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An Act of Parliament to amend and consolidate the law 
regulating the business of banking in Kenya and for 
connected purposes 

ENACTED by the Parliament of Kenya as foHows:-

PART I-PRELIMINARY 

1. This Act may be cited as the Banking Act, 1989 and 
shall come into operation on such day as the Minister may, 
by notice in the Gazette. :appoint. 

2. (1) In this Act, unless the context otherwise requires

"assigned capital" ,ha!s the meaning given to h in section 
7 (4); 

"bank" means a company which carries on, or proposes 
to carry on, ,banking business in Kenya and includes the Co
operaltive Bank of Kenya Limited but does not include the 
Centml Bank; 

"banking 'business" means--

(a) <tIle accepting from members of the public of money 
on deposit repayable on demand or at the expiry of 
a fixed period or after notice; 

(b) the accepting trom meanbers of the public of money 
on current account and payment On and acceptance 
of cheques; and 

(c) the employing of money held on depos~t or on current 
,account, or any part of the money, 'by lending. 
investment or in any other manner for the account 
and at the risk of the person so employing the 
money; 

"Board"' meaI1ls 'the Deposit Protection Fund BoaiTd 
established by section 36; 

'~branch" means any premi.ses, other than its head office, 
at whioh aninlstitution transacts business in Kenya; 

"capilfal" means paid-up 'share capital or. in the case of 
an inlStirution incorporated outside Kenya. its assigned capital; 
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"the Central Bank'· means the Central Bank of Kenya 
established by the Centra!l Bank of Kenya Act; Cap. 491. 
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"companyH means-·--
(a) a company within the meaning of the Companies Act~ 

(b) a state corporation wirhin the meaning of the State 
Corporations Aot; 

(c) a corporate body owned or controlled. wifectly or 
indirectly, by the Government of a foreign sovereign 
state; 

(t/) 'a foreign company within the meaning of Part X of 
the Companies Act: 

"convertible currency" means currency which is freely 
negotiable and transferable iln international exchange markets 
at exchange rate margins ronsistent with the Articles of 
Agreement of the International Monetary Fund; 

"current account" means an account maintained by a 
bank for and in the name of. or in a name designated by, a 
customer of the bank into which money is paid by or for the 
benefit of such customer a nd on which cheques and other bills 
of exchange may be drawn by. and transfers and other banking 
transactions made on the jnstnlctions of. the customer; 

"financial busine'ss~' means-

(a) the accepting from members of the public of money 
on deposit repayable on demand 01' at tbe expiry of a 
fixed period or after notice; 'and 

(1)) the employing of money held on deposi,t or any part 
of the money. by lending. investment or in any other 
manner for the account and at the risk of the person 
so employing the money: 

"financial im(Jtitution" means a company, other than a 
bank. which carries on, or proposes to carryon. financial 
business and include" any other company which the Minister 
may, by notice in the Gazette, declare to be a financial institu
tion for the purposes of this Act: 

"institution" means a bank or financial institution or a 
mortgage finance company; 

".land" includes freehold and leasehold land in Kenya 
and all bui,ldings and permanent improvements thereon: 

"licence" means 'a licence granted under section 5; 
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"members of the public" means individuals. partn~rships. 
corporate bodies and [,rustees or managers of trusts, pension 
and provident funds or other simi~ar funds; 

"mortgage finance company" means a company (other 
than a financial inlStitution) whioh accepts. from members of 
the public. money on deposit repayable on demand or at the 
expiry of a fixed period or after notice and is established for 
the purpose of employing such money in accordance wilh 
section 15: 

"officer". in relation to an institution. means a director 
or any other person, by whatever name or title he may be 
called or described. who carries out or is empowered to carry 
out funotions relating to the over.a}!l direction in Kenya of that 
institution 01' takes part in the general management thereof 
in Kenya; 

"public entity" means the Government. a local authority 
or a public body declared by the Minister to be a public entity 
f01' the purposes of this Act; 

"representative office" means an office established in 
Kenya under the provisions of Part IX; 

"total deposit liabilities" means the total deposits in 
Kenya in any institution which Me repayable on demand or 
after a fixed period or after notice; 

"unimplired reserves" means capital and revenue reserves 
not subject ,to 'any charge or other encumbrance or option or 
liable to tfeduction by paymen1t of diV\idend or otbenvise. 

,(2) For the purposes of this Act. "associate"-

(a) in relation to a company or other hody corporate 
means-
(i) its holding company Or i1ts su;bsidiary; 

(tii) a subsidiary of its holding company; 
(iii) a holding company of its subsidiary; 
(iv) any person who control'S the company or body 

corpoJ1ate whether alone or with bis associates 
or wirth other associates of it; 

(b) in celation ,to an individual means-
(i) any member of his family; 
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(ii) any company or other body corpor'ate controlled 
directly or ,indirectly. by him whether alone or 
with his associa'tes; and 

(iii) iany associate of his associates: 

and a person shall be deemed to be a member of a family if 
he is the parent. spouse, brother. s.ister. child. uncle. aunt. 
nephew. niece. stepfather. stepmother, stepchild and adopted 
chi,ld of 1he person concerned, and in case of an adopted 
child hrs adopter or adopters. 

PART IT-LlcENSrNG OF INSTITUTIONS 

3. (1) No person shall in Kenya--

(a) transact any banking business or financial business 
or the ,business of a mortgage finance company unless 
it is an institution which holds a valid licence; 

(b) unless it is a bank and has obtai.ned the consent of 
the Minister, use the word "bank" or any of its 
derivatives or any other word indicating the trans
action of banking business, or the equivalent of the 
foregoing in any other language. in the name, descrip
tion Or title under which ,it transacts business in 
Kenya or make any representation wha'tsoever that 
,it transacts banking business: 

(c) unless it is a financial institution or mortgage finance 
company and has obtained the consent of the Mini's
ter. use the word "finance" or any of its derivatives 
or any other word indicating the transaction of 
financial business or the business of a mortgage 
finance company. or the equivalent of 'the foregoing 
in any other langua get in the name. descriptiion or 
,title under which it transacts business in Kenya or 
make any representation whatsoever that it transacts 
financial business. 

'(2) Any person who contravenes subsection 0) shall be 
guilty of an offence and liable to a fine not exceeding one 
hundred thousand shillings or to imprisonment for a term not 
exceeding three years or to both. 

4. (1) Every company proposing to transact banking 
business or financial hU9iness or the 'business of a mortgage 
finance company in Kenya shan. 'before commencing that 
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business, apply in writingt through the Central Bank, to the 
Minister for a licence. 

(2) An institution which fails to commence 'business in 
Kenya by the first anniversary of the grant ofa licenoe shaH. 
if it still proposes to transact business in Kenya, apply under 
this section for a licence as though the first licence had never 
been granted. 

(3) In considering an application for a licence. the 
Minister may require to be sat:iiSfied as to the ,financial cop.di .. 
tion and history of the institution, the oharacter of its 
management, the adequacy of its capital 'Structure and earning 
prospects, )the convenience and needs of the area to be served. 
and the public interest wrH be serVed by ,the gmnting of the 
1i'oence. 

S. (1) The Minister may, subject to the payment of the 
prescribed fee and to such conditions as he may consider 
necessary. grant a licence to an inst"ituti:on 'to carry on business. 

,(2) Where a licence has been granted under subsect,ion 
0). the Minister may add, vary. substitulte or endorse thereon 
any condi,tions he deems appropriate. 

6. The Minilster may. by notice in writing to the ~!llsti,tu· 
tion. revoke a licence if the institution-

(a) cea:ses to carry on business in Kenya or goes ~nto 
liquidation or is wound up or is otherWi'se dissolved; 
or 

(b) mils to comply wirth this Act, the Central Bank: of 
Kenya Act or the Exchange Control Act, or any 
rules, regulations. orders or directions issued under 
any of those Acrs or any condition of a licence: 

Provided that-

(1) the Minister. before revoking a licence. shan 
give :to the institution not less than twenty-eight 
days' notice in writing of bis intention, and 
shaH consider any representations made to him 
qn wIiiting by the institution within toot period 
before revoking ,the licence; 

(ii) the institution may, notwithstanding that, its 
. Ecence has been revoked under this subsection. 

contJinue to carry on its business for the purpose 

No.9 

Licensing of 
inst:irutionls. 

Revocation of 
licence. 

Clap. 491. 
Caip. '1113. 



No. 9 

1160 

Banking 1989 

of winding up its affairs for such period as the 
Minister may determine so long as it does not 
accept new deposits, open new current accounts 
or m'ake any loans or investments. 

Mmimum~ 7. (1) A licence shall not be granted to an insflitution 
requirements. unless the institution meets the minimum capital -requirements 

specified in the First Schedule. 

(2) The Minister may, by order published in the Gazette. 
amend the First Schedule. 

(3) Every order made under subsection (2) shall be laid 
before the National Assembly without unreasonable delay. 
and unless a resolution approving the order is passed by the 
Assembly within twenty days on which ~t next sits after the 
order .is so laid. it shall thenceforth be void, but Wi,lthout pre· 
.judice to 'anything previously done thereunder or to ,the issuing 
of a new order. 

(4) The board of management or other controlling 
author1ty of an institution incorporated outside Kenya. shall. 
in addition to meeting the minimum capital requilrements 
specified in the First Schedule. give an undertaking satisfac
tory to the Minister to keep whhin Kenya at 'all times during 
the currency of ~ts lticence. out of its own funds. a capital 
assigned to its Kenya branches (in this Act referred to as 
"assigned capital") of such minrimum amount as may be 
prescribed. 

8. (1) No institution shall open in Kenya a new place 
of business or change the location of an existing place of 
business 1n Kenya wi·thout the approval of the Minister. 

(2) Before granting an approval under subsection (l). 
the Minister may require to be satisfied as to the hjstory and 
fin'ancial condition of the institution. the general character 
of its management. the adequacy of its capital struoture and 
eaming prospects. the convenience and needs of the area to 
be serVed and that the public interest will be served by the 
openirng or. as the case may be. change of 'I'ocation of the 
place of business. 

(3) No instJitution shaH eloISe any of its places of business 
in Kenya without first giving to the Min4ster s'ix months' 
written notice of its intention to do so or such shnrtt'r period 
of notice as the Minrlster may allow_ 
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9. No institution operating in Kenya shall be merged or Mergers. 

consolidated with any other institution in Kenya and no 
institu11i'On incorporated in Kenya shall be merged or consoli-
dated witll any other institution without the approval of the 
M1nister. 

PART IlI--·PROHJBlTED BUSINESS 

18.(1) An institution shall not in Kenya grant to any 
person or permit to be outstanding any 'advance or credit 
facililty or give any financial guarautee or incur any other 
liability on behalf of any person. so that the total value of 
the advances. credit fadlities, financial guarantees and other 
nabllities in respect of that person at any time exceed one 
hundred per cent of its capital and unimpaired reserves. 

(2) The provisions of th.i& section shall not apply to 
transactions with a public entilty. or to transactions between 
banks or between -branches of a bank. or to the purchase of 
or 'advances made agalinst clean or documentary bills of 
exchange or documents of title to goods enf.li11ing some person 
to payment outside Kenya for exports. 

(3) For the purposes of 'Subsection (n. references to any 
person include that person -and his associa1es; 'and-

(0) the advances. credit facilities. financial guarantees and 
other lliabitities of that person and his associ'ates shaH 
be aggregaJted for the calculation of their total value: 
and 

(b) the restriction imposed by subsection (1) shall apply 
to adViances. credit facilities. financial guarantees and 
other liabilities to or in respect of that person and 
hitS associates. 

11. '0) An institut10n shaH not in Kenya.-

(a) grant or permit to be outstanding any advance or 
oredi.t facility agwirrst the security of tits 0'W1l shares; 
or 

(b) grant or permH to be outstanding any advance or 
credit facility or give any financial guarantee or incur 
any other ltiability to, or in favour of. or on behalf 
of. any oompany (other than another institution.) in 
which the institution holds. directly or indirectly. 

Um.iton 
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9. No instiitution operating in Kenya shall be merged or Mergers. 

consolidated with any other .institution in Kenya and no 
institution incorporated in Kenya shall be merged or consoli-
dated with any other institution without the approval of the 
Mtinister. 

PART UI-PHOHIBITED BUSINESS 

18. (I) An institution shall not in Kenya grant to any 
person or permit to be outstanding any <advance Or credit 
facility or give any financial guarantee or incur any other 
lia:bility on behalf of any person. so that the total value of 
the advances. credit fadlities, financial guarantees and other 
ltiablJ.iJtries in respect of that person at any time exceed one 
hundred per cent of its capital and unimpaired reserves. 

(2) The provisions of tbilS section shan not apply to 
transactions with a pu blic entity. or to transactions between 
banks or between hranches of a bank. or to the purchase of 
or advances made agalinst clean or documentary bills of 
exchange or documents of title to goods entli1Jing some person 
to payment outside Kenya for exports. 

(3) For the purposes of 'Subsection (1), references to any 
person include tha'1 person and his a:ssocia:tes; 'and-

(a) the advances. credit facilities, financial guarantees and 
other Jii~bi1lities of that person and his associates shall 
be aggregalted for the calculation of their total value; 
and 

(h) the restriction imposed by subsection (l) shall apply 
to advances. credit facilities. financial guarantees and 
ocl1er tiabiJrlties to or in respect of that person and 
hilS associates. 

11. '(l) An instrtution shaH not in Kenya-

(a) grant or permit to be outs'tanding any advance or 
~t faci1lity 'agatin'St the security of :its own shares; 
or 

(b) grant or permit to be outstanding any advance or 
credit facility or give any financial guarantee or incur 
any other liability to, or in favour of. or on behaH 
otany comtuny (other than another institution) in 
wh~ch tbe institution holds. directly or indirectly. 
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an officer shall not be so 1iable if he shows that, through no 
act or omi'ss.ion on his pClInt. he was 'not 'aware that the contra
vention was taking place or was intended or about to take 
place, or that 'he took all reasonable steps to prevent it taking 
place. 

12. An institution shall not in Kenya-

(a) engage, alone or with others, in wholesale or retail 
trade. including the import or expol1t 'trade, except 
in the course of the 'satisfaction of debts due to it; 
and any trading interest carried on by an institution 
at the co'mmencement of this Act shaH be disposed 
of by the ci.nstiltution within such t'ime as the Central 
Bank may allow: 

(b) acquire or hold, directly or indirectly, any part of the 
'Share capirtal of, or otherwise have a beneficial 
interest in, any finanoial, oommercial, agricultural. 
,industrtial or other undertak'ing where the value of 
the institution's interest would exceed in It he aggre
grute twenty-five per cent of the oapi1tal and unim
paired 'reserves of that institution: 

Provided that-

(Ii) an institution m:ay take an interest in such an 
undertaking in satisfaction of 'a debt due to i,t 
,but, -if i,t does SIO. lit shalI dj'spose of the interest 
within such rt1me as the Central Bank may allow; 

(ii) a sharehollding in any oorporation established for 
the purpose of promoting development in 
Kenya and appr.oved by the Minister shall not 
'be subject to ithe provisi;ons 'Of this paragraph; 

(c) pun;hase or acquire any land or any interest o.r right 
therein except as may be 'reasona'bly necessary for 
the purpose of conducting itsbuSliness or of 'housing 
.or providing amerui1ies for ilts staff : 

Provided ,that this paragraph does not prevent an 
instri.tUition-

(i) letting part of any building which is used for the 
purpose of conducting its b1l$iness; 

(ii) securing a debt on land and, tin the event of default 
in payment of the debt, holding the 'land for 
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so long as in the opinion of ,the Central Bank 
is needed for its reaIizaJtion: 

(ifiri) acquiring land for the purpose of its own develop
mont. 

13. (I) No person other than-- -

(a) another institution: 

(b) the Government of Kenya or the Government of a 
foreign so\'ereign stalte; 

(c) a state corporation within the meaning of the State 
Corpor3ltions Act; 

(d) a foreign company which is licensed. ,to carryon the 
business of an institution in its country of ,incorpo
ration. 

shall 'hold. directly or indirectly, or otherwise have 'a beneficial 
i,merest ,In. more ,than twenty-five per rem of the share capital 
of any institution. 

(2) No financial ~nstitution Or mortgage finance company 
shall acqUlire or hold. directly or indirectly, any part of the 
share capital of. or otherwise have beneficial interest in, any 
bank. 

14. (I) No institution. other than a mortgage finance 
company, shall make loans or advances for the purchase. 
1mprovement or alteration of land. so that the aggregate 
amount of those loans 'or advances exceeds twenty-five per 
cent of the amount of its total deposit li~,bili1ies. 

(2) The Cent'ral Bank may authorize an ,institution to 
exceed the percentage speoified in subsection (1) up to a 
maximum of forty per cent in the case of a bank and sixty 
per cent lin the ca'Se of a financial institution. 

(3) The provisions of this section shall not prevent an 
instirtution accepting 'a security over land for a loan or advance 
made in good faith for any other purpose. 

15. H) A mortgage finance company shall make loans

(a) for the purpose of the acquisi.1!ion. construction. 
improvement, development. alteration or adaptation 
for a pa.r1!icular purpose of land in Kenya and for 
no other purpose; and 
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(b) 'the repayment of which, with interest and other 
charges5 is secured by first mortgage or charge over 
1:a.nd with or wrthout additional security or personal 
or other guarantees. 

(2) Not less than seventy-five per cent of all loans made 
by a mortgage finance company shall be made for the purpose 
of acquisition, construction. development, wprovemeat or 
altemtion, by the borrower t of residentia:l property in Kenya. 

(3) No mortgage finance company shall-
(a) advance money on the security of land which lis subject 

to any prior mortgage or charge in favour of any 
peI\SOn other than the company mak4ng the advance; 

(b) make a loan of an amoulllt in excess of such maximum 
amount as may be prescribed from rime to time by 
the Minister or ninety per cent of the value of the 
land mortgaged or charged and any addhional 
security or of the purchase price thereof in the case 
of acquisition wilthout additional security. whichever 
of these is the IIeast; and for the pur]X)Se of thioc; 
paragraph "value" means the value determined by 
a qualified valuer selected by or in the employment 
of the company making the loan; 

(c) take into account, in determining the amount of a 
loan to be made, the value of any additional security 
other than the securi ty of a class specified by the 
Centra!l Bank from time to time; 

(d) make any loan repayable ,before the expiry of such 
minimum period as may be prescribed by the Central 
Bank from time to time; 

(e) charge, on any loan, interest at or equivalent. with 
any and all fees, charges and 'additions, to a rate per 
centum per annum in excess of such maximum rate 
as may be prescribed by the Central Bank from time 
to time. 

(4) A mortgage finance company shall not-
(a) pay, on deposits, interest at Or equivalent, with all 

'additions, including the value of any !inducements 
to deposirt, to a rate per centum per annum in excess 
of such maximum rate or below suoh minimum rate 
as may be prescnbed by the Central Bank from time 
to time; 

No. ~ 



No.- 9 

Restrictions 00 
de}>OSlilt tak·ing. 

1166 

Banking 1989 

(b) make loans or advances for any other purpose or 
make any investment o:her than .:,;hort~~erm inv.::,~~t·· 

ment in l·iquid assets within the mean:ag of subsec
tion (2) of section 19. 

16. (1) Subjeot to this section, no person. other than 
an institution which holds a valid licence, shall invite or accept 
depo·stl ts in the course of carrying on a deposirt ... ta 'k·i-ng business. 

(2) For the purposes of this section. "d:::posif' means 
a .sum of money paid on terms-

(a) under which H will be repaid, with or without interest 
or a premium, and ei·thcT on de:mand or a~ a t~me 
or in circumstances agreed by or on behalf of the 
person making the payment and the person receiving 
ilt; and 

(b) which arc not referable to the provision of properly 
or servkes or the giv,ing of stCuri,ty. 

(3) For the purposes of subsection (2, (/J), money is paid 
on teriffiS which are referable to the provision of property 
or serv!ces or to the giving of security if, and only if- -

fa) it ,is paid by way of advance or part payment under 
a contract for -the sale, hire or other provision of 
property or services. and is repayable only -in the 
event that the property or Eervices is not or are not 
1n fact sold. hired or otherwise '!Jrovided: 

(b) it is paid by way of security for the perrormanct: of 
a contract or by way of security ,in respect of loss 
which may result from the non-perfonnance of a 
contract; or 

(c) wirthout prejudice to paTagraph (b), it is paid by way 
of 'security for the delivery up or return of any pro
perty whether in a particular state of repai'r or 
otherwise. 

(4) For the purposes of this section, "deposit" does not 
indude-· 

(a) a sum pajd by the Central Bank or by an instirtution 
or the persons mentioned in section 54; or 

. b)'a sum which is paid by a person to an associa1e of 
that person. 
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(5) For the purposes of this secDion. a business is a 
deposit-taking business if-

(a) in the course of the business money received by way 
of depm~it is lent to others; or 

(b) 'any other activvty of the business is financed, wholly 
or to any material extent. out of the capiJtal of or 
the interest on money received by way of deposit. 

(6) Notw.iJthstanding 'that paragraph (a) or (b) of sub
section (5) applies to a business. it is not, a deposit-taking 
business for the purposes of this section if-

(a) the J)Crson carrying ilt on does not hold himself out 
as accepting deposits on a day ... to-day basis; and 

(b) any deposits which are accepted are accepted only on 
particular occasions, whether or not involving the 
issue of deheflltu'res or other securities. 

(7) For the purposes of subseotion (5). aU the activities 
which a petson. carnies on by way of buS'ine~s shall be regarded 
as a single business carried on by him. . 

(8) In determining, fQir the purposes of subsection (6) (b). 

whether deposits are accepted only on panticular occasions 
regard shall be had to the frequenC'lJ of these occasions and 
to any characterisHcs distinguishing them from each other. 

(9) Any person who contravenes 'Subsection (1) shall be 
guil ty of an offence and liable to imprisonment for a term 
not exceeding three years or to a fine not exceeding one 
hundred thousand shillings or to both. 

PART IV-RESERVES AND DIVIDENDS 

17. The capi ta'l and unimpaired reserves of an l~nstitu1ion 
shalt at all times. be ,not less than seven-and-a·half per cent 
of its total deposit liabilities. 

18. The Central Bank may prescr,ibe the minimum.ra1lios 
which shaH be maintained by institutions as between tbeir 
capital and unimpaired reserves on the 'one hand and their 
assets (including their total loans and advances) on the other 
and. for that purpose, may also dctennine the method of 
clalssifYlng and eva1uating assets. 
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19. (1) An instrtution shall maintain such minimum 
holding of liquid ac;;.sets as the Central Bank may from time 
to time determine. 

(~) For the purpose of this sectionJ "Jiquid assets" means 
al1 or any of the folloWling-

(0) notes and coins which are legal tender in Kenya; 

(b) balances held a:t the Central Bank: 

(c) ba:lances at other banks in Kenya after deducting 
therefrom balances owed to those other banks: 

(d) balances at banks abroad withdrawable on demand 
or short notice and money a t call abroad after 
deducting therefrom balances owed to banks abroad 
where the 'ba1ances and money at ca11 and short 
notice are denominated in convertible currencies; and 
for the purposes of ,this paragraph "bank a:broadB 

means a bank outside Kenya or an office outside 
Kenya of any bank: 

(e) Kenya treasury bills and bonds of a maturity not 
exceeding ninety-one days which are freely market
able and rediscountable at the Centra:l Bank; 

(n such other assets as the C..entral Bank may specify. 

(3) Any institution which fails to comp!y. within such 
time as the Central Bank may prescribe. with any requill"cment 
of 'subseot:ion (1) shall he liable to pay, on being caned upon 
to do so by the Centra] Bank. a penalty interest charge not 
exceeding one per cent o,f the amounrt of the deficiency for 
every day on which :the offence contlllllues. 

20. (1) No institution incorporated in Kenya shall pay 
any dividend on its shares or make any other form of distri
burtion to its shareholders un bil all i1s capita lized expenditure 
(inoluding preliminary expenses. share.Jse1ling commi5Sion~ 
brokerage. amount of ,losses incurred and items of expenditure 
not ,represented by tangi!ble assets) has been wri't1en off and 
provision has been made for bad and dou btfu 1 debts in accord
ance wil(:h subsection (2). 

(2) Every institution shal1--

(u) make provision for bad and doublful debts before 
any profit or loss is dec1ared; and 
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(b) ensure that the provision for bad and doubtful debts 
made under paragraph (a) is adequate according to 
suoh guidelines as may -be prescribed by the Central 
Bank. 

PART V-ACCOUNTS AND AUDIT 

21. (I) Adl entries in any books and all acoounts kept 
by an institu tion shall be recorded and kept in the English 
language, using the system of numerals employed in Govern
ment accounts. 

(2) The Centro.l Bank may,. at any time. issue directions 
to an institution requiring it to ma,intain such books1 records 
or informaDion. in addition to any books, records or informa
tion then already maintained by it, as the Central Bank may 
consider to be necessary. 

22. Every institution shaU exh¥bit throughout the year 
in a conspicuous position in every office and branch in Kenya 
a copy of its !last audiJted ooIance sheet (which shall be in 
conform~ty with the minimum financial disclosure requirements 
presCI1ibed from time to time by the Cen tral Bank and shall 
include a copy of :the auditor's report) together with the full 
and oorrect names of all persons who are officers of the insti-
tution in Kenya" and shall. within six months of the end of 
e3(jh financial year,. cause a ropy of the balance sheet for tha1 
financial year to be published lin a national newspaper. 

23. 0) An institution shalt not lator than six months 
after the end of its financi'al year. submit to the Central &nk 
an audited batlance sheet, showing its assets and liabilities in 
Kenya,. and an audited profit and loss account covering its 
activities i·n Kenya together with a copy of the auditor's 
report. m the prescri bed fonn. 

(2) A n institution which is incorpor3.'ted outside Kenya, 
and an institution which is incorporated in Kenya and maUl
tains hranches outside Kenya~ shall submit to the Central 
Bank, witth the bahlnce sheet and accounts referred to in 
subsection (I), an audited ,balance sheet and an audited profit 
and loss account of the institution as a whole. 

No.9 
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duty -it shall be to audilt and make a report upon the annual 
balance sheet and profit and loss account which are to be 
submitted to the Central Bank under section 23 O}. 

(2) If an institution fails [0 appoint an approved auditor 
under subsection 0), or to fill 'any ,,'acancy for an auditor 
which may arise. the Central Bank may appoint an auditor 
and fix the remuneration to be paid by the institution to him. 

(3) Tbe Central Bank may require an auditor to under~ 
take the following duties in addition to those provided under 
subsection (0-

(a) to submit such additional information in relation to 
hrs 'audit a'S the Central Bank may cOITs':der necessary; 

(b) to carry out any other special inve5:tigation; ,and 

(d to submit 'a report on any of the maHers referred to 
in parag,raphs (a) fmd (b): 

and the institution concerned shaH remunerate the auditor in 
respect of the discharge by him of all or any of such additional 
duties. 

(4) If the Huditor of an institution. in the course of the 
perfo~mance of his duties tmder this Act. is sati'sfied that-

(a) there 'has been a sefli ous breach of or non-compliance 
with the provisions .of 1his PI,ct. the Cen1ral Bank of 
Kenya Act or the regulations. guidelines or other 
matters prescribed by the Central Banle 

(b) a criminal offence involving fraud or other dishonesty 
has been committed by the institution or any of its 
officers or employees; 

(c) losses have be~n incurred which reduce the capital 
and unimpaired reserves of the ,institution by fifty 
per cent or more~ 

(d) serious j'rregularities have occurred which may jeo-
pardize the security of dep0sltors or creditors of 'the 
institu tion; or 

(e) he is unable to confirm that the claims of depositors 
and creditors of the institution are capable of being 
met out of the asse~s of the institution. 

he shall immediately report the matter to the Central Bank:. 
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(5) The Central Bank may arrange trilateral meetings 
with an institution and its auditor ,from time to time, to discuss 
matters relevant to the Central Bank's supervisory responsihi
lities which have arJsen in the course of the statutory audit 
of the institution including relevant aspects of the institution's 
business. its accounting and control system and its annual 
accounts. 

(6) If an auditor of an institutior.. fails [Q co:nply with 
the requirements of this Act. the Central Bank may remove 
him from office and appoint another person in his place. 

(7) A person shall not be qualified for appoint!nent as a'1 
auditor of an institution if he is-

(a) a director, officer or employee cf -that insti:ullion; or 

(b) a person who is a partner of a director, officer or 
employee of that institution; or 

(c) a person who is an employer or employee of a director, 
officer or employee of that institution; or 

(d) a person who is a director, officer or employee of an 
associate of that institution; or 

(e) a person who, by himself. or his partner or his em
'ployee, regularly perfornls the duties of secretary 
or 'book-keeper for that institution; or 

(f) a firm or member of a firm of auditors of which any 
partner or employee falls w:ithin the above categories. 

25. 0) An institution shall notify the Central Bank if it 
pro{X)ses to remove or change its auditor Of if any person 
ceases to be its auditor. 

(2) An auditor of an institution shaH forthwith give 
written notice to the Central Bank if he-

(a) resigns from office; 

(b) does not seek to be re.appointed; or 

(c) includes in his report or draft report on the institution's 
accounts any qualification which did not appear in 
the accounts for the preceding financial year. 

26. 0) No duty to which an audiLor of an institution 
may be subject shaH be regarded as contravened by reaSon of 
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his communicating in good faitb to the Central Bank. whether 
or not in response Ito a request made by 1t. any information 
or opinion on a matter to which this Part applies and which 
is relevant to any function of the Central Bank under this Act. 

(2) This section applies to any matter of which an auditor 
becomes a\vare in his capacity as an auditor or in the dis
charge of his duties under this Part and which relates to tbe 
business or affairs of the institution or any associate of that 
institution. 

PART VJ--INFORMATION AND REPORTING REQUIREMENTS 

27. The Central Bank shall collect such data and other 
infonnation as may be necessary to enable it 'to mainttain 
supervi~ion and surveillance of the affairs of institutions and 
the protection of their depositors and. for this purpose, may 
require institutions to subtnit statistical and other returns on 
a periodic b&'is in addition to any other returns required by 
Jaw. 

28. The Central Bank may require any institution to 
furn~sh to it. at such time and in such manner as it may direct. 
such information as the Central Bank may reasonably require 
for the proper discharge of -its functions under this Act. 

29. The Minister may require the Central Bank or an 
institution to furnish to him. at such time and in such manner 
a.<; he may direct. such information as the Minister may 
require. 

30 Where the Central Bank or an inSititution is required 
to furnish information under th!is Part. it sha:l1 furnish that 
information and any supplemental material that may be 
required as a result of that information within the period 
specified 1n this Part or the relevant direction or withlin ~ch 
reasonable period thereafter as may be agreed. 

31. (1) The Central Bank or the Minister may pu bloish 
in whole or in part. at such times and in such manner as it or 
he thinks fit. any information furnished to it Or him under this 
Act: 

Provided that the information so furnished shall not be 
published if it would disclose the financial affairs of any 
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person, unless the consent in writing of -that person has first 
been given. 

(2) Except as provided ,in this Act, no person shall dis
close or publish any information which comes into his 
possession as a result of the performance of his duties or 
responsibilities under this Act and, if he does so, he shaH, for 
the purposes of section 49~ be deemed to have contravened 
the provisions of this Act. 

PART VII-INSPECTION AND CONTROL OF INSTITUTIONS 

32. (1) The Central Bank may, at any time and from 
time to -time, and shall. if so directed 'by the Minister, cause 
an inspection to be made ·by any person authorized by it. in 
writing, of any institution and of its books. accounts and 
records. 

(2) When an inspection is made under subsection (1), the 
institution concerned and every officer and employee ,thereof 
shall produce and make available [0 the person making the 
inspection ali the books, accounts, records and other docu
ments of the institution and such correspondence. statements 
and information relating to the institution, j ts business and 
the conduct thereof as the person making the inspection may 
require and within seven days or such longer time as he may 
direct in writing: and any failure to produce any books, 
accounts. records, documents, correspondence, statements or 
infonnation wi.thin the period specified in the relevant direction 
shaH constitute a contravention of the provisions of this Act 
for the purposes of section 49 : 

Provided thal-

(a) the books, accounts and other documents required to 
·be produced shan not, in the course of the inspection. 
be removed from the premises of the 1nstitution or 
other prem,ises at which they are produced; 

(b) the person making the inspection may make copies 
of any ,books, accounts and other documents required 
for the purposes of his report; and 

(c) all information obtained in the course of [he inspecliion 
shall he treated as confidential and used solely for 
the purposes of this Act and of the Central Bank 
of Kenya Act. 

No.9 
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(3) The person making the inspection shall submit his 
report to the Central Bank; and the report shall draw attention 
to any breach or non~observance of [he requircrnents of this 
Act and any regulations made thereunder, any irregularity in 
the manner cf conduct of ,the business of the institution 
inspected, any apparent mismanaging of the business or lack 
of management skills ,in that ins6tution and any other matter 
revealed or discovered in the course of the inspection warrant
ing, in the opinio[l of the person making the inspection, 
remedial action or further investigation. 

33. (l} If, at any time, the Central Bank has reason to 
believe that the business of an institu tion i~ being conducted 
in a manner contrary to or not in compliace with the require
ments of this Act or any regulations made thereunder or in "
manner detrimental to or not in the best intc~e5ts of its 
depositors or members of the public, [he Central Bank may-

(a} give advice and make recommendations to the institu
tion with regard to the conduct of its business 
generally; 

(b} issue directions regarding measureS to be taken to 
improve the management or bus,iness methods of the 
institution or to secure or improve complia!1ce with 
the requirements of this Act, any regulations made 
thereunder or any other written law or regulations; 

(c) appoint a person, suitably qualified and conlpetent in 
the opinion of the Central Bank. to adv13c and assist 
the institution general1y or for the purposes of 
implement.ing ~ny directions under paragraph (b): 
and the advice of a person so ,lppointed shall have 
the same force and efI~ct as c. direction made under 
paragraph (b) and shall be deemed to be a direc:tion 
of the Central Bank under this section. 

(2) No direotion shall be issued under paragraph (b) or 
(c) of subsection (1) unless th~ institution has been given an 
opportunity to present its views. 

(3) An institution which receive~, J. direction under the 
provisions of this section shall comply with the direct:!on 
within such period a:: ma~l be specified in the direction and, 
if so required, shall rroducc evid'~nce to the Central Bank 
that it has done so. 
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34. (1) This section applies. and the powers conferred by 
subsection (2) may be ex.ercised, in the following circum
stances-

(a) if the institution fails to meet any financ,ial obligation, 
when it falls due including an obligation to pay any 
depo8itor~ 

(b) if a petition ,is filed, or a resolution proposed, for the 
winding up of the institution or if any receiver or 
receiver and manager or similar officer is appointed 
in respect of the institution or in respect of an or any 
part of its assets; 

(c) if the auditor of an institution makes a report to the 
Central Bank under the provisions of subsection (4) 
of section 24; 

(d) if the Central Bank discovers (whether on an inspection 
or otherwise) or becomes aware of any fact or 
circumstance which. in the opinion of the Central 
Bank. warrants the exercise of the relevant power in 
the interests of the institu don or its depositors or 
other credi tors. 

(2) In any case (0 which this section appl.ies. the Central 
Bank 'may wtith the approval of the Minister--

(a) appoint any person (in this Act referred to as "a 
manager") to assume the management, control and 
conduct of the affairs and business of an institution 
to exercise all the powers of the institution to the 
exclusion of :its board of directors including the use 
of .its corporate seal; 

(b) remove any officer or employee of an institution who, 
in the opinion of the Central Bank. has caused or 
contributed to any contravention of any provision 
of this Act or any regulations made thereunder or 
to any deterioration in the financial stability of the 
.institution or has heen gUilty of conduct detrimental 
to the interests Of depositors or other creditors of the 
institution; 

(c) appoint a competent person familiar with the business 
of insnitutions to its hoard of directors to hold office 
as a director who shall not be capable of being 
removed .from office without ,the approval of the 
Centra'! Bank; and 
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(d) by no~ice in ithe Gazette. revoke or cancel any existing 
power of attorney. manda,te. appointment or other 
authority by the institution in favour of any officer 
or employee or any other person. 

(3) The appointment of a manager shall be for such 
period. not exceeding six months, as the Central Bank shaH 
specify in his appointment and may ibe extended by the High 
Court. upon the applicacion of the Central Bank, if such 
extension appears to the Court to be justified. 

(4) A manager shall. upon assuming the management, 
control and conduct of the affairs and business of an ins.titu
tion, discharge his duties with diligence and in accordance 
with sound hanking and financial principles and. in particular, 
with due regard to:the ~nterests of the institution, its depositors 
and other creditors. 

(5) The responsrbilities of a manager shall include--

(a) tracing and preserving all the property and assets of 
the institution; 

(h) recovering at'! debts and other sums of money due to 
and OWling to the institution; 

(c) evaluating the capital structure and management of 
the institution and recommending to the Central 
Bank any restructuring or reorganization which he 
considers necessary and which. subject to the pro· 
visions of any other written law. may lbe implemented 
by him on behalf of the ins6tution; 

(d) entering into contracts in the ordinary course of the 
business of the institution. lincluding the raising of 
funds hy :borrowing on such tenns as he may con
sider reasonable; 

(e) obtaining from any officers or employees of the institu· 
tion any documents, records, accounts, statements 
or infonnation relating to its 'business. 

(6) For the purposes of discharging his responsihilities, a 
manager shall have power to declare a moratorium on the 
payment 'by the institution of its depositors and other creditors 
and the declaration of a moratorium shal1---

(a) be applied equally and without discrimination to all 
classes of credi tors; 
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(b) limit the maxm..um rate of interest which shall accrue 
on deposits and other debts payable by the institu
tion during the period of the moratorium to the 
minimum rate determined by ,the Central Bank: under 
the provisions of section 39 of the Central Bank of 

No.9 
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'by the Central Bank for the purposes of this section 
provided that the provisions of this paragraph shall 
not be construed so to impose an obligation on the 
institution to pay interest or interest at a higher rate 
to any depositor or creditor than would otherwise 
ha ve lbeen the case; 

(c) suspend the running of time for the purposes of any 
1.aw of limitation in respect of any claim by any 
depositor or creditor of the institution; 

(d) cease to apply upon the termination of the manager's 
appointment whereupon the rights and obligations 
of ,the institution. its depositors and creditors shall, 
save to the ex.tent provided in paragraphs (b) and (c), 
be the same as jf there had 'been no declaration 
under the provisions of this subsection. 

(7) If any officer or employee of an instilution removed 
under the provisions of subsection (2) (b) is aggrieved by the 
decision. he may apply to the High Court and the court may 
confirm, reverse or modify the decision and make such oilier 
order in the oircumstances as it thinks just; and pending the 
determination of any application or appeal therefrom, the 
order of removal shaH remain in effect. 

(8) Neither ,the Central Bank: nor any officer or employee 
thereof nor any manager nor any other person appointed. 
designated or approved by ,the Central Bank under the 
provisions of this Part shall 'be 14able in respect of any act or 
omission done in good faith by such officer, employee, 
manager or other person in the execution of the duties under
taken by him. 

35. (1) If an institution becomes insolvent, the Central 
Bank may appoint the Board esrtahlished under section 36 to 
be a liquidator of the ,jnsti:tution; and the appointment shaH 
have the same effect as the appointment of a liquidator by the 
court under the provisions of Part VI of -the Companies Act 

Liquidation of 
institutions by 
C".eotral Bank. 

Cap. 486. 
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and references in that Act to "the relevant date" and "com~ 
mencement of the winding up" shall be deemed to be refer
ences to the date on which the Board is appointed as 
liquidator. 

(2) No 1iqllidator of an institution &hail be appointed 
under the provisions of the Companies Act if the Board has 
already been appointed as liquidator and no liquidator of an 
institution shall be appointed ·in any event without the 
approval of the High Court which shall not grant such approval 
unless the Central Bank shall certify that it does not intend 
to exercise its powers under this section or shall ,fali! to exercise 
its powers within such period not exceeding three months as 
may be prescribed by the Court. 

(3) In any case where a liquidator of an inst,itution has 
been appointed. the Central Bank may, at any time. apply to 
the High Court for an order that the liquidator be removed 
and the Board appointed as liquidator in his place; and the 
provisions of the Companies Act shall. subject to the pro
visions of subsection (7), apply to a liquidation by the Board 
but only to the extent that they are not inconsistent with the 
provisions of this Act and any regulations made thereunder. 

(4) An mstitution shall become insolvent for the purposes 
of this section if-

(a) it is deemed to be unable to pay its debts within the 
meaning of section 220 of the Companies Act; or 

(b) a winding..up order is made against it. or a resolution 
for creditors' voluntary winding up is passed, under 
the Companies Act; or 

(c) it is unable to pay sums due and payable to its 
deposi tors; or 

(d) the Central Bank determines that the value of its assets 
~s less than the amount of its liabilities. 

(5) Where the Board has been appointed as liquidator. 
it shall have all the powers conferred upon a liquidator in a 
winding up bv the ,court under the Companies Act and such 
other powers as may be pres,cribed in any regulations made 
under the provisions of subsection (7), 

(6) In exercismg its functions under the provisions of 
this section. the Board shalllbe subject to the supervision of 
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the High Court which may. upon the application of any 
interested party and if it deems fit, appoint a committee of 
inspeCtion which shall have . the same powers as a committee 
of inspection appointed under -the provisions of Part VI of 

No.9 
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(7) The Minister rna y make regulations generally for 
carrying out the purposes and provisions of this section; and 
the regulations may 'be applied in conjunction with or to the 
exclusion of. any similar or equivalent provisions of the Com
panies Act and the regulations made thereunder and may 
include provision as to the manner and time in which 
depositors and other creditors of the institution. preferential 
or otherwise. shal'l submit proof of debt to the Board. 

(8) Notwithstanding anything to the contrary contained 
in any law, no receiver or receiver and manager shall be 
appointed to an institution without the prior approval of the 
High Court ,which shall not gran t such approval unless the 
Central Bank shall certify that it does not intend to exercise 
its powers under .this section or shall fail to exercise its powers 
within such period not exceeOing three months as may be 
prescribed by the Cour.t. 

-(9) Where a receiver- or receiver and manager of an 
institution has Ibeen appointed and a manager or liquidator is 
appointed under the provisions of this ,Part, the powers of the 
receiver or receiver and manager may only 'be exercised if 
and to the extent authorized .by the Central Bank or the High 
Court. 

PART Vfl1-THB DEPOSIT PROTECflON fuND 

36. (1) There is hereby established a body corporate to 
i' ., 

be known as the DeposH Protection Fund Board. 

(2) The Board shaH have;' perpetual succession and a 
common seal. with power to acquire, own. possess and dispose 
of property, to can tract and to sue anq, to be sued in its own 
name. 

(3) _Tbe.Board shall-

'(a) hold. manage and apply in accordance with the 
provisions of this Part, the Deposit Protection Fund 
(hereinafter referred 'to as '''the Fund"); and 

Deposit 
Protection 
Fund Board. 



No.9 

Deposit 
Protection 
Fund. 

No. 17 of 198.'. 

Il80 

Bunking 1989 

(b) levy contributions for the Fund. in accordance with 
the following provisions of this Part. from .institu
tions; and have such other fWlctions as are conferred 
on the Board ,by these provisions. 

(4) The Board shaH consist of-

(a) the Governor of the Central Bank who shaH be the 
chairman; 

(b) the Permanent Secretary to the Treasury; and 

(c) two members appointed by the Minis1ter to represenl 
the interests of institutions. 

(5) Subject to the provisions of this Part, the Board shaH 
determine its own procedure. 

(6) The Central Bank shall make available to the Board 
such facilities and the services of such officers as 'are necessary 
for the proper and efficient exeroise of the functions of the 
Board. 

37. (l) The Minister may, from time to time in consul
tation with the Central Bank and by notice in the GazeUe. fix 
the size of the Fund sufficient to protect the interests of 
depositors to he made up by contributions under section 38 
and may authorize the Board to borrow from the Central 
Bank: or any other 'person such amount as it may require for 
the purposes of discharging its functions under this Part. 

(2) The Fund shall consist of-

(0) moneys in the Deposit Piotection Fund established 
by section 17 of the Banlcing (Amendment) Act. 
1985; 

(b) moneys contributed to the Fund by institutions under 
section 38; 

(c) income credited to the Fund under subsection (3); 

(d) moneys borrowed for the purposes of the Fund under 
subsection (l). 

(3) The moneys constituting the Fund shall be placed in 
an account with the CentraJ Bank to be invested by the Board 
in Kenya treasury hills of maturity not exceeding ninety-one 
days from the date of i,\isue. and any income. from the invest
ment shalt be credited to the Fund. 
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'(4) There shall be chargeable to the Fund the administra
tion expenses of ,the Boardt repayment of money borrowed 
by the Fund and payments made in respect of protected 
deposi,ts. 

38. (1) Every institution which is Ncensed to carryon 
business in Kenya shall be a contrihuror to the Fund and shall 
pay into the Fund such annual amount, and at such times, as 
the Board may determine. 

(2) The Board shall serve on every institution a notice 
specifying the amount and the period, which shall not be later 
than twenty-one days after the date of service of the notice, 
within which the amount shall 'be paid into the Fund ,by the 
institution . 

(3) The amounl of a contribution to the Fund under this 
section shall not be less than one hundred thousand shillings 
nor exceed 0.4 per cent of the average of the in3tilution's total 
deposit liabilities during the period of twelve months prior to 
the date of the notice served under subsection (2); but the 
Minister may, after consultation with the Board, by order. 
amend the mininlUm and maximum amounts of contributions 
prescribed by this subsection. 

(4) An institution which. for any reason, fails to pay its 
contribution to the Fund within the period specified in a notice 
issued under subsection (2) shall be liable to pay to the Fund 
a penalty interest charge not exceeding one-half per cent of 
the unpaid amount for every day outside the notice. period 
on which the amount remains unpaid. 

(5) If it appears to the Board that the affairs of an 
institution are being conducted in a manner detrimental to its 
own interests or to the interests of its depositiors. the Board 
may increase the contributions of that institution beyond [he 
ma.~imum set out in subsection (4) or terminate the protection 
of the deposits of such institution. 

No. ') 

Contribut<i~n 10 
the Fund. 

39. (]) The amount being the aggregate credit balance Protection of 

of any accounts maintained by the customer to an institution, deposiU. 

less any liability of the cu&tomer to the institution, shall be a 
protected deposit to the extent determined h:/ the Minister 
from time to rime by order published in the Gazette. 
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(2) A customer of an ins~itution may upon the institution 
becoming insolvent. lodge a claim with the Board. in such 
form as 'the Board 'may approve. for payment to him out of 
the Fund of any protected deposit which he 'would, but for the 
insolvency, have been paid had he demanded payment from 
the insolvent institution. 

(3) The Board may, before paying any claim lodged 
under subsection (2), require the claimant to furnish it with 
such docu,mentary proof as may be proper to show that he is 
entitled to payment out of the Fund; and the Board may 
decline to make any payment under this section to a person 
who. in the opinion of the Board. had any responsibility for. 
or may have profited directly or indirectly from the circum
stances leading up to the institulion becoming insolvent. 

(4) The Board may, at any time and from time to time. 
require the Central Bank to hav~ an inspection carried out 
under section 32 to ascertain the type, number and value of 
the protected deposits of any ,institution and the information 
obtained pursua nt to the inspection shall, subject to section 31. 
be made available by the Central Bank to the Board. 

(5) Upon payment of a protected deposit. the Board shall 
be entitled to receive from the institution or ,its liquidator. as 
the case may be, an amount equal to the insolvency payment 
paid by the Fund on account of its subrogation to the claims 
of any custnmer or depositor. 

(6) An institution shall become insolvent for the purposes 
of this Part if- ---

(a) a liqu idator or interim liquidator is appointed under 
the provisions of the Companies Act or this Act; or 

(b) a winding-up order is made against it, or a resolution 
for creditors' voluntary winding up is passed, under 
the Companies Act. 

(7) For the purposes of this section "customer" includes 
person entitled to a deposit as trustees or persons holding any 
deposit jointly. 

40. Whenever an ~nstitution becomes insolvent. the 
Board shall 'be entitled to receive any notice or other document 
required to be sent to a creditor of'the institution whose debt 
has been proved. and a duly authorized representative of the 
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Board shall be entitled to attend any meeting of creditors of 
the institution and to be a member of any committee of 
inspection appointed under the Companies Act or this Act 
and in the case of a w,inding up by the High Court, the Board 
shall be entitled to appear at the hearing of the petition and 
to make representations. 

41. If the Board considers i·t desirable to reduce risk or 
avert ,threatened loss to the Fund, the Board may, on such 
terms and securities as it may prescribe, Jend to, place a 
deposit with, issue a guarantee on behalf of, or purchase the 
assets of, an ,institution. 

42. (1) The Board shall, within three months after the 
dose of each financia'l year, submit to the Minister a report 
on the Board~s operations ,throughout the year. 

(2) The financial year of the Board shan be the same as 
the Central Bank~s financial year. 

PART IX-REPRESENTATIVE OFFICES OF 

FOREIGN INSTITUTIONS 

43. '0) The Minister may. in writing and subject to such 
conditions as he may consider necessary. author.ize a bank or 
a financial inst'l,tution incorporated outside Kenya which does 
not propose to transact ,banking or financial business in Kenya 
but which proposes and applies in writing to the Minister 
to establish a representative office in Kenya, ,to open an office 
in a place in Kenya approved ,by the Minister. 

(2) The Minister may require a representative office to 
furnish to him. at such time and in such manner as he may 
direct. such 'inforrfUl.tion as he may require. 

(3) Where a representative office is required to furnish 
information under suhsection (2), it shall furnish that inforrn~ 
ation and any supplemental material that may be required as 
a result of that information within the period specified in the 
direction or w·ithin such reasonable period ,therea,fter as may 
be agreed. 

(4) The Minister may at any ·time, if it appears to him 
that a representaNve office is engaged ,in banking or financial 
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business or that the affairs of a representative office arc being 
<:onducted contrary to any condition of an authority granted 
under subsection (I) or in a manner detrimental to banking 
or financial business 'In Kenya, issue directions to the re~ 
presentative office to take such corrective action as the Minister 
considers to be necessary within such p61"iod as may be 
specified in the directions; and. if the representative office farl!\ 
to comply with such direotions. the Minister may order that 
the affairs of a representative office in Kenya be wound up 
and the office closed within such rime as he may direct. 

PART X--M'SCELLANEOUS PROVISIONS 

44. ~o institution shall increase its rate of banking or 
other charges except with the prior approval of rhe Min1ster. 

45. (1) The Minister shall consult with the Central Bank 
in the exercise of his functions under this Act. 

(2) Where the approval of the Minister ,is required under 
any provis'lon of this Act. the application for such approval 
shall he submitted through the Central Bank. 

46. Where the Minister considers that it is in the public 
interest 'that banks. or a particular bank. or a particular branch 
of a bank, should remain closed on a day which is not a public 
holiday. he Inay by notice in the Gazette, declare that day to 
be a bank holiday for all banks, or for that particular ba·nk. 
or for that particular branch. as the case ·may be. and every 
licensed bank, or that particular bank, or that particular 
branch. as the case may 'be. shall renJain closed on that day. 

47. (1) The High Court, on application made ex parte 
by the Min:ister or, where a ma·nager or liquidator has been 
appointed 'by the Central Bank. may. if it considers it to be 
in the interests of the depositors df an institution, make an 
order--

(a) prohibiting the inst,jtution from carrying on business; 
or 

(b) staying the commencement or continuance of any 
actions or proceedings against the ·institution in 
regard to any business for a specified period of time 
on such terms and conditions as it considers reason· 
able, 
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and may from time to time extend the specified period up to 
a lotal of six months from the beginnnng of the stay. 

(2) So long as an order under paragraph (a) of sub· 
section (}) remains in force, the licence granted to the institu* 
tion under this Act shaH be deemed to be suspended. 

48. (1) A person who is an officer of an institution silaH 
cease to hold office and sha'l1 not thereaf,ter ·be eJlig.ibJe to hold 
office in any institution if he--

(a) becomes bankrupt or suspends payment or compounds 
with his creditors; or 

(b) is convicted of an offence involving dishonesty or 
fraud; or 

(c) is removed from office under the provisions of section 
34. 

(2) Any person who continues to act as an officer of an 
institution after he has been disqua1ified by y.iil'tue of this 
section shaH be gUilty of an offence. 

49. Where any institution or other person contravenes 
any of the provisions of this Act--

(a) if ,it is a body corporate. it shall be guiLty of an offence 
and Hab1e to a fine not exceeding one hundred 
thousand &hl)lings; and 

(b) every officer of that institution or person shall be 
guilty of an offence and liable to a fine not exceeding 
fifty thousand shillings or to imprisonment for a 
term not exceeding two years or to both unless he 
proves that, through no act or omission on his part, 
he was not aware that the contravention was taking 
place or was intended or about to take place, or tnat 
he took all reasonable steps to prevent it taking 
place. 

SO. (I) Any officer of an institution who--
(a) fails to take all reasonable steps to secure the com

pliance of the institution with this Act; or 
'·(b) fails to take all reasonable steps to secure the accurary 

and correctness of any statement submitted under 
this Act 01" any other written law applica:bJe to banks 
or financial institutions; or 

(c) fails to supply any infonnation required under this Act, 
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shall be guilty of an ofIence and liable to imprisonment for a 
term not exceeding one year or to a fine not exceeding twenty 
thousand shilli·ngs or to both. 

(2) It shall be a defence to a charge under subsection (1) 

for an officer .to show that he reasonably thought that another 
competent person had been charged with the responsibility or 
duty in respect of which the default arose. 

51. (1) Any institution or other person who issues any 
advertisement. brochure. circular or other document inviting 
any person to nlake a deposit which-· -

(a) falsely represents that he is is authorized to accept 
deposits or is otherwise lkensed under the provisions 
of this Act; or 

(b) is issued contrary to any direction given by the Central 
Bank under the provisions of subsection (2). 

shall be guilty of an offence. 

(2) The Central Bank may, at any ·time direct any person 
to withdraw. amend or refrain from issuing any advertisement, 
hrochure. circular or other documen.t relating to deposits 
which. in its sole discretion. ·it considers to be misleading. 

52. (1) For tbe 'avoidance of doubt, no contravention of 
the provisions of this Act or the Central Bank of Kenya Act 
shall affect or inva'lidate in any way any contractual obligation 
between an institution and any other person. 

(2) The provisions of subsection (I) shall apply with 
retrospective effect to the Banking Act (now repealed) or the 
Central Bank of 'Kenya Act. 

(3) This section shall not permit any institution to 

recover in any court of law interest and other charges which 
exceed the maximum permitted under the provisions of this 
Act or the Central Bank of Kenya Act. 

53. The Min/ister may, by notice in ;the Gazette, exempt 
any person from all or any of the provisions of this Act. 

54. This Aot does not apply to-·-

(a) the Kenya Post Office Savings Bank established under 
the Kenya Post Office Savings Bank Act: 
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(b) the Agricultural Finance Corporation established 
under the Agricultural Finance Corporation Act; 

(c) a society registered as a co--operative society under 
the Co-operative Sooieties Act, other than ,the Co
operative Bank of Kenya Limited. 

55. The Minister may make regulations generally for 
carrying out the purposes and provUsions of this Act. 

56. 0) The Banking Act is repealed. 

(2) Notwithstanding subsection (1), where upon the com
mencement of this Act any bank or financial institution is 
licensed to transact banking Ibusiness or the business of a 
financial institution in Kenya, that licence shall have effect as 
if granted under section 5 of this Act. 

57. The several written laws specified in the first co'lumn 
of the Second Schedule are amended. :in relation to the 
provisions thereof specified in the second column~ in the 
manner speclfied in the third column. 

FIRST SCHEDULE (s.7) 

MooMUM CAPITAL REQUIREMENTS 

No licence shall be issued to an institution, unless--

(a) in case of a bank incorporated in Kenya, its paid-up capital is 
at least filfteen million. Kenya shillings and its paid-up capital 
and unimpaired reserves are not less than seven-and-a-half 
per cent of its total deposit lia:bi1ities; 

(b) in case of a bank incorporated outside Kenya, its paid-up 
capital is at least one hundred and fifty million Kenya 
shiIiings; 

(c) in case of a financial institution and mortgage finance company 
incorporated in Kenya, its paid-up capital is at 'least seven 
million five -hundred thousand S'hillings and its paid-up capital 
and unimpaired reserves are not less than seven-and-a-haIf 
per cent of its total deposit liabilities; and 

(d) in case of a financial institution or mortgage finance company 
incorporated outside Kenya, its paid-up capital is at least 
seventy-five million sbirtings. 
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SECOND SCHEDULE 

AMENDEMENTS OF OTHER WRITTEN LAWS 

(s.57) 

JVrilfell Law 

The Bills of Excha
ange Act (Cap. 27.) 

The Income Tax 
Act (Cap. 470) 

The lnvest:ne:lt 
Promotion Centre 
Act (Cap. 485) 

The Com:Janies 
Act (Cap: 436) 

The Co-operative 
Societies Act (Cap. 
490,) 

The Central Bank 
of Kenya Act (Cap. 
491) 

The I nsurance Act 
(No.1 of 1985) 

Provision 

s. 93(2) 

'l. 2(1) 

Amelldment 

In paragraph (a) (iii), ecleto "sec
tion, 25" and substitute "section 

46", 

In the definit~ol1 of "banker" 
insert "or :nortg~ge fin::m·:e comp
any" immediately after "fina:y:i"l 

institution", 

Fourth Schedi.lle Delete" A bank or financial in~t
tution 1i<.:ense:1 under the Banking 
Act" and insert "A bank or fina
ncial institution or mortgage fin'l
nee company licensed under the 
B:mking Act", 

s. 4(r) 

s. 386(5) 

s,43(d) 

s.2 

s.2G 

!'1sert "or .1nrtg llje ,h'l!l':~ CO:11)' 
(Hny" irll'neji::nely after '·an3.n~i31 
in~titllt iO:1.'i", 

Insert "or fi:u:1:ial institutio.l or 
mortgage finance CO'l1;J:ltlY" im:ne· 
diately afrer "b,lrlk", 

Delete the word "re:;isteieJ", dJ\\1 

insert "licel1sc.J". 

Deleto rhe word "1~ceI1sed" i:\.;))I,}.l.r

ing in the de:h1tio:l of "5pc":i'ied 
bank", 

Delete the deilnitio:l of "spc;;ifieJ 
financial institutions" and insert 
the following-

"specified financial insLtulion" 
means a financial institL!!ion or 
mortgage finance company within 
the me!:l.ning of the Bankin~~ Ar;:t 
which is ~pecified by the Bank for 
the p!Jrpo~os of this Act 

Delete the deAni!ion of "nnancbl 
institution" and inscrt-

"financial instfturjon hJ.'.> ,he 
meaning assig;1ed to it ji] the 
Baking Act and inc1urjr:s a 
mortgage finance cOll1pa.ny witn
in the me~ming of lh':1L Act. 




