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1.0 PREFACE

Hon. 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.
The Hon.

The Hon.

The Hon.
The Hon.
The Hon.
The Hon.

Chrysanthus Okemo, EGH, MP (Chairman)
(Prof.) Philip Kaloki MP (Vice Chairman)
Jakoyo Midiwo, MGH, MP

Musikari Kombo, MP

Lucas Chepkitony, MP

Sammy Mwaita, MP

Lenny M. Kivuti, MP

The Hon Nelson Gaichuhie, MP

The Hon.
The Hon.
The Hon.

Ntoitha M’Mithiaru, MP
Shakeel Ahmed Shabbir, MP
Nkoidila Ole Lankas, MP

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

Committees established under Standing Order No. 198 whose functions

are inter alia:-

(1) to investigate, inquire into, and report on all matters relating to the

mandate, management, activities, administration, operations and

estimates of the assigned ministries and departments,

(i1) to study the programme and policy objectives of the ministries and

departments and the effectiveness for the implementation.
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(i1}  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. .

(v)  to make reports and recommendations to the House as often as

possible including recommendations of proposed legislation.

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.

PETITION (BACKGROUND)

The petition by the depositors of Charterhouse Bank calls on Parliament

to investigate and to take all appropriate action required to bring to an
end to their continued suffering due to the closure of Charterhouse Bank

with effect from the 23rd of June 2006 to-date.

The petitioners in their petition require the National Assembly 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 was involved in massive
VAT Tax evasion, and if so, how much.
Banking services are exempt from VAT, therefore Charterhouse

Bank was not involved in VAT tax evasion.

2. Whether it is true that Charterhouse Bank was involved in massive
tax evasion of any other taxes, and if it is true, how much as of 23rd
June, 2006.

The Commissioner General of Kenya Revenue Authority
confirmed that Charterhouse Bank had no outstanding tax

liability or evasion of any type of tax as at 23 June 2006.



3. Whether it is true that Charterhouse Bank was involved in money
laundering as at 237 June 2006, and if so;
1) How much money was involved?

1) In what criminal offences was the money utilised?

(
(
(iii)y Where were the above criminal offences committed?
(iv) Who was the recipient of the laundered money?

(v) From which accounts did the money come from at

Charterhouse Bank?

There was no anti-money laundering legislation as at 2374 June,
2006 and no credible evidence was presented before the
committee that Charterhouse bank would have been involved in
money laundering. Therefore Charterhouse bank was not

involved in money laundering.

4. Whether it is true that Charterhouse Bank was involved in siphoning
money to offshore accounts, and if it is true, then:
(1) To which offshore accounts were the monies transferred?
(i1) From which accounts at Charterhouse Bank did the
monies originate?
(iiij How much money was transferred in total?

(iv)  Indicate the amount by accounts if any.

The CBK Governor and the Statutory Manager having been in
control of Charterhouse Bank for the last 4 years did not
present before the Committee any credible evidence of money
siphoned from any account from Charterhouse Bank to any

account in foreign countries.

5. Whether it is true that Charterhouse Bank was involved in having
fictitious accounts without titles or names of the account holders, and

if it is true, then;
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() What are these accounts and how many are the accounts?

(1) How much money did each fictitious account have?

(11} 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 Governor of Central Bank and the Statutory Manager
appeared before the committee and did not give any credibl_e
evidence of any fictitious account that did not have a title nor
money found in the Bank or banking system without identity of

the owner.

Whether Charterhouse Bank was involved in violations of the Banking
Act, and the Central Bank Prudential Guidelines/Regulations, and if
so to state which of the sections and/or Central Bank Prudential

Guidelines/Regulations was violated.

The Governor of Central Bank and the Statutory Manager
appeared before the Committee and informed the Committee
that the Bank had violated, Section 10, 11, and 50 of the
Banking Act and Central Bank Prudential Guidelines,
CBK/PG/07, 3.1, 3.2 and CBK/PG/02.3.1, CBK/PG/08, Guidance

on Foreign Exchange transactions Section 4, 5.2, and 6.5

Whether there are any other banks in Kenya which have been found
to have violated the Banking Act and the Central Bank Prudential
Guidelines/Regulations, and if so, provide a list of such violations by
each bank.

The Governor of Central Bank confirmed that these violations
are common violations by the banks in the conduct of banking

business and the Attorney General confirmed that these are



technical offenses remedied by way of monetary penalty. A list

of such violations is attached in the report.

.
]

8. Whether the remedial measure for the violation of the Banking Act
and the Central Bank of Kenya Prudential Guidelines/Regulations is

by way of monetary penalty.

This was confirmed to be so.

9. Whether it is true that the Charterhouse Bank was placed under
statutory management due to the generated negative publicity against

the bank.

The evidence confirms this 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 view of section 34 (1) (d) (2} {a), (3} (4)
and (6} of the Banking Act.

11. Whether it is true that the Statutory Manager was supposed to
take over the Bank and assume its banking business, management

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

The statement is correct as this is what is provided for under

Section 34 (2) (a) of the Banking Act.

12. Whether it is true that the negative publicity that necessitated the
appointment of the Statutory Manager ceased to exist by December
2006.

There was no evidence before the Committee confirming how

long the adverse publicity took.



13.  Whether there is any evidence of money laundering held by any
diplomat or development partner against Charterhouse Bank, and if
so to provide full details.

No such evidence was adduced before the Committee.
14.  Whether there is any credible evidence of any depositor and/or

account holder at Charterhouse Bank being a criminal, whether
involved in terrorism, drug trafficking, or money laundering, and if so,

provide details of the same.

The Director of the Criminal Investigation Department appeared
before the Committee accompanied by the Officer-in-charge,
Anti-Narcotics; Officer-in-Charge, Anti-Terrorism Unit, and they
all confirmed that there was no credible evidence either of the
Bank or any of its directors or associates being involved in any
drug trafficking, money Ilaundering, or terrorism related

activities.

15.  Whether Charterhouse Bank was solvent at the time of being

placed under statutory management?

The Governor of Central Bank confirmed that the Bank was
solvent as at 239 June 2006 when it wes placed under

statutory management.

16.  Whether it is true that the Statutory Manager for the last four
years has been using the depositors’ deposits for the purpose of
general expenditure, paying rent and other miscellaneous uses while
the Bank remains closed.

The financial statements for the year 2006 to 2008 presented
by the statutory manager before the Committee confirmed that

there had been expenditure and payment.



17.  Whether it is true that the Central Bank appointed the Statutory
Manager for a period of one year and subsequently extended the

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

The evidence before the Committee by Central Bank of Kenya
and the Statutory Manager and also by correspondence by the
Attorney General confirmed that the statutory manager’s period

expired on the 224 of June 2008.

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

Bank will never be re-opened.

The evidence before the Committee confirms that the Central
Bank and the Director of Charterhouse Bank have entered into
and executed a re-structuring agreement to re-open the Bank. A
copy of the re-structuring agreement was presented before the
Committee by the Governor. The evidence by the Minister for
Finance was clear that the power to re-open or close the Bank is

vested in Central Bank and not the Treasury.

19.  Whether the Central Bank has been in possession of Charterhouse
Bank and the petitioners’ deposits without legal authority and just

cause from 22nd June 2008 to-date.

The Governor of Central Bank and the Statutory Manager
appeared before the Committee, where the Governor confirmed

that the Statutory Manager is still at Charterhouse bank.

20. Whether it is true that the Statutory Manager is an employee of the
Central Bank.

The evidence confirms that the Statutory Manager is also an

employee of the Central Bank of Kenya.



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 Statutory Manager.

The evidence before the Committee confirms that the Statutory
Manager was appointed due to adverse publicity in order to

prevent a run on the bank.

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

The evidence confirms that Charterhouse Bank was placed

under statutory management due to adverse publicity.

23.  Whether there is any evidence or correspondence by any diplomat
and/or development partner alleging that Charterhouse Bank was
involved in money laundering or any other offences and if so, provide
copies of the same.

Both the Attorney General and Kenya Anti-Corruption
Commission confirmed having received such correspondence
from the American Ambassadoer, which is attached as annexure

herewith.

24.  Whether the Central Bank has any justification to continue
misusing the petitioners’ funds and to continue denying the
petitioners banking services and access to their deposits and title
deeds.

The Chief Public Prosecutor informed the Committee that the
alleged violations of the Banking Act are technical offenses

which do not justify the closure of a bank.

25.  Whether the Ministry of Foreign Affairs has any letters or evidence

from any mission in respect of Charterhouse Bank.



