unrversal Bank Ltd

Postbank

Prrme Bank Ltd

Rafrkr Mrcro Frnance

SBM

Srdran Bank

Sprre Bank Lrmrted

Stanbrc Bank Kenya

Standard Chartered Bank (K) Ltd

Trans-Natronal Bank Ltd

UBA Kenya Bank Ltd

Vrctona Commercral bank Ltd

94%

100%

100%

100%

100%

6%

o%

89%

69%

100%

95%

102%

O/o

1B%

100%

96%

86%

100%

10%

ato/

105%

69%

96%

95%

B4%

tro/

o%

.1a/

tao/

98%

90%

99%

ato/

o%

92%

84%

67%

100%

J/o

l5 /o

I
t/

{
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CATALYST AWARDS

To recognrze the stndes made by the Bankrng lndustry rn rmplementrng the SFI-Gurdrng Prrncrples and to celebrate rnstrtutrons that
practrce catalytrc frnance, the Assocratron annually holds the SFI Catalyst Awards ln 2O19, KBA celebrated frrms that had shown

leadershtp rn rntegratrng sustarnable frnance practrces rn therr operatrons The wrnners for the 2019 SFI Catalyst awards were feted

durrng an awards ceremony that was presrded over by the Governor of Central Bank of Kenya, Dr Patrrck Nloroge

Pror to the ceremony, a pool of sustarnabrlrty experts were engaged by the KBA secretanat to anaiyse and assess 47 entnes recerved

from 14 progressrve frrms The 2019 SFI Catalyst Awards ludgrng panel constrtuted of

'1 Ms Joyce Nlogu - Head of KAM Consultrng, Kenya Assocratron of Manufacturers

2 Eng Dan Ndenga - Co-founder of Mrltech (Returnrng;udge)

3 Mr Sandy Okoth - Regronal Sustarnable Frnance Expert, WWF

4 Dr Peter Murru - Senror Lecturer, Unrversrty of Narrobr (Returnrng ludge)
5 Prof Kenneth Ameshr - Professor of Sustarnable Frnancral Systems at the Unrversrty of Edrnburgh and Charr rn Busrness &

Sustarnable Development Drrector at the Sustarnable Busrness lnrtratrve

The followrng rs a summary of the wtnners of the 2019 SFI Catalyst Award



SOCIAL RESPONSIBILITY REPORT 45

i'.

I
;

I
I
)
T

BEST IN SUSTAINABLE FINANCECATEGORY 1

\

Position

'l't Place

2"d Place

3'd Place

Bank

Standard Chartered Bank (K) Ltd

Co-Operative Bank of Kenya Ltd

Equity Bank Group

CATEGORY 2 A CLIENT CASE STUDY - Financing Small and Modium Enterprises

Position

1" Place

2"d Place

3'd Place

Bank

Co-Operative Bank of Kenya Ltd

Kenya Women lrzlicrofinance Bank

Equity Bank Group

CLIENT CASE STUDY - Financing Commercial ClientCATEGORY 2 B

Position

f i Place

2'd Place

3'd Place

Bank

Equity Bank Group

Commercial Bank of Africa Ltd

Co-Operative Bank of Kenya Ltd

CATEGORY 2 C BANK CASE STUDY - Operations

Position

1"r Place

2"d Place

3'd Place

Bank

Standard Chartered Bank (K) Ltd

Co-Operative Bank of Kenya Ltd

Equity Bank Group

CATEGORY 2 D BANK CASE STUDY - Promoting Gender lnclusivity

Position

'1't Place

2"d Place

3'd Place

Bank

Kenya Women Microfinance Bank

Equity Bank Group

Standard Chartered Bank (K) Ltd

FINANCING THE INFORMAL SECTORCATEGORY 2 E

Position

l"tPlace

2"d Place

3'd Place

Bank

Equity Bank Group

Co-Operative Bank of Kenya Ltd

National Bank of Kenya Ltd
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Centtal Bank of Kenya Governor Dr. Patrrck Njoroge 6 loned by KBA cEo Dr Habl olaka n presentrlg co operattve Bank an award durng
the SFI Catalyst Awards. The bank was recognlsed as the overall wtnner and best in the SME finance categary.

Equty Bank was recognrsed as the best n Financing Commercial
Chents and best in fnancng the nformal sector

I
a

{

I

Capital Markets Authority Chrcf Executtve Olfrcer Mr Paul Muthaura
(nght) hands over an award to SCB chrcl operatng oflrcer Peter Gitau
The bank won best tn sustanable lnance and operattons

Kenya Women Mrcrafnance Bank (KWFT) Managng Drector Mr. Mwangt Athaea
along with the bank's management team recetve on award lor the most mproved
b6nk rn Sustainab/e Fnance and the best n promottng gender nclusjvtty

F MO Dutch Development Bank. -Sernor Sustdrnab/e Assoc/ate Ms.

Lonneke Noteboom presents an award to /epresentat,ves NCBA Bank
durng the 2019 SFI Catalyst Awards
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MOST INNOVATIVE BANKCATEGORY 3

Position

1'' Place

2.d Place

3'd Place

Bank

Equity Bank Group

Standard Chartered Bank (K) Ltd

Co-Operative Bank of Kenya Ltd

CATEGORY 4 BEST IN SUSTAINABLE FINANCE IN THE EAST AFRICA REGION

Position

1'r Place

2"d Place

Bank

NCBA Bank

KCB BanK Ltd

MOST ]MPROVED BANK

Kenya Women Microfinance Bank

BEST OVERALL WINNER

r
I

Speaking during the Awards Ceremony, Central Bank of Kenya (CBK) Governor, Dr. Patrick Njoroge said, "Banks should focus on

mainstreaming their operations with the future in mind." He also lauded the Green Bond Program - Kenya partners for actively

encouraging the sector to embrace green finance.

!\-. t-.;F
:Al i: '" 0t

RTGHT HERE
RIGHT NOW

.:ge:"t-;'*

Position

1't Place

2"d Place

3''i Place

KCB Chrcf Opetatno Offrcer Mr Samuei Arako/ne prcscnrs the 2079

Shared value Report to Membersof the Patliamentary Caucus o, SDGS

The rcpott showed rhdt the banklng ndus\y patd tax revenue to the

Nalrona/ Covernment /n excess of KSh.73 Brllton and hds been a key

stakeholder n the realEatnn of the SDG1

Bank

Co-Operative Bank of Kenya Ltd

Equity Bank Group

Kenya Women Microfinance Bank

Parlamentary SDG Caucus chaiman Hon Dr Gtdean ochanda (left),

Sendte Speaker Hon Kenneth Lusaka and KCB Chrcf Operating Officer.

Mr Samuel Makome durnq the launch of the Bankng lndustry Shared

VaILE Report at Parltament erounds
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The KBA Y-gzna beneficiary Mr. Kevin uduny (centre) /nteracts
with H.E President Uhuru Kenyatta and Dr Nloroge dunng the
lnua Biashara Day ceremany.

GREEN BOND PROGRAM - KENYA

To actualize the intention of the SFI Guiding Principles, KBA

founded the Green Bonds Program-Kenya in partnership

with the Nairobi Securities Exchange (NSE), the Climate

Bonds lnitiative (CBl), FSD Africa and FMO. The Program was

developed to encourage the establishment of a green bonds

market in the country. ln 20'19, through the program, Acorn

Holdings Ltd issued East Africa's first-ever certified green bond.

The bond was structured by Stanbic Bank and guaranteed by

Guarantco. The property developer was able to raise KSh.4.3bn

to finance the construction of green and environmentally friendly

accommodation for 5,000 students. Banks were the most active

investors in the transaction.

ln the same year, the partners were able to engage the

Parliamentary Committee on Finance and Budget with a proposal

to introduce a tax exemption on green bond issuances in the

20'19 Finance Bill. This proposal was assented by H.E, President

Uhuru Kenyatta.

,'l

/

The year 2019 also provided KBA an opportunity to convene

a workshop in conjunction with UNEP Fl. During the

workshop UNEP Fl presented the Global Sustainable Banking

Principles and the Sustainability Champions also ratified the

commencement of voluntary reporting on the SFI Principles.

Additionally, Sustainable Frnance champions from KBA member

banks ratified the commencement of voluntary reporting on the

SFI Guiding Principles.

A,tinistry of Agriculture, Livestock, Fisheries and Cooperctives Cabinet
Secretary Hon. Peter Munya speaks during the lnua Biashara Day.

OUTLOOK

Corporate Social lnvestment (CSl) continues to be a driver

of positive transformation in our world today. ln response, the

Banking lndustry continues to refine its frameworks and allocate

resources to align with the present needs and Kenya's realisation

of the Sustainable Development goals and Paris agreement.

/
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CORPORATE GOVERNANCE
STRUCTURE AND REPORTS
OF TF-] E COMN/ITTEE
CI-]AIRPERSONS I

ROLES AND RESPONSIBILITIES OF THE GOVERNING COUNCIL

The affarrs, busrness and funds of the Assocratron are vested rn the Governrng Councrl whrch rs the management and polrcy makrng

body of the Assocratron lt has all such powers and performs all such functrons as may be necessary for carryrng on the work of the

Assocratron or for reaLzrng rts obJects and purposes

ln addrtron to the powers expressly conferred by the Constrtutron, the Governrng Councrl may exercrse all such powers and do all

such thtngs and acts as may be exercrsed or done by the Assocratron or by any law expressly drrected or requrred to be done by the

Assocratron rn a General Meetrng

THE GOVERNING COUNCIL IN PARTICULAR HAS THE FOLLOWING
RESPONSIBILITIES:
1 To purchase, lease, hrre or acqurre premrses for the use of the Assocratron and to equrp and furnrsh them for the oblects and

the purposes of the Assocratron

2 To create such offtces and posts wrth such powers and responsrbrlrtres and dutres on such terms and condrtrons and for such

pertods as may be deemed appropnate by the Governrng Councrl, and to appornt a Chref Executrve Offrcer, other offrcers and

staff as may be necessary for the busrness of the Assocratron on payment of such remuneratron as may be determrned by the

Governrng Councrl

3 To estabhsh a trust or trusts and appornt trustees thereof wrth the consent of the General Body and vest the funds or the

surplus rncome or any property of the Assocratron rn the trustees rn such manner as the Governrng Councll may from ttme to

trme thrnk frt

4 To frame or rssue rules and procedures of workrng for the purpose of carryrng on busrness and work of the Assocratron as may

be necessary from trme to trme wrth the approval of the General Body

a



)

t
T

)

>

I

\

)

l

CORPORATE GOVERNANCE STRUCTURE AND REPORT OF THE COIUMITTEE CHAIRPERSONS 53

5 To delegate any functron or powers to Commrttees, Sub-Commrttees or person and to any Member, the Chref

Executrve Offrcer, other offrcers or employees on such terms and condrttons as may be necessary and to revoke

any such delegatron rf and when necessary

6 The Governrng Councrl may, at any trme, rnvrte any Member of the Assocratron not berng a Member of the

Governrng Councrl to attend or serve on the Councrl, or any Commrttee or Sub-Commrttee or may consult any

outsrde person or authonty rf for any specral reason such as a course may seem to rt to be advrsable
-7 fo present a report on the workrng of the Assocratron and a Statement of Accounts of the Assocratron duly

certrfred by the Audrtors at the Annual General lr,4eetrng of the Assocratron every year

8 To appornt Bankers, Audrtors, Advocates, Accountants, and other professronal advrsers to the Assocratron

9 Where an Assocrate lrzlember converts rnto a branch of a forergn bank or locally rncorporates an entrty to enter

the market or wrshes to become a member of the Automated Clearrng House, the Governrng Councrl wrll have

the rght to admrt and convert such a Member rnto an Ordrnary lr,'lember

10 The Governrng Councrl shall have the rrght to assess the level of costs rncurred by the Assocratron rn generatrng

the benefrts accrurng to Assocrate Members and use the same to determrne the frxed annual subscrrptron fee

payable by such membershrp

1'1 To call a General Meetrng at any trme should rt thrnk necessary to do so

12 To do any or all thrngs as may be necessary or expedtent

The property, assets and funds of the Assocratron shall, sublect to the lrabrlrtres thereol be vested rn the Governrng

Councrl of the Assooatron and no Member of the Assocratron shall by reason of rts membershrp have a transferable

or assrgnable share of rnterest therern by operatron of law or otherwrse rn any such property, assets or funds and tn

the event of any Member of the Assocratron ceasrng to be a lrrlember rn terms of Clause 22 of the Constrtutron or rn

any other way, rts rnterest rn such property, asset and funds shall cease and the same shall survrve, accrue and belong

to the other Members for the trme berng of the Assocratron

COIVPOSITION AND TENURE OF THE GOVERNING COUNCIL

At the conclusron of every Annual General Meetrng, one thrrd of the members of Large Banks, one quarter of the

Medrum-srze Banks and one half of Small Banks of the Governrng Councrl shall retrre from the Governrng Councrl

by rotatron The Members to retrre by rotatron shall be those who have been the longest rn offrce Where any of the

Members have been rn offrce for the same length of trme, the Members to retrre shall be decrded by drawrng lots

The retrrrng Members shall be elrgrble for re-electron and apporntment

At a mrntmum, the Governrng Councrl consrsts of the followrng

A Srx members representrng the large banks

B Four members representrng medrum srze banks

C Two members representrng the small banks

The Charrman and the Vrce Charrman of the Assocratron shall come from the 12 members rn A, B and C, above
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STRUCTURES TO BETTER
SERVE TVEIVBERS & INDUSTRY
Over the years, KBA has enhanced its governance and organisational structures to improve the Association's

ability to deliver on its mandate

Govornlnco

GOYEN]'l]{G
COUilCIL

KBA Socrotrrlet Orgenlzetlcnd Chert

Tax Sub-Committee

Financial Markets Sub-Committee
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COMMITTEE

Cleari House Sub-Committee
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Credit Sub-Committee

lslamic Finance Advisory
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COMMITTEE

OPERATIONS

& TECHNICAL
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RESOURCES &

ETHICS

COMMITTEE
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GOVERNING COUNCIL IVEETINGS

The Governrng Councrl meets at least every quarter rn a calendar year Dunng Councrl meetrngs, the members recetve a report from

the KBA Secretanat rncludrng submrsstons from the Commrttee and Sub-Commrttees

ln the year 2019, a total of erght meetrngs were held, rncludrng three specral meetrngs At the 2019 Annual General Meetrng, SBM Bank

was elected to the Councrl

JANUARY 2019 TO DECEMBER 2019

I

I
Number of Meetings

COUNCIL MEMBERS Jan-Dec 2O19 Percentage

I
t

KCB Bank

NCBA Bank

Gulf Afrrcan Bank

l&MBank

Co-Operatrve Bank

DTB Kenya

Mrddle East Bank

Equrty Bank

Famrly Bank

GT Bank

Standard Chartered Bank

DIB Bank Kenya

Absa Bank

Crtrbank

SBM Bank

NOTE Govemng Counctl and KBA Commtttee members serve on a voluntary bas$

lofS

SofB

4ofB

BofS

BofS

TofB

6ofB

5of8

3of8

2ofB

SofB

6of8

-7ofB

5of8

3of3

875%

100%

50%

100%

100%

815%

15%

625%

375%

25%

100%

75%

875%

625%

100%
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CORPORATE GOVERNANCE

REPORTS OF THE COMMITTEE CHAIRPERSONS

KBA acttvrttes are managed by the Secretarrat whrch works rn coordrnatron wrth srx Commtttees and nrne Sub-Commtttees KBA

Member Banks nomrnate representatrves on an annual basrs to serve on these commtttees whrch elect therr offrcrals lr.4ember

partrcrpate on a voluntary basrs The followrng are the reports

Charrperson

Vrce Charrperson

Secretary

Commrttee Achrevements rn 2019

Gladys Warrrah - Standard Chartered Bank

Mary Grtahr - Mrddle East Bank

Kennedy Mutrsya - Kenya Bankers Assocratron

The commrttee through the secretanat successfully obtarned a Hrgh Court

rulrng that declared the requrrement for banks to matntatn Next of Krn regtsters

rnvalrd and unconstrtutronal Thrs ruLng was delrvered on 20rr'June 2019

Provrded a platform for the member banks to share experrence and knowledge

on rndustry wrde challenges rncludrng rmplementatron of IFRS 16 Leases whtch

came rnto effect on 1't January 2019 and complrance wtth the Unclarmed

Frnancral Assets Act

Provrded oversrght to Tax sub-commrttee, KBA 2O2O budget revrew and

approval and revrew of KBA 20'19 management accounts and 2O1B annual

frnancral statements

Commrttee Goals for 2O2O Support KBA Tax Sub-Commrttee to achreve rts mandate rn lrne wrth the terms

of reference for the Sub-Commrttee

Facrlrtate collatron of vrews from member Banks on technrcal submtsston that

they would want specrfrc lobbyrng and gurdance

Provrde oversrght to KBA and IPSL Frnance functrons to undertake efftcrently

and effectrvely therr respectrve mandates

t

a

/
2

3

I

NAME OF COMMITTEE FINANCE & AUDIT COMMITTEE



CORPORATE GOVERNANCE STRUCTURE AND REPORT OF THE COMMITTEE CHAIRPERSONS 57

FINANCE & AUDIT ATTENDANCE RECORD

Number of Meetings
Jan-Dec 2019COMMITTEE MEMBERS Percentage

Standard Chartered Bank

Stanbic Bank

I & tV Bank

Co-Operative Bank

DTB Kenya

Middle East Bank

Bank of Africa

Spire Bank

NCBA Bank

Absa Bank

ABC Bank

Equity Bank

Family Bank

The Finance & Audit Commtttee held four meetings between January and December 2019.

4of4

1of2

4of4

1ot 2

4of4

4of4

2ol 2

lof2

1ol 2

1ot 2

1of2

1ol 2

3of4

100%

50%

100%

100%

100"/.

100%

50%

50%

50%

15%
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NAME OF COMMITTEE TAX SUB-COMMITTEE

Charrperson

Vrce Charrperson

Secretary

Commrttee Achrevements rn 2019

a

J

Betty Chuma - Stanbrc Bank

Peter Mungar - Absa Bank

Kennedy Mutrsya - Kenya Bankers Assocratron

Successful launch of the PwC/KBA Total Tax Contlbutton (TTC) report for the

bankrng rndustry Thrs was launched on 15'h October 20'19 durrng a breakfast

sessron attended by natronal stakeholders and reported wrdely rn varrous

natronal newspapers

Held an rndustry wrde sensrtrsatron workshop tn conlunctton wrth KPtr/G

rn November 2019 for update on the tmpact of the Frnance Act 2019 on the

bankrng sector Other emergrng tax matters tmpacttng bankrng sector were

drscussed

Made proposals and presentatrons to the Nattonal Treasury and the

Parlramentary Commrttee on Frnance and Trade on Frnance Brll/Act 20'19

rnclusrons on the followrng rtems

. Defrnrtron of return on loan or exclusron from excrse duty on tnterest

related fees,

. Exemptron from Excrse duty on'advrsory fees'of banks

. Tax on drstrrbutron out of untaxed profrts (lnfrastructure Bonds)

. Rebate mechanrsm for servrces

. Excrse duty on card

Frnance Act provrded for exemptron from excrse duty 'loan related fees Even

though return on loan was not defrned, rt creates clalty for the members that

loan fees are specrfrcally exempted

Further, the Frnance Act 2019 granted the appltcatton to have all tncome exempt

under the lncome Tax Act to be excluded from the drstrrbutron tax therefore by

extensron grantrng our prayer of exemptrng drstflbutron tax on lnfrastructure

Bonds

l\,4ade submrssrons to KRA and subsequently to the Natronal Treasury for

specrfrc exemptrons from PIN requrrement for all bank accounts opened The

Frnance Act 2019 provrded a drspensatron to allow the Commrssroner to exempt

some accounts from PIN requrrement on appLcatron

KBA has made the applrcatron for exemptron on behalf of the rndustry

Successfully contested tn the Htgh Court the applrcabrlrty of Caprtal Garns

Tax (CGT) applrcatron on forced sale transactrons KRA had demanded CGT

on proceeds of forced sale for recovery of non-performrng loans from some

members The Hrgh Court agreed wrth KBA that the lender does not have the

oblrgatron under the law to account for CGT

KRA appealed the HC ludgement whrch was upheld by the Court of Appeal

Through external legal counsel, frled rn the Hrgh Court for a defrnttron of the

terms'rnterest'and'return on loan'wrthrn the context of the Excrse Duty Act

Enhance relatronshrp wrth Kenya Revenue Authorrty through regular

consultatrve engagements wrth KRA relattonshtp team responsrble for the

bankrng sector

Organrse rn the frrst quarter a KBA Coverrng Councrl (CEOs) meetrng/ courtesy

call wrth Commrssroner General or Large Taxpayers Offrce Commrsstoner to

hrghlrght rndustrywrde tax concerns

I

I

4

5

Commrttee Goals for 2020
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NAME OF COMMITTEE TAX SUB-COMMITTEE GONTD )

\-

Commrttee Goals for 2020

TAX ATTENDANCE RECORD

Hold 2O2O PwC/KBA TTC report for the bankrng rndustry and present to
relevant natronal stakeholders

Lrarse wrth and provrde all the necessary rnput on the Hrgh Court case on

rnterpretatron of return on loan under Excrse Duty Act

Hold tax sensrtrsatron workshop rn con1unctron wrth tax consultants for the

rndustry after the pubLcatron of the Frnance Brll/Act 2020 to sensrtrse members

of the proposed changes therern and how they rmpact the bankrng sector

Other workshops wrll be organrsed as necessary when there are emergrng

controversral tax matters affectrng the members,

Follow up on the PIN exemptron applrcatron made on behalf of the members.

Partrcrpate rn the publrc rnput rnto the lncome Tax Brll 2018

Partrcrpate rn the Frnance Brll/Act 2020 submrssrons (already submrtted) for

rndustry proposals to be consrdered for rnclusron

I

F

b

KCB Bank

Absa Bank

Standard Chartered Bank

Bank of Afrrca Kenya

ABC Bank

Equrty Bank

l&MBank

Co-Operatrve Bank

SBM Bank

Stanbrc Bank

DTB Kenya

Bank of Baroda

Eco bank

DIB Bank Kenya

Commercral Bank of Afnca

NIC Bank

2of 4

3of4

3of4

2of 4

lof4

2of 4

3of4

3ot4

2of 4

4of4

4of4

1of 4

3of 4

1of 4

4of4

1of 4

so%

1to/

1Co/

50%

aFo/

50%

1tro/

15%

100%

100%

15%

2s%

100%

25%

]

Number of Meetings
Jan-Dec 2019COMMITTEE MEMBERS Percentage

The Tax Sub-Commtttee held four meetngs between January and December 2019
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NAME OF COMMITTEE FINANCIAL MARKETS SUB-COMMITTEE

Charrperson

Vrce Charrperson

Secretary

Commrttee Achrevements rn 20'19

Phrlp Wambua - Afncan Bankrng Corporatron

Anthony Krrur - Absa Bank

Mutahe Karuoro - ACI Charr - Co-Operatrve Bank of Kenya

The FMC whrch rs a representatrve ofthe Kenya Banks Treasurers Forum (KBTF)

spent a greater part of 2019 focused on the followrng key oblectrves

. To uphold Market Conduct and Drscrphne

. To promote effectrve trarnrng of the Bank Dealers

. To partrcrpate rn the creatron of New Forex and Money Market Products

. To Develop and Nurture the Frnancral Markets rn Kenya

ln thrs regard we undertook the followrng actrvrtres rn 2019

1. Training: The Treasurers Forum and ACI Kenya conducted the followrng

trarnrng rn 2019

2, ACI Dealing and Operations Certificate: Peter Skentt & Assocrates Thrs rs

an annual course whrch rs rdeal for upcomrng dealers and rt rs now mandatory

that front offrce dealers must be ACI Certrfred The Operatrons Certrfrcate rs

rdeal for frlhng rn the knowledge gaps rn the treasury back offrce staff

3. ACI Dealing Simulation: Run by ACI Austraha Conducted every two years,

thrs course offers practrcal and experrentral feel of the dealrng room

4. ALM Simulation & Mechanics: Thrs course offers Asset & Lrabrlrty

Management skrlls whrch are crrtrcal rn the Banks day to day Management

5. BIS FX code of conduct workshop: Thrs was a one day workshop to provrde

awareness and practrcal appLcatron of good market practrces rncluded rn the

BIS FX Global code

6. Other key activities held are: On 3'd October 2019, Treasurers Forum held a

Breakfast meetrng together wrth ACI leaders at Sarova Panafrrc hotel to revrew

the actrvrtres of the year among them

r Creatron of a strong rndustry Assocratron

rr Trarnrng

rrr Creatron of OTC exchange

On 5'h December 2019 the FMC together wrth the Treasurers organrzed a capacrty

burldrng workshop conducted by Messrs Kevrn Prccolr, Deputy Drrector of the Offrce

of lnternatronal Affarrs, US Commodrty, and Future Tradrng Commrssrons rn New York

and Prof Ronald H Frller a Member of the Board of Drrectors and the Executrve

Commrttee of the Natronal Futures Assocratron

The oblectrve of the workshop was to benchmark wrth varrous lurrsdrctrons on how

SRO's operate

ln attendance were CBK, Caprtal Markets Authorrty, FSD Afrrca, US Treasury, Natronal

Treasury, ACI Kenya leadershrp and FMC

Gorng forward and as gurded by the CBK, FMC wrll focus on creatron of a strong

all-rnclusrve rndustry assocratron wrth gurdelrnes on proper roles, governance and

membershrps

Frnally, the charrman of Kenya Bank Treasurers Forum and some FMC members have

been rnvrted to partrcrpate rn Bond market stakeholders forum whrch takes place

at the Central Bank of Kenya and also the rmplementatron of Central Securrtres

Deposrtory (CSD) an upcomrng prolect led by the Central Bank of Kenya

-/

a

7
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FINANCIAL MARKETS ATTENDANCE RECORD

Number of Meetings
Jan-Dec 2019COMMITTEE MEMBERS Percentage

ABC Bank

Stanbic Bank

Co-Operative Bank

Absa Bank

SBM Bank

Bank of Africa

Credit Bank

UBA Bank

The Financial Markets gub-Commtltee held five meetings between January and December 2019.

5of5

'lol 5

5of5

2of 5

4of5

2of5

2of5

3of5

100%

40%

100%

40%

80%

40%

60%

t

NAME OF COMMITTEE NATIONAL PAYMENTS SUB-COMMITTEE

Chairperson

Vice Chairperson

Secretary

Committee Achievements in 2019

Suraj Shah - DTB Kenya

lr,4ark Odoyo - DIB Bank Kenya

Fidelis Muia - Kenya Bankers Association

. Demonetization

- All Banks successfully met CBK's target of demonetization of the KSh. 1,000

note and repatriated all notes before the deadline

- All Banks were able to successfully calibrate their existing ATN/ fleets to

accept and disburse the new notes

The committee embarked on devising a biometric standard for all Banks to

adopt in identifying their customers

Currency centres

- The Kisii cash centre was approved and refurbishment has begun

Payments system management body (PSMB) formation

- The committee actively participated in the formation of the payments

system management body to allow players in the Payments industry to

set standards and rules for interoperability and infrastructure sharing.

The NPS committee will be an active participant and sitting member in the

PSMB when it goes live

Credat/ debit card project (KADI)

- The sub-committee together with the Kenya debit and credit card

association has proposed to fast track the project KADI proposals aimed at

increasing the adoption of Payment Card transactions in Kenya

PesaLink

- E-citizen integration live with 2 banks and 7 completed on UAT

- Sportpesa, Stima Sacco, lnterswitch, Pata power and l-Pay (Jumuia)

integrated and live on Pesalink

- All Banks complied with the Deloitte recommendations on securing the

PesaLink system
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NAME OF COMMITTEE NATIONAL PAYMENTS SUB-COMMITTEE (CONTD)

Commrttee Achrevements rn 2019

Commrttee Goals for 2020

All Banks adhered to the swrft CSP standards whrch were set for 2019

Looked at Block charn technology for rnformatron storrng and sharrng across

Banks

Know your customer (KYC) screenrng through a shared resource/ body where

all customer data can be held and querred centrally by all Banks.

- The commrttee met a couple of trmes to evaluate the feasrbrlrty of a shared

data resource and contrnue wrth thrs deltberatton

- A hst of frelds requrred for data capture rn the shared database was also

shared

Cash Centres

- N/onttor the Krsrr cash centre

Payments system management body (PSMB) and Payment Assocratron of

Kenya (PAK)

- Monrtor actrvrtres of the PAK and ensure all Banks become members therern

Pesalrnk Phase ll

- Move towards to Person to busrness transactrons

- lncrease the merchant rntegratrons

- Move drrect debrts to Pesalrnk

Look at block charn technology to enhance

- AML sanctron screenrng

- Know your customer (KYC) screenrng through a shared resource/ body

where all customer data can be held and querred centrally by all Banks

Revlew agency gurdelrnes and the ACT to ensure Banks are protected from

KYC responsrbrlrtres

Focus on the cashless rnrtratrve and look for ways to reduce the use of cash

Agree on the new ToR's for the commrttee grven the formatron of PAK, the swrft

user group led by CBK
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NATTONAL PAYMENTS ATTENDANCE RECORD

Number of Meetings
J";r-Dec 2019COMMITTEE MEMBERS Percentage

DTB Kenya

Crtrbank

Bank of Afrrca

l&MBank

NIC Bank

Gulf Afrrcan Bank

ABC Bank

Commercral Bank of Aflca

Co-Operatrve Bank

Standard Chartered Bank

DIB Bank Kenya

Equrty Bank

Absa Bank

KCB Bank

The Natrcnal Payments Sub-Comm/ttee held three meetngs between January and December 2019

3of3

3of3

2of3

3 of 3

3of3

JOTJ

3of3

2of3

3of3

3of3

3of3

2of 3

2ol 3

JOIJ

100%

100%

66%

100%

100%

100%

66%

100%

100%

100%

66%

66%

100%

BANK FRAUD & RISKS COMMITTEENAME OF COMMITTEE

Charrperson

Vrce Charrperson

Secretary

Commrttee Achrevements rn 2O19

Gerald Munyrrr - Equrty Bank Ltd

Srchana Jalala - NCBA Bank

KBA Secretaflat

Data Protection Bill contribution

The Bank lT systems and Rrsks Sub-Commrttee engaged wlth the Parlramentary

Teams and provrded the rndustry's vrews on the Data Protectlon Btll 2019

Comments were revtewed and the brll later passed and assented by the

Presrdent The Commrttee worked wrth PrtcewaterhouseCoopers (PWC), one of

the consultants to the Parltamentary Commrttee to revlew the Act and provrde

members wrth rnsrghts rnto the provtstons of the law and the lmpact tot eh

rndustry

Private Security Regulations Act

The Bank Securrty Sub-Commrttee through lts partlcrpatron ln the Kenya

Prrvate Sector Allrance Securrty Sector Board membershtp partrcrpated ln the

development, revtew and passage of the Kenya Prlvate Securlty Regulatrons

Act 2019
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NAME OF COMMITTEE BANK FRAUD & RISKS COMMITTEE (CONTD)

Commrttee Achrevements rn 2019

BANK FRAUD & RISKS ATTENDANCE RECORD

Training of Member Bank Teams

The Two Sub-Commrttees of the Commrttee (Bank Fraud and the lT Systems

and rrsks) through the KBA Secretanat facrlrtated a number of workshops to
trarn bank offrcers on vanous aspects of Securrty

a Workshops on Cyber Securrty and lT Securrty rn partnershrp wrth Serranu,

MasterCard and Safarrcom on the vanous platforms tn use between the
partners and member banks

b Bank Fraud sub-Commrttee tratned Securrty Offrcers from member banks

and the Bankrng Fraud lnvestrgatrons Department (BFID) of the Central

Bank of Kenya on vanous aspects of frnancral Crrme usrng the Mobrle

Bankrng applrcatrons

Cheque Security Printer Accreditation Reviews

The Bank Fraud Securrty Sub-Commrttee tn conlunctton wtth the Automated

Clearrng House Sub-Commlttee conducted the quarterly and annual

accredrtatron of Secunty Prrnters for cheques rn the Banktng Sector

Public Education Program

The Bank Securrty Sub-Commrttee tn con1unctton wtth the publrc Relatrons

commrttee and the KBA Secretarrat ran several publrc sensrtrzatton campatgns

on Nzlobrle Phone, Card and PIN Safety known as Kaa Chon;o Thrs campargn

rnvolves a number of players from the Retall Sector, Mobrle Network Operators
and Card Schemes The campargn rnvolved Televrsron, Radro rntervrews and
press brrefrngs and Bank communtcatton to the,r customers

Number of Meotings
Jan-Dcc 2019

COMMITTEE MEMBERS
Percentsge

Equrty Bank

KCB Bank

NIC Bank

GT Bank

DTB Kenya

Famrly Bank

Standard Chartered Bank

l&MBank

Commercral Bank of Afrrca

Co-Operatrve Bank

Bank of Afrrca

Srdran Bank

Absa Bank

3of3

2of3

JOTJ

2ol 3

2of3

1of3

2of3

2ol 3

2of3

2of3

3of3

2of3

2of3

100%

66%

100%

66%

66%

JJ /o

66%

66%

66%

66%

100%

66%

100%

The Bank Fraud & Rtsk Commitee met three ttmes n 2019
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Charrperson

Vrce Charrperson

Secretary

Commrttee Achrevements rn 2019

BANK IT SYSTEM RISKS & SECURITY ATTENDANCE RECORD

Kabuthra Rrunge - NCBA Bank

Vacant

Wrlson Marna - Gulf Afrrcan Bank

Provrded rnput and comments to Parlrament on the Senate and Natronal

Assembly regardrng the provrsrons of the Data Protectron Brll 2019

Promotrng awareness of cybersecurrty regulatrons and rndustry threats,

rncludrng Presentatrons and artrcles authored by Sub-Commrttee members

Three workshops on cybersecurrty for Member banks lT Offtcers

Facrlrtatron of knowledge sharrng and capacrty burldrng for members,

rncludrng sessrons moderated by rndustry experts on cybercrrme and

thrrd party rrsk management

Threat and lncrdent lnformatron sharrng between Banks, MNOs and

Practrtroners rn the lndustry

Further strengthenrng of the lT rnfrastructure through robust practrces

lmplementatron of lT Governance Frameworks ltke COBIT and ISO 27001

Contrnued Facrlrtatrng structured threat and secuflty rnformatron shaflng

between member banks
I
I
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KCB Bank

Standard Chartered Bank

Absa Bank

l&MBank

Bank of Baroda

Commercral Bank of Afrrca

Bank of Afrrca

DTB Kenya

NIC Bank

Co-Operatrve Bank

Gulf Afrrcan Bank

Equrty Bank

M-Orrental Bank

Crtrbank

Sprre Bank

8of9

6of9

4of9

6of9

1of9

3of9

4of9

5of9

5of9

5of9

7of9

'l of 9

7of9

4of9

2of9

89%

67%

44%

67%

JJ /o

/+5%

55%

55%

11%

ll/o

Bank lT System REks & Secuflty Committee met nne ttmes n 2019
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Charrperson

Vrce Charrperson

Secretary

Commrttee Achrevements rn 2019

Commrttee Goals for 2020

Wrllrs Angrra - Stanbrc Bank

Wambur Kaguongo - ABC Bank

Nuru Mugambr - Kenya Bankers Assocratron

KBA Publrc Relatrons actrvrtres contrnue to burld KBA vrsrbrlrty and rernforce the

Assocratron as a key vorce of the bankrng sector Full Year 2019, KBA s publrcrty

reached a natronal audrence generatrng advertrsrng value of approxrmately KSh

600 mrlhon

KBA launched the thrrd edrtron of the rndustry Shared Value Report dunng a

frrst-ever event at Parhament rn conlunctron wrth the Parlramentary Caucus on

SDGs and Busrness

The lnuka SME capacrty burldrng currrculum and onhne e-learnrng platform

reached more than 2 thousand entrepreneurs KBA srgned a partnershrp

agreement wrth Kenya Natronal Chamber of Commerce and lndustry to roll out

the program across 19 countres

Hosted the lnaugural lnua Brashara Day rncludrng Presrdentral Launch of Stawr,

a collaboratron of KCB, Co-Op, DTB and NCBA whrch seeks to promote access

to frnance for mrcro and small busrnesses

Successful Kaa Chon;o Mobrle, Card and Onlrne bankrng safety awareness

campargn, rncludrng p3rtnershrp wrth PesaLrnk, Vrsa, Mastercard, Retarl

Assocratron of Kenya and Consumer Grassroots Assocratron

Successful Customer Servrce Week rncludrng 20'19 Customer Servrce Survey

whrch attracted more than 11,700 responses from consumers

Successful Catalyst Awards event, attractrng recognrtron and pubhcrty of the

wrnnrng banks

Support KBA Lobbyrng and Advocacy rnrtratrves

Partner wrth KBA members to rncrease reach of lnuka SME program

Publrsh rnaugural Sustarnable Frnance Prrncrples voluntary reportrng survey

lncrease member bank drgrtal communrcatrons and cnsrs response capactty
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PUBLIC RELATIONS ATTENDANCE RECORDi
t
B

)

E

DTB Kenya

Equrty Bank

ABC Bank

l&MBank

Srdran Bank

Bank of Afnca

KCB Bank

Stanbrc Bank

Co-Operatrve Bank

Natronal Bank of Kenya

Guaranty Trust Bank

Gulf Afrrcan Bank

Credrt Bank

Absa Bank

SBM Bank

The Publrc Relatons Commtttee held three meetngs between January and December 2019

3of3

lof 3

2of3

3 of 3

1of 3

2of3

3of3

1of 3

2of3

2of3

'lof3

1of1

1of1

1of1

1of1

100%

aao/

67%

100%

33%

6t%

100%

CJ /o

6t%

6t%

33%

100%

100%

100%

100%

Number of Meetings
Jan-Dec 2O19

COMMITTEE MEMBERS
Percentage

NAME OF COMMITTEE CLEARING HOUSE SUB-COMMITTEE

L

Charrperson

Vrce Charrperson

Secretary

Commrttee Achrevements ln 2019

Bnan Kolettt - Crtrbank

Mrchael Mucheru - NCBA Bank

Caleb Ogutu - Natronal Bank of Kenya

lmplementation of the reduction of Direct Debits Mandate Acknowledgement
Period

The sub-commtttee successfully rmplemented the reductron of Dlrect Debrts
mandates acknowledgement penod from fourteen to seven calendar days on 7h

october 2019 Thrs has helped further rmprove customer experence, product effrcacy
and completron of the drrect debrts drgrtrzatron proJect

lntroduction of DFCC lnterim Settlement Session
The Sub-commrttee successfully tntroduced the lnterrm sessron for Domestrc
Forergn Cheque Clearrng, whrch runs at 0730Hrs Wrth thls, banks were able to save
'1 25 Hours darly resultrng to rmproved operattonal effrcrencres across the rndustry

Bank Disputes Arbitrations
The Sub-commrttee facrlrtated four bank drsputes vra arbrtratron The Sub-commrttee
was happy to note a reductton rn fraudulent cases related to Cheques and EFTs rn

the rndustry For the second year runnrng, a maJonty of the cases attnbuted to poor
KYC screenrng by banks durrng account opentng and farlure of banks to abrde by to
therr responsrbrlrtles as collectrng or payrng banks
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CLEARING HOUSE SUB-COMMITTEE (CONTD)NAME OF COMMITTEE

Commrttee Achrevements tn 2019

Commrttee Goals for 2020

Security Printers Accreditation

The Sub-Commtttee, tn conjUnctlon wrth the securlty Commtttee, tntroduced

quarterly securty prrnters' revtew for 2020 accredrtatton

Thrs was the frrst year when quarterly securlty prlnters' revlew were conducted as

opposed to the annual revtew done prevtously

From the quarterly revlews, the sub-commlttee ls happy to note that there ts a

consrstent adherence to the mtntmum KBA standards by the securtty prlnters

seven secunty pnnters were revrewed and successfully accredtted for the year 2020

lndustry Fraud WorkshoP

The clearrng House Sub-commtttee successfully organrzed an rndustry-wtde Fraud

Workshop on 24'h May 2019 at Hrlton Hotel, whrch was attended by more than 80

partrcrpants from member banks The maln toplcs were on Cyber and Cheque related

Frauds Thrs helped rn creatlng awareness on new fraud trends and further equrpped

bank clearrng staff wrth necessary skrlls to rdentrfy and frustrate fraud attempts

related to Automated Cleartng House transactlons

Clearing Managers Workshop

The Sub-commrttee further factlttated an lnteractlve Clearrng Managers workshop

on 14'h June 2019, whrch brought together Clearrng Managers from all the member

banks The sessron helped the member banks to share tdeas on ways to lmprove the

operatrons at the ACH lt was agreed that the workshop be held on an annual basts

gorng forward

ACH rSO 20022

ln 2019, the ISO 2OO22 frle formats at the ACH deltberattons were commenced The

sub-commrttee held two workshops to better understand ISO 2OO22 frle formats

The prolect rs expected to be rolled out tn 2020 wrth rmplementatlon ln the frrst

quarter of 2021, sublect to approvals by the Operatrons and Technology Commrttee

lntroductron of enhanced cheque securrty features by quarler 4,2O2O

lmplementatron ol ISO 2OO22fte formats at the ACH

Hold an rndustry-wrde Fraud Workshop by end of 3'd quarter of 2020

Hold at least one arbltratton sesslon per quarter ln 2020

Perform at least two ACH drsaster recovery tests durrng the year

Hold a Clearrng Managers workshop by 3'd quarter of 2O2O

Perform quarterly secunty prlnters revtews durtng the year

1
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CLEARING HOUSE ATTENDANCE RECORD
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KCB Bank

Standard Chartered Bank

Absa Bank

l&MBank

Co-Operatrve Bank

Cttrbank

Natronal Bank of Kenya

ABC Bank

NCBA Bank

Equrty Bank

Prrme Bank

Central Bank of Kenya

Gulf Afrrcan Bank

Bank of Afrrca

DTB Kenya

Stanbrc Bank

SBM Bank

Ecobank

6 of 1'l

Bof11

8of11

8 of '11

11 of 11

9of11

9of11

6of11

9of11

9of11

5of11

3 of 1'1

2of11

2of11

8of11

2of11

1 of 1'1

1of11

545%

721 %

727 %

100%

818%

818%

545%

545%

818%

455%

181%

181 %

721 %

181%

9%

9%

fhe Automated Cleanng House sub-commtttee, n collaboratpn wih KBA secretarat and The Central Bank of Kenya,
had a very effrcaaous year coupled wtth the enactment of malot ndustry proJects and smooth operatons at the Clearng
House all year round The sub-commtttee succeeded n hawng eleven stttngs duilng the year Heartfelt apprecaton to
the members of thts subcommtttee for the gallant serwce and prodptous commftment towards the achevement of tts
goals for 2019
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Number of Meetings
Jan-Dec 2019

COMMITTEE MEMBERS
Percentage
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CREDIT SUB-COMMITTEENAME OF COMMITTEE

Charrperson

Vrce Charrperson

Secretary

Sub-Commrttee Prrorrtres

Commrttee Achrevements rn 2019

Commrttee Goals for 2020

Chrrstrne lrrlwangr-Marandu - Absa Bank

Bonrface Kroko - ABC Bank

Jared Osoro - Kenya Bankers Assoclatlon

1 To examrne modalttres of re1Uvenatlng the credlt market that has plummeted on

the back of the Bankrng (Amendment) Act, 2016

2 fo look rnto the constratnts to credlt provlslon artstng from llmltatlons ln the

secuflty documentatton and reglstratlon reglme

3. To provrde a forum for member banks to dtscuss non-competltlve tssues relattng

to the management of credlt rtsk tn the bankrng rndustry, rncludtng monrtorlng

developments tn tmplementatton of the credtt tnformatton shartng mechantsm

4 To contrnuously work towards entrenchrng credrt prtctng transparency as

underptnned by the Annual Percentage Rate (APR)

5 Champron trarnrng on matters relatrng to credlt market deepenrng across the

cycle - from deal rdentrfrcatton, closure, and management

6 To assess the tmpLcatton ofthe apphcatron of lnternational Frnanctal Reportlng

Standard (IFRS) I on banks'credrt portfoho

'1 The sub-commtttee spearhead the roll out of a sertes of trarntngs on the

lmplementatron of rrsk-based prtctng frameworks

2 Followrng the development of the currtculum on fundamentals of credrt rrsk

management, the sub-commrttee champloned the rollout of the currtculum

at rndrvrdual banks as an essenttal toolkrt for entry level credrt analysts The

currrculum development was undertaken wrth the support of Ftnancral Sector

Deepenrng (FSD) Trust, KenYa

3 The Commrttee, collaboratrng wrth the Communtcattons and Pubhc Affatrs

department of KBA contrnued to monltor the revamprng of the Annual

Percentage Rate (APR) calculator

4 The Commrttee gave substanttve rnputs towards the roll-out of the lnuka

Programme that targets the MSMEs and embeddrng sustarnable prtnctples tn

credrt provtston

1 Work closely wrth other commlttees of the KBA to collate rdeas on revamplng

the credrt market tn the post lnterest rates capprng perrod

2 lnrtrate a sefles of tratntngs on problem loans management on the back of

rncreasrng non- performtng loans as well as on tncreased credrt to key segments

of the economy such as agrrculture and MSMEs

3 Work towards entrenchtng rlsk-based credrt prrclng as supported by the credrt

rnformatron sharrng (ClS) mechantsm

4 lntegrate aspects of lslamrc Ftnance to the actlvltles of the Sub-commtttee

followrng decrston of combtntng tts actrvttles wrth those of the lslamtc Ftnance

Advrsory sub-Commrttee
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CREDIT ATTENDANCE RECORD
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Absa Bank

Co-Operatrve Bank

DTB Kenya

l&MBank

ABC Bank

NIC Bank

Equrty Bank

Standard Chartered Bank

Commercral Bank of Afrrca

The Credtt sub-Commtttee held three meetngs between January and December 2019

3 of 3

3of3

3of3

3 of 3

3of3

2of3

2of3

2of3

2of3

100%

100%

100%

100%

100%

66%

66%

66%

66%
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Charrperson

Vrce Charrperson

Secretary

Commrttee Achrevements rn 2O'19

Sural Shah - DTB Kenya

Abubakar AL - DIB Bank Kenya

KBA Secretarrat

Thrs Commrttee of the KBA oversees Technrcal aspects of the lndustry and has three
Sub-commrttees reporttng to lt
a Natronal Payments Systems (NPS) Sub-Commrttee

b Automated Clearrng House (ACH) Sub-Commtttee

c Credrt Sub-Commrttee

The commrttee establrshed a Task force to tnvesttgate and report on the vrabrlrty of
settrng up a Banktng lndustry Shared Know Your Customer (KYC) framework The
Commrttee task force recommended the setttng up of a prolect team to work on

the rmplementatron, followtng consultatrons and approval from the Central Bank of
Kenya

The Central Bank of Kenya tntroduced new currency notes and also declared the
demonetrzatron of the old KSh 1,000 Currency note The commrttee through the KBA

Secretarat worked wrth the Central Bank of Kenya to co-ordrnate the roll-out of the
new currency, the synchrontsatron of all automated Teller Machlnes, pornt-of Depostt

and Currency detectors rn thc rndustry as well as staff trarnrng rn all the towns where

the Assocratron has branches

Subsequently the Commtttee co-ordrnated the repatnatton of old currency to the
Central Bank of Kenya wtthtn the deadlrnes strpulated

Through rts Sub-Commtttees, these are the malor achrevements rn the year

r Drrect Debrt Centralrsatton to streamlne and rmprove on the speed and

effrcrency of the Drrect Debrts rn the system

rr Clearrng House Membershrp rncreased by two - KWFT and Rafrkr Mrcrofrnance

Banks

rrr Clearrng House Trmetable synchronrsatron of both the Local (KSh) clearrng

and the Domesttc Forergn currency Streams

rv lmplementatlon of the Krslr Currency Centre prolect

i

I

I

I

j
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OPERATIONS & TECHNICAL ATTENDANCE RECORD

Number of Meetings
Jan-Dec 2019COMMITTEE MEMBERS Percentage

DTB Kenya

DIB Bank Kenya

Guardran Bank

ABC Bank

NIC Bank

Standard Chartered Bank

KCB Bank

l&MBank

Co-Operatrve Bank

Equrty Bank

Bank of Afrrca

Absa Bank

Commercral Bank of Afrrca

Crtrbank

The Operatpns and Technrcal Commtttee met three ttmes tn 2019

3of3

3of3

2of3

2ol 3

3of3

3of3

3of3

3of3

3of3

2of3

3of3

2of3

3of3

3of3

100%

100%

66%

oo%

100%

100%

100%

100%

100%

66%

100%

66%

100%

100%

LEGAL AFFAIRS COMMITTEENAME OF COMMITTEE

Charrperson

Vrce Charrperson

Secretary

Commrttee Prrorrtres

June Opryo - Stanbrc Bank

Steve Atenya - NCBA Bank

Rarmond Molenle - Kenya Bankers Assoctatton

To provrde a forum for member banks to drscuss non-competrttve lssues

relatrng to the management of legal rrsk rn the bankrng tndustry

To monrtor the development of new legtslatron and changes rn the regulatory

envrronment, advrse the Governrng Counctl on proposed new legtslatton and

case law affectrng the bankrng tndustry and rts tmpact to the rndustry and

lobby for amendments to the exrstrng and or proposed legrslatron to secure the

rndustry's rnterests

To conduct market and rndustry research and matntatn tnformatton necessary

for the formulatron o[ and to assrst rn the drafttng of legrslatron affectrng the

bankrng rndustry to world class standards

To co-ordrnate rndustry efforts rn matters pertatntng to the management of

legal rrsk, stakeholder engagement and senslttzatton tn matters pertarnlng to

admrnrstratron of lustrce wrth a bras to the tndustry

To undertake any other assrgnment as may be drrected by the Governrng

Councrl

2

3

4

E
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NAME OF COMMITTEE LEGAL AFFAIRS COMMITTEE rcONTD)

Commrttee Achrevements rn 2019 The Commrttee was able to achreve the followrng

Stakeholder engagement
o Ministry of Lands: Coordrnated trarnrng on the onlrne property regtstratton

for Narrobr Land Regrstry, pendtng prlot testrng by banks and vahdatron of
the drgrtal regulatrons by The Natronal Assembly.

. Collateral Registry Survey: Conducted survey across all banks on

the usage of the Collateral Regrstry as estabhshed by the Busrness

Regrstratron Servrce under the Offrce of the Attorney General and held

sensrtrzatron sessron wrth banks on the frndrngs.

. Trained Commercial High Court Judges: Held trarnrng on lnsolvency

Act and Regulatrons for the Commercral Hrgh Court Judges
. Other stakeholders engaged include: Busrness Court Users Commtttee,

Auctroneers and Lrcensrng Board as well as the Medratron Accredrtatton

Commrttee and represented lndustry concerns and tnterests

2. Reviewing of sector legislation, regulations and policies

Coordrnated the revrew and feedback from banks for submtsston to the Natlonal

Assembly, The Senate and other legrslattve and regulatory bodres regardrng the

followrng laws and regulatrons'

. Pubhc Frnance Management Brll - lobbred agarnst ltmtttng depostts and

rnvestment by government enttttes to government owned banks
. Law of Contracts - lobbred agarnst the proposed law for banks to exhaust

borrowers' assets before seekrng guarantor's seculty
. Frnance Act 2019 - repeal of tnterest rate capprng law
. Employment Act - adoptron leave

. lnsolvency Act and regulatrons

. Sectronal Propertres Brll - ownershrp of flats

. Data Protectron Act

. Unclarmed Frnancral Assets Poltcy

. Bankrng (Amendments) Brll

3. Court Cases Coordination

Provrded drrectron on the followtng court cases court cases

a Successfully petrtroned agatnst the next of Krn law requrrrng the

matntenance of next of krn detarls for all customers wtth KSh lmtllton
penalty for each account rn vrolatron

b Successfully petrtroned agatnst the law on CBK powers on wrthdrawals

and deposrts

c Successfully partrcrpatron as tnterested partles rn the Bonrface Oduor
petrtron leadtng to the declaratton of the tnterest rate capprng law as

u ncon st r tu tron a I

d Ongorng petrtton agatnst the retrospecttve tmposltton of Excrse Duty on

bank charges for the perrod between 1't July to 28'h September 2018

e Wanlrru Florence case on bank charges

f Charterhouse Bank statutory management case

g Oktya Omtatah petttron on use of KBRR rn the rmplementatron of the

rnterest rate capprng law

h lnterchange fees-card busrness

r Ongorng defrnrtron of return on Loan case

1.
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LEGAL AFFAIRS ATTENDANCE RECORD

Number of Meetings
Jan-Dec 2O19

COMMITTEE MEMBERS
Percentage

Stanbic Bank

Standard Chartered Bank

Absa Bank

National Bank of Kenya

Co-Operative Bank

KCB Bank

DTB Kenya

DIB Bank Kenya

HFC Ltd

Bank of Africa

Consolidated Bank

Equity Bank

NCBA Bank

Absa Bank

Sidian Bank

l&MBank

SBM Bank

UBA Bank

The Legal Affairs Committee met ten times in 2019.
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10 of 10

9 of 10

8 of10

5of10

2oflO

4of10

3of10

7of10

7 oflO

2of10

2of10

90%

10%

40%

100%

40%

to%

60%

100%

90%

80%

50%

20%

30%

10%

20%I
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COMPLIANCE COMMITTEENAME OF COMMITTEE

Chairperson

Vice Chairperson

Secretary

Committee Achievements in 2O'19

Committee Goals for 2020

COMPLIANCE ATTENDANCE RECORD

Laban Omangi - Absa Bank

Daisy Namayi - DIB Bank KenYa

Kennedy Mutisya - Kenya Bankers Association

1. Managed to create a robust committee that is very active in its first year of

formation. Held monthly committee meetings which engaged on topical issues

impacting the industrY.

2. Through collaboration with the Financial Reporting centre, held an inaugural

industry stakeholder engagement for bank Chief Executive Officers, AMLROS

and Heads of ComPliance.

1. To build and entrench stakeholder engagement with the key stakeholders

particularly CBK, FRC, CMA, NSE, UFAA, RBA and other relevant compliance

stakeholders in relation to the development of policy and legislation on

compliance issues and restore trust and public confidence

2. Support the industry to enhance the technical and professional competence for

compliance officers through targeted trainings, workshops and seminars Some

of the earmarked trainings will focus on Financial crime, Data protection law and

on Anti money laundering

3. Establish a compliance profession Association for Kenya to promote global best

practices and support professional development for members.

Number of Meetings
Jan-Dec 2019COMMITTEE MEMBERS Percentage

Standard Chartered Bank

KCB Bank

Stanbic Bank

l&MBank

Co-Operative Bank

DTB Kenya

NIC Bank

DIB Bank Kenya

Absa Bank

SBM Bank

Citibank

HFC Bank

Equity Bank

Bank of Baroda

Sidian Bank

6of9

4of9

9of9

4of9

Bof9

7of9

1of9

Bof9

9of9

8of9

6of9

2of2

5of9

Bof9

Bof9

67%

100%

44%

89%

7B%

89%

100%

89%

66%

100%

55%

89%

89%

.|

The Comphance Sub-Committee met twice in 2019.



CORPORATE GOVERNANCE STRUCTURE AND REPORT OF THE CON/N/ITTEE CHAIRPERSONS 77

NAME OF COMMITTEE HUMAN RESOURCE & ETHICS COMMITTEE

Chairperson

Vice Chairperson

Secretary

Committee Priorities

Committee Achievements in 2019

Mr. Robley Ngoje - KCB Bank

Ms. Wangare Gathu - Sidian Bank

Mr. Raimond lr/olenje - Kenya Bankers Association

1. To establish and maintain good industrial relations and ethics in the industry.

2. Foster professional human resource management practices within the industry.

3. Develop a good standard of professional training for bankers in Kenya.

4. Foster harmonious industrial relations between KBA member banks and the

Union.

5. Provide machinery for collective negotiation of terms and conditions of service

for unionisable staff within the industry.

6. Develop and promote ethical behaviour amongst members.

'1. The Committee successfully negotiated the Collective Bargaining Agreement

for all the Unionisable staff within the lndustry for the two-year period 2O19-2O21

with the Banking Insurance and Finance Union leading to enhanced benefits

and conditions of employment to all the Unionisable staff in the lndustry.

2. During the period. the Committee continued to foster harmonious industrial

relations between KBA member banks and the Union with no single collective

dispute registered between KBA and the Union.

3. The Committee facilitated sensrtization sessions for bank human resource

teams on Compensation and Benefits within the financial industry in liaison with

Mc Lagan Minet as well as Green Bonds E-learning module.

!
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HUMAN RESOURCE & ETHICS ATTENDANCE RECORD

Number of Meetings
Jan-Dec 2019

Number of CBA
meetings attendedCOMMITTEE MEMBERS Percentage

KCB Bank

Standard Chartered Bank

National Bank of Kenya

Co-Operative Bank

Absa Bank

Stanbic Bank

Sidian Bank

Middle East Bank

Habib Bank

GT Bank

l&MBank

NCBA Bank

Bank of Baroda

Guardian Bank

DTB Kenya

Consolidated Bank

SBtvl Bank

ABC Bank

14 of 14

11 of 14

2of14

13 of 14

8of14

5ot14

1of14

4of14

1of14

2of14

Ool14

14 of 14

2of14

7 of14

2o114

4of14

Bof14

1o114

12 of 12

10 of 12

1of12

12 of 12

Bof12

5of12

Oof12

3of12

Oof12

1of12

Oof12

12 of 12

1of12

6of12

2ot12

3of12

Bof12

Oof12

100%

19%

93%

51%

36%

7%

29%

1%

14%

o%

100%

14%

50%

14%

29%

51%

The Human Resource & Ethics Commlttee held fourteen meetings in 2019. Twelve meetings werc held to

negotiate the Collective Bargaining Agreement (CBA).

ln addition, a section ol the Commtttee members are also part of the Jont Negotatnn Commtttee (JNC).
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GOVERNING COUNCIL

CHIEF EXECUTIVE OFFICER

PRINCIPAL PLACE OF BUSINESS

lNDEPENDENT AUDITOR

PRINC!PAL BANKERS

LEGAL ADVISORS

Mr Joshua Orgara

Mr John Gachora

Mr Gerald Warur

Dr Grdeon Murrukr

Mr Karrukr Ngarr

Mrs Nasrm Devlr

Mr Jeremy Awon

Mr Krhara Marna

Mrs Rebecca Mbrthr

Mr N/artrn lr,4ugambr

Mr Moezz Mrr

Mr Olabayo Veracruz

Mr Abdalla AbdulkhaLk

Mr Peter Makau

Mr lsaac Mwrge

Dr Habrl Olaka

lnternatronal House

13th Floor, Mama Ngrna Street

PO. Box 73100 - 00200 Narrobr, Kenya

RSM Eastern Afrrca

Certrfred Publrc Accountants

1" Floor, Pacrs Centre

Shp Road, off Waryakr Way, Westlands

PO. Box 349 - 00606 Narrobr, Kenya

KCB Bank Lrmrted

Mor Avenue Branch

PO Box 3008'l - 00100 Narrobr, Kenya

Central Bank of Kenya

Harle Selassre Avenue

PO. Box 60000 - 00200 Narrobr, Kenya

Standard Chartered Bank Kenya Lrmrted

Mor Avenue

PO. Box 30003 - 00100 Narrobr, Kenya

Hamrlton Harrrson & Mathews

PO. Box 30333 - 00100 Narrobr, Kenya,

J N Namasake & Co Advocates

PO, Box 9479 - 00100 Narrobr, Kenya

Obura Mbeche & Co Advocates

P,O Box 28638 - 00200 Narrobr, Kenya

Chatrman

Vrce Chau
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The Governrng Councrl submrt therr report together wrth the audrted frnancral statements of the Group and of the Assocratron for the
year ended 31"t December 20'19

GOVERNING COUNCIL

The Governrng Councrl members who held offrce durrng the year and to the date of thrs report are set out on page 82

PRINCIPAL ACT]VITIES

The prrncrpal actrvrty of the Group rs to play an advocacy role for the bankrng rndustry, managrng the operatrons of an automated

Clearrng House, negotratrng collectrve bargarnrng agreements on behalf of the member banks wrth therr employee's recognrzed unron,

and provrsron of an onlrne platform for realtrme clearrng and settlement of payments between banks and payment solutlon companles

BUSINESS REVIEW

The busrness envrronment rn the year 2019 was extremely challengrng for the Bankrng sector The effects of the rnterest rate capptng

conttnued to lrmrt credrt access to the economy partrcularly to the SME segment of the economy The rnterest rate cap was however

repealed tn November 2019 through the Ftnance Act 2019. Due to the constrarnts rmposed by the rate capprng for the better part of

the year, the sector enhanced rts lendrng requrrement to mrtrgate agarnst hrgh rrsk lendrng Thrs change of busrness model occasroned

most banks to rncrease therr rnvestment rn government secuntres at the expense of lendrng to the productrve sectors of the economy

KBA response to thrs hostrle busrness envrTonment was to enhance lobbyrng and advocacy rnrtratrves that was geared towards repeal

of rnterest rate capprng Several engagement rnrtratrves were undertaken wrth polrcy makers, legrslators and other key stakeholders

and the rnterest rate capprng was repealed rn November 20.19 To fund these engagements a total of KSh 71165182 was expended

towards lobbyrng actrvrtres

ln addrtron to supportrng lobbyrng and advocacy mandate, the Assocratron contrnued to fund operatron of other pro1ects that are

crrtrcal to effrcrent operatron of the rndustry such as the fundrng of the cheque truncatron at an expendrture of KSh 74,609,085 and the

Credrt rnformatron shanng at a cost of KSh 19,326,413

IPSL the subsrdrary of the KBA contrnued to provrde rnteroperabrlrty rn the rndustry as PesaLrnk servrce awareness gradually rncreased

as the servrce was promoted amongst bank customers A targeted aggressrve marketrng campargn to promote usage of PesaLrnk was

carrred out durrng the course of the year

STATEMENT AS TO DISCLOSURE TO THE ASSOCIATION'S AUDITOR

Wrth respect to each member of Governrng Councrl at the trme thrs report was approved

a there rs, so far as the Governrng Councrl rs aware, no relevant audrt rnformatron of whrch the Group's audrtor rs unaware, and

b the Governrng Councrl has taken all the steps that the Governrng Councrl ought to have taken as a member of Governrng Councrl

so as to be aware of any relevant audrt rnformatron and to establsh that the Group's audrtor rs aware of that rnformatron

TERMS OF APPOINTMENT OF THE AUD]TOR

The Governrng Councrl approve the annual audrt engagement contract, whrch sets out the terms of the audrtor's apporntment and the

related fees The agreed audrtor's remuneratron of KSh 720,O0O has been charged to profrt or loss rn the year

BY ORDER OF THE GOVERNING COUNCIL

eoqjo ef u,.1 ao:ro

Char rman Nalrobr
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STATEIVENT OF THE GOVERNING
COUNCI L'S RESPONSI BI LITI ES

The Governrng Councrl rs requrred to prepare frnancral statements for each frnancral year that grve a true and farr vrew of the frnancral

posrtton of the Group and of the Assocratron as at the end of the frnancral year and of rts profrt or loss for that year The Governrng

Councrl rs also requrred to ensure that the Assocratron keeps proper accountrng records that

a show and explarn the transactrons of the Assocratron, and

b drsclose, wrth reasonable accuracy, the frnancral posrtron of the Assocratron

The Governrng Councrl accept responsrbrlrty for the preparatron and presentatron of these frnancral statements rn accordance wrth

lnternatronal Frnancral Reportrng Standard for Small and Medrum-srzed Entrtres They also accept responsrbrlrty for'

r desrgnrng, rmplementrng and marntarnrng such rnternal control as they determrne necessary to enable the presentatron of

frnancral statements that are free from materral mrsstatement, whether due to fraud ot efiot,

rr selectrng and applyrng appropnate accountrng polrcres, and

rrr makrng accountrng estrmates and ludgements that are reasonable rn the crrcumstances

Havrng made an assessment of the Group',s abtlrty to conttnue as a gotng concern, the Governtng councrl rs not aware of any materral

uncertarntres related to events or condrtrons that may cast doubt upon the Group's abrlrty to contrnue as a gorng concern

The Governrng Councrl acknowledge that the rndependent audrt of the frnancral statements does not relreve them of therr

res ponsrb rlrt res

-\^A1' H"J
APPROVED BY THE GOVERNING COUNCIL ON AND SIGNED ON ITS BEHALF BY

Councrl Member

lh--f,U0
C harrman

a
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REPORT OF THE INDEPENDENT AUDITOR TO THE
IMEN/BERS OF THE KENYA BANKERS ASSOCIATION

OPIN!ON

We have audited the accompanying financial statements of Kenya Bankers Association (the'Association") and its subsidiary (together,

the "Group"), set out on pages 87 to 90, which comprise the balance sheet as at 31" December 20'19, the statement of income and

expenditure, and statements of changes in members'fund and cash flows for the year then ended, and notes, including a summary of

significant accounting

ln our opinion the accompanying financial statements give a true and fair view of the financial position of the Group and of the

Association as at 31't December 2019 and of its financial performance and cash flows for the year then ended in accordance with the

lnternational Financial Reporting Standard for Small and Medium-sized Entities.

BASIS FOR OPINION

We conducted our audit in accordance wath lnternational Standards on Auditing (lSAs). Our responsibilities under those standards are

further described in the Auditor's Responsibilities for the Audit of the Financial Statements section of our report. We are independent

of the Association in accordance with the lnternational Ethics Standards Board for Accountants'Code of Ethics for Professional

Accountants (IESBA Code) together with the ethical requirements that are relevant to our audit of the financial statements in Kenya,

and we have fulfilled our ethical responsibilities in accordance with these requirements and the IESBA Code. We believe that the audit

evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

OTHER INFORMATION

The Governing Council is responsible for the other information. Other information comprises the information included in the Annual

Report, but does not include the financial statements and our auditor's report thereon.

Our opinion on the financial statements does not cover the other information and we do not express any form of assurance conclusion

thereon.

ln connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so, consider

whether the other information rs materially inconsistent with the financial statements or our knowledge obtained in the audit

or otherwise appears to be materially misstated. l[ based on the work we have performed, we conclude that there is a material

misstatement of this other information, we are required to report that fact. We have nothing to report in this regard.

GOVERNTNG COUNCIL'S RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

The Governing Council is responsible for the preparation and fair presentation of the financial statements that give a true and fair

view in accordance with the lnternational Financial Reporting Standard for Small and Medium-sized Entities and for such internal

control as the Governing Council determane is necessary to enable the preparation of financial statements that are free from material

misstatement, whether due to fraud or error.

ln preparing the financial statements, the Governing Council is responsible for assessing the Group's ability to continue as a going

conceTn, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the

Governing Council either intend to liquidate the Group or to cease operations, or have no realistic alternative but to do so.

AUDITOR'S RESPONSIBILITIES FOR THE AUDIT OF THE FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material

misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable assurance is a high

level of assurance, but is not a guarantee that an audit conducted in accordance with lSAs will always detect a material misstatement

when at exists. Misstatements can arise from fraud or error and are considered material il 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.

)

I
)

)
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REPORT OF THE INDEPENDENT AUDITOR TO THE
METVBERS OF THE KENYA BANKERS ASSOCIATION rcONTD.)

As part of an audtt tn accordance wrth lSAs, we exercrse professronal ludgement and marntarn professronal skeptrcrsm throughout the
audrt We also

. tdenttfy and assess the rrsks of materral mrsstatement of the frnancral statements, whether due to fraud or error, desrgn and
perform audrt procedures responsrve to those rrsks, and obtarn audrt evrdence that rs sufftcrent and appropnate to provlde a basrs

for our optnton The rrsk of not detectrng a matenal mrsstatement resultrng from fraud rs hrgher than for one resultrng from error,

as fraud may tnvolve colluston, forgery, rntentronal omrssrons, mrsrepresentatrons or the overrrde of tnternal control
. obtatn an understandtng of rnternal control relevant to the audrt rn order to desrgn audrt procedures that are approplate tn the

ctrcumstances, but not for the purpose of expressrng an oprnlon on the effecttveness ofthe Group's rnternal control
. evaluate the a ppropflateness of accou ntt ng pol tcres used and the reasonableness of accountr ng estr mates and related drsclosu res

made by management.

. conclude on the appropnateness of management's use of the gorng concern basrs of accounttng and, based on the audrt

evtdence obtarned, whether a materral uncertarnty exrsts related to events or condrtrons that may cast stgntftcant doubt on the
Group's abtltty to conttnue as a gorng concern lf we conclude that a matelal uncertatnty extsts, we are requrred to draw attentron
tn our audttor's report to the related drsclosures rn the frnancral statements or, rf such drsclosures are rnadequate, to modrfy our
optnton Our conclustons are based on the audrt evrdence obtarned up to the date of the audrtor's report However, future events

or condrtrons may cause the Group to cease to conttnue as a gotng concern
. evaluate the overall presentatron, structure and content of the frnancral statements, rncludlng the drsclosures, and whether the

frnancral statements represent the underlyrng transactrons and events rn a manner that achreves farr presentatron
. obtaln sufftctent approprate audtt evrdence regardrng the frnancral rnformatron of the entrtres or busrness acttvtttes wtthtn the

Group to express an oprnron on the Group's consohdated frnancral statements We are responsrble for the drrectron, supervtston

and performance of the Grou p aud rt We remarn solely responsrble for ou r a udtt optn ton

We communtcate wrth those charged wrth governance regardrng, among other matters, the planned scope and trmrng of the audrt and

srgntftcant audrt frndrngs, rncludrng any srgnrfrcant defrcrencres rn rnternal control that we rdentrfy dunng our audtt

As^^ te-v^^ h^^* W
CERTIFIED PUBLIC ACCOUNTANTS

NAIROBI

I

1q Ka^l 2020

The srgnrng partner responsrble for the rndependent audrt was CPA Elvrs Ogeto, Practrsrng Certrfrcate No 2303
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STATEN/ENT OF INCOIVE AND EXPENDITURE FOR THE
YEAR ENDED 31ST DECEIVBER 2019

GROUP

FINANCIAL STATET\,4ENTS FOR THE YEAR ENDED 2019 87

ASSOCTATTON

NOTE
31.12.19

KSh
311218

KSh
31.12.19

KSh
31.12.18

KSh

Reven ue

Other income

Project related expenses

Administrative expenses

Establishment expenses

Finance costs

Operatlng (deficit)/surplus for the year

Tax income/ (expense)

(Deficit)/surplus for the year

4

5

382,152,551

48,393,193

(224,692,431)

G24,715,394)

c43,080,571)

(64,140,719)

(326,683,365)

2,062151

349,621,685

29,117,579

(169,191,362)

Q17.831,624)

(136,298,094)

(75,659,118)

<320,240,934)

(4,242,567)

354,256,880

41,079141

(224,692,431)

(160,934129)

Q4739,443)

(9,029,982)

(4,O57,766)

334,000,001

28,594,465

(169J91,362)

(146,467,649)

(28,297,060)

18,638,395

(3,914,029)

6

7

B

(324,621,214' (324,483,501) (13,082748) 14,724,366

I

I

I
i

i

I
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BALANCE SHEET AT 31ST DECEIVBER 2019
GROUP ASSOCTATTON

NOTE
31.12.18

KSh
31.12.19

KSh
31.12.18

KSh
31.12.19

KSh

Members'funds

Entrance fees and penalties reserves

Revenue reserve

Contribution for investment in subsidiary

Capital fund

Total members'funds

Non-current liabilities

Borrowings

REPRESENTED BY

Non-current ass€ts

Property and equipment

lntangible assets

lnvestment rn subsidiary

Loan to subsidiary

Deferred income tax

Current assets

Subscription and other receivables

Cash at bank and in hand

Current liabilities

Trade and other payables

Tax payable

Borrowings

Net (liabilities)/assets

THE FINANCIAL STATEMENTS ON

o1'

409,279,850 (129,048,333) 1,719,968,244 870;106,595

493,154,977

493,154,977

409,279,850 364.706104 1.719,968,244 870,106,595

113,488,520

(1,282,528,673)

1,s40,000,002

38,320,001

89,588,520

(934,002459)

680.000,000

35,370,606

113,488,520

28,159,121

1,540,000,002

38,320,001

89,588,520

65,141,469

680,000,000

35,370,606

9

11

12

13

1l

10

130,874,123

'136,116,979

162,O48,t61

204,630,391

65,430,269

2,618,740

140,000,000

1,135,378,937

70,518,23s

3,508,126

140,000,000

537,662s37

9,407,394 2,893,261

276,398,496 369,512,413 1,343,481,946 751,693,898

14 227,133578

193,664,16',l

24,291,300

187,218,892

214,821,375

186,276,513

19,745,196

130,572,89315

420,797,139 211,576i92 401,092888 150,318,089

16

I

100,749,406

227,451

186,939,522

144,136,293

113,831

71,531,831

24,418,492

139,098

31,250,786

654,606

282916,385 216,441,961 24,61t,590 31,905,392

132,881,354 (4,865,769) 376,480,298 118,412,691

PAGES 87 TO 90 WERE AUTHORISED FOR ISSUE BY THE GOVERNING COUNCIL ON

HTTY AND WERE SIGNED ON ITS BEHALF BY:

jrrfrr,r* 364Jo6,644 y:f"r 'go.frt

eBffiEjo ,(-

I

Cha rrman Council Member
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STATEN/ENT OF CHANGES IN IVEMBERS'FUNDS
FOR THE YEAR ENDED 31ST DECEIVBER 2019

EntranceFees Contribution
and Penalties For lnvestment

Reserve in Subsidiary
KSh KSh

Revenue
Reserve

KSh
Total

KSh

Capital Fund
KSh

I

I

I

a. GROUP

At l't January 2O18

Deficit for the year

Contributions received in the year

Transfer to other operating income

Transfer to entrance fees and

penalties reserve

At 31'r December 2O18

At l't January 2019

Deficit for the year

Contributions received in the year

Transfer to other operating income

Transfer to entrance fees and
penalties reserve

At 31't December 2O19

b. AssoctATtoN

At 1't January 2O18

Surplus for the year

Contributions received in the year

Transfer to other operating income

Transfer to entrance fees and
penalties reserve

At 31't December 2O18

At l't January 2O19

Surplus for the year

Contributions received in the year

Transfer to other operattng income

Transfer to entrance fees and

penalties reserve

79,988,520 425,000,000 (599,860,060)

- G24,542399)

255,000,000

4O;tO6,433 (54J6s;r07)

(324,541,399)

255,000,000

G.73s.82t)(4,135,827)

9,600,000 (9,600,000)

89588,520 680,000,000 (934,002459) 35,370,606 (129,O48,3i!3)

89,588,520 680,000,000 (934,0O24s9)

- (324,621,2t4)

860,000,002

60,023I03

14,124,366

6sJ42469

Q3,O87,748)

35,370,606

2,949,395

(t29048,333)

(324.621.214)

860,000,002

2,949,395

23,900,000 (23,900,000)

113,488,520 1,540,000,002 <1,282,52A,673) 38,320,001 409,279,850

79,988,520 425,OOO,000 4OJ06,433 6OsJt18,056

14,724,366

255,000,000

(4,735,827)

255,000,000

(4,135,827)

9,600,o00 (9,600,000)

89,588,520 680,000,000 65;t42469 35,370,606 870;106,595

89,588,520 680,000,000 35,370,606 870;106,595

(13,087,748)

860,00q002

2,949,395

860,000,002

2,949,395

23,900,000 (23,900,000)

l'
I

l,

At 31't December 2019 113,488,520 1,540,O0O,0O2 28:t59,721 38,32O,OO1 1,719,968,244
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STATEIVENT OF CASH FLOWS FOR THE
YEAR ENDED 31ST DECEIVBER 2019

GROUP ASSOCIATTON

NOTE
31.12.19

KSh
31.12.18

KSh
31.12.19

KSh
31.12.18

KSh

Cash flows from operating activities

(Defrcrt)/surplus for the year

AdJUStments for

Tax (rncome)/expense

Deprecratron of property and

equr pment

Amortrsatron of rntangrble assets

Change rn caprtal fund

lnterest rncome

lnterest expense

Loss on drsposal of equrpment

Assets wrrtten off

Changes rn operatrng assets and lrabtlrtres

(lncrease)/decrease rn subscrtptton

and other recervables

(Decrease)/rncrease rn trade and other

payables

Net cash (used tn)/generated from

operattons

lnterest pard

Interest rncome

lncome tax pard

Net cash (used rn)/generated from

operatrng actrvrtres

Cash flows from investing activities

Purchase of property and equrpment

Proceeds f rom sale of equrpment

Purchase of rntangrble assets

Members contrbutron to substdtary

Net cash generated from rnvestrng

acttvttrcs

Cash flows from financing activities

lncrease of loan to substdrary

Net proceeds from borrowtngs

Net cash used tn financtng acttvtttes

Net rncrease/(decrease) rn cash and cash

eq u rvalents

Cash and cash equtvalents at start of year

Cash and cash equrvalents at end of year

(324,621,214) (324,547,39q (3,O81,14O 14,124,366

(2,062,1s1) 4,242,561 4,051,166 3,914,O29

tr

6

o

11

12

11

40,261,211

88,570,399

2,949,395

(10,831,369)

64,140,119

565,2ss

1,850,243

(384,794,611)

(64,140,119)

10,831,369

(4,998,362)

55,340,935

66,012,058

(/*,135,827)

(10,367,08s)

75,659,118

63,898

13,s12055

829,386

2,949,395

(9,517,317)

16,312,248

621,695

(4,735,821)

(9,843,971)

9,843,971

(2321,943)

63,898

(202,836,218) 14,818,203 (19s,O76,179) 15,211,362

(43,386,887) 22,138,328 @.112,294) (13,193,221)

345,185

1,850,243

(200,904,508) 22,534,519(100,71s,204)

(75,659,118)

10,367,O85

(2,365,646)

9,511,311

(4,513,214)

(4/+3,102,323) (168,372,883) (195,960,46s) 30,0s0,607

12

(11,556J37)

48,000

(20,os6,987)

860.O00,002

(13,544,414)

93,835

(26,969,413)

255,000,000

(10,672,511)

48,000

(6,043,517)

93,835

(2,213,s31)

255,000,000860,000,002

828,434,818 214,580,008 849,375,485 2/+6,836,181

(592711,400) (283,919,293)

Qt8,341,286)

a1w4128A

6,38s,269

181,218,892

4s,649982

141,628p10

55,703,620

130,572,893

(2031,899)

131,604,792

(s57t43)

(5s7,143) (s92711,400) (283,919,293)

15 193,664;161 187,278,892 186,276,513 130,572,893
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NOTES

1. GENERAL INFORMATION

Kenya Bankers Association (the 'Association") is domiciled in Kenya where it is registered by the Registrar of Trade Unions

under the Trade Unions Ordinance 1952. The address and its principal place of business is set out on page 82. The principal

activity of the Group is to play an advocacy role for the banking industry, managing the operations of an automated Clearing

House, negotiating collective bargaining agreements on behalf of the member banks with their employee's recognised union, and

provision of an online platform for real time clearing and settlement of payments between banks.

2. BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

These financial statements have been prepared on a going concern basis and in compliance with the lnternational Financial

Reporting Standard for Small and lr/edium-sized Entitjes (IFRS for Slr/Es) issued by the lnternational Accounting Standards

Board. The financial statements are presented in Kenya Shillings (KSh). The measurement basis used is the historical cost basis

except where otherwise stated in the accounting policies below.

Revenue recognition

Revenue from provisron of services is recognised by reference to the stage of completion of the transaction at the end of the

reporting period. Revenue is measured at the fair value of the consideration received or receivable, net of discounts and sales-

related taxes collected on behalf of the Government of Kenya.

Revenue comprises subscriptions received or receivable from members who have subscribed to the services offered by the

Association. Subscription income is recognised on accrual basis.

Other revenue recognition policies include:

a) Entrance fees are recognised when received as this is the earliest point at which the Association's right to receive

the income is established.

b) Interest ancome is recognised on accrual basis.

c) Clearing house penalties are recognised when a penalising event occurs in accordance with the rules.

d) Switch income is recognised on receipt.

lncome tax
Tax expense represents the aggregate amount included in profit or loss for the period in respect of current tax and deferred tax.

Current tax is the amount of income tax payable or refundable in respect of the taxable profit or loss for the current and prior

periods, determined in accordance with the Kenyan lncome Tax Act.

"Deferred tax is determined on differences arising between the carrying amounts of assets and liabilities in the financial statements

and their corresponding tax bases (known as temporary differences), using tax rates and laws enacted or substantively enacted

at the balance sheet date and expected to apply when the asset is recovered or the liability is settled."

The measurement of deferred tax assets and liabilities reflects the tax consequences that would follow from the manner in

which the company expects, at the end of the reporting period, to recover or settle the carrying amount of its assets or liabilities.

However, for investment property that is measured using the fair value model, there is a rebuttable presumption that the carrying

amount of the investment property will be recovered through sale.

Deferred tax liabilities are recognised for all taxable temporary differences except those arising on the initial recognition of an

asset or liability, other than through a business combination, that at the time of the transaction affects neither the accounting

nor taxable profit or loss.

Deferred tax assets are recognised only to the extent that it is probable that future taxable profits will be available against which

temporary differences can be utilised. Recognised and unrecognised deferred tax assets are reassessed at the end of each

reporting perrod and, if appropriate, the recognised amount is adjusted to reflect the extent that it has become probable that
future taxable profits will allow the deferred tax asset to be recovered.

Consolidation

A subsidiary is an entity (an investee) controlled by the Associatron. The Association controls an investee when the Association

rs exposed, or has rights, to variable returns from its involvement with the investee and has the ability to affect those returns
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through lts power over the tnvestee The Group's frnancral statements rncorporate the results, cash flows, assets and habtlrttes of

the Assoctatton and rts subsrdrarres All rntragroup transactrons, balances, rncome, and expenses are ehmtnated on consoltdatton

Non-controllrng tnterests tn the results and net assets of the subsrdrarres are presented separately tn the Group's balance sheet

and statement of rncome

Translation of foreign currGncies

All transactlons rn forergn currenctes are rnrtrally recorded rn Kenya Shrllrngs, usrng the spot rate at the date of the transactron

Forelgn currency monetary ltems at the reporttng date are translated usrng the closrng rate All exchange drfferences artstng on

settlement or translatron are recogntsed rn proftt or loss

lnvestment in subsidiary

lnvestment rn subsrdrary rs carrred at cost less any accumulated tmpatrment losses

Borrowing costs

All borrowrng costs are recogntsed tn profrt or loss tn the perrod rn whtch they are tncurred

Financial assets

Subscrrptron and other recervables are rnrtrally recognrsed at the transactron prtce Subscrtptton revenue ts made on the basrs of

normal credrt terms, and the recervables do not bear rnterest Where credrt ts extended beyond normal credtt terms, recetvables

are measured at amorttsed cost ustng the effecttve rnterest method At the end of each reportrng perrod, the carryrng amounts of

subscrrptron and other recervables are revrewed to determrne whether there rs any oblecttve evtdence that the amounts are not

recoverable lf so, an rmparrment loss rs recognrsed rmmedrately rn lncome and expendtture statement

Property and equipment

Items of property and equrpment, are measured at cost less accumulated deprectatton and any accumulated lmpalrment losses

Subsequent costs are rncluded rn the asset's carryrng amount or recognrsed as a separate asset, as approprlate, only when tt ts

probable that rt wrll rncrease the future economrc benefrts assocrated wrth the rtem that wtll flow to the Group over those orrgrnally

assessed and the cost of the rtem can be measured relrably Reparrs and marntenance expenses are charged to the profrt and loss

account rn the year rn whrch they are tncurred

Deprectatton rs charged so as to allocate the cost of assets less therr resrdual values over thetr estrmated useful lrves, ustng the

reducrng balance method

lf there rs an rndrcatron that there has been a srgnrfrcant change rn the useful lrfe or restdual value of an asset, the deprectatton of

that asset rs revrsed prospecttvely to reflect the new expectatlons

On drsposal, the drfference between the net drsposal proceeds arrd the carryrng amount of the rtem sold ts recogntsed tn tncome

statement

lntangible assets

lntangrble assets compnse purchased computer software and are stated at cost less accumulated amortrsatton and any

accumulatedrmparrmentlosses Theyareamortrsedovertherrestrmatedlrfeof frveyearsusrngthestrarght-llnemethod lf there

rs an rndrcatron that there has been a srgnrfrcant change rn amortrsatron rate, useful ltfe or resrdual value of an tntangtble asset,

the amortrsatron rs revrsed prospectrvely to reflect the new expectatlons

lmprirmcnt of non-financial ass€ts

At each reporttng date, property, equtpment and rntangrble assets are revrewed to determrne whether there rs any rndrcatron

that those assets have suffered an tmpatrment loss lf there rs an rndrcatron of possrble rmparrment, the recoverable amount of

any affected asset (or group of related assets) ts estrmated and compared wrth rts carrytng amount lf the esttmated recoverable

amount rs lower, the carryrng amount rs reduced to rts estrmated recoverable amount, and an tmpatrment loss ts recogntsed

rmmedrately rn rncome statement

lf an lmparrment loss subsequently reverses, the carryrng amount of the asset (or group of related assets) rs rncreased to the

I

(

I
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revised estimate of its recoverable amount, but not in excess of the amount that would have been determined had no impalrment

loss been recognised for the asset (group of related assets) in prior years. A reversal of an impairment loss is recognised

immediately in income statement.

Financial liabilities
"Financial liabilities are initially recognised at the transactron price (less transaction costs). Trade payables are obligations on the

basis of normal credit terms and do not bear interest. lnterest bearing liabilities are subsequently measured at amortised cost

using the effective interest method."

Cash and cash eguivalents

Cash and cash equivalents include cash in hand and demand and term deposits, with maturities of three months or less from

the date of acquisition, that are readily convertible to known amounts of cash and which are sub.lect to an insignificant risk of

changes in value.

Employee benefits - post-employment benefit obligations

The association operates a defined contribution retirement benefits plan for its employees, the assets of which are held in a

separate trustee administered scheme managed by a segregated scheme. A defined contribution plan is a plan under which the

association pays fixed contributions into a separate fund, and has no legal or constructive obligation to pay further contributions

if the fund does not hold sufficient assets to pay all employees the benefits relating to employee service in the current or prior

years. The association's contributions are charged to the profit and loss account in the year to which they relate.

The Association and the employees also contnbute to the National Social Security Fund (NSSF), a national defined contribution

scheme. Contributions are determined by local statute and the Association's contributions are charged to income and expenditure

statement in the year to which they relate.

Employee entitlements
The estimated monetary liability for employees'accrued annual leave entatlement at the balance sheet date is recognised as an

employment cost accrual.

Cash centre capital grant

Cash centre capital grant are accounted for when capital expenditure for the Cash centre has been incurred. Depreciation

charged on the assets is charged to statement of income and expenditure and an equivalent amount transferred from the funds

to other operating income.

Entrance fees and penalties reserve

Entrance fees is charged when a member joins the Association while penaltres are charged when a member breaches the set

rules for the clearing house. These are initially recognised as income through income statement and expenditure and later

transfered to the reserve account as they are not usually factored in the budgeted expenditure. These funds are set aside and

can be utilised with the authorisation of the Governing Council.

Contribution for investment in subsidiary

This represents a non-refundable contribution by members' towards the Association's investment in its subsidiary company,

lntegrated Payment Services Limited.

3. JUDGEMENTSANDKEYSOURCESOFESTIMATION UNCERTAINTY

No significant judgements have had to be made by the Governing Council in preparing these financial statements.
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GROUP ASSOCTATION

31.12.19

KSh
31.12.18

KSh
31.12.19

KSh
311218

KSh

4. REVENUE

Membership subscriptions fees

Entrance fees

Associate members subscription

Switch income

5. OTHER INCOME

Clearing house penalties

lnterest on fixed deposit

Other income

Sponsorshi p

Transfer of capital fund

Training ancome

6. F]NANCECOSTS

lnterest expense

- Bank loan

7.

350,256,880

12s00,000

4,000,000

10,395,677

23,900,000

'10,831,369

640,000

4,050,366

4,718,508

4,252,950

330,000,001

10,000,000

4,000,000

5,621,684

350,256,880 330,000,001

4,000,000 4,000,000

382j152,557 349,621,685 354,256,880 334,000,001

9,600,000

10,362085

700,000

2,496,000

4,135,827

1,218,661

23,900,000

9,517,317

640,000

4,050,366

4,718,508

4,252ps]

9,600,000

9,843,971

700,000

2,496,000

4,735,821

1,218,661

48,393;t93 29:117,579 47,O79;t41 28,594,465

64,740J19 75,659J18

(DEFICID/SURPLUS BEFORE TAX

a) The following items have been

recognised as expenses in determining

(deficit)/surplus before tax:

Employee benefits expense

(see 7(b) below)

Depreciation of property and equipment

Amortisation of intangible assets

b) Employee benefits expense

Wages, salaries and allowances

Retirement benefit costs:

- Defined contribution scheme

- Natronal Social Security Fund

The average number of persons employed

during the year, by category, were:

Management and administration

175,875,340 155,784,682 1',18,393,942 104,342,082

183,229,925

40,261,218

88,570,399

161,852,108

s5,340,935

66,012,058

122,972,532

13,5120s5

829,386

108,262,252

16,312,248

621,695

7,269,385

85,200

5,994,226

73,200

4,540,190

38,400

3,884,570

35,600

183,229,925 161,852J08 122,972,532 108,262,252

Number Number Number Number

36 33 16 15
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GROUP ASSOCTATTON

31.12.19

KSh
3112.18

KSh
311219

KSh
31.12.18

KSh

8. TAX EXPENSE/(INCOME)

Current tax

Deferred income tax

Under-provision in prior year

Deferred tax on tax loss not recognised

4,052766 3,914,O29

88,895,417

(2,062,151) 4,242,567 4,05?66 3,914,029

The Association's income from members is not taxable as it qualifies for tax treatment as a Trade Association under Section

21(2) of the lncome Tax Act. However, interest income and excess pension contributions have been taxed at the rate of 30%

(2017:3O%).

The subsidiary company, lntegrated Payment Services Limited (IPSL), is a taxable entity. However, the subsidiary did not

generate taxable income.

GROUP ASSOCTATTON

4,451,982

(95,409,550)

4,070,963

(101,828,216)

75q000

101,249,820

31.12.19

KSh
31.12.18

KSh
31.12.19

KSh
311218

KSh

(Deficit)/surplus before tax

Tax calculated at the statutory rate of 30%

Tax effect of:

Expenses disallowed

Non taxable income

(Over)/under-provision in prior year

Deferred tax on tax loss not recognised

Tax expense/(income)

(326,683,366) (320,304,831) (9,029,982) 18,638,39s

(98,005,010) (96,091,449) (2,708,995) 5,591,519

1,525,286 11,686

Q,611,490)

750,000

101,249,820

6,766,761

(1,671,490)

(477,845)

88,89s,419

<2,062:151> 4,242,567 4,057,766 3814,029

9. BORROWINGS

The borrowings are analysed as follows:

Non-current

Bank loans

Current

Bank loans

493,754,977

186,939,522 71,531,83'1

186,939,522 565,286,808

The bank loan is secured by:

. A debenture charge of KSh. 560,00O000 over the entire present and future assets of the subsidiary.

. Guarantee of Kenya Bankers Association on behalf of its members.

. Legal undertaking of Kenya Bankers Association on behalf of its members stating that, any cost overrun of the project will

be funded from their long term funds without resorting to any additional borrowing.

I lnterest is payable on the bank loan at Central Bank Reference Rate plus 4%.
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10. DEFERREDTAX

Deferred tax is calculated using the enacted rate of 30% (2018: 30%).

The following are the deferred tax assets recognised by the Group:

At start of year
KSh

Credited/
(charged) to

KSh
At end of year

KShGROUP

Year ended 31't December 2019

Property and equipment

lntangible assets

Provision for impairment of receivables

Provision for leave pay

Tax losses carried forward

Deferred tax asset not recognised

Net deferred tax asset

Year ended 31't December 2O18

Deferred t6x asset

Property and equipment

Provision for impairment of receivables

Tax losses carried forward

Net deferred tax asset

Deferred tax asset not recognised

Net deferred tax asset

2016

2017

2018

2019

Tax losses carried forward

299,961,410

302,860,671 95,409,550 398,210,221

(299,967410) (88,895,417) G88,862,821)

2,893,261 6,514;t33 9,402394

2,143,261

750,000

50,360

5,501,776

961,997

88,895,417

2193,621

5,501,776

750,000

961,997

388,862,827

2143,261

750,000

299,967,410

1,564,865

1,s00,000

195,468,046

578,396

(7s0,000)

104,499,364

198,532,911 104321,160 302,860,671

(195,468,046) (104,499,364) (299,962410)

3,064,865 (171,604) 2,993,261

The deferred tax asset has not been recognised on deductible temporary differences and tax losses carried forward amounting

to KSh. 1,296,209,422 (2018: KSh. 999,368,251) due to lack of certainty of availability of future taxable profits against which such

deductible temporary differences and tax losses could be utilised. Under the Kenyan lncome Tax Act, tax losses are allowable

as a deduction only in the nine years succeeding the year in which they occurred. The tax losses of KSh. 1,285,372610 carried

forward will expire as follows:

284,606362

366,953,790

348,331,213

296,318,057

31"' December 2025

31" December 2026

3l" December 2027

31"' December 2028

ARISING IN: Tax losses Expiring:

1,296,209,422

.a
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11. PROPERTY AND EOUIPMENT

Cost

At start of year

Additions

Disposals

Assets written off

At end of year

Accumulated depreclation

At start of year

Annual depreciation

Less accumulated depreciation on

assets disposed off

At end of year

Carrying amount

At end of year

(1,850,243)

104,098,953 45,013,047 25796,229 23,568,406 249,n6J52

96,431,048

9,518148

66,919,639

4,718,508

45,O13,O47

21,295141

2,750,247

25,823,103

1,O47,251

(1,614125)

14,850,719

991,026

23,898,504

340,811

(1,394,125)

23,568,406

12,225,994

2,843130

16,540,756

248,726,O14

990,738

162,221,364

28,964,366

439,561,618

11,556137

(1,674,125)

(1,850,243)

447,593,387

211,512,857

40,267,277

(1,060,870)

71,638:147 191,185J30 316,719,264

32,460,806 20,962659 1q415,354 8,499,282 58,531,022 13O,8t4:123

(1,060,870)

24,045,388 14J80,875 15,O69J24

Cost

At start of year

Additions

Disposa ls

Assets written off

At end of year

Accumulated depreciation

At start of year

Annual depreciation

Less accumulated depreciation on

assets disposed off

At end of year

Carrylng amount

At end of year

96,431,048

9,518148

(1,850,21t3)

22,/+56,766 91,ttg,2t2

813,558

251105,346

10,672,511

(1.394,125)

(,850,243)
I

'r

r

104,098,953 22,456,766 22,845790 16,540J56 92,591,830 258,53t,495

66,919,639

4,718,508

13,849,806

861,379

14,211,910

768,756

10,469,081

1,525,446

75130,675

5,642,966

180,582111

13,517.055

n,638747 14,711;t85 13,985,726 11,994,527 8OJ73,641 194103,226

o,000,940) (1,000,940)

.

t
I
I

Leasehold
improvements

KSh

Furniture and
fittings

KSh

Office
equipment Motorvehicles

KSh KSh
Computers

KSh
Total

KSh

Leasehold
improvements

KSh

Furniture and
fittings

KSh

Office
equipment Motorvehicles

KSh KSh
Computers

KSh
Total

KShASSOCTATTON

32,460,806 7il6,581 8,859,4& 4,546,229 11,81ff89 65,430,269
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The following annual rates are used for the depreciation of property and equipment:

i
a

Rate %

Motor Vehicles

Furnitures and fittings
Office equipments

Leasehold improvements

Computers

25.00

12.50

12.50

12.50

GROUP ASSOCTATION

3112.18
KSh

31.12.19

KSh

31.12.18

KSh
31.12.19

KSh

12. INTANGIBLE ASSETS

Cost

At start of year

Additions

At end of year

Accumulated amortisation

At start of year

Annual amortisation

At end of year

Carrying amount

At end of year

13. INVESTMENT !N SUBSIDIARY

lntegrated Payment Services Limited

55157,282

402.166,084 382109,100 5s,151,282 55151,282

382,109,097

20,056,987

177,478,706

88,570,399

355139,684

26,969,416

52,943,151

2,213,531

111,466,648

66,012,058

51,649,156

829,386

51,O27,461

621,695

136;t16,979 204,630,394 2,678,740 3,508,126

266,049105 111,418,706 52,478,542 51,649,156

Holding

100% 140,000,000 14O,OO0,OO0

GROUP ASSOCTATTON

31.1218
KSh

3112.19
KSh

31.12.18

KSh

31.12.19

KSh

14. SUBSCRIPTION AND OTHER RECEIVABLES

Deposits

Prepayments

Other receivables

Less: Provision for bad debts

15, CASH AND CASH EOUIVALENTS

Cash at bank and in hand

227:a33,578 24,297,300 214,821,375 19,745i196

1,065,500

5,170,344

220,897,734

1,065,500

4,862090

21,354,686

(2,989,976)

1,065,500

3,481,643

210,274,232

1,065,500

3,414,986

18,254,686

e,989,976)

193,664;161 181,278,892 186,276,513 130,572,893
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GROUP ASSOCTATTON

31.12.19

KSh
31.12.18

KSh
31.12.19

KSh
31.12.18

KSh

16. a) TRADEANDOTHERPAYABLES

Subscriptions received in advance

Other payables

Cash centre payables ('16(b))

Accruals

b) CASH CENTRE PAYABLE

Cash centre payable balance has been

arrived at as follows:

Members'subscription

Cash Centre operating expenses

100,749,406 144;136,293 24,478,492 31,250,786

1,283,629

86,615,959

1,127,255

11,722,563

43,145p19

(42,618,664)

700,000

113,992,450

8,705,007

20,738,836

53,464,733

(44,759,126)

1,283,629

15,242,703

1121,255

6,824,905

43,745,919

(42,618,664)

700,000

7,982,441

8,705,007

13,863,332

53,464,133

@4,759.126)

1;127,255 8,705,007 1:127,255 8,705,007

The Kenya Bankers Association Cash Centre project is a.ioint project between the Association and the Central Bank of Kenya
geared towards a better management of cash in circulation within the respective region by establishment of the Cash Centres.

Under this model, the Association invests through a member bank in the leasehold improvements, equipment and services. The
Association reimburses the hosting bank by sharing this investment cost with all banks that operate in the region.

The Central Bank of Kenya provides the cash to be deposited and circulated in the Cash Centre, as well as management and

operations staff to operate the centres.

17. RELATEDPARTYTRANSACTIONS

The following transactions were carried out with related parties:

ASSOCIATION

31.12.19

KSh
311218

KSh

Loan to subsidiary

At start of year

Amounts advanced during the year

At end of year

532667,537

591,711,400

253,148,244

283,919,293

1;135,378,937 532662537



APPENDIX

SCHEDULE OF CONSOLIDATED EXPENDITURE

GROUP ASSOCTATTON

a

,l

l

i

l
l

31.12.19

KSh
31.12.18

KSh
311219

KSh
31.12.18

KSh

1. PROJECT RELATED EXPENSES

Clearing house running expenses

Public relations and media activities

Credit reference bureau project cost

Resea rch

Advocacy

2. ADMINISTRATIVEEXPENSES

Employment:

Salaries and wages

Pension scheme contributions

National Social Security Fund

Provision for leave dues

Staff welfare costs

Total employment costs

Other administration expenses:

Postage and telephone

Travel and entertainment

Printing and stationery

Conferences facilities

Subscriptions

Computer expenses

Audit fees

- Current year

- Prior year under provision

Vehicle running

Legal fees

Professional fees

Bank charges

General expenses

Consulting expenses

Accommodation expenses

Confectionery expenses

Advertisement and branding

Recruitment

Software support

Data centre costs

Realised exchange loss

Loss on disposal asset

Bad debts provision

Total other administration expenses

Total administrative expenses

3. ESTABLISHMENTEXPENSES

Rent

lnsurance expense

Repairs and maintenance

Amortisation of intangible assets

Depreciation of property and equipment

224,6s2,431. _19!{sE6' 224,6s2,431 _16919199

74,609,085

49,125,835

19,326,413

9,865,916

11,165182

61,409,962

38,292,495

18,808,012

10,803,039

33,811,854
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175,875,340

1,269,385

85,200
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5,994,226

73,200

(5140,651)

6,071,980
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1p81,172

3,239,186
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8159,030

2,259,421

889,584
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3,998,218
aaa oao

1,220,OOO

175,716
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12369,398

589,314

290,918

5,370,288

39,238,346

934,715
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345,185

2,360142

3,900,488

146,515

677,OOO

8,852,223

361,996

1,236,000

110,570

3,493,788

12,956,612

2,-793,O43

218,641

4,519,102

2,294,O94

127,616

312,144

55,922,858

1,835,484

39162,25s

9,875,004

181,436

2,989,976

312,841

1,862,565

508,812

3,153,218

322,828

120,OOO

124,116

3,201,OO2
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s89,314

140,612
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364,408
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12156,212
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8,491,464

4,436,886
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88,570,399

40,261,218

8,253,O24

4,483,825

2,208,252

66,012,058

s5,340,935

4,945,080

4,436,886

1,01.1,036

829,386

13,512055

38,689,507

146,467,649

4,812,000

4,483,825

2,067,292

621,69s

16,312,248

143,080,571 136,298,094 24,739,443 28,297,060
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