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AB TR·\Cf' 

The main purpose of this stud) was to in\'cstigatl! the risk manageml!nt practices m cash 

operations among the commercial banks in kcn)a. Jhc spec1fic ObJectives of the study 

was to im·cstigate the forms of risks in cash operations and the risk management practices 

used m cash operations among commercial banks in Kenya Respondents were asked to 

indicate the c\.tcnt to \\hich their organizations experience certain forms of risks in cash 

operations and the extent of use of risk management practices in used by their 

organization in cash operations. A Sun·e} research design sought information from 44 

commercial banks operating in Kenya where respondents were risk managers or senior 

operations managers in these organizations. Following data collection. data was analyzed 

using descripti\'e statistics '' ith SPSS statistical package. The stud) showed that although 

there are a number of cash operation risk.s facing commercial banks. lack. of integrity 

among the staff members and the nature of businesses that the banking organizations deal 

with are the major cash operation risks that face the commercial banks. The study further 

established that cash operation risk management practices are very crit1cal business 

process. due to the nature of business that banks engage in. That explains v.-hy there has 

been a huge in\'estment to put in place adequate risk management practices across the 

industl) in an effort to secure the banks business activities. To a very great extent each 

bank has engaged the use of the regulators guidelines which provides the minimum 

threshold of pracLJces that must be used by all hanks in managing the cash operations 

risks. Various Je, els of exposures to risks. coupled v. ith the need to increase operational 

efficiency through better risk management ha\e compelled the banks to engage in more 

practices that sene to tighten their control of nsks that face them. lienee to a VCf} great 

extent also banks have engaged practices such as the, use of use of cash limit positions 

where there is a set maximum cash holding limit within which each till or branch must not 

exceed. obsen ing dual control to process cash instructions and access to strong rooms. 

carrying out end of day reconciliation of all entries in the system and use of separate 

drawer b) each teller. use of cash registers to record movement of cash. To a great extent 

there is use of information systems and of fake currenc) detecting machines to manage 

\ 



risks use of professionally qualified risk managers and usc. I o a moderate extent banks 

ha'e appropriate disaster recovery planning. identification of stress situations and online 

processing of cash transactions to manage risks in cash operations. 

Cash operations risk management is part of ,.,ider operations risks management that the 

banks face and must deal with in order to achieve operational excellence. 

The complex processes employed to improve operational efficienc) has increased the 

probability of failure or mistakes from the operations point of view that necessitates 

increased focus on managing operational risks to avoid losses and e\'entual downfall of the 

financial institutions 
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CHAPTER 0 "E: I TRODUCTIO 

1.1 Background 

Risl management ha!:> developed in recent }ears into an accepted disciphnc, with its O\\n 

language. techniques and tools. The risl management process is logical. explicit and 

systematic and makes use of sophisticated mathematics and methodologies to determine 

the likelihood. impact and exposure to risks (Kristin. 2005). There is a lot of literature 

and awareness on risl management due to the ongoing research in risk management by 

various scholars which serves to add to the growing body of knowledge from v..here 

references are made by the risk managers (Hilso~ 2003). But although it appears that risk 

management is a mature discipline. more developments and research needs to be done 

and there is some long way to go before its full potential is realized. Risk management 

has been embraced and is used widely in business organizations, the military, government 

institutions and other organizations where management science is widely applied. 

1.1.1 Risks in Cash Operations 

Cash operations risks are the risks that are associated with management and handling of 

cash. where the cash items include. currency notes. coins. cheques and other and high 

security instruments (Blond, 2002). Cash provides liquidity and flexibility but holds a lot 

of risk which is usuall) dependent on the amount of cash~ the nature. the number of 

transactions and the practices used when handling it (A viva. 2004). 

There exists risks in the day to day banking operations. starting nght from the beginning 

of the da} procedures when the strong rooms are opened and working float is distributed 
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to the teller or the armored ccurity personnel for transport to other locations. 'I he 

standard procedures that should be foiiO\\Cd to minimize such risks may be inadequate or 

compromised either intentionall) or due to sheer negligence lea\ ing the banks exposed 

and creattng opportunities for criminals to have thl.!ir \\"a) . Besides this. hanks also have 

not been able to maintain the integrity of cash handling to satisfactory levels either due to 

lack of adequate equipment or training for their staff who handle cash (CBK. 2008). In 

addition clencal errors and faults \\ith the cash handling equipments also increase the nsk 

exposure an the banks. Lack of streamlined processes in such critical areas brings 

uncertainties that adversel} affect operations causing banks to mcur losses arismg from 

flawed processes. theft of cash. substandard sen·ices and even reputation damages. 

1.1.2 Risk Management Practices in Cash Operations 

Risk management practices in cash operations arc the integrated routine set of acti\ tties 

and processes undertaken by the operation managers to caution the organizations against 

\arious operational risks that the organizations rna} be exposed to (CBK. 2008). 

According to Financial Services Authority (2005) operation risk management practices 

are a fundamt!ntal part of domg busm~.:ss that must be addressed appropriatcl} to 

proacti\ely identify. assess and monitor operational exposures throughout the 

organization in the da} to day running of the core process. Operations risk management 

practices includes the actions taken to control and pre\'enl the vulnerability of the 

institutions from loss of mane} through risk factors such as fraud. theft, or bad debts 

(Garrod. 2004). 



Operations risk i the possibilit) of a loss that arises from inadequate or failed internal 

proce !->C • ~-wiT. and s~ ~tcms in an organization v• hich rna) Ita\ c hccn triggered by 

internal or external factor!i (Ba."el II. 2004). h also refers to any combination of one or 

more threats that exploits the \ ulnerabilities that \\ill cause organizations to incur 

losses (Fallon. 20 I 0). Operations risk can also be summarized as the risk that a 

company or a firm faces \\hen it operates in a certain industry which is the risk of 

business operations fa iling mostly due to human error. 

Good risk management practices require inYolvement of all teams and committees drawn 

from across all departments to help bring together various risk attitudes and fresh 

thinking to issues and solutions while helping to focus on diverse disciplines to achieve 

common ObJecthes (Brian. 2008). Other practices include setting up dedicated risk 

management and compliance units to set up and enforce standardited operational policies 

and procedures. encouraging open and direct communication channels for information 

sharing, use of common business risk language for easy understanding and training all the 

employees on various aspects of operational risks (CBK. 2008). 

1.1.3 Commercial Banks in Kenya 

Commerc ial banks are financial institutions that offer a wide range of sen ices to their 

clients and the economy in general which include: being the custodians of valuable assets 

for their clients. lending to the economy, making and receiving payments on behalf of 

their clients. bemg guarantors to their customers and providing financial ad\ ice among 

other serv1ces (CBK. 2010). Others are extended serv1ces like bane assurance (sale of 

insurance products in a bank) and share brokerage. In effect. they facilitate trade and 

commerce both internationally and locally. Ken)a's banking induslr) operates under the 
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regulation of central bank of Kenya and Kenya Bankers Association. Whereas the Central 

Bank of Ken~ a i. a gm emmcnt institution and overall industry regulator. the Kenya 

Bankers Association is a constituent of commercial banks in Kenya. 

According to CBK banking report for the period ended 30th June 2012. Kenya had a total 

of 43 commercial banks and one licensed mortgage institution. 31 of these are locally 

ov. ned while 13 of them are foreign owned. The sector also has 6 deposit taking 

microfinancc institutions. 2 credit reference bureaus. 5 representative offices and 115 

foreign exchange bureaus. The report further reveals that the number of bank customer 

deposit accounts stood at 14.8 million with a branch network of 1.1 02. while the bank 

Joan accounts v•ere 2.05 million. The main source of funding for the banking sector is 

deposits from the customers which account for 75.0 percent of total capital and funding 

liabilities. The deposit base stands at Ksh 1.7 trillion \\hich is recently has been driven 

by branch expansion. and adoption of the agency banking model. remittances and receipts 

from exports. Total assets amounted to kes 2.2 trillion. While total liabilities stood at kes 

1.3 trillion v.ith the overall profitability being kes 53.2 B (CBK, June 2012). 

The sector is experiencing some major policy developments with credit referencing 

bureaus and agency banking models having been launched in 2010 and Deposit Taking 

Microfinance institutions having been launched earlier in 2008. Credit reference bureaus 

provide banks with historic credit information about loan borrowers, while agency 

banking enables banks to increase their presence country wide at reduced costs. b) 

partnering with established businesses. The licensing of deposit taking microfinance 
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institution~ b a mo' e that is aimed at enabling these in::.titutions grow their depo::.it base 

and to provide banking sen ices to majority of the lo\\ income earners mo::.t of ''ho are 

:otill unbankcd. A nc\\ Deposit Taking Microfinancc, Rafiki DT\1 \\US licensed in June 

20 I I that brought the number of deposit taking micro finance institutions in Kenya to six 

(CBK. 20 I I). 

1.2 tatement of the Problem 

Operation risk management has acquired nc\\ credibility as a roadmap to add value to the 

business and is garncnng increased attention from the corporate world. Organia.tions 

both profitable and non-profitable are active!} engaging in streamlining their business 

processes through application of technology and use of other best practices to improve 

productivity at reduced costs. The complex processes emplo)ed to impro\'e operational 

efficienc) has increased the probability of failure or mistakes from the operations point of 

'ie'' that necessitates increased focus on managing operational risks to a\ oid losses and 

eventual do\\nfall of the financial institutions (Haynes. 2007). The focus on operational 

risks has led to the enactment of appropriate rules that compel financial organit.ations to 

identif) measure. e\aluatc. control and manage this risk has led to an increased emphasis 

on the importance of havmg sound operational risk management (ORM). practices in 

place making it one of the most complex and fastest growing risk disciplines in financial 

institutions (Khan. 2006). 

Commercial banks in Kenya have continued to engage a huge portion of their operations 

expense towards management of operationaJ risks. In an effort to achieve operational 

excellence banks have im·ested hea,·ily to enhancing their capacit} to detect and control 
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operational risk::. (Kimcu. 2009) .. nme of the undertakings include training of staff about 

risk management. setting up risk management units. creating awareness about risk to all 

staff and provision of adequate resources to meet the above objectives. However. little is 

knO\\ n about the operational level risk management practices \\.ithin the context of the 

commercial institutions particularly in cash management. 

A number of studies on operations risk management have widely been done by various 

researchers and institutions. Kemoni and Ambira (20 I 0) carried out a study to establish the 

nature and types of risks KCB is exposed to by conducting business process analyses and 

establishing the nature of records generated and the extent \\hich records management is 

emphasized as a risk management tool. Another study by Angelina (20 I 0) on credit risk 

analysis and profitabi li ty among commercial banks in Kenya established that credit risk 

management is important because it directly impacts on the profitability of the financial 

institutions. The more risky the credit facilities are the more the allocations for the 

provision expenses and vice versa and besides there is a higher chance of default in their 

repayments 

Although a number of these studies have been done on risk management. none of them 

has narrowed dO\\ll its conceptual scope to focus on operation risk management practices 

in cash operations in the contextual background of all commercial banks in Kenya. In 

view of this gap, there was need to conduct a research study to investigate the practices 

used by banks to manage risks in cash during their day to day operations. 
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' I his stud) thcrel(>rc sought to establish risk management practices in cttsh operations 

among commercial banks in Kenya b~ invcstigating factors that expose hanks to ca h 

management ri ks. and the extent at which they affect banking operations as '"ell as 

the policie.s and procedures applied to mitigate them. 

1.3 Objccth·cs of the tudy 

This research focused on the operations risk management practices m cash operations 

among commercial banks in Ken) a. Specifically. the research sought to: 

(i) Determine the forms of risks in cash operations among commercial banks in 

Kenya. 

(ii) Establish the extent of use of risk management practices used m cash 

operations among commercial banks in Kenya. 

1.4 Value of the Study 

The study will provide important information to the industl) players on the various risk 

management practices in cash operations that are in usc across the industry. The industry 

regulators will also find it useful in determining the extent to ,.,.·hich various players have 

embraced operation risk management practices in the managl!ment of cru>h. The stud) 

will also be useful to the students and other interested scholars seek.ing to carry out 

research in the field of banking especially in the management risks. 

It will assist in the appreciation of the s igni ficance of risk management as a tool to 

improve organization performance even in the ''ake of the changes and ad\ancements in 

the business operating environment in the banking sector in Kenya. 
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CIIAJ>TER T\VO: LITERATLRE REVIE\i 

2.1 Operations Risk 

·r he Integrated Risk Management Model (2000) by the Government of Canada defines 

risk as the uncen.ainty that surrounds future C\cnts and outcome~. It is the expression of 

the likelihood and impact of an event ''hich has the potential to influence the results or 

the success of an organization· s objectives. FAA System Safety Handbook (2000} defines 

Risk as the probability and se\ crity of accident or loss from exposure to various hazards. 

including injury to people and loss of resources. Risk generally is a function of SC\ crity 

and probability. According to (Basel IL 2004) published h) Basel Committee. operations 

risk is defined as the risk of loss resulting from inadequate or failed internal processes, 

people and systems or to some extent. external events. 

Operations risk v.ill change from industr) to industry due to the change in the core 

functions of the organtzauons and the extent of use of technology and human input with 

industries with lower human interaction likely to have lower operational risks. Risks can 

be grouped into operational. strategic. compliant or rcputational risk (Mwisho, :001; 

Central Bank of Kenya, 2005). In the banking industry risks have been categorized into 

market risk. operational risk. credit risk. and capital risks. For the banking industr). 

operations risk is any probability of a loss either to the customer or the bank in the course 

of its provisions of services to the customers (K.han, 20 I 0). Ambira (20 I 0) also defines 

operational risk in banks as transaction risk which arises from an error. fraud or inability 

to deliver products or scf\ ices or maintain a competitive position or management of 

information. 
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During the early part of the.! decade. much of the focus in risk management \\.'as on 

techniques for measuring and managing market ri:.;k. As the decade progressed. this 

shifted to techniques of measuring and managing credit risk. By the end of the decade. 

firms and regulators \\ere increasing!} focusing on risks other than market and credtt 

risk. I hese came to be collecti\'el) called operations risJ...s because they permeate all 

other business aspects in the banking industry (Khan. 20 I 0). 

Presently. banks are exposed to various types of operational risks. that include the 

potential of losses arising from internal acti\ ities or external events caused by 

breakdowns in information communication. physical safeguards, business continuity, 

supervision, transaction processing. settlement systems and procedures and the execution 

of agene} responsibilities (Kithinjt. 2010). 

2.2 Cash Operations Risks 

Bruce {2002) argues that cash operations risks are the potential dangers that are 

associated with cash handling practices/procedures. Cash handling risks range from 

errors in withdra\\al deposits. counterfeit currencies. fraud or theft by cash handling staff. 

burglary from ATMs or vaults and transportation of currene}. According to Blond 

(2002). cash operations risks are the risks that organizations are exposed to in the process 

of managing or handling cash. Where cash is defined as the mone) infom1 of banknotes 

and coins especially that is issued by the government as legal tender as medium of 

exchange for goods and sen ices. L'nlike other assets. cash is very risky. highly sensitive 

and requires special care and caution when dealing with it. Exposures during cash 
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operations comes about when standard procedures and guidelines that should be 

follo\\ed to when handling cash are inadequate or compromised either intentionally or 

due to sheer negligence by the cash handlers. Besides this. banks also have not been able 

to maintain the integrity of cash handling to satisfactof) levels either duc to Jack of 

adequate equipment or training for their staff who handle cash (CBK. 2008 ). 

Among the most common cash handling risks arc clerical errors and faults with the cash 

handling equipment. This happens when the clerks do omissions or misposting of figures 

during transactions. At the end day the physical cash and the ledger balance fail to 

reconcile leading to cash shortage or overage. The cash counters too may be faulty failing 

to give an accurate count of the notes or coins being counted during a cash deposit or 

withdrawal transaction. The machines used to scan notes may also fail to accurately scan 

the currency notes leading to receipt in counterfeit notes from customers. In al l these 

scenarios the banks stand to incur huge losses especially if this happens frequently and is 

replicated across se\'eral branches (Bruce, 2009). 

Banks too experience fraud or theft by cash handlers or armed robbers and fraudstcrs. 

Internal staff entrusted with the custody of cash may collude with outsiders to steal from 

their employers or from unsuspecting customers. Incidences of burglary and armed 

robberies in the banking halls have greatly reduced although the threat is still high. 

Criminals have now changed tact and are instead using pen and paper to perpetrate their 

acts. This usually takes place as an · inside job' and losses involved are usually Yery high 

putting the reputations of the institutions is put on the line. According to (Mburu. 2010) 
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Kenya·.s banking sector is a soft target b) fraudstcrs ''ho usually get away \\ith hefty 

sums of money '' hene\'er they strike. 

Cash in transit (CIT) has become another soft target by organized criminals \\ho usually 

collude with the security agents escorting the cash to distant locations. 

The banks may strictly adhere to the guidelines used for cash mov~:ment but ,.,ill not have 

much control once the cash has been dispatched from the source location until the time it 

arrives to its destination (Blond, 2002). Banks have usually taken up an insurance cover 

for the cash in transit in an effort to minimize the risk by passing it to a second party. 

2.3 Cash Operations Risk Management 

Cash operations risk management is the careful planning. controlling and coordinating 

of all the acti\ ities and processes that aim to reduce the risk exposure of an 

organization in its cash operations activities and processes (F.A.A systems. 2000). It 

entails the entire process of identifying, evaluating, controlling and reviewing risks, to 

ensure that the organization is exposed to only those risks that it needs to take to 

achieve its primary objectives. Cash operations is one of the critical functions for 

banking organizations and is ke} to achie' ing their primary objectives. Risk 

management in cash operations , ... ·ill aim at reducing the 'ulnerabilities of these 

organizations to an) inherent risks for all the cash activities b; increasing the controls 

and monitoring for the cash based processes (Fallon, 20 I 0). 

It is through detection and identification of cash risks that risk managers are able to 

develop risk control options that once implemented will reduce uncertainties and costs 
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associated \\ ith operating fla\\!) "hilc increasing cfficicnc) and the chances of succcs!i 

for the cash handling proccssC!i. In commercial bank. ca<ih operations risk 

management prO\ ides an assur • .mce for business acti' Illes and administrath c 

functions. the customers and other stakeholders besides the senior management team. 

Gi' en the risk exposure faced by the banks due to the nature of their business. 

management of operation risks in banks helps raise awareness of the significant risks 

that the) constantly face and the biggest danger is when they fail to identify such risks 

until it's too late (Basel I. 200 I) Operations risk management is a critical success 

factor that determines the success or failure for these institutions. 

It is not possible to completel) eliminate risks but the) can be either transferred to 

another party \.\illing to take risks i.e when taking an insurance poliC) o r entering into a 

forward contract. Risks can also be reduced b) having good internal controls. or retained 

to avoid cost of reducing risks m anticipation of higher profits. Risks can also be shared 

by partially retaining and partiall)' transferring them (Nupur. 2005). 

2.4 Risk Management Framework 

According to McGraw (2005) a risk management framework encompasses the scope of 

risks to be managed. the process S) stems and procedures to manage risk and the roles and 

responsibilities of individuals imolved in risk management. The framework should be 

comprehensive enough to capture all risks a bank is exposed to and have flexibilit) to 

accommodate an) changes in business acth ities. An effecti\e risk management 

framework includes the following. 
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First. there should ~ clearly detincd risk management policies and procedures co\'ering 

risk Identification. acceptance. measurement. monitoring. reporting and control. 'J his is 

important to create awareness of the risks present. the extent of the exposure and its 

impact to the organit.ation. According to Alberts (20 1 0). there needs to he an assessment 

of the bank's attitude to each exposure which varies across the business functions and is 

dependent upon the critical nature of a function. This ensures that that the bank's 

strategic goals have been complied with in the management of operational risks 

Secondly there needs to be a well constituted organizational structure defining clearly 

roles and responsibilities of individuals involved in risk taking as well as managing it. 

Banks. in addition to risk management functions for various risk categories may institute 

a setup that supervises overall risk management at the bank (Kemoni, 2009). This could 

be in the form of a separate department or bank's Risk Management Committee that 

could perform such functions. The structure should be such that it ensures effective 

monitoring and control over the risks being taken. The individuals responsible for re,·ie'' 

function (Risk review, internal audit. compliance etc) should be independent from risk 

taking units and report 

direct!) to the board or senior management who are also not involved in risk taking. 

Thirdly, there should be an effective management information system that ensures flow 

of information from operational level to top management and a system to address any 

exceptions observed. Open communication and information sharing throughout the 

organization is key for effecti,·e risk management. 
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Lastl). the framework should have a mechanism to ensure an ongoing re\ iC\\ of policies 

and procedures for risk management and proccc.lurc to adapt to changes either in the 

busmess strategies or the operating en\'ironment. ~I here should also be an explicit 

procedure regarding measures to be taken to ac.ldrcss such exceptions or de\ iations 

(Hansruedi. 2006). 

2.5 Operations Risk Management Practices 

The primary risk management response in all sectors has been to seek to improve the 

quality of procedures and controls while increasing accountability and awareness 

Firms have put in place risk management strategies and have invested their resources into 

this by setting up dedicated man risk units and qualified staff in addition to the traditional 

internal control and audit procedures. Banks in particular have undertak.en comprehensive 

research on measurements and methodologies for operational risk. reflecting ,·arious 

degrees of sophistication in operational risk management (Basel I. 2001 ). A bank's ability 

to measure. monitor. and steer risks comprehensively is becoming a decisl\e parameter 

for its strategic positioning. The risk management framework and sophistication 0f the 

process, and internal controls. used to manage risks. depends on the nature, size and 

complexity of institutions acth ities. ~evertheless. there are some basic princ1ples that 

apply to all f1nancial institutions irrespective of their size and complexity of busmess and 

are reflective of the strength of an individual bank's risk management practices (Basel I. 

2001 ). 
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Risk ~1anagemem is a discipline at the core of c\cry financial institution and 

encompasses all the acth itics that affect its risk pro tile. It in\'oh cs identification. 

measurement. monitoring and controlling risks to ensure that the individuals '' ho take or 

manage nsks clearly understand it. the organi:t.ations risk exposure ~ ~ within the 

acceptable limits and in line "ith the business strategy and objecuves. Abo cnucall) 

there is need to ensure that the expected payoffs arc adequate to compensate for the risk 

(Bruce. 2002). 

2 .5.1 Risk Management Policies and Procedures 

Development and implementation of appropriate risk management polic1es and 

procedures is the most basic approach towards the management of risks in the banks. 

Besides the central bank ·s risk management guidelines that help to control risks across 

the industry, banks too have further developed and implemented their own risk 

management policies and procedures (CBK, 20 I 0). Policies and procedures prO\ ide a 

reference point and guidelines to help standardize the da} to day operational practices 

throughout the organization. Ha' ing standard procedures throughout the organi/..ation 

great!> reduces operational risks and provides confidence and a:-;sumncc to all 

stakeholders (Ambira. 20 I 0). 

According to (Basel I. 2001) organizations do have risk policies ''hose aim is to set the 

firm· s appetite for taking on 'arious risks and to establish approaches for their 

measurement and management. The risk policy specifically helps in idcntif)ing 

acceptable risks and desirable risk management techniques that eventually forms an 

integral part of their ongoing risk management process. It is usually the risk management 
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units that translates the risk poltctcs into tangible and 'erifiuble processes and controls 

"ltich include. an approach to risk identification and mea urcmcnt: limits and guideline~ 

govemmg risk taking: internal controls for controlling. monitoring and reporting risks. 

The policies and framcv•ork help institutions to identify stress situations ahead or time 

and plans to deal v.:ith such unusual situations in a timely and effective manner. Stress 

situations to which this principle applies include all risks of all types. For instance 

contingenC) planning acti\ ities include disaster recover) planning. public relations 

damage control. litigation strateg}. responding to regulatory criticism etc. Contingenc~ 

plans should be re\iewed regularly to ensure the) encompass reasonably probable events 

that could impact the organization. Plans should be tested as to the appropriateness of 

responses. escalation and communication channels and the impact on other parts of the 

instHution 

2.5.2 Dedicated Risk Management Units 

Teschner (2008) in his perspective of bringing back best practices in risk management 

argues that a longside a farsighted and responsible front office. banks need to have an 

effective, nsk management function headed b) highly s"-illcd ma.tlagers \-.ho need w go 

beyond the ordinaf) role of limit checking to manage risks. Rather they also need to 

develop a deep under::;tanding of the functions of other departments so that the) are able 

to have concentrations, correlations. and early warnings. However. highly skilled risk 

managers are not enough on their O\\TI. The risk management unit also requires a 

supporting organizational structure, infrastructure. and internal processes besides timely 

and accurate data as weJl as the authority to enforce actions and impose rapid sanctioning 

mechanisms when appropriate (Gorrod, 2004). 
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Organi1..ations may want to manage their risks on!~ in the ar~as ''here the~ pcrcci' c to be 

most \1llncmblc. But according to UK'S Financial . cn·icc:-; Authority (2005) operation 

risk management is a fundan1emal part of doing busincss that must be addressed 

appropriately to proactively identify. assess and monitor opcmtional exposures 

throughout the organization for success to be achieved 

2.5.3 Teamwork and Open Communication 

Good risk management practices require involvement of formal and informal teams and 

committees drawn from across aJI departments. This helps to bring together \arious risk 

attitudes and fresh thinking to issues and solutions while utilizing diverse disciplines to 

achieve common objectives (Basel L 2001). While the overall responsibility of risk 

management rests \\ith the board of directors. it is the duty of senior management to 

transform strategic direction set by board in the shape of policies and procedures and to 

institute an effective hierarch} to execute and implement those policies. To ensure that 

the policies are consistent with the risk tolerances of shareholders the same should be 

appron~d from board. 

Open communication is also necessary for risk management because v.ithout open 

communication it v.:ill not be possible to involve evef) bod) from all Je,cls and 

departments. Managers require direct communication channels up. do\\n and across their 

business units to help identif) risks and take appropriate actions. f-or this to happen, 

information must be shared accurately and in a timely manner through use of a simple 

and common business risk language that enables managers to talk v.ith indi\ iduals from 
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the tcnns that e\ Cl) bod~ understands. 'Ibis i!> important also because c' Cl) body is 

expected to be aware or and manage risks in their day to day assignments. To be 

effect1ve. the concern and tone for risk management must start at the top 

2.5.4 Organization Wide Training on Risk Management 

R1sk management training has been incorporated as part of a corporal.: training 

curriculum. and helps create a''arcness and understanding about various risks facing the 

organization among employees in the organizations (FSA. 2005). Some of the topic areas 

include: risk assessments. best practices. legislative requirements: safety~ objectives for 

managing risk and risk-awareness training to ensure that all staff considers risk in their 

decisions. Human capital is the most important asset to an organization. Al l organization 

policies are implemented through and by the staff and hence investing in their 

empowennent in terms of skills is the only sure way to achieve the best results. Training 

on risk awareness is the fi rst step in risk management that ensures that all staff are aware 

of the risks around them and the potential losses and consequences that face them 

(Gartner, 2011). 

Risks must not be "Viewed and assessed in isolation. not only because a s ingle transaction 

might ha\ e a number of risks but also one l)pe of risk can trigger other risks. Since 

interaction of 'arious risks could result in d1minution or increase in risk. the risk 

management process should recognize and reflect risk interactions in all business 

activities as appropriate (Kcmoni. 2009). While assessing and managing risk the 

management should ha\ e an O\erall vie\\ of risks the institution is exposed to. This 

20 



requires having a structure m place to look at risk interrelationships across the 

organization. 

Various studies have been carried out about risk management practices but none of them 

has focused on the operation risk management practices in the management and handling 

of cash by commercial banks in Kenya. Ambira and Kemoni (2009) carried out a 

research on records management and risk management in the banking industry in Kenya. 

The aim of the study was to investigate records management and risk management at 

Kenya Commercial Bank (KCB) Ltd in Nairobi and propose recommendations to 

enhance the functions of records and risk management in KCB. Githinji (2010) also 

carried out a study on credit risk analysis and profitability among commercial banks in 

Kenya and but did not seek to establish the risk management practices applied to manage 

cash. 
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Cll PTER THREE: RE EARCIIl\tETHODOLOGY 

3.1 Rc earch Design 

A survey method was used to gather infonnation from the various banks in Kenya to 

investigate the operations risks and the operations nsks management practic~ m cash 

management used by the commercial banks in Kenya. See a list of banks m Appendix II. 

3.2 Population. 

The population of study was aU the 44 commercial banks operating in Kenya. (See the 

list attached). Deposit taking microfinance institutions were also included in the study 

since they deal with and handle cash m the course of thetr operations. In Kenya there are 

6 licensed deposit taking microfmance institutions. A census study was done for all these 

institutions. 

3.3 Data Collection 

The primary data was collected through the use of questionnaires. The questionnaires had 

both closed questions for fixed response and open end questions to be able to capture any 

divergent responses from the participants. The questionnaire prepared tested the extent of 

use of these practices by commercial banks together with their effectiveness in the 

management of the risks faced by banks in cash management. 

The respondents were operations managers and risk managers in the target institutions. 

Where it was difficult to obtain responses from the senior managers at the banks' head 

offices, responses were obtained from the operations managers at the branches. 
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Comemence was used m sampling to determine the branchc~ from where the r~ponscs 

were to be obtained. 

The questionnaire had open and fixed response questions wh1ch had a th:e point rating 

scale where ( 1) represented the least sign1ficance and (5) repre!)cntmg the most 

significant. The questionnaires will be administered through drop and p1ck method where 

and follow up will be done \ ia e-mail or telephone. 

3.4 Data Analysis 

The data collected was analyzed using quantitative analysis so as to be able to draw 

summaries. Data presentation was done by the use frequency tables. This is was to ensure 

that the gathered information was clearly presented, interpreted and understood. 

Descriptive statistics such means and standard deviations were used in drawing 

conclusions. 
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CHAPTER FO R: DATA A ~ALY I , FINDI 'G A'D 

CO. CL . 101'4 

4.1 Data Analysis and Finding 

Out of 44 commercial banks that \-\ere sampled. only 27 responded. giving a n:sponsc 

rater of 61 %. this is a good representation of the commercial banks 1 n Ken) a. 

4.2 Risks in cash operations 

There are a number of cash operation risks expenenced by commercial banks in Kenya. 

the respondents were asked to indicate the extent to \.\.hich their commercial banks ha\e 

experienced certain types of risks in cash operations on a five Iikert scale whereby. I 

represented a very small Extent, 2 represented a small Extent. 3 represented a Moderate 

Extent . 4 represented a Great Extent and 5 represented a Very Great Extent. The results 

are in table 4.1 belO\-\. 

From the results in table 4.1 below to a great extent (3.5 > mean) it is e\.ident that lack of 

integrit) among the staff members and the nature of businesses that the banking 

organizatiOns deal with are the major cash operation nsks that face the commerc1al banks 

in Ken) a. This is quite in line ""ith (Kemoni. 20 I 0). Presence of all other risk control 

measures cannot sufficiently deter people \\.ith ill mothes from carrying out their 

fraudulent activities. Besides. implementation and adherence to the risk management 

guidelines is entrusted to the staff v.ho must be highly disciplined and motivated in order 

to compl) with the set policies. Banks need to ensure that they hire only people with high 

moral standings in order to guard the organizational integrity and uphold professionalism. 
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Table 4.1: Risks ;, cash operatilJII .~ 

I tandard 

Risks in cash operations Mean !deviation 

J Lack of integrity among staff members 
-· 

3.9259 0 8:!862 

1
The nature of business processl!s 

- · 
1.5741 0.78082 

1
The volume of transactions 

-- -
2.8889 1.05003 

'Lack of appropriate Banks policies and procedures 2.6667 1 

IThe business environment 2.5074 0.84395 

!Breakdown of communication 2.3333 fo.83--3205 

!Errors due to failure of technology in use (e.g scanners. note 1 

counters or access controls) 2.2963 0.91209 

Errors due to information systems failure. 2 0.78446 

Breakdown of information systems 1.963 0.75862 

1
0.60 t52 

-

External staff from contracted agencies 1.8519 
I 

The nature of customer needs 1.7778 !0.75107 
- --

Failure in transaction processing 1.6667 10.67937 

1

0uring execution of agency responsibilities (e.g suppliers who 

provide outsourced services such as CIT or printing security 

documents) 1.4926 0.50071 

Breakdov.11 in physical safe guards 1.3185 0.50918 

To a moderate extent (2.5 ?:: mean < 3.5) lack of appropriate policies and procedures, the 

business environment. and breakdov.n of communication and volume of transactions will 

expose the banks to cash operations risks. This is because a compromise in any of these 

factors alone \\ill onl) create an opportunity for fraudsters or criminals to plan for their 

motives. It requires a combination of these factors and others for the criminals to be 
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successful. OperationaJ policies and procedure will reqUire the input of the human 

resources who must obser. c the laid down procedures for the success of these practices. 

This is inlinc \\ith findings of (CBK 2008) in the annual report of banking survey. The 

other risk comes from the t) pe of business that the banks deal with. The bulk of business 

activities in the bank deals with liquid cash which by default is very risky. Money is 

aJways tempting because it is perceived by many to be a means to great achievements and 

satisfaction. Carrying out large volumes of cash based transactions where bulk cash is 

involved needs a very secure em·ironment to operate in. hence the involvement of 

agencies that provide security to guard the banks and the cash in transit. 

To a small extent (1.5 ~mean< 2.5) banks will have the risk exposure by the technology 

in use both by machines and information systems. This is because the note counting 

machines and scanners that arc used are quite effective and errors experienced when 

counting or scanning cash are quite minimal if undetected by the cash handlers. Errors 

from the information systems in use are usually traced through reconciliation of daily 

transactions because they arise during posting of entries in the system. The information 

systems in place do not fail or breakdown quite often and when they do backup systems 

that are in place are used to process transaction. Customer needs are usually managed and 

situations that invoh·e extraneous demands from customers such as getting ser.,ice 

outside the bank premises or outside working hours are usually done very cautiously and 

strongly discouraged by banks. There are only \ery fe\\ extremely needy cases that arc 

attended to and their sen·ice is done with a lot of caution to ensure that all the rules are 

followed as per the operation policy guidelines. 
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To a vel! small extent (mean < 1.5) breakdO\\n of physical safeguards and staff from 

contracted agencies offering outsourced sen ices \\ill be a source of cash operation risks 

to the banks. fhis is because the external staff are hired only to prO\ ide sen ices that do 

not invol\'e direct contact"' ith cash. Besides the) work under supcn'ision of bank staff 

\\hO must al\\a)s be \\atchful ensuring that the terms of engagement are foiiO\\ed. The 

physical safe guards in vaults and strong rooms will rarcl) breakdown on their O\m. It 

will onl) take human effort to compromise the authentication procedures or the access 

codes that arc used to Jock them to make them unsecure. l Ience once again this 

underscores the fact that the staff ha\e a ver} crucial role to play in risk management. 

The above findings are in line with fmdings of (Bruce, 2009) in his re\ie\\ of cash 

handling practices in Aruba 

4.2 Risk management practices in cash operations 

Given that there are a number of risks that face the commercial banks in Kenya there is 

need for short term and long term plans to mitigate them and ensure that losses arc 

avo1ded at all times. !"his therefore means that nsk management is an absolute!) ver) 

critical business function within the banking industr} because most of the acti\ ities in the 

bank are sensitive acth ities that relate to the econom} and the money-societ}. The 

respondents were asked to indicate the extent to which their commercial banks have 

engaged certain types of risk management practices in cash operations on a fiYe Iikert 

scale \\hereby, I represented a very small Extent, 2 represented a small Extent. 3 

represented a Moderate Ex1ent . 4 represented a Great Extent and 5 represented a Very 

Great Extent. The responses are in table 4.2 below. 
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Table 4.2: RisA mallagem elll practice~ ;, ca.\11 operatio11~ 

I Practice td. 

Mean De, iation 
-

Cse of regulators guidelines in cash management. 4.7407 0.44658 

--
Use of armed guards in the banking halls 4.7037 0.46532 

Training of cash handlers on safet) practices 
~-

4.65~9063 
- -

Use of cash limits positions 4.5556 0.57735 

-~56 0.50637 
·-

Use of dual control to access cash areas and strong rooms 
-

Conducting end of da) reconciliations for all cash transactions 4.5333 0.67417 

Pro\ ision of separate drawers for each cashier 4.5231 0.85402 

Use of cash registers to record mo'\·ement of cash internally 4.5172 0.57239 

Standardized the day to day operational procedures across the 

'bank 
4.501 0.57981 

4.4074 0.50071 Use offake currenc) detectmg machmes 
f---

Empowerment and Engagement of qualified risk managers 4.2963 0.8689 

Information management systems 4.2222 0.69798 

Use of appropriate disaster recovery planning 3 45~6 0.8<> I "6 

--
Identification of stress situations 3.4074 0.93064 

I 

lonJine processing of cash transactions 2.5926 1.24836 
·~-

From the findings in table 4.2 above to a very great extent (4.5 ~mean) there is a common 

practice across the industr) where each bank has engaged the use of the regulators 
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guidelines\\ hich provides the minimum threshold pmcticcs that must be u ed by all banks 

in managing the cash operations risks. 

These include use of cash limit positions where there is a set maximum cash holding limit 

within which each till or bmnch must not exceed. If this position is exceeded. all excess 

cash must be repatriated to the next level holding till/position. This effectively ensures 

that the tellers or the branches only have the cash they need for their operations and that 

the bank docs not run the risk of losing more than the amount of limit in that position 

which is also usuall} insured. Further access to vault must be (dual control) done by two 

authorized officials of the bank. This ensures that they check on each other and provide a 

witness account of movement of cash \\hich mu~t also be recorded in the cash movement 

registers and signed by the l\"0 officials. This is in line with findings of (Bruce. 2009) in 

his study of cash management practices in Aruba. 

Further each teller/cashier is provided ·with a separate drawer and movable cash box 

which are always kept under key and lock whenever not in use with the cashier being the 

sole custodian of the key. This ensures all cash and security items like stamps allocated to 

him are always safe and that only him/her has access to them. At the end of day, each 

teller is expected to reconcile all his/her '>\Ork for the day to ensure that all entries are 

correctly posted into the information management system. The physical cash in the till 

must tally ·with the balance as indicated in the teller general ledger from the system. 
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But various le\ els of exposures to risks. coupled with the need to increase operational 

efficiency through better risk management ha' c compelled the hanks to engage m more 

practices that serve to tighten their control of risks that face them. 

Hence to great extent (3.5 · mean < 4.5) there is usc of practices such as the usc of fake 

currency detecting machines. regular training of cash handlcrsftellers to improve their 

skills in cash handling and engagement of professional risk managers \\ho come up with 

risk management policies and oversee their implementation throughout the bank. Use of 

professional risk managers and dedicated risk management units is key step towards 

achieving successful risk management practices which is in line ,.._rjth recommendations 

and findings by (Basel II, 2004 ). further the usc of information systems to enhance 

operational efficiency is key to providing and sharing information throughout the 

organization. This greatly enhances communication throughout the organization which is 

in line with the findings of (Basel II. 2004) where communication and information 

sharing was found to be an important practice in risk management. 

To a moderate extent (2.5 > mean < 3.5) the banks have adopted the use of disaster 

recovery planning. identification of stress situations and online processing of transactions 

in the management of cash operations risks. Disaster recovery planning is done to ensure 

busin~ss continuit) and smooth flO\.\ of operations in case of a disaster that rna) criticaJiy 

disrupt the operations of the organization. Here one organization enters into agreement 

with another organization to provide the basic resources needed by the affected 

organization to be able to continue providing minimum services to its client before the 

normal operations are restored. Appropriate disaster recovery planning ensures that the 
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bank is adequatcl} protected from any inherent risks m cash operations during the 

recover} period. 

omettmes during the course of operations banks do experience stress situations where 

their resources get stretched beyond limit due to the oven,helming nature and amounts of 

\\Ork load. When this happens procedures and due processes may be compromised 

\\hich leaves the banks exposed. Hence to a moderate extent banks must identify and deal 

\\ith stress s ituations early enough in order to avoid such exposures. Banks do this by 

allocation of additional resources to cope with the increased demand from the heavy 

workload. 

Online processing of cash transactions has only been used to manage cash operation risks 

to a small extent. This is because aJthough cash transactions need to be posted promptly 

into the system. this does not significantly affect or expose the cash to any risks. It is only 

1mponant tryat the transactions be posted because it is part of the processing procedures 

for record keeping. This is inline with fmdings of Ambira and Kemoni (20 10) in their 

research study into records management in KCB. Failure to post transactions into the 

system may lead to losses and accountability will be difficult. 

Although the use of these practices is routine, their use will not criticall) caution the 

banks against cash operations risk. Rather they sene to enhance the critical practices that 

must be engaged in the management of cash operations risks. Hence their use is only to a 

moderate extent in the management of these particular types of risks. They hov.-e,er are 
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cntical in the management of other t~ pes of risks hy the banks :.uch as compliance risk:s 

''here the) arc engaged to a 'cry grea1 extent. 

CHAPTER FIVE: t;MMARY, CONCLL 10 . A TD 

RECOME DATIO T 

5.1 S umma ry 

The study wa~ to investigate the risk management practices in cash operations and the 

cash operations risks that face the commercial banks in Ken) a. From the study it is 

evident that lack of integrit) among bank employees and the nature of business processes 

that banks involve in are the major sources of risks for the banks in cash operations. The 

bank employees such as the tellers, cash officers and others who act as cash custodians 

have a very critical role to play in ensuring that the laid down procedures are followed at 

all times and that the cash handling practices as dictated b) the policies are observed. lf 

any one or more of the required practices are compromised due to negligence or sheer 

malice it creates an opportunit} for thieves or fraudsters to ad,ance their motives usually 

causing the bank to incur huge losses. An intention to compromise anv of these processes 

is usually triggered by issues within individual members of staff which are usually not 

addressed by the organization appropriate!) and timely. Lack of w:ork satisfaction, Jack of 

moti\ation or greed among employees could be the likely causes of this. 

fhe other likely exposure is from the kind of business that the ban.ls engage in. Banks 

deal ,.,;th mone} as part of their core business '"'here they facilitate payments and as act 

as the cash collecting. distribution and circulation agents m the economy. The public"s 



imerest and desire to ha' e cash \\ hich is pcrceh cd as a ml!ans to achic\ cments is 'cry 

high. Cash is risky and expensive and the publics· propensity to twld cash is high as 

evtdenced by a high percentage of cash holdings as a proportion of the money supply. 

The continued usc of cash as a medium of exchange for goods and services in Kenya 

makes its demand e\'en higher. The majority of the respondents have cited this as a major 

reason \\hy banks remain exposed to risks such as armed robberies and fraud both from 

the outsiders and insiders. This has remained a major cause of concern from the industry 

and the security agents who havt! to deal '"ith incidences of crime involving huge losses 

of cash e\·ery now and then. Besides this, the banks usuall> face uphill task of ha\'ing to 

restore confidence to their clients whenever such incidences occur in their organizations. 

Although there exists other factors that expose the banks to cash operations risks. Lack of 

integrity among the staff members and the nature of busiPess processes were given a lot 

of weight by the respondents and therefore they pass to be greatest sources of risks faced 

by the banks in cash operations. 

From the study it is e,·ident that banks have engaged a number of risk management 

practices in their operations in an effort to complete ly mitigate the risks that the> are 

exposed. Cash operations is one of the main areas through which banks arc likely to 

suffer huge losses and hence the need to allocate substantial resources lo\\ards prevention 

of these losses. Nothing is left to chance and no effort is spared \\hen it comes to risk 

management. This explains why any practice that is deemed necessary in the prevention 

of losses is strongly embraced and applied in the day to day operations. Top among these 

practices is the use of the regulators guidelines \\hich outlines the policies and procedures 
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that eve!") institution must usc in its operations. The operational guideline!) that arc 

proYidcd by the CBK fonns the bare minimum of the risk management practices that are 

in use across the industr). Jn addition to these each bank has funher engaged more 

practices that serve to strengthen its control of risks in its operations. 

5.2 Conclusion 

From the study. it is evident that to a very great extent lack of integrity among bank 

emplo)ees and the nature of business processes that banks imohe in are the major 

sources of risks for the banks in cash operations. Also lack of appropriate polic1es and 

procedures, the business environment. breakdown of communication and the \'Oiume of 

transactions wi ll expose the banks to cash operations risks to a great extent. 

The cash operations risk management practices that are used to a \'Cr) great extent by 

commercial banks are: use of regulator guidelines. regular training of cash handlers. use 

of cash limit positions and use of dual control to access cash "aults. use of separate 

drawer b) each teller. use of cash registers to record movement of cash. To a great extent 

there is use of technolog) and fake currency detecting machines. use of professionally 

quaJified risk managers to manage risks. Although the extent of use of these \'aries 

slight!) from one bank to another, the importance of identification and management of 

these risks is highl) upheld across the industf) by all players and other stakeholders. 

5.3 Implications on theory and practice. 

Banks can achieve more in cash operations risk control b) ensuring that the) hire only 

indh iduals who haYe demonstrated good moral standards and integrity. If possible a 
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cenificate of good conduct from the police and strict ,·cuing by rdcrccs should be 

mandatory rcqutrcmcnts when hiring of cmployel.!s is done. 1 his will cnsurc that the bank 

maintains a \\Orkforce that is free of any criminal minds. 

The regulator rna} usc the study to establish the extent of use of risk management 

prudential guidelines across the industry. The industry players can also use it to compare 

their practice with the rest of the industry. 

5.4 Recommendations for further research. 

The objective of stud} was to establish risk management practices in cash operations as 

\veil the cash operations risks that face the commercial banks in Kenya. A further study 

can be conducted to establish the impact these risk management practices on business 

processes. This is because of the time and massive resources dedicated the management 

of cash operation risks in the banks. Some organizations also ha,·c greatly empowered the 

risk managers so much that their decisions can adverse!) affect the operations of the 

entire organization all in the name of risk management. 

Another study can be conducted to establish whether risk management can be used as 

achieve competitive advantage by commercial banks tn Kenya. 

5.5 Limitations of the study 

The major limitations experienced by the researcher were lack of time and resources to 

enable data collection and folio" up from all the target institutions and respondents. The 

intention was to reach out to all commercial banks in Ken}a including the deposit taking 

micro finance institutions. The response rate would have been higher had there been more 

time and resources for the field work. Another limitation \\as from the fact that the 
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respondents may not have allocated enough time to carefully go through th~ 

questionnaire in order to give appropriate ans\\'ers for the questions. This in effect may 

ha,·e compromised the quality of responses given in the questionnaires. 

Some institutions did not have dedicated risk departments and hence did not have risk 

managers who were the preferred target respondents. In such cases. response was sought 

from managers in the operations departments who may not be \\ell versed \\ith risk 

management issues much as their counterparts from the risk department and hence may 

not have given responses from a risk point of view. 
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APPENDICES 

Appendi:\ I 

QUE TIONAIRE. 

ECTIO~ A: BACKGROt:. 10 I 'FORMATIO~ 

1 Please indicate the name of your organi7ation 

2. What is your position in the organization? 

3. HO\-\ long have you \\Orked with the organization? ................................ . 

ECTIO B: Rl KS I~ CA II OPERATIONS 

4. To what extent has your bank experienced the following forms of operational risks 

The rating is a scale ranging from 1 to 5 where 1 represents the lowest and 5 

repre cots the greatest 

(Kindly tick as appropriate) 1 2 3 4 5 

Breakdov.rn of information systems ( ) ( ) ( ) ( ) ( 

Breakdo\vn of communication ( ) ( ) ( ) ( ) ( 

Breakdov.n in physical safe guards ( ) ( ) ( ) ( ) ( 

Lack of appropriate Banks policies and procedures ( ) ( ) ( ) ( ) ( 

Failure in transaction processing ( ) ( ) ) ( ) ( 

Lack of proper supen'ision of transactions. ( ) ( ) ( ) ( ( 

During execution of agency responsibilities ( ) ( ) ( ) ( ( 

(e.g suppliers \\.ho provide outsourced services 

such as CIT or printing of security documents) 
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5. To what extent do the following factors expose your bank to the risks associated with 

cash operations? 

(Kindly tick as appropriate) 

1 2 3 4 5 

The nature of business processes ( ) ( ) ( ) ( ) ( ) 

The volume of transactions ( ) ( ) ( ) ( ) ( ) 

The business envirorunent ( ) ( ) ( ) ( ) ( ) 

The nature of customer needs ( ) ( ) ( ) ( ) ( ) 

Errors due to failure of technology in use ( ) ( ) ( ) ( ) ( ) 

(e.g scanners, note counters or access controls) 

Errors due to information systems failure. ( ) ( ) ( ) ( ) ( ) 

Lack of integrity among staff members ( ) ( ) ( ) ( ) ( ) 

External staff from contracted agencies ( ) ( ) ( ) ( ) ( ) 

Lack of appropriate Banks policies and procedures ( ) ( ( ) ( ) ( ) 
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ECTIO C: RI K MA AGEMENT PRACTICE 

6. To what extent has your bank used the following in its risk management practices in 

cash operations? 

(Kindl) tick as appropriate) 

1 2 3 5 

Use of cash registers to record mO\'ement of cash 

internally ( ) ( ) ) ( ) ( ) 

Pro,ision of separate drawers for each cashier ( ) ( ) ( ) ( ) ( ) 

Online processing of cash transactions ( ) ( ) ( ) ( ) ( ) 

Verification of cash to ensure its within limit positions ( ) ( ) ( ) ( ) ( ) 

Use of dual control to access cash areas and strong 

rooms ( ) ) ( ) ( ) ( ) 

Use of dual control in transaction processing ( ) ( ) ( ) ( ) ( ) 

Conducting end of day reconciliations for all cash 

transactions ( ) ( ) ( ) ( ) ( ) 

Lse of Fake currency detecting machines ( ) ( ) ( ) ( ) ( ) 

ReguJar training of cash1ers to handle cash ( ) ( ) ( ) ( ) ( ) 

Training of cash handlers on safet) practices ( ) ( ) ( ) ( ) ( ) 

Use of armed guards in the banking halls ( ) ( ) ( ) ( ) ( ) 

Identification of stress situations ( ) ( ) ( ) ( ) ( ) 

Timely and effective information sharing ( ) ( ) ( ) ( ) ( ) 

Use of appropriate disaster recovery planning ( ) ( ) ( ) ( ) ( ) 

Empowerment and Engagement of qualified risk 

managers ( ) ( ) ( ) ( ) ( ) 

Thank you for your cooperation. 
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Appendix II 

LICE CED COMMERCIAL BA:XK IN KE~V A 

1. ABC Bank (Ken)a) 

2. Bank of Africa 

3. Bank of Baroda 

4. Bank of India 

5. Barela} s Bank 

6. CFC Stanbic Bank 

7. Chartcrhouse Bank 

8. Chase Bank (Kenya) 

9. Citibank 

10. Commercial Bank of Africa 

11. Consolidated Bank ofKen)a 

12. Cooperative Bank of Ken} a 

13 Credit Bank 

14. De\ dopment Bank of i(enya 

15. Diamond Trust Bank 

J 6. Dubai Bank Ken) a 

17. J·cobank 

J 8. I:quatorial Commercial Bank 

J 9. l·quity Bank 

20. f·amily Bank 

21. 1-idcJit} Commercial Bank Limited 

22. Fina Bank 

23. First Community Bank 

24. Giro Commercial Bank 

25. Guardian Bank 

26. Gulf African Bank 

27. llabib Bank 

28. llabib Bank AG Zurich 
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29. 1&\1 Bank 

30. imperial Bank Kenya 

31. Jamii Bora Bank 

32. Kenya Commercial Bank 

33. K-Rep Bank 

34. Middle l:.ast Bank Kcn)a 

35. "\ational Bank of Kenya 

36. '\lC Bank 

37. Oriental Commercial Bank 

38. Paramount Uni \crsal Bank 

39. Prime Bank (Kenya) 

40. Standard Chartered Kenya 

41. Trans National Bank Kenya 

42. llnitcd Bank for Africa[2J 

41. Victoria Commercial Bank 

44. I lousing finance ltd 
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