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Important Notice 

                 

This document is important and requires your attention. 
When considering what action you should take in relation to the Rights Issue and the information contained in this document, it is 
advisable that you immediately consult your stockbroker, investment advisor, banker or other financial consultant. 

If you have sold or transferred all your Ordinary Shares in Standard Chartered Bank Kenya Limited (“Standard Chartered” or the 
“Bank”), please forward this Information Memorandum and the Provisional Allotment Letter (“PAL”) to the purchaser or transferee, or to 
the stockbroker or agent through whom the sale or transfer was effected, for delivery to the purchaser or transferee. 

The Information Memorandum contains information that is provided in compliance with the requirements of the Companies Act (Chapter 
486 of the Laws of Kenya) (“the Companies Act”) and the Capital Markets Act (Chapter 485A of the Laws of Kenya) (“The Capital 
Markets Act’) as well as the rules and regulations thereunder. The Directors of Standard Chartered being the persons listed below and 
named in Section 13 of this Information Memorandum have taken all reasonable care to ensure that the facts stated and the opinions 
expressed herein are true and accurate in all material respects, and there are no other material facts the omission of which would make 
any statement herein, whether of fact or opinion, misleading. All the Directors of Standard Chartered accept responsibility accordingly. 
The Directors of Standard Chartered are as follows: 

Director Position Nationality Business Address 

Wilfred Kiboro Independent Chairman Kenyan P.O. Box 30003 – 00100, Nairobi 

Richard M. Etemesi  Chief Executive Officer Kenyan P.O. Box 30003 – 00100, Nairobi 

Michael C. Hart  Non-Executive Director British P.O. Box 30003 – 00100, Nairobi 

Kariuki Ngari  Executive Director Kenyan P.O. Box 30003 – 00100, Nairobi 

Chemutai Murgor  Executive Director Kenyan P.O. Box 30003 – 00100, Nairobi 

Kaushik Shah Independent Non-Executive Director British P.O. Box 30003 – 00100, Nairobi 

Patrick Obath Independent Non-Executive Director Kenyan P.O. Box 30003 – 00100, Nairobi 

Les Baillie Independent Non-Executive Director British P.O. Box 30003 – 00100, Nairobi 

Robin Bairstow  Executive Director South African  P.O. Box 30003 – 00100, Nairobi 

Anne Mutahi Independent Non-Executive Director Kenyan P.O. Box 30003 – 00100, Nairobi 

A copy of this Information Memorandum and of the PAL together with the documents required by Section 43 of the Companies Act to 
be attached thereto, have been delivered to the Registrar of Companies at the Attorney General’s Chambers in Nairobi for registration. 

By virtue of the provisions of Section 40(6)(a) of the Companies Act (Cap 486), this Information Memorandum is not required to and 
may not contain all of the information prescribed by Section 40(1) of the said Act. 

Section 15 and 16 of this Information Memorandum contains the Reporting Accountant’s Report and Legal Opinion respectively, which 
constitutes statements purporting to be made by experts in terms of Section 42(1) of the Companies Act. The experts making the 
statements have not withdrawn their consent to the issue of the said Report and Opinion (as relevant) in the form and context in which 
they are included in the Information Memorandum. 

The Capital Markets Authority (“CMA”) has granted permission for the Rights Issue. As a matter of policy, the CMA does not assume 
responsibility for the correctness of any statements or opinions made or reports contained in this Information Memorandum. Approval of 
the Rights Issue and/or listing is not to be taken as an indication of the merits of the Issuer or the securities. 

The Nairobi Securities Exchange (“NSE”) has granted permission for the listing of the New Shares (hereinafter defined) on the Main 
Investment Market Segment of the Official List of the NSE. It is expected that admission of the New Shares will commence at 9.00 a.m. 
on 27 November 2012. The NSE assumes no responsibility for the correctness of any of the statements made or opinions or reports 
expressed in this Information Memorandum. Admission to the Official List is not to be taken as an indication of the merits of Standard 
Chartered or of the New Shares. 

This Information Memorandum and the accompanying PAL are presented to you to enable you make an informed decision on the Offer. 
The procedure for acceptance and payment is set out in this Information Memorandum and the PAL. 

The latest time and date for the acceptance and payment in full for the Rights provisionally allotted to you is 3.00 p.m. on  
26 October 2012. After this time and date, any untaken Rights will lapse and will revert to the Board of Directors of Standard Chartered 
to allot in line with the allotment procedure set out in this Information Memorandum. The allotment procedure is fully subject to the 
existing regulatory requirements as set out by the Capital Markets Act and the Banking Act (Chapter 488 of the Laws of Kenya) (“the 
Banking Act”). 

Enquiries concerning this Information Memorandum or the PAL may be made to the Company Secretary of Standard Chartered or the 
Transaction Advisor whose contact details are set out in Sections 5 and 6 hereof.  

Date: 28 September 2012 
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Section 2: 2011 Business and Operational 
Highlights as at 31 December 

                 

Standard Chartered Bank Kenya Limited has consistently 
delivered record results through a difficult period for the 
global economy and banking industry 
 
 

Financial Highlights  Operational Highlights
Operating income up 14% to 

KShs 15,914m 
2010: KShs13,903m 

 Profit before taxation up 7% to 

KShs 8,255m 
2010: KShs 7,682m 

Excellent financial performance in 2011 
despite challenging external 
environment 

 

Profitability driven by a focused 
strategy involving liquidity and capital 
management, credit risk management, 
cost control, efficiency and customer 
service 

 

Business growth leveraged on our 
strong capital and liquidity position, 
with Core Tier 1 ratio of 12 percent 

 

Reduction in non-performing loans as 
proportion of total loans from 2.0 
percent in 2010 to 1.1 percent in 2011, 
one of the lowest in the Kenyan 
banking sector 

 

Tight control of the cost base and 
disciplined investment in both 
Consumer Banking and Wholesale 
Banking businesses leading to a cost 
to income ratio of 46% in 2011 

 

Continued community partnership and 
deepening of relationships with various 
stakeholders with KShs 88 million 
spent on corporate social responsibility 
activities in 2011 

Loans and advances to 
customers up 59% to 

KShs 96,098m 
2010: KShs 60,337m 

 Deposits from customers up 22% to 

KShs 122,323m 
2010: KShs 100,504m 

Shareholders’ equity up 2% to 

KShs 20,694m 
2010: KShs 20,331m 

 Earnings per share up 6% to 

KShs 19.75 
2010: KShs 18.58 

Non-financial Highlights  

Employees 

1,743 
2010: 1,554 

 Branches 

32 
2010: 31 

ATMs 

90 
2010: 85 
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Section 3: Chairman’s Statement 

                 

Dear Shareholder, 
 
It is with pleasure that I present to you this Information Memorandum and the accompanying Provisional Allotment Letter (“PAL”) on 
behalf of the Board of Directors of Standard Chartered Bank Kenya Limited in respect of the Bank’s Rights Issue. 
 
The Purpose of the Rights Issue 

In June 2011, the Board of Directors approved the Bank’s 2012 to 2015 strategy. The focus of this strategy is for the Bank to be a 
dominant player in its chosen market segments in Kenya. 
 
Secondly, following the global financial crisis banks are witnessing significant changes to the international banking system and an 
increasingly stringent regulatory environment that will continue to constrain banks’ ability to leverage their balance sheets. For instance, 
though not yet implemented in Kenya, Basel II and III will almost certainly see capital requirements for banks raised significantly. 
 
The Rights Issue is therefore intended to raise additional capital to enable us support our strategy as well as ensure that the Bank is in 
a sound position to meet any impending regulatory changes that may include increases in banks statutory capital requirements. In this 
regard, the Board believes the Rights Issue safeguards the Bank’s ability to pursue the attractive opportunities we see for growth such 
as the increasing demand for loans and advances while also strengthening our capital ratios. 
 
Future 

Over the last five years, the Bank has demonstrated an impressive trend in growth and profitability. Profitability has risen year on year 
and in 2011 we announced a pre-tax profit of KShs 8.3 billion up by 7 percent from the previous year. The Bank’s balance sheet has 
also grown from KShs 91.1 billion in 2007 to KShs 164.0 billion in 2011 reflecting increased business momentum and competitiveness. 
With additional capital, the Board is confident that the Bank will be in a position to deliver better performance in the coming years. 
 
Rights Offer 

The Bank now offers, by way of rights 22,082,856 new shares at KShs 145 each payable in full upon acceptance not later than  
3:00 p.m. on 26 October 2012. The procedures for acceptance, payment, or renunciation of the Rights are contained in paragraphs 1.6, 
1.9 and 1.8 of Section 9, Details of the Rights Issue of this Information Memorandum. 
 
The Rights Issue will be on the basis of One (1) New Share for every Thirteen (13) Existing Shares held by each shareholder on the 
Register at 3:00 p.m. on 19 September 2012. The Offer is subject to, and in accordance with, the terms and conditions contained in this 
Information Memorandum, the PAL and the Bank’s Memorandum and Articles of Association. 
 
The New Shares will, when fully paid, rank pari passu in all respects with the Existing Shares. All rights attached to the Existing Shares 
with regard to voting, dividends, liquidation proceeds and pre-emption in future capital increases are set out in the Bank’s Articles of 
Association and otherwise in accordance with provisions of the Companies Act. 
 
Recommendation 

Your Directors consider the Rights Issue to be in the best interest of Standard Chartered Bank Kenya Limited and its shareholders. The 
Board recommends that every shareholder exercises their Rights so as to increase their investment in the Bank. 
 
Please read in full the Information Memorandum and PAL and take action within the timetable as detailed therein. 
 
 
Yours sincerely, 
 
 
 
 
 
Wilfred Kiboro  
Chairman 
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Section 4: Directors Statement 

                 

We hereby declare that all information stated in the application for approval of the Rights Issue and the statements contained in this 
Information Memorandum are correct, and neither the Board of Directors’ minutes, audit report or any other internal documents contain 
information which could distort the interpretation of this Information Memorandum. 

 
 
 
 
 
Chairman signature 

 
 
 
 
 
CEO signature 

Wilfred Kiboro 
Chairman 

Richard Etemesi 
Managing Director 
& Chief Executive Officer 

28 September 2012 
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Section 5: Corporate Information 

                 

REGISTERED OFFICE StandardChartered@Chiromo 

48 Westlands Road 

P.O. Box 30003 

00100 Nairobi GPO 

 

COMPANY SECRETARY Nancy Oginde 

StandardChartered@Chiromo 

48 Westlands Road 

P.O. Box 30003 

00100 Nairobi GPO 

 

AUDITORS KPMG Kenya 

16th Floor, Lonrho House 

Standard Street 

P.O. Box 40612 

00100 Nairobi GPO 

 

SHARE REGISTRAR Custody & Registrars Services Limited 

6th Floor, Bruce House 

Standard Street 

P.O. Box 8484 

00100 Nairobi GPO 

 

LAWYERS Mboya Wangong’u & Waiyaki Advocates 

Lex Chambers  

Maji Mazuri Road, Lavington 

P.O. Box 74041 

00200 Nairobi 
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Section 6: Advisors and Other Parties 

                 

LEGAL ADVISOR  

Mboya Wangong’u & Waiyaki Advocates 

Lex Chambers 

Maji Mazuri Road 

Lavington 

P.O. Box 74041 

00200 Nairobi 

Contact Person: 

Peter M Waiyaki 

Partner 

254 20 4348356/57/58/59/60 (tel) 

254 20 4348351 (fax) 

PUBLIC RELATIONS CONSULTANT  

Hill + Knowlton 

Riverside Green Offices 

Baobab Suite 

1st Floor 

Riverside Drive 

P.O. Box 34537 

00100 Nairobi GPO 

Contact Person: 

Alexander Doll 

Managing Director 

+254 20 4440822/3/6/9/31 (tel) 

+254 20 4440852 (fax) 

ADVERTISING CONSULTANT  

McCann Kenya 

The Chancery 

1st Floor 

Valley Road, Upper Hill 

P. O. Box 34537 

00100 Nairobi GPO 

Contact Person: 

Shehzad Chaudhry 

Managing Director 

+ 254 (20) 2799000 (tel) 

+254 (20) 2718772 (fax) 

RECEIVING AGENT AND DATA PROCESSING CONSULTANT  

Image Registrars Limited 

Transnational Plaza 

8th Floor 

Mama Ngina Street 

P.O. Box 9287 

00100 Nairobi GPO 

Contact Person: 

Lawrence Kibet 

Director 

+254 20 2230330 (tel) 

+254 20 2212120 (fax) 

SHARE REGISTRAR  

Custody & Registrars Services Limited 

Bruce House 

6th Floor 

Standard Street 

P.O. Box 8484 

00100 Nairobi GPO 

Contact Person: 

Kerry-Ann Makatiani 

Chief Executive Officer 

+254 20 2230518 (tel) 

+254 20 2211773 (fax) 
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Section 7: Definitions 

                 

“Form E” A form submitted alone or in addition to PAL as the Shareholder’s entitlement to the Rights purchased; 

“Form R” Additional form to the PAL that is to be completed by the Eligible Shareholder on renunciation of the 
Provisional Rights to a third party through direct renunciation; 

“GDP” Gross Domestic Product; 

“Group” Standard Chartered PLC’s shares listed on the London and Hong Kong stock exchanges and its IDRs 
are listed on the Bombay and National Stock Exchanges of India; 

“GIA” Group Internal Audit; 

“GoK” or the 
“Government” 

Government of the Republic of Kenya; 

“HR” Human Resources; 

“IDR” International Depository Receipt; 

“Information 
Memorandum” 

This document, Information Memorandum dated and issued on 28 September 2012; 

“IPO” Initial Public Offer; 

“IRA” Insurance Regulatory Authority; 

“Issuer” Standard Chartered Bank Kenya Limited; 

“KShs” Kenyan Shillings, the lawful currency of the Republic of Kenya; 

“Kenya” The Republic of Kenya; 

“MANCOM” Management Committee; 

“MICR” Magnetic Ink Character Recognition;

“MIMS” The Main Investment Market Segment of the NSE; 

“New Shares” The 22,082,856 new ordinary shares in the capital of Standard Chartered Bank Kenya Limited to be 
issued pursuant to the Rights Issue; 

“NPL” Non-performing loan; 

“NSE” The Nairobi Securities Exchange Limited; 

“Offer” The offer to subscribe for New Shares pursuant to and in accordance with this Information 
Memorandum; 

“Ordinary Shares” The ordinary shares of KShs 5.00 each in Standard Chartered Bank Kenya Limited; 

“Offer Documents” This Information Memorandum, PAL, Form E and Form R; 

“PAL” The Provisional Allotment Letter issued to Eligible Shareholders indicating an Eligible Shareholder’s 
Entitlement and providing for full or partial acceptance in the form or substantially in the form set out in 
Appendix A; 

“Provisional Rights” The number of New Shares offered based on the entitlement ratio; 

“RBA” Retirement Benefits Authority; 

“RCO” Risk Control Owner; 

“Record Date” 3.00 p.m. on 19 September 2012, being the date the register of Standard Chartered Bank Kenya Limited 
will be closed; 

“Register” The Share Register which the Issuer will procure to be maintained by the Registrar at a designated 
office; 

“Registrar” The share registrar appointed in connection with the Rights Issue whose name and address appear in 
Section 5 (Corporate Information); 
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Section 7: Definitions 

                 

“Renouncee” Any person of at least 18 years of age as at the date of renunciation in whose favour Rights have been 
renounced in accordance with this Information Memorandum and the PAL; 

“Rights” The right to subscribe for New Shares under the terms of this Information Memorandum and the PAL; 

“Rights Issue” The issue of 22,082,856 New Shares by Standard Chartered Bank Kenya Limited by way of Rights as 
described in this Information Memorandum and the PAL; 

“Rights Issue 
Documents” 

Refers to (a) this Information Memorandum (b) the accompanying PAL and (c) any other written 
communication or notification made by Standard Chartered Bank Kenya Limited to Eligible Shareholders 
in connection with the Rights Issue; 

“RTGS” Real Time Gross Settlement; 

“SME” Small and Medium Enterprise; 

“Standard Chartered”, 
“the Bank” or ‘the 
Company” 

Standard Chartered Bank Kenya Limited and its subsidiaries identified in Section 12 (Company 
Overview); 

“Subscription Price” KShs 145 per New Share; 

“Untaken Rights” The aggregate of New Shares not subscribed for; howsoever that may occur; and 

“VAR” Value at Risk. 
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Section 8: Salient Features of the Rights Issue 

                 

1. Rights Issue Statistics 

Subscription Price KShs 145 per New Share  

Total number of New Shares offered Twenty two million, eighty two thousand, eight hundred and fifty six 
(22,082,856) ordinary shares of KShs 5.00 each, to rank pari passu in 
all respects with the existing ordinary shares in Standard Chartered 
Bank Kenya Limited  

Total amount to be raised before expenses KShs 3,202,014,120 

Ratio of Entitlement One New Share for every Thirteen Existing Shares Held  

2. Rationale for the Rights Issue 

This Rights Issue seeks to strengthen the capital base to support business growth in line with the Bank’s strategic ambitions. 
The proceeds from the Rights Issue will enable the business to increase its risk weighted assets, enable support to individual 
clients through increasing the Bank’s single borrower limit as well as supporting deposit acquisition. 

An extract from the CBK Prudential Guideline for Institutions licensed under the Banking Act sets out the following minimum 
capital ratios. Unless a higher minimum ratio has been set by CBK for an individual institution, every institution shall, at all 
times, maintain: 

(a) A core capital of not less than eight percent of total risk weighted assets plus risk weighted off-balance sheet items; 

(b) A core capital of not less than eight percent of its total deposit liabilities; and 

(c) A total capital of not less than twelve percent of its total risk weighted assets plus risk weighted off-balance sheet items. 

The above ratios are subject to review and may be changed from time to time. 

The table below sets out the current capital ratios for the Bank: 

Minimum 30 Apr 12 31 Dec 11 31 Dec 10 

Core Capital to total deposits liabilities  8% 13% 12% 11% 

Core Capital to total risk weighted assets 8% 13% 12% 14% 

Total Capital to total risk weighted assets 12% 15% 14% 14% 

The proceeds from the Rights Issue will ensure that the Bank is in a sound position to meet any impending regulatory changes 
that may include increases in the minimum capital that banks will be required to hold. 
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Section 9: Details of the Rights Issue 

                 

1.12 Untaken Rights and Allocation Policy 

1.12.1 All Eligible Shareholders who apply for their New Shares in full shall receive the full number of New Shares 
indicated in their PAL. New Shares not taken up shall form the Untaken Rights. The Untaken Rights may be 
allocated as Additional Shares in accordance with the Allocation Policy set out in this paragraph to Eligible 
Shareholders who duly submit applications for Additional Shares in accordance with paragraph 1.7 
(Application for Additional Shares and Allocation Policy) of this Section. 

1.12.2 Any Rights not taken up of the Untaken Rights may be allocated by the Board on a pro-rata basis and if not so 
allotted, will lapse. In event of any allocation being made to an entity pursuant to the Board’s discretionary 
powers under this clause and which shall result in that entity becoming a significant shareholder of the 
Company, the Company shall make disclosures of the nature stipulated under Regulation 61(1)(a) of the 
Capital Markets (Licensing Requirements)(General) Regulations, 2002. 

1.13 Foreign Investors 

1.13.1 The Capital Markets (Foreign Investors) Regulations, 2002 (as amended) (“the Foreign Investor Regulations”) 
provide that “a foreign investor” (“Foreign Investor”) is any person who is not a local investor. A “local investor” 
is defined to mean (a) an individual being a natural person who is a citizen of an East African Community 
Partner State or (b) a body corporate being a company incorporated under the Companies Act of Kenya or 
such other similar statute or an East African Community Partner State in which the citizen or the Government 
of an East African Community Partner State have beneficial interest in 100 percent of its ordinary shares or 
any other body corporate established or incorporated in an East African Community Partner State under the 
provisions of any written law. An East African Community Partner State means States that are members of the 
East African Community. 

1.13.2 Foreign Investors wishing to apply for New Shares must satisfy themselves as to the full observance of the 
laws of the relevant territory and governmental and other consents to ensure that all requisite formalities are 
adhered to, and pay any issue, transfer or other taxes due in such territory. Before applying for and purchasing 
New Shares, foreign investors are advised to consult their own professional advisors as to whether they 
require any governmental or other approvals or need to observe any applicable legal or regulatory 
requirements. 

1.13.3 The Foreign Investor Regulations require not less than 25 percent (as amended by Legal Notice No. 29 of 
2008) of the ordinary shares in listed companies be reserved for local investors. 

1.13.4 This Information Memorandum and accompanying PAL do not, and are not intended to, constitute an offer for 
the New Shares in any place outside Kenya or in any circumstances where such offer or solicitation is not 
authorised or is unlawful. In that regard, this Information Memorandum and accompanying PAL may not be 
used for or in connection with any offer to, or solicitation by, anyone in any jurisdiction or in any circumstances 
where such offer or solicitation is not authorised or is unlawful. The distribution of this Information 
Memorandum and the accompanying PAL outside of Kenya may be restricted by law and persons who come 
into possession of this Information Memorandum and the accompanying PAL should seek advice on and 
observe those restrictions. Any failure to comply with those restrictions may constitute a violation of applicable 
securities laws. Any such recipient must not treat this Information Memorandum and accompanying PAL as 
constituting an offer to him, unless in the relevant jurisdiction, such invitation or offer could be made lawfully to 
him without contravention of any unfulfilled registration or legal requirements. Without limitation, neither this 
Information Memorandum nor the accompanying PAL may be sent or passed or otherwise distributed outside 
Kenya. 

1.13.5 In particular, the Rights Issue has not been, and will not be, registered under the United States Securities Act, 
1933 or the securities laws of any state in the United States of America and is not being made in the United 
States of America or to persons resident in the United States of America. Without limitation, neither this 
Information Memorandum nor the accompanying PAL may be sent or otherwise distributed to investors in the 
United States of America. 

1.13.6 Eligible Shareholders with a registered address in Kenya holding Existing Shares on behalf of persons who are 
resident in a jurisdiction outside Kenya are responsible for ensuring that taking up New Shares under the 
Rights Issue does not breach securities laws in that other jurisdiction. The return of a duly completed 
Entitlement and Acceptance Form in accordance with this Information Memorandum will not be deemed as a 
representation that there has been no breach of such laws. 

1.14 Regulatory Restrictions 

Eligible Shareholders are requested to note that Standard Chartered is subject to the provisions of the Banking Act and the 
Capital Markets Legislation, Notable, for purposes of the Rights Issue are the provisions summarised below. Eligible 
Shareholders are required to seek their own advice in connection with these matters. Kindly note that the Directors may take 
the said provisions into account when determining the allocation of any Untaken Rights to applicants for Additional Shares. 
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Section 9: Details of the Rights Issue 

                 

1.14.1 Section 9A(2) of the Banking Act precludes any person from becoming a “significant shareholder”, being a 
person, other than the Government of Kenya or a public entity who holds directly or indirectly or otherwise has 
a beneficial interest in more than five percent of the share capital of a bank, financial institution or mortgage 
finance company, unless such person has been certified by the Central Bank of Kenya as a fit and proper 
person. 

1.14.2 Section 13(1) of the Banking Act prohibits particular classes of persons from owning, directly or indirectly, or 
otherwise having a beneficial interest in more than 25 percent of the share capital in a bank, financial 
institution or mortgage finance company. 

1.14.3 The Capital Markets (Take-Overs and Mergers) Regulations, 2002, oblige the observance of certain 
procedures if any person takes up Rights which would result in that person “acquiring effective control” of a 
listed company. 

1.15 Tax Implications 

1.15.1 Eligible Shareholders interested in participating in the Rights Issue should consult their tax advisor of any 
possible tax implication connected with the Rights Issue. Therefore, Standard Chartered and the Directors 
consider it inappropriate to provide detailed advice in respect of taxation consequences in connection with the 
Rights Issue save for what is expressly set out in this Information Memorandum. 

1.15.2 Neither Standard Chartered nor any of the Directors or any of Standard Chartered’s officers or advisors accept 
any liability for any taxation implications of Eligible Shareholders in connection with the Rights Issue. 

1.15.3 Local investors are subject to withholding tax on dividends at the rate of five (5) percent. Foreign Investors will 
be subject to a withholding tax rate of ten (10) percent. 

1.16 Expenses of the Rights Issue 

Expense KShs ‘000 

Transaction Advisor Costs(1) 40,858 

Sponsoring Stockbroker 1,740 

Legal Costs 2,320 

Reporting Accountants’ Costs 8,990 

Placing Commission(2) 48,030 

CMA Approval Fees 8,000 

NSE Admission Fees 250 

Printing, Postage and other Disbursements  9,812 

PR and Advertising Costs 5,727 

Data Processing and Registrar Costs, and other Miscellaneous Costs 6,000 

Receiving Bank Nil 

Capital Markets Investor Compensation Fund(3) 10,605 

Total 142,332 

The expenses are indicative. 
(1) A success fee of 1.1 percent of the value of the successful applicants is payable to the Transaction Advisor. 
(2) A maximum possible commission of 1.50 percent is payable to Members of the NSE (Subject to a minimum of  

KShs 100.00) on the value of each successful application. 
(3) An interest rate is chargeable on the issue proceeds payable to the Investor Compensation Fund. This interest rate 

is computed as the average of the Central Bank of Kenya inter-bank overnight lending rate for the period between 
the closing date of the Offer and the date of dispatch of share certificates or crediting of accounts. An interbank 
overnight lending rate of 5.27% per annum has been used to estimate this amount and is likely to be different from 
the actual rate that will be used. 

2. Governing Law 

The Rights Issue Documents and any contract resulting from the acceptance of an application to purchase the New Shares 
shall be governed by and construed in accordance with the Laws of Kenya and it shall be a term of each such contract that the 
parties thereto and all other interested parties submit to the exclusive jurisdiction of the Courts of Kenya.
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1.2 Performance of Key Sectors 

Sector 

Agriculture 
- Decline in growth from 6.4% to 1.5% due to unfavourable weather, high cost 

of inputs and a weakened Kenya Shilling. 

- Remained the leading contributor to 2011 GDP, accounting for 24%. 

Tourism 
- Improved performance in Hotels and Restaurants with growth of 5.0% in 

2011 compared to 4.2% in 2010 resulting in growth in tourism earnings by 
33%. 

- High tourist arrivals, increased conference activities and the depreciation of 
the Kenya Shilling were the key contributors to the improved performance. 

Transport, Storage & Communication 
- 4.5% growth in 2011 from 5.9% in 2010 attributed to expansion in mobile 

telephony and developments in the road, water and rail transport sub sectors. 

- The recovery of the tourism industry continues to play a large role in boosting 
growth in this sector through increased passenger and freight traffic. 

Financial Sector 
- Slowed growth of 7.8% in 2011 from 9% in 2010 mainly due to a number of 

challenges among them persistent high inflation and volatility of the Kenya 
Shilling. 

- Sector will be crucial in the mobilisation of funds to implement Vision 2030 
flagship projects and to fulfil the key goal of financial penetration. 

Manufacturing 
- Slower growth in 2011 at 3.3% compared to 4.5% in 2010 due to increased 

prices of primary inputs, weakened Kenya Shilling and high fuel costs. 

- Sector remains crucial in the realisation of the Vision 2030 goals and reforms 
to address sector challenges. 
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2. Economic Outlook(1) 

Kenya’s economy is expected 
to grow in line with 2011, with 
Real GDP growth for 2012 
projected at between 3.5% and 
4.5% 

 - Political developments leading up to elections in March 2013 will influence 
economic growth. However, economic activities across all sectors are 
currently seemingly unaffected by the increased political campaigns and 
re-alignments. 

- Evolution of prices of oil and food, weather patterns and interest rates are 
likely to be the dominant determinants of growth in 2012. 

- Agricultural output in 2012 is expected to decline on the back of depressed 
rainfall during the first quarter of 2012 and severe frost that affected many 
tea growing regions leading to lower output of tea. 

- Projections for Brent crude oil prices suggest lower international oil prices. 
On the assumption of lower oil and food prices, inflation is likely to slow 
down in 2012. However the current high interest rates, if persistent, could 
lead to constrained credit to the productive sector and therefore impact 
negatively on the economy. 

- Government expenditure is likely to rise more rapidly on account of the 
implementation of the new constitution and sustained infrastructure 
projects currently being undertaken. 

- The oil discovery in Turkana is not expected to bring any substantial 
immediate economic benefits in 2012 but such benefits should be 
expected to begin flowing in the medium term. 

- World real GDP growth is projected to slow from 3.8% in 2011 to 3.4% in 
2012. Growths in Europe and the UK, major importers of Kenya’s 
agricultural produce, are projected to slow substantially indicating 
possibility of suppressed external demand. 

- It is against this background that economic growth is likely to be subdued 
at between 3.5% and 4.5% in 2012. 

(1) – Economic Survey 2012 
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3. Banking Sector Reforms 

Proposed measures aimed 
at enhancing supervision of 
the financial services sector 
to provide stability. 

 i. Tightening regulation 

- CBK to implement coordinated supervision of banks with cross border 
operations and will entail information sharing and coordination with other 
regulators in the region. 

-  Amendment of the Banking Act to introduce the concept of a “banking group” 
and “non-operating holding company”, which will be allowed to own more than 
25% of a bank’s share capital, subject to CBK’s written approval. 

- Supervisory procedures to be extended to monitor activities of agents, while 
banks will now also become liable for the acts and omissions of their agents. 
While this is aimed at protecting customers, it is likely to lead to increased costs 
of the agency banking model. 

- Amendment of the Proceeds of Crime and Anti Money Laundering Act to 
include transactions under other financial sector players, including the 
insurance and capital market sectors. 

ii. Convergence of financial services 

- Amendment to the Banking Act to expand the scope of banking business to 
include incidental financial services that can be offered by banks subject to 
review and approval by the CBK. 

- Establishment of a consolidated financial sector regulatory framework bringing 
together the CMA, IRA and RBA. 

iii. Revised Prudential Guidelines 

- CBK has released revised prudential guidelines to the banking industry for 
consultation. The Prudential Guideline on capital adequacy has proposals that 
borrow heavily from the Basel II and Basel III frameworks including the 
introduction of a capital conservation buffer of 2.5% above current minimum 
capital adequacy ratios. In addition, a capital charge to cover operational and 
market risks will be required to be added on to minimum capital adequacy 
ratios. This will lead to increased capital requirements across the banking 
sector. It is anticipated that the CBK will give the banking sector an adequate 
time frame to comply with the enhanced capital requirements. 
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1. Company Profile 

1.1 Introduction 

Standard Chartered Bank Kenya Limited was established in 1911 with the first branch opened in Mombasa Treasury Square. 

Today, 101 years later, Standard Chartered Bank is one of the leading Banks in Kenya, with an excellent franchise. It has a 
total of 33 branches spread across the country, 90 automated teller machines (ATMs) and 1,698 employees. 

Standard Chartered Bank Kenya Limited has local shareholding of about 26%, comprising about 32,000 shareholders. It has 
remained a public quoted company on the Nairobi Securities Exchange since 1989. 

Our capital, deposit base, and lending portfolio is reported in Kenya Shillings, and we offer a variety of local and foreign 
currency accounts, both deposit and loan, to our customers. We have a diversified portfolio cutting across select sectors that 
include business services, manufacturing, wholesale and retail trade, transport and communication, real estate, agriculture, 
energy and water. 

Further underpinning its importance, Standard Chartered Bank Kenya Limited hosts the regional Shared Service Centre 
supporting the Bank’s technology operations in Uganda, Tanzania, Zambia and Botswana and South Africa on a real time 
basis. 

1.2 Milestones 

– Standard Chartered Bank was the first Kenyan Bank to be awarded the ISO 9002 certification in technology systems; 

– Standard Chartered Bank opened the first ATM in Kenya and first Automated Banking Centre for 24-hour convenience; 

– First utility bill payment and satellite television payment over ATM; 

– First to introduce Priority Banking facilities in Kenya for more affluent customers; 

– First to launch International Photo Debit Card; 

– First to introduce unsecured Personal Loan; 

– First to launch Mobile Top-Up scheme; and 

– First to launch Banking Business Solutions for corporate customers. 

1.3 Awards in Excellence 

– Green Building Recognition Award - March 2012; 

– Second  position Best Bank in Kenya 2012 - Think Business Banking Awards; 

– Financial Reporting Excellence Award - ( 2011, 2010, 2008, 2002 & 2001); 

– Best Bank in Kenya 2011 - Think Business Banking Awards; 

– Best Bank in Kenya 2010 - Euromoney Awards for Excellence; 

– Best Bank in Kenya 2010 - Think Business Banking Awards; 

– 2010 Award Winner - Great Work Place (Gallup); 

– Corporate Citizenship Award 2009 - Financial Reporting Excellence Awards; 

– East Africa Most Respected Financial Institution (2003, 2005, 2006) - Nation Media Group and 
PriceWaterhouseCoopers; 

– Corporate of the Year Bank 2005 - Market Intelligence; 

– Silver Prix for Most Promising New Product 2005 (Kenya’s Fixed Rate Home Loan) Grand Prix Gold Award  
2005 - IFS/Deloitte Financial Innovation Awards; and 

– Best Internet Bank (2007 & 2008) - Global Finance Magazine. 

1.4 Sustainability 

“Here for good is about our commitment to our customers, our communities, and ourselves. It is us at our best.” 
As a leading international bank, we recognise the importance of helping to re-invigorate growth by supporting our clients 
across Africa, Asia and the Middle East in new and improved ways of doing business, as well as helping address some of the 
most pressing social and environmental challenges. 

In order to contribute to the sustainability of our business we need to take responsibility in the markets in which we live and 
work by helping to create healthy and economically vibrant communities. Our commitment to sustainability means continuing 
to focus on building a sustainable business as a bank. This means, creating value for our shareholders, supporting our 
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6. Consolidated Financial Results 

6.1 Consolidated Statement of Comprehensive Income 
  30-Apr-12 31-Dec-11 31-Dec-10 31-Dec-09 31-Dec-08 31-Dec-07 
  KShs ‘000 KShs ‘000 KShs ‘000 KShs ‘000 KShs ‘000 KShs ‘000 

Interest income 11.1 6,421,437 12,011,253 9,777,689 9,347,475 7,445,466 6,977,075
Interest expense  11.2 (1,722,534) (2,159,959) (1,662,125) (2,010,197) (1,568,347) (1,527,460)
Net interest income  4,698,903 9,851,294 8,115,564 7,337,278 5,877,119 5,449,615
Fee and commission income 11.3 1,152,488 3,613,182 2,687,887 2,424,706 2,232,359 2,224,576
Fee and commission expense 11.3 (89,112) (210,746) (57,131) (42,492) (75,596) (138,775)

Net fee and commission income  1,063,376 3,402,436 2,630,756 2,382,214 2,156,763 2,085,801 
Net trading income 11.4 1,476,367 2,246,685 1,973,690 2,128,392 2,058,143 1,532,306

Other operating income 11.5 65,369 413,096 1,182,719 398,548 18,045 481,677

OPERATING INCOME   7,304,015 15,913,511 13,902,729 12,246,432 10,110,070 
 

9,549,399 
Staff costs 11.6 (1,572,250) (3,736,746) (3,394,945) (2,840,833) (2,998,390) (2,586,318)
Premises and equipment costs 11.6 (206,863) (733,730) (523,988) (539,964) (538,344) (449,375)
General administrative expenses  (647,033) (2,064,022) (1,667,318) (1,364,669) (1,263,592) (1,228,761)
Depreciation and amortisation 11.6 (302,241) (711,139) (302,273) (297,583) (224,581) (168,738)

OPERATING EXPENSES   (2,728,387) (7,245,637) (5,888,524) (5,043,049) (5,024,907) 
 

(4,433,192) 

      
OPERATING PROFIT BEFORE  
IMPAIRMENT LOSSES AND TAXATION   4,575,628 8,667,874 8,014,205 7,203,383 5,085,163 5,116,207 
Net impairment losses on loans and 
advances  

11.1
5 (175,513) (412,739) (332,321) (474,936) (365,349) (206,019)

PROFIT BEFORE TAXATION  11.7 4,400,115 8,255,135 7,681,884 6,728,447 4,719,814 4,910,188 
INCOME TAX EXPENSE  11.8 (1,321,240) (2,418,314) (2,305,693) (1,995,693) (1,469,001) (1,440,311) 

NET PROFIT FOR THE PERIOD/YEAR   3,078,875 5,836,821 5,376,191 4,732,754 3,250,813 
 

3,469,877 
 
OTHER COMPREHENSIVE 
INCOME/(LOSS)        
Change in fair value of available-for-sale 
investments   1,554,550 (4,616,524) 355,953 838,732 26,470 (58,313)
Deferred tax on change in fair value of 
available-for-sale investments  (466,365) 1,372,529 (94,358) (265,510) 5,950 17,494
Revaluation surplus   - 401,412 - - 262,877 -

Deferred tax on revaluation surplus   - (104,614) - - (75,173) -

TOTAL OTHER COMPREHENSIVE 
INCOME/(LOSS) FOR THE 
PERIOD/YEAR   1,088,185 (2,947,197) 261,595 573,222 220,124 (40,819) 

TOTAL COMPREHENSIVE INCOME 
FOR THE PERIOD/YEAR  4,167,060 2,889,624 5,637,786 5,305,976 3,470,937 

 
 

3,429,058 
 
BASIC AND DILUTED EARNINGS PER 
SHARE – (KShs)  11.9 10.73 19.75 18.58 16.45 11.34 

 
12.14 

DIVIDEND PER SHARE – (KShs)  
11.1

0 - 11.00 13.50 12.00 10.00 
 

10.00 
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6. Conflicts of Interest 
All directors are under a duty to avoid conflicts of interest. This entails not engaging, directly or indirectly in any business that 
competes or conflicts with the Company’s business. The Company has established a robust process requiring directors to disclose 
proposed outside business interests before they are entered into. Any potential or actual conflicts of interest are reported to the 
Company Secretary. 

7. Relations with Shareholders 
The Board recognises the importance of good communications with all shareholders. This is done through the Annual General 
Meeting as well as the published annual report together with the periodic quarterly, half-yearly and full-year results. 
 
The Board has engaged the services of a professional Registrar to allow for quick responses to all shareholder queries and smooth 
transfer of shares. 

8. Board of Directors 

Wilfred Kiboro 
Chairman 

Appointed to the Board on 2 April 2007 and became Chairman on 28 May 2009. He is a vastly 
experienced manager who is highly regarded due to his enviable track record in the Kenyan 
corporate scene. He is the Chairman of the Board of Nation Media Group. Previous 
appointments include Managing Director of Rank Xerox Kenya, Managing Director of Nation 
Newspapers and Group Chief Executive Officer of Nation Media Group. Age 67. 

Richard M. Etemesi 
Managing Director and  
Chief Executive Officer 

Appointed to the Board on 19 February 2004. Appointed as Managing Director and Chief 
Executive Officer on 1 November 2006. Immediately prior to this, he was the Executive Director 
in charge of Finance and Strategy. He previously held senior management positions in the Bank 
in Kenya and Zambia as well as being the Managing Director of Standard Chartered Bank 
Uganda Limited. Age 49. 

Michael C. Hart 
Non-Executive Director 

Appointed to the Board on 20 February 2003. He is the Vice Chairman for Standard Chartered 
Bank in Africa. His previous senior appointments include Chief Executive Officer, Standard 
Chartered Africa, Managing Director, Standard Chartered Bank Kenya Limited, Group Head of 
Audit and Investigations, Group Head of Operations and Head of International Consumer 
Finance in Asia Pacific. Age 60. 

Kariuki Ngari 
Executive Director,  
Consumer Banking 

Appointed to the Board on 24 February 2009. He joined the Bank in January 2009 and is in 
charge of Consumer Banking. He has wide experience in Consumer Banking. Before his 
appointment to the Board of Standard Chartered Bank Kenya Limited, he was the Consumer 
Banking Director at Barclays Bank of Kenya Limited and prior to that the Head of Retail 
Performance. He also worked for Standard Chartered Bank Kenya Limited in various capacities 
before he left for Barclays in 2001. Age 45. 

Chemutai Murgor 
Executive Director, 
Finance & Chief Finance 
Officer 

Appointed to the Board on 1 March 2007. She has been with the Bank for 11 years. She was 
appointed as Finance Director in March 2007. She has wide experience in finance having 
worked previously as the Head of Finance as well as Head of Business Finance. She has also 
held senior positions at Deloitte & Touche both in Kenya and the United Kingdom. Age 42. 

Kaushik Shah 
Non-Executive Director 

Appointed to the Board on 19 February 2004. He is the Regional Chief Executive Officer, Horn 
of Africa for Safal Group and is responsible for Mabati Rolling Mills Ltd and Safal Mitek Ltd in 
Kenya, as well as Ethiopian Steel Plc and Safintra Djibouti Ltd. He is a member of the Kenya 
Association of Manufacturers Trade Promotion Committee. He sits on the Boards of various 
companies including Bahari Forwarders Ltd, Bahari Insurance Brokers Ltd and Safintra 
Investments Ltd, SA. Age 59. 

Les Baillie 
Non-Executive Director 

Appointed to the Board on 5 August 2010. He is a professional financial manager with over 20 
years experience at Director level with a broad range of companies within the mobile industry in 
the UK and Kenya. Previous senior appointments include Chief Financial Officer of Safaricom 
Limited and Chief Investor Relations Officer at Safaricom Limited. Age 57. 

Anne Mutahi 
Non-Executive Director 

Appointed to the Board on 24 February 2009. She has vast experience in the financial sector 
having worked for various financial institutions including Middle East Bank, ABN AMRO Bank, 
Citibank and Jitegemee Trust Limited where she recently served as the Chief Executive Officer. 
Age 51. 

Patrick Obath 
Non-Executive Director 

Appointed to the Board on 24 January 2012. He has vast experience in change management, 
strategy, financial management and controls, turnarounds, governance and business risk. He is 
well versed in health, safety and environment management systems and processes. He is the 
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Overview of the Risk Management Framework 

Risk is the potential for an adverse impact on the interests of the Bank. This impact (or outcome) can often be reduced to direct 
financial loss, resulting in earnings volatility or in an extreme scenario in financial distress. The impact may also take other 
 non-financial forms which adversely affect the future earnings generating capacity of the Bank. Our assessment of risk is a function of 
the probability of adverse events of varying severity and the extent of the Bank’s exposure to such events. Our gross risk exposure is a 
function of the business we have chosen to participate in and which we have retained. The risk controls and mitigants we have in place 
(including our infrastructure and people) reduce the potential for loss.  
 
The combined effects of our gross risk exposures and our controls and mitigants determine our residual exposure to adverse events 
that may arise. Risk capacity is the absolute limit imposed by regulators on the amount of residual risk the Bank is allowed to 
undertake, given its capital and liquidity resources. Risk appetite is the amount of residual risk that the Bank is willing to take in pursuit 
of its strategic goals. 
 
The Bank adds value to customers and generates returns for shareholders by taking and managing risk in line with strategy and within 
risk appetite. Risk management is the set of end-to-end activities through which we make risk taking decisions and we control and 
optimise the risk-return profile of the Bank. It is a bank-wide activity and starts right at the front-line. The management of risk lies at the 
heart of our business, as a central role of a bank is to “warehouse” risk by extending credit to selected clients and to provide products 
which enable clients to off-lay their price and liquidity risks to the bank. Effective risk management is a central part of the financial and 
operational management of the Bank and fundamental to our ability to generate profits consistently and maximise the interests of our 
shareholders and other stakeholders. 

1. Risk Management Principles 
The Bank adheres to basic Risk Management Principles which are embedded in and inform the approach for managing risks. 
These comprise statements of intent that describe our approach to the management of risk and the risk culture that the Bank 
wishes to sustain: 

a) Balancing risk and return 
(i) we take risk in line with the requirements of stakeholders; 
(ii) we take risk within our risk appetite, consistent with our approved strategy; and 
(iii) we avoid taking risks which have a material probability of causing financial distress to the Bank or its clients or customers. 

b) Responsibility 
(i) we take individual responsibility to ensure risk-taking is disciplined and focused, particularly within our area of authority; 

and 
(ii) we take account of our social responsibilities and our commitments to customers in taking risk to produce a return. 

c) Accountability 
(i) we only take risk within agreed authorities and where there is appropriate infrastructure and resource; and 
(ii) we make sure risk-taking is transparent, controlled and reported.  

d) Anticipation 
(i) we anticipate material future risks and ensure awareness of all known risk.  

e) Competitive Advantage 
(i) we seek competitive advantage through efficient and effective risk management and control. 

2. Risk Management Approach 
Risk management is the set of end-to-end activities through which we control and optimise the risk-return profile of the Bank. It is 
a bank-wide activity. Our risk management approach can usefully be grouped into six inter-dependent risk management process 
categories: 
 

Plan Set risk appetite in line with strategic objectives;
Inform Identify, measure and monitor all material risks;
Control Set parameters to keep our risk profile within risk appetite;
Originate Structure and book transactions;
Optimise Balance risk and return to best effect; and
Communicate Influence, interpret and demonstrate compliance with external stakeholder requirements relating to risk 

management. 

3. Risk Management Responsibility 
To ensure the effectiveness of risk management processes in maintaining the risk profile of the Bank within Risk Appetite, we 
maintain three ‘lines of defence’. 
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– The First Line of defence is that all employees are required to ensure the effective management of risks within the scope of 
their direct organisational responsibilities. ‘First Line’ risk management responsibilities are an integral part of every individual’s 
responsibilities and every general management role. 

– The Second Line of defence comprises the Risk Control Owners (“RCOs”), supported by their respective control functions and 
the Assurance function. RCOs are responsible for ensuring that the residual risks within the scope of their responsibilities 
remain within appetite. The Second Line is independent of the origination, trading and sales functions to ensure that the 
necessary balance and perspective is brought to risk/return decisions. The Assurance and Country Internal Audit function also 
falls in this second line of defence that ensures the First Line is adhering to the risk management control requirements. 

– The Third Line of defence comprises the independent assurance provided by the Group Internal Audit (“GIA”) function. GIA 
provides independent assurance of the effectiveness of the overall risk control processes, incorporating the First and Second 
Lines of Defence. 

4. Risk Factors 
Investing in the securities of any entity entails some investment risks. In considering the purchase of Standard Chartered’s 
ordinary shares offered under this Rights Issue, prospective investors should carefully consider the following potential risks, 
including any other relevant information contained in this Information Memorandum. Greater detail of how specific risks are 
managed is also provided in the Reporting Accountant’s Report, Section 15 of this Information Memorandum. 

 
4.1 General Risks 

4.1.1 Political Risk 

Potential political unrest is a risk to the operations of any bank or business operating in Kenya including Standard 
Chartered as it could adversely impact the economy and the demand for credit and banking services. However, Kenya has 
successfully conducted peaceful elections since independence except for the 2007/2008 period where the country 
experienced some unrest due to disputes surrounding the elections. We believe the country has put that episode in the 
past and is now back on its peaceful track. The democratic process prevailing in the country and the support from the 
international community for Kenya’s political system reduces the risk of significant political unrest. While the Bank has 
systems, controls and procedures designed to mitigate political risk, there can be no assurance that any adverse political 
events will not have a negative impact on the Bank’s business. 

4.1.2 Economic Risk 

The operational results, income and growth of assets by Standard Chartered may depend to an extent on the stability of 
Kenya’s macro economy. The Bank like all entities operating within the borders of Kenya is exposed to macro economic 
risks associated with the country. The Bank’s management team has put in place a robust business strategy, systems and 
procedures to minimise the Bank’s exposure to adverse economic conditions; however, this cannot provide an assurance 
that adverse economic conditions will not hamper the Bank’s performance. 

4.1.3 Standard Chartered’s Share Liquidity 

Standard Chartered’s shares are listed on the NSE. However, it is possible that there could be inadequate liquidity in the 
Bank’s shares on the NSE at certain periods, meaning that investors may not be able to sell or buy shares of the Bank 
whenever they want to and at their desired price. 

4.1.4 Dilution 

An investor’s holdings in Standard Chartered will be diluted if that investor does not participate fully in the Offer and 
consequently additional shares are offered to other investors. 

5. Industry Specific Risks 

Standard Chartered as a commercial bank manages financial assets and liabilities of customers as well as its own assets and 
liabilities. These expose it to risks specific to the banking industry including the following: 

- Credit Risk - Potential for loss due to failure of counterparty to meet its obligations to pay the Bank in accordance with agreed 
terms of loans extended to them; 

- Liquidity Risk - Potential that the Bank does not have sufficient liquid financial resources available to meet its obligations as 
they fall due, or can access these financial resources only at excessive cost; 

- Market Risk - Potential for loss of earnings or economic value due to adverse changes in financial market rates or prices; and 

- Operational Risk - Potential for loss arising from the failure of people, process or technology or the impact of external events. 

The Bank has put in place policies, procedures and reporting systems, which help it to manage and mitigate its exposure to these 
types of risks as elaborated below. The Bank is also actively supervised by the CBK, which ensures that deposit protection plans 
are in place and that the Bank is managed in the interest of all its stakeholders.  
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5.1 Credit Risk 

The Bank takes on exposure to credit risk which is the risk of financial loss to the Bank if a customer or counterparty to a 
financial instrument fails to meet its contractual obligations, and arises principally from the Bank’s loans and advances to 
customers and other banks and investment securities.  

Exposure to credit risk is managed through regular analysis of the ability of borrowers and potential borrowers to meet 
interest and capital repayment obligations and by changing lending limits where appropriate. Exposure to credit risk is also 
managed in part by obtaining collateral against loans and advances in the form of mortgage interests over property, other 
registered securities over assets and guarantees. 

The Bank structures the levels of credit risk it undertakes by placing limits on the amount of risk accepted in relation to one 
borrower, or groups of borrowers, and to geographical and industry segments. Also the origination of the credit risk and the 
approval are segregated to ensure independent judgment of the level of risk taken and to ensure its alignment with the 
Bank’s risk appetite and risk limits.  

The credit risk management is an ongoing process throughout the loan and advances duration. Credit managers have a 
number of tools and techniques which they use to manage the risk. They perform ongoing monitoring and use regular internal 
risk management reports which contain information on key environmental and economic trends across major portfolios, 
industry sectors and performance of the specific customer loan repayments to assess and mitigate any identified risks 
through early interventions. Account plans are re-evaluated and remedial actions are agreed with the counterparties and 
monitored until complete. Remedial actions include, but are not limited to, exposure reduction, security enhancement, exit of 
the account or immediate movement of the account into the control specialist recovery units. 

5.2 Liquidity Risk 

Liquidity risk is the risk that the Bank either does not have sufficient resources available to meet all its obligations and 
commitments as they fall due, or can only access these financial resources at excessive cost. The Bank’s approach to 
managing liquidity risk is to ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities when 
due, under both normal and stressed conditions, without incurring unacceptable losses or risking damage to the Bank’s 
reputation. 

The Bank manages liquidity risk both on a short-term and medium-term basis. In the short-term, the focus is on ensuring that 
the cash flow demands can be met through asset maturities, customer deposits and wholesale funding where required. In the 
medium-term, the focus is on ensuring the statement of financial position remains structurally sound. 

ALCO is responsible for ensuring that the Bank is self-sufficient and is able to meet all its obligations to make payments as 
they fall due by operating within the set liquidity limits. It also has primary responsibility for compliance with regulations and 
Bank policy and maintaining a liquidity crisis contingency plan. 

5.3 Market Risk 

The Bank recognises market risk as the risk of loss arising from changes in market prices and rates. The Bank’s exposure to 
market risk arises principally from customer-driven transactions. The objective of the Bank’s market risk policies and 
processes is to obtain the best balance between risk and return whilst meeting customers’ requirements. The primary 
categories of market risk for the Bank are: 
– Interest rate risk: arising from changes in yield curves, credit spreads and implied volatilities on interest rate options; 
– Currency exchange rate risk: arising from changes in exchange rates and implied volatilities on foreign exchange options; 

and 
– Commodity price risk: arising from changes in commodity prices and commodity option implied volatilities; covering 

energy, precious metals, base metals etc. 

Overall responsibility for managing market risk is vested in ALCO, who approve the Bank’s market risk appetite taking into 
account the market volatility, the range of traded products and asset classes, business volumes and transaction sizes. ALCO 
uses various tools, policies and procedures to manage the market risk to within the appetite levels set for the business. 
These include setting Value at Risk (“VaR”), stress loss limits for market risk, sensitivity analysis, and stress testing to ensure 
the risk exposure remains within the Bank’s risk appetite. It is also responsible for policies and other standards for the control 
of market risk and overseeing their effective implementation. These policies cover both the trading and non-trading books of 
the Bank. 

5.4 Operational Risk 

The Bank actively seeks to ensure that the risks it takes directly or indirectly as part of its business are managed effectively 
within approved risk appetite. Operational risks are inherent in the Bank’s business and can arise from inadequate or failed 
processes, systems, human error, fraud or external events that interrupt normal business operations and can cause financial 
impact which can in some instances be very material. 

The Bank recognises the potential implications of operational risk and has proactively implemented policies, procedures and 
controls to ensure that its business and stakeholders’ interests are secure. The Bank seeks to ensure that key operational 
risks are managed in a timely and effective manner through a framework of policies, procedures and tools to identify, assess, 
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monitor, control and report such risks. In addition, the Bank has in place insurance policies to partly cover the risk of 
fraudulent practice and other insurable risks it faces. 

Compliance with operational risk policies and procedures is the responsibility of all managers. We have in place a Country 
Operational Risk Committee (“CORC”), a committee that has governance responsibility for ensuring that an appropriate and 
robust risk management framework is in place to monitor and manage operational risk. Below that we have Business and 
Functional Operational Risk Committees which similarly monitor and manage all operational risks arising in each specific 
business unit and department of the Bank.  

The primary responsibility for the development and implementation of controls to address operational risk is assigned to 
senior management within each business unit. This is supported by the development of overall Group standards for the 
management of operational risk in areas such as compliance with regulatory requirements, ethical and business standards, 
training and professional development, documentation of controls and procedures and requirements for the reconciliation and 
monitoring of transactions amongst others.  

5.5 Compliance and Regulatory Risk 

Compliance and Regulatory risk includes the risk of non-compliance with regulatory requirements. The Bank has in place a 
Compliance function which is responsible for establishing and maintaining an appropriate framework of Bank compliance 
policies and procedures that ensures the Bank at all times remains compliant with all relevant laws, regulations and market 
standards. Compliance with such policies and procedures is the responsibility of all managers and is embedded in the 
processes and procedures of conducting the Bank’s business. 

5.6 Legal Risk 

Legal risk is the risk of unexpected loss, including reputational loss, arising from defective transactions or contracts, claims 
being made or some other event resulting in a liability or other loss for the Bank, failure to protect the title to and ability to 
control the rights to assets of the Bank (including intellectual property rights), changes in the law, or jurisdictional risk. The 
Bank manages legal risk through the legal function, Legal Risk policies and procedures and effective use of its internal and 
external lawyers. 

5.7 Reputational Risk 

Reputational risk is the risk of failing to meet the standards of performance or behaviour required or expected by stakeholders 
in commercial activities or the way in which business is conducted. Reputational risks arise as a result of poor management 
of problems occurring in one or more of the primary banking risk areas (Credit, Market, Operational risk areas) and/or from 
social, ethical or environmental risk issues. All members of staff have a responsibility for maintaining the Bank’s reputation. 
The Bank manages reputational risk through the Reputational Risk Committee which identifies potential sources of 
reputational risk and puts in place control measures to prevent these risks. 
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(b) Business combinations 
Business combinations are accounted for using the acquisition 
method as at the acquisition date, which is the date on which 
control is transferred to the Group. 
 
Transaction costs related to the acquisition, other than those 
associated with the issue of debt or equity securities, that the 
Group incurs in connection with a business combination are 
expensed as incurred. 
 
The consideration transferred does not include amounts 
related to the settlement of pre-existing relationships. Such 
amounts are generally recognised in profit or loss. 
 
The accounting policy on recognition of goodwill is as 
disclosed in Note 2.6(n) (ii). 
 
(c) Transactions in foreign currencies 
Transactions in foreign currencies of Group entities during the 
year are converted into the respective functional currencies at 
rates prevailing at the transaction dates. Monetary assets and 
liabilities denominated in foreign currencies at the reporting 
date are translated into the functional currency at the exchange 
rates ruling at the reporting date. The resulting differences from 
conversion are recognised in profit or loss in the year in which 
they arise. 
 
Non monetary assets and liabilities denominated in foreign 
currencies are translated at the exchange rates ruling at the 
transaction date. 
 
(d) Income recognition 
Income is derived substantially, from banking business and 
related activities and comprises net interest income, net fee 
and commission income and net trading income. 
 
For available-for-sale assets and financial assets and financial 
liabilities held at amortised cost, interest income and interest 
expense is recognised in profit or loss using the effective 
interest rate method. 
 
Gains and losses arising from changes in the fair value of 
financial assets and financial liabilities at fair value through 
profit or loss, as well as any interest receivable or payable, is 
included in profit or loss in the period in which they arise. 
 
Gains and losses arising from changes in the fair value of 
available-for-sale financial assets, other than foreign exchange 
gains or losses from monetary items, are recognised in other 
comprehensive income, until the financial asset is 
derecognised or impaired at which time the cumulative gain or 
loss previously recognised in other comprehensive income is 
recognised in profit or loss. 
 
The detailed policies on the specific categories of income 
recognised in the Group’s financial statements are as further 
described below; 
 
(i) Net interest income 
Interest income and expense on available-for-sale assets and 
financial assets or financial liabilities held at amortised cost is 
recognised in profit or loss using the effective interest method. 
The effective interest method is a method of calculating the 
amortised cost of a financial asset or a financial liability and 
allocating interest income or interest expense over the relevant 

period. 
 
The effective interest rate is the rate that exactly discounts 
estimated future cash receipts or payments through the 
expected life of the financial asset or financial liability or, when 
appropriate, a shorter period, to the carrying amount of the 
financial asset or financial liability. 
The effective interest rate is established on initial recognition of 
the financial asset and financial liability and is not revised 
subsequently. When calculating the effective interest rate, the 
Group estimates the cash flows considering all contractual 
terms of the financial instrument but does not consider future 
credit losses. The calculation includes all fees and points paid 
or received, between the parties to the contract that are an 
integral part of the effective interest rate, transaction costs and 
all other discounts and premiums. Transaction costs are 
incremental costs that are directly attributable to the 
acquisition, issue or disposal of a financial asset or financial 
liability. 
 
Once a financial asset or a group of similar financial assets has 
been written down as a result of an impairment loss, interest 
income is recognised using the rate of interest used to discount 
the future cash flows for the purpose of measuring the 
impairment loss. 
 
Interest income and expense on all trading assets and 
liabilities are considered to be incidental to the Group’s trading 
operations and are presented together with all other changes 
in the fair value of trading assets and liabilities in net trading 
income. 
 
(ii) Fee and commission income 
Fee and commission income and expenses that are integral to 
the effective interest rate of a financial asset or financial liability 
are included in the measurement of the effective interest rate.  
Other fee and commission income, including account servicing 
fees, sales commissions, custody fees and syndication fees 
are generally recognised on an accrual basis when the service 
has been provided. Loan syndication fees are recognised as 
revenue when the syndication has been completed and the 
Group has retained no part of the loan package for itself, or 
retained a part at the same effective interest rate for the other 
participants. Portfolio and other management advisory and 
service fees are recognised based on the applicable service 
contracts as the related services are performed, usually in a 
time-apportionable basis. 
 
Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed as the 
services are received. 
 
(iii) Net trading income 
Net trading income comprises gains less losses related to 
trading assets and liabilities and includes all realised and 
unrealised fair value changes, interest and foreign exchange 
differences. 
 
(iv) Dividends 
Dividend income is recognised when the right to receive 
income is established. Usually this is the ex-dividend date for 
equity securities. Dividends are reflected as a component of 
net trading income, or other operating income based on the 
underlying classification of the equity instrument. 
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(e) Income tax expense 
Income tax expense comprises current and change in deferred 
tax. Income tax expense is recognised in profit or loss except 
to the extent that it relates to items recognised directly in 
equity, or other comprehensive income, in which case it is 
recognised in equity, or in other comprehensive income. 
Current tax is the expected tax payable on the taxable income 
for the period using tax rates enacted or substantively enacted 
at the reporting date, and any adjustment to tax payable in 
respect of previous years. 
 
Deferred tax is recognised on all temporary differences 
between the carrying amounts of assets and liabilities for 
financial reporting purposes and the amounts used for taxation 
purposes, except differences relating to the initial recognition of 
assets or liabilities in a transaction that is not a business 
combination and which affects neither accounting nor taxable 
profit. Deferred tax is not recognised on the initial recognition 
of goodwill as well as differences relating to investments in 
subsidiaries to the extent that it is probable that they will not 
reverse in the foreseeable future. 
 
Deferred tax is measured at the tax rates that are expected to 
be applied on the temporary differences when they reverse, 
based on tax laws that have been enacted or substantively 
enacted at the reporting date. A deferred tax asset is 
recognised only to the extent that it is probable that future 
taxable profits will be available against which the asset can be 
utilised. Deferred tax assets are reviewed at each reporting 
date and are reduced to the extent that it is no longer probable 
that the related tax benefit will be realised. 
 
Deferred tax assets and liabilities are offset if there is a legally 
enforceable right to offset current tax liabilities against current 
tax assets and they relate to income taxes levied by the same 
tax authority on the same taxable entity or on different tax 
entities, but they intend to settle current tax assets and 
liabilities on a net basis or their tax assets and liabilities will be 
realised simultaneously. 
 
(f) Financial assets and financial liabilities 
 
(i) Recognition 
The Group initially recognises cash, amounts due from/due to 
group companies, loans and advances, deposits, debt 
securities and subordinated liabilities on the date they are 
originated. All other financial assets and financial liabilities 
(including assets and liabilities designated at fair value through 
profit or loss) are initially recognised on the trade date at which 
the group becomes a party to the contractual provisions of the 
instrument. 
 
A financial asset or financial liability is initially measured at fair 
value plus (for an item not subsequently measured at fair value 
through profit or loss) transaction costs that are directly 
attributable to its acquisition or issue. 
 
(ii) Derecognition 
The Group derecognises a financial asset when the contractual 
rights to the cash flows from the asset expire, or it transfers the 
rights to receive the contractual cash flows on the financial 
asset in a transaction in which substantially all the risks and 
rewards of ownership of the financial asset are transferred. 
Any interest in transferred financial assets that is created or 

retained by the Group is recognised as a separate asset or 
liability. 
 
The Group enters into transactions whereby it transfers assets 
recognised on its statement of financial position, but retains 
either all or substantially all of the risks and rewards of the 
transferred assets or a portion of them. If all or substantially all 
risks and rewards are retained, then the transferred assets are 
not derecognised from the statement of financial position. 
Transfers of assets with retention of all or substantially all risks 
and rewards include, for example, securities lending and 
repurchase transactions. 
If, as a result of a transfer, a financial asset is derecognised in 
its entirety but the transfer results in the Group obtaining a new 
financial asset or assuming a new financial liability, the Group 
recognises the new financial asset or financial liability at fair 
value. 
 
Where a financial asset is derecognised in its entirety, the 
difference between the carrying amount and the sum of the 
consideration received together with any gain or loss 
previously recognised in other comprehensive income, is 
recognised in profit or loss. 
 
The Group derecognises a financial liability when its 
contractual obligations are discharged or cancelled or expire. 
 
(iii) Offsetting of financial assets and financial liabilities 
Financial assets and financial liabilities are offset and the net 
amount reported on the statement of financial position when 
there is a legally enforceable right to offset the recognised 
amounts and there is an intention to settle on a net basis, or to 
realise the asset and settle the liability simultaneously. 
 
Income and expenses are presented on a net basis only when 
permitted under IFRSs, or for gains and losses arising from a 
group of similar transactions such as in the Group’s trading 
activity. 
 
(iv) Fair value of financial instruments 
Fair value is the amount for which an asset could be 
exchanged or liability settled between knowledgeable willing 
parties in an arm’s length transaction on the measurement 
date. 
 
The determination of fair values of financial assets and 
financial liabilities is based on quoted market prices or dealer 
price quotations for financial instruments traded in active 
markets. For all other financial instruments fair value is 
determined by using valuation techniques. Valuation 
techniques include net present value techniques, the 
discounted cash flow method, comparison to similar 
instruments for which market observable prices exist, and 
valuation models. The Group uses widely recognised valuation 
models for determining the fair value of common and simpler 
financial instruments like options, interest rate and currency 
swaps. For these financial instruments, inputs into models are 
market observable. 
 
For more complex instruments, the Group uses proprietary 
models, which are usually developed from recognised 
valuation models. Some or all of the inputs into these models 
may not be market observable, and are derived from market 
prices or rates or are estimated based on assumptions.  
 

www.standardchartered.com/ke Standard Chartered Bank Kenya Limited Information Memorandum 52



www.standardchartered.com/ke Standard Chartered Bank Kenya Limited Information Memorandum 53



www.standardchartered.com/ke Standard Chartered Bank Kenya Limited Information Memorandum 54



Section 15: Reporting Accountant’s Report 

         

the statement of financial position but do not necessarily 
indicate the amounts of future cash flows involved or the 
current fair value of the instruments and, therefore, do not 
indicate the Group’s exposure to credit or price risks. The 
derivative instruments become favourable (assets) or 
unfavourable (liabilities) as a result of fluctuations in market 
interest rates or foreign exchange rates relative to their terms. 
The aggregate contractual or notional amount of derivative 
financial instruments on hand, the extent to which instruments 
are favourable or unfavourable, and thus the aggregate fair 
values of derivative financial assets and liabilities, can fluctuate 
significantly from time to time. 
 
(l) Non-current assets held for sale 
Non-current assets, or disposal groups comprising assets and 
liabilities, that are expected to be recovered primarily through 
sale rather than through continuing use, are classified as held 
for sale. Immediately before classification as held for sale, the 
assets, or components of a disposal group, are re-measured in 
accordance with the Group’s accounting policies. Thereafter, 
generally the assets, or disposal group, are measured at the 
lower of their carrying amount and fair value less cost to sell. 
Any impairment loss on a disposal group is first allocated to 
goodwill, and then to remaining assets and liabilities on pro 
rata basis, except that no loss is allocated to financial assets, 
deferred tax assets and employee benefit assets which 
continue to be measured in accordance with the Group’s 
accounting policies. Impairment losses on initial classification 
as held for sale and subsequent gains or losses on re-
measurement are recognised in profit or loss. Gains are not 
recognised in excess of any cumulative impairment loss. 
 
(m) Property and equipment 
 
(i) Recognition, measurement and subsequent costs 
Freehold land and buildings and buildings on leasehold land 
subsequently measured using the revaluation model are 
initially recognised at cost and then are subsequently 
measured at the fair value on the date of revaluation less 
subsequent accumulated depreciation and accumulated 
impairment losses.  
 
Other categories of property and equipment are included in the 
financial statements at their historical cost less accumulated 
depreciation and accumulated impairment losses. 
 
Cost includes expenditures that are directly attributable to the 
acquisition of the asset. 
 
The cost of self-constructed assets includes the cost of 
materials and direct labour, any other costs directly attributable 
to bringing the asset to a working condition for their intended 
use, the cost of dismantling and removing the items and 
restoring the site on which they are located.  
 
Purchased software that is integral to the functionality of the 
related equipment is capitalised as part of that equipment. 
 
When parts of an item of the property or equipment have 
different useful lives, they are accounted for as separate items 
(major components) of property and equipment. 
 
The cost of replacing part of an item of property or equipment 
is recognised in the carrying amount of the item if it is probable 
that the future economic benefits embodied within the part will 

flow to the Group and its cost can be measured reliably. The 
costs of day-to-day servicing of property and equipment are 
recognised in profit or loss. 
 
(ii) Depreciation 
Depreciation is calculated on a straight line basis to allocate 
the cost or revalued amount to their residual values over their 
estimated useful lives. 
 
The estimated useful lives and depreciation rates for the 
current period and comparative year are as follows:  
Fixtures and fittings  10 years 
Equipment  10 years 
Computers   3 years 
Motor vehicles   4 years 
 
Buildings on leasehold land are depreciated over the remaining 
period of the lease. Buildings on freehold land are depreciated 
over fifty years. 
 
Freehold land is not depreciated although it is subject to 
impairment testing. 
 
The depreciation methods, useful lives and residual lives are 
reviewed, and adjusted if appropriate, at each reporting date. 
 
Freehold land and buildings are revalued every three years. 
The carrying amounts are adjusted to the revaluations and the 
resulting increase, net of deferred tax is recognised in other 
comprehensive income and presented in the revaluation 
reserve within equity. Revaluation decreases that offset 
previous increases of the same asset are charged or 
recognised in other comprehensive income with all other 
decreases being charged to profit or loss. 
 
Revaluation surpluses are not distributable. 
 
Excess depreciation is the difference between the depreciation 
charge for the period based on the revalued amount and the 
original cost of the related property. On an annual basis, the 
amount relating to the excess depreciation net of deferred tax 
is transferred from revaluation reserves to retained earnings to 
recognise the use of the property and equipment. 
 
Gains and losses on disposal of property and equipment are 
determined by comparing the proceeds from disposal with the 
carrying amount of the item of property and equipment and are 
recognised in profit or loss in the period in which they arise. 
 
(n) Intangible assets 
 
(i) Acquired intangible asset 
At the date of acquisition of a business, intangible assets which 
are deemed separable and that arise from contractual or other 
legal rights are capitalised and included within the net 
identifiable assets acquired. These intangible assets are 
initially measured at fair value, which reflects market 
expectations of the probability that the future economic 
benefits embodied in the asset will flow to the entity, and are 
subsequently amortised on the basis of their expected useful 
lives. At each reporting date, these assets are assessed for 
indications of impairment. In the event that an asset’s carrying 
amount is determined to be greater than its recoverable 
amount, the asset is impaired immediately. 
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In 2010, the Group acquired the custody business from 
Barclays Bank of Kenya Limited which gave rise to an 
intangible asset primarily arising out of the purchase of 
customer relationships which is being amortised over 11 years 
on the basis of the expected useful life of the customer 
relationships that were acquired. 
 
(ii) Goodwill 
Goodwill represents the excess of the cost of an acquisition 
over the fair value of the Group’s share of the identifiable net 
assets and contingent liabilities of the acquired business at the 
date of acquisition.  
 
Goodwill on the acquisition of the custody business is 
assessed at each reporting date for impairment and carried at 
cost less any accumulated impairment losses. 
 
Goodwill is allocated to cash generating units for the purpose 
of impairment testing. Cash generating units represent the 
lowest level within the Group at which the goodwill is monitored 
for internal management purposes. These are smaller than the 
Group’s reportable segments (as set out in Note 9) as the 
Group views its reportable segments on a global basis. Note 
11.21 sets out the major cash generating unit to which goodwill 
has been allocated. 
 
(iii) Capitalised software 
The costs incurred to acquire and bring to use specific 
computer software licences are capitalised. Software acquired 
by the Group is stated at cost less accumulated amortisation 
and accumulated impairment losses. 
 
Expenditure on internally developed software is recognised as 
an asset when the Group is able to demonstrate its intention 
and ability to complete the development and use the software 
in a manner that will generate future economic benefits and 
can reliably measure the cost to complete the development. 
Internally developed software is stated at cost less 
accumulated amortisation and accumulated impairment losses.  
 
Subsequent expenditure on software is capitalised only if the 
definition of an intangible asset and the recognition criteria are 
met. All other expenditure is expensed as incurred. 
 
The costs are amortised on a straight line basis over the 
expected useful lives, from the date it is available for use, not 
exceeding three years. 
 
Amortisation methods, useful lives and residual values are 
reviewed and adjusted if appropriate, at each reporting date. 
 
(o) Operating leases 
Leases, where a significant portion of the risks and rewards of 
ownership are retained by the lessor, are classified as 
operating leases. Payments made under operating leases are 
charged to profit or loss on a straight-line basis over the period 
of the lease. 
 
Prepaid operating lease rentals in respect of leasehold land is 
recognised as an asset and amortised over the lease period. 
 
(p) Impairment for non-financial assets 
The carrying amounts of the Group’s non-financial assets,  
other than deferred tax assets, are reviewed at each reporting 
date to determine whether there is any indication of  

impairment. If any such indication exists then the asset’s 
recoverable amount is estimated.   
 
Goodwill is reviewed each period irrespective of whether or not 
there is an indication of impairment. 
 
The recoverable amount of an asset or cash-generating unit is 
the greater of its value in use and its fair value less costs to 
sell. In assessing value in use, the estimated future cash flows 
are discounted to their present value using a pre-tax discount 
rate that reflects current market assessments of the time value 
of money and the risks specific to the asset. 
 
An impairment loss is recognised if the carrying amount of an 
asset or its cash-generating unit exceeds its 
recoverable amount. 
 
Impairment losses are recognised in profit or loss. Impairment 
losses recognised in respect of cash-generating units are 
allocated first to reduce the carrying amount of any 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. 
 
An impairment loss in respect of goodwill is not reversed. In 
respect of other assets, impairment losses recognised in prior 
periods are assessed at each reporting period for any 
indications that the loss has decreased or no longer exists. An 
impairment loss is reversed if there has been a change in the 
estimates used to determine the recoverable amount. An 
impairment loss is reversed only to the extent that the assets 
carrying amount does not exceed the carrying amount that 
would have been determined, net of depreciation or 
amortisation, if no impairment loss had been recognised. 
 
(q) Provisions 
A provision is recognised when the Group has a present legal 
or constructive obligation as a result of a past event and it is 
probable that an outflow of economic benefits will be required 
to settle the obligation. Provisions are determined by 
discounting the expected future cash flows at a pre-tax rate 
that reflects current market assessments of the time value of 
money and, where appropriate, the risks specific to that 
liability. 
 
(r) Employee benefits 
 
(i) Pension obligations 
Pensioners and deferred pensioners existing at  
31 December 1998 are eligible for retirement benefits under a 
defined benefit scheme. 
 
For the defined benefit scheme, the pension costs are 
assessed using the projected unit credit method. Under this 
method, the cost of providing pensions is recognised in profit 
or loss so as to spread the regular cost over the lives of 
pensioners in accordance with the advice of qualified actuaries 
who carry out a full valuation of the scheme every three years. 
The pension obligation is measured as the present value of the 
estimated future cash outflows using interest rates on 
government securities that have maturity dates approximating 
the terms of the Group’s obligations. All the actuarial gains and 
losses are recognised as the pensioners and deferred 
pensioners participating in the scheme no longer work for the 
Company. 
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The impact of the amendments to IFRIC 14 IAS 19 ‘limit on a 
defined benefit asset, minimum funding requirements and their 
interaction’ effective 1 January 2011 has been incorporated 
into the financial statements. 
 
The amendment to IFRIC 14 is itself an interpretation of IAS 19 
‘Employee Benefits’. The amendment applies in the limited 
circumstances when an entity is subject to minimum funding 
requirements and makes an early payment of contributions to 
cover those requirements. These amendments remove 
unintended consequences arising from the treatment of 
prepayments where there is a minimum funding requirement. 
 
Paragraph 58b of IAS 19 stipulates that a net pension asset 
(determined as total assets net of the defined benefit 
obligation, unrecognised past service costs and unrecognised 
actuarial losses) that arises can only be recognised in so far as 
the company has unconditional right to a refund of surplus 
arising in the Fund or is able to use the surplus to offset 
company contributions relating to future accruals of benefits or 
future administration costs. Therefore the resultant surplus has 
been restricted. 
 
The Group’s employees are also eligible for retirement benefits 
under a defined contribution scheme under which it pays fixed 
contributions into a separate entity and will have no legal or 
constructive obligations to pay further amounts. Obligations for 
contributions to the defined contribution plans are recognised 
as an expense in profit or loss when they are due in respect of 
service rendered before the end of the reporting period. 
 
The employees and Group also contribute to the National 
Social Security Fund, a national retirement scheme. 
Contributions are determined by local statutes and the Group’s 
contributions are charged to profit or loss in the period to which 
they relate. 
 
(ii) Share based payments 
The Group’s employees participate in a number of share based 
payment schemes operated by Standard Chartered PLC, the 
ultimate holding company of Standard Chartered Bank Kenya 
Limited and its subsidiaries. Participating employees are 
awarded ordinary shares in Standard Chartered PLC in 
accordance with the terms and conditions of the relevant 
scheme.  
 
In addition, employees have the choice of opening a three-year 
or five-year savings contract. Within a period of six months 
after the third or fifth anniversary, as appropriate, employees 
may purchase ordinary shares of Standard Chartered PLC. 
The price at which they may purchase shares is at a discount 
of up to twenty percent on the share price at the date of 
invitation. There are no performance conditions attached to 
options granted under all employee share save schemes. 
 
On the grant date, the fair value of equity-settled share based 
payment awards granted to employees is recognised as an 
employee expense, with a corresponding increase in the 
capital contribution reserve, over the period in which the 
employees unconditionally become entitled to the awards. The 
amount recognised as an expense is adjusted to reflect the 
number of share awards for which the related service and non-
market performance vesting conditions are expected to be met 
such that the amount ultimately recognised as an expense is 

based on the number of share awards that do meet the related 
service and non-market performance conditions at the vesting 
date. 
 
(iii) Termination benefits 
Termination benefits are recognised as an expense when the 
Group is demonstrably committed, without realistic possibility 
of withdrawal, to a formal detailed plan to either terminate 
employment before the normal retirement date, or to provide 
termination benefits as a result of an offer made to encourage 
voluntary redundancy. Termination benefits for voluntary 
redundancies are recognised if the Group has made an offer of 
voluntary redundancy, it is probable that the offer will be 
accepted, and the number of acceptances can be estimated 
reliably. If the benefits are payable more than 12 months after 
the reporting date then they are discounted to their present 
value. 
 
(s) Preference share capital 
Preference share capital is classified as equity if it is non-
redeemable and any dividends are discretionary, or is 
redeemable but only at the company’s option. Dividends on 
preference share capital classified as equity are recognised as 
distributions within equity. 
 
Preference share capital is classified as a liability if it is 
redeemable on a specific date or at the option of the 
shareholders or if the dividend payments are not discretionary. 
Dividends thereon are recognised in profit or loss as interest 
expense. 
 
(t) Earnings per share 
Basic and diluted earnings per share (EPS) data for ordinary 
shares are presented in the financial statements. Basic EPS is 
calculated by dividing the profit or loss attributable to ordinary 
shareholders of the Company by the weighted average number 
of ordinary shares outstanding during the period. Diluted EPS 
is determined by adjusting the profit or loss attributable to 
ordinary shareholders and the weighted average number of 
ordinary shares outstanding for the effects of all dilutive 
potential ordinary shares if any. 
 
(u) Dividends 
Dividends are recognised as a liability in the period in which 
they are declared. Proposed dividends are disclosed as a 
separate component of equity.  
 
(v) Contingent liabilities 
Letters of credit, acceptances, guarantees and performance 
bonds are disclosed as contingent liabilities. Estimates of the 
outcome and the financial effect of contingent liabilities is made 
by management based on the information available up to the 
date that the financial statements are approved for issue by the 
directors. 
 
(w) Fiduciary activities 
Assets held for clients in an agency or fiduciary capacity by the 
Group are not assets of the Group and are not included in the 
statement of financial position. 
 
(x) Sale and repurchase 
Securities sold under sale and repurchase agreements 
(Repos) are retained in the financial statements with the 
counterparty liability included in amounts due to banking 
institutions. Securities purchased from the Central Bank of 
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Section 15: Reporting Accountant’s Report 

         

3. Consolidated Statement of Comprehensive Income 
The consolidated statements of comprehensive income of the Group for the four month period ended 30 April 2012 and the financial 
years ended 31 December 2011, 2010, 2009, 2008 and 2007 are set out below:-  
 

  Note 
30-Apr-12 31-Dec-11 31-Dec-10 31-Dec-09 31-Dec-08 31-Dec-07 
KShs ‘000 KShs ‘000 KShs ‘000 KShs ‘000 KShs ‘000 KShs ‘000 

Interest income 11.1 6,421,437 12,011,253 9,777,689 9,347,475 7,445,466 6,977,075
Interest expense  11.2 (1,722,534) (2,159,959) (1,662,125) (2,010,197) (1,568,347) (1,527,460)
Net interest income  4,698,903 9,851,294 8,115,564 7,337,278 5,877,119 5,449,615 
Fee and commission income 11.3 1,152,488 3,613,182 2,687,887 2,424,706 2,232,359 2,224,576
Fee and commission expense 11.3 (89,112) (210,746) (57,131) (42,492) (75,596) (138,775)

Net fee and commission income  1,063,376 3,402,436 2,630,756 2,382,214 2,156,763 2,085,801 
Net trading income 11.4 1,476,367 2,246,685 1,973,690 2,128,392 2,058,143 1,532,306
Other operating income 11.5 65,369 413,096 1,182,719 398,548 18,045 481,677

OPERATING INCOME   7,304,015 15,913,511 13,902,729 12,246,432 10,110,070 9,549,399 
Staff costs 11.6 (1,572,250) (3,736,746) (3,394,945) (2,840,833) (2,998,390) (2,586,318)
Premises and equipment costs 11.6 (206,863) (733,730) (523,988) (539,964) (538,344) (449,375)
General administrative expenses  (647,033) (2,064,022) (1,667,318) (1,364,669) (1,263,592) (1,228,761)
Depreciation and amortisation 11.6 (302,241) (711,139) (302,273) (297,583) (224,581) (168,738)
OPERATING EXPENSES   (2,728,387) (7,245,637) (5,888,524) (5,043,049) (5,024,907) (4,433,192) 
OPERATING PROFIT BEFORE  
IMPAIRMENT LOSSES AND TAXATION   4,575,628 8,667,874 8,014,205 7,203,383 5,085,163 5,116,207 
Net impairment losses on loans and advances  11.15(b) (175,513) (412,739) (332,321) (474,936) (365,349) (206,019)
PROFIT BEFORE TAXATION  11.7 4,400,115 8,255,135 7,681,884 6,728,447 4,719,814 4,910,188 
INCOME TAX EXPENSE  11.8 (1,321,240) (2,418,314) (2,305,693) (1,995,693) (1,469,001) (1,440,311) 

NET PROFIT FOR THE PERIOD/YEAR   3,078,875 5,836,821 5,376,191 4,732,754 3,250,813 3,469,877 
 
OTHER COMPREHENSIVE INCOME/(LOSS)        
Change in fair value of available-for-sale 
investments   1,554,550 (4,616,524) 355,953 838,732 26,470 (58,313)
Deferred tax on change in fair value of 
available-for-sale investments  (466,365) 1,372,529 (94,358) (265,510) 5,950 17,494
Revaluation surplus   - 401,412 - - 262,877 -

Deferred tax on revaluation surplus   - (104,614) - - (75,173) -

TOTAL OTHER COMPREHENSIVE 
INCOME/(LOSS) FOR THE PERIOD/YEAR  1,088,185 (2,947,197) 261,595 573,222 220,124 

 
(40,819) 

TOTAL COMPREHENSIVE INCOME FOR 
THE PERIOD/YEAR  4,167,060 2,889,624 5,637,786 5,305,976 3,470,937 

 
3,429,058 

BASIC AND DILUTED EARNINGS PER 
SHARE – (KShs) 11.9 10.73 19.75 18.58 16.45 11.34 

 
12.14 

DIVIDEND PER SHARE – (KShs)  11.10 - 11.00 13.50 12.00 10.00 10.00 
 
The consolidated statements of comprehensive income are to be read in conjunction with the notes and comments to and forming part 
of the Reporting Accountant’s Report set out on pages 50 to 125. 
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Section 15: Reporting Accountant’s Report 

         

5. Consolidated Statement of Cash Flows 
The consolidated statements of cash flows of the Group for the four month period ended 30 April 2012 and each of the financial years 
ended 31 December 2011, 2010, 2009, 2008 and 2007 are stated below as follows: 
   

Note 30-Apr-12 31-Dec-11  31-Dec-10 
Restated 

31-Dec-09 31-Dec-08 31-Dec-07  

  KShs ‘000 KShs ‘000 KShs ‘000 KShs ‘000 KShs ‘000 KShs ‘000 

Net cash flows from operating activities 11.30(a) 5,912,761 5,380,864 16,674,403 (17,602,937) 6,161,522  7,627,687 
    
Cash flows from investing activities    
Purchase of property and equipment 11.20 (103,843) (719,272) (1,447,245) (1,120,922) (400,544) (340,483)
Proceeds from sale of non-current asset held for sale 67,056 697,032 - - - -
Purchase of intangible assets 11.21 - - (11,081) - (9,905) -
Purchase of prepaid operating lease rentals (157,469) - - - - -
Proceeds from sale of property and equipment - 1,452 2,925 - - 2,102
Purchase of custody business 11.18 - - (1,883,365) - - -
Proceeds from sale of equity shares - - - 183,081 131,705 -
 
Net cash used in investing activities   (194,256) (20,788) (3,338,766) (937,841) (278,744) (338,381) 
 
Cash flows from financing activities    

Ordinary shares issued, net of issue costs - - 2,391,805 - - -
Share based payments:    
- Settled during the period/year - (67,454) (74,590) (65,910) - -
- Allocated during the period/year 21,681 66,010 67,454 74,590 - -
Dividends paid on ordinary shares:    
- Final  - (2,440,156) (1,903,775) (1,359,839) (1,359,839) (1,115,068) 
-  Interim  - - (1,435,386) (1,359,839) (1,359,839) (1,359,839)
Dividends paid on preference shares:    
-  Final  - (84,690) (84,690) (84,230) (84,690) (84,690) 
- Interim  - - (83,310) (83,310) (83,770) (83,310)
Net cash from/(used in) financing activities   21,681 (2,526,290) (1,122,492) (2,878,538) (2,888,138)  (2,642,907) 
Increase/(decrease) in cash and cash equivalents  5,740,186 2,833,786 12,213,145 (21,419,316) 2,994,640 4,646,399
Cash and cash equivalents at 1 January 6,929,422 4,095,636 (8,117,509) 13,301,807 10,307,167 5,660,768
Cash and cash equivalents at 30 April and at  
31 December 11.30(b) 12,669,608 6,929,422 4,095,636 (8,117,509) 13,301,807 10,307,167

 
The consolidated statements of cash flows are to be read in conjunction with the notes and comments to and forming part of the 
Reporting Accountant’s Report set out on pages 50 to 125. 
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Section 15: Reporting Accountant’s Report 

        

7. Financial Risk Management 
This section provides details of the Group’s exposure to risk and describes the methods used by management to control risk in respect 
of financial instruments. The most significant types of financial risk to which the Group is exposed to are credit risk, liquidity risk, market 
risk and operational risk.  
 
The Board of Directors has overall responsibility for the establishment and oversight of the Group’s risk management framework.  
 
Through its risk management structure, the Group seeks to manage efficiently the core risks; credit, liquidity and market risk, which 
arise directly through the Group’s commercial activities. Compliance and regulatory risk, operational risk and reputational risk are 
normal consequences of any business undertaking. 
 
The Group has established the Asset and Liability Committee (ALCO) and the Country Operational Risk Committee (CORC), which are 
responsible for developing and monitoring Group risk management policies in their specified areas. All committees report regularly to 
the Board of Directors on their activities. 
 
The Group’s risk management policies are established to identify and analyse the risks faced by the Group, to set appropriate risk limits 
and controls, and to monitor risks and adherence to limits. Risk management policies and systems are reviewed regularly to reflect 
changes in market conditions, products and services offered. The Group, through its training and management standards and 
procedures, aims to develop a disciplined and constructive control environment, in which all employees understand their roles and 
obligations. 
 
The Board Audit Committee is responsible for monitoring compliance with the Group’s risk management policies and procedures, and 
for reviewing the robustness of the risk management framework in relation to the risks faced by the Group. The Board Audit Committee 
is supported in these functions by the Internal Audit Department, who undertake both regular and ad-hoc reviews of risk management 
controls and procedures, the results of which are then reported to the Board Audit Committee. 
 
Stress testing 
Stress testing and scenario analysis are important components of the Group’s risk assessment processes, and are used to assess the 
financial management capability of the Group to continue operating effectively under extreme but plausible trading conditions. Such 
conditions may arise from economic, legal, political, environmental and social factors which define the context within which the Group 
operates. It is intended that stress testing and scenario analysis will help to inform management: 

• the nature and dynamics of the risk profile; 
• the identification of potential future risks; 
• the robustness of risk management systems and controls; 
• adequacy of contingency planning; and  
• the effectiveness of risk mitigants. 

 
Details of how the various risks are managed are outlined below: 
 
(a) Credit risk 
The Group takes on exposure to credit risk which is the risk of financial loss to the Group if a customer or counterparty to a financial 
instrument fails to meet its contractual obligations, and arises principally from the Group’s loans and advances to customers and other 
banks and investment securities.  
 
Exposure to credit risk is managed through regular analysis of the ability of borrowers and potential borrowers to meet interest and 
capital repayment obligations and by changing lending limits where appropriate. Exposure to credit risk is also managed in part by 
obtaining collateral against loans and advances in the form of mortgage interests over property, other registered securities over assets 
and guarantees. 
 
The Group structures the levels of credit risk it undertakes by placing limits on the amount of risk accepted in relation to one borrower, 
or groups of borrowers, and to geographical and industry segments. 
 
Wholesale Banking 
Within the Wholesale Banking business, a numerical grading system is used for quantifying the risk associated with a counterparty. The 
grading is based on a probability of default measure with customers analysed against a range of quantitative and qualitative measures. 
The numeric grades run from 1 to 14. Counterparties with lower credit grades are assessed as being less likely to default. An A to C 
scale is assigned to the original numeric rating scale, to enable more granular mapping of the probability to  
default, which results in more refined risk assessment, risk control and pricing. A counterparty with an A suffix has a lower probability of 
default than a counterparty with a C suffix. Credit grades 1A to credit grade 12C are assigned to performing customers while credit 
grades 13 and 14 are assigned to non-performing (or defaulted) customers. 
 
Origination and approval roles are segregated. 
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Section 15: Reporting Accountant’s Report 

        

7 FINANCIAL RISK MANAGEMENT (Continued) 
(a) Credit risk (Continued) 
Wholesale Banking (Continued) 
There is no direct relationship between the Group’s internal credit grades and those used by external rating agencies. The Group’s 
credit grades are not intended to replicate external credit grades, although as the factors used to grade a borrower are often similar, a 
borrower rated poorly by an external rating agency is typically rated in the lower rank of the Group’s internal credit grades. 
 
In addition to nominal aggregate exposure, expected loss is used in the assessment of individual exposures and for portfolio analysis. 
Expected loss is the long-run average credit loss across a range of typical economic conditions. It is used in the delegation of credit 
approval authority and must be calculated for every transaction to determine the appropriate level of approval. To assist risk officers in 
monitoring the portfolio, various internal risk management reports are available on a regular basis, providing individual counterparty, 
counterparty group and portfolio exposure information, the status of accounts showing signs of weakness or financial deterioration and 
updates on credit markets. 
 
Consumer Banking 
Credit risk in Consumer Banking, is also managed through a framework of policies and procedures. Origination and approval roles are 
segregated. To aid Credit managers in portfolio management, regular internal risk management reports contain information on key 
environmental and economic trends across major portfolios, portfolio delinquency and loan impairment performance as well as 
information on migration across credit grades and other trends. 
 
Credit grades within Consumer Banking are based on a probability of default. An alphanumeric grading system identical to that of 
Wholesale Banking business is used as an index of portfolio quality. 
 
Problem credit management and provisioning 
(i) Wholesale Banking 
In Wholesale Banking, accounts or portfolios are placed on Early Alert when they display signs of weakness or financial deterioration, 
for example where there is a rapid decline in the client’s position within the industry, a breach of covenants,  
non-performance of an obligation, or there are issues relating to ownership or management.  
 
Such accounts and portfolios are subject to a dedicated process with oversight involving the senior Risk Officer and Group Special 
Asset Management (“GSAM”). Account plans are re-evaluated and remedial actions are agreed and monitored until complete. 
Remedial actions include, but are not limited to, exposure reduction, security enhancement and exit of the account or immediate 
movement of the account into the control of GSAM, the specialist recovery unit. 
 
Loans are considered impaired and non-performing where analysis and review indicates that full payment of either interest or principal 
becomes questionable or as soon as payment of interest or principal is 90 days or more overdue. Impaired accounts are managed by 
GSAM, which is independent of the main businesses of the Group. Where any amount is considered uncollectable, an individual 
impairment provision is raised, being the difference between the loan carrying amount and the present value of estimated future cash 
flows. In any decision relating to the recognition of an impairment provision, the Group attempts to balance economic conditions, local 
knowledge and experience, and the results of independent asset reviews.  
 
A portfolio impairment provision is held to cover the inherent risk of losses, which, although not identified, are known through 
experience to be present in any loan portfolio. In Wholesale Banking, the portfolio impairment provision is set with reference to past 
experience using loss rates, and judgmental factors such as the economic environment and the trends in key portfolio indicators. 
 
 (ii) Consumer Banking 
In Consumer Banking, where there are large numbers of small value loans, a primary indicator of potential impairment is delinquency. 
However, not all delinquent loans (particularly those in the early stage of delinquency) will be impaired.  
 
Within Consumer Banking, an account is considered to be delinquent when payment is not received on the due date. Accounts that are 
overdue by more than 30 days are considered delinquent. For delinquency reporting purposes, the Group follows industry standards, 
measuring delinquency as of 1, 30, 60, 90, 120 and 150 days past due. Accounts that are overdue by more than 30 days are closely 
monitored and subject to specific collection processes. 
 
The impairment assessment within Consumer Banking reflects the fact that the product portfolios (excluding medium enterprises 
among SME customers) consist of a large number of comparatively small exposures. As a result, much of the impairment assessment 
is initially done at an account level for each product and a Portfolio Impairment Provision (“PIP”) is raised on a portfolio basis. 
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Section 15: Reporting Accountant’s Report 

        

7 FINANCIAL RISK MANAGEMENT (Continued) 
(a) Credit risk (Continued) 
Problem credit management and provisioning (Continued) 
(ii) Consumer Banking (Continued) 
A Portfolio Impairment Provision (“PIP”) is held to cover the inherent risk of losses, which, although not identified, are known through 
experience to be present in the loan portfolio. PIP covers both performing loans and loans overdue for less than 150 days. The 
provision is set with reference to proxy data from Internal Ratings Based (‘IRB’) portfolios based on the Expected Loss (“EL”) of a 
product after applying judgmental overlays based on regulatory environment and business cycle adjustments based on  
macro-environment, portfolio loss severity, collections and recovery performance trends. 
 
The process used for recognising the impairment provisions is dependent on the product. For mortgages, individual impairment 
provisions (“IIP”) are generally raised at 150 days past due based on the difference between the outstanding amount of the loan and 
the present value of the estimated future cash flows which includes the realisation of collateral. For other secured loans (where the 
collateral value is typically realised in less than 12 months), loan impairment is calculated using the forced sale value of the collateral 
without further discounting. 
 
For unsecured products, individual provisions are recognised for the entire outstanding amount at 150 days past due. For all products, 
there are certain accounts, such as cases involving bankruptcy, fraud and death, where the loss recognition process is accelerated. 
 
Non-performing loans are past due by more than 90 days or have an individual impairment provision raised against them. 
 
The procedures for managing problem credits for the medium enterprises in the SME segment of Consumer Banking are similar to 
those adopted for Wholesale Banking described above. 
 
The Group exposure to credit risk is analysed as follows: 
(iii) Loans and advances to customers 

 30-Apr-12 31-Dec-11 31-Dec-10 31-Dec-09 31-Dec-08  31-Dec-07  
 KShs‘000 KShs‘000 KShs‘000  KShs‘000 KShs‘000 KShs‘000 
Individually impaired       
Grade 13: Impaired 244,623 254,331 240,544   504,500     309,685    554,690 
Grade 14: Impaired 952,591 776,496 965,012   969,250   1,427,660  1,536,010 
 1,197,214 1,030,827 1,205,556   1,473,750    1,737,345    2,090,700  
Allowance for impairment (716,292) (677,314) (734,536)  (754,156)  (1,134,808) (1,234,108)

 480,922 353,513 471,020     719,594      602,537      856,592  
   
Loans past due but not impaired       
Past due upto 30 days 1,263,443 3,891,696 1,455,362 1,251,877     726,533    156,538 
Past due 31 – 60 days 391,119 303,058 284,731   107,443     244,719    188,549 
Past due 61 – 90 days 244,377 150,899 225,818    26,896      87,842    327,124 
Past due 90 – 150 days - - - - 77,502 402

 1,898,939 4,345,653 1,965,911   1,386,216  1,136,596      672,613  
   
Loans neither past due nor impaired  
Grade 1 69,959 - 6    55,825       2,939     23,540 
Grade 2 - - - -      26,805  1,310,781 
Grade 3 1,349,154 4,060,069 - 6,305,802   3,253,824      3,303 
Grade 4 3,148,410 1,324,441 1,222,336 21   4,322,039  1,115,571 
Grade 5 3,832,960 3,313,606 2,536,071   238,701   1,515,691  2,201,301 
Grade 6 1,566,988 1,708,329 2,846,962 6,543,270     913,187  2,363,440 
Grade 7 11,173,598 14,300,195 11,335,052 7,686,852   4,192,916  4,490,830 
Grade 8 22,604,258 22,644,213 5,998,619 2,492,032   2,225,786  4,785,029 
Grade 9 11,726,156 9,787,549 7,876,329 8,004,194   4,048,242  1,941,949 
Grade 10 8,785,936 6,499,254 4,440,094 4,380,767   3,258,408  6,158,581 
Grade 11 33,055,065 27,130,078 21,548,543 17,540,569  15,992,362  11,089,961 
Grade 12 – watch   1,403,900 1,273,129 623,926 1,908,011   2,231,632  2,777,758 
 98,716,384 92,040,863 58,427,938  55,156,044   41,983,831   38,262,044  
Portfolio impairment provision (702,390) (642,206) (528,040)    (566,978)    (424,145)    (322,727) 

   98,013,994 91,398,657 57,899,898  54,589,066   41,559,686   37,939,317  
Net loans and advances 100,393,855 96,097,823 60,336,829  56,694,876   43,298,819   39,468,522  
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7 FINANCIAL RISK MANAGEMENT (Continued) 
(a) Credit risk (Continued) 
(iv) Fair value of collateral held       
 30-Apr-12 31-Dec-11 31-Dec-10  31-Dec-09 31-Dec-08  31-Dec-07  

 KShs’000 KShs’000 KShs’000  KShs’000 KShs’000 KShs’000 

Against impaired loans 523,121 536,417 515,171 1,366,758 1,208,075 1,489,458 
Against past due but not impaired loans 1,380,463 3,049,531 3,528,248    436,934    2,665,167  3,684,595   

 
The Group holds collateral against loans and advances to customers in the form of cash, residential, commercial and industrial 
property; fixed assets such as plant and machinery; marketable securities; bank guarantees and letters of credit. 
 
The Group also enters into collateralised reverse purchase agreements. Risk mitigation policies control the approval of collateral types. 
Collateral is valued in accordance with the Group’s risk mitigation policy, which prescribes the frequency of valuation for different 
collateral types. The valuation frequency is driven by the level of price volatility of each type of collateral. 
 
Collateral held against impaired loans is maintained at fair value. The valuation of collateral is monitored regularly and is backtested at 
least annually. 
 
Collateral generally is not held over loans and advances to banks, except when securities are held as part of reverse purchase and 
securities borrowing activity. Collateral usually is not held against investment securities, and no such collateral was held as at  
30 April 2012 and 31 December 2011, 2010, 2009, 2008 and 2007. 
 
(v) Loans and advances concentration by sector 

 30-Apr-12 31-Dec-11 31-Dec-10  31-Dec-09 31-Dec-08  31-Dec-07  
Sector KShs’000 KShs’000 KShs’000  KShs’000 KShs’000 KShs’000 
Business services 1,912,433 1,982,141 2,429,748 2,884,390 1,242,656  1,217,341 
Manufacturing 16,208,859 14,147,506 8,557,466 6,546,930 8,308,226 4,997,969 
Wholesale and retail trade 12,032,859 10,986,100 6,722,955 4,173,314 6,081,357 8,166,094 
Transport and communication 15,268,774 21,008,715 9,113,974 4,298,880 5,054,850 4,613,113 
Real estate 7,763,401 7,872,724 6,417,843 4,529,449 4,414,795 3,691,696 
Agriculture  5,544,560 5,315,250 5,283,571 5,173,639 3,968,679 4,828,005 
Energy and water 15,132,895 10,537,871 4,836,403 14,789,068 4,734,770 3,220,663 
Others 27,948,756 25,567,036 18,237,445 15,620,340 11,052,439 10,290,476 
 101,812,537 97,417,343 61,599,405 58,016,010 44,857,772 41,025,357 

 
Credit concentration risk in Wholesale Banking is managed through the use of various concentration dimensions that include industry 
sector, geographic spread, credit rating, customer segment and exposure to single counterparties or groups of related counterparties. 
 
Credit concentration risk in Consumer Banking is managed within exposure limits set for each product segment. These limits are 
reviewed at least annually and are approved by the responsible business and risk officer in accordance with their delegated authority 
level. 

 
(vi)  Loans and advances concentration by business 

 30-Apr-12 31-Dec-11 31-Dec-10  31-Dec-09 31-Dec-08  31-Dec-07  
 KShs’000 KShs’000 KShs’000  KShs’000 KShs’000 KShs’000 

Consumer Banking 36,328,036 32,792,858 24,293,566 18,886,678 15,846,985 13,400,488 
Wholesale Banking   65,484,501 64,624,485 37,305,839 39,129,332 29,010,787 27,624,869 

 101,812,537 97,417,343 61,599,405 58,016,010 44,857,772 41,025,357 
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7 FINANCIAL RISK MANAGEMENT (Continued) 
(a) Credit risk (Continued) 
(vii) Other Financial assets: 
 
Neither past due nor impaired: 

 30-Apr-12 31-Dec-11 31-Dec-10  31-Dec-09 31-Dec-08 31-Dec-07  
 KShs’000 KShs’000 KShs’000  KShs’000 KShs’000 KShs’000 

Cash and balances with Central Bank of Kenya 11,300,676 12,005,054 8,210,822 7,728,872 7,380,062 7,546,063 
Government and other securities held for trading 2,285,319 41,222 3,271,603 2,326,700 1,615,561 2,397,721
Derivative financial instruments 404,535 384,809 283,036 70,040 2,013,917 2,197,918
Loans and advances to banks 6,492,256 2,542,427 3,243,868 1,492,177 1,379,889 199,972
Investment securities 31,106,008 25,012,421 52,161,984 43,473,479 22,273,708 24,848,586
Amounts due from group companies 9,825,151 16,678,067 5,208,201 7,384,694 15,683,293 7,572,774
Other assets – uncleared effects 468,516 428,242 765,044 605,106 2,080,437 4,300,379
 
Settlement risk 
The Group’s activities may give rise to risk at the time of settlement of transactions and trades. Settlement risk is the risk of loss due to 
failure of an entity to honour its obligations to deliver cash, securities or other assets as contractually agreed. 
 
For certain types of transactions the Group mitigates this risk by conducting settlements through a settlement/clearing agent to ensure 
that a trade is settled only when both parties have fulfilled their contractual settlement obligations. Settlement limits form part of the 
credit approval/limit monitoring process described earlier. Acceptance of settlement risk on free settlement trades requires transaction 
specific or counterparty specific approvals from Group Risk. 
 
Derivatives 
The credit risk arising from derivatives is managed as part of the overall lending limits to banks and customers. The amount of credit 
risk is the current positive fair value of the underlying contract together with potential exposures from future market movements. The 
Group further limits its exposures to credit losses in the event of default by entering into master netting agreements with certain market 
counterparties. Exposures are not presented net in the financial statements as in the ordinary course of business they are not intended 
to be settled net. 
 
Where appropriate, derivatives are used to reduce credit risks in the portfolio. Due to their potential impact on income volatility, 
derivatives are only used in a controlled manner and within a pre-defined volatility expectation. 
 
Loans with renegotiated terms 
Loans renegotiated which would otherwise be past due or impaired, continue to be accounted for as non-performing until a minimum 
number of payments have been received under the new terms, after which they are considered to be performing loans. Loans which 
are renegotiated to include concessions that the Group would not ordinarily make will usually be impaired. 
 
Write-off policy 
Where it is considered that there is no realistic prospect of recovering an element of an account against which an impairment provision 
has been raised, then that amount will be written off. The determination is reached after considering information such as the occurrence 
of significant changes in the borrower’s/issuer’s position such that the borrower/issuer can no longer pay the obligation, or that 
proceeds from the collateral will not be sufficient to pay back the entire exposure. 
 
(b) Liquidity risk 
Liquidity risk is the risk that the Group either does not have sufficient resources available to meet all its obligations and commitments as 
they fall due, or can only access these financial resources at excessive cost. The Group’s approach to managing liquidity risk is to 
ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both normal and stressed 
conditions, without incurring unacceptable losses or risking damage to the Group’s reputation. 
 
The Group manages liquidity risk both on a short-term and medium-term basis. In the short-term, the focus is on ensuring that the cash 
flow demands can be met through asset maturities, customer deposits and wholesale funding where required.  In the  medium-term, the 
focus is on ensuring the statement of financial position remains structurally sound. 
ALCO is responsible for ensuring that the Group is self-sufficient and is able to meet all its obligations to make payments as they fall 
due by operating within the set liquidity limits. It also has primary responsibility for compliance with regulations and Group policy and 
maintaining a liquidity crisis contingency plan.  
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7 Financial Risk Management (Continued) 
(b) Liquidity risk (Continued) 
The Group also monitors on a regular basis the advances to deposit ratio. This is defined as the ratio of total loans and advances to 
customers relative to total customer deposits. A low advances to deposit ratio demonstrates that customer deposits exceed customer 
loans resulting from the emphasis placed on generating a high level of stable funding from customers. 
 
The advances to deposits ratio was as follows: 

 30-Apr-12 31-Dec-11 31-Dec-10  31-Dec-09 31-Dec-08  31-Dec-07  
 KShs’000 KShs’000 KShs’000  KShs’000 KShs’000 KShs’000 

Loans and advances to customers 100,393,855 96,097,823 60,336,829 56,694,876 43,298,819 39,468,522 
Deposits from customers 126,422,277 122,323,049 100,504,065 86,773,652 76,898,456 73,840,563 
  

 % % % % % % 
Advances to deposits ratio 79 79 60 65 56 53 

 
The table below analyses financial liabilities into relevant maturity groupings based on the remaining period at 30 April 2012 and  
31 December 2011 to 2007 to the contractual maturity date. 
All figures are in thousands of Kenya Shillings (KShs‘000). 

       

30 April 2012 
Up to 1  
month  

1 – 3  
months 

3 – 12  
months 

1 – 5  
years 

Over 5  
years Total 

       
LIABILITIES       
Deposits from banks 1,389,645 4,178,834 841,595 - - 6,410,074 
Deposits from customers 104,234,135 9,496,610 10,466,015 2,210,931 14,586 126,422,277 
Derivative financial instruments 757,181 - - - - 757,181 
Amounts due to group companies 480,410 2,500,500 1,500,300 2,875,722 1,667,000 9,023,932 
Other liabilities - bills payable 421,739 - - - - 421,739 
At 30 April 2012 107,283,110 16,175,944 12,807,910 5,086,653 1,681,586 143,035,203 

       
 
 
31 December 2011 

Up to 1  
month  

1 – 3  
months 

3 – 12  
months 

1 – 5  
years 

Over 5  
years Total 

       
LIABILITIES       
Deposits from banks 6,642,361 1,096,626 - - - 7,738,987 
Deposits from customers 104,301,616 9,246,503 6,445,978 2,314,236 14,716 122,323,049 
Derivative financial instruments 822,806 - - - - 822,806 
Amounts due to group companies 3,570,094 - 1,017,600 1,899,520 1,696,000 8,183,214 
Other liabilities - bills payable 474,145 - - - - 474,145 
At 31 December 2011 115,811,022 10,343,129 7,463,578 4,213,756 1,710,716 139,542,201 
 

31 December 2010 
Up to 1  
month  

1 – 3  
months 

3 – 12  
months 

1 – 5  
years 

Over 5  
years Total 

       
LIABILITIES       
Deposits from banks 4,200,660 10,000 - 2,020 - 4,212,680 
Deposits from customers 91,654,539 3,182,443 3,693,278 1,973,650 155 100,504,065 
Derivative financial instruments 285,491 - - - - 285,491 
Amounts due to group companies 4,343,915 2,272,883 2,001,374 1,779,785 - 10,397,957 
Other liabilities - bills payable 1,755,709 - - - - 1,755,709 
At 31 December 2010 102,240,314 5,465,326 5,694,652 3,755,455 155 117,155,902 

 
 
31 December 2009 

Up to 1  
month  

1 – 3  
months 

3 – 12  
months 

1 – 5  
years 

Over 5  
years Total 

       
LIABILITIES       
Deposits from banks  10,289,777  242,520 - - - 10,532,297 
Deposits from customers  73,532,061  15,147 298,626 12,637,598 290,220 86,773,652 
Derivative financial instruments     242,930  - - - - 242,930 
Amounts due to group companies    5,719,499  78,791 2,048,373 - - 7,846,663 
Other liabilities - bills payable     291,013  - - - - 291,013 
At 31 December 2009 90,075,280 336,458 2,346,999 12,637,598 290,220 105,686,555 
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7 Financial Risk Management (Continued) 
(c) Market risk (Continued) 
Sensitivity analysis (Continued) 
 
At 31 December 2009 

At 31 
December  Average High Low 

Daily value at risk:     
Foreign exchange risk 2,125 3,719 7,590 1,366
Interest rate risk 86,981 81,365 88,196 72,409
 89,106 85,084 95,786 73,775 
     
At 31 December 2008     
Daily value at risk:     
Foreign exchange risk 1,173 5,239 19,315 547
Interest rate risk 199,957 100,487 132,705 64,593
 201,130 105,726 152,020 65,140 
     
At 31 December 2007     
Daily value at risk:     
Foreign exchange risk 2,935 3,622 25,420 445
Interest rate risk 108,524 100,536 129,451 63,296
 111,459 104,158 154,871 63,741 
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7 Financial Risk Management (Continued) 
(e) Capital management (Continued) 
Capital allocation (Continued) 
The process of allocating capital to specific operations and activities is undertaken independently of those responsible for the operation, 
by Group Market Risk and Group Credit, and is subject to review by the ALCO.  
 
Although maximisation of the return on risk-adjusted capital is the principal basis used in determining how capital is allocated within the 
Group to particular operations or activities, it is not the sole basis used for decision-making. Account also is taken of synergies with 
other operations and activities, the availability of management and other resources, and the fit of the activity with the Group’s longer 
term strategic objectives. The Group’s policies in respect of capital management and allocation are reviewed regularly by the Board of 
Directors. 
 
(f) Compliance and regulatory risk 
Compliance and regulatory risk includes the risk of non-compliance with regulatory requirements. The Compliance function is 
responsible for establishing and maintaining an appropriate framework of Group compliance policies and procedures. Compliance with 
such policies and procedures is the responsibility of all managers. 
 
(g) Legal risk 
Legal risk is the risk of unexpected loss, including reputational loss, arising from defective transactions or contracts, claims being made 
or some other event resulting in a liability or other loss for the Group, failure to protect the title to and ability to control the rights to 
assets of the Group (including intellectual property rights), changes in the law, or jurisdictional risk. The Group manages legal risk 
through the legal function, Legal Risk policies and procedures and effective use of its internal and external lawyers. 

 
(h) Reputational risk 
Reputational risk is the risk of failing to meet the standards of performance or behaviour required or expected by stakeholders in 
commercial activities or the way in which business is conducted. Reputational risks arise as a result of poor management of problems 
occurring in one or more of the primary banking risk areas (Credit, Market, Operational risk areas) and/or from social, ethical or 
environmental risk issues. All members of staff have a responsibility for maintaining the Group’s reputation. 
 
The Group manages reputational risk through the Reputational Risk Committee. 

 
(i) Independent monitoring 
Internal Audit is an independent function that reports to the Board Audit Committee and provides an independent check that Group and 
business standards, policies and procedures are being complied with. Where necessary, corrective action is recommended. 
 
8 Use of Estimates and Judgments 
In determining the carrying amounts of certain assets and liabilities, the Group makes assumptions of the effects of uncertain future 
events on those assets and liabilities at the reporting date. The Group’s estimates and assumptions are based on historical experience 
and expectation of future events and are reviewed periodically. This disclosure excludes uncertainty over future events and judgments 
in respect of measuring financial instruments. Further information about key assumptions concerning the future, and other key sources 
of estimation uncertainty are set out in the notes. 
 
(a) Loan loss provisioning 
(i) Consumer Banking 
An account is considered to be in default when payment is not received on the due date. Accounts that are overdue by more than 30 
days are considered delinquent. These accounts are closely monitored and subject to a collection process. 
 
The process used for recognising impairment provisions is dependent on the product. For mortgages, individual impairment provisions 
(“IIP”) are generally raised at 150 days past due based on the difference between the outstanding amount on the loan and the present 
value of the estimated future cash flows. Loan impairment for other secured loans utilises the forced sale value of the collateral without 
discounting. For unsecured products, individual impairment provisions are recognised for the entire outstanding amount at 150 days 
past due. For all products there are certain accounts, such as cases involving bankruptcy, fraud and death, where the loss recognition 
process is accelerated. 
 
A Portfolio Impairment Provision (“PIP”) is held to cover the inherent risk of losses, which, although not identified, are known through 
experience to be present in the loan portfolio. PIP covers both performing loans and loans overdue for less than 150 days. The 
impairment provision is computed using proxy data from Internal Ratings Based (‘IRB’) portfolios. This proxy is based on the Expected 
Loss (“EL”) of a product after applying judgmental overlays based on regulatory environment and business cycle adjustments based on 
macro-environment, portfolio loss severity, collections and recovery performance trends.  
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8 Use of Estimates and Judgments (Continued) 
(a) Loan loss provisioning (Continued) 
(ii) Wholesale Banking 
The Group’s loan loss provisions are established to recognise incurred impairment losses either on specific loan assets or within a 
portfolio of loans and receivables.  
 
Impairment losses for specific loan assets are assessed either on an individual or on a portfolio basis. Individual impairment losses are 
determined as the difference between the carrying amount and the present value of estimated future cash flows, discounted at the 
loans’ original effective interest rate. Impairment losses determined on a portfolio basis are assessed based on the probability of default 
inherent within the portfolio of impaired loans or receivables. 
 
Estimating the amount and timing of future recoveries involves significant judgment, and considers the level of arrears as well as the 
assessment of matters such as future economic conditions and the value of collateral, for which there may not be a readily accessible 
market. 
 
Loan losses that have been incurred but have not been separately identified at the reporting date are determined on a portfolio basis, 
which takes into account past loss experience and defaults based on portfolio trends. Actual losses identified could differ significantly 
from the impairment provisions reported as a result of uncertainties arising from the economic environment. 
 
(b) Fair value of financial instruments 
Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in an 
arm’s length transaction. 
 
All financial instruments are initially recognised at fair value, which is normally the transaction price. In certain circumstances, the initial 
fair value may be based on a valuation technique which may lead to the recognition of profits or losses at the time of initial recognition. 
However, these profits or losses can only be recognised when the valuation technique used is based solely on observable market 
inputs. 
 
Subsequent to initial recognition, some of the Group’s financial instruments are carried at fair value, with changes in fair value either 
reported within profit or loss or within other comprehensive income until the instrument is sold or becomes impaired. Details of the type 
and classification of the Group’s financial instruments are set out in Note 10 and the accounting policy set out in Note 2.5 to the 
financial statements.  
 
The fair values of quoted financial instruments in active markets are based on current prices. If the market for a financial instrument is 
not active including for unlisted securities, the Group establishes fair value by using valuation techniques. These include the use of 
recent arm’s length transactions, discounted cash flow analysis, option pricing models and other valuation techniques commonly used 
by market participants. 
 
Where representative prices are unreliable because of illiquid markets, the determination of fair value may require estimation of certain 
parameters, which are calibrated against industry standards and observable market data, or the use of valuation models that are based 
on observable market data. 
 
The fair value for the majority of the Group’s financial instruments is based on observable market prices or derived from observable 
market parameters. 
 
Equity investments that do not have observable market prices are fair valued by applying various valuation techniques, such as 
earnings multiples, net assets multiples, discounted cash flows, and industry valuation benchmarks. These techniques are generally 
applied prior to any initial public offering after which an observable market price becomes available. Disposal of such investments are 
generally by market trades or private sales. 
 
(c) Pensions 
Actuarial assumptions are made in valuing future defined benefit obligations and are updated periodically. The principal assumption 
relates to the discount rate. The discount rate is equal to the yield on government securities which have a term to maturity 
approximating that of the related liability, and is potentially subject to significant variation. As a result, there is uncertainty that this 
assumption will continue in the future. 
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8 Use of Estimates and Judgments (Continued) 
 
(d) Useful life of assets 
 
Property and equipment 
Critical estimates are made by management in determining the useful life for property and equipment.  
 
Acquired intangible asset 
Critical estimates are made by management in determining the useful life of the acquired customer relationships giving rise to the 
acquired intangible asset. 
 
(e) Revaluation of items of property and equipment 
Certain items of property and equipment are measured at revalued amounts. The fair value is determined based on the market and cost 
approaches using quoted market prices for similar items when available and replacement cost when appropriate. 
 
 (f) Taxes 
Determining income tax balances involves judgment on the tax treatment of certain transactions. Deferred tax assets are recognised on 
tax losses not yet used and on temporary differences where it is probable that there will be taxable revenue against which these can be 
offset. Management has made judgments as to the probability of tax losses being available for offset at a later date. 
 
(g) Share based payments 
The Group’s employees participate in a number of share based payment schemes operated by Standard Chartered PLC, the ultimate 
holding company of Standard Chartered Bank Kenya Limited and its subsidiaries. Participating employees are awarded ordinary shares 
in Standard Chartered PLC in accordance with the terms and conditions of the relevant scheme.  
 
Equity-settled share awards are recognised as an expense based on their fair value at date of grant. The fair value of equity-settled 
share options is estimated through the use of option valuation models; which require inputs such as risk-free interest rate, expected 
dividends, expected volatility and the expected option life and is expensed over the vesting period. Some of the inputs used, such as 
the expected option life, are not market observable and are based on estimates derived from available data, such as employee exercise 
behaviour. The models utilised, such as the binomial option pricing model, are intended to value options traded in active markets. The 
share options issued by Standard Chartered PLC however have a number of features that make them incomparable to such trade 
options. Using different input estimates or models could produce different option values, which would result in the recognition of higher 
or lower expense. 
 
(h) Valuation of acquired intangible asset 
At the date of acquisition of a business, intangible assets which are deemed separable and that arise from contractual or other legal 
rights are capitalised and included within the net identifiable assets acquired. 
 
Management has determined the fair value of the customer relationships acquired by discounting the future cash flows expected to be 
generated over the useful life determined to be 11 years. 
 
9 Operating Segments 
The Group is organised for management and reporting purposes into two main operating segments: Consumer Banking and Wholesale 
Banking. Wholesale Banking comprises Financial Markets and Origination and Client Coverage. 
 
The Group evaluates segmental performance on the basis of profit or loss before taxation. 
 
The segment results were as follows: 

 
Statement of comprehensive income for the four month 
period ended 30 April 2012  Consumer Banking  Wholesale Banking Total 

  KShs ‘000  KShs ‘000 KShs ‘000 

Net interest income 2,424,625 2,274,278 4,698,903 

Non funded income 818,636 1,786,476 2,605,112 

Operating income 3,243,261 4,060,754 7,304,015 
Operating expenses  (1,537,365) (1,191,022) (2,728,387) 

Net impairment losses on loans and advances (129,771) (45,742) (175,513) 

Profit before taxation 1,576,125 2,823,990 4,400,115 
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9 Operating Segments (Continued) 
 

Statement of comprehensive income for the year ended  
31 December 2011 
 

 Consumer Banking  Wholesale Banking Total 
  KShs ‘000  KShs ‘000 KShs ‘000 
Net interest income 5,170,138 4,681,156 9,851,294 

Non funded income 2,587,229 3,474,988 6,062,217 

Operating income 7,757,367 8,156,144 15,913,511 
Operating expenses (4,047,675) (3,197,962) (7,245,637) 

Net impairment losses on loans and advances (383,330) (29,409) (412,739) 

Profit before taxation 3,326,362 4,928,773 8,255,135 
 

Statement of comprehensive income for the year ended  
31 December 2010  Consumer Banking  Wholesale Banking Total 

  KShs ‘000  KShs ‘000 KShs ‘000 

Net interest income 4,343,587 3,771,977 8,115,564 

Non funded income 2,068,776 3,718,389 5,787,165 

Operating income 6,412,363 7,490,366 13,902,729 

Operating expenses (3,370,930) (2,517,594) (5,888,524) 

Net impairment losses on loans and advances (439,812) 107,491 (332,321) 

Profit before taxation 2,601,621 5,080,263 7,681,884 
 
Statement of comprehensive income for the year ended  
31 December 2009  Consumer Banking  Wholesale Banking Total 

  KShs ‘000  KShs ‘000 KShs ‘000 

Net interest income   3,900,446 3,436,832 7,337,278 

Non funded income   1,825,658 3,083,496 4,909,154 

Operating income   5,726,104  6,520,328 12,246,432 

Operating expenses   (2,855,791) (2,187,258) (5,043,049) 

Net impairment losses on loans and advances     (404,969) (69,967) (474,936) 

Profit before taxation   2,465,344  4,263,103 6,728,447 

Statement of comprehensive income for the year ended  
31 December 2008  Consumer Banking  Wholesale Banking Total 

  KShs ‘000  KShs ‘000 KShs ‘000 

Net interest income   3,514,423 2,362,696 5,877,119 

Non funded income   1,506,155 2,726,796 4,232,951 

Operating income   5,020,578  5,089,492 10,110,070 

Operating expenses   (2,928,462) (2,096,445) (5,024,907) 

Net impairment losses on loans and advances     (284,493) (80,856) (365,349) 

Profit before taxation   1,807,623  2,912,191 4,719,814 
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9 Operating Segments (Continued) 

Statement of comprehensive income for the year ended  
31 December 2007  Consumer Banking Wholesale Banking Total 

  KShs ‘000  KShs ‘000 KShs ‘000 

Net interest income   3,040,017 2,409,598 5,449,615 

Non funded income   1,792,300 2,307,484 
4,099,784 

Operating income   4,832,317  4,717,082 9,549,399 

Operating expenses   (2,656,355) (1,776,837) (4,433,192) 

Net impairment losses on loans and advances     (124,642) (81,377) (206,019) 

Profit before taxation 2,051,320  2,858,868 4,910,188 

 

Statement of financial position as at 30 April 2012 

 
Consumer 

Banking 
KShs ‘000 

Wholesale 
Banking 

KShs ‘000 

 
Unallocated 

KShs ‘000 

 
Total 

KShs ‘000 
Assets  
Segment assets 35,643,567 119,101,192 - 154,744,759
Unallocated assets - - 17,996,441 17,996,441

Total assets 35,643,567 119,101,192 17,996,441 172,741,200 
  
Liabilities and shareholders’ equity     
Segment liabilities 70,662,363 71,951,101 - 142,613,464
Unallocated liabilities - - 30,127,736 30,127,736
Inter-segment lending (35,018,796) 47,150,091 (12,131,295) -

Total liabilities and shareholders’ equity 35,643,567 119,101,192 17,996,441 172,741,200 
  
Other segment items:     
Depreciation and amortisation 56,231 163,303 82,707 302,241 
Capital expenditure 21,143 5,825 177,779 204,747 
  
Statement of financial position as at 31 December 2011 Consumer 

Banking 
Wholesale 

Banking 
 

Unallocated 
 

Total 
 KShs ‘000 KShs ‘000 KShs ‘000 KShs ‘000 
Assets  
Segment assets 32,154,669 112,971,587 - 145,126,256
Unallocated assets - - 18,920,368 18,920,368
 
Total assets 32,154,669 112,971,587 18,920,368 164,046,624 
  
Liabilities and shareholders’ equity  
Segment liabilities 69,960,047 69,108,009 - 139,068,056
Unallocated liabilities - - 24,978,568 24,978,568
Inter-segment lending (37,805,378) 43,863,578 (6,058,200) -
 
Total liabilities and shareholders’ equity 32,154,669 112,971,587 18,920,368 164,046,624 
  
Other segment items:  
Depreciation and amortisation 147,581 419,925 143,633 711,139 
Capital expenditure 226,445 52,230 2,733,830 3,012,505 
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9 Operating Segments (Continued) 

Statement of financial position as at 31 December 2010 Consumer 
Banking 

Wholesale 
Banking 

 
Unallocated 

 
Total 

 KShs ‘000 KShs ‘000 KShs ‘000 KShs ‘000 
Assets  
Segment assets 23,727,471 105,510,847 - 129,238,318
Unallocated assets - - 13,507,931 13,507,931
 
Total assets 23,727,471 105,510,847 13,507,931 142,746,249 
  
Liabilities and shareholders’ equity     
Segment liabilities 64,063,845 52,422,554 - 116,486,399
Unallocated liabilities - - 26,259,850 26,259,850
Inter-segment lending (40,336,374) 53,088,293 (12,751,919) -
 
Total liabilities and shareholders’ equity 23,727,471 105,510,847 13,507,931 142,746,249 
  
Other segment items:  
Depreciation and amortisation 109,085 97,760 95,428 302,273 
Redundancy provision - - 15 15 
Goodwill - 1,112,111 - 1,112,111 
Acquired intangible asset - 3,707,038 - 3,707,038 
Capital expenditure 98,094 984 1,359,248 1,458,326 

 
Statement of financial position as at 31 December 2009 Consumer 

Banking 
Wholesale 

Banking 
 

Unallocated 
 

Total 
 KShs ‘000 KShs ‘000 KShs ‘000 KShs ‘000 
Assets  
Segment assets 18,418,449 93,023,517 - 111,441,966
Unallocated assets - - 12,337,006 12,337,006
 
Total assets 18,418,449 93,023,517 12,337,006 123,778,972 
  
Liabilities and shareholders’ equity  
Segment liabilities 55,006,669 50,388,873 - 105,395,542
Unallocated liabilities - - 18,383,430 18,383,430
Inter-segment lending (36,588,220) 42,634,644 (6,046,424) -
 
Total liabilities and shareholders’ equity 18,418,449 93,023,517 12,337,006 123,778,972 
  
Other segment items:  
Depreciation and amortisation 112,468 21,526 163,589 297,583 
Redundancy provision (27,916) - - (27,916) 
Capital expenditure 163,741 3,543 953,638 1,120,922 
  
Statement of financial position as at 31 December 2008 Consumer 

Banking 
Wholesale 

Banking 
 

Unallocated 
 

Total 
 KShs ‘000 KShs ‘000 KShs ‘000 KShs ‘000 
Assets  
Segment assets 15,413,767 70,851,420 - 86,265,187
Unallocated assets - - 12,754,384 12,754,384
 
Total assets 15,413,767 70,851,420 12,754,384 99,019,571 
  
Liabilities and shareholders’ equity     
Segment liabilities 49,185,192 34,353,977 - 83,539,169
Unallocated liabilities - - 15,480,402 15,480,402
Inter-segment lending (33,771,425) 36,497,443 (2,726,018) -
 
Total liabilities and shareholders’ equity 15,413,767 70,851,420 12,754,384 99,019,571 
  
Other segment items:  
Depreciation and amortisation 80,725 14,775 117,386 212,886 
Redundancy provision 103,260 - - 103,260 
Capital expenditure 238,898 27,062 134,584 400,544 
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9 Operating Segments (Continued) 

     
Statement of financial position as at 31 December 2007 Consumer 

Banking 
Wholesale 

Banking 
 

Unallocated 
 

Total 
 KShs ‘000 KShs ‘000 KShs ‘000 KShs ‘000 
Assets  
Segment assets 13,015,492 63,670,001 - 76,685,493
Unallocated assets - - 14,436,449 14,436,449
 
Total assets 13,015,492 63,670,001 14,436,449 91,121,942 
  
Liabilities and shareholders’ equity     
Segment liabilities 47,268,601 28,998,953 - 76,267,554
Unallocated liabilities - - 14,854,388 14,854,388
Inter-segment lending (34,253,109) 34,671,048 (417,939) -
 
Total liabilities and shareholders’ equity 13,015,492 63,670,001 14,436,449 91,121,942 
  
Other segment items:     
Depreciation and amortisation 86,579 82,159 - 168,738 
Capital expenditure 100,551 89,168 150,764 340,483 
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10 Financial Assets and Liabilities (Continued) 
(a) Accounting classifications and fair values (Continued) 
 
The following sets out the Group’s basis of establishing fair value of the financial instruments: 

Derivative financial instruments and government securities held for trading 
Derivative financial instruments and government securities held for trading are measured at fair value as set out in Notes 11.13 and 
2.5(j) respectively. 

Cash and balances with Central Bank of Kenya 
Cash and bank balances are measured at amortised cost. The fair value of cash and bank balances with the Central Bank of Kenya 
approximates their carrying amount. 
 
Deposits and advances to banks 
The fair value of floating rate placements and overnight deposits approximates their carrying amounts. The estimated fair value of fixed 
interest bearing deposits is based on discounted cash flows using the prevailing money market rates for debts with similar credit risk 
and remaining maturity. 
 
Loans and advances to customers 
Loans and advances to customers are net of provisions for impairment. The estimated fair value of loans and advances represents the 
discounted amount of future cash flows expected to be received, including assumptions relating to prepayment rates. Expected cash 
flows are discounted at current market rates to determine fair value. A substantial proportion of loans and advances reprice within 12 
months and hence the fair value approximates their carrying amounts.  
 
Investment securities 
Investment securities with observable market prices, including debt and equity securities are fair valued using that information. Debt 
securities that do not have observable market data are fair valued by either discounting cash flows using prevailing market rates for 
debts with a similar credit risk and remaining maturity or using quoted market prices for securities with similar credit risk maturity and 
yield characteristics. 
 
Deposits from banks and customers 
The estimated fair value of deposits with no stated maturity is the amount repayable on demand. The estimated fair value of fixed 
interest bearing deposits without quoted market prices is based on discounting cash flows using the prevailing market rates for debts 
with a similar credit risk and remaining maturity. 
 
A substantial proportion of deposits mature within 6 months and hence the fair value approximates their carrying amounts. 
 
(b) Valuation hierarchy 
The valuation hierarchy, and types of instruments classified into each level within that hierarchy, is set out below: 
 

 
Level 1 Level 2 Level 3 

Fair value determined 
using: 

Unadjusted quoted prices in an 
active market for identical 
assets and liabilities. 

Valuation models with directly 
or indirectly market observable 
inputs. 

Valuation models using 
significant non-market 
observable inputs. 

Types of financial assets: Actively traded government and 
other agency securities. 
Listed derivative instruments. 
Listed equities. 

Corporate and other 
government bonds and loans. 
Over-the-counter (OTC) 
derivatives. 

Corporate bonds in illiquid 
markets. 
Highly structured OTC 
derivatives with unobservable 
parameters. 

Types of financial liabilities: Listed derivative instruments. Over-the-counter (OTC) 
derivatives. 

Highly structured OTC 
derivatives with unobservable 
parameters. 
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10 Financial Assets and Liabilities (Continued) 
(b) Valuation hierarchy (Continued) 
 

The tables below show the classification of financial instruments held at fair value into the valuation hierarchy set out below for the 
period ended 30 April 2012, years ended 31 December 2011, 2010, 2009, 2008 and 2007: 

 
At 30 April 2012  Level 1  Level 2 Level 3 Total  
  KShs‘000  KShs‘000 KShs‘000 KShs‘000 
Assets     
Government and other securities for trading - 2,264,870 20,449 2,285,319 
Derivative financial instruments - 404,535 - 404,535 
Investment securities - 31,106,008 - 31,106,008 
Total assets - 33,775,413 20,449 33,795,862 
     
Liabilities     
Derivative financial instruments - 757,181 - 757,181 
Total liabilities - 757,181 - 757,181 
     
At 31 December 2011  Level 1  Level 2 Level 3 Total  
  KShs‘000  KShs‘000 KShs‘000 KShs‘000 
Assets     
Government and other securities for trading - - 41,222 41,222 
Derivative financial instruments - 384,809 - 384,809 
Investment securities - 25,012,421 - 25,012,421 
Amounts due from group companies 23,924 347,148 - 371,072 
Total assets 23,924 25,744,378 41,222 25,809,524 
     
Liabilities     
Derivative financial instruments - 822,806 - 822,806 
Amounts due to group companies 345,942 498,747 - 844,689 
Total liabilities 345,942 1,321,553 - 1,667,495 
     
At 31 December 2010  Level 1  Level 2 Level 3 Total  
  KShs‘000  KShs‘000 KShs‘000 KShs‘000 
Assets     
Government and other securities for trading - 3,187,030 84,573 3,271,603 
Derivative financial instruments - 283,036 - 283,036 
Investment securities - 52,161,984 - 52,161,984 
Amounts due from group companies 16,148 130,617 - 146,765 
Total assets 16,148 55,762,667 84,573 55,863,388 
     
Liabilities     
Derivative financial instruments - 285,491 - 285,491 
Amounts due from group companies 85,024 193,577 - 278,601 
Total liabilities 85,024 479,068 - 564,092 
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10 Financial Assets and Liabilities (Continued) 
(b) Valuation hierarchy (Continued) 

 
At 31 December 2009  Level 1  Level 2 Level 3 Total  
  KShs‘000  KShs‘000 KShs‘000 KShs‘000 
Assets     
Government and other securities for trading  -    2,326,700  -     2,326,700  
Derivative financial instruments  -       70,040  -        70,040  
Investment securities  -   41,192,894    41,192,894  
Amounts due from group companies         32,708      371,944  -       404,652  
Total assets         32,708    43,961,578   -    43,994,286  
     
Liabilities     
Derivative financial instruments  -      242,930  -       242,930  
Amounts due to group companies         37,443      318,957  -       356,400  
Total liabilities         37,443       561,887   -       599,330  
     
At 31 December 2008  Level 1  Level 2 Level 3 Total  
  KShs‘000  KShs‘000 KShs‘000 KShs‘000 
Assets     
Government and other securities for trading  -    1,615,561  -     1,615,561  
Derivative financial instruments  -    2,013,917  -     2,013,917  
Investment securities        161,188   19,335,474  -    19,496,662  
Total assets        161,188    22,964,952   -    23,126,140  

 
Liabilities     
Derivative financial instruments  -    3,696,116  -     3,696,116  
Total liabilities  -     3,696,116   -     3,696,116  
     
At 31 December 2007  Level 1  Level 2 Level 3 Total  
  KShs‘000  KShs‘000 KShs‘000 KShs‘000 
Assets     
Government and other securities for trading              -  2,397,721           -   2,397,721   
Derivative financial instruments              -  2,197,918           -   2,197,918   
Investment securities 252,702  19,592,751            -   19,845,453   
Amounts due from group companies 369,857  88,820            -   458,677  
Total assets 622,559   24,277,210             -   24,899,769   

  
Liabilities     
Derivative financial instruments              -  1,821,594            -   1,821,594   
Amounts due to group companies 157,544  93,111            -   250,655   
Total liabilities 157,544   1,914,705             -   2,072,249   

 

 
30-Apr-12 31-Dec-11 31-Dec-10  31-Dec-09 31-Dec-08  31-Dec-07  
KShs’000 KShs’000 KShs’000 KShs’000 KShs’000 KShs’000 

11.1  INTEREST INCOME    

Loans and advances to customers 5,260,406 9,538,055 5,953,424 5,733,069  4,709,243 4,067,504
Loans and advances to banks 67,275 263,286 130,846 595,089  547,853 517,040
Investment securities:   

 Held-to-maturity 23,504 144,517 171,003 196,616  282,770 502,518
 Available-for-sale 1,059,750 2,039,303 3,480,221 2,766,261  1,815,290 1,747,784

Accrued on impaired assets (Discount unwind)     10,502 26,092 42,195 56,440  90,310 142,229
  6,421,437 12,011,253 9,777,689 9,347,475  7,445,466 6,977,075 
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11.13 DERIVATIVE FINANCIAL INSTRUMENTS  
Derivatives are financial instruments that derive their value in response to changes in interest rates, financial instrument prices, commodity prices, 
foreign exchange rates, credit risk and indices. The types of derivatives used by the Group are set out below. 
 
All derivatives are recognised and subsequently measured at fair value, with all revaluation gains and losses recognised in profit or loss. 
 
These tables analyse the notional principal amounts and the positive (assets) and negative (liabilities) fair values of the Group’s derivative financial 
instruments. Notional principal amounts are the amount of principal underlying the contract at the reporting date. 
 

 Notional principal amounts Assets Liabilities 
30 April 2012 KShs ‘000 KShs ‘000 KShs ‘000 
Interest rate and cross currency derivative contracts 9,101,033 404,535 757,181 
Forward exchange contracts 46,843,292 - - 
Commodity derivative contracts   - - - 
 55,944,325 404,535 757,181 

    
31 December 2011    
Interest rate and cross currency derivative contracts 9,991,989 384,809 777,604 
Forward exchange contracts 44,733,058 - - 
Commodity derivative contracts   - - 45,202 
 54,725,047 384,809 822,806 
    
31 December 2010  
Interest rate and cross currency derivative contracts 9,178,284 280,278 182,311 
Forward exchange contracts 19,830,006 2,758 2,099 
Commodity derivative contracts   - - 101,081 
 29,008,290 283,036 285,491 
  
31 December 2009    
Interest rate and cross currency derivative contracts 5,291,654 70,040 146,470 
Forward exchange contracts 19,148,390 - - 
Commodity derivative contracts   - - 96,460 
 24,440,044 70,040 242,930 
    
31 December 2008    
Interest rate and cross currency derivative contracts 30,753,563 410,807 2,093,006 
Forward exchange contracts - - - 
Commodity derivative contracts   - 1,603,110 1,603,110 
 30,753,563 2,013,917 3,696,116 
    
31 December 2007  
Interest rate and cross currency derivative contracts 19,726,818  369,858   157,544  
Forward exchange contracts 7,077,706 1,636,478 1,492,696 
Commodity derivative contracts    - 191,582  171,354 
 26,804,524   2,197,918   1,821,594   

 
11.14 LOANS AND ADVANCES TO BANKS 

 30-Apr-12 31-Dec-11 31-Dec-10  31-Dec-09 31-Dec-08  31-Dec-07 
 KShs’000 KShs’000 KShs’000  KShs’000 KShs’000  KShs’000 
Loans and advances to local banks 6,258,437 1,936,706 3,111,053 1,450,000 301,135 507 
Loans and advances to foreign banks  233,819 605,721 132,815 42,177 1,078,754 199,465 

 6,492,256 2,542,427 3,243,868 1,492,177 1,379,889 199,972 

Weighted average effective interest rate 14.83% 20.07% 4.84% 9.48% 6.50% 7.45% 
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11.18 BUSINESS COMBINATION (Continued) 
 

Contribution from the acquisition: 30-Apr-12 31-Dec-11 31-Dec-10 31-Dec-09 31-Dec-08 31-Dec-07 
 KShs'000  KShs'000  KShs'000  KShs'000  KShs'000  KShs'000 
       

Operating income 350,224 891,700 163,958 - - -
Profit/(loss) before taxation 169,689 372,523 (64,398) - - -
Acquisition costs - 17,000 120,000 - - -

  
The goodwill is attributable mainly to the customer relationships acquired, value of the acquired work force and leveraged synergies 
within the Pan-African businesses and geographies. None of the goodwill recognised is expected to be deductible for income tax 
purposes. 
 
The goodwill is wholly attributable to the Securities Services department of the Bank. 

 
11.19 NON-CURRENT ASSET HELD FOR SALE 

 30-Apr-12 31-Dec-11 31-Dec-10 31-Dec-09 31-Dec-08  31-Dec-07 
 KShs'000  KShs'000   KShs'000   KShs'000   KShs'000   KShs'000  

At 1 January  57,724 334,770 - - - - 
Transfer from property and equipment (Note 11.20) -      62,996  243,750            -           -           -  
Transfer from prepaid operating lease rentals    
(Note 11.22)  -            563            91,020            -             -            -  
Disposals (6,196) (340,605) - - - - 

At 30 April and 31 December 51,528       57,724        334,770             -            -            -   

 
11.20  PROPERTY AND EQUIPMENT 
 

30 April 2012:  Freehold  Buildings on  Fixtures,   Capital   
   land and  leasehold  fittings and  Motor  work in   
   buildings  land  equipment  vehicles  progress  Total 
   KShs'000  KShs'000  KShs'000  KShs'000  KShs'000  KShs'000 
Cost or valuation:        
At 1 January 2012 150,000 1,338,734 4,419,517 16,370 169,474 6,094,095
Additions  - 452 - 8,452 94,939 103,843
Transfers  - - 204,747 - (204,747) -
At 30 April 2012  150,000 1,339,186 4,624,264 24,822 59,666 6,197,938 
  
Depreciation:        
At 1 January 2012 400 4,213 2,020,636 13,079 - 2,038,328
Charge for the period  533 5,617 159,359 2,183 - 167,692
At 30 April 2012     933 9,830 2,179,995 15,262 - 2,206,020 
Net book value: 
At 30 April 2012 149,067 1,329,356 2,444,269 9,560 59,666 3,991,918 

 
31 December 2011:  Freehold  Buildings on  Fixtures,   Capital   
   land and  leasehold  fittings and  Motor  work in   
   buildings  land  equipment  vehicles  progress  Total 
   KShs'000  KShs'000  KShs'000  KShs'000  KShs'000  KShs'000 
Cost or valuation:        
At 1 January 2011 100,000 463,250 2,494,769 16,370 2,462,707 5,537,096
Additions  - - - - 719,272 719,272
Transfer to non-current asset for sale (Note 11.19) - (68,000) - - - (68,000)
Transfers - 664,967 2,347,538 - (3,012,505) -
Revaluation surplus 50,000 278,517 - - - 328,517
Disposals  - - (422,790) - - (422,790)
At 31 December 2011 150,000 1,338,734 4,419,517 16,370 169,474 6,094,095 
  
Depreciation:  
At 1 January 2011 2,025 52,464 2,130,515 10,755 - 2,195,759
Transfer to non-current asset for sale (Note 11.19) - (5,004) - - - (5,004)
Charge for the year 1,075 26,948 311,510 2,324 - 341,857
Depreciation written back on revaluation  (2,700) (70,195) - - - (72,895)
Disposals - - (421,389) - - (421,389)
At 31 December 2011 400 4,213 2,020,636 13,079 - 2,038,328 
Net book value: 
At 31 December 2011 149,600 1,334,521 2,398,881 3,291 169,474 4,055,767 
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11.20 PROPERTY AND EQUIPMENT (Continued) 
 
31 December 2010:  Freehold  Buildings on  Fixtures,   Capital   
   land and  leasehold  fittings and  Motor  work in   
   buildings  land  equipment  vehicles  progress  Total 
   KShs'000  KShs'000  KShs'000  KShs'000  KShs'000  KShs'000 
Cost or valuation:        
At 1 January 2010 100,000 713,250 2,585,228 13,522 1,092,100 4,504,100
Additions  - - 69,668 6,970 1,370,607 1,447,245
Transfer to non-current asset for sale (Note 11.19) - (250,000) - - - (250,000)
Disposals  - - (160,127) (4,122) - (164,249)
At 31 December 2010 100,000 463,250 2,494,769 16,370 2,462,707 5,537,096 
   
Depreciation:  
At 1 January 2010 1,125 35,397 2,112,642 11,171 - 2,160,335
Transfer to non-current asset for sale (Note 11.19) - (6,250) - - - (6,250)
Charge for the year 900 23,317 177,583 3,706 - 205,506
On disposals  - - (159,710) (4,122) - (163,832)
At 31 December 2010 2,025 52,464 2,130,515 10,755 - 2,195,759 
Net book value: 
At 31 December 2010 97,975 410,786 364,254 5,615 2,462,707 3,341,337 

 
 
31 December 2009:  Freehold  Buildings on  Fixtures,   Capital   
   land and  leasehold  fittings and  Motor  work in   
   buildings  land  equipment  vehicles  progress  Total 
   KShs'000  KShs'000  KShs'000  KShs'000  KShs'000  KShs'000 
Cost or valuation:        
At 1 January 2009 100,000 713,250 2,478,028 13,522 286,261 3,591,061
Additions  - - 300,449 - 820,473 1,120,922
Transfers  - - 14,634 - (14,634) -
Disposals  - - (207,883) - - (207,883)
At 31 December 2009 100,000 713,250 2,585,228 13,522 1,092,100 4,504,100 
  
Depreciation  
At 1 January 2009        225 7,080 2,063,102 8,038 - 2,078,445
Charge for the year 900 28,317 257,316 3,133 - 289,666
On disposals - - (207,776) - - (207,776)
At 31 December 2009 1,125 35,397 2,112,642 11,171 - 2,160,335 
Net book value 
At 31 December 2009       98,875         677,853        472,586           2,351        1,092,100     2,343,765 

     
31 December 2008:  Freehold  Buildings on  Fixtures,   Capital   
   land and  leasehold  fittings and  Motor  work in   
   buildings  land  equipment  vehicles  progress  Total 
   KShs'000  KShs'000  KShs'000  KShs'000  KShs'000  KShs'000 
Cost or valuation:        
At 1 January 2008 85,000 505,316 2,172,107 13,522 205,456 2,981,401
Additions - - 304,112 - 96,432 400,544
Transfers  - - 15,627 - (15,627) -
Revaluation surplus  15,000 207,934 - - - 222,934
Disposals  - - (13,818) - - (13,818)
At 31 December 2008 100,000 713,250 2,478,028 13,522 286,261 3,591,061 
  
Depreciation         
At 1 January 2008      2,025 35,188 1,884,250 4,905 - 1,926,368
Charge for the year 900 18,809 190,044 3,133 - 212,886
Depreciation written back on revaluation (2,700) (46,917) - - - (49,617)
On disposals          -             -        (11,192)             - - (11,192)
At 31 December 2008 225 7,080 2,063,102 8,038 - 2,078,445 
Net book value: 
At 31 December 2008      99,775         706,170        414,926           5,484         286,261     1,512,616 
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11.20 PROPERTY AND EQUIPMENT (Continued) 

 

31 December 2007:  Freehold  Buildings on  Fixtures,   Capital   
   land and  leasehold  fittings and  Motor  work in   
   buildings  land  equipment  vehicles  progress  Total 
   KShs'000  KShs'000  KShs'000  KShs'000  KShs'000  KShs'000 
Cost or valuation:        
At 1 January 2007 85,000 505,316 2,027,779 6,183 26,899 2,651,177
Additions  - - 134,524 9,400 196,559 340,483
Transfers  - - 18,002 - (18,002) -
Disposals  - - (8,198) (2,061) - (10,259)
At 31 December 2007     85,000        505,316       2,172,107         13,522      205,456     2,981,401 
        
Depreciation         
At 1 January 2007 1,125 19,549 1,752,394 6,054 - 1,779,122
Charge for the year  900 15,639 139,115 912 - 156,566
On disposals  - - (7,259) (2,061) - (9,320)
At 31 December 2007      2,025 35,188 1,884,250 4,905 - 1,926,368 
Net book value: 
At 31 December 2007      82,975         470,128 287,857           8,617         205,456     1,055,033 

 30-Apr-12 31-Dec-11 31-Dec-10 31-Dec-09 31-Dec-08 31-Dec-07 
 KShs'000  KShs'000  KShs'000  KShs'000  KShs'000  KShs'000 
       

Gross value of assets fully depreciated 1,536,828 1,534,270 1,761,846 1,547,893 1,587,227 1,481,729 
Notional depreciation on fully depreciated 
assets  205,817 619,064 649,162 549,790 403,999 384,142 
 
There were no idle assets as at 30 April 2012, 31 December 2011, 2010, 2009, 2008 and 2007. 
 
Capital work in progress relates to the ongoing branch expansion and refurbishment. 
 
Freehold land and buildings were revalued on an open market basis by Lloyd Masika Limited, a firm of professional valuers as at 30 
September 2011. The book values of the properties were adjusted to the revaluations, and the resulting surplus, net of deferred tax, 
was credited to the revaluation reserve.  
 
Freehold land and buildings are revalued every three years. 
 
In the opinion of the directors, the fair value of the freehold land and buildings has not changed significantly since the revaluation at  
30 September 2011. 
 
There were no capitalised borrowing costs related to the acquisition of property and equipment during the period to 30 April 2012, years 
ended 31 December 2011, 2010, 2009, 2008 and 2007. 
 
 
11.21 INTANGIBLE ASSETS 
 

Four month period ended 30 April 2012 

Acquired intangible Capitalised 

asset Goodwill software Total 

Cost KShs‘000 KShs‘000 KShs‘000 KShs‘000 

At 1 January and 30 April 3,707,038 1,112,111 196,893 5,016,042 

Amortisation 
At 1 January 449,662 - 193,073 642,735 
Charge for the period/year 131,852 - 1,176 133,028 

At 30 April 581,514 - 194,249 775,763 

Net carrying amount at 30 April 3,125,524 1,112,111 2,644 4,240,279 
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11.21 INTANGIBLE ASSETS (Continued) 
 

Year ended 31 December 2011 

Acquired intangible Capitalised 
asset Goodwill software Total 

Cost KShs‘000 KShs‘000 KShs‘000 KShs‘000 

At 1 January and 31 December 3,707,038 1,112,111 196,893 5,016,042 

Amortisation 
At 1 January 86,352 - 190,009 276,361 
Charge for the year 363,310 - 3,064 366,374 

At 31 December 449,662 - 193,073 642,735 

Net carrying amount at 31 December 3,257,376 1,112,111 3,820 4,373,307 
 
 
 Year ended 31 December 2010 

Acquired intangible Capitalised 
asset Goodwill software Total 

Cost KShs‘000 KShs‘000 KShs‘000 KShs‘000 

At 1 January - - 185,812 185,812 
Additions (Note 11.18) 3,707,038 1,112,111 11,081 4,830,230 

At 31 December 3,707,038 1,112,111 196,893 5,016,042 

Amortisation 
At 1 January - - 182,510 182,510 
Charge for the year 86,352 - 7,499 93,851 

At 31 December 86,352 - 190,009 276,361 

Net carrying amount at 31 December 3,620,686 1,112,111 6,884 4,739,681 

Year ended 31 December 2009 

Acquired intangible Capitalised 
asset Goodwill software Total 

Cost KShs‘000 KShs‘000 KShs‘000 KShs‘000 

At 1 January - - 610,368 610,368 
Disposals - - (424,556) (424,556) 

At 31 December - - 185,812 185,812 
Amortisation 
At 1 January - - 603,764 603,764 
Charge for the year - - 3,302 3,302 
Disposals   (424,556)   (424,556) 

At 31 December - - 182,510 182,510 

Net carrying amount at 31 December - - 3,302 3,302 
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11.21 INTANGIBLE ASSETS (Continued) 
The key assumptions described above may change as economic and market conditions change. Management believes that reasonably possible 
changes in these assumptions are not expected to cause the recoverable amount of the unit to decline below the carrying amount. 

11.22 PREPAID OPERATING LEASE RENTALS      
 30-Apr-12 31-Dec-11 31-Dec-10 31-Dec-09 31-Dec-08 31-Dec-07 
Cost  KShs'000  KShs'000   KShs'000   KShs'000   KShs'000   KShs'000  

At 1 January 131,804 138,541 245,408 245,437 245,437 245,437 
Additions 157,469 - - - - - 
Transfer to non-current asset 
held for sale  
(Note 11.19) - (6,737) (106,867) - - - 
Disposals   - - (29) - - 
At 30 April and 31 December 289,273 131,804 138,541 245,408 245,437 245,437 
       
Amortisation        
At 1 January  24,762 28,028 40,959 36,358 31,742 27,126 
Transfer to non-current asset 
held for sale  
(Note 11.19) - (6,174) (15,847) - - - 
Charge for the period/year  1,521 2,908 2,916 4,615 4,616 4,616 
Disposals  - - - (14) - - 
At 30 April and 31 December  26,283 24,762 28,028 40,959 36,358 31,742 
Net carrying amount at 30 April  
and 31 December  262,990 107,042 110,513 204,449 209,079 213,695 

 
11.23 DEFERRED TAX ASSET/(LIABILITY) 
The net deferred tax asset/liability at 30 April 2012, 31 December 2011, 2010, 2009, 2008 and 2007 are attributable to the following: 

At 30 April 2012           
Asset/(liability)            

 
At 1 January  

KShs ‘000 

 Profit or loss 
current year 

 KShs ‘000 

Profit or 
loss prior 

year  
KShs ‘000 

Recognised 
on business 
combination 

KShs ‘000 

Other 
comprehensive 

income  
KShs ‘000 

At 30 April  
KShs ‘000 

Tax losses in subsidiaries 
 

2,776 
 

(1,003) 
 

- 
 

- 
 

- 1,773 
Property and equipment  166,003 (46,396) - - - 119,607 
Acquired intangible asset (977,213) 39,556 - - - (937,657) 
Portfolio impairment provision  192,662 18,055 - - - 210,717 
Revaluation surplus  (190,956) 919 - - - (190,037) 
Fair value reserve 992,616 - - - (466,365) 526,251 
Accrued interest  90,963 81,264 - - - 172,227 
Other provisions  35,553 376 - - - 35,929 
Retirement benefit obligations  14,700 (6,900) - - - 7,800 

  327,104 85,871 - - (466,365) (53,390) 
 

At 31 December 2011           
Asset/(liability)            

 
At 1 January 

KShs ‘000 

Profit or loss 
current year 

 KShs ‘000  

Profit or loss 
prior year  
KShs ‘000 

Recognised 
on business 
combination  

KShs ‘000 

Other 
comprehensive 

income  
KShs ‘000  

At 31 December 
KShs ‘000 

Tax losses in subsidiaries 2,654 122 - - - 2,776 
Property and equipment  204,052   (38,049) - - - 166,003 
Acquired intangible asset (1,086,206) 108,993 - - - (977,213) 
Portfolio impairment provision  158,412  34,250 - - - 192,662 
Revaluation surplus  (107,712) 21,370 - -  (104,614)   (190,956) 
Fair value reserve (379,913) - - - 1,372,529 992,616 
Accrued interest  48,615  42,348 - - - 90,963 
Other provisions  12,049   23,504 - - - 35,553 
Retirement benefit obligations  49,523  (34,823) - - - 14,700 

  (1,098,526)  157,715  - - 1,267,915 327,104  
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11.23 DEFERRED TAX SSET/(LIABILITY) (Continued) 

 
At 31 December 2010       

   
  

Asset/(liability)        
   

  

 
At 1 January 

KShs ‘000 

Profit or loss  
current year 

 KShs ‘000  

Profit or loss 
prior year  
KShs ‘000 

Recognised 
on business 
combination  

KShs ‘000 

 Other 
comprehensive 

income  
KShs ‘000  

At 31 December 
KShs ‘000 

Tax losses in subsidiaries 3,826         (1,172)             -            -              -   2,654 
Property and equipment         191,134          12,918             -            -              -      204,052 
Acquired intangible asset  - 25,905             -   (1,112,111)              -    (1,086,206) 
Portfolio impairment provision        170,093        (11,681)             -            -              -       158,412 
Revaluation surplus        (112,974)          5,262             -            -              -      (107,712) 
Fair value reserve       (285,555)            -              -            -        (94,358)    (379,913) 
Accrued interest         68,171         (19,556)             -            -              -        48,615 
Redundancy provision           2,086         (2,086)             -            -              -          - 
Other provisions  7,411            4,638             -            -              -        12,049 
Retirement benefit obligations          36,424          13,099             -            -              -        49,523 

          80,616         27,327             -   
   

(1,112,111)         (94,358) 
   

(1,098,526) 
 

At 31 December 2009          
Asset/(liability)           

 
 At 1 January 

KShs ‘000 

Profit or loss 
current year 

 KShs ‘000 

Profit or loss 
prior year  
KShs ‘000 

Recognised 
on business 
combination  

KShs ‘000 

Other 
comprehensive 

income  
KShs ‘000  

At 31 December 
KShs ‘000 

Tax losses in subsidiaries 7,122         (3,296)             -            -              -   3,826 
Property and equipment         153,459          37,675             -            -              -      191,134 
Portfolio impairment provision         127,244          42,849             -            -              -      170,093 
Revaluation surplus        (118,608)          5,634             -            -              -     (112,974) 
Fair value reserve        (20,045)            -              -            -        (265,510)   (285,555) 
Accrued interest          54,206          13,965             -            -              -       68,171 
Redundancy provision          30,978         (28,892)             -            -              -        2,086 
Other provisions              -            7,411             -            -              -        7,411 
Retirement benefit obligations          40,502          (4,078)             -            -              -       36,424 

          274,858          71,268              -               -           (265,510)       80,616  
 

At 31 December 2008       

Asset/(liability)        

 
At 1 January 

KShs ‘000 

Profit or loss 
current year 

 KShs ‘000 

Profit or loss 
prior year  
KShs ‘000 

Recognised 
on business 
combination  

KShs ‘000 

Other 
comprehensive 

income  
KShs ‘000  

At 31 December 
KShs ‘000 

Tax losses in subsidiaries           8,768          (1,036)          (610)           -              -          7,122 
Property and equipment        130,559          22,722           178           -              -      153,459 
Portfolio impairment provision          96,818          30,426             -            -              -      127,244 
Revaluation surplus         (46,148)          2,713             -            -  (75,173)   (118,608) 
Fair value reserve         (25,995)            -              -            -           5,950     (20,045) 
Accrued interest          53,360            846             -            -              -       54,206 
Redundancy provision              -           30,978             -            -              -       30,978 
Retirement benefit obligations          13,590          26,912             -            -              -       40,502 

         230,952         113,561           (432)           -         (69,223)    274,858  
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11.23 DEFERRED TAX SSET/(LIABILITY) (Continued) 

At 31 December 2007       
Asset/(liability)            

 
 At 1 January  

KShs ‘000 

 Profit or loss 
current year 

 KShs ‘000 

 Profit or loss 
prior year  
KShs ‘000 

Recognised 
on business 
combination  

KShs ‘000 

 Other 
comprehensive 

income  
KShs ‘000  

At 31 December 
KShs ‘000 

Tax losses in subsidiaries        9,533            (765)             -           -            -         8,768 
Property and equipment     118,832          11,727             -             -            -       130,559 
Portfolio impairment provision       71,458          25,360             -             -            -        96,818 
Revaluation surplus      (47,887)          1,739             -             -            -       (46,148) 
Fair value reserve       (43,489)            -              -             -       17,494      (25,995) 
Accrued interest            -           53,360             -             -            -        53,360 
Retirement benefit obligations       (44,100)         57,690              -             -            -        13,590 
       64,347         149,111              -               -        17,494     230,952  

 
11.24 OTHER ASSETS 

 30-Apr-12 31-Dec-11 31-Dec-10 31-Dec-09 31-Dec-08 31-Dec-07 
 KShs'000  KShs'000   KShs'000   KShs'000   KShs'000   KShs'000  

Uncleared effects 468,516 428,242 765,044 605,106 2,080,437 4,300,379 

Prepayments 311,922 538,158 322,115 297,139 270,717 201,040 

Other receivables  1,606,247 1,397,457 416,446 1,073,757 978,260 885,509 

 2,386,685 2,363,857 1,503,605 1,976,002 3,329,414 5,386,928 
 
11.25 DEPOSITS FROM BANKS 

Balances due from local banks 179,038 4,983,727 3,565,307 10,194,083 206,333      45,912 

Balances due from foreign banks 6,231,036 2,755,260 647,373 338,214   2,600,000 33,247 
 6,410,074 7,738,987 4,212,680  10,532,297    2,806,333       79,159  

Weighted average effective interest rate 3.71% 20.81% 1.41% 3.93%  6.56% 6.49% 
 
11.26 DEPOSITS FROM CUSTOMERS 

From government and parastatals        

Payable on demand  4,379,123 5,259,472 5,023,015 6,031,166 6,938,611 7,126,891 

Payable within 3 months or less 4,759 4,669 - - - - 

 4,383,882 5,264,141 5,023,015 6,031,166 6,938,611 7,126,891 
From private sector and individuals        

Payable on demand  92,893,721 89,639,249 84,823,777 67,500,895 45,132,706 45,607,043 

Payable within 3 months or less  16,179,070 18,644,729 5,067,738 15,147 21,330,675 18,472,937 

Payable after 3 months   12,965,604 8,774,930 5,589,535 13,226,444 3,496,464 2,633,692 

 126,422,277 122,323,049 100,504,065 86,773,652 76,898,456 73,840,563 

       

Current and demand accounts  83,330,782 77,585,936 69,999,682 55,454,333 51,345,342 48,563,055 

Savings deposits  10,495,388 12,085,756 14,931,142 11,199,812 8,234,831 4,814,832 

Time deposits  30,985,091 31,306,470 14,677,186 19,251,435 16,573,804 20,261,217 

Other    1,611,016 1,344,887 896,055 868,072 744,479 201,459 

 126,422,277 122,323,049 100,504,065 86,773,652 76,898,456 73,840,563 
Weighted average effective interest rate 
on interest bearing customer deposits 6.28% 4.10% 1.49% 3.28% 3.52% 2.65% 
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11.27 RETIREMENT BENEFIT OBLIGATIONS 
Standard Chartered Bank Kenya Limited operates a defined contribution scheme for all full time permanent employees and a defined 
benefit scheme for pensioners and deferred pensioners who existed as at 31 December 1998. 
 
The benefits provided by the defined benefit scheme are based on a formula taking into account years of service and remuneration 
levels, whilst the benefits provided by the defined contribution scheme are determined by accumulated contributions and returns on 
investments. 
 
Both schemes are governed by the Retirement Benefits Act, 1997. This requires that an actuarial valuation be carried out at least every 
3 years for the defined benefit scheme. The most recent actuarial valuation of the defined benefit scheme was carried out as at 31 
December 2009 by an independent qualified actuary. 
 
However, the Bank’s actuary did a review for the year ended 31 December 2011. The review was consistent with previous valuations 
performed using the projected unit credit method. An actuarial review has not been done for the period ended 30 April 2012. 
 
The amount included in the statement of financial position arising from the Group’s obligation in respect of the defined benefit scheme 
is as follows: 

 30-Apr-12 31-Dec-11 31-Dec-10 31-Dec-09 31-Dec-08 31-Dec-07 
 KShs'000  KShs'000   KShs'000   KShs'000   KShs'000   KShs'000  

Fair value of plan assets  772,265 808,158 810,624 710,587 727,893 785,700 
Present value of funded obligations (611,716) (611,000) (975,700) (832,000) (862,900) (831,000) 
Retirement benefit obligations before asset ceiling  160,549 197,158 (165,076) (121,413) (135,007) (45,300) 
Irrecoverable surplus (160,549) (197,158) - - - - 
Additional liability for minimum funding requirements ( 26,000) (49,000) - - - - 
Retirement benefit obligations as at 30 April and  
31 December (26,000) (49,000) (165,076) (121,413) (135,007) (45,300) 
       
Plan assets consist of the following:       
       
Offshore investments  - 29,160 131,081 53,316 3,569 80,910 
Government bonds  293,220 303,030 316,639 414,810 461,948 614,216 
Corporate bonds  137,560 141,537 125,355 66,073 50,551 54,866 
Other 341,485 334,431 237,549 176,388 211,825 35,708 

 772,265 808,158 810,624 710,587 727,893 785,700 
       
Movement in plan assets       

   
Fair value of plan assets at 1 January  808,158 810,624 710,587 727,893 785,700 847,000 
Expected return on plan assets  41,275 68,524 79,397 82,204 80,306 110,789 
Benefits paid by the plan  (40,366) (124,973) (108,787) (113,398) (107,500) (111,300) 
Employer contributions 36,500 52,900 26,400 26,400 40,000 - 
Recognised actuarial (losses)/gains (73,302) 1,083 103,027 (12,512) (70,613) (60,789) 
Fair value of plan assets at  
30 April and 31 December 772,265 808,158 810,624 710,587 727,893 785,700 
       
Movement in the present value of the retirement 
benefit obligations       
       
Retirement benefit obligations at 1 January 611,000 975,700 832,000 862,900 831,000 700,000 
Past service cost  10,000 26,400 -         -   40,000 - 
Interest cost  31,082 82,071 92,800 96,905 89,689 90,209 
Benefits paid by the plan  (40,366) (124,973) (108,787) (113,398) (107,500) (111,300) 
Recognised actuarial (losses)/gains - (348,198) 159,687 (14,407) 9,711 152,091 
Retirement benefit obligations at  
30 April and 31 December  611,716 611,000 975,700 

   
832,000  

   
862,900        831,000  

 
The net (charge)/credit recognised in the profit or loss is as follows: 

       
Past service cost (10,000) (26,400) - - (40,000) - 
Interest cost  (31,082) (82,071) (92,800) (96,905) (89,689) (90,209) 
Expected return on plan assets  41,275 68,524 79,397 82,204 80,306 110,789 
Movement in irrecoverable surplus 36,609 (197,158) - - - - 
Movement in liability for minimum funding requirements  23,000 (49,000) - - - - 
Recognised actuarial (losses)/gains (73,302) 349,281 (56,660) 1,895 (80,324) (212,880) 

Total included in staff costs  (13,500) 63,176 (70,063) 
   

(12,806)  
   

(129,707)  
   

(192,300)  
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11.29 SHARE CAPITAL AND RESERVES (Continued) 
(a) Share capital (Continued) 
 
The distribution of shareholders at 30 April 2012, 31 December 2011, 2010, 2009, 2008 and 2007 were as follows: 

 2012 

Share range Number of shareholders Shares held % 
Less than 500 9,568 1,919,616 0.67 

501 to 5,000 21,449 26,409,829 9.20 

5,001 to 10,000 398 2,812,549 0.98 

10,001 to 100,000 455 13,311,337 4.64 

100,001 to 1,000,000 85 20,868,766 7.27 

Above 1,000,000 7 221,755,037 77.24 

 Total 31,962 287,077,134 100.00 
 

 
 2011 

Share range Number of shareholders Shares held % 
Less than 500 9,495 1,916,402 0.67 

501 to 5,000 21,533 26,524,474 9.24 

5,001 to 10,000 388 2,739,326 0.95 

10,001 to 100,000 448 12,860,556 4.48 

100,001 to 1,000,000 85 20,214,096 7.04 

Above 1,000,000 8 222,822,280 77.62 

 Total 31,957 287,077,134 100.00 

  
 2010 

Share range Number of shareholders Shares held % 
Less than 500 9,258 1,926,048 0.67 

501 to 5,000 22,017 27,035,172 9.42 

5,001 to 10,000 377 2,646,787 0.92 

10,001 to 100,000 454 12,704,649 4.43 

100,001 to 1,000,000 82 19,713,804 6.87 

Above 1,000,000 8 223,050,674 77.69 

 Total 32,196 287,077,134 100.00 

  

 2009 

Share range Number of shareholders Shares held % 
Less than 500 9,412 1,946,474 0.72 

501 to 5,000 22,324 26,873,362 9.88 

5,001 to 10,000 351 2,504,275 0.92 

10,001 to 100,000 420 11,536,369 4.24 

100,001 to 1,000,000 79 19,463,679 7.16 

Above 1,000,000 6 209,643,652 77.08 

 Total 32,592 271,967,811 100.00 
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11.29 SHARE CAPITAL AND RESERVES (Continued) 
(a) Share capital (Continued) 

 2008 

Share range Number of shareholders Shares held % 
Less than 500 9,237 1,935,860 0.71 

501 to 5,000 22,662 27,142,861 9.98 

5,001 to 10,000 354 2,549,775 0.94 

10,001 to 100,000 426 11,673,959 4.29 

100,001 to 1,000,000 69 16,839,004 6.19 

Above 1,000,000 7 211,826,352 77.89 

 Total 32,755 271,967,811 100.00 
 

 
 2007 

Share range Number of shareholders Shares held % 
Less than 500 8,378 1,821,899 0.67 

501 to 5,000 23,695 28,492,001 10.48 

5,001 to 10,000 339 2,447,285 0.90 

10,001 to 100,000 421 11,961,254 4.40 

100,001 to 1,000,000 56 14,937,471 5.49 

Above 1,000,000 8 212,307,901 78.06 

 Total 32,897 271,967,811 100.00 
 
(b) Share premium  
 
These reserves arose at a time when the shares of the company were issued at a price higher than the nominal (par) value. These will be applied 
towards capital in future. 
 

 30-Apr-12 31-Dec-11 31-Dec-10 31-Dec-09 31-Dec-08 31-Dec-07 
Authorised KShs'000  KShs'000   KShs'000   KShs'000   KShs'000   KShs'000  

At 1 January  4,836,258 4,836,258 2,520,000 2,520,000 2,520,000 2,520,000 

Rights issue during the year - - 2,424,291 - - - 

Issue costs  - - (108,033) - - - 

At 30 April and 31 December 4,836,258 4,836,258 4,836,258 2,520,000 2,520,000 2,520,000 
 
(c) Capital contribution reserve 
Capital contribution reserve comprises capital contributions provided to the Group by shareholders that are not intended by either party 
to be repaid and includes capital contribution on the acquisition of the custody business and increases in equity arising from share 
based payment awards granted to the Group’s employees. 
 
(d) Revaluation reserve  
Revaluation reserves arose from the periodic revaluation of freehold land and buildings. The carrying amount of these assets are 
adjusted to the revaluations. Revaluation surpluses are not distributable. 
 
(e) Fair value reserve 
The fair value reserve includes the cumulative net change in the fair value of available-for-sale investments, excluding impairment 
losses, until the net investment is derecognised. 
 
(f) Statutory credit risk reserve 
Where impairment losses required by legislation or regulations exceed those calculated under International Financial Reporting 
Standards (IFRSs), the excess is recognised as a statutory credit risk reserve and accounted for as an appropriation of retained profits. 
These reserves are not distributable. 
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11.30 NOTES TO THE STATEMENT OF CASH FLOWS 
(a) Reconciliation of profit before taxation to net cash flows from operating activities 

    Restated   

 30-Apr-12 31-Dec-11 31-Dec-10 31-Dec-09 31-Dec-08 31-Dec-07 

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

Profit before taxation 4,400,115 8,255,135 7,681,884 6,728,447 4,719,814  4,910,188 
Depreciation  167,692 341,857 205,506 289,666 212,886 156,566 
Amortisation of intangible assets  133,028 366,374 93,851 3,302 7,079 7,556 
Profit on sale of non-current asset held for sale (60,860) (356,427) - - - - 
(Profit)/loss on sale of property and equipment - (51) (2,508) 107 2,626  (1,163) 
Loss on sale of operating lease rentals  - - -          15   -  - 
Amortisation of prepaid operating lease rentals  1,521 2,908 2,916       4,615       4,616  4,616 
Reversal of revaluation deficit from prior years  - - -           -       (9,674) -  
Retirement benefit obligations 13,500 (63,176) 70,063 12,806 89,707    192,300 
(Profit)/loss on disposal of equity shares - - - (68,197) 6,113          -  
Gain on equity shares - - - - -   (252,702) 

(Increase)/decrease in operating assets       
Balances with Central Bank of Kenya 
- Cash Reserve Ratio 959,640 (2,041,045) (1,082,298)        (36,347)         53,927  

  
(297,685) 

Government and other securities held for trading  (2,244,097) 610,190 1,675,288 (711,139) 782,160   (2,182,733) 
Derivative financial instruments  (19,726) (101,773) (212,996) 1,943,877 184,001 (1,203,908) 
Loans and advances to banks 775,000 200,000 (300,000) (1,450,000) 75,682    (75,682) 
Loans and advances to customers  (4,296,032) (35,760,994) (3,641,953) (13,396,057) (3,830,297) (3,706,238) 
Investment securities  (3,471,048) 20,048,014 (6,087,111) (18,327,707) 2,958,286 3,320,321 
Amounts due from group companies 4,837,846 (2,585,559) 548,528 (579,787) (4,414,960) 668,532 
Other assets  (22,828) (860,252) 472,397 1,353,412 2,057,514 (3,942,583) 

Increase/(decrease) in operating liabilities        
Deposits from banks  (56,852) 320,666 152,936 - - - 
Deposits from customers  4,099,228 21,818,984 13,730,413 9,875,196 3,057,893   8,961,434 
Derivative financial instruments  (65,625) 537,315 42,561 (3,453,186) 1,874,522 1,078,671 
Amounts due to group companies  1,275,833 (1,206,153) 4,202,876 1,770,466 - - 
Defined benefit obligations  (36,500) (52,900) (26,400) (26,400) - - 
Other liabilities     353,984 (1,588,145) 1,754,646 179,761 269,569 1,186,133 

Cash flows from operating activities 6,743,819 7,884,968 19,280,599 (15,887,150) 8,101,464  8,823,623 
Income taxes paid  (831,058) (2,504,104) (2,606,196) (1,715,787) (1,939,942)  (1,195,936) 

Net Cash flows from operating activities    5,912,761 5,380,864 16,674,403 (17,602,937)   6,161,522  7,627,687  
 
(b) Analysis of the balance of cash and cash equivalents  

 30-Apr-12 31-Dec-11 31-Dec-10 31-Dec-09 31-Dec-08 31-Dec-07 
 KShs'000  KShs'000   KShs'000   KShs'000   KShs'000   KShs'000  

Cash on hand  2,521,882 2,926,464 2,663,148 2,909,461 2,706,059   3,214,132 
Unrestricted cash balances with Central Bank of 
Kenya  2,608,676 1,948,832 458,961      812,996        703,935       307,936 
Treasury bills  3,471,377 2,403,388 7,508,604  2,642,972     494,756         -
Loans and advances to banks  5,717,256 992,427 1,493,868 42,177 1,379,889   124,290 
Deposits from banks  (5,993,324) (7,265,385) (4,059,744) (10,532,297) (2,806,333)  (79,159)
Amounts due from group companies 7,324,651 9,339,721 455,414 2,083,379 10,961,765 7,266,206 
Amounts due to group companies  (2,980,910) (3,416,025) (4,424,615) (6,076,197) (138,264)  (526,238)

 12,669,608 6,929,422 4,095,636   (8,117,509)   13,301,807 10,307,167  
  

www.standardchartered.com/ke Standard Chartered Bank Kenya Limited Information Memorandum 123



Section 15: Reporting Accountant’s Report 

        

 
11.31 CONTINGENCIES AND COMMITMENTS 
In the ordinary course of business, the Group conducts business involving guarantees, acceptances and performance bonds. These facilities are offset 
by corresponding obligations of third parties. As at 30 April 2012, 31 December 2011, 2010, 2009, 2008 and 2007, the contingencies were as follows: 
 

 30-Apr-12 31-Dec-11 31-Dec-10 31-Dec-09 31-Dec-08 31-Dec-07 
 KShs'000  KShs'000   KShs'000   KShs'000   KShs'000   KShs'000  

Guarantees and standby letters of credit  17,472,079 17,874,180 16,166,650     10,714,512  
   

12,974,377       7,569,383 
Letters of credit, acceptances and other 
documentary credits  15,213,076 14,435,415 8,199,403     12,659,789  

   
8,498,706       6,933,110 

Performance bonds and warranties - - - - 18,251 20,138 

 32,685,155 32,309,595 24,366,053  23,374,301   21,491,334   14,522,631  

 
Nature of contingent liabilities 
Guarantees are generally written by a bank to support performance by a customer to third parties. The Bank will only be required to 
meet these obligations in the event of the customer’s default.  

 

Letters of credit commit the Bank to make payment to third parties, on production of documents, which are subsequently reimbursed 
by customers. 

 

An acceptance is an undertaking by a bank to pay a bill of exchange drawn on a customer. The Bank expects most acceptances to be 
presented and reimbursement by the customer is almost immediate.  
 

11.32 OTHER CONTINGENT LIABILITIES 
In the ordinary course of business, the Company and its subsidiaries are defendants in various litigations and claims. Although there 
can be no assurances, the directors believe, based on the information currently available and legal advice, that the claims can be 
successfully defended and therefore no provision has been made in the financial statements. 
 

Two of the significant claims are described below: 
 

One of the Company’s subsidiaries, Standard Chartered Financial Services Limited, is a litigant in a case in which a former customer 
was awarded damages amounting to KShs 251 million by the Court of Appeal of the Republic of Kenya. 
 

The directors, having considered the award and obtained appropriate legal advice, challenged the ruling of the Court of Appeal of the 
Republic of Kenya at the Common Market for East and Southern Africa (COMESA) Court of Justice. 
 

At an initial hearing, the COMESA court ruled, among others, that no execution should be levied in respect of the award granted by the 
Court of Appeal of the Republic of Kenya, pending the final determination of the case. 
 

In June 2006, management withdrew the case from the COMESA Court of Justice and filed for review at the Court of Appeal of the 
Republic of Kenya with an expectation that the Court of Appeal of the Republic of Kenya will review its earlier decision.  
 

A second claim relates to a pensions matter where the Company was sued by over 629 ex-employees. The claimants filed a lawsuit 
against the trustees of the pension fund and the Company for a claim of KShs 14.6 billion on grounds that the lump sum benefits paid to 
them, over 10 years ago following their retrenchment, were miscalculated.  
 

In addition, the Company has some on-going matters with the Kenya Revenue Authority. As at 30 April 2012, the directors have not 
made provisions for tax demand letters amounting to KShs 131 million (Year ended 31 December 2011 - KShs 136 million) as they are 
of the view, based on advice received, that these amounts are not payable. 
 
11.33 ASSETS PLEDGED AS SECURITY 
As at 30 April 2012, 31 December 2011, 2010, 2009, 2008 and 2007 there were no assets pledged by the Group to secure liabilities 
and there were no secured Group liabilities. 
 
11.34 FIDUCIARY ACTIVITIES 
The Group holds asset security documents on behalf of customers with a value of: 

 30-Apr-12 31-Dec-11 31-Dec-10 31-Dec-09 31-Dec-08 31-Dec-07 
 KShs'000  KShs'000   KShs'000   KShs'000   KShs'000   KShs'000  

Asset security documents  278,053,664 246,788,651 256,460,865       -         -        -  
 
 Most of these securities are held by the Security Services department of the Company. The assets held comprise of deposits, government securities, 
debentures, title deeds, quoted and unquoted shares. 
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11.35 RELATED PARTY TRANSACTIONS 
In the ordinary course of business, transactions are entered into with Standard Chartered PLC, the ultimate holding company and other companies 
related to Standard Chartered Bank Kenya Limited through common shareholding or common directorships. The relevant balances are shown in 
Note11.17. These transactions are at arms length. 

The parent company also provides technical support and consultancy services which are charged at market rates. 
The Bank has also entered into transactions at arms length with Standard Chartered Kenya Pension Fund (SCKPF) and Standard Chartered Staff 
Retirement Benefits Scheme 2006 (SCKSRBS 2006). 

 30-Apr-12 31-Dec-11 31-Dec-10 31-Dec-09 31-Dec-08 31-Dec-07 
 KShs'000  KShs'000   KShs'000   KShs'000   KShs'000   KShs'000  

Deposits from SCKPF and SCKSRBS 2006 90,522 39,474 12,644 32,494 59,654 53,375 
Deposits from directors, employees and 
associates 723,429 642,861 669,620 603,560 557,603 582,399 
Interest expense paid on deposits from 
directors, employees and associates 2,919 2,831 4,704 7,043 7,417 10,292 
 
Included in loans and advances to customers are the following amounts:  
Loans and advances to directors,  
employees and associates 30-Apr-12 31-Dec-11 31-Dec-10 31-Dec-09 31-Dec-08 31-Dec-07 

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

At start of the year  2,764,899 2,437,248 1,901,323 
   

1,437,791  
  

1,076,165 
  

1,031,538 
Amounts advanced during the period/year  583,530 1,615,652 1,711,039   1,371,569      885,971    588,861 

Amounts repaid during the period/year  (505,967) (1,288,001) (1,175,114)   (908,037)    (524,345)   (544,234) 

At end of the period/year  2,842,462 2,764,899 2,437,248 
   

1,901,323  
   

1,437,791  
   

1,076,165  
Loans and advances to directors or companies 
controlled by directors or their families  68,070 65,570 32,384 19,914 16,376 51,952 

Loans and advances to employees 2,774,392 2,699,329 2,404,864 1,881,409 1,421,415 1,024,213 

 2,842,462 2,764,899 2,437,248 
   

1,901,323  
   

1,437,791  
   

1,076,165  
Interest income earned on loans and advances 
to directors, employees and associates 128,412 164,148 137,835 114,696 91,725 92,157 

The above loans and advances were given on commercial terms and conditions. 
None of the loans and advances above are impaired as at 30 April 2012, 31 December 2011, 2010, 2009, 2008 and 2007. 

 30-Apr-12 31-Dec-11 31-Dec-10 31-Dec-09 31-Dec-08 31-Dec-07 
Key management compensation KShs'000  KShs'000   KShs'000   KShs'000   KShs'000   KShs'000  

Salaries and other employee benefits  108,245 320,367 279,774    293,925         222,722     242,984  

Salaries and other employee benefits include those relating to the executive directors which are disclosed in Note 11.7. 
 
11.36 CAPITAL COMMITMENTS 

 30-Apr-12 31-Dec-11 31-Dec-10 31-Dec-09 31-Dec-08 31-Dec-07 
 KShs'000  KShs'000   KShs'000   KShs'000   KShs'000   KShs'000  

Authorised  - - 495,067   1,377,330    2,330,682    2,310,629  
 
11.37 FUTURE RENTAL COMMITMENTS UNDER OPERATING LEASES 
The Group’s commitments under non cancellable operating leases expiring: 

 30-Apr-12 31-Dec-11 31-Dec-10 31-Dec-09 31-Dec-08 31-Dec-07 
Premises KShs'000  KShs'000   KShs'000   KShs'000   KShs'000   KShs'000  

Within 1 year  180,060 188,603 126,290     129,434      121,809     93,634 

After 1 year but less than 5 years  348,968 339,829 201,215    284,739      280,651    176,506 

After 5 years  109,999 118,480 4,566        327      18,767      5,441 

 639,027 646,912 332,071    414,500     421,227      275,581  

Equipment       
Within 1 year  161,129 187,359 38,217     36,137       36,407     34,901 
After 1 year but less than 5 years  191,456 230,666 102,993     87,831       27,306     25,549 
After 5 years - - 36,235 - - - 

 352,585 418,025 177,445    123,968       63,713      60,450  
The majority of leases relating to premises are subject to rent escalations. 
 
11.38 HOLDING COMPANY 
The ultimate holding company of Standard Chartered Bank Kenya Limited is Standard Chartered PLC, which is a limited liability company incorporated 
and domiciled in Great Britain.  
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1. Incorporation Details and History of the Company 
The Company was incorporated as African Banking Corporation (East Africa) Limited on 2 September 1963 under company number 
C.5620. By a special resolution of the Company made on the 24 November 1986, and as evidenced by a certificate of change of 
name issued on 5 December 1986, African Banking Corporation (East Africa) Limited changed its name to Standard Chartered 
Bank Kenya Limited.  

By virtue of the Standard Chartered Bank Kenya Limited, Act No. 17 of 1986, the Company acquired all the business, assets and 
liabilities of Standard Chartered Bank Africa PLC which had been in operations in Kenya since January 1911. 

By a special resolution of the Company dated 6 October 1989, the Company was converted from private company limited by shares 
to a public company limited by shares and was issued with a Public Company Number C. 11/89. The Company listed its shares on 
the Nairobi Securities Exchange on 30 November 1989. 

2. The Registered Office of Standard Chartered Bank Kenya Limited 
The Registered office of Standard Chartered Bank Kenya Limited is situated at StandardChartered@Chiromo, 48 Westlands Road, 
Nairobi, and its postal address is Post Office Box Number 30003-00100 Nairobi. 

3. Extracts from the Articles of Association  
The following paragraphs are key extracts from the Articles of Association of Standard Chartered Bank Kenya Limited. 

SHARE CAPITAL 

5 The capital of the Company is Kenya Shillings One Thousand Nine Hundred and Five Million (KShs1,905,000,000/-) divided 
into Three Hundred Million (325,000,000) Ordinary Shares of Kenya Shillings Five (Kshs 5/-) each and Fifty Six Million 
(56,000,000) preference shares of Kenya Shillings Five (Kshs 5/-) each. 
 

SHARES 

6 Except as required by law, no person shall be recognised by the Company as holding any share upon any trust, and the 
Company shall not be bound by or be compelled in any way to recognise (even when having notice thereof) an equitable, 
contingent, future or partial interest in any share or any interest in any fractional part of a share or (except only as by these 
Articles or as otherwise provided by law) any other rights in respect of any share except an absolute right to the entirety 
thereof in the registered holder. 
 

7 Without prejudice to any special rights previously conferred on the holders of any existing shares or class of shares, any share 
in the Company may be issued with such preferred, deferred or other special rights or such restrictions, whether in regard to 
dividend, voting, return of capital or otherwise as the Company may from time to time by ordinary resolution determine. 
 

8 The Company may by special resolution create and sanction the issue of Preference shares which are, or at the option of the 
Company are to be, liable to be redeemed, subject to and in accordance with the provisions of the Statutes. The special 
resolution sanctioning any such issue shall also vary by way of an addition to these Articles the terms on which and the 
manner in which any such Preference shares shall be redeemed. 
 

9 If, at any time, the share capital is divided into different classes of shares, the rights attached to any class (unless otherwise 
provided by the terms of issue of the shares of that class) may, whether or not the Company is being wound up, be varied with 
the consent in writing of the holders of Three-Fourths of the issued shares of that class, or with the sanction of a special 
resolution passed at a separate general meeting of the holders of the shares of the class. To every such separate general 
meeting the provisions of these Articles relating to general meetings (including the manner of attending such meetings) shall 
mutatis mutandis apply, but so that the necessary quorum shall be two persons holding at least, or representing by proxy, one-
third of the issued shares of the class and that any holder of shares in that class present in person or by proxy may demand a 
poll and if at an adjourned meeting of such holders a quorum is not present, the holders present shall form a quorum. 
 

10 The rights conferred upon the holders of the shares of any class issued with preferred or other rights shall not, unless 
otherwise expressly provided in the terms of issue of the shares of that class, be deemed to be varied by creation or issue of 
further shares ranking pari passu therewith. 
 

ALTERATION OF CAPITAL 

43 The Company may, from time to time by ordinary resolution, increase the share capital by such sum as the resolution shall 
direct, to be divided into shares of such amount as the resolution shall direct, or, in default of such direction, as the Directors 
shall determine. 
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44 Subject to the provisions of these Articles, the unissued and any new shares in the capital of the Company shall be at the 
disposal of the Directors who may allot, grant options over or otherwise dispose of them to such persons, at such times and for 
such consideration and upon such terms and conditions as the Directors may determine. 
 

45 Any new shares may be offered at par, at a premium or (subject to the provisions of the Act) at a discount as the Directors 
may decide. 
 

46 The new shares shall be subject to the same provisions with reference to the payment of calls, lien, transfer, transmission, 
forfeiture and otherwise as the shares in the original share capital. 
 

47 The Company may, by ordinary resolution: 
(a) Consolidate and divide all or any of its share capital into shares of larger amount than its existing shares; 

(b) Sub-divide its existing shares, or any of them, into shares of smaller amount than is fixed by the Memorandum of 
Association subject, nevertheless, to the provisions of the Act; 

(c) Cancel any shares which, at the date of the passing of the resolution, have not been taken or agreed to be taken by any 
persons; 

And may, by special resolution: 

(d) Reduce its share capital, any capital redemption reserve fund and any share premium account in any manner and with 
and subject to any incidental consent authorised and required by law. 

GENERAL MEETINGS 

48 The Company shall in each year hold a general meeting as its annual general meeting in addition to any other meetings in that 
year, and shall specify the matter as such in the notices calling it. Not more than fifteen months  
shall elapse between the date of one annual general meeting of the Company and that of the next. Annual and extraordinary 
general meetings shall be held at such times and places within Kenya as the Directors shall from time to time appoint. 
 

49 All general meetings other than annual general meetings shall be called extraordinary general meetings. 
 

50 The Directors may, whenever they think fit, convene an extraordinary general meeting, and they shall do so upon a requisition 
in writing deposited and completed in accordance with the Statutes PROVIDED THAT no requisition by a shareholder for a 
meeting of the Company shall be by electronic means. 
 

VOTES OF MEMBERS 

64 Subject to any rights or restrictions for the time being attached to any class or classes of shares, on a show of hands every 
Member present in person shall have one vote, and on a poll every Member present in person or by proxy shall have one vote 
for each share of which he is the holder. 

 
DIVIDENDS AND RESERVES 

115 The Company in general meeting may declare dividends, but no dividend shall exceed the amount recommended by the 
Directors. 
 

116 The Directors may from time to time pay to the Members such interim dividends (including therein the fixed dividends payable 
upon any preference or other shares at stated times) as appear to the Directors to be justified by the profits of the Company. 
 

117 No dividend shall be paid otherwise than out of profits. 
 

118 Subject to the rights of persons, if any, entitled to shares with special rights as to dividends all dividends shall be declared and 
paid according to the amounts paid or credited as paid on the shares, but if and so long as nothing is paid up on any of the 
shares in the Company dividends may be declared and paid according to the amounts of the shares. No amount paid or 
credited as paid on a share in advance of calls shall, while carrying interest, be treated for the purposes of this regulation as 
paid on the share. All dividends shall be apportioned and paid proportionately to the amounts paid or credited as paid on the 
share during any portion or portions of the period in respect of which the dividend is paid; but if any share is issued on terms 
providing that it shall rank for dividend as from a particular date such share shall rank for dividend accordingly. 
 

119 The Directors may, before recommending any dividend, set aside out of the profits of the Company such sums as they think 
proper as a reserve or reserves which shall, at the discretion of the Directors, be applicable for any purpose to which the 
profits of the Company may be properly applied, and pending such application may, at the like discretion, either be employed 
in the business of the Company or be invested in such investments (other than shares of the Company) as the Directors may 
from time to time think fit. The Directors may also without placing the same to reserve carry forward any profits which they may 
think prudent not to divide. 
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2. Branches of Standard Chartered Bank Kenya Limited 

S.No. Branch Name Branch Location City/Town 
1.  Chiromo 48 Westlands Road

P. O. Box 30003 Code 00100 

Nairobi 

Nairobi 

2.  Eastleigh Yare/Millennium Mall, General Waruinge Rd, 1st Avenue 

P. O. Box 30003 Code 00100  

Nairobi 

Nairobi 

3.  Eldoret Uganda House, Kenyatta Avenue 

P. O. Box 7 Code 30100  

Eldoret 

Eldoret 

4.  Greenspan 
Branch 

Green Span Mall, 1st Floor 
P. O. Box 30003 Code 00100 
Nairobi 

Nairobi 

5.  Harambee 
Avenue 

Electricity House, Harambee Avenue

P. O. Box 20063 Code 00200 

Nairobi 

Nairobi 

6.  Industrial Area Sameer Business Park 

P. O. Box 18081 Code 00500 

Nairobi  

Nairobi 

7.  Kakamega Cannon Awori Street

P. O. Box 292 Code 50100 

Kakamega 

Kakamega 

8.  Karen Karen Shopping Centre, Ngong Road 

P. O. Box 24601 Code 00502 

Nairobi 

Nairobi 

9.  Kenyatta 
Avenue 

SCB Building, Kenyatta Avenue

P. O. Box 30001 Code 00100  

Nairobi 

Nairobi 

10.  Kericho Nakuru - Kisumu Road 

P. O. Box 145 Code 20200 

Kericho 

Kericho 

11.  Kiambu Biashara Street

P. O. Box 117 Code 900 

Kiambu 

Kiambu 

12.  Kisii Dakianga Building, Hospital Road

P. O. Box 1769 Code 40200 

Kisii 

Kisii 

13.  Kisumu Oginga Odinga Road

P. O. Box 354 Code 40100 

Kisumu 

Kisumu 

14.  Kitale Kenyatta Street

P. O. Box 66 Code 30200 

Kitale 

Kitale 

15.  Koinange street Rattansi Building, Koinange Street

P. O. Box 44865 Code 00100 

Nairobi 

Nairobi 
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S.No. Branch Name Branch Location City/Town 
31.  Ukay Centre Ukay Centre, Ring Road/Mwanzi Road, Westlands 

P. O. Box 30003 Code 00100 

Nairobi 

Nairobi 

32.  Westlands 
Agip House, Woodvale Grove Road – Westlands 

P. O. Box 76175 Code 00800 

Nairobi 

Nairobi 

33.  Yaya Centre Yaya Centre, Argwings Kodhek Road

P. O. Box 76175 Code 00508 

Nairobi 

Nairobi 
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Standard Chartered Bank Kenya Limited Rights Issue 2012 
 

FORM OF GUARANTEE 
 

 
[To be typed on the letter head of commercial bank guaranteeing the transaction] 
 
 
Date: 
 
The Chief Executive Officer 
Standard Chartered Bank Limited 
P.O. Box 30003 - 00100 
Nairobi 
 
Dear Sirs 
 
STANDARD CHARTERED BANK KENYA LIMITED - RIGHTS ISSUE 
GUARANTEE IN RESPECT OF PAYMENT FOR ALLOCATION OF SHARES TO [name of 
INVESTOR] 
 
WHEREAS .............................. (‘the Investor") has by an application form dated [dd] [mm] 2012 applied for [  ] Additional Shares in the 
Standard Chartered Bank Kenya Limited (“Standard Chartered”) Rights Issue as set out in the Information Memorandum (“IM”) dated 
28 September 2012. Capitalized terms used in this Guarantee shall have the meaning and interpretation given to such terms in the 
Standard Chartered IM. 
 
AND WHEREAS it has been stipulated by you in the Standard Chartered IM that the Investor shall furnish you with an irrevocable on 
demand guarantee for the full value of the price of the Additional Shares. 
 
AND WHEREAS we (name of Guarantor) have agreed to give this Guarantee: 
 
NOW at the request of the Investor and in consideration of your allocating to the Investor the Additional Shares or such lesser number 
as you shall in your absolute discretion determine, we hereby irrevocably undertake to pay you, promptly upon your first written demand 
declaring the Investor to be in default and without delay or argument, such sum as may be demanded by you up to a maximum sum of 
Kenya Shillings __________________ without your 
needing to prove or to show grounds or reasons for your demand or the sum specified therein. 
 
This Guarantee will remain in force up to and including 5.00 p.m. on 16 November 2012 and any demand in respect thereof should 
reach us not later than the above date and time. 
 
This Guarantee shall be governed and construed in accordance with the laws of Kenya. 
 
 
[Due execution by authorized signatories] 
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AUTHORISED AGENT STAMP AUTHORISED AGENT CODE APPOINTMENT OF ATTORNEY (FORM Z) NO. 

This document is important and needs to 
be attached to the PAL or Form R.  Please 
consult your preferred advisor and read the 
Information Memorandum dated 28 
September 2012 

CDS ACCOUNT NUMBER/ ACCOUNT 
NUMBER  

PAL No  

 

DETAILS OF ELIGIBLE SHAREHOLDERS 

 
 
 

[   •   ] 
 

 
 
 
 
 
 

FORM Z 

� This Form Z is only for Eligible Shareholders who wish to appoint entirely at their own risk an attorney to act on their behalf. 

APPOINTMENT OF ATTORNEY 

To: The Directors, Standard Chartered Bank Limited: 

This Appointment of Attorney is limited in respect of the Standard Chartered Bank Limited Rights Issue. 

I/We hereby accept, subject to the terms of the Information Memorandum, the PAL and the Memorandum and Articles of 
Association of Standard Chartered Bank Kenya Limited, to appoint the persons as named in Attorney Details below (‘Attorney’) to 
be my/our attorney in my/our name and on my/our behalf, to effect sale/purchase/renunciation of the New Shares provisionally 
allotted to me/us or any part thereof and/or obtain Entitlement and Acceptance Forms on request, complete any forms in 
connection with my Rights and to do all or acts which the Attorney thinks fit with regard to any and all Entitlement and Acceptance 
Forms or other forms.  I/We agree to ratify everything the Attorney does or purports to do in accordance with this Appointment of 
Attorney and to indemnify the Attorney against all claims and liabilities arising out of anything lawfully done by the Attorney.  This 
power shall remain irrevocable until 16 November 2012.  Accordingly, I/we have signed below. 

SIGNATURE OF ELIGIBLE SHAREHOLDER 

 
 
 
 

  

(1) Signature & ID/Passport No. & Date (2) Signature & ID/Passport No. & Date (3) Company Seal/Stamp 

ATTORNEY DETAILS 

 
 
 

 

  

(1) Name & ID/Passport No. & Date (2) Name & ID/Passport No. & Date (3) Address and Telephone No. 

SIGNATURE OF ATTORNEY 

 
 
 

  

1) Signature & ID/Passport No. & Date (2) Signature & ID/Passport No. & Date (3) Company Seal/Stamp 

STANDARD CHARTERED BANK KENYA LIMITED RIGHTS ISSUE - FORM Z- APPOINTMENT OF 
ATTORNEY
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STANDARD CHARTERED BANK KENYA LIMITED RIGHTS ISSUE - FORM R- FORM OF RENUNCIATION FOR PRIVATE TRANSFERS 

Agent Stamp & Name Agent Code 

Direct Transfer (Renunciation): 
I/We hereby renounce my/our Rights to subscribe for the New Ordinary Shares on the attached Provisional Allotment Letter (PAL), details of which appear herein to the person(s) 
named as Renouncee(s) and for the amount shown on this form. I/We certify that this transfer is made for no consideration as per the terms set out in the Information Memorandum. 
I/We further agree that any unrenounced Provisionally Alloted Rights on the PAL will lapse. 

BOX 1 
PAL NUMBER 

BOX 2 
Number of Rights/ Shares to be Renounced 

BOX 3 
Amount Payable for Renounced Rights / Shares on 

acceptance by 3.00 p.m. on 15 October 2012 

  

 

 

Renouncer Signature 1

 

Joint Renouncer Signature 2

 

Renouncer’s Full Name 

Renouncer’s Full Mailing Address 
and Email address 

Renouncer’s ID / Passport Number 

Renouncer’s Signatures as per 
Mandate 

Joint Renouncer Signature 3 / Company 
Seal 

          

 

 

 

Renouncee’s Full Name 

Renouncee’s Full Mailing Address 
and Email address 

Renouncee’s ID / Passport Number 
& Place of Issue 

Renouncee’s Relationship to 
Renouncer 

Direct Transfer (Renunciation): 
I/We hereby accept in full, subject to the terms of the Information Memorandum dated 28 September 
2012 this Form of Renunciation, the attached PAL and the Memorandum and Articles of Association of 
Standard Chartered Bank Kenya Limited, the number of Rights specified in Box 4, and for the value set 
out in Box 5. I/We have made the payment in full as shown in Box 5 to Standard Chartered Bank Kenya 
Limited. 

 

Box 4
Acceptance of Rights/Shares as per Box 2 

Box 5
For the value of (Multiply value in 

Box 4 by KShs 145 

Resident of:

Irrevocable Bank 
Guarantee (IBG)  

Agent’s Payment 
(GPS) 

Tick here if your Selling Agent 
will forward payment on your 
behalf                   

  Financed 
Applications Only 

Financing Bank & 
Branch 

PAYMENT METHOD AND DETAILS – COMPLETE ONLY 1 

 Direct   Amount 
Payment 

.  Chq/Ref 
Number 

Bank Name & 
Branch

Tick here if you will pay by 
IBG. Only valid for amounts 
1,000,000 and above      

Renouncee’s Signatures as per 
Mandate 

Renouncee Signature 1 

 

Joint Renouncee Signature 2

 

Joint Renouncee Signature 3 / Company Seal

 

RREENNOOUUNNCCEEEE’’SS DDEETTAAIILLSS
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Eligible Shareholders/Renouncees should read the Information Memorandum, the Provisional Allotment Letter and this Form R before deciding 
whether to renounce and accept their Rights and exercising the options available to them.  Terms defined in the Information Memorandum shall, 
where applicable, apply herein. 

The Rights are renounceable.  Accordingly, Eligible Shareholders may elect to (a) give up their Rights in full or in part or (b) transfer their rights in full 
or in part (c) sell their Rights in full or in part, all in accordance with the procedures set out below. 

1.8.5 Renunciation  by way of Trading in the Rights 
(a) The Rights constitute a security in the form of an option and are tradable on the NSE for a value but only by Eligible Shareholders with CDS 

Accounts. The Rights shall be listed under the MIMS. 
(b) Eligible Shareholders will be notified of their Rights through the PAL. 
(c) In addition, Eligible Shareholders with CDS Accounts will have such accounts credited with their Rights. 
(d) Only Eligible Shareholders with CDS Accounts will be permitted to trade in Rights.  In such an event, Eligible Shareholders who wish to renounce 

some or all of their Rights in this way may instruct any Authorised Agent to dispose off any or all of such Rights by way of sale on the NSE. 
(e) Eligible Shareholders without CDS Accounts who wish to trade in Rights in this way must first open CDS Accounts and immobilise such Rights 

prior to trading and must duly complete the section entitled “Immobilisation for trading in the Rights” (PART 3) as well as other relevant sections 
of the PAL.  The CDS Account opening forms may be obtained from any Authorised Agent. Eligible Shareholders who wish to immobilise their 
PAL for purposes of trading in Rights must ensure they do so before 15 October 2012 

(f) Rights may be traded on the NSE from 9 October 2012 to 18 October 2012. 
(g) Please note that trading of Rights on the NSE will attract a brokerage commission plus other statutory costs payable by the seller and buyer of 

such Rights. 
(h) The CMA and NSE have approved the trading of Rights. 
 

1.8.6 Renunciation by way of Private Transfer 
(a) Eligible Shareholders wishing to transfer their Rights to a particular Renouncee may do so by way of private transfer, subject to (a) Section 31 of 

the Capital Markets Act (b) Regulations 57 to 61 of the Capital Markets (Licensing Requirements) General (Amendment) Regulations 2002 and 
(c) Rule 31 of the Central Depository Rules, 2004.  Regulation 57 allows a transfer, inter alia, of Rights by an Eligible Shareholder to a close 
relation in the form of a gift.  In such a case, any Authorised Agent, being a stockbroker, is required to assess, endorse and submit to the NSE a 
written application for such a transfer with the required information and supporting documents stating the reason for the proposed private 
transfer.  A close relation means a relationship supported by documentary evidence of a spouse, parent, sibling, child, father-in-law, son-in-law, 
daughter-in-law, mother-in-law, brother-in-law, son-in-law, grandchild or spouse of a grandchild. 

(b) In order to effect a private transfer, an Eligible Shareholder must duly complete a CDS Form 7 (in the case of Eligible Shareholders with CDS 
Accounts), while those Eligible Shareholders without CDS Accounts may renounce their shares by way of FORM R.  Eligible Shareholders who 
have CDS Accounts may only transfer Rights in favour of a Renouncee with a CDS Account. 

(c) The last date and time for renunciation by way of private transfer is 3.00 pm on 15 October 2012. 
(d) Eligible Shareholders are advised to contact any Authorised Agent for the purposes of effecting the renunciation by way of private transfer. 
(e) If an Eligible Shareholder accepts some of his Rights and renounces the remainder by way of private transfer in the manner specified in this 

paragraph 1.8.2 (Renunciation by way of Private Transfer), and where such renunciation is done via CDS Form 7 such Eligible Shareholder shall 
be required to submit the Entitlement and Acceptance Form in addition to the resulting FORM E, both duly completed and signed and 
accompanied with the Application Money in connection with the Accepted Rights to the Receiving Bank or the relevant Authorised Agent not later 
than 3.00 pm on 26 October 2012. Eligible Shareholders without CDS Accounts who wish to accept a partial number of rights and renounce the 
remainder by way of private transfer, or who wish to renounce to more than one person are advised to immobilise their Rights as set out in 
paragraph 1.8.1 (e) above. 

 

1.8.7  Renunciation by declining 
 Eligible Shareholders who wish to decline their Rights need not do anything.  Any Rights not taken up by such Eligible Shareholders will form 
part of the Untaken Rights. 

1.8.8 Restriction on Renunciation of Rights 
Paragraph 1.14 (Regulatory Restrictions) of this Section sets out certain regulatory restrictions and obligations that may be relevant to any 
Eligible Shareholder or Renouncee. 

 
Please note that any renunciation by way of trading of Rights through NSE or by way of private transfer of Rights in accordance with paragraph 1.8.1 
(Renunciation by way of Trading in Rights) and paragraph 1.8.2 (Renunciation by way of Private Transfer) of this Section is only permitted if such 
renunciation does not trigger the said regulatory restrictions and obligations. 
 

  

NOTES TO THE ELIGIBLE SHAREHOLDERS/RENOUNCEES 
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