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,I.O PREFAGE

flon. Speaker Sir,

On behalf of the Members of the Departmental Committee No' F on

Finance, planning & Trade, and pursuant to the provisions of Standing

Order No. 210, it is my pleasure and duty to present to the House, the

Committee's Report on the Petition on Charterhouse Bank Limited'

The Committee membership comprise of the following:-

The Hon. Chrysanthus Okemo, EGH, MP (Chairman)

The Hon. (Prof.) Philip Kaloki MP {Vice Chairman)

The Hon. Jakoyo Midiwo, MGH, MP

The Hon. Musikari Kombo, MP

The Hon. Lucas ChePkitonY, MP

The Hon. Sammy Mwaita, MP

The Hon. Lenny M. Kivuti, MP

The Hon Nelson Gaichuhie, MP

The Hon. Ntoitha M'Mithiaru, MP

The Hon. Shakeel Ahmed Shabbir, MP

The Hon. Nkoidila Ole Lankas, MP

The Finance, Planning & Trade Committee is one of the Departmental

Committees estabiished under Standing Order No. 198 rnhose functions

are inter alia:-

(i) to investigate, inquire into, and report on a-11 matters relating to the

mandate, management, activities, administration, operations and

estimates of the assigned ministries and departments;

(ii) to study the programme and policy objectives of the ministries and

departments and the effectiveness for the implementation'
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(iii) to investigate and inquire into all matters relating to the assigned
Ministries and departments as they may deem necessary and as
may be referred to them by the House. 

r

(i") to make reports and recommendations to the House as often as
possibie including recommendations of proposed tegislation.

The subjects falling within the purview of the Committee are:- public
finance; banking and insurance; national planning and population
development; trade, commerce and industry; tourism promotion and
management.

1. tr. PETITION (BACKGROUND

The petition by the depositors of Charterhouse Bank cails on Parliament
to investigate and to take a-11 appropriate action required to bring to an
end to their continued suffering due to the closure of Charterhouse Bank
with effect from the 23.a of June 2006 to-date.

The petrtioners in their petition require the National Assemblrr to
investigate and respond to the 27 questions embodied in the petition.

The Committee responds as follows:-

1. Whether it is true that Charterhouse Bank uras invoived in massive
VAT Tax evasion, and if so, hou, much.

Banking sentices are exernpt frorm vAT, therefore chg:ri.;erhouse
Bs.nk ,a:as not inaclved in VAT tu. euaston.

2. Whether it is true that Charterhouse Bank was invoived in rnassirze

tax evasion of any other taxes, and if it is true, how much as of 23'd

June, 2006.

The commtssioner General of Kenya. Reaenue Authority
confirmed that charterhouse tsank had no outstanding tax.
liabtlitg or eaasion of ang tgpe of tax, q.s qt 2G,d June 20o6.
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3. Whether it is true that Charterhouse Bank was involved in money

laundering as at 23'd June 2006, and if so;

(i) How much money was invoived?

(ii) In what crimina-l offences was the money utilised?

(iii) where were the above criminal offences committed?

(iv) Who was the recipient of the laundered money?

(") From which accounts did the rnoney come from at

Charterhotlse Bank?

There u)as flo anti-moneg laundering legislatton crs at 23'd June,

2OO5 and tto credible eaidence was presented before the

committee that Charterhouse bank would. haue been inaalaed in

rnoneg laundering. Therefore Charterhotase bank u)@s not

inuolued in moneg laundering.

4. Whether it is true that Charterhouse Bank was involved in siphoning

money to offshore accounts, and if it is true, then:

(i) To urhich offshore accounts were the monies transferred?

(ii) From which accounts at charterhouse Bank did the

monies originate?

(iii) How much money was transferred in tota-l?

(iu) Indicate the amount by accounts if any.

The CEK Goaermor and tll.r-- Staflatory Manager hauing been in

control of Cha;terhouse Bonk for the La.st 4 Eeo.rs dnd. rrcot

present before the Cotnrnittee amy credible eviderlce af rnoneg

stphomed from attu accaunt from Chatterhouse Ba.nk to dng

aceownt tn foreign countries.

5, Whether it is true that Charterhouse Bank was involved in har.,ing

fictitious accounts without titles or names of the account holders, and

if it is true, then;
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(i) what are these accounts and how many are the accounts?
(ii) Horv much money did each fictitious account have?

(iii) And if indeed there were fictitious accounts, why would the
Central Bank not collect that money and move it to the Central
Bank requiring any claimant to claim it from the central Bank
and leave the petitioners to continue enjoying banking services?

The Gouernor of central Bank and the statutory Manager
appeared before the commtttee and did not giue ang credible
euidence of ang fictitious a.ccottttt that did not haue a title nor
ffLofteg found in the Bank or banking sgstern without identitg of
the outner.

6. Whether Charterhou.se Bank was involved in violations of the Banking
Act, and the Central Bank Prudential Guidelines/Reguiations, and if
so to state which of the sections andlor Central Bank Prudential
Guidelines / Reguiations was violated.

The Gouernor of centra.l Bq.nk amd the statutorg Mane.ger
appea.red before the cammtttee and. informed the comrnittee
thqt the Ba,nk Pl.o.d violated, Sectiom IO, Il, q.nd SO of the
Banktng A,ct, a.nd centra.l tsa.nk pntdentio.l Gttidelines,
ctsK/PG/o7, 3.7, 3.2 a.nd cBK/PG/oz.s.1, ctsK/PG/oB, Gttide.nce
on Foreign Exch,rznge transactions Section 4, S.Z, and G.S

7. Slhether there afe anJr other banks in Ken5,a urhich have been found
to have violated the Banking Act and the Centra-I Bank Prudential
Guidelines/Regglations, and if so, provide a 1ist of such rriolations b_rr

each bank.

The Goverttor of Central Bank confirmed thqt these vi.olations
q.re comtrlon vtolations bg the ba;nks in the conduct of banking
basiness and the Attorneg Generq.l conJi.rrned that these cLre
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technical offenses remedied bg utag of monetary penaltg. A list
of such uiolations is attq.ehed in the report.

I

8. Whether the remediaL measure for the violation of the Banking Act

and the Centra-I Bank of Kenya PrudentiaL Guidelines/Regulations is

by way of monetary penalty.

This was confinned to be so.

9. Whether it is true that the Charterhouse Bank uras placed under

statutory management due to the generated negative pubticily against

the bank.

The eutdence confirm-s thts to be so,

10. Whether it is true that the Statutory Manager was appointed in

order to protect the interests of the institution, its depositors and

other creditors.

The statement is correct in utew of section 34 (1) (d) (2) (a), (3) (4)

and (6) of, the Bonktng Act.

11. Whether it is true that the Statutory Manager was supposed to

take orzer the Bank and assume its banking business, management

and operations to the exclusion of the institutions Board of Directors.

The statentent. ts coinect, a.s ttris ts what i.s prouided far und.er

Section 34 (2) (a) of the tsane.king Act.

L2. \Vhether it is true that the negative publicity that necessitated the

appointment of the Statutory Manager ceased to exist by December

2006.

There u)as rlo evtd.enee before the Cotnmtttee conJirmimg how

long tFae adoerse publicitg took.
a
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13. v/hether there is any evidence of money laundering held by any

diplomat or development partner against Charterhouse Bank, ald. if
so to provide full details.

No such euidence was q.dduced before the Cornmittee.
14. whether there is any credible evidence of any depositor andf or

account holder at Charterhouse Bank being a criminal, whether

involved in terrorism, drug trafficking, or money laundering, and if so,

provide detarls of the same.

The Directar of the Criminal Inuestigation Departrnent appeared
before the Cornrnittee a-ccompanied bg the Offt.cer-in-charge,

Anti-Narcotics; Officer-in-Charge, Anti-Terrortsm tlntt, and theg
all conJirrned that there u)ds na credible euidence either af the
Bank or dng of its directars or associates being tnaolued in ang
dntg trafficking, nloneg laundertng, or terrorism related
activities.

5. Whether Charterhouse Bank was sohrent at the time of being

placed under statutor5r management?

The Gouernor of Centrq.l Ba;nk confirnted that the Bank wos

solvent cas at 23d .iwne 2OO5 when it, w@s placed under
statutory nrua.mag entent,.

16. Whether it is true that the Statutory Manager for the iast four

)rears has been using the depositors' deposits for the purpose of

general expenditure, paSring rent and other miscellaneous uses u'hile

the Bank remains closed.

The fina:nciq.l steternents for the gear 20A6 b 2OO8 presented.

bg the statutory ffLo:nager before the Contrnittee confirmed. that
there had been expendttttre and pagrnent.

1
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L7 Whether it is true that the Centra1 Bank appointed the Statutory

Manager for a period of one year and subsequently extended the

period for another one year which ended on,,22"d June 2008.

The edd.ence before the committee bg central Bank of Kenga

and the Statutory Manager and also bg correspondence bg the

Attorneg General confirmed that th.e statutorg rnanager's period

expired on the 22"d of June 2OO8.

18. Whether the Treasury has ever confirmed to any person that the

Bank wiil never be re-oPened.

The euid.ence before the Catmrmittee canfirms thqt, the Central

Bank and. the Director of Charterhouse Bank haue entered into

and executed a re-structuring agreement to re'oPen the Ba:nk. A

copy of the re-sttttcturing dgreeffLent utas presented before the

Cotruntttee bg the Gouerftor. The eviderlce bg t'he Minister for
Finornce wq.s clear that the power to re-opeft or close the tsank is

vested. tn Centra't tso;nk qnd not the Weasurg.

19, Whether the Central Bank has been in possession of Charterhouse

Bank and the petitioners' deposits urithout lega1 authority and just

cause from 22"d J:une 2008 to-date.

'21)

The Gavernor of Central Ealr-k wlrcd the StatwtorE Manager

a.ppeqred. before the Catmrntttee, where the Goverftor canfi-rnted.

thqt tfue statutary Maruager is sfill at charterhouse ba,'1'k.

Whether it is true that the Statutory Manager is an employee of the

Central Bank.

The euideftce confi.rffLs tha:t the Statwtot'g Monager is also cen

ernplogee of the Centra! Bank of Kenga.
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21 Whether it is true that Charterhouse Bank was not involved in any

criminal activity warranting the intervention of the Central Bank by

appointment of a Statirtory Manager.

The eutdeflce before the committee confirms that the statutory
Manager wqs dppointed due to adaerse pubticitg in order to
preaent q. fltrL dn the bank.

22 whether it is true that charterhouse Bank was placed under
statutory management for not being involved in any criminal activity
but due to adverse publicity.

The evidence confirrns that chq.rterhouse Bo;nk u)d-s placed
under statutory md.nd.gement due to aduerse publicitg.

23. Whether there is any evidence or correspondence by any diplomat

andlor development partner alleging that Charterhouse Bank was

invoived in money laundering or any other offences and if so, provide

copies of the same.

Both the Attorneg Genera.l and Kenga A,nti-corntption
cornmission confirmed. hauing receiaed. such correspondence

from the Amertcan Arnbq.ssa.d.ar, uthich is sttached ds or.nftexttre

herewith.

24. Whether the Central Bank has any justification to continue

misusing the petitioners' funds and to continue deny'rng the

petitioners banking sen,ices and access to their deposits arrd title
deecis.

The Chtef Publie Prosecutor inforrned the Contmtttee thet the
alleged vtoletions of the Banktng Aet G.re tecFtraicoJ offenses
which do not justlfy the closure of o. bo.nk.

Whether the Ministry of Foreign Affairs has any letters or erridence

from any mission in respect of CharterLrouse Bank.
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