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A'I'I,] INI.'OII.MAl-ION

o t Office Savings Bank (Postbank) is established utrder an Act of Parliament CAI'493B
of Kenya, and is domiciled in Kenya. The addless of the registered office of thc Ilank

k ouse

Streetd

30311 00100,

@postbank.co.kc

postbank.co.ke

nya

rul Activities
k s plimarily engaged in the mobilization of savings for national development and

der the Kenya Post Office Savings Bank Act Cap 493B. In addition, thc llank offers

cial services srrch as remittance, collections and disburscrncnt serviccs

(,11, u

tln u{l

il

rs

s(l
g.co
.o. x

airob

t O./lice Savini;s Bank
r orl u n tl.f i rt tr tt t'i ul slut( t,1t' ttls

crs of thc Board of Dircct<lrs wlro scrved during the year are slrown on page 3 to 6

N Maina
any Secretary
3031l- 00100,

cnya

fthe I

ostba

6'h Ba

.o.B
rrrail

ebsit

airob

rr Ilct
ostba

pera

ther fi

lt'cc

hc n.t

o

1



Kenyu ltosl O.ffice Saving:,^ Ilunk
Artttttul rcporl orul Jirtttncial slutements
l"or the .t,cur ended -l I Decemhcr 202-J

CORt'Ott^'t'ti INt,'ot{MA1'toN (CON't't N rI lil))
I'IIIN(]I I'AI, BANKIiITS

Kenya Commercial Bank Ltd

Kencom I Iouse - 6'l' Floor

I).O Box 48400 - 00100
' l el: +254-020-327 0000
Nairobi

National llank ol' Kenya l-td

Harambce Avenuc branch

P.O []ox 72866-00200
'l' el : +25 4 -020 -2|t2 8000

Nairobi
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Auditor'- Ceneral
Office of Auditor Genelal
Anniversary Towers, University Way
P.O.Box 30084-00100
Nailobi

I}ITINCI I'AI, LEGAI, ADVISOIIS

Kale Maina & Bundotich Advocates
'l'eleposta 1-owers, I 3th Floor, Kenyatta Avenue
P.O Box 10674-00100
Nairobi

K imaru Kiplagat Advocates
National llank Building, lst Floor, Uganda Road
P.O Box 5025-30100
Illdoret

Cherono & Co. Advocates

Ilazina'lbwers, 8th F-loor, Monrovia Street
P.O. BOX 4007-00100
Nairobi

Kantai & Co. Advocates
[]r'uce llouse, lOth I.'loor, Standard Street
P.O.BOX34247
Nairobi

Macharia-Mwangi & Njeru Advocates
ACK Galden Annex, 6th Floor, lst Ngong Avenue
P.O. BOX 10627-00t00
Nairobi
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ciali It)ltC and l'eanr l-eadcr in Macro-modelling at the Kenya lnstitute for Public Policy Research and

e holds a PhD in econorrics lront University of Gothenburg, Sweden. [-le is a Member ol'Brookingsn alvs i

c

IX)ARD Ot' l)llllicl'()lts

(lhair c rsoll

rnb. S ,uh S"r.,1 is the currcnt Chairperson of Postbank. She is a seasoned profcssional with over 35 years of
xpcne C public sector. Prior to her current role, she held thc positions of ambassador of Kcnya to China

nd Ch of the Salaries and Remuneration Contmission. Antb. Serem holds a bachelor's degrcc in

ociolo liticaI Soience from thc University of Nairobi, and has extensive expertise in I{uman Resource

anage t, leadersh ip, and management

l'rof. Njuguna Ndung'tr' CltS

Cabinet Secretary, National Treasury & Planning

rof. Nj pa Ndung'u is the Cabinet Secretary, National Treasury & Economic l)lanning. Ile was appointed

abinet retary by President William Samoei Ruto on September 2 .7,2022. Prior to the current appointtnent,

rol N 'u was serving as the Executive Director of the African Economic Research Consortium (AIIRC), a

an A fr' pr.emicr capacity building network ofresearchcrs, trainerc, studcnts, universities, policy tnakers and

lcfnat resource persons. llc is an associate professor of economics at the [Jniversity of Nairobi, Kenya and

c I111n1 te former Govcrnor, Central Bank of Kenya

lof. N u 'u has been a nrernber of the Global Advisory Council of thc World Ilcononric Forum, Vtsiting Fellow

II)rac1 at tllavatnik Schrxrl of Gover-ntncnt, oxfor(l (Jniversity, I)ircctor ol'l)'aining at AERC, Progranrc

Iiica th Initiative, Menrbcr of thc Advisory Committcc of the Alliance for l;inancial Inclusion, that

rtlirt 'inancial inclusion policies in Afiica, Asia ancl l,atin Amcrica, and Senior Advisor lor thc UNCt)F-

scd B 'f han Cash A lliance
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BOARD Ot, Dt Rttcl.otas (CoNl.tNtiUt))
llcnry I'l utrliri

Allcrralc to C{billct Sccrctsry,'I hc National 'l'rcasurl

Mr. Hcnry Mutwiri Riungu is a financial professional with ovcr fifteen years ofcxperience. lbp on the list
of his vast cxpcrience is a fourteen-year tenure at the National Treasury in various capacitics as Senior
Finance officer, Deputy Head ofthe world Bank Division and lhe most recent roles being chief
lnvcstment Officer and Chie f Intergovernnrental Fiscal Relations Officer. During his tenure at lhe National
Treasury, hc was instrumcnlal in ensuring that the resourcc mobilization function was pcrformed by the
Ministry of Finance for the bcnefit of Kenyans, spccifically by rcviewing financing and crcdit agreements
for mobilisation grants and donations; facililating and monitoring the implementation ofdonor-funded
projects and undertaking rcsearch on cxternal resources mobilization to inform policy development.

Prior to joining the National rreasury, Mr. Mutwiri scrvcd as a prices and Monopolies olrccr at the
Ministry ofF'inance, a Procurement Oflicer al thc Office ofthe President and a l-ecturer at Nyeri Technical
Training Institute. He currenrly serves as a Board Menlbcr at postbank. Mr. Mutwiri holds an MBA in
Financc fronr Maseno Univcrsity, a Post Graduate Diploma in Finance from KCA

Jacinta Ksme mba

Jacinta Kamemba has ovcr 20 years' experience in Information communication and 'l cchnology (lcr) and
Projec( Management.
Having worked both locally and globally, Jacinta has acquired a great wealth ofknowledge and experience
in the Infomlstion Communication and Tcchnology field, where she has overseen implementation ;f many
digital transfornlation projccts. She has hcld lcadcrship positions in several inslilu(ions which include
clobal I)ircctor of Digitization at world vision (lormally vision Fund lnternational), Digiral financc
Expcrt and lr Advisor at cl)R-pAMlcA, projecr Manager and ll' change Managcment Champion at
cramcen l"oundation and Hcad of lnformation systenrs (MIS) at vision F-und Kcnya (tbrmally KADET
Microfinance) in l anzania and Kenya.

Jacinta is a Digital Finance Consullant and ltolds a Bachelor's ofEducation Arts from Kenyana University,
Nairobi and a Master in Business Administrarion - MIs major, [Iom the ,nive rsity of Iiastern and
Southcrn Africa Management lnstitutc (ESAMI), A rusha '[ anzan ia. She has undcrtaksn various lrainings
and atlaincd cc ification in otherarcasofthc ln fornration 'l cchno logy field nanrcly. Ccrtilicd l)igital
Financc Practitioncr, ccnifica(ion in I)roduct Managcnrcnt for ljintechs, ccrtificarion in l,cading Money
Markets. (lcrtification in Acccleration orngent Nctwork Management - core ANA Innovative product
Dcvelopnrsnt in Digital Finance and Risk Management in Digital Finance Ms Kanremba hrings tu
Postbank a lot ofkno\vledge in governancc, having served as a member ofscvcral boards. such as lnuka
Microllttattce t,td, Association of Microfinance l)rolbssionals of Kenya (AMl,K). -l 

he Centre In(ernational
de Ddvclopcmcnt ct dc Rccherche (Cll)R) a Irrcnch bascd research insritutc and has been a t.cadcr ofthe
Europcan Microfinance Plattbrnl's digital linance action group - Digital Innovarion for l-'inancial
Empo\YCrmcnt (DIliE).
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ihara is a Chairnran and lloard nlember ofsevcral boards and conlnriltccs among thcm, conlmittcc lor Chandaria

usiness (USIt.,-A) accrcditation rvith AACSU, Chaimran of Board ol Management of Don Oricno Spccial School

coUnty. Board nrembcr ofst. Paul High School GalhUke-ini in Murang'a counl-Y, chairntan- Acadcnlic and

rance Committec, Kiro8o Boys Secondary School in Murang'a Counly, Chairman-Academic and Quality

t to equity and social justicc. He has also been instrumental advocating for inclusivity. Omar has a background in

that spans over l0 years.

rI ottllifi.t ciuI :ilal?neuls
r o d 31 l)tuuhcr ?l)J.j

lloA Ill) ol' l)lltIi(]'l'o[is (coN'l l Nti r: l))
I'rofcssor Allan Kihara

Prolts ihara is a professional Trainer, Author, Researchcr, A Peer Rcviewcr and a Mentor. Skilled and enthusiastic

lcctrrrer professional background in strategic mansgcmenl, adept al supervising shrdents' rescarch (pro.iecls/ thesis/

) at the undergradua(c and postgraduatc levels, as well as devcloping curriculum whilc maintaining a stcadfast

lbcus lIl ating various mcthodologies and new (cchnologies into the classroom. Ile has passion for lbstcring

and cxciting educational cnvironmcnts that havc developed productivc, (houghtlul, and accornplished collegccollabo

studcnt

scholar

dissc

and a

nronslrated rccord of research and publishing excellence, with nunrcrous research articles indcxcd in Coogle

ia.€du among others, indexed under Allan Kihara

I lc hol h.D in Strat€gic Mansgemenl from Jomo Kenyana University of Agriculture and Technology (JKtJAT), a Master

in Ilusr c5 Administration - Slrategic Managenrenl from Jonro Kenyana University of Agriculture and l echnology (JKUA'l')

lor of Education (Ans) - Malhematics and Busincss Studies fiom Kcnyalta University

ihara's carecr in educalion and slrategic managemcnt spans for morc lhe l5 years Hc is currcntly an Associatc

ll

Profcss

Profcss

various

Sr(ategic Managcmcnt at the United Statcs lnternational University-Africa. I Ie has held similar positions in

ni|lg institutions such as, Scnior Lecturer in Strat€gic Managemcnt at l-he Catholic University of Eastcrn A frica

,s nior l,ecturer and Acadcnric l,eader- uusiness Adminislration al Kiriri Wonten's Universily of Scicnce and(CUEA
l cchno (KWUST) and Jomo Kcnyatta Univcrsity ofScience and Tcchnology (JKUAT)

lJis cx
llxecu

spreads across managing salcs and custonrr experience having workcd at Safaricom as a Custonrq Experiencc

at Kcnya Conrmcrcial llank l,td as a Salcs Executivelr

Quality

I)ro

Sch<xrl

in Mur

Onrar

corpo

Assu cc omnrinee. Ilc is a membcr ofsevcral professional bodies among thcm, Curriculum Ilvaluation and Reviewing

Expcrt mission for Unrvcrsity trducation (C.tJ.ti) in Kcny4 Stratcgic Maragcmcnt Society (S.M.S)-Chicago U.S.A

Scicrr lishing Croup-tlSA

Snrlr ir l\bdrlla

Sanrir bd llah Omar currcntly scrvcs i$ a menrbcr, Uoard ofDirectors, and Chairtllan ofthe Audit Committcc. llc is a

Irans ivc lcadcr arrd cxpcricncctl busincssman \vith dcnrcnstrated dynantic pro lcssionalism. In his lcadcrship capacitics

only exemplificd aslutc financial stc|ardship but also a dccp-scated dcdication to comnlunity engagcment, and

ial rcsponsibility (('SR). l{c hfls bcen at thc lorefront ofadvancing wonren causes, in community sc(ings at thc

on and bcyond rvherc his contributions have been transformativc, scrving as a testament to his unlvavcringcoastal

conrmi
accoun r r!t

tI
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lloAu.D oF DIItECTORS (coNl'lNrJril))
Mr. l{aphacl M Lckolool

Managing Dircctor

Mr. Raphael Mingisian Lekolool (FCCA, CPA) holds a Master's degree in Business Administration
(MBA) fi'om Cardiff Bttsiness School, LJ.K., a Bachelor of Science degree in F'inancial Services
(Hons) tionr the University Ol Manchester, Institute Of Scionce ancl Technology (1JMIST) and a
Ilachelor of Arrs (Hons.) degrcc frorn the University olNairobi. Raphael qualificd as an Associate of
the Charlered Institute ol' l]ankers (ACIB), the U.K. in 2001 and is a Fellow of the Chartered
Cerlified Accountants (ACCA) and member of ICpAK.

l{aphael served as a Inetnber of the ACCA (Kenya) Mernbcrs committee and the Scnior Members
Advisory Cornmittee. He has also served as the Chair of Nairobi Chapel Finance Committee for six
years. In a caleer spanning trrore than two decades in Banking and Insurance. Raphael has gained vast
management and leadership cxperietrce. IIe has served in dilferent capacities both in the private and
public service. Prior to assttmittg the role of Managing Director at Postbank, he was the Chairperson
of the Risk and Audit Comrnittee at the Ethics & Anti-Corruption Commission. He has also served as
the Chail of the Interim Managernent Comrnittee (Board) at the Agriculture Foocl Authority (AFA)
between 2016 and2017.

At the [JAI']-Old Mutual Group, l{aphael rvorkcd as the Enterprise Risk Officer taskcd with the key
lesponsib ilities of forrrulation, rcview and irnplenrentatiorr ol the Croup Risk Strategy prograrns for
businesses in the region. His appointment at the Group prcceded his sewing at l-aulu Microflnance
Bank Ltd. whet'e he worked itr vat'ious capacities and led various teams as the llcacl of ltisk and
Compliance, Credit and lntcrnal Audit and served as a nrember of the lrxccutive Cornrnittee (EXCO)
whose primaty mandatc is to ovcrsee implenrcntation of stratcgy and sustainable busirress growth. ln
these capacities, Raphael scrved as a Secletary to various l]oard comrnittees.

Raphacl lras also served as the IIead of Quality Assurancc Audit at KCB tlank (K) I-td. and was
instrumental in inrplemcnting a I{isk-based audit methodology in response to the bank's rapid growth
alising fiom the adoption ol- tcchnology.

6
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l.tNI() MANAGIiMI.]N'I'

r. lla cl M Lckolool

anagr g I)irector

aac ina Mutua
'l' & Altcrnative Channclscird o

ith ov
plcrn

IVCI'SC dirstries. Ilc holds a Bachclor of

$utua is an cxperienced 1'echnologist

2p-year track record of managing and

t{rrg innovativc technical solutions irt

n itlathenrarics and Computer Sciencc,

n llusiness Adrninistration

Mr. Raphael Mingisian Lckolool (FCCA, CPA) holds a

Master's degree in Business Adnrinistration (MBA)

from Cardifl' Ilusiness School, U.K., a l]achelor of
Science degrcc in Financial Services (llons) fi'om the

L.lniversity of Manchester lnstitute of Science and
'l'echnology (UMIST) and a Bachelor of Arts (Hons.)

degree fi'om the University ofNairobi. Raphael

qualified as an Associate ofthe Chartered lnstitute of
Bankers (ACIB), the U.K. in 2001 and is a Fellow of'

the Charlered Certified Accountants (ACCA) and

member of ICPAK.

l)r. CPA Calistus Wekesa (PhD)

Head Audit
Dr. Calistus Wekesa is the l'lead of Audit at Postbank.

In this role, he focuses on assurance on internal control

and promoting good corporate governance.

Dr. Wekesa has over sixteen years experience, with

parlicular emphasis on financial and revenue

accounting, auditing, enterprise risk managemenl,

supply chain management, financial regulations, donor-

funded ploject tnanagemcnt, business strategies and

human capital lnanagement.

Prior to his appointment, he served in scveral

organizations amongst thern Maseno [.lniversity ([1cad

Audit, Risk and Compliance) and Agro-Chemical and

["ood Conrpany t.td (Chiel Audit, Risk and

Compliancc).
Dr. Wekesa has hands-on experience with ERP systenl

(SAP), Navision Dynamics and TearnMade audit

software. IIe holds I'>hD (Finance), MSc (Financc) and

I).Ed (Accounting and Econornics). lle also holds a

l)iploma in IIRM (KIM), l"inancial Risk Certification

I)rograrrrtre (tJK) and is a member of ICI)AK. Ilc sits

on various audit comnrittees among them'fhe Bungoma

County Assembly Audit & Risk Cornrnittee.

lencc

aSteIS

IS/Str Managcmcnt. Ile holds it number

f IC'I' ional Certifications. I'lc is a

ernber nya lnstitute of Managcrncnt

tM). ow of the Computcr Socicty of
cnya (

xpcric
) and sits in scveral Boatds. I)rtor

includes t')APCC Kenya l.td (llead

r rcl ), ALION Kcnya Ltd (Group I lead of
T), I] ys Bank Kenya Ltd (Manager,

cchnic uppott) and KIM (l,ecturer, MIS

nrl Ma lne n t)
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Ke nyu l'ost O.lJicc Sovings llunt;
An nuul report und-finonciul stolemcnts
l"or lhe .yeut' endul 3l Decemhar 202.1

CHAIRMAN'S STATEM E,N]'

I am pleased to present the Annual Report and l"inancial Statements of Kenya post Office Savings
Bank (Postbank) for the year ended 3 lst December 2023.

The year 2023 was largely defined by the spiraling cost of living and the continued ravaging effects of
climate change.

On the domestic scene,'l'he National Treasury estimates Kenya's 2023 economic growth rate at 5.5
perccnt, surpassing the 4.8 percent achieved in 2022. This positivc trend is expccted to continue over
the medium term, driven by a robust private sector with various industries contributing to the overall
expansion. The services sector is expected to maintain its strong performance, while the agriculture
sector is set to bounce back on account of improved weather conditions.

REVIEW OF I.]CONOMIC PERFORMANCE
Global and Regional Economy

According to the World Bank, the global recovery frorn the COVID-19 crisis and Russia,s invasion of
Ukraine persisted with a slow and uneven pace throughout 2023, despite initial indications of
economic resilience earlier in the year.

Economic recovery continued to lag, particularly in enrerging markets, leading to widening regional
disparities. Various factors hindered this econornic progress, stemming from persistent pandemic
effects, the Ukraine conflict, and global economic fragmentation. Additionally, cyclical challenges
attributed to the impact oltightening monetary policy to control inflation, reduced fiscal support due
to high debt, and extreme weather events.

Kcnyan Economy

The National I'reasury estimates Keuya's eoonomy grew at 5.5 percent in 2023,despite the numerous
challenges and shocks including global supply chain disruptions due to ongoing conflicts in Eastern
Europe and the Middle East; tightening of monetary policy in the dcveloped world leading to high
interest rates that limit access to credit and exacerbating debt servicing costs; significant losses and
damages due to frequent extrente weather events; and elevated commodity prices such as pctroleunr
products on account of increased geopolitical lragmentation and global oil supply cuts.

Outlook tor 2024
According to world Bank estimates, global g'owth is expected to slow for a third
year in a row to 2.4 percent, before ticking up to 2.7 percent in 2025. This trend is aflributed to the
pcrsistent irnpact ofstringent monetary policies aimed at curbing historically high inflation, tight
credit conditions, and sluggish global trade and investment.

fl
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II I RM AN'S STATE,M llN'I' (CONTI NUIiI))

he donrestic front, The National Treasury estirnates that Kenya's economy is projected to expand by

ercent in 2024, which compares favorably with 5.5 and 4.8 percent in 2023 and 2022 respectively

Iri rowth outlook will be supported by a broad-bascd private sector growth, continued robust

ance ofthc services sectors, the rebound in agriculture, and the ongoing implernentation of policy

n
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sures to boost economic activity in the priority sectors of the Bottom-Up Economic Transformation

nda

o pliance with Statutory lleq tr ircrn cnts

u ing the period under review, the Bank honored all of its statutory obligations by remitting all required

ctions within statutory time lincs

tr' tegic l)lan 2021-2025

Bank devcloped a Strategic Action Plan for the year 2023 based on the long term 5-year strategic

2O2l -2025. The samc has formcd the basis of performance contracting negotiations with the

crnment of Kenya for the year 2023.This plarl is based on the following Key Result Areas (KRAs)

Market Focus, l.inancial Sustainability, Hurnan capital Development, Business Efficiencies and

ernance and Leadersh iP

t Managcnl en t

nran ag,enrent has continued to address aleas of cost management through various measurcs including

egotiati on of branch rent leases, online training, rationalization of travcl, review of service contracts

n1 ngst other arcas.'l'hrough partnerships, managemenl is enhancing business ties with the Government

private scctor, especially for disbursernent of Govcrnment Social funds and stipend, salaries and

es and provision of banc assurance services, to name a few

rcc i:t t io n

ould likc to convey my sincere appreciation to the Government, our estcemed customers and business

a ners for their conti nucd suppo(. I also wish to thank the nlanagement and staff for their dedication to

c rcc

EC-r'Ol{
M a rch 2024

!l
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MANA(; I N(; DI II.E(]ToII'S STATEM F],N'I'

I wish to present the lJank's Annual Report and the Financial Statements for the year ended 3lst
December 2023.

Kenya's economic performance has strengthened in2023, with real CDp growth accelerating fi'om
4.8%o in 2022 to an estimated 5o/o in 2023.1'he government's Bottom-Up Economic Transformation
Agenda, which is geared towards economic turnaround and incrusive growth, is projected to
reinforce this growth

Financial Performance

Postbank's financial performance for the period ended 3lst December 2023 was a loss ofKshs 709
million. This was a dip in performance compared to a loss of Kshs iol million in Fy 2022, This
was mainly driven by increases in prices of commodities in Fy 2023.

Total incomes inFY 2023 were Kshs 1.907 billion compared to Kshs. l.gl3 billion in 2022,
representing 5%o growtl.r mainly driven by non-funded income which grew by g %.

Interest expense increased by 60/o lo Kshs 490 million in FY 2023 from Kshs46 I million in Fy
2022 this was drivcn by higher lending rates as well as interest rate on government securities.
Similarly, interest expenses grew driven by an increase in the effective interest rate on customer
deposits.

l'he Bank's custornel Deposits declined by2 % to stand at Kshs 24.gg billion as at 3lsr
December 2023 from Kshs 25.28 billion in FY 2022. An increase in the cost of living affected the
propensity to save by Kenyans, thus affecting the Bank's deposit mobilization efforts and relatecl
investmcnt inconrcs earned on these deposits.

The Bank carried out a number for initiatives to maintain and grow business in Fy 2023 as listed
below.

l. Financial literacy scss ions/activit ies

a) with various leanring institutions (KCA, uslu, TUK, Zetech University, Muran'ga
University, Kenyatta tJniversity,)
b) with security agcncies (Kenya Defence l'orces, Kenya prisons, The National police,
National Youth Scrvice, Brinks Security)
c) Global Money week Celebrations that was carried out by allthe postbank branches,
d) MSMII'S ltrtrka Entcrprise Program in Conlunction with the Kenya Bankers Association
(KBA).
e) Others were with the Kenya Wildlife Serviccs, The KCAA.

2 Deposit mobilization activities that targeted various institutions within the Defence forces and
schools

3 Relationship activitics that included mcetings with Athlctics Kenya, National Constituency
Deve loprnent F und.

4 Job Shadow with Light fol the world, Juniol Achievement, Kenyatta University and Dol Dol
tl igh School

5 Loyalty I'rogranls with various Money Transfers Customers in selected regions, Celebration of
Intcrnal iona I Worncn's l)ay and Custontcr Service Week

6 Rewarded groups (Chalnas) that participated in the activity boosting carnpaign undcr the Scale
to Save Project lunded by the World Savings Bank Institute (WSBI).

t0
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Post OfJica Stvings Btnli

) World Relief International in conjunction with social services

) Merti lnlergrated l)evelopmcnt l)rogram covering lsiolo County (Mcrci Corpes and USAID)

) Care Intemational - Youth Savings and l-oans Association under She Soars Program

) Boma Project

) Beacon ofHope under IJSAlD4thcchild I'roject

Catholic Relief Services- Prosopis Management Group

) Old Mutual and D[) Finance to ofttr Micro health insurance and last expense to chamas

) World Food Program

8 arried out the following pronrotions/launches: -

) Promoted MIB Channel - transacting through *498# and depositing through the 200999paybill

ption.

) Supported digital campaigns by Visa on usage at merchant locations and KBA on pin safety

) Facilitated partnership launch between Postbank and Merti

upported various Public [ielations sponsorships initiatives such as Machakos Great Ilun, PostbankI

uuI reporl utrlJittond l slol(Dt( ls

thc l,eor en ed -11 l)c(utfur 202.1

AG ING Dllr.E,CI'OIt'S S'l'A'l'llM EN'l' ((loN'l'l NU ED)

aintained relationships with various intcrnational partncrs e.g.

ollcy Ball team, Sponsorship towards commemoration of the Day of the African Child in

iaya,Ministry of l-abour and Social Protection 2023 Kenya Social Protection Conferencc,M inistry

f [,abour and Social I'rotection lntcrnational Day of the Family, National Defcncc College

ultural Day, August Mug Golf Tournament - Karen Sports Club. 202i Devolution Conference in

Idoret,KDF Golf 'l'ournament at Moi Air llase,Kilifi County Cultural F'estival ,lnterbank

ompetition ,World Savings [)ay among others.

he Bank continued to rcfocus of thc Bank's service delivery channels to digital banking through

roject "Jumuisha".'l'his projcct will provide the following benefits to customers:

) Improve the customer journcy by offering self-service that is simplificd and efficient

) Improved product otltring by allowing customer-centric and value adding solutions that allow

pening accounts, self-registration on digital platforms and transacting from their mobile/clesktop

evices without having to visit a physical branch.

) Added security ttaturcs tltat safeguard customer data and transactions.
'he bank also undertook a product revicw/categorization that is undcr implcmcntation.

AEl, l,uKol,oor,
ANAC;ING I)I II E(]'I'oR

IVI arch 2024

0



Kcnltq P61 O./Jit'c Savings Runk
,,1tttruul rcport urul_finunciul stotemc ts
l'br lhe yeor ended -l I Dcce nthar 202-l

CORPORA'I'8, GOVERNANCT] STATEM ENT

Postbank is colrrnitted to the standatds of corporate governance as set by the Governmcnt for the public
scctor from tilne to time and the Central llank of Kenya on specific services offered by postbank.

The Board of Directors is responsible for the long term strategic direction for profitable growth ofthe Bank
while being accountablc to the shareholder by ensuring that Posrbank complies with the laws and the
highest standards of corporate governancc and business ethics

The Directors attach Sreat intpo(ance to the necd to conduct the business and operations ofpostbank with
integrity and in accordance with generally accepted corporate practice and endorse the intemationally
developed principles of good corporate governance.

lloard of l) ircc to rs

'fhe Board is rnade up of Seven (7) t)irectors of whom Six(6) arc non-exccutive including the Chairman
'l'he appointment dates for the rcspective directors are as show in the tablc below:

Narne Position Held Date Of irltrDerlt

Directors ale given appropriate and tinrcly information so that they can rnaintain full and ef1-ective control
over strategic, financial, operational and compliance requirements. 'l'hc day-to-day running of postbank has
been delegated to the Managing Director. l'he Board retains responsibility lor establishing and maintaining
the internal control over the strategic, financial, operational and cornpliance issues. The Board is
rcsponsible olensuring succession planning and lacilitates recruitment of the Managing Director.

The Board is cornplying with the Mwongozo "the code ofgovernance lbr state corporations" ancl all thc
Directors have undergone Board Induction training on the code organised by the State Corporation
Advisory Comminec (SCAC).

I Amb Sarah Sereor Chainnan Appointed on l Sth Januay 2023,)
Jacinta Kamanba Dtector A on 8th Septernber 2021

l Samir Abdalla Director on 8th 20t3
J Dr Allan K-hara Diector on 8th Septeober 2023

Muthamia \,I Kithinji l)irector Rctired on 7th S 202)
6 Clernent Museve tlirector Retired on 7th S 2021

Hag'o Shanko Abdullah Director Retired on 7th Septemb,er 2023
8 Herry Mutwii Rirm Alternate thector - CS Natiooal Tr
9 Raphael Lekolool Mamging Dbector

12



c rl-y u t 0f/icc Suvings llunk
n u r ort unl.finunti l slfilc ntc,t ts

r th .l' ur endcd 3l l)ccantbcr 2023

oR Al'E (;OVliltNANCE S'l'A't'l!MI,lN'l' ((loN'l'l NtJ IiI))

otlc l' thics

ostba k is comnritted to rhe Public Officcrs hltcgrity and Iithics Act 2003, I-cadcrship and lntegrity Act

012 a d nya Anti-Corruption and Economic Crilncs Act 2003

()nl cation u,ith Sharcholdcr
ostb s comrnitted to ensuring that the shareholdcr and the Parliament are provided with full and timely

nlbrm 1l n about its perfbrmance. This is usually done through the distribution ofthe Bank's quarterly

the Inspcctoratc of State Corporations and 'l'he National Treasury and specifically the Annual

the Clcrk olthe I)arliament for distribution (o the Mcmbers of Parliantent. Postbank is in

k

n

!'

h

nrpli with its obligations under the KPOSB Acl, State Corporations Act and Central Bank of Kenya
polls

ea
iscl

un ng

ruideli c relating to rcrlitlance services togcther with other Cuidelincs issued by thc Govemment

irect Ilmolumcnts and l,oa ns

e amount of crnoluments paid to Directot's lor seryices rendered during the Year 2023 is

in Note l2 to the I:inancial Statements. 'l'hcrc were no loans given to sifting [)irectors at any timc

year.

ard tings

cll of Directors ntcct on quarterly basis or as required. 'l.}le Board is responsible for monitoring the

rnplc tion of Postbank's planned strategy and reviewing it in conjunction with its financial

erlo il ce. Spccific rcviews are also underlaken on operational issues and future planning. At the end ol-

ach fi it cial year, the l]oard evaluates itself, the Managing Director and Senior Management Staff against

gcts t have bccn aglecd at the bcginning ofthc yoar

13



Kenyu Post OfJlce Savings Bonk
Annu l report ondJinancial stdements
For the -v'eur ended 3l Decemher 2023

coRpoRATE COvERNANCE STATEMENT (CONTTNUED)

Board lnd Board Committees Attendance

DIRI,CTOR$[t*'.-"D
)ln rch 2024

Tlpe of )l ec ting
No. of
Meetings

Amb.
Sarah
Serem

CIeme nt
M useve

Mark
Muthami
a

Ra phael

Lekolool
G era ld
Mrva ngi

Harvo
Shanko

Dr. AIIan
Kiha ra

Jacinta
Kamemb
a

Samir
A.Omar

Main Board Meeting 4 4 ) J 4 J J 4 1 I I

Special Board Meeting J 3 I 0 J J 3 J 2 2 2
Audit and Risk Board

Comm ittee

4 0 J 0 0 1 I

0 0 I

Sta ff Board Committee 4 0 0 J 4 4 J 4 I l 0
ICT Operations and Credit
Com m ittee

4 0 J 0 4 ) J 4

0 I

Strateg,v and Finance Board
Comm ittee

4 0 0 J 4 I 2 4

I l 0
Board Self-evaluation for
year 2022

I 0 I I I l 0 I

0 0 0
Chairperson Induction
Meeting with Board

l I I I I I I I

0 0 0
TOTALS 25 3 t2 II 2l t9 l6 25 6

":4

Henry
Mutu,ir
i

I
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AGEMENl' DISCTJSSION ANI) ANAI,YSIS

and sustainability

trategy is premise d on llve Kcy Result Areas (K RAs)/l'illars narnely

marked the third reporting year under our 2021-2025 strategy thenred "setting the Base for

SB's Growth and Sustainability".'l'his plan broadly outlines lhe various strategies and initiatives

ank will pursue over thc next 5 years i.c. 2o2l -2025, that are crucial for the Bank's long-term

i) M rket Focus

s iness Efficicncies
uman Capital DeveloPtnent

inancial SustainabilitY

vernance and Leadersh ip

c ank's financial performance for period ended 3lst I)eceurber 2023 ended with a loss ofKshs

9 million, the loss increased fronr loss ofkshs 701 rnillion reporlcd in FY 2022.]'he increase loss

ainly attributablc to a highcr increase in expenses compared to thc increase in income

oh growth in interest incorne largely driven by better yields from Government securities' good

tu s from placements with commercial banks and growth in interest income from staff loans and

it Partners -Shared lnterest lncome

oreign Exchang e lncomc was Kshs 145 million, 9 % growth from FY 2022lhat was Kshs 133

itl on .The Kenyan Shilling continues to weaken against

it is a net seller of dollars earned from MTS business

ees and commissions from transactions grew by 24

the dollar. This is advantageous to the Bank

cl

c

2 2

ut
d

J

S

70 to Kshs 561 million in FY 2023 , in

022 the bank earned 451 millionKey driver for this line was growth in Mobile banking tee

ndication that nrobile banking is being embraccd by our customers

I assets at the end of the year was Kshs 14.0? billion

Bank's Customer l)eposits declined by 2 %o to stand at Kshs 24.8 billion as at 3lst December

, frorn Kshs 25.28 billion for the sanrc period in ycar 2022

ng the period under rcview, the Bank honored all it statutory obligations by remitting all required

ctions within thc statutory time line

t5
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Kcn.yt l'ost O.f/ira ,lavings Bonk
tlnnuul rcporl und -finuncial statcnrcnts
l'or lhe .1'(n1 pn71ed -l I Decanthcr 202.J

MANA(; EM EN't' DTSCUSSTON AND ANALySTS (CONTTNUED)

Major l{isk Facing Postbank
'l'he nrajol risk facing Postbank is Iack ofone stop shop banking solution for custorners
compared (o the competition. The Bank is a Savings Bank and not a lender, thus the customcrs
find it easier to save where the Financial Institution can provide loans to assist them grow
business, buy key assets and payment ofschoor fees among others. This has led to shrinking of
the custonrer deposit base, dornrant accounts and as a result, led to depletion of the Ilank,s
capital base and losses.

'l'he Board and the management have been in consuitation with the Govemment through the
National 'l'reasury with a view to injecting capital to defray the accumulated losses as provided
in the Kenya Post Office Savings Bank Act, cap 4938, section l3(l).
1-he managetnent is also addressing areas ofcost management and through staff rationalization
and closing unprofitable branches. customers will still be served through the Mashinani
Agency Network, Mobile Banking and [nternet Banking. Management is enhancing business
I)artnership's with the covernment a.d private sector especially for disbursement of
(iovernnrent Social funds and stipend, salaries and wages.
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"[,,lu,,l reporl utrd finunciol slutarncrrls
l'ost 0.[Jice Savings l]ank

e ),eor ended 3l December 202.1

() I POr{A1'lt SOCI A L ITESPONSI I} I t- I'l'Y (CSR) S',l'A'l'l'l M llN'l

bank is dedicated to conducting busincss in a socially responsiblc and sLrstainable manner, with a

cornmitment to creating valuc for all stakeholders. (Our Corporate Social Responsibility)CS R

tives align seamlessly with our core values and business strategy, locusing on key thematic areas

as Health, Environment, Education, and Etnergency Response.

inclusion remains a comerstone of oul CSR efforts. Recognizing its pivotal role in promoting

growth and reducing poverty, we actively worked to broaden access to financial services

tion with local organizations and governmenls was key to btrilding capacity, fostering

irl

it I

rvation, and improving the overall ecosystem for financial inclusion. The Bank established

nerships with organizations and stakcholders across different sectots, denronstrating our belief that

ective efforts lead to meaningful outcomes. The Bank partnered with the disciplined forces, tertiary

secondary schools, different communities and local institutions to oflcr financial literacy.

h a presence in 42 counties, comprising 96 branches and over 500 Postbank Mashinani Agents, our

atives were tailored to meet the unique needs of each community. Our footprint reflects a

tnritment to community developntent and philanthropy, guiding our focus on making a lasting

Itive impact.

ing the year under revicw, the Bank supported causes that cmbody our commitment to sustainable

lness practices. These include donating assorted food iterns to thc Ministry of Social Protection to

[on vulnerable families in Siaya, Nairobi and Coast Regions in contmemoration of the Day of the

lcan Child and Day of thc Family. l'he Bank also extended support to the Amina Myren Foundation,

lng their food distribution program for -l-uum, Lesirkan, Arsim, and Scrcn primary schools facing

leme drought and poverty in Sambulu North.

firon,nental sustainability is a top priority for Postbank. In collaboration with govemment institutions,

actively parlicipated in clean-up cxcrcises and tree-planting initiatives. Our contributions towards

feving the Presidenr's directive of planting l5 billion trees by 2032 included the donation of 14,500

hlings anct collaborative efforts with organizations such as National Environment Trust Fund

e pursuit of making a positive irnpact on thc communities wc servc, Postbank undertook various

rt tives during the year. Our efforts were not only geared towards addressing immediate needs but also

rds fostering long-term development and sustainability

n(

rrl
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d

rrl
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uI
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C

h

c

-lND), National Youth Servicc, National Police, Kenya Defence Forces (KD

and Athi Water [)eveloprtrent l]oard across different regions in Illdoret, Kisu

a, Gilgil and Kiganjo

F) School of
mu, Lambwe,
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I(cn.yu Post Ollice Suvitrgs llrtnk
Artttttnl reporl tnd Jintncial stulem(nts
I"or lhc )teur cnded -J I De<:enhcr 202-1

Colu')ottAl'ti soc tAI- It ESt'ONSI tlU,t't'y (csR) srA.t'ti M IiN't. (CON.t-tNtJ tiD)

Postbank views Corporate Social llesponsibility as integral to its business activities.'l'he
communities in which we opel'ate are clucial stakeholders, inlluencing the way we conduct our
business. Sponsorships undetlakcn were aimed at establishing networks and enhancing goodwill
with various stakeholders, reinforcing our dedication to resporrsiblc business practices.

In conclusion, during the year in review, Postbank engaged in strategic yct impactful Corporate
Social Responsibility initiatives.
Our commitrnent to positive cornlnunity inrpact rernains unwavcring, rcflecting our belief that a
socially responsible approach is not just a choice but an esscntial aspcr:t ol responsible business
conduct.

Dr rr Ft(;rori .ul"++++a^,
March 2024
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aclivitics

pal activitics of'the Bank during the ycar under review were primarily savings

and financial literacy, collection of lunds li'orn private and public cnterprises and

ent of funds lbr Covcrnnrent pcnsions and salaries in accordance with KPOSB AC'l'

for the ycar are as set out on pages 22 to 66

ers of the lloalcl ol t)irectors wlro servcd dtrring the year are shown on pagc 3 and 6

r General is responsible for the statutory audit of Postbank in accordance with thc

of the constitution of Kenya and Public Audit Act 2015 for the period ended 3l st

2023

I' the lloard
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Kcrt.ya l'o.tt O.//it'c Suvittl4s llnnk
Arttt uul relxtrt ond.firtunciol sl(lentenls
I"ttt' lltc .yt1,111' cndel -l I Deccnther 202.1

S1'A1'T] M I' N'I' OF' DI RECTORS' ]T ESPONSI BI I,Il'I ES
Thc State oorporations' Act reqtrires the Directors to prepare financial statenrents for each
financial ycar, which gives a true and fair view ofthe state of affairs ofthe Bank as at the end ol'
the Ilnancial year and of the operating results for that year. It also requires the Directors to
ensttrc that thc entity keeps proper accounting records which disclose with rcasonablc accur.acy
the linancial position ofthe entity. The I)ircctors are also responsible l'or safeguarcling the asscls
o1' thc cntity.

The Direclors are responsible for the prcpalation and presentation of the entity's finapcial
stalenrents, which givc a true and fair view ofthe state of affairs ol'the entity lor and as a1 the
errd of the llrrancial year (period) endcd on 3l st Decenber.2023

'l'h is rcspons ibility includes:
i Mairltaining adcquate financial managcment arrangements and cnsuring that thesc continuc

to bc efl'cctive throughout thc reporling period;
ii Maintainirrg proper accounting records, which disclose with reasonable accuracy at any tilre

the finarrcial position of the entity;
iii l)csigning, irnplenrcnting and ntainlaining internal controls relevant to the preparation and

lair presentation ofthe financial staterncnts, and ensuring that they are fi-ee fr-om nraterial
misstatcmcnts, whether due [o error o'Iiaud; sal'eguarding the asscts of the entity;

iv Selecting and applying appropriate accounting policies; and
v Making accounting cstirnates that a.c rcasonable in tlre circunrsta.ces.

'Ihc Directols accept l'esponsibility for the errtity's financial staternepts, which have been
prepared trsing appropriate accounting policies supported by reasonable and prudent judgment,s
and cstitnates, in conforrnity with Interrrational Financial Reporting Standards (IFRS), and in thc
nlanncr rcquircd by the [rFM Act,20l2 and (the State Corporations Act).

The Dircctols are of tltc opinion that thc l)ostbank's financial statements give a true and lair
view ofthe state of Postbank's transactions cluring the financial year ended December 3 lst,
2023, and ol'thc Bank's financial position as at that clate. The Dircctor.s further confign the
cotrlplctctress olthe accounting recorcls nraintaincd lor thc llank, which have been relied upon
in the plepalalion of the Bank's Ilnarrcial statements as well as the adcquacy of the systcms of'
intcrnal ll nanc ia I control.

Approval ol' thc financial statemcnts

l'hc Bank's financial statements were discussed and approved by the l]oard on
..2024 and signed on irs behalf by:

0t"*--,
Ag. Ilead ol'l'inancc
Ilcnard M usl,oki
l(ll'AK Mcmbcr No .2litl I

f)---.--
Managing l)ircctor
Raphacl Le l<olool
ICI)AK Mcrrrbcr No. 5481

l)i rccto r
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P

T OF THE AUDITOR.GENERAL ON KENYA POST OFFICE SAVINGS BANK
YEAR ENDED 31 DECEMBER,2023

B E

o r attention to the contents of my report which is in three parts:

on the Financial Statements that considers whether the financial statements
y presented in accordance with the applicable financial reporting framework,

u ting standards and the relevant laws and regulations that have a direct effect
e financial statements

on LaMulness and Effectiveness in Use of Public Resources which considers
nce with applicable laws, regulations, policies, gazette notices, circulars,
es and manuals and whether public resources are applied in a prudent,
t, economic, transparent and accountable manner to ensure Government

value for money and that such funds are applied for the intended purpose

on Effectiveness of lnternal Controls, Risk Management and Governance
nsiders how the entity has instituted checks and balances to guide internal

ons. This responds to the effectiveness of the governance structure, the risk
ement environment and the internal controls, developed and implemented by

arged with governance for orderly, efficient and effective operations of the

ified opinion does not necessarily mean that an entity has complied with all
ws and regulations and that its internal controls, risk management and

systems are properly designed and were working effectively in the financial
e revlew

parts of the report are aimed at addressing the statutory roles and
ities of the Auditor-General as provided by Article 229 of the Constitution, the
nce Management Act, 2012 and the Public Audit Act, 2015. The three parts of
when read together constitute the report of the Auditor-General

N THE FINANCIAL STATEMENTS

pinion

the accompanying financial statements of Kenya Post Office Savings Bank
pages 22 to 82, which comprise of the statement of financial position as at
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3 1 Decembe r , 2023 and the statement of profit or loss and other comprehensive income,
statement of changes in equity, statement of cash flows, statement of comparison of
budget and actual amounts for the year then ended, and a summary of significant
accounting policies and other explanatory information in accordance with the provisions
of Article 229 of the Constitution and Section 35 of the Public Audit Act, 2015. I have
obtained all the information and explanations which, to the best of my knowledge and
belief, were necessary for the purpose of the audit.

ln my opinion, because of the significance of the matters discussed in the Basis for
Adverse Opinion section of my report, the financial statements do not present fairly, in
all material respects, the financial position of Kenya Post Office Savings Bank as at
31 December,2023, and of its financial performance and its cash flows for the year then
ended, in accordance with lnternational Financial Reporting Standards (IFRS) and do not
comply with the Public Finance Management Act, 2012 and the Kenya Post Office
Savings Bank Act Cap 493B.

Basis for Adverse Opinion

Asset Class

Financial
Statements

(Kshs)

Asset
Register

(Kshs)
Variance

(Kshs)
Computer Hardware 27,842,634 30,676,048 (2,833,4141
Electronic Office Equipment 17,597,586 16,482,646 1,114,940
Furniture and Fittings 36,851,216 36,789,125 62,091
Non-Electronic Office Eq uipment 5,559,970 5,568,1s5 (8,185)

ii) Further, the cost or valuation of the various asset classes disclosed in Note 27(a)
were at variance with the asset register as shown below;

Asset Class

Financial
Statement

(Kshs)

Asset
Register

(Kshs)
Variance

(Kshs)
Capital Work in Progress 77,626,874 77,626,874
Computer Hardware 913,550,833 913,553,412 (2,57e\
Fixed Asset Clearing Account 42,286,143 42,286,143
Furniture and Fittings 408,999,303 408,934,799 64,504
Non-Electronic Office Equipment 99,884,711 99,884,398

a

Report of the Auditor-General on Kenya Posl Olfice Savings Bankfor the year ended 3l December, 2023

2

1. Inaccuracies in Property and Equipment Balance

As previously reported, the statement of financial position reflects property and equipment
balance of Kshs.1 ,965,627,418 as disclosed in Note 27(a) lo the financial statements.
Review of the asset register and ledgers for the assets revealed the following anomalies;

i) The netbook values reflected in the financial statements were at variance with the
balances in the asset register as listed below;

313



d
ln dition, the statement of profit or loss and other comprehensive income reflects

ciation and amortization charges balance of Kshs.190,994,033 as disclosed in
N

re
K

R

14 to the financial statements. lncluded in the charge is depreciation of property
quipment and amortization of intangible assets balances of Kshs.94,225,181
Kshs.8,392,576 respectively, totalling Kshs.102,617,757. However,

a
p

a
a

culation of the depreciation and amortization charges amounted to
.76,356,744 resulting in an unreconciled variance of Kshs.26,261,013.

view of the fixed assets register revealed that motor vehicles, furniture and
ngs, computer hardware, electronic equipment and non-electronic equipment
h a total historical cost of Kshs.1 ,923,414,106 were fully depreciated and still in

US ut had not been revalued as per IAS 16.31 which states that revaluations shall
b ade with sufficient regularity to ensure that the carrying amount does not differ
m rially from that which would be determined using fair value at the end of thet
re ort

ci

ing period.

rcumstances, the accuracy of

h

IV

ln the property and equipment balance of
K hs.1 , 5,627 ,418 could not be confirmed

2. lna racies in Cash and Cash Equivalents Balance

usly reported, the statement of financial position reflects a cash and cash
ls balance of Kshs.527,290,619 which, as disclosed in Note 19 to the financial
s includes cash in hand and cash at bank balances of Kshs.322,617,692
204,672,927, respectively. However, review of the cash books and bank
rion statements revealed the following anomalies;

A

a
re

pre
uival

ro

nl
st tem t

i) bank reconciliation statements reflect a combined cash in bank balance of
s.183,726,644 compared to the balance in Note 19 to the financial statements

hs.204, 672,927, resulting in an unexplained variance of Kshs.2O, 946,283

ii) Th bank balance of Kshs.204,672,927 includes balances amounting to
Ks 104,923,142 in respect to twenty-two (22) accounts that had been overdrawn
(c book overdrafts). No authority from the Board and The National Treasury for
th OVerdraft was provided. Further, the overdrafts were offsets against other bank
bal ces contrary to IAS 1.32 which requires that assets and liabilities, and income
an xpenses, may not be offset unless required or permitted by the lnternational
A

iii) Ba k reconciliation statements for the month of Decembe r,2O23reflected payments
tn h books not in the bank that included payments through twenty-two (22)
ch q es totalling Kshs.3,468,304 which had become stale. Further, the statements
refl ed total payments in cash books not in the bank for seventy-one (71) bank
a nts which were made through bank transfers totalling Kshs.16,568,445,563
tha
No

ad been outstanding for more than one month, with some dating back to 2014
son was provided for the failure to reverse these payments in the cashbooks

iv) Fu br, bank reconciliation statements for the month of December,2023 reflected
receipts in the bank statements not in the cash books for eighty-seven (87)
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bank accounts all amounting to Kshs.376,510,181 that were more than one month
old with some dating back to 2011. No reason was provided for not updating the
cash books.

v) ln addition, bank reconciliation statements reflected total payments in the bank
statements not in the cash books for fifty-four (54) bank accounts all amounting to
Kshs.15,664,313,909 with some dating back to2011. No reason was provided for
not updating the cash books.

ln the circumstances, the accuracy and completeness of the cash and cash equivalents
balance of Kshs.527,290,619 could not be confirmed.

Further, the balance includes a value of another parcel of land located within Nairobi
Region and registered in the name of the Bank with a market value at Kshs.550,000,000
as at December 2017 , but carried at a book value of Kshs.27,390,225 though its title deed
is encumbered. The encumbrance was registered vide a caveat dated 15 August, 2014
claiming interest absolutely. Available information indicates that the encumbrance relates
to an ongoing court case between the Bank and another party after the bank lost its claim
in the High Court. Management appealed the ruling in the Court of Appeal and the
outcome of the case had not been determined at the time of the audit.

ln the circumstances, the ownership, accuracy and completeness of the investment
property balance of Kshs.32,390,225 could not be confirmed.

4. Doubtful Long Outstanding Accounts Receivables

As previously reported, the statement of financial position reflects accounts receivables
balance of Kshs.2,978,816,497 as disclosed in Note 25 to the financial statements.
However, review of records revealed the following unsatisfactory matters;

i) The balance includes accounts receivables due from Government lnstitutions
amounting to Kshs.2,549,191,720. Review of the aging analysis revealed that
amounts totalling Kshs.2,432,830,407, had been outstanding for over one year with
some balances dating back to the year 2005 as listed below.

Item
Amount Owed

Outstanding
Amounts Over 1 year

(Kshs)
Postal Corporation of Kenya - Excess
Deposits

780,394,108 780,394,108
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3. lnvestment Propefi in Dispute

As previously reported, the statement of financial position reflects an investment property
balance of Kshs.32,390,225 which as disclosed in Note 22 to the financial statements
includes a parcel of land valued at Kshs.5,000,000 located within Nairobi which was
allotted to the Bank in 1993. However, site visit during the month of June, 2024 revealed
that the property is encroached by informal settlers and is not secured with a perimeter
fence.

(Kshs)



Amount Owed
Outstanding

Amounts Over I year
lr me (Kshs) (Kshs)
c oK- KP &TC 405,231,629 405,231,629
P

C

re
or

paid GOK Pension - Postal
poration of Kenya (PCK) Payroll

634,463,707 617,045,801

c
P

OK Pension Cheques Receivable -
CK

268,553,1 58 268,553,158

44,953,868P CI( Overdrawn Claimable 44,953,868
P ostal Corporations of Kenya (PCK) 73,996,003 64,075,618

I
"ru a Jamii Commission Receivables 41,985,786 19,640,240

C
P

ommission Receivable from GoK
ension

108,970,126 67,076,225

T 'ade Debtors 190,643,335 165,859,760
T rtal 2,549,191,720 2,432,830,407

ii) h(
sl

Management cited commitment from the concerned parties including The
Treasury to settle the debts, the balances were still outstanding and their
bility remains doubtful.

: accounts receivables balance includes rent receivable balance of
ts.119,514,710, out of which an amount of Kshs.77,844,868 had been
standing for over one year and the respective tenants had vacated the

fnises. Although Management has outlined various measures it has taken to
bver the outstanding rent from defaulting tenants, evidence of recoveries wasr

t

Ci

iv)
h

o
a
o

t provided.

J Or,"n"" also includes trade debtors balance of Kshs.190,643,335 which
clude debtors with credit balances totalling Kshs.37,880,712 which have been

t against the receivables balance, contrary to IAS 1.32 which states that
ts and liabilities, and income and expenses, may not be offset unless required
rmitted by the lnternational Accounting Standard

balance includes fixed deposits held in ailing financial institutions balance of
s.404,924,920. Although the balance has been fully provided for as some of
institutions have since been placed under statutory management, no

ificates of confirmation of the deposits were provided.

rcumstances, the valuation of the accounts receivables balance of
K s.2, 7 ,816,497 could not be confirmed

5 Uns p orted Prepayments and Other Assets

Th sta

t e

ln the C

Ks s.2, 7
tn udes

ent of financial position reflects prepayments and other assets net balance of
,983,906 as disclosed in Note 26 to the financial statements. The balance
her assets and prepayments balance of Kshs.798,080,494, out of which

ba n alling Kshs.591,592,577 were not supported with respective ledgers. The
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balance included refundable deposits balance of Kshs.37,305,318 whose details were
not provided.

Further, included in the balance of Kshs.798,080,494 is an amount totalling
Kshs.146,140,366(2022 - Kshs.148,592,998) relating to losses of money through fraud
and cash shortages that had not been recovered by the end of the year. This was despite
the provisions of the Bank's Human Resource Policy that cash shortages be made good
within forty-eight (48) hours by the concerned staff. No evidence of the Bank's effort to
recover the losses was provided.

ln the circumstances, the accuracy, completeness and recoverability of the prepayments
and other assets' net balance of Kshs.2,073,983,906 could not be confirmed.

6. Unsupported lmpairment on Loans and Advances

The statement of profit or loss and other comprehensive income reflects impairment loss
on loans and advances totalling Kshs.50,000,000 as disclosed in Note 10 to the financial
statements. However, Note 25 to the financial statements reflects provisions for bad and
doubtful debts amounting to Kshs.1,304,647,805 which represents an increase of
Kshs.49,099,161 from the previous year's provision balance of Kshs.1,255,548,644,
resulting in unreconciled variance with the amount reflected in the statement of profit or
loss and other comprehensive income balance of Kshs.900,839.

Further, the basis for the provisions was not provided and there was no evidence to
indicate that the provisions or expected credit losses were measured in accordance with
requirements of Paragraph 5.5.17 of the lnternational Financial Reporting Standards
(IFRS) 9 which states that an entity shall measure expected credit losses of a financial
instrument in a way that reflects an unbiased and probability-weighted amount that is
determined by evaluating a range of possible outcomes, the time value of money and
reasonable and supportable information that is available without undue cost or effort at
the reporting date about past events, current conditions and forecasts of future economic
conditions.

ln the circumstances, the of impairment loss on loans and advances balance of
Kshs.50,000,000 could not be confirmed.

7. Anomalies in Loans to Staff and Directors

As previously reported, the statement of financial position reflects accounts receivable
balance of Kshs.2,978,816,497 as disclosed in Note 25 to the financial statements.
lncluded in the balance are staff loans, staff debtors-personal development loans and
Directors' loans balances of Kshs.753,228,708, Kshs.68,51 5,277 and Kshs.3,327,044
respectively totalling Kshs.825,071,029. Review of the loan register and related records
revealed the following anomalies;

i) The loan portfolio includes outstanding loan balances totalling Kshs.125,108,205
whose maturity had lapsed, out of which loan balances amounting to
Kshs.94,246,308 had been outstanding for over two years with some dating back to
2015. Evidence of Management's effort to recover the loans from either sale of
collateral or legal action on borrowers was not provided.
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il T e portfolio includes fifty-one (51) defaulted loans totalling Kshs.11,697,002 that
d been issued to members of staff who have since exited the Bank. However, the
nF had not been secured with any collateral and their recoverability is doubtful.
€xplanation was provided on how the loanees were cleared by the Bank upon

it without settling the loans against their benefits.
i

e loan schedules on Directors' loans comprised of loans to two Directors balances

h

N

e

ilt

of K
tn

lo n

ff an

Lon

a rual

hs.2,024,403 and Kshs.1 ,302,641which had been defaulted on and had been
ears since the year 2012. However, no explanation was given on whether the
were charged on the asset bought and if so, why the collaterals were not sold
en as lien to recover the outstanding loan balance or how the bank intends to

re o er the outstanding amounts

IV T alance also includes an amount of Kshs.'115,266,988 in respect of interest
re able on personal development loans. However, an aging analysis with details
of h debtors was not provided for audit review

the dumstances, the accuracy, fair measurement and recoverability of the loans to
directors totalling Kshs.825,071,029 could not be confirmed.

Outstanding and Unsupported Accounts Payable and Accruals

st

pre o sly reported, the statement of financial position reflects accounts payable and
alance of Kshs.3,152,716,175 as disclosed under Note 31 to the financial

st tem nts. Review of the aging analysis of the balances revealed the following
a omal

J'
b

pe on, PCK encashed warrants payable, PCK pension warrants, and GoK
ion Payroll (unapplied amount to pensioners held by PCK) balances of
.534,376, 1 56, Kshs.462,050,351, Kshs.170,953,266 and Kshs. 1,01 5,91 9,1 83

r

8

u
b

Th alance includes Postal Corporation of Kenya (PCK) services rendered-GoK

Ks
re p
20
re
Ks S

P

r

ctively, all totalling Kshs.2,183,298,956 which have been outstanding since
However, the financial statements of PCK for the year ended 30 June, 2023

t a balance receivable from the Post Office Savings Bank balance of
369,211,938, resulting in an un-reconciled variance of Kshs.1,814,087,018.

provided.

r, the balance includes trade creditors balance of Kshs.50,721,669 out of
invoices amounting to Kshs.22,644,150 had been outstanding for more than
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Att gh Management has indicated that the balances will be settled once
ciliations with PCK are complete, no progress reports on the reconciliation
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on hile supplier accounts with debit balances totalling Kshs.6,191,754 have
be against other supplier accounts with credit balances, contrary to IAS 1.32
wh ires that assets and liabilities, and income and expenses, may not be
o e unless required or permitted by the lnternationalAccounting Standard.

dition, the payables balance also includes other creditors' balance ofln
Ks

a
S 468,786,751 whose listing includes stale cheques balance of Kshs.58,418,826

xcess cash balance of Kshs.34,581,070. No explanation was provided why thean
ch es were not deposited when they were written and the excess cash may be
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The under-funding and over-utilization affected the planned activities and may have
impacted negatively on service delivery to the public.

My opinion is not modified in respect of these matters.

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.
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an indicator of failure to reconcile and follow-up cashiers where there are cash
differences occurring in the various branches. Further, the amount includes interest
payable on customer liability balance of Kshs.82,910,249 whose details and aging
analysis were not provided.

ln the circumstances, the accuracy of the payables and accruals balance of
Kshs.3,152,719,175 could not be confirmed.

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

Emphasis of Matter

1. Material Uncertainty Relating to Going Concern

As previously reported, the bank reported a loss of Kshs.709,279,028 (2022 -
Kshs.701,006,236), increasing the accumulated loss to Kshs.16,790,772,156 as at
31 December, 2023. Further, the bank's current liabilities balance of
Kshs.28,179,467,382 exceeded the current assets balance of Kshs.11,921,063,591,
resulting to a negative working capital of Kshs.16,258,403,791 (2022
Kshs.15,171,693,846). The Bank was therefore unable to meet its financialobligation as
and when they fell due. As disclosed under Note 2(eXi) to the financial statements, the
Bank was technically insolvent and its continued operation as a going concern will depend
on continued support from the Government and creditors.

2. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget
and actual on a comparable basis of Kshs.1,626,051,945 and Kshs.1,368,513,638
respectively, resulting to an under-funding of Kshs.257,538,307 or 160/o of the budget.
However, the Bank expended an amount of Kshs.2,077,792,666 against actual receipts
of Kshs.1,368,513,638 resulting in an over-expenditure of Kshs.709,279,028,
representing approximately 52o/o of the actual receipts.
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vious years' audit reports, several issues were raised under the Report on the
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ma e ent of profit or loss and other comprehensive income reflects employee costs
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149,154,291which as disclosed in Note 11 to the financial statements includes
rt of Kshs.715,767,455 in respect to salaries and wages. However, review of
rll for the period revealed that an average of three hundred and seventy three
nbers of staff were paid net salaries that were below one{hird of their basic
pntrary to Section 19(3) of the Employment Act, 2007 which states, inter alia,
lut prejudice to any right of recovery of any debt due, and notwithstanding thet,w

VISI of any other written law, the total amount of all deductions which under the
of subsection (1), may be made by an employer from the wages of his

at any one time shall not exceed two-thirds of such wages.
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ln he ci mstances, Management was in breach of the law

2. Non mpliance with the Nationa! Cohesion and lntegration Act, 2008

m st of
H man
st tes t

R VICW

m mbe
fr on

amount of Kshs. 1 5,933,601 was paid to staff as Acting Allowances. However,
m had acted for more than six months in contravention of Section C.14 of the
source Policies and Procedures Manual for the Public Service, 2016 which
inter alia acting allowance will not be payable to an officer for more than six

he staff bio-data revealed that out of five hundred and seventy-two (572) staff
mployed by the Bank, two hundred and twenty-one (221) staff members were
thnic community accounting for 39o/o of the total staff. This was contrary to

S ron ) of the National Cohesion and lntegration Act, 2008 which stipulates that no
pu lic e blishment shall have more than one-third of its staff from the same ethnic
CO MU
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ln the circumstances, Management was in breach of the law.

3. lrregular and Unapproved Variation of !nsurance Contract

lncluded in operating expenses and as disclosed in Note 13 to the financial statements,
is insurance expenses balance of Kshs.36,769,061. However, review of payment and
procurement records revealed that the Bank procured and awarded a two-year banker's
blanket bond insurance contract at an annual premium balance of Kshs.12,088,523 from
January, 2021 to December, 2023.

However, during the year, the Bank renewed the cover at an annual premium balance of
Kshs.15,423,973, an increase of 28o/o of the previously awarded amount. The variation
was above the maximum allowable threshold of 25o/o as required by Section 139(4) of the
Public Procurement and Asset DisposalAct, 2015 which states that the cumulative value
of professional services does not result in an increase of the total contract price by more
than 25o/o of the original contract price.

ln the circumstances, Management was in breach of the law.

The audit was conducted in accordance with ISSAI 4000. The standard requires that I

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, because of the significance
of the matters discussed in the Basis for Adverse Opinion and Basis for Conclusion on
Effectiveness of lnternal Controls, Risk Management and Governance sections of my
report, based on the audit procedures performed, I confirm that, internal controls, risk
management and overall governance were not effective.

Basis for Conclusion

1. Under Staffing

As previously reported, review of the human resources records revealed that the Bank's
approved establishment provided for six hundred and ten (610) members of staff while
four hundred and eighty-six (486) were in place resulting to an understaffing of one
hundred and twenty-four (124) members of staff.

ln the circumstances, the understaffing may have impacted on efficient service delivery
by the bank.
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re2 Fai to !ntegrate Information Communication Technology (lCT) Systems and
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However, the core banking system and the payrollsystem are not integrated
in accounting management system, resulting to manual interventions when
key data such as revenue from the banking system and payment of salaries
ductions. This exposes the Bank to risks of data loss and lack of proper audit
nsactions. Further, the Bank has been utilizing one of the regional offices as
hive station. However, physical verification of the archives revealed that there
ng system in place and document retrieval was cumbersome. This may affect
ncy of operations and risk of backed up records. ln addition, the Document
Policy for the bank was not provided for audit review.
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the rdumstances, the Bank risks loss of data and this may affect its ability to offer

ih case of disruptions.

T eau it as conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
utre t I plan and perform the audit to obtain assurance about whether effective

p ces and systems of internal control, risk management and overall governance were
le
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o erati s ffectively, in all material respects. I believe that the audit evidence I have
o taine sufficient and appropriate to provide a basis for my conclusion
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fo mar taining effective internal controls as Management determines is necessary to
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preparation of financial statements that are free from material misstatement,
e to fraud or error and for its assessment of the effectiveness of internal

e

c trols risk management and overall governance

ln prep n g the financial statements, Management is responsible for assessing the
B nk's b lity to continue to sustain its services, disclosing, as applicable, matters related

ability of service and using the applicable basis of accounting unlessSUS

nag nt is aware of the intention to terminate the Bank or to cease operations

M nage nt is also responsible for the submission of the financial statements to the
itor- neral in accordance with the provisions of Section 47 of the Public Audit

,201
A
A

nt is responsible for the preparation and fair presentation of these financial
in accordance with lnternational Financial Reporting Standards (IFRS) and

I to the responsibility for the preparation and presentation of the financial
b described above, Management is also responsible for ensuring that the
linancial transactions and information reflected in the financial statements are

lnce with the authorities which govern them, and that public resources are
an effective way.
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of Directors is responsible for overseeing the Bank's financial reporting
viewing the effectiveness of how Management monitors compliance with
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relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relation to overall
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Auditor-General's Responsibilities for the Audit

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

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

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

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

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

. ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks and obtain audit evidence that is sufficient and appropriate to provide a
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450,80 t,354
(40,st2 027)

5r 1,596,107 410,,289,327

I,I 60,693,039 1,052,269,209
8

9

144,77 4,636
63,04s,963

132,672,241
t27,333,783

p rating Costs

ITI irnrent loss on loans and advances
loyee expenses

rd expenses

rating expenses

reciation and Amorttzation

for the period

cr Corn reh ens ive I n conr e
c s that may be subsequently reclassified to profit or

ncial assets at fair value through other comprehensive

l ,368,5 r 3,638 1,,312,77 5,233

(47,000,000)
(t ,12'7 ,s t 5 ,4 | 4)

(6,s40,042)
(293,082,711)
(219,673,446)

(5,9s6,2s6)
(3 13,s 13,600)

(2,077.,792,666) (2,0t3,281,469)

(709,279,,028) (701,006,236)

(709,77e,028) (701,006,236)

(458,814,450) (t7 s,278,393)
(4s8,874,4s0) (l7s ,278,393)

(l,168,153,478) (876,284,629)

t'7

c

fi'orn fait value ! e-measurement
I other comprehensive income for the year

I com prehensive income for the year

22

Notes

4

5

Operating I ncom e

l0
ll
t2

l3
l4
l5
t6

(50,000,000)
(1,149,154,29t)

(t0,94s,79t)
(3 3 8,3 95,823)
( r 90,994,033)

(2,717,3t4)
(335,52s,4t4)



c u l\tst Ollicc Suvings lltnk
fi u ul tcporl tnd finunciul slutctrt(nls

llt ( j car cnded .1 I Deccnrbcr 2023

1'l.tM llN'l' oF I,'INAN(llA L I',OSITION

s t 3l l)eccrn bcr
I,t't s

tl s on Calland Short Notice

strnent in 'freasury Bonds

stment I)ropcrty

ks

InvestDrcnts

unts Ilcce ivablcs

as

S

o

c

Notes

l9
20

2l
22

23

24

25

26

27

28

29

30

3l
32

JJ

2023
Kshs

527,290,619
90,980,520

6,t99,845,7 64

32,390,22s
t3,s73,993
4,182,06',1

2,978,816,49'7

2,073,983,906
I,96s,627,418

176,752,553

10,542,7 50

2022
Kshs
444,983,904
740,256,552

6,818,317,2t4
32,390,22s
l s,450,6 l6
4,263,075

2,989,839,8s4
I,983,086,885
2,O39,708,22s

265,128,829
18,935,326

ayrnents & Other Assets

erty and liquipment

rg t of use n sscts

gible Assets

ot lAsscts

ILIl'llrS
t-l s omer Savings and DePosits

c unts Payables & Accruals

o Pension Reserve F'und

14,073,986,312 l 5,4 12,360,705

24,883,903,949
3,t 52,7 16,17 s

54,470,982
t79,835,254

25,282,399,2s1
2,816,095,s04

73,411,134
265,352,453l.iabilitics

ot ll,iabilitics

R E r t()l,l)Eli.s' EQL.r Il'Y
ed Revcnue 34

c luation I{eserves

Value Reserve 2l (b)

CV nrrc l{cscrvcs

0 lShareholdcrs'EquilY

() A t. l, lA rll Ll'I'l ES & Sl{A RII I I Ot.l)l'lRS' EQ Ull'Y

28,270,1)26,360 2{t,437,25tt,348

8,293,834

3,t65,760,210
(s80,22 r,936)

t t,952,959
3,t65,760,210
(12t,347,486)

(t6,o81,263,325)( r6.790, 112,1s6)
l 4, r 96,940,04t1) (13,024,897,(t43)

14,,073,1)8(t,312 l5'412'360'705

c financial statentents on pages 22 to 66 wcre approved and authorized lbr issuc by the lloard of
ctors on 2024 and were signed on its behalfby:

s.d"1" qh-*-",,)
lr

il

:l ging l) irccto r
hacl l,ckolool
A K Me nr bcr No. 54ti I

Ag. I Icad of l'inancc
llenard M usyoki

ICI>AK Mcnr ber N r-r 2881

I)ircclor
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I(enr*a Post Of/ice Savings Bank
Annual report and financial statements
For lhe vear ended 3I Decemher 2023

STATE}IENT OF CHANGES IN EQUITY
For the year ended 31 December 2023

Deferred
Revenue

Re'r'aluation
Reserves

TOTALS

Kshs Ks hs Kshs Kshs
At lst January 2023

Loss for the year

Loss on revaluation of financial assets at FVOCI
Additions during the year (i)

11,952,959 3,165,760,210 (121,347,496) (16,091,263,325)

(709,279,028)
(4s8,874,4s0)

(3,659,l2s)

(229,802)

(13,024,897 ,643)
(709,279,028)
(458,8',74,450)

(3,6s9.1 2s)
(229,802)Prior vear adj ustnr ents ( ii)

8,293,834 3,165,760,210 s80,22 r,936) 16,790,772,,156) ( 1,1,196,940,048)

At lst January 2022

Loss for the year

Loss on revaluation of financial assets at FVOCI
Charge during the year'

8,574,791 3,165,760,210

3.378, r68

53,930,907 (15,365,359,373)

(701,006,236)
(t7s.278,393)

( r 4,898,7 l6)

(12,137,092,466)
(70 I ,006,23 6)
(17s,278,393)

3,378.168
( r 4,898,71 6)Prior year adjustnrents

At 3l st Deccmber 2022 11,952,959 3,165,760,210 (171.347,486) t 6,081,263,32s) 13,024,897,643)

Ks hs

(8 r,4s r )
148,3 s r )

_@,892L

24

Fair value Revenue Reserves
Reserve

Kshs

At 3 I st Dccem bcr 2023

Prior year adjustment of Kshs 229,802 in year 2023 arose from;
I ) Rent Arreas paid in 2023
2) Overstatement of Capital gain from trading of Treasury Bond fxdl l2012l2o
Total
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II N't' ol- cAsll F'Lo\ /s

r endcd 3l Dcccmberor thc Ye

ro fit/( ,o

dj ust cll
s) for th€ Year

s for:-
n of property and equiPment

n of right of use asscts-l-cased

n of intangible assets

on disposal of fixed assets

N ote

25 &26

94,225,181

88,37 6,27 6

8,392,576

2023
Kshs

(709,219,028)

2022

Kshs
(7Ol,006,236)

8l,008
229,802)

120,646,003

a8376.276
10,65 l, r 67

(783,204)

27 ,325
( r4,898,7t6)

(s18,433,789) (496,987,38s)

pprcc tI n/Diminution in valuc ol'quotcd investments

nor ye iustments

l)rrirl tl profit/(loss) [rcfore working capital changes

Incrca Decrease in Accounts l{eceivables & Prepaymcnts

cprcc r (t

nr orl I tl

mottl iltr

oss/(g tn

)t

)/
)/

ASII

9

Inclcas ecrease in Right of use Assets

nctca ecrease) in Accounts l)ayables & Accruals

ecrease) Customer Savings and deposits

ecrcasc) GOK Pension [lescrve fund account

ecrease) Lease Liabil itics

ncrcAs

ncrcas

n crca s

ct cas ws front operatin g activitics

Incrca ccrcasc in stocks

WS FROM INVES'I'INC AC'TIVIl'IR'S
Property and liquipmcnt
m d isposal ol' assets

air Value Rescrve

m WSIII
rvs lj ont Iittrrncilrg rrclivitics

in cash and cash cquivalents

c sh cquivalcnts al the bcginning oI the ycar

ash cquivalent at thc cnd of thc year:rslt lt (l

('762,762,8t9) 412,436,s95

27 &29 (20,144,374) (28,202,496)
788,667

(t75,278,393)2lb 458,874.450)
(479,0t8,824) \202,692,222)

1,1 (3,6s9, 125) 3,378, 168

(3,6s9,12s) -1,378,I (r8

(79,873,663)

1,876,621

336,620,671
(3 98,495,308 )

(18,940,152)

(85,s17,t99)

95,096.980
(3, r 58,940)

(225,611,602\
1.129,642,7 t5

5,671,r61
(92,216,333)

urchas

rocecd

hangc

o

tl

ct ca ws front investing activ it ies

l, WS FROM }.'INAN(]ING A (;'I'IV ITI I]SASII
cce ipt

ct cas

ct ancr

ash an

(1,245,440,767)

8,063,557,670

2t3,t22,541
7,8 50,43 5, 12935

35 6,rir 8,il 6,904 ti,0(r3,557,670

'he ttol pages 27 to 66form an integral part of these financial stalenrcnts

25
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l"ot'lhe ycur cnled -l I Decemher 202.1

STAl l.lMIiNl'()1.- (lOMI,AIttSON OF tltil)G11't ANI) ACt.tJAt,
l.'or I hc ear entlcd 3l l)cccnrber 2023

Actual liudgct Va ria n cc
Kshs Kshs Kshs

Interesl incorne l, r39,023,006 t,265,406,895 ( r 26,3 83,889 ) -t0%
ensc @qe,926,074) (4 79,500,000) (t0,426,074) 2o/o

Net intcrest incom c 649,096,932 7115,90(r,tl95 ( 136,{i09,964) - 17 tYo

I:ees and commission incotne 560,502,925 6 t 4,941 ,91 I (54,43 8,986) oo/^

Fees and commission ex ct) sc (48,906,8 r8) (4 1,306,819) (7 ,599,999) t8%
Net Fees and conrmission incomc 5 il ,s96,1 07 573,635,093 (62,038,98(r) -l l.h
Nct tradin rntorne I,I 60,693,039 I,3s9,54 I ,988 ( I 98,848,949) -13"1,
Iore i n cxchan e l ll cotn e 144,77 4,636 145,228,774 (454,138) 0Y"
Other Operatin lnconrc 63,045,963 l2t,28t,183 (58,23s,220) -48%

eratin I ncolrrr: r ,36tt,51 3,638 I ,626,051 ,945 (2s7,538,307) - l6l,tt
cl.il t itl Costs()

Im airment loss on loans and advances (s0,000,000) (50,000,000) 0'Yo
Flnr loyce ex CNSES (1,t49,154,29t) (t,234,993,5 t4) 85,839,223
Board ex cnses (10,945,79 r) (10,623,99s) (321,796) 3%

cratr n cx cilscsO (3 3 8,3 95,82 3) (332,068,577) (6,327,246)
( 1e0,994,033) (2 t9,086,909) 28,O92,876 - 130h

A mortization cost-'I'reasur y lJ onds (2,71',7,3t4) ( 13,638,3 l6) 10,86 r ,002 -80%
(335 ,s25 ,4 t 4) (29s,259,034) (40,266,380) l4o/o'l'ota I o cratiI Costs (2 ,07 7 ,7 92 ,(t 66) (2,1 ss,670,34s ) 77,877,,679 -4'Y<t

l,oss bclb rc inconrc t:rx (7 09,27 9,028) (529,6 r 8,401 ) (17 9,6(10,6ztl)
ense*lncome tax ex

Loss for thc c riod (7 09,27 9,028) (s29,6r8,40I) (119,6(t0,62tt) 34o/o

26

ln terest cx

Nct O

Depreciation and Amortization

Other ex penses

34%,
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t (;ENERAL INFOIIMAI'IoN

Kenya l)ost Office Savings llank (lrostbank) is established under an Act of Parliamcnt cAI'
493B of the laws of Kenya, and is domiciled in Kenya and is wholly owned by the

(lovernment of Kenya

I)ostbank is primarily enBaged in the mobilization ofsavings for national development and

operates under the Kenya Post Office Savings Bank Act Cap 4938. ln addition, the Bank

offers other financial services such as remittance, collcctions and disbursement serviccs.

For Kenyan Companies Act reporting purposes, the balance sheet is represented by the

statement of financial position and the profit and loss account by the statement of profit or

loss and other comprehensive income in these financial statements

2 Sr JM MAI{Y O1.- Sl(; N I } ICANI' ACCOLINI'l N(; l'()l,l(ll lis

a) Statement of Com pliance
'fhe financial statements have been prepared in accordance with Intemational Financial

Ilepo(ing Standards (ll--RSs) and lntemational Accounting Standards (lAS). The financial

statements were authoriz-od for issue by the Board on 29 February 2024 '

The financial slatements conrprise of statement of contprehensive income, statement of

financial position, statement ofchanges in reserves, s(atement ofcash flows, and notes.

b) Ilasis of Measure ntcnt
'l-he financial statements have been prepared in corrpliance with International Financial

Reporting Standards (lt;RS) based on the historical cos( convcntion. The bank revalued its

property and equiprnent in Decernber 201 7.

c) Functional and Prescntation Currency
'l'hese financial staten'lents ale presented in Kenya shillings (Kshs), which is tlre company's

firnctional currcncy. Itcnrs included in the financial sta(enlents are measured using thc

currcncy of prirnary econontic environment in which thc entity operates i.e. Kcnya shillings

27

<I) Use of Estimates and Judgmcnt's

1'he preparation of financial statenlenls requires manallclncnt to make judgment's, estinrates

and assurnptions that allect the application ofaccounting policies and the reportcd amourlts

ofasscts, liabilities, incomes and expenses.

'l'he estimates and assulnptions arc reviewed on an ongoing basis. Revision to estimates arc

recognized prospectively
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2 STJMMAItY oI.'SI(;NII.'I(]AN'I'ACCoT,INI'IN(; I'()I,I(]IES ((]ONTINTJI]I))
c) Assunrptir)ns an(l listinratiorr of Unccfiainlics

(i) Going concern
'fhe Ilank operates with thc intention of being in business in the next l2 rnonths ancl in the
fbresceable future. 'fhc management runs the day to day activities by ensuring that assets are
realized and liabilities honored in the nonnal course of business.

IJowever, the Bank's future perfonnance is dependent on restructuring and governrnent
supporl in defraying the incurred losses from the year 2012 to 2023 amounting to Kshs.
(16790,772,155) in accordance with KpOSB Act cap 493t) section l3 (l).

Note l0- Impairntent loss on deposits, loans and advances

Note 2.2 (s)- Recognitions and measurement of contingencies: Key assumption about the
likelihood and magnitude ofan outflow of resourccs

(ii) Critical judgment in applying the cntity,s accounting policies

In accessing the need fol collective loss allowances, managenrent considers lactors
such as:

. Credit quality

. Portfolio size

. Concentrations

, Econom ic I'actors

Notc 27- Depreciation ol'equipment and intangiblc assets. -l'he 
Bank reviews the usctul life of

its propclty arrd ocluipnrcnt and intangiblc assets at thc encl ofeach financial pcr.iod

28
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0l s to the ltittuttt'i l,Sl l(ntcnls
) UMMARY()Fsl(;Nll-lCAN].^CC()UN.l.lNGPoLtCIt]S(CoNl.lNt]I.]l))

Changcs in accotrtrling policies and disclosurcs

cw standards n(l intcrPrctations not yct adopted

FRS l6: I-cnscs

e standard, which was issued in January 20 16, will upon implementation result in almost all

eases being recogniscd on the statcment of financial position, as the distinction betwccn

perating and financc lcases is removed

FRS l6 introduces a single, on-balance sheet lease accounting modcl lbr lessecs. A lessee

cognises a right-of-usc asset represent ing its right to use the underlying asset and a lease

iability represenling ils obligation to make lease payments. 'l'here are recognition exemptions for

hort-term leases and leases of low-value

hange.

itenrs. l'he accounting lor lessors will not significantly

FRS I6 replaces cx ist ing leases guidance, including IAS l7 Leases, IFRIC 4 Determining

hether an Arrangenrent contains a Lease, SIC- I 5 Operatirlg Leases - Incentrves and SIC-27

valuating the Substancc of Transactions Involving the Legal Form of a ['ease

e Bank has assessed the estimated impact that the initial application of IFRS l6 will have on

ts consolidated flnancial statements, as described bclow

) l,eascs in which thc llank is a lcsscc

) the final reconciliation ofthe ofthe Bank's leases' portfolio

i; th" Bank's assessrnent ofwhether it will exercise any lease renewal options; and

ii) the extent to which the Bank chooses to utilize practical expedients and recognition

xcmptiorls availablc under the standard

e Bank will rccogn ise new assets and liabilities for its operating leases of Croup premises and

quipnrent.'l'hc naturc ofexpenses relatcd to lhese leases will now change because IFRS l6

eplaces the straight-line oPe rating lease expense with a depreciation charge for right-of- use

ssets and intcl'cst expensc on leasc liabilities. Previously, the Bank recognised operating lease

xpense on a straight-line basis over the tenn of the lease, and recognised assets and liabilities

nly to the extent that there w

xpense rccogn iscd.

as a timing rlifference between actual lease paynrents and the

s at 3l Deccnrbcr 2023, the Bank's futulc minimum lease payments under tton-catrcellable

perating leases amounted to Kshs 98 million

?.9
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f) Charrges in accounting policics ancl disclosurcs (continued)
Ncrv standards and iIterpretations not yet adopted
b)'l-ransition

Ncw and amended standards adoptetl by thc Bank

i) IIrRS l5 Revenue frotn Contracts with Customers
ii) Transt'ers of investnrent property - antendments to IAS 40

30

The transition provisions of IFRS l6 allow an cntity not to restate comparatives. The
Bank will elect not to restate comparatives but instead adopt IFITS r6 on l January
20 l9 using a modified relrospective approach. r'herefore, thc curnurative effect of
adopting IFRS l6 will be recognised as an adjustment to the opening balance of
retained earnings at I January 20r9, with no restatement ofcomparative information.

The Bank has assumed an average incrementar rate of l0% on alr its operating leases.
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(ihangcs in accotttrling policies and disclosurcs (continttcd)

\erv and antcrrdcd standards adopted

FllS l5 provides a single, principles bas

,,rith customcrs (exccpt for contracts that

by thc Ilank (C'ontinued)

ed five-step model to bc applicd to all contracts

are within thc scope of the standards on leases,

nts). It replaccd the existing revenuc standardsnsurance contracts or financial instrunre

rnd their related interprctations

he five steps in the model are as follows:

Identify the contract with the ctlstomcr

Identity the perfonnance obligations in the contract

Detcrmine the transaction price

Allocate the transaction price to the performance obligations ilr the cotltracts

Recognize revenue when (or as) the entity satisfies a performance obligation

I

Ihe core principle of IFRS l5 is that an entity will recognize revenue to depict the transfer

:f promised goods or services to customers in an arnount that reflects the consideration of

which rhe entity expects to bc entitled in exchange for those goods or services. l-he

;tandard incorporates a five step analysis to determine the amount and

iming of revenue recogn ition.

l]ecause the standard does not apply to revenue associated with financial instruments, i(

loes not impact the ntajority of the Bank's revellue streanls. The Bank has reviewed the

tontraots with customcrs within the scope of IF'RS l5 and concluded that the adoption of

FRS l5 did not have a ntaterial intpact on the Bank's revenue recognition criteria and

.herc were thcreforc no transition adjustments requircd

I

ffRS 9 - Financittl lnstrumenls

hs permitted by the transitional provisions of IF-RS 9, the Bank elected not to restate

fomparative figures. Any adjustments to the carrying amounts offinancial assets and

hnancial liabilities at the dale oftransition will recognized in the opening retained

lurn ing, and other reserves of the current period

c tlank is still accessing the impact of I['RS 9 on its financial statements

31
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2.2-Principal accounting policics
Thc principal accounting policies adopted in the preparation ofthese flnancial statements havc

Ilcvcn ue llccognition
Inconre is rccognizod on an accrual basis

i) Interest
Intcrcst income and expense are recognized in the statement of comprclrensivc incornc using
the cffective interest method. Thc effective interest rate is the rate that cxactly discounts the
estimated future cash payments and reccipts through the expected life ofrhe Ilnancial asset or
liability (or, wherc appropriate, a shofter pcriod) to the canying amount of the financial asset
or liability. The effcctive interest rate is established on initial recognitiol of the financial asset
and liability and is not revised subsequently

'l'hc calculatiorr of'the effective interest ralc includes all fces paid or rcceivcd. transaction
costs, and discotrnts or premiunts that arc an integral part ofthe effectivc intercst ra1e.
l'ransactiotl costs are increnrental costs that are c'lirectly attributable to thc acquisition, issue or
disposal of a financial assct or. liability.

lntcrest incolne and expetrsc prescnted in the statement of comprehensive incorne include:
lntcrest on flnalrcial assets and Iiabilitics at anlonized cost on an eflective intcrcst ratc basis;

. Interest on ava ilab le- Ibr-sale investmcnt securities on an effcctive intcrest basis; and

. Interest income and expense on all trading assets and liabilities are consider-ed to be
incidental to the bank's trading operations and are presented togethcr with all other
changes in the f'air value of trading assets and liabilities in net trading i,corne.

ii) F-ees and commission income

Fees and comnlission inconte and expclrsc arc recognized on an accrual basis when the
scrvice has becn provided .Fees and cornr-nission income that are integral to the cffcctivc
interest rate on a financial asset or liability arc included in thc measurernent ofthe
effective intel'cst rate

other fi:cs and commission inconre, including account servicing f'ecs, are r.ecognized as
the relatcd services arc perlormcd
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h) Foreign c u rrcn cy transactions

'l'ransactiorrs in lbreign currencies during thc year arc convefted into Kenya Shillings at rates

ruling at the transac(ion dates. Monetary assets and liabilities at the repofting date which are

expressed in foreign currencics are translated into Kenya Shillings at rates ruling at that date.

Non-monctary itcnis that arc measured in terms of historical cost in a loreign currency are

translated using the exchangc rates as at the dates of the initial transactions if any. Non-

monetary items measured at fair value in a foreign currency are translated using the exchange

rates at the date when the fair value was dctermincd ifthere is any

c) Iim ployce be nefits

The Bank operates a dcfined contribution scheme whose funds arc held in a separate trustee

administered and guaranteed scheme managed by an approved investmcnt company. The

pension plarr is funded by contributions from the employees and the Bank. The bank's

contributions are charged to profit or loss in the year to which they relate.

d) Propcrty, plant and equipment
(i) lnvestmcnt l)roperty

Though the standard is silent on definition of significant, the assumption of materiality will
guide while dctermining the threshold. Anything greater than l0% will greatly influence the

decision maker. In the case ol'the Bank, thc percentage ofusage for Uppcr Hill properties

and Dandora l)lot is insignificant, hence classified under Investment Properties contrary to

owner occupation at Postbank Postbank llouse Nairobi (49%); Postbank Mombasa (25%);

Postbank Nakuru (50%); and Postbank Eldoret (100%) which is significant, and falls under

['lant Property and Uquipment (PPti).

liqually the International Accounting Standard (lAS l6) - considers Planl, I)roperties and

Equipnrent (PPE) as tangible assets held for use in production or supply olgoods or services,

for rentals to others, or for administrativc purposes and are expected to bc used for more than

ne period. l'hc standard also allows a choicc of accounting modcl to usc either cost model

pr revaluation rnodel. In our case we opted for revaluation model
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d) Property, plant and equipment
(ii) Revalualion and Cost Model
'l he Bank has used the Itevaluation and dcprcciating ntodel lor Land and Buildings while lor
all othcr classes ofassets, cost and depreciating rnodel has been applied as pcr IAS 16.

(iii)Property and Equipment antl I)epreciation

Leasehold properties for which the lease has 99 ycars or more to run are stated at cost or
valuation and are not depreciated. olher assets arc stated and depreciated at cost.
I)epreciation is calculated on a straight-line basis, at rates estimated to write ofl'the assets over
the ir expected useful lives.

l'he followin de reciat ion rates are used

(e) Intangible assets

Software license costs and computer software that is not an integral part ofthe related
hardware are initially recognised at cost, and subsequently carried at cost less accumulated
amortisation and accumulated impairmenl losses. Costs that are directly attributable to the
production of identifiable computers softwarc products controlled by the bank are recognised
as intangible assets.

f) Amortisation and impairment of intangible assets

Amortisation is calculated using the straight line method to write down the cost of each license
or item of software to its residual value over its estimated useful life using annual rare of 2O%o.

g) Stocks
Stocks comprise ofslationery and drugs in the staffclinic which are valued at cost.

h) Cash and cash equivalents
Cash and cash cquivalents lor the purposes of the cash llow statement comprisc cash and bank
balances net of bank overdraft, deposits in conrmercial banks and financial institutions and
'l'reasury bills, treasury and corporate bonds as at the balance sheet date.

Category llatc p.a
Iluildin 2.5v,
Show stands 20.00A
Motol vch ic lcs 2s.0%
l"urniture and fittin 12.5Yo
[]lectnrn ic office e Ut rnel)t 20.jYo
Non-electronic office e ut tTl c t'lt l2.5Yo
(lonr utcr hardware 20.0o/o
Corn uter software 20.0%

]4
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crl intcrcst irtvcslntcnls (bon tls)

interest invcstrncnts reler to investmcnt funds placed under Central Bank ol'Kcnya

d investrnents are classified as non-cul'rent assets and comprise marketablo sccurities

I
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(l d fieely at the Nairobi Securitics Exchange or other regional and internatiorral

itics cxchangcs. Quoted investnrents ars statecl at fair valuc

th r cnd. Ilad debts are written ofl alicr all elTorts at rccovcry have been exltaustcd

,l ,lliorl
c ank was exenrptcd fiom paying corporate taxes as per the Income Tax Act Cap 410

Iji SI schedule Parl l, however this was lifted by lhe Tax Laws (Amendment) Act, 2020

ing thc Bank is now subject to corporate tax)

1' tle and othcr rcceivables

and othcr receivables are rccognized at fair values less allowances lor any

U c llectible arnounts. These are assessed for impairment on a continuing basis. An

ate is ntadc ofdoubtful receivables based on a rcview of all outstanding anlotlnts at

lirement benelit obligations
ank operatcs a rctiretnettt benefits plan lor its crnployees, the assets of which arc held

1 eparatc trustee arhninistcred schcme tnanaged by a Fund Manager.'l'he contribtrtions

by the Bank both to the Defined Bencfit and I)efined Contribution retirernent schcrnclt)

S u

C

nl ratlc antl othc r ltayablcs
't' d and other payables are non-interest bearing and arc carried at amortised cost, which

ts asured at tlrc lair vatuc o1'contractual valuc ofthc consideration to bc paid in lttlttre In

IC p ct of goods and scrvices supplied, whether billed to the entity or not, less any

l) ents nradc to thc suppliers

il t'l the Provident liurrd are chargcd to the prolit and loss account in the yeal of
co bution.

ycar 201 l, the llank and thc employees also contribute to the National Social

ity l;und (NSSlr), a national clefined contribtrtion sclrerne. Contlibutions are
lir

d incd by local slatute and the conrpany's conlributious arc charged to thc profit and

lo ot:oun1 in tlte ycar to which tlrcy relatc
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o) Short lerm cmploycc bcncfits

The estimated monetary liability for employees' accrued annual leave cntitlcmcnt at the
balance sheel date is recognized as an employmcnt cosl accrual.

p) Forcign Currency Transactions

on initial recognition, all transactions are rccorded in thc lunctional cur.rcncy (the
ourrency of thc primary econonric environment in which the bank opcrates), which is
Kenya Shillings. Foreign cun'ency transactions during thc year are convelled into Kenya
shilling equivalent at rates ruling at the transaction date.
Assets and liabilities at the statement of financial position datc which are expr.essed in
foreign cttrrency are translated into Kenya shillings at the rates ruling at the transaction
date. l'he resulting differenccs frorn conversion and translation are clealt with in the profit
and loss account in the year in which they arise.

q) Revaluation Rescrve
l'he revaluation reserve relates to property and equipment. 'l-he rcservc is non_
distributable.
Revaluation reserves are made up of periodic adjustments arising fiom fair valuations of
Propcrly and ctluipment. Movement in thc revahration rescfve arc shown in the statemcnt
ofchanges in cquity is Kshs 3,165,760,2 l0

The Bank revalued Land, Buildings, Motor Vehiclcs, Furniture & I--ittings, Irlectronic
office IJquipment's, Non Electronic office llquiprnent's and (Jomputer. Hardware on ap
open rnarket basis by professional valuers, Realty valuers East Afi-ica I-imitcd as at 29th
Dccenrbcr 2017.The book values of'the plopefties were adjusted to thc revaluations, and
the resulting sulplus, was crcdited to the rcvaluation reserve.

r) Reven ue Reserve
'l'his rcprcsents undistributed accurnulatcd losses from current ancl previous years
including prior year adjustmcnts. l'hc accunrulated loss as at 3lst l)ecernber 2023 is Kshs
(16,190,712,t s6).

s) Conlingcnt Liabilities

l,itigation is a common occr.u'l'cnce in the banking industry due to the nature of the
business. Although there may be no assurance, thc Direcbrs bclicvc based on the
inlbrmation availablc and advice ftom the lcgal expclts that thc claints will be defended
succcssfirlly ancl therelore no provision has been rnade in the financial slatemcnt.
'l'he sign il lcant claims are described below:

Jtt)
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ank - vs - Sirniyu Wasike: The land in dispute involves I'ostbank and Simiyu Wasike. It is

r llill. (The value ol'the property was Kshs. 550 rnillion as per revaluation done in

d the Schcme agrcccl on a rernetlial plan which was filed and approved by RBA. Under the

I plan the bank contmitted to make monthly payments of Kshs. 8,682,000/= for a period of

n order to return the scheme to the minimum solvency level of 100%.

liance with RBA regulations to conducl an actuarial valuation on I)B Schemes after three

enre and the bank have agreed on another remedial plan where the bank (sponsor) continues

monthly payments of Kshs. s,682,000/:. [t is notcworthy that a monthly contribution at

682,000 per month will requirc that the bank contributes for 26 months (l January 2022 to

e tl-l: (l 'o t 0l/it'c Suvings llunk
ort utttl .finuncittl sl lema,tls

r ande d -i l l)acenther 202.1

ary 2024) for the deficit to be fully amortized. As at end of December 2021 the Bank had

s 373,325,000 towards offsetting the deficit

ii i) Ibrrncr heads ofdepa(ment sucd the bank under the Employnrent and labour relations court

ir termination when the Bank failcd to renew their contracts. Amount claimed is Kshs

,167. 'l'he matter was refer.red for arbitration and Cases terminated as a1 28th February,

owevcr vide an application datcd 24th Aprrl,2023, the Claimants sottght to have the

Dcc n1 er 2017 ) but carried at book value ol Kshs 27,390,225 .',I'he Bank lost the matter at the

I Iig ufi and filed an Appeal. The coutl will deliver its judgement on 6th December 2024

(ii) r e year 20 I 8, a statutory actuarial valuation of the Defined Benefits (Dl)) Scheme as at 3 lst

Dec er, 2018 disclosecl an actuarial dellcit ofKshs. 625,089,000/=, a funding level of 73.60/0.

mum funding requiremenls as per the Retirement Benefits Authority (RBA) minimum

levol and winding up ofschemes regulations 2000 requirement is 10070. As a result, the
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(3) , the Schcme conducted statutory actuarial valuation of the Defined Benefits (DB) Scheme
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IO of the arbitrator overturned. Thc Ilank hassince executed a Replying Affidavit opposing

ication.

u get for FY 2023 hadnot been approved by the National Treasury by date ofpublishing

thc a c unts
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k uses Zero-based budgeting (ZIlll). n ll expenses must be justified lor cach new period

geting sta(s fi.om a "zero base," and every function within an organi:ration is analyzed for

and costs. Budgets are then built around what is needed for the upconting period. 1'his

aIIo op-leyel str.ategic goals to be implcmented into the budgcting process by tying them to

spec lunctional areas ofthe organization, where costs can bc first groupecl and then measured

aga St r.cvious results and current expcctations. At the end ofevery month actual and budgeted

at't]() nt is conrparcd to obtain varianccs. 'l'he presentation of budget infornration in Financial

Stll ll nts is done as per International l'ublic Sector Accounting Standard (IPSAS) 24

Aco rison of budget and actual amounts, prepared on a comparablc basis to the approvecl

bud is then presented in the statement ofcomparison ofbudget and actual amounts

Ast e ent to reconcilc the actual atrlouttts on a compalablc basis includecl in the statelnent ol'

son of budget and actual amounts and the actuals as per the statclncnt ol financial

pcr ance has been prcscnted undel thc section of Statetnent of Cornparison of []udget and

Actu

af

I' these financial statemcnts

ot'



lknstu l'pt1 O.ffice Suvings llank
Annuul repor! a d Jitrotrci l slotenrcnts
l;or lhe -tteor cnded .l I l)eccnrher i02-l
htqles lo the l;inu cial Srotutrrenls

2 SUMMARy OF SICNtFICANl' ACCOTJNTING pOLtctES (coNTINUl.I))

2.3 Foreign cu rrcncy lranslation
(a) Functional and presentation currency

Items included irl the financial stalements ofeach of the group's entities are measured using the
currency ofthe prinrary economic cnvironrnent in which the Bank operates (,the functional
currency'). The financial statenrents arc presentcd in Kenya shillings, which is the Bank,s
presentation currency

(b) Transaclions and balances
F'oreign curency transactions are translated into the functional currency using the exchange rates
prevailing at the dates ofthe transactions or valuation where items are re-measured. Forei;n
exchange gains and losses resulting fi'om the settlement ofsuch transactions and f,rom rhe
translation at year-end exchange rates of monetary assels and liabilities denominated in foreign
currencies are recognized in the income statement, except for diflerences arising on translation of
non-monetary financial assets carried at fair value through other comprehensive income, which are
recognized in other comprehensivc incomc

Foreign exchange gains and losses that relate to cash and cash equivalents are presented in the
income slatement within "finance income or costs',. All other foreign exchange
gains and losses are presented in the statcrnent of profit or loss for the year within .,other
gains/losses-net".

2.4 F-ina nc ia I inst ru nr en ts

a) Recognition

The Bank initially recognizes loans, advances, deposits and debt securities on the date at which
they are originated.
Purchases and sales offinancial assels are recognized on the trade date at which the Bank commits
to purchase or sell the asset.

A financial asset or liability is initially measured at fair value plus (for an item not subscquently
measured at fair value through profit or loss) transaction costs that are directly attributablc to its
acquisition or issue.

38
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b)ClassiJication
'l'hc Bank classifies its financial assets in the following categories: financial assets al fair

valuc thlough profit or loss; loans and receivables; held-to-rnaturity investments; and

available- for-sale financial assets. Managenlent determines the classification of its

in vcstrncnts at initial recognition

(i) L-inonciol assels at fair value lhrough profil or loss

This category has two sub-categories: financial assets held for trading, and those designated

at firir value through profit or loss at inception. A financial asset is classified in this category

ifacquired principally for the purpose of selling in the short term or if so designated by

managenrent.

ii) I.oans and Receivables

Loans ancl receivables are non-derivative financial assets with fixed or detenninable

payments that are not quoted in an active rnarket. They arise when lhe llank provides money

directly to a debtor with no intention of trading the receivable. These include advances to

staff, Visa credit to customers and placenrents with othcr banks. Loans are initially measured

at [air value plus incremental direct transaction costs, and subsequently rneasured at thcir
amorlized cost using the effective intercst method.

iii) I I eld-to-maturity

Hc ld-to-nraturity investrnents are non-dcrivative llnancial assets with fixed or determinable

payments and fixed nraturities that the Bank's ntanagement has the positive intention and

ability to hold to maturity. Were the Bank to sell other than an insignificant amount of held-to-

maturity assets, the entire category would bc tainted and reclassified as available for sale.

f,hcsc include'freasury Bills, 1'reasury Bonds and Covernment Stock.

i v) A vu i I o h I e-fo r-s ale

A va ilab lc-for-sale investments arc those intended to be held for an indefinite period of tirne,

pvhich rnay be sold in response to nceds lirr liquidity or changes in interest rates or exchange

ates. I'urchases and sales ol'financial asscts al Iair valuc through profit or loss, hcld ttr

malurity ancl available for sale are recognized on trade-date, the date on which the Bank

comrrits to purchase or sell the asset. Loans arc rccognized when cash is advanced to the

borrowcls. l.'inancial assets are initially rccognized at lair value plus transaction costs for all

[inarrcial assets not carricd at fair value through profit or loss.

[rinarrcial assets ate derecognized when thc rights to reccive cash flows fiorn the llnancial

sets have cxpired or wherc the []ank has transferred substantially all risks and rewards of
rwnership



lkttyu l'ost ([Jice Sovings Bonk
Antruul reporl andJi (ncial slfitenrerrts
ltor lhe lteor ended .l I Decembcr 202,1

Noles lo lhe l.'inuncial s'lalcnrenls
2 SUMMARy OF StGNtF]CANT ACCOUN,t.tNG pot,tcrES (coN.t.tNUED)

2.4 Financial instruments (Contin ucd)
i v) Avai lo ble-fo r-s ale (c o n t i n u e d )
Available-for-sale financial assets and financial asscts arc carriecl at fair value through profit or
loss' Loans and receivables and held-to-maturity investnrcnts are carried at amortized cost using
the effective interest method.
Gains and losses arising from changes in the fair value of'the financial assets category are
included in the statement of comprehensive income in the year in which they arise. Gains and
Iosses arising fi'om changes in the fair value of availab le-for-sale financial assets are recognized
directly in equity, until the financial asset is derecognized or impaired at which time the
cumulative gain or loss previously recognized in equity should be recognized in profit or. loss.
Ilowever, interest calculated using the effective interest rnethod is recognized in the statement of
comprehensive income.
As per IAS 39, financial instruments arc supposed to be classified as l{eld-to-maturity and
Available- for-sale. However, the Bank has classified all its financial instruments as Held-to-
rnaturity since the Bank has no intention of selling the instruments.

v) IdentiJicalion and Meosureme t of ln pairment of Financi Assets

At each statement of financial position date, the Bank assesses whether there is objective
evidence that financial assets not carried at fair value through profil or loss are impaired.
Financial assets are impaired when objective evidence demonstrates that a loss event has
occurred after the initial recognition of the asset, and that the loss event has an impact on the
future cash flows on the asset than can be estimated reliably.
'I'he Bank considers evidence of impairment at both a specilic asset and collective level. All
individually significant financial assets are assessed for spccific impainrent. All significant
assets found not to be specifically impaired are then collectively assessed for any impairmenr that
has been incurred but not yet identified. Assets that are not individually significant are then
collectively assessed for impaimrent by grouping together financial assets (carried at amortiz-ed
cost) with similar risk characteristics.
Objective evidence that financial assets (including equity sccurities) are impaired can include
default or delinquency by a bon'ower, restructuring ola loan or advance by the Bank on tenrls
that the llank would otherwise not consider, indications that a bonower or issuer will enter
bankruptcy, the disappearance ofan active market for a security, or other observable data relating
to a group of assets such as adverse changes in the payrnent status of borowers or issuers in thc
group, or economic conditions that correlate with defaults in thc group.
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nancial inst ru nr cn ts (Corrtin ucd)
tli/icolion urrtl Mcrtsuruncnl o/ ltrtpoirntettl of l;inantiul Asscls (('otrtinued)

ssing collective irnpairrnent, thc Bank uses statistical modelling olhistorical trends ofthe probability of
t, tirning ofrecovcries and the anrount of loss incun'ed, adjusted for management's judgment as to

er cun'ent cconomic and crcdit conditions are such that the actual losses are Iikely to be greater or less

ggested by historical modelling. Default rate, loss rates and the expected timing of future recoveries are

rly benchmarked against actual oulcomes to ensure that they remain appropriate

cnt losses on assets carriod at arnofiized cost are measured as the difference between the carrying
t ofthe financial assets and thc pr€sent value ofestimated cash flows discounted at the assets' original
ve interest rate. l,osses arc rccognized in the statement of conrprehensive income and reflected in an

ce account against loans and advances. lnterest on the impaired asset continues to be recognized
h the unwinding ofthe discount. When a subsequent event causes the amount of impairment loss to
e, thc impairment loss is reversed through the statement ofcomprehensive income

ent losses on available-for-sale investment securities are recognized by transferring the differcnce
n the amortized acquisition cost and current fair value out ofequity to the statement ofcomprehensive

When a subsequcnt event causes the amount of impairment loss on an available-for-sale debt sccurity
ease, the impairment loss is rcversed through thc statement of cornprehensive income

r, any subsequent recovery in the fair value ofan impaired available-for-sale cquity security is

ized directly in equity. Changes in impairment provisions attributable to time value are reflected as a

nent of interest income.

c<'0littitio,t

nk derecognizcs a financial asset whcn the contractual rights to the cash flows frorn the financial asset

or when it ttansfers the rights to receive the contractual cash flows on the financial asset in a
tion in which substantrally all the risks and rewards of owrcrship of the financial asset are transferred
nk derecognizes a financial liability when ils contractual obligations are discharged or cancellcd or

nk enters into transactions whereby it transf-ers assets recognized on its staternent of financial position,
ins either all or substantially all ofthe risks and rewards of the transferred assets or a portion ol them. If

ubstantially all risks and rcwards are retained, then the transferred assets are not derecognized fi'om the

nt offinancial position. 'l ransfers ofassets with retention ofall or substantially all risks and rcwards

, Ibr exanrple, securities lcnding and repurchase transactionsd
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2.4 F inancial instruments (Continued)

vii) Impoirmentfor Non-l;inanciol Assets

The canying amounts ofthe Bank's non-financial assets are reviewed at each rcporting date
to determine whether there is any indication of impairment. If any such indication exists,
then the assets' recoverable amount is estimated. An irnpairment loss is recognized ifthe
carrying anrount of an assct or its cash-generating unit exceeds its rccoverable amount. A
cash-generating unit is the smallest identifiable asset group that generates cash flows that
largely are independent from other assets and groups.
lmpairment losses are recognized in the statement of comprehensive income. hnpairment
losses recognized in respect of cash-generating units are allocated first to reduce the
carrying amount ofany goodwill allocated to the units and then to reduce the carrying
amount of the other assets in the unit (group of units) on a pro-rata basis.

viii) Budget Accounting I,olicy
I'he bank uses Zero-based budgeting (ZUB). All expenses must bc justified for each new
period. The budgeting starts from a "zcro base," and every function within an organization is
analyzed for its needs and costs. Budgets are then built around what is needed for the
upcoming period. This allows top-level strategic goals to be inrplemented into the budgeting
proccss by tying them to specific functional areas of the organization, where costs can be
first grouped and then mcasured against previous rcsults and current expectations. At the
end of every month actual and budgeted amount is compared to obtain variances. The
presentation of budget infbrmation in l-'inancial Statements is done as per lnternational
Public Sector Accounting Standard (IPSAS) 24.

3 1.'I NANCIAI, II,ISK MANA(; I.],M IiNl'

a) l'rincip lcs

I)ostbank faccs various types ofrisks which arise fi.om its day to day operations as a
financial institution. 'l'he lloard of Dilectors and Management thcrcfbre devote a significant
portion of their time to the management of these risks. 'lhe mainstay of cflective risk
management is the identification ofsignificant risks, the quantification ofthe llanks's risk
cxposure, actions to lirnit risk and thc constant monitoring of risk.
'l'he overarching aim ol'risk managcmcnt is to ensurc that all risks assumed in thc course ol'
the []ank's business are recognized carly on and nritigated by cfl'cctive risk management.
Successful risk rranagenrent is recognized as a pre-condition for thc sustained growth and
success of the Bank. Risk managemcnt and monitoring are irnplenrented via the Bank's risk
managenrent and risk control process and the organ ization structurc corresponds to prudcnt
R isk Managcrnent Cuidclincs.
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a) Principles(Continued)

In ordcr to cnsurc continuous improvcmcnt of risk manage ment at all times thc lbllowing kcy risk

principlcs havc becn adoptetl and are applied;
. The Board of Directors assumes the ultimate responsibility for the level of risks taken by the Bank

and is rcsponsiblc to overscc the effective implementation ol'thc risk strategies.
. 1'hc organizational risk structure and the functions, lasks and powers ofthe employees, committees

and departnrents involved in thc risk processcs arc continuously being rcviewed to ensure clarity of
their roles and responsibilities.
. Risk issues are taketr into consideration in all business decisions. Measttres are in place to develop

risk-based pcrlbrmance measures and this is being supplcmented by setting risk limits at thc overall

Bank and divisional levels, as rvell as by enforcing consistent opcrating limits Ior individual busittess

ctivaties
. Risk managcment is increasingty being linked to managemenl processes such as strategic plannirrg,

nnual budgcting and performance measurement
. ldentified risks are rcported in a transparenl and tinrely nranner and in full to the responsible senior

managcment.
. Appropriate and effcctive controls exist for all processes entailing risks.

llthese principles are enshrined in the Bank's risk mattagernent policy

b) ( rcd it risk
redit risk is tl)e currcnt or prospective risk to earnings and capital arising from an obligor's failure to

ect thc tcrms of any contract wilh thc bank or if an obligor otherwise lhils to pcrlbrm as agreed
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3 t'tNANCIAL IItSK MANAGIIMENT (CONTINUtit))
(b) Credit risk ( Conrinued)
(i) Mmagement rf Cretlil Risk
The Bank is Subject to credit risk through its lending and invcsting activities. Considerable resources,
cxpertise and controls are devotcd to managing it and comprehensive strategies, policies and procedurcs
have been developed to effectively manage this risk.
'l'he Bank's primary exposure to credit risk arises through its advances to employee and Visa credit to
custotners. Credit risk ratings are assigncd to customers to enable the bank to establish the risk and
enable crcdit decisions to be undcrtaken within acceptable risk appetite threshold through its credit
policy.
At the management level there, is a credit risk departnrent sral'fed with highly skilled personncl who
ensure credit risk are identified and nritigated. Within this departrnent there are debt collecting officers
who follow up on bad loans.

( i i) 11/ r ite-off P o I icy

'l'he Bank writes off a loan / security balance (and any related allowances for impairnrent losses) when
management determines that the advances / securities ar.e uncollectible. This determination is reached
after considering information such as the occurrence of significant changes in the borrower financial
position such that the borrower can no longer pay the obligation, or that proceeds from collateral will not
be sufficient to pay back the entire exposure

(c) l,iqu id ity Risk

l,iquidity risk is the currettt or prospective risk to earnings ancl capital arising from the institution,s
failure to meet its maturing obligations when they fall due without incurring unacceptable losses.
l'he Bank's approach to nranaging liquidity is to ensure, as far as possible, that ir will always have
sufficient liquidity to mect its liabilities when due, undcr both normal and stressed conclitions. withour
incurring utracceptable losses or risking damage to lhe [lank's reputation.
'l'hc Bank has access to a divcrsc funding base. Irunds arc raiscd rnainly from dcposits.
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N(rIAl, t{ISK MANA( ;t.tM l.tN.t (( ON'ilNU I,ll))
uirlity Il.isk (corr tin ucd)

tlt, lo l i tltt i tl il.y' ll i s k

k rneasure used by the llank f'or rnanaging liquidity risk is the ratio ofnet liquid assets to deposits lionr
() rs. For this purpose net liquid assets are considered as including cash and cash equivalents and investnrent

ies f,or which there is an active and liquid market less any deposits fi'om banks, other borrowings andlt
trnents nraturing within the next nronth

rcl has approved a policy to ellectivcly manage liquidity at all tirnes to rneet depositors dcmand, ancl

cted outflow.'[he invcstrnent undeI1akes statement offinancial position liquidity and scenario analysis as

policy on bi-monthly bas is.rh

nl

p

nk strives to maintain a balance belwcen continuity offunding and flexibility through the use of liabilities
gc matulitics, in addition thc bank holds a porrlolio of Iiquid asscts as part of its liquidity risk

crncnt stratcgy

M rkct Ilisk
k t risk is the risk that changes in markct prices, such as interest rate, equity prices, foreign exchangc rates

dit spreads (not relating to changcs in the obligor's / issuer's credit standing) will affect the group's
or the value of its holdings offinancial instrurnents. The objcctivc ofmarket risk managernent is to

e and control market risk exposures within acceptable parameters, while optimizing the retum on risk

n g(,rrcnl ol trtorkel llisk
til I responsibility for managernent olmarket risk rests with a managenrent committee of the Bank, the n sset

l.i bility Comrnittee (ALCO).'l'he risk department is rcsponsiblc for the devclopment of detailed markct risk
mcnt policies (subject to review and approval by At,CO) and for the day to day implementation ofthosc

r monitoring ofPostbank's risk protilc against risk appetite linlits e.g. forcign exposure and risk limits,
idi and solvency ratios which are contained in the market risk franrework incorporating market and country

licies approvcd by the board

osure I0 Inlerest Rale Risk

ncipal risk to which financial asscts and liabilities are exposed is the risk o{'loss from fluctuations in the

sh flows or lair values of financial instl ument bccausc of a changc in market interest rates. lntercst rate

ts anaged principally through monitoring interest rate gaps

I)
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3 FTNANCIAL |USK MANAG EMI.]NT(CONTTNUED)
(e) Operational Risk
The Operational risk is a risk of losses resulting frorn inadequate or failed intemal processes,
people, and systems o[ fiorn extcmal events.
The Bank's objective is to nranage operational risk so as to balance the avoidance offinancial
losses and damage kr thc Bank's reputation with overall cost effectiveness and to avoid control
procedures that restrict initiative and creativity.
The primary responsibiliry for the developnrent and implementation ofcontrols to address
operational risk is assigned to senior managcment within cach business unit. 1te responsibility is

supponed by the developrrent of ovemll Bank standards fur the management ofoperational risks.
Contpliance with thesc standards is supported by a progranrrne ofperiodic reviews undeftaken by
internal audit. l'he results of intemal audil reviews are discussed with the management of the
business unil to which thcy relate, with sumrnaries submittcd to lhe Board Risk Committee and
senior management of the Bank.

Risk nrcosuremenl and control

Interest rate, credit, liquidity, operational risk and other risks are actively managed by independcnt
risk conlrol groups to ensure compliance with the Bank's risk policy. The Bank's risk exposure
limits are assessed regularly to ensure their appropriatencss given the Bank's objectives and
str?tegies and current nrarket conditions
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Intcrest I ncom e

Government securit ies

Arnortiz-ed cost

Fair value through OCt

Interest on 'ferm depos its

Interest on Staff l-oans

Interest on V isa Balances

Credit Partners -Shaled Interest Income

I n tercst cx pcnse

lnlerest on deposils

Interest on lease liabilities

F ccs & Conrnrissions lncontc

Inactivity I"ees

Salary Crediting Fees

Premature withdrawal Fees

Withdrawai Fees

Visa Fees

Card f'ees

Western Union - MTS Commisston

Citibank Commission

Pension Commission
Inua Jamii Commission

Money l'ransfer Cornrnission (Others)

ATM withdrawal l"ees

'l ecs:rntl ('onr nr issions Ilxpcnst'

harcd Costs Adjustments

ommission F)xpense-MoneyGratn

rcmium Paid Commission on l)urchase of
onus Paid-SAYE Expense

ornmissions & Agency Fee

obile banking [ixpenses

t,139,023,006 1,r02,857,613

2023
Ks hs

490,801,225

399,976,386

44,697 ,31I
28,7 58,398

3,055,302

t71 ,734,384

2022
Kshs

s23,804,230
3s9,t69,2t2

38,290,459

27,417,209
1,858,786

t52,3t7 ,7 t7

2023

Kshs
484,556,400

s,369,6'14

2022

Kshs
453,337 ,442

t,540,290
489,926,014 460,877,732

pills Cornmission-Water & F)lectric ity

forlcited Interest & Bonus-SAYIi lncornc

fr4iscellancous Fees & Commission (others)

2023
Kshs

)) )aQ i)\
62,238,089
47,422,000
70,545,321

2,13 | ,555
39,444,677
25,145,672

t 5,554
55,992,100
61,t97 ,779
12,038,458

48,t31,813
8,768,802

13,933,895

90,587,885

2022
Kshs

43,305,93 I

53,469,647

44,373,103

58,74t,258
2,662,599

20,794,962
25,569,244

l6 r,086
s't,328,600
23,307,348

1,647,863
36,136,264

t0,907,725
t2,743,899
49,651,825

560,s02,925 450,801,354

2073
Ks hs

4,520,0 t5

3,248,97 4

15,5t4,922
4,919,5 r9

l 3, r 02,099
4,53 1,000

3,070,289

2022
Kshs
4,658,677
4,280,686

t,602.235
4.421 ,917

13,073,544

9,957,089
2,s l I,879

48,906,8 t8 40,5t2,027

ornnrission paid on deposit mobilization
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8 Forcign Exchange Incornc
Rcalized Gain/l,oss On Sale Of'l;orcx l]rom M'l S

I'orex Gain On Money 'fransfer -ll.ansactions 
-WU

ljolex Cain On 'l\'ansactions -Monev (]ram

9 Othcr OJrcrating Incornc

Rcntal Income
Dividend incomc

Intcrest on Bank accounts
'['ender lees

Appreciationfl)intinution in value of quoted
Mobile Banking Fee

Capital Cain on Sale of Investments
Comrnission Income on l:oreign Visa
Gain on Sale of Assets
Sundry inconre

l0 Inrpairmcnt l-oss on Deposits, Loans and A<lvancqs

Ccncral Provisions-lncluding Staff Ioans

t44,774,636 t32,672,24t

2023
Kshs

69,901 ,842
64,503,671
10,369,123

2022
Kshs

s3,053,1 82

69,883,361

9,73s,699

2023

Kshs
5 r,060,951.0

I , 104.0

t;776,122.0

24,800.0
(8 r ,008.0)

96,500.0

t0,161,494.0

2022

Kshs
48,896,838

22,313

1,894,s90

1,700
(27,32s)

3I,98r,589
32,691,184

27't,000
783,204

10,806,030

63,045,963 121,333,183

2023
Kshs
50,000,000

2022
Kshs

47,000,000

50,000,000 47,000,000
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Board l)x pcn ses

Directors Honoraria

Directors Allowances

Directors Allowances TelePhone

Opcrating E x pc nses

Security expenses

ln surances

Office relocation costs

[,and rent and rates

Repairs and maintenance

Service charge

Licenses

Agency Fees

Agency Expansion Project Expenses

l)cprcciation and Antortiz.ation

Deprcciation of prope(y and equipment (Note 27)

Amortization of right olusc assets-l.eascd (Note 28)

Anrortization of intangible asscts (Notc 29)

2023
Kshs

2072
Kshs

7 \5,767,455
220,6t9,307

32,334,561

5,966,809

t74,466,159

t,t49,t54,291 I,127,515,414

718,334,220
224,744,223

32,536, 105

7,130,454
'144,170,412

2023

Kshs
929,973

9,973, r 58

42,660

10,945,791 6,540,042

2023
Kshs
97,472,065

36,169,061
0

445,7 65

45,0s6,693
13,752,360

128,489,77'l

15,995,082

405,020

338,395,823 293,01t2,7 t t

2022

Kshs
759,452

5,733,500
47,O90

2022
Kshs

l0r,l0r,775
40,7'.77,769

105,000

455,27 5

24,949,85t
13,7 52,360

92,494,202
19,435,2'19

I 1,200

2023

Kshs
94,225,t81
88,376,276

8,392,576

2oz2
Kshs

120,646,003
88,316,276
r0,65t,167

]90,994,033 2t9,6't3,446
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Salanes and Wages

Pensions and Provident L'und contr.

Medical expenses

Stalf training
Other staff cxpenses
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l5 Amortization for llonds'l'rading Cost

Amortization

2023
Kshs
2,777,3t4

2022
Kshs
5,956,256

2022
Ks hs

3,048,596
s3,962,73t
9,479,699

213,020
3,973,096

32,0s0,848
40,000

67 ,589 ,155
6,28t,722
5,460,894
5,000,000
4,8 t0,4 I I

8,207,685
17,262,465
16,492,431

4,472,415
I t,433,083
42,828,331

I ,600,501
0

8,050
19,297,867

This rclates to Treasuly Boncls l)remiums amortized during the pcriod

l6 Othcr llx pc n scs

Operating Stationery
Al'M Card Cost

Travel and Subsistence allowances
Newspapers and Periodicals
Printing and stationery
Staff Welfare Expenses
Debt collection
Postage & telephone

Computer expenses

Motor Vehicle Expenses
Audit fees

Donations and subscriptions
Legal and professional fees

Electricity and water
CIeaning, Sanitation & Messengerial
Special Projects Launching
Bank Charges

Selling & Marketing cxpenses
Hire of Motor Vehicles
Research & Development
Retail Banking-search fee

Integrated Reimbursernent fec

2023
Kshs
4,063,863

6t,256,595
8,980,809

363,896

4,840,233
32,962,967

2,107,955
66,524,242

3,276,149
8,699,723

6,000,000

4,546,282
8,366,793

22,283,686
20,397,47s

t ,543,643
9,2t2,685

39,409,297

2,4tI,475
39,840

s,900
28,231,306

335,525,414 i13.5t3.600
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l'rofit (l,oss) li'or'l'he Year

'l'he loss for the year is stated alter charging:

[)irectors emolurnents

Audit fees

Depreciation/amortization intangible asset expense

Bonds amortization cost

l)ension scheme contributlon
and ofler crediting: -

Dividends
Appreciation/Dirn inution in value of quoted

Notc 2023
Ks hs

t0,945,791

6,000,000

r90,994,033
2,'777,314

220,619,307

I,104
(81,008)

2022
Ksh s

6,540,O42

5,000,000
219,673,446

5,956,256
224,'744,223

t2

l6
27

t5
ll

9
o

22,313
(27,32s)

5l
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Iti Explanation of Matcrial Variancc on 'I'he Statcnrent ofoonrparison of Budge( arrd Actual
lilr thc twelvc months ending 3l l)cccmber 202J

lncornc
Aclual
Kshs

t, 139,023,006

560,s02,92s

144,774,636

63,045,963

Actual
( r0,945.79 t)

(3 3 8,3e5.823 )
( r 90,994,033)

lludgct
Kshs

1,265,406,895

6 t4,94 l,9 t I

t45,228,774

l2l ,28 I, 183

Ilu d get
( 10,62:r,99s)

(332,068,577)
(2 19,086,e09)

Variancc
Kshs

( 126,383,88e)
(54,438,986)

(454, 138)
(s8,235,220)

Variancc
(32t,196)

(6,327,246)
28.092,876

a)

b)

c)

d)

lnterest income

Fees and commission income
Foreign exchange income
Other Opcrating income

- 100

-9Y"

l%o
-4g06

3y:o

2Vo

- l3Yo

a) Interest income for the period was Kshs I . I 39 billion against budget of Kshs I .265 biilion giving
unfavorable variance ofKshs 126 million.
(i) The Bank eamed Kshs. 890 million as Investmcnt Income from TBs against a budget of Kshs. 922
tttillion, this was below budget by Kshs 102 million i.e., l0 %, this was due to non-atlainment of budgeted
customer deposit figurcs which were to drive investment values and consequently lnvestment Income.
(ii) The Bank eamed Kshs. 45 million from placement in Commercial Ilanks against a budget of Kshs. 4l
nrillion. 7o. This was duc to the high rates on call deposits in the year 2023.

b) Fees and commission income for the period was below budget because ofnon attainment ofkey revenue
lines e.g. GOK Pension Commission due to declining number of pension accounts,decline in MTS
revenue (Money Transfer Services).

c) Foreign Iixchange Income was Kshs 145 million, which was equal to thc budget of Kshs 145 million.
The Kenyan Shilling continues to weaken against the dollar.'lhis is advantageous to the Bank since it is a
net seller of'dollars earncd fiom MTS business

d) Other operating income for the period was Kshs 63 million against a budget of Kshs l2l nrillion, giving
an unfavorable variance of 48 %o, this was lower by 49yo compared to the same period last year.
Other operating income lincs that did not meet their targets were.
'Rental Incotne earned the bank Kshs 5 I nrillion compared to budget of Kshs 89 ntillion. this was due to
low occupancy level ofour rentable office space in Mombasa and Nakuru.

Note: Approved budget by The National Treasury classified some income lines that we report under other
income to fees and comrnission income
Direct Expenses Actual Budget Variancc y"
d) Interest expense (499,926,0j4) (479,500,000) (10,426,074) 2oA

Interest expense for the year was Kshs 490 rnillion (nrade up of interest expense on depositor.s - Kshs 4g5
million and Interest on lease liabilities -Kshs 5.3 million), this was abovc budget by Kihs l0 nrillion.
During the ycat intercst rates on thc TB's rose to an average ftle of l7vo, Our customers are took cue of
this and asked for higher rates f,or their funds leading o increase in interest rates.

Recurrenl F)x penscs

e) Board expcnses

l) Operating cxpenscs

g) Depreciation and Arnorlization

Cost contxll nleastlres put in place contribLrted to low expenditures compared to budget. I)eprcciation ancl
Atnorlization costs contain Amonization of right o1'usc asscts-l,eased in compliancc with IlittS 16.

t?
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sh and Cash l)quivalcnts

sh on I land
sh at Bank

ntls on Call antl Short Noticc

I

2023
Kshs

322,611,692
204,6'72,927

2022
Kshs

315,3 r 5,607
129,668,297

lk ofcash at bank was hcld at Kcnya Comnrercial Bank ofKenya and

tional Bank of Kenya wlro arc the Barrk's ntain bankcrs

if illank

f,1*., u^,u or Kenya

2023

Kshs
10,935,004

t'7,281,650

12,'157,866

s0,000,000

2022
Kshs

10,935,004

t'7,044,211
12,2'7't,33s

700,000,000nya Commercial Bank of Kenya

NK
lln
ibank

ional []ank ol' Kenya

ya (lommercral llank(K)

csl rncnt in 'l-rcasuty llontls

cd rate 'l'reasury bonds - I:VOCI
ed rate Treasury bonds - arnortized cost

asuly bonds maturing aftcr 360 days

datc of accluisition

90,980,520 740,256,552

Ilank has placed some of its lunds in call accounts with conrmercial banks as

o

S

n

RATE
3.35%
4.0%
4.0%
1.50h

2023
Kshs

2.468,245,764

.j,73 I ,600,000

2022
Kshs

2,927,117.2t4
3,951,200,000

6,199,845,764 6,878,3t7,2t4

6,199,855,764 6,878,317,214

53

s21,290,619 444,983,904

isted above. l he lunds are lien lor clearing seftlcmcnls.

thc ycal undcr rcview, thc funds were invested at the following interest rates
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( u I'ost OJlicc Suvittgs l)unk
ual repo und Jinoncinl slolentattts

ll:c.ycar ond,:tl -l I l)tccnthcr 202-l

to thc l"inancial Slalerrrcnts

Stocks & Drugs

Stationery
[)rugs

2 Othcl'Invcstnrcnts

Quoted investments (cost)

Unquoted investment

[,ess: Provision for dinrinution
in market value of quotcd

7023
Kshs

2022
Kshs2 lnYestment l)ropcrty

Cost

At I January

Disposal

At 3 I December

32,390,225 32,390,22s

____2;e0225_ ___2;2-1
Included in the investment l'roperly is

(i) Upper llill I'roperty whose market value is Ksh.550,000,000 ( as per revaluation done in

December 201 7) but carried at book value ofKshs 27,390,225. f itle to thc Upper Hill property is

in dispute with lhe current occupant ofthe premises clairning allotees intcrest absolutely. The

matter is in courl and the Bank expccts a favorable outconre sincc it has a vesting right in thc

propedy and is holding it with an intention of selling or reinvestinS. The property is a piece ol
land with a building taken over fi'otn'llrabiti l"inance l,td in lieu of'deposits held for the Bank

(ii) Dandora Plot with a value of Kshs 5,000,000.
'Ihe reclassification of Dandora Plot and upper hill ptopcrty fiom Properry and liquipment to

Inveslrnent property has been done as per IAS 40.

2023
Kshs

12,743,583
830,4 l0

2027
Kshs

t4,149,145
1,301 ,471

13,st3,993 15,450,616

2023
Kshs

2,055,637

13,540,000

2072
Kshs
2,055,637

r 3,540,000

15,595,637

(11,4r3,570)

15,595,637

(l1,332,s62)
4,182,067 4,263,075

(i) Quoted investments were valued at Kshs.2,828,067.50 (2022 Kshs.2,909,075) using the

Nairobi Securities Exchange market price at the close ofthe year.

Quoted investments comprise of equity holdings in the following listed cornpanies:

(ii) LJnquoted invcstrncnt represents 80% ofdeposits in City Finance Bank (Jamii Bora Bank)

converled into shares follorving their restructuring in year 2000.

Valuc as at
31.12.2022Markcl llric( 31.12.2023Oonrparrl' No.of Sha res

2,502,5003 85.00 2,502,5006,500Kakuzi t,tcl

210,000 357 ,7 5015,000 Iti.00I'otal Kcnya Ltd
48,82535.85 -5-5,568llamburi Cement l,td 1,550

2,909,0752,828,068

III

))



Kc,t)'u Post OJJit'c Snvings tlutrk
A nuul rcpo uttd Jinoncial stutenrc ls
I"rtt'lhe -1,gn7 uldsd .1 I Deceufier 202.1

,\'olas to llta l:ittutrt.ittl,lt.ll( ttnls

25 Accou nts llccciva bles

I)ostal Corporation of Kenya-Excess Deposits
GOK -KP&]'C (i)
Commission Receivable from GOK for pension
Prepaid GOK Pension - PCK payroll

GoK Pension Cheques Receivable - pCK (ii)
PCK Overdrawn Clairnable
Restitution (PCK)
Directors [,oans
In ua Jarnii Commission Receivablo
Staff Loans

Staff debtors - Personal Development Loan
lnterest Receivable -PDL
Rent Receivables

Staff Imprcst
Accrucd interest on Treasury Bonds
Discount on Treasury Bonds
Fixed deposits in ailing financial institutions
l-rade Debtors 262,665 '125

4,283,464,302 4,245,388,498
l)rovision lor bad and doubtlul debts ( r ,304 ,647 ,80s) (t,2ss ,.548 ,644)

2,978,816,497 __2!e,ri32,8s1

(i) Kshs. 405,231,629 relates to amount owing lrom the defunct KI,&.I.C and has been
outstanding since year 2005. The Governrnent ofKenya has since given assurance of
settlement of the amount, in eflect rhrough pCK.

(ii) Kshs.268,553, 158 relates to amount owed lo poslbank by pcK in respect to pension,s
cheques and warrants handled by pcK on an agency agreernent. This amount has been
outstanding since year 2007 and the two organizations have madc commitments to offset
lhese amounts in the next financial year.

2023
Kshs

780,394,108

405,23 t,629
108,970,126

634,463,7 07

268,s53, t58
44,953,868

73,996,003
3,327.044

4 1,985,7tt6

753,228,708

68,515,277

62,803,54-s

119,5 14,7r0
56,32t

2st,463,965
70,438,093

404,924,920
t90,643,33s

2022
Ksh s

780,:t94,108
405,231,629
67,076,225

634,463,707
268,553, t58
44,9s3,868
64,07 5,238

3,327,044
27,968,818

699,682,242
52,059,658
94,t51,135

1 il,485,448
7 5,7 51

257,801 ,834
66,497,390

404,924,920

:t{i



&' So|ittgs B|ttli
rl .uul fittqndtl lil tan! lr
a d .l I Darcnthrr 2l)2-l

l'ittoncid Sk eruenls

t Rcccivablc

t,t04,647,805 2,416,66'.1 49 ,4 t 6 ,66't ) il 203 207 I,199,61I,26s)

'ePt

te0t

/hc

l)u

0 lo 30 l)a) s 3l to ('0 l)avs 6l t(,90 l)at's-) ls l) :ccnrbcr 202J 't ()'t .\I 9l a ttd or'cr l)avs
PC E (cess I)cposils 780,194,108 0 0 0 780,394, r08

405.231 .629 0 0 0 405.23 t .629KP r ,' lixccss l)cposits
108,970,126 4,0It8,200 4,542,637 10,092,300 70,246.989( iol t, xrsion Chcqucs Reccivablc fronr l'CK

5.849.352 (r,209.84-s,tt( (ioK l'cnsion (Pttyrcll)' I'CK 634.463.7 07 5.358.709 6 r 7,045.80 r

(iol 'Pt ,nsion C'hcqucs Rcccivablc - I)CK 268.553,1 58 0 0 0 268,553,1 58

verdrarvn (-'laimablc 44.953.868 0 0 0 44,953.868P('l o
ltu 71.996.003 0 3,494,440 3.796.903 66,104,660Ilcs ion (l'>CK

ct(l 0 0 0I)irr rs [,oans 3.327 .044 3,327 ,044
i.98 1.439Ja nii Commission lleceivablc 4l,98s,786 4.937,213 9.426.894 t9,640.240

Sral l'1,, 153,228,7 08 12,485,1t4 81,332,189 252,t t 6.312 401 ,295,033
68.515.27 7 337.'t8t 634.684 I ,973.812 65,s69.000lital it) rbtors I'l)1.

'csl r4,339,895 0 48.463.650lnlc Reccivablc l)l)1. 62,803,545

Rcn Ii :ceivablcs 9.5 14.7 1 0 t0,643,t29 t4,523,340 14,1i41.965 79.s06.27 6

Stal l ll rprcst 56,32t 56,321 0 0 0

190,643,33s 70,689,580 3 | ,203,9 t6 85,369,439 3,380.400
-l'rar lcl )cbtors

{02,1It2,0?6t1) lr\ - ttt-( 1,.t\',\ lit.las J,556,637,325 122.915.942 r51.007,452 2,880,31 I,856
l)ro, )n for bad dcbts

r20,5r9,275

.31 ro 60 l)n s

r0 r ,590.785

(rl to r)(l I)a

349, t 78,868

9l anrl ovrr l)a s

r,680,700.592\ t.;

J lsl t)

t,.( t..t\ rBt.[.s

corhcr 2022

2,25 |,989,520

.t()'tAt.

icess l)cposils 780,394,10Ii 0 0 0 71i0.394, r08I'CI Il
0 0 0 405.231 .629KPI r'l'( I Exccss t)eposits 405,231,629

30.092,100Col,( I\ nsion Chcqucs Receivable from PCK 61 ,016,225 4.088.200 4.s42.63'1 2 8.3 5 3.088

l'rcg aid GoK Pension (Payroll) - PCK 634,463,707 5,358,709 5,849,152 6.209.845 6 r 7.045.80 r

I)( nsion Chcques Receivablc - PCK 268.553. r 5ri 0 {) 0 268,553.r58( iol
0 0 0l,ci o /crdrilwn ('lainlablc 44,953,868 44,953.868

I(cs rtrtl ion (l'( K 64,075,238 0 3,494.440 56,783.895

!to 's l-oans 3,32',7 ,044 0 0 0 3,327 ,044I)irL

4.937.213 9.426.894 7.98 | ,439 5.623,272ln ui .latnii Conlnrission Rcccivablc 27.968.8 l8
staf L( rAllS 699.682,242 430.s93.896 8 r.332. r89 t 2.485. 4 I75.27 t,04i
Sraf 'Dr :btors P[)t, 52,059,658 337,78 t 634,684 | ,973,8 r2 49,1r3,381

94, t51,735 r4.339.895 0 0 79,8 I t,84 |Irtcl est Rcccivablc l)l)1,
t0,643. 129 t4.523.340 I4,84 I ,965I{en l{r ccivablcs I I 1,485,448 7 t ,4',77 .013

Slal' 'ln prcst '7 5,151 75,75t 0 0 0

ucl I intercst on'lreasury llonds 257.80t,834 20s.431 205,433 205,433 257. r85.535

66,49'7,390 328,392 328.392 328,392 65,5 t2,214l)is( oIII t on 
-l 

rcasury Bonds

404,924.920 0 0 0Iirxc cd :posits rn ailing linancial institutions 404,924.920
'l'ra( el cbbrs 262,665,725 70,689,580 605.684 85,369,439 106.00 I .021
't (r 'r\ I .l ,2 { 5, J li lt,19ll 51t.597.979 120,943.04s | 63,2t|,1,643 1,4 r 9.562,831. tt t,.( t..I\",\ BLl ls

(2,4t6,66't) (49 ,4 I 6 .661 \ (5.1.203.207)I)ro\ ts t( n lor barl dcbts ( 1,255.548,644) ( r, r 50.s r2, r04)
\ !:'t li E( ].] \'/\ Ilt.t.ts 2.989,lJ39,lt5,l 539,t{t I,312 7l,52(r,378 I I 0.0Ii 1.135 2.269,050,121)

Il et

0

0 lo 30 l)avs

:i,796.903



Ken-y'r I'ost OJlice Suvings llunk
A n ol rqrort und Jintnciul st emants

Fbr the -yeor en e .l l Du'emhcr 202-l

L'otts lo lh( l.intncitl Stttttnrcnls

26 l)repaynrcnls and Other Assels 2022
Ks hs

I ,085.03 1,790

218,67 4,23 t

679,380,864

2,073,983.906 t,983.086,885

(i) Kshs. 1,060,154,1146 under Transitorial accounts relatcs to balanccs hcld in accounts used bythe
[]ank to process internal payments.'l'hcrcfore, the balance is not a realizable asset.

l'ransitorial Accounts - l'ostbank (i)
I)rcnrium on 1'rcasuly Ilonds (Prepaid)
Other Assets and l)repayments

2023
Kshs

1,0(l0, | 54.tt46

215,748.566
798,01i0.494

58
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OJJita Stviniis llun A

nnual rt und Jinrncial sl l?,ficnls
r udel 3l Decentfur 202.1

h

I)

(: rst / Va luat ion l,nnd lluildings 2023 2022
Kshs l(shs Kshs Kshs Kshs

l.r r)g .ternr lcasclro ld 760,000,000 t,090,000,000 0 r,1r50.000,000 r,850,000,000

SI o[[ 45,000,000-tcnn lcaschold r05.000,000 (r,500,000 l5(r.500,000 156,500,000

805,000,000 1.t95.000.000 6,500,000 2,006,500,000 2,006,s00,000

olts I

8R

II)

7

,f

N

R

C

A

C

h

il

I

I

o

3

.l

e

ST

I

d

3

I;inuttt iuI SIuIertu,n ts

anrl t\ ll u ild in

ed in short-term leaschold land and buildings is a property purchascd in Mombasa. It was revalued downwards
7 from Kshs 125 million to Kshs.50 million

lu
0

h

p

of usc Assets

gib le A ssets

an ua ry

lons
Decem ber
ization

anuary

tization for the ycar

Deccmber

ing Amount
December

tangiblc assets arc in rcspcct of Internct and mobile banking softwarc

2023

Kshs

265,178,829

188,376,276)

2022
Kshs

353,505,105
(88,376,276)

anuary

t on initial application of lFRSl6
iation charge lor the year

ook va luc

of usc asscts rclatc to lcascd prcnrisos that are presentcd rvithin I{ight of (Isc Asscts

176,752,553 263,12a,829

2023

Kshs
2022
Kshs

6t6,827,270 6t6,827,270

616,821,210 (t16,827.270

59',7,89t,944

8,392,57 6

58't,240,7'77
10,65 r , 167

606,284,520 59'.7,891,944

10,542,750 r 8,935,32(r

Lrl

9t

Sh orv Sta nrl



Ken.ltx 1t1151 O.//ice Suvitrgs l)unk
Annu(l raporl tnd Jinunciul sloletnents
l'ot lht.l,utr anded .l I l)ece nther 202-l

2023
Kshs

909,08s,3 l7
4,485,998,72s

t0,199,422,725
9,248,190,996

40,606,186

9l 8,023,608
4,716,983,547

10,527,293,980
9,087,61 3,8 l 3

32,484,308

2022
Ksh s30 Custonrcrs' Savings and Deposit Accounts

l{elail customers

1-erm depos its

Savings and Current accounts
Corporate customers:

Others

'l'rade creditors
PCK Service s Rendered - GoK Pension
PCK Encashed Warrants Payablc
PCK- Pension Warrants
GoK Pension Payroll
Accrued Expenses

Other crcd itors

-12 (,()K l'cnsiorr llcserre l.'rrntl

A [nou nt

24,883,903,949 25,282,399,2s't

(i)
( ii)
(iii)
(iv)

2023
Kshs
s0,'12t,669

534,376,ts6
462,050,35 t

t70,953,266
1,015,919,183

449,908,799
468,786,7 s t

2022
Kshs

7 t,082,417
534,37 6,156
462,078,751
170,953,266

1,016,756,250
293,899,780
266,948,824

(i) PCK Services rendered- GOK Pension/others refers to amount payable to postal

Corporation of Kenya for services offered to our pensioners/reg,ular customers for
normal banking services.

(ii) PCK Encashed warrant payablc relers to amount claimable by postal Corporation
o{'Kenya on disbursement of pcnsion to pensioners. The amount of
Kshs.462,078,75 I which been oulstanding since year 2007 will be seuled once the
reconciliations are agreed on.

(iii) l)CK -GoK Warrant is the un-accounted amount to pensioners account hcld by
I')CK. The antount of Kshs .170,953,266 which has been oulstanding since year
2007 will be settled once we agree on reconciliations

(i') fiorc l)ension Payloll is thc Lrn-applied amount to pensioncrs account hclcl by pCK

2023

Kshs

54,47 0,982

7022
Kshs

These arc pension funds frorr the (lovernntent for.distribution

6?

73,41t,134

h'olcs lo tltc I:inottt'iul ,9tutemenls

3l Accounls l)ayables and Accruals

L]:2/]!!l! __?.U!p2uq



Post 0lftce Swings llunk
unl rqxtrt and Jinurtci(l slot"ttt tls
thc yeur enlel j I Decemher 202-1

to th? I"inond(l Sl le,rruts

Leasc l,ia b ilitics

At I ianuary
lnterest cxpense in the Year

l-ease Liability debits (Rent paid) in thc ycar'

Comprised ofi
Current
Non-current
Net book valuc - 3l l)ecember

I)efcrrcd Rcvcn uc

Wcstcrn Union Product

Bidii I'roduct
Visa liMV Project

Smata, Mchama & Agency Expansion I)ro.iccts

c^st r ANI) CASII })QUMl.UN'|'S

Bank and cash balances (note l9 )

Deposits in banks and I"inancial lnstitutions (notc 20)

Treasury Bills and Bonds (note 2l -a)

179,835,254 265,352,453

2023

Kshs

265,352,453
5,3(t9,67 4

(90,886,873 )

1_022

Kshs

357.56lt,786
7,540,290

(99,7s6,623)

88,3',7 6,27 6

9 l,458,978
88,37 6,27 6

176,752,552

t79,835,254 265,128,828

2023
Ks hs

2,013,21t
3,706,728

229,458

2,344,437

2022

Kshs
2,013,2 I l

3,706,728
229,458

6,003,562

8,293,It34

f)uring thc year the Bank spcnt Kshs 3,(159,125 grant on Mchama/smata expansion

2023

Kshs

527,290,619

90,980,520

6,t99,845,764

2022
K shs

444,983,904

7 40,256,552

6,878,3t7,214

6,818.11(r,903 t1,063,557,670

63

tt,952,959



Kctt.ytt l)ost O./ti<'e Suvings llunk
Attnuol rcport unl.finunciol sl lc,.nenl)^

l;or lhe .ye ur endcrl .l I Deccmhcr 202-l
Noles lo lhe l;irtttttt'ittl Sl teL,tt,nts

36 IU,t,l-A't'tit) pAtrl'y 1'ltANSAC.t.t()NS

i) [)irectors Rent uneration
I)irectors I Ionoraria
Directors A llowances

( ii) Kcy ntanagcrnctrt rernuneralion
Salaries and wagcs

( iii) Loans to staff
Welfare loans

Pcrsonal development I-oan

202i
Kshs

929,973
10,015,818

2022
Kshs

t0,945,791 6,540,042

9,350,490 10,441,405

'753,228,708

68,5t5,27't
699,682,242

52,059,65 8
821,743,98s 751,74t,900

Interest income or.r srafl'loans was Kshs 28,758,3g9 (2022-27 ,417,209). fhe el1'cctivc
intercst ratc lor welfare loans is 5% while for. personal dcvelopment loan is l0%. StalT
rnongages and car loans arc secured by charging the related propclty to the Bank.

( iv) Loans to [)ircctors

balance of Kshs 3,327,044 relates to loans advanced to lorrner directors that hJvc fully
been plovided for wlite-off

64

7 59,452
5,780,590



li! )t! t't'\t Onicd Stri,tx! Bt, k

An nl rcNd dnlinonclnl Jhlcn,.n6

,\o.c:t h' th? Fi,n ti l Snknrc 4

J r_cirs l.ss ihnn 5I vcar lcsr thdn l6 monrhs lcss thsnJ monrhs lcss rhrn!lrh'r((l in lcs! I months lcls ihan
Tot:rlsr !e:rr

507.9.r0.81i6J0?.940.E86Bank and Cash Balances
6.r 99.855.76J67S.882.500 5.465.t?1,25420.000.000 35.000.0000 00Invcshrcnt rn T Bonds

9t Jl9.{2d9t.339,424Frnds on call and shon notrcc

l!rvcslnrent Propanl
.1.I lit.06:4, tE2.067Orhcr [nvestm.rl

164,915 ,569 s.110.159,{9J645.049,609 850,659.1?J805,772. B0 445.319.078632,355, r6l458.699.418 707.528,153Orhcr Asscts
1.061.169,9.r4 2,005,506.!J2580.564.985 32r,862.4450 29.502.3 r5I1.406,5420 0Propcn-v and Equipmc l

t9.9Jt.l0.t19.93 r.304hraogible Asscis
7,325.509.002 r.t,t 71.505,J95t,260,61.r,s94 I,871Jrs,623.r9r,821,39{641,941,172 805.772.r 30198,867,517966.610.304

.1.374.5J9,(r7l242.08r.829 98 878.089462,103,51_'\ 5l E,984,153524,21I.94I 503,4E7,465588.776.402435.354.219Orhcr Labi,itrcs

21.331.981.7493.331.t I1.333 7 568 538.4952.829,198.228 2,44 I ,590 .1 432,62 _1 .156 .t20 2.4t3.1t1,13682t.401,i42 2.85i ,669 ,952
Cllsromers' S!vinBs and Dcposit

s1.t70.q8251..1?0,982COK Pcnsio Rcscn'. Fund Accounl
8.293,8312_1E6.564 2.129.1023,178,t68Dcfcrrcd Rcvcnoc

3.165,760,2 t0'111 ,509 ,4 t 4 2.388,2J0.796Rcvaluation Resenes

(5E0.211.916)(5t0.2u,936)
Changes in fair value of 6nancial

Instrunlcnts at F\'OCI
( t 6.051.62 r.824) (t6.7ll,l3l.r lJ)(68 r.70r.290)

(5,995,954.4,1{) l.t.l ?1.50s.396rJs2.83t,67E3 ,295.179,969 2,963,36r,160I,835,S06.334 2.916,604,6013,4{2,148J55t.3l r.226.943Tolnl Li&bililics rnd Iicscrvcs
t 3J2l,163,445lt .102,1 46,866) (2,481,496.055)(2.r 10.832,171) (2.800.658,576)(l,23?,s62,062)(144,S86.619) (2,643,5E0.778),t- B LiqnidiN GAP
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l(enyu l'ott O././i<.c Savini.;s llonk
/rtttuul report o nd .fi,to ttt:iul stoteme nls
l"or thc.yeor en cd -Jl Decenhcr 202-l
Noles to tha I;'iuancid Strlemenls

38 CONSOt,tDAl'tON

(lonsolidated Accounts are not prepal'ed as the Bank's wholly owned subsidiary, I)ostbank
Crcdit Limited, is under liquidation

39 COMPARA'I'M|S
whe.e neccssary, cornparative figures have been adjusted to conform to rcporling under
IFRS

40 EMPLOYE,E,S
'l'hc averagc nunrber ofernployees during the year was 526 (2022_5j2).

4l surlsEQrJENT EVEN.T.S
'l here havc been no events subsequent to thc financial year end with significant intpact op
the financial statements for the year endcd Decemb er 3l ,2023

42 NIITWORK OF POSTI}ANK I}RANCIIES
'l'hc total nuntber ol'branches during thc ycar was 97
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PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

The following is a summary of issues raised by the external auditor and management comments that were provided to

frame within which we expect the issues to be resolved.

67
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the arrdi have nominated focal persons to resolve the varior''s issues as shourn below with the assgeiated time
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1.1 Lack of
Title
Deed and
Encroach
ment of
Land

The statement of financial position reflects a
balance ofKshs.2,132,157,196 in respect to
property, plant and equipment. However, the
following unsatisfactory issues were noted:

As disclosed in Note 28 to the financial statemenrs,
the property and equipment balance of
Kshs.2,132,157,196 includes an amount of
Kshs.805,000,000 for Iand out of which
Kshs.5,000,000 related ro a parcel of land located
within Nairobi. However, the land had remained
unfenced and had since been encroached by
informal settlers. Although Management explained
the measures, they had put in place to secure the
land and obtain a title deed, as at the time of audit,
full and actual possession of the land had not been
obtained.

Referen
ce No.
on t):e
external
audit
Report

Issue Observations from Auditor Management comments Focal
Point
person to
resolve
the issue

Status

1 Pro and E I ment
a) The bank holds an allotment

letter and receipts relating
to all payments made in
relation to the property.

b) Generation of Title over the
properly is at an advanced
stage. Currently we await
approval of the Register
Index Map (RIM) by the
Director of Surveys.
Thereafter, the bank wili
proceed to lodge the Lease
for registration at the
Registrar of Lands in
Nairobi.

c) The bank is yet to obtain
budget approval to enable it
to put up a perimeter wall
around the property.

Company
Secretary

On-
going

Currently the Bank has leased
it out to Safaricom who have
mounted their commination
mast. (The Bank earns Kshs
450,000 per year as rental
lncome On site there is a

Timeframe

NA
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temporary structure of which
Ihe uan.K ls aware oI tnls
minimizes the risk of
encroachment

On-
golng

Ag.
Company
Secretary

The land in dispute involves
Postbank and Simiyrr Wasike. It is
in Upper Hill, as per revaluation
done in December 2017 it was
valued at Kshs 550 million but
carried at book value of Kshs
27,390,225. The Bank lost the
matter at the High Court and filed
an Appeal of the unfavorable High
Court decision on the ownership of
the property at the Court of
Appeal. The appeal was slated and
heard on 25th June,2O24, where
the bank highlighted its
submissions. The court will deliver
its judgement on 6th December
2024

).2 Over the years, the Bank has been embroiled in a
dispute for a parcel of land in Nairobi, Milimani
Area. The land was registered in the name of the
Bank and valued at Kshs.550,000,000 but had its
title deed encumbered. Review of information
provided, indicated that the matter between the
Bank and a claimant has been in Court since 1995
The outcome of the case had not been determined
at the time of the audit.

Unknown
Ownershi
p Status
of Land
in
Dispute

Resoh,edAg.
Manager
Procureme
nt

we wrote to PPRA for guidance on
how to dispose the vehicle without
the logbook and we suggested to
them that we were intending to
transfer it to NYS as scrap to be
used for training and they guided
that it was in order. We are in the
process of constituting a disposal
committee to carrv out the

1.3 Motor
Vehicle
Without
a
Logbook

Included in the reported property and equipment
balance of Kshs.2,132,157,196 is Kshs.8,778,669
relating to motor vehicles. However, and as
reported in the previous year, the logbook for one
motor vehicle valued at Kshs.400,000 had not been
issued to the Bank by the National Transport and
Safety Authority (NTSA) since November 1997. This
was despite the Bank having paid the requisite
duty to register the vehicle in its own name.

In the circumstances, the ownership of the two
parcels of land and the motor vehicle could not be
confirmed.

NA
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The Board guided management to
dispose the vehicle as scrap to the
National Youth Service in line with
The Public Procurement and Asset
Disposal Act (transfer to another
public entity).
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disposal process for this vehicle.
The disposal process was
completed, and the motor vehicle
was disposed to NYS to be used for
training onl

t.4 Incomple
te Asset
Register

The fixed asset register maintained by the Bank
and provided for audit review lacked the minimum
general and accounting information required by
The National Treasury Guidelines on Asset and
Liability Managemenr in the public sector,202O.
The asset description, serial number, tag number,
model, location, acquisition cost, depreciation rate,
net book value, asset condition among other details
were not indicated in the asset register.

In the circumstances, the ownership of the two
parcels of Iand and the motor vehicle could not be
confirmed.

Currently we are using Microsoft
Dynamic GP as our accounting
software. We conducted Microsoft
for assistance and Microsoft
indicated that most of their
partners do not have skills and
expertise for Microsoft Dynamic GP
because they no Ionger support
nor produce any patches for this
version and recommended an
upgrade for a newer version, the
cost of the proposed upgrade of MS
GP is way beyond the available
budget now.

We are currently procuring support
services for Microsoft Dynamics
Great Plains our accounting
software. When they come in one of
their key deliverables will be
u datin the fixed assets re ster

Ag llead of
Finance

Ongoing 2024

2 Custome
r's
Savings
and
Deposit
Accounts

The statement of financial position reflects
customers' savings and deposit accounts totaling
Kshs.24,1 52,7 56,542. However, the componenr
amounts disclosed in Note 31 ro the financial
statenlents are at variance with the customer
listing schedule provided as detailed below.

The GL figure and Core banking
system tie as ar close of FY 2022

Account type/classification keeps
on changing from time to time e.g.
We have a category of accounts
that were opened for minors, for
example the Junior accounts. Once
they attain eighteen years, they
automarically graduate to step
accounls or an other account of

Ag Head of
Finance

Resolved

1A
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their preference. In other occasions

r :l '. t.l U EN mrrlrinlp a^^^rrhf. far incta-^- -nmfl!t
$bEmeds

l{rlrs,

SCtOtF

Krlr$. Ksbs,

,i.i50 5,!$,l,l: dsz316'/5
. . : :,-

-l i i r:

38,01{,8fl

Tshl 21,152,i56,5,1i I

client can have a SAYE and Waridi
Account.

Independent agent and agent
control accounts are float funds for
our agents. The funds take care of
daily transactions at the agency
level. All transactions at the agents
pass through the control account.
ATM Retracted cash account is the
account used to have a complete
double entry for funds that was not
dispensed. The branch investigates
that the money was not dispensed
they later Debit: Retracted cash
Acc and Credit: customerc
account. The retracted account is a
control account and for our own
record keeping that shows
customers account was credited.
The schedules are available in the
svstem.

We have and agreement with the
Government to pay pensioners
payroll in advance before receipt of
funds from GOK /Treasury hence
debiting the GOK control account.

These are not customers account
being allowed to overdraw.

Although management explained that the difference
arose from accounts for minors which change to
step accounts or any other accounts of their
preference when they attain maturity age while
some clients opted to open multiple accounts, no
harmonization has been made between the core
banking system and the financial management
system.
Further, included under others amount of
Kshs.38,014,850 are independent agent accounts
of Kshs.200,919, agent control of Kshs.21,769,581
and ATM retracted cash of Kshs. 15,645,476 whose
supporting schedules were not provided for audit
revie. In addition, no explanation was provided on
why the retracted cash was not immediately rolled
back to the respective customer accounts.
It was also noted that there were overdrawn
customer accounts to the tune of Kshs.32,035,507
which is against the customer savings rules.
Further, approvals from the respective customers
were not provided for audit review.
In the circumstances, the accuracy and
com leteness of customers' savin sandd oslt

71
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Resolved

2424

accounts ba.lance of Kshs.24, 152,756,542 could
not be confirmed.

The statement of financial position reflects a cash
and cash equivalents balance of Kshs.352,1 18,680
which as disclosed in Note 20 to the financial
statements, includes amounts of Kshs.299,087,064
and Kshs.53,031,615 in respect ofcash in hand
and cash at bank, respectively. However, lhe
reported cash in hand balance of Kshs.299,087,064
differed with the balance of Kshs.300,622,237
reflected in the Board of survey report with a
variance ofKshs. 1,535,173 which was not
reconciled. F\rther, included in the cash at bank
balances of Kshs.53,031,615 were twenry-five (25)
overdrawn accounts (cash book overdrafts) totaling
to Kshs. 143,502,392 which were offset againsr
other bank balance contrary to International
Accounting Standards Paragraph I .32 which
requires that assets and liabilities, and income and
expenses, may not be offset unless required or
permitted by International Financial Reporting
Standards

ln the circumstances, the accuracy and
completeness of the cash and cash equivalents
balance of Kshs.352,1 18,680 could not be
confirmed.

Cash and
Cash
Equivale
nts

The difference of Kshs. 1,535,173
between the balance in FS and the
balance shown in the reconciliation
statement is due to ATM timing
difference where lhe cut off time is
4.00p.m. for banking and ATM
closes at midnight.

The balances in the closed
branches have been transferred to
the appropriate accounts in FY
2023

The overdrawn cashbooks have
been reinstated as unpaid cheques
which has not been presented to
the bank and has already become
stale (expired).

These issues arise due to
unpresented cheques.

OngoingAg Head of
Finance

4 bles and AccrualsAccount

The statement of financial position reflects a
balance of Kshs.3,041,7O7 ,106 in respect to
accounts payables and accruals which, as disclosed
in Note 32 to the financial statements, includes
Kshs. 1 14,769,656, Kshs.1,018,632,353 and

GoKKshs.407,050 681 relatin to trade creditors

Table 1 below summarizes
Accounts Payables and Accruais
aging analysis.

Ag Head of
Finance

72
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[eerrsion eay.oll and other creditors, respectively Other creditors were adjusteii
However, revre\.\,' ol tne oalances and oalances lnrougn eno or auorr aqJusrmen[s
reported rn tne Ilnanclal statements revealeo
variances as detailed below.

varlanceAmount per
FS

Amount per
schedule

kshs kshs
item

kshs

I t4,679,65
6

-88,02 rTrade
creditor
S

114,681,635

1,018,632,3
53

r,375,533GoK
Pension
payroll

276,3t0,42407,050,.68
1

Other
creditor
S

683,36 1 , 107

as per tne JL numoers snown ln
Table 2 below.

I

Further, an ageing analysis of payables was not
provided to support the balances.
In the circumstances the accuracy of the account
payables and accruals balance of
Kshs.3,041,707,106 as at 3l December,2O2 could
not be confirmed.

Subject to
availability of
PCK team and
Funds
availability at

i) Amount owing from Postal
Corporation of Kenya (PCK) -

Kshs.268,553,I56 -

Discussions and Reconciliations
towards settlement have been
ongoing between Postbank and
PCK. The technical teams of the

Ag Head of
Finance

On-
going

Long
Outstand
ing
Receivabl
CS

As reported in the previous report, the statement of
financial position reflects net account receivables
balance of Kshs.2,589, Ol2,l2l which, as disclosed
in N-ote 26 to the Iinancial statements includes
gross account receivables of Kshs.3,392,635,846.

J
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The National
TreasuryThe balance includes Kshs.405,23 I ,629 and

Kshs.268,553,158 relating to GoK-Kenya post and
Telecommunication Corporation and GoK pension
cheques Receivables- Postal Corporation of Kenya,
respectively which had been outstanding for more
than fourteen (14) years. Although managemenr
cited commitment from the concerned parties
including The National Treasury to settle the debts,
as at the time of audit, the accounts were still
outstanding.

In addition although a provision of
Kshs.803,623,725 had been made against bad and
doubtful debts, the adequacy of the provision could
not be confirmed.
In ttre circumstances, the full recoverability of the
net accounts receivables.

two organizations reached an
agreement and a second sign-off
was done on Sth August 202 I.
Reconciliations are ongoing to
clear up the ourstanding issues.

ii) Amount owing from KP&TC -
Kshs. 405,231,629 - A Cabinet
decision on Strategr to reform
KPOSB (Ref 22.27 /71/Ol-Dated
2nd November 201 1 was
approved and among the issues
approved decision was rhar the
Government settles rhe debt
owned by the defunct KP& TC
(Kshs 405.2 million) to KPOSB.
The Bank has been following up
with The National Treasurv to
facilitate recovery.

bud et constralnt

6 lntangibl
e ASSetS

The statement of financial position reflects a
balance of Kshs.29,586,493 in respect to intangible
assets as at 3 1 December,2o2 1 which includes
additional assets acquired during the year
amounting ro Kshs13,270,096. Audit review of the
software register revealed the following:

i) The date of acquisition of rhe software
amounting to Kshs.3,gg1,552 was 2g
January 2O2O and hence may not

The additional software amounting
to Kshs.3,881,552 was bought in
FY 2O2O and commissioned in
2021 due ro the long
implementation period expected of
this software.

Currently we are using Microsoft
Dynamic GP as our accounting
software. We conducted Microsoft
for assistance and Microsoft

ResolvedAg Head of
Finance

iii) Going forward the Bank will
implement IFRS 9 in calculating
provisions for accounts
receivables. (This has not been
implemented due to CAPEX
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qualify as additions during the financial indicated that most of their
partners do not have skllls ano

because they no longer support nor
produce any patches for this
version and recommended an
upgrade for a newer version, the
cost of the proposed upgrade of MS
GP is way beyond the available
budget now.
We are currently procuring support
services for Microsoft Dynamics
Great Plains our accounting
software. When they come in one of
their key deliverables will be
updating the frxed assets register

All payment vouchers are available
and have been provided to the
auditors during the 2022 audit
exercise and signed for by the
Auditors in the delivery notebook.

The Capex budget for the Bank
has not been approved for the
last three years, posing a
challenge in updating the
software

e or ICrOSOexpe lc
indicated to ascertain the correctness of
the amortization charge and netbook
value.
The payment vouchers for the two
acquisitions of software worth
Kshs. 13,270,105 were not provided
Review of the records indicates that
most of the software is fully amortized
and may be past the useful life, or could
be obsolete and not take into
consideration the current circumstances
e.g. safeguards against fraud.

In the circumstances, the accuracy of the intangible
assets balance of Kshhs29,586,493 as at 31
December 2021 could not confirmed.

ll

iii)

iu)

ecem er
e use e assets was nortu ot e

evear en

Ag Head of
Finance

ResolvedKey prior year adjustments relate
to

The major contribution of the
adjustment was pension
commission Kshs.40,296,9 lnua00

The statement of changes in equity reflects the
prior- year adjustments balance of
Kshs.88,031,919 relating to correction of errors
affecting various prior year balances.

7 Unsuppo
rted Prior
Year
Adju stme
nts

75
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8

In the circumstances, the accuracy and validity of
the prior year adjustment could not be confirmed.

Jamii commission
Kshs.28, 194,807, premier credit
appraisal fee and disbursemenr fee
Kshs. 10,989,912 omitred
previously.

All Prior year adjustmenr schedule
was provided to the audit team for
sample selection of Journal for
verification.

As per International Accounting
Standard 8-Accounting Policies,
Changes in Accounting Estimates
and Errors-

Limitatio ns o n retro sp ectiu e
restatement parogroph 44, uthich
srales

When it is impracticable to
determine the peiod-specif.c effects
of an error on omporatiue
information for one or more pior
peiod.s presented, the entitg shall
restate the opening balances of
assets, liablllties, and equitA for the
earliest period for uhich
retr o sp ecti u e re s Late me nt is
practicable ftihich may be tte
current peiod). Reason for posting
these prior year adjustments in the
current ear

Em hasis of Matter

Material
Uncertai

rted
020

a loss of
89s

rs e uo S r ed th bep n2l rk ev po op
I( S Sh 3 2 4 8 34 2 2 20 0 K hS S 0 rntention of bein in business in

CEO Ongoing Continuous

Further, the statement of cashflows reflects a prior
year adjusrment balance of Kshs.g t ,834,3g9 while
the property and equipment schedule reflects a
prior year adjustment balance of Kshs.3,g02,470.
However, the prior year adjustments were not
restated retrospectively in the comparative year
contrary to the requirements of paragraph 42(al of
the International Accounting Standard No. g -
Accounting Policies, Changes in Accounting
Estimates and Errors, which states that, an entity
shall correct material prior period errors
retrospectively in the firsr set of financial
statements authorized for issue after their
discovery, by restating the comparative amounts for
the prior period(s) presented in which the error
occurred. Further, the journal vouchers supporting
the prior year adjustments were not provided for -
audit.

1

The Bank operates with the
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the next 12 months and in thenty ln increasing the accumulated loss from

activities by ensuring that assets
are realized, and liabilities honored
in the normal course of business.

However, the Bank's future
performance is dependent on
restructuring and government
support in defraying the incurred
losses from the year 2Ol2 to 2O2l
amounting to
(Kshs. 1 5,365,358,373) in
accordance with KPOSB Act cap
493E} section 13 (l ).

In addition to above

Several turn- around strategies
aimed at returning the bank to
profitability are in the various
stages of implementation.

KPMG Business review is done and
report with recommendations
Iinalized and submitted to The
National Treasury for approval
/adoption for turnaround of
Postbank. The review will address
the following.

optimization of the ICT
infrastructure

human ca ital

Further, the bank's current liabilitres balance of
Kshs.27,619,772,408 exceeded the current assets
balance of Kshs. 12,967,431,149 resulting to a
negative working capital of Kshs. 14,652,341 ,259
(2020: Kshs. 14,1 18,525,552). The Bank was,
therefore, unable to meet its financial obligations
when due. As disclosed at Note 2(e)(i) to the
financial statements, the Bank was technically
insolvent and its continued operations as a going
concern will depend on the continued support from
the government and creditors.

My Opinion is not modified in respect of this
matter.

Concern

11

I
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current product offerings with a
view of recommending a
sustainable business model.

2. Human Resources instruments
have been done and submitted to
The National Treasury for approval
/adoption to ensure the Bank is
strategically structured.

3. Several turns around strategies
aimed at returning the bank to
profitability are in the various
stages of implementation, key
among them,

a) Reduction of inrerest rates paid
to Customer Savings and Deposits
this led to a drop in Interest
expense by l9o/o.

b) Tariff review on fees and
commissions charges by the bank
in FY 2019 which led to 20%
increase in fees and commission
from Kshs 361 million in FY 2018
to Kshs 435 million in FY 2019.

c) Various cost cutting measures
are being implemented

d) Branch rationalization and
merger of loss-making branches

e) Migration of branches into
nearby Postal Corporation of Kenya

remises whose rental cost are
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cheaper (this will cut down on
rental costs)

0 Product rationalization and
greater focus on clients and
products as well as streamlining
existing products to meet
customers' requirements /demand

g) Enhanced Partnership with
Government institutions to offer
I'inancial services

h) Working on staff rationalization
which will lead to reduction of staff
cost

i) Enhance alternate banking
channels to target more customers
in rural Kenya

As per Kenya Post Office Savings
Bank Act Cap 4938, Section 13(A)
Surplus and deficits- Without
prejudice to paragraph (f) of
section 4, if in any year the
revenue of the Bank is insufficient
to defray the interest due to
depositors and all expenses under
this Act, such deficiency shall be
charged upon and paid out of the
Consolidated Fund.

The bank has made several

Government su ort nnI ed

t
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a

The Bank missed it income targets
for the year because of

The year 2021 was characterized
by low interest rates due to
Government interventions to boost
the economy during the COVID - 19
pandemic. This ied to yields on
Treasury Bonds dropping, leading
to purchase of investments with
low yields in the Primary Auction
Markets. This negatively impacred
on the Bank's target investment
return of 13%. (Average yield for
the year was 10.52olo)

Rental income for the period was
Kshs 66 million, 24o/o lower than

the incurred losses from the year
2Ol2 to 2018.

Defrayment of losses to close t.he
gaping hole in the balance sheet is
one of the sure ways of returning
the Bank to profitability.

Over the years banks performance
has been improving

Restructuring process are bearing
fruit, the loss for the Bank has
declined from Kshs 1 .589 billion in
FY 2018 to Kshs 676 million in FY
)oc')

Other Matters

I Budgetar
y Control
and
Performa
nce

The statement of comparison of budget and actual
amounts rcflects final receipts budget and actual
receipts on a comparable basis of
Kshs. 1,675,421,263 and Kshs. 1,720,615,859
respectively, resulting to an under-funding of
Kshs4s,194,596 or 3o/o of the budget.

Similarly, the Bank expended Kshs.2,004,180,234
against an approved budget of Kshs.2,30O,592,593
resulting to an under-expenditure of
Kshs.296,412,359 or 13% ofthe budget.

The under-funding and under- performance affected
the planned activities and may have impacted
negatively on servlce delivery to the public

Ag Head of
Finance

Ongoing

the of Kshs 90 million due to
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low occupancy level. The decline is
attributed to covlD-19 pandemic
which has resulted in reduced
demand for office spaces as
businesses restructure their
operations leading to the scaling
down by some firms while others
adopt working from home
strategies.

On Expenses

The Bank implemented cost-
cutting measures that contributed
to savings in expenses recorded in
F\ 2021.

It through these cost cutting
measures that helped the bank
improve its performance from a
loss of Kshs 1. 1 billion in FY 2020
to a loss of Kshs.31 1 million in FY
202t.
The Bank does not get funding
from the Government. Hence
the need to save costs without
negatively impacting the
operations of the Bank.

,'

t
D
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10 Loss of
cash

The statement of financial position reflects
prepayments and other assets balance of
Kshs.2,479,01 1,596 which, as disclosed under Note
27 to rhe financial statements, includes an amount
of Kshs.841,995,534 in respect of other assets and
prepayments. The supporting schedule provided

for audit reflected receivables totaling to
Kshs.94,862,173 (2020: Kshs.76,378,627) being
money lost through fraud. As previously
reported, evidence of the effort by Management ro
recover the money was not provided for audit.

Further, cash shortages from working cashiers
totaling Kshs.40,723,667 had not been recovered
by the end of the year. This is despite the
provisions of the Bank's Human Resource Policy
that such cash shortages be made good within
forty-eight (48) hours by the concerned staff. In the
circumstances, the recoverability of the amounts
could not be confirmed.

Table 1: Summary of Accounts Payables and Accruals aging analysis.

Accounts Pa bles and Accruals

PCK- Pension Warrants

-a

a

The Bank is following up reported
fraud cases with insurance and
other relevant organizations for
recovery as per attached sample
communication between the bank
and various insurance companies

Some cases are still in Court, we
are waiting for the ruling (see
attached sample of ongoing court
cases)

Staff who have been involved in
fraud are dismissed and the
recovery process of stolen funds
commences immediately. (See
attached sample of dismissAl from
service letters attached)

Currently all shortages are being
recovered promptly as per policy

OngoingAg Head of
Finance

202L O to 30 Days 31 to 60 Days 61 to 90 Days 91 and over
Days

Kshs Kshs Kshs Kshs

Trade creditors 1 14,7 69 ,656 64,625,560.37 s,088,021.03 4,451,200.58 40,604,47 4
PCK Service s Rendered - GoK
Pension 534,376, r56 534,376,156

PCK Encashed Warrants Payable 462,O78,75r 462,O7A,751

t7 0,953,266 t70 ,953,266

GoK Pension Pavroll 1,018,632,353 1,018,632,353
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a I

Kshs



Appendix l:
I'RO GRESS ON FO LLOW UP OF AUDITOR RECOMMENDATIONS

I 'a'
.a

30,609,65r.00 296,846,2422,511,893.00333,846,242 3,878,456Accrued Expenses

32t .298.5t2407,050,681 a5,752,169other creditors
2,844,790,15435,060,8527,599,9143,041,707,I06 154,256,186

Table 2: Other Payables audit adjustments

ACCOUNTS PAYABLE Amount JE No

Rent in Advance 3,696,000 JE- 1 130

lnterest Payable 45,694,2L3 JE- 1 104

Atm Settlement (27,973,67lL JE-1132

Atm Settlement F7 ,88r,797\ JE-1131

Atm Settlement 15, JE- 1 131

PAYE (35,372,91 1)

EMV (74, 108 190 JE-502

EMV (65,399,290) JE-503

EMV (s8,862,330) JE-503

EMV (16,069,0201 JE-503

EMV (14,00QI JE-503

interest 19,4re ,962) JE- 105

tax (t6,963,297]t TF 1].)O

65

JE- 1 150
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