
No.

I assent

2013

PAR LIA MCOF
LtBRAR

I(IiNYA
NT

Y

THE REPUBLIC OF KENYA

HIS EXCELLENCY THE PRESIDENT

UHURU KENYATTA

President

tl,...-.

)3- Nooe--..ba-,^.
,2013

An Act of Parliament to amend the Kenya Deposit
lnsurance Act, and for connected purposes



!

)
\

(

(
(
I

),

I
t

I
a

i

\
,

I



THE KENYA DEPOSIT INSURANCE
(AMENDMENT) ACT

No. of 2013

An Act of Prrllemcnt to rmcnd thc Kenyr Deposlt Insurrncc
Act, end for connectcd PurPoccs

ENACTED by thc Prliamcnt of Kcnya, as follows-

1. This Act may bc citcd as the Kcnya Dcposit st'o't u0''

Insurance (Amendmcnt) Act, 2013.

2. Section 2 of thc Kcnya Dcposit Insurancc Act' Amcndmcnto- 
-

2012, in this Act rcfencd to as "ttrc principal Act", is "'rion 
2 No l0 or

;;;;il uy inscrting ttrc fottowing nc* icfiniions in tircir 2012

proper alphabctical scqucncc -
"cxclusion and transfer proccss" means thc proccss

that commcnccs when the corporation is appointcd

receiver and or assumes control of a problcm

institution and shall consist of-
(a) exclusion and transfcr of part or total

dcposits and liabilitics from a problcm
institution to another solvcnt and well-
managed institution;

(b) exclusion and transfer of Part or total
asscts to thc institution recciving thc

liabilitics; and

(c) liquidation of the residual assets and

liabilitics.

"lesser cost rule" means thc adoption of the lowcr
of-

(a) the cost to the Corporation of payment of
insured deposits in liquidation of an

institution, and

(b) thc cost to thc CorPoration in undcrtaking
the exclusion and transfer process;
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"problem lnstrtutron" means any rnstttutlon that
places the interest of tts depositors or the banking
sector at risk;

"systemic flsk" means the possrbrlity of a farlure of
one or more tnstttutions whtch may cause Severe

disruptions rn the financlal system

3. Sectron 6 of the prrncrpal Act is anrenderl-

(a) in paragraph (b) by in insertrng the followrng
provrso immedtately after subparagraph ( r ii)-

"Provrded that the powers of the Corporatron
under thrs paragraph shall be exerclsed only lo ilvert
systemtc rrsk and with the approval of the Cabtnet
Secretary".

(b) rn paragraph (g) by rnsertlng the words "or
deposrl rnsurers wtlhin or outside Kenya"
rmmedratcly after lhe word "regulakrrs"

4. Sectron 7 of the pnncipal Act is amendcd -
(a) rn subsection ( l)--

(r) by tnscrttng the Iollowlng provrso
rmmediately after paragraph (a) -
"Provrded that the chat rperson

appotnted under this paragraph shall not
be front the member tnstitutions of the
Corporatron",

(rr) by rnserting the followrng new
paragraph tmmediarely after paragraph
(b)-

"(bb) the Auorney General or his
representattve";

(rir) by deletrng paragraph (d) and
substitutrng therefor the following new
paragraph -

s.crron 6 of No I0
of 2012

\ccr oll 7 of No l0
oI2(,1 2

a
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"(d) srx members, not being publtc
officers and three of whom shall be

from rnstitutions, appointed by the
Cabinet Secretary in consultation
with the Corporation".

(b) by inserting the followrng ncw subsection
immedrately after subsection (2)-

"(3) A person shall be qualified to be

appornted under subsection (l)(d) if
the person holds a untversity degree
from a unrversity recognized tn

Kenya and has not less than ten
years' expertence in-

(a) banking;
(b) finance;

(c) insurance;
(d) commerce;
(e) law;
(fl accounting;

(g) economics,

or any other related disciPline.

5. Section l6 of the princrpal Act is amended-

(a) rn subsection (l)-
(i) by deleting paragraph (a);

(ii) in paragraph (c) by rnserting the words "or
the Corporatlon" at the end thereof;

(b) by deleting subsection (2) and replacing with the
following new subsection -*(2) Parlrament may, in cxlgent

circumstances, appropriate such funds as

may be requrred by the Corporatron for
purposes of this Part".

(c) by inserting a new subsection immedrately after
subsection (3) as follows-

No.

sccton 16 of No l0
oI 2012
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"(4) lf at any time thc amount available
in the Corporation is insufficient to meet the
requircments of the Corporation, the
Corporation shall transfer from the Fund, on
such terrns and for such period as may be
determined by the Board, such amount as
may bc sufficient to meet the requirements
of the Corporation".

6. Section 20 ofthe principal Act is amcnded-
(a) by dclcting the word "Corporation" appeanng rn

subscction (4) and substituting therefor the word
"Fund";

(ii) by deleting subscction (5).

7. The principal Act is amended by inserting the
following new section immedrately after section 20-

Amcndmcnt to
rccqon 20 of No l0
of 2Ol2

Int.rton of naw
s.ctron 20,{ rr No
l0 of 2012

s€cton 2l of No l0
of 2Ot7

Bo.rd mry
fix srzc of
Fund

20A. The Board may,-ffim time to trme, fix
the size of the Fund sufficient to protect the
interests of depositors to be made up by
contributions under section 20(3).

E. Section 2l ofthc principal Act is amended-
(a) in subsection (l), by rnserting the words "or

any other pcrson" rmmediately after the words
"Ccntral Bank";

(b) by delcting subsection (2) and substitutrng
thcrefor the following new subsection -

"(2) The total amount outstanding at any
one time on account of any advances made
under subsection (l) shall not exceed
twenty-five perccnt of the Fund";

(c) by deleting the words "Central Bank in
consultation with the Cabinet Secretary", at thc
cnd of subsection (3) and substituting therefor
thc words "the lender and the Corporation";

(d) by dclcting the marginal note and substituting
thcrcfor the words "Borrowrng by thc
Corporation."
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. 9. Sectron 22 of the principal Act, is amended by
deleting paragraph (b) and replacing rt with the following-

"(b) any other securities and rn such currencies as
may be prescribed in a Cazette by the Cabinet
Secretary from time to time".

No.

sccton 22 of No l0
of20l2

sccrron 27 of No l0
ot 2012

10. Section 27 of the principal Act is amended by-
(a) inserting the following proviso at the end of

subsection (l)-
"Provided the Corporation shall consider the

risk profile of an institution in thc determination
of the contribution.

(b) inserting the following proviso at the end of
subsectron (3)-

"Providcd that for institutions that have been members
for less than twelvc months, the amount of
deposrts shall be prorated for the number of
months that the institutions have been in
operation."

(c) inserting the following new subsectron
rmmediately after subsection (4)-

"(4A) In the event the Fund does not have
sufficient monies to mect the tasks specifted in
paragraph (a) of section 23 of this Acr, the
Corporation shall appropriate from futurc
contributions to set off unpaid insured deposits,
and may resort to other sources of funding
allowcd under the Act".

11. Section 33 of the prrncipal Act is amended-
rcplxrma of S.clrcn
l3 ofNo lOof2ol2

(a) by dcleting subsection (6) and substrtuting therefor
the following new subsectron -"(6) Where the Corporation is obliged ro
commence payments under subsection (l) in
respect of any rnsurcd deposits, the Corporatlon
shall, unless there are extraneous circumstances
hindering the Corporation, withln thirty days after
being appointed liqurdator make paymcni to the
deposrtor based on the records of the institution
and the oprnion of the Corporation as regards
entitlement of the amount clar med".
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(b) by inserting the following new subsection
immediately after subsection (7)-

"(8) The Corporation may make such
advance, intenm or emergency partial payments
under this Part as may be prescrrbed"

12. Section 35 of the principal Act is amended by
rnserting the following new subsection immediately after
subsection (2)-

"(3) The Corporation shall be entitled to payment of
its subrogated claims under subsection (2) prior to
further payment to any other dcpositor or creditor of
the institution".

13. Sectron 50 of the principal Act is amended-

(a) in subsection ( I ), by renumbering paragraph (c) as
paragraph (b);

(b) by inserting the followrng new subsections
immediately after subsection (6)-

"(7) In undertaking its functrons under this Part,
the Corporatron may-

(a) in circumstances that do not pose
systemic rrsk, draw from the Fund to
facilitate a bank resolution process
under the lesser cost rule.

(b) rn circumstances that posc systemtc
risk and rn order to minimizc moral
hazard and resolution costs while
preserving banking services in case of
an institution's failure adopt various
resolution mechanisms as may bc
prescribed with the assrstance of the
Central Bank and the Government.

(8) The transfer of assets and Iiabilities of an

institution by thc Corporation under thrs Part shall
be irrevocable and shall not require the consent of
debtors, creditors or any security holders.

scct'on 35 of No l0
ot 2012

s.ctror 50 of No l0
ot 2OlZ
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(9) In undertaklng the exclusion and transfer
process the Corporation shall rank liabtltties as

follows-

(a) claims by the Corporation;

(b) insured deposits;

(c) staff wages;

(d) uninsured deposits;

(e) statutory obl i gations,

(f) any other credrtors

(10) The Central Bank shall in circumstances
that pose systemrc rrsk provrde technical assistance
to restore the financral and economic condition of
an institution".

14. Section 53 of the prrncrpal Act is amended by-

(a) deleting the marginal note and substrtuting therefor
the words "Term of Receivership"

(b) deletrng subsection (2) and substrtutrng therefor the
following new subsection-

"(2) ln the course of recervership, the
Corporation may recommend to the Central
Bank that the institution be liquidated in whrch
case the Central Bank shall appoint the
Corporatron as the liquidator"i

(c) deleting subsection (3 ).

15. Section 57 pl .the principal Act is amended in
subsection (l) by inserting the words "including
uninsured deposits" immediately after the words "in
priority to all other debts" appearing at the end of the
opening statement.

No.

scctron 5J of No l0
of 2012

sccoon 57 ot No l0
ot 2012
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16. Section 63 ofthe principal Act is amended-

Clerk of the National Assenbly.

Sp ol the National Assembly.

PRINTET' AND PUALISHED BY TH E COV EINMENT PRINTER, NAIROEI

2013

a

Amcndmcnt lo
r.clion 63 of No. l0
o12Ol2.

(a) in the opening statement by deleting the words
"approves or concurs" and substituting therefor the
words " or approves";

(b) by deleting paragraph (b).

I certify that this printcd imprcssion is a true copy of the
Bill passed by the National Assembly on the fth October,2013.

Prcsented for assent in accordance with the provisions of

the consritution of Kenya on rh"#5.L'Jg.Y.*0[3.. 
",,n"

rrouror.3.:3




