11/11/2018 Vultures circle as National Bank weakens under weight of bad debt :: Kenya - The Standard

b&

(https://newsstand.standardmedia.co.ke?utm_source=standarddigital&utm_medium=page-peel&utm_campaign
HOME (HTTPS://WWW.STANDARDMEDIA.CO.KE/) KENYA <« (HTTPS://WWW.STANDARDMEDIA.CO.KE/KENYA)

WORLD ¥ (HTTPS://WWW.STANDARDMEDIA.CO.KE/WORLD) BUSINESS Vv (HTTPS://WWW.STANDARDMEDIA.CO.KE/BUSINESS)

OPINIONS ¢ (HTTPS://WWW.STANDARDMEDIA.CO.KE/OPINIONS) HEALTH (HTTPS://WWW.STANDARDMEDIA.CO.KE/HEALTH)

SPORTS (HTTPS://WWW.STANDARDMEDIA.CO.KE/SPORTS) ENTERTAINMENT (HTTP://WWW.SDE.CO.KE/)

EDUCATION (HTTPS://WWW.STANDARDMEDIA.CO.KE/?CATEGORYID=56) LIFESTYLE (HTTPS://WWW.STANDARDMEDIA.CO.KE/LIFESTYLE)

VIDEOS (HTTPS://WWW.STANDARDMEDIA.CO.KE/VIDEOS)

TODAY'S PAPER (HTTPS://NEWSSTAND.STANDARDMEDIA.CO.KE?UTM_SOURCE=TOPMENU&UTM_MEDIUM=MENULINK&UTM_CAMPAIGN=EPAPER)

| From assetstoliquidity
.&ﬁ. - ’ THE Fix Let us approve to improve your life . Get a customized loan today! \(IHAIMIGHI

SiX CLICK TO EXPAND
Today's Paper Subscribe (https://newsstand.standardmedia.co.ke/) Login (https://newsstand.standardmedia.co.ke/L

You are here » Home (https://www.standardmedia.co.ke/?categorylD=0) » Financial Standard (https://www.standardmedia.co.ke/?categorylD=22)

\ /. 1L, . PGy |

Viltures- circle-as-Nationalk-Bank-weakens-utad

‘weight of bad debt ’

By Otiato Guguyu (https:/iww ia.co.ke/author/Otiato-Guguyu) | Pubiished Tue, November 6th 2018 at 00:00, Updated
November 6th 2018 at 11:24 GMT +3

SHARE THIS ARTICLE

f Share on Facebook ¥ Share on Twitter & in o ADVERTISEMENT
(Javascript:void(0)) (Javascript:void(0)) (Javascrigdancid(@)pt:void(0))
Up to 3 years
of ink included*

=

i

w &

LATEST NEWS

Insurance players seeks to transform sect
through enhanced customer experience

(https://www.standardmedia.co.ke/busine
players-seeks-to-transform-sector-throug

== = ' . enhanced-customer-experience)
. om/forms-/d/e/-'tFRTm'S"' u qCaI'szSXah3nmsIréL(JiZSG%thLEQFfpfbD_oCth5A/viewform)
_ Candidate dies before paper

FOR

s (https://www.standardmedia.co.ke/article,
1 OADING DL

]
u

; R Y

" RESEAVED =l i Vo
o E

Y dies-before-paper)

https://www.standardmedia.co.ke/business/article/2001301684/vultures-circle-as-national-bank-weakens-under-weight-of-bad-debt 1/8


https://www.standardmedia.co.ke/
https://www.standardmedia.co.ke/kenya
https://www.standardmedia.co.ke/world
https://www.standardmedia.co.ke/business
https://www.standardmedia.co.ke/opinions
https://www.standardmedia.co.ke/health
https://www.standardmedia.co.ke/sports
http://www.sde.co.ke/
https://www.standardmedia.co.ke/?categoryID=56
https://www.standardmedia.co.ke/lifestyle
https://www.standardmedia.co.ke/videos
https://newsstand.standardmedia.co.ke/?utm_source=topmenu&utm_medium=menulink&utm_campaign=epaper
http://googleads.g.doubleclick.net/pcs/click?xai=AKAOjsujVNsg6Z5LJpfUqYALb2lQlRzRpGvYOxaOI8_mL41H6CiHIhOXUyW0wKaUAVVLMBDXPUXscbBNzKZoxXoHlH1pQz_Apg2sTceEDuPGkGM2Z3QLvNF6oH-Zcj9XRChapb5KmUC6McbVn96LUcEJdSzFI7UYVqG7l4IP8YwT2YgIwS08pWCpONGdXQbVb6dfKyQWyhYvDtl-fMT2uFvvcpsA7v6oRXJwJwueNPhNPX4IzeXb8vbMiO0wmH0COoUBQ8x_PbeN_hfa-Chwa45A7Wg&sai=AMfl-YSiOMqbRn2ycmd9tbOFXXw-yC0FZgL4DLOOiM2V9gMQgPC-pA8JaKt2X6CPa0CX8uwMybzP6BbarP6e_cXKq6N_kFeCteo2-4-j3AePniqOWXzLRJJpW-Owu2g&sig=Cg0ArKJSzNj-C13rfCKk&adurl=http://www.mwananchicredit.com/&nx=CLICK_X&ny=CLICK_Y
https://newsstand.standardmedia.co.ke/
https://newsstand.standardmedia.co.ke/user/login
https://www.standardmedia.co.ke/?categoryID=0
https://www.standardmedia.co.ke/?categoryID=22
https://www.standardmedia.co.ke/author/Otiato-Guguyu
javascript:void(0)
javascript:void(0)
javascript:void(0)
javascript:void(0)
https://googleads.g.doubleclick.net/pcs/click?xai=AKAOjsujYxPl7skJemZbnVLQGoEUA5dSeLLT5jD1oIlxsFVByJZuNEPMudK39FzlJdnwqOxYu0QTW19MyWxy8CjVv2QZUKXKWxtJPXRVffty-q9_dGagbC5b6Mnu8LC4DBhIRqRnQMD0KoGwfWSD_OfzTX5mJr13a09yqImwv9bbm0x3jSRlknZkS-QNYGRhoxhcjbTNppAUmpSxinR7ymkm3J3vNO0UGhRhBFY8badekvm21gEkXdz9AUDEVWriqrnj6PyJqVyBZ6o4vDMv8lHVK-2O-TbiX4tf&sai=AMfl-YQX-dmbLeZJSN6uhO76_rEOWdmsFsGZfCzg-y5pclzlAr1-OvNZA4ghAIHfUIuKQE9NA56n5KL6dgHA4Kn_cI60ks0b-FSDTc9DCS_mJBy0wY5AH9K6uxqthEk&sig=Cg0ArKJSzG4gfHI6pdVC&adurl=https://www.epson.eu/for-home/ecotank&nx=CLICK_X&ny=CLICK_Y
https://www.standardmedia.co.ke/business/article/2001302154/insurance-players-seeks-to-transform-sector-through-enhanced-customer-experience
https://www.standardmedia.co.ke/article/2001302152/candidate-dies-before-paper
https://newsstand.standardmedia.co.ke/?utm_source=standarddigital&utm_medium=page-peel&utm_campaign=epaper
https://www.standardmedia.co.ke/business/article/2001301687/kenya-faces-risk-of-paying-foreign-loans-at-high-cost
https://www.standardmedia.co.ke/business/article/2001301683/why-heavy-government-borrowing-is-choking-economy
https://docs.google.com/forms/d/e/1FAIpQLSeP6uGJqCakzVSXah3nmsIrkU2SGegJtLm9CfpfbD_oCVhq5A/viewform

11/11/2018 Vultures circle as National Bank weakens under weight of bad debt :: Kenya - The Standard
Just two years after Wilfred Musau took ovBfPRERITRIRIE-aiifrsem ediftienrtal BainfowTrsiapgarddigital&utm, medium= age'Pee'&“tm_CamPaign

Police arrest suspect in gang rape
(NBK) is facing a crisis as Sh4.2 billion bailout money from principal owners delays. recording that went viral

. (https://www.standardmedia.co.ke/article,
ALSO READ: State war on tax cheats nets Sh18.1b in 2 months arrest-suspect-in-gang-rape-audio-record

(https://lwww.standardmedia.co.ke/article/2001301442/state-war-on-tax-cheats-nets- that-went-viral)
sh18-1b-in-2-months)

Romelu Lukaku returns to Manchester Unit
Its core capital is almost wiped out and to make the matter worse, it is in the red on several training ahead of derby
Central Bank of Kenya (CBK) safety ratios and tension is mounting between the lender and (https://www.standardmedia.co.ke/sports,

. . lukaku-returns-to-manchester-united-trair
some of its corporate clients.

ahead-of-derby)

CHEZACASH WWW CHEZAGASH GOM Will this be another record breaker?
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The Nairobi Securities Exchange market has not been kind to the bank either. The bank’s Uhuru: Never will Kenyans shed blood agai

listed stock is shedding its share price in the last one year, dropping from Sh9.15 to Sh4.95 (https://www.standardmedia.co.ke/article,
last week; a reversal of the rally that saw the counter hit Sh12.25 in August 2017. never-will-kenyans-shed-blood-again)
When Mr Munir left NBK, it had suffered after restating its books in 2015 under a cloud of VIE

aIIegatlons of pIunder. (https://www.standardmedia.co.ke/breakingnews)

However, Mr Musau led the bank to profitability in his first year as CEO, bouncing back from

a huge loss the previous year.
THE STANDARD ON FRIDAY

But just like his predecessor, he may have raised the bank but could now be overseeing its

Sh

30 billion missing in six counties

decline.
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s cartel exposed

€ For the first half of the year, NBK posted a Sh282 million net loss from Sh179 million profit

last year - but that was the least of the lender’s problems. :sg';“"gif',",:g* rrrrrrrr N
The bank has wiped out its core capital by 83 per cent in just one year from Sh10.1 billion to ;E‘jlﬂ“ '

Sh1.7 billion and has run afoul of some key CBK ratios that measure business viability.

“The adjusted capital ratios include the expected credit loss provisions added back to the

capital in line with the CBK guidance note issued in April 2018 on the implementation of IFRS
9,” the lender’'s management said in a statement accompanying the half-year results.

ALSO READ: CBK: Foreign monthly inflows heads north

READ YOUR COPY NOW

(https://www.standardmedia.co.ke/article/2001301183/cbk-foreign-monthly-inflows- (HTTPS://WWW.STANDARDMEDIA.CO.KE/EF
heads-north)
Statutory minimum TRENDING NOW

Current capital is only Sh738 million above the statutory minimum of Sh1 billion, which has Michelle Obama reveals she used IVF to

led to a breach of three CBK ratios that measure the soundness of banks. conceive daughters after

. . . . . . heartbreaking miscarriage
Core capital to total deposits ratio is at 1.8 per cent against the statutory minimum of eight

per cent while core capital to total risk-weighted assets ratio is at two per cent against the

minimum 10.5 per cent. (https://www.standardmedia.co.ke/evewol
obama-reveals-she-used-ivf-to-conceive-

“The two ratios have a bearing on how much deposits a bank can accumulate and how much daughters-after-heartbreaking-miscarriage

money it can loan out. So at the current level, the bank is constrained on expanding its loan i i
Police arrest suspect in gan

book,” an analyst who sought anonymit id. rape audio recording that w

As at end of June, the loan book was 8 billion, down from Sh57 billion at end of viral

December 2017 a decline of almost S BT/ AP %S 99988 FRY forms/d/e/1 FAIpQLSeP6uGJqCakzVSXah3rihtinaI2owaystandardmediaies kefaviiele
’ ' arrest-suspect-in-gang-rape-audio-recordi

NBK has now opted to woo depositors a lucrative savings plan even as it waits for a that-went-viral)
bailout which is in limbo because of disagreements between top shareholders, the National
Treasury and National Social Security Fund.
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ALSO READ: NYS probe: Court freezes all bank accounts linked to ex-PS
(https://lwww.standardmedia.co.ke/article/2001300975/nys-probe-court-freezes-all-

bank-accounts-linked-to-ex-ps)

Deposits between Sh5,001 and Sh50,000 will earn one per cent while savings between
Sh50,001 and Sh2 million will get five per cent. Above Sh2 million will earn seven per cent.

“In the Finance Act 2018, the Banking Act was amended by repealing the requirement for a
minimum interest on deposits. However, we have chosen to provide full benefits to our
existing and new savings account customers by giving them up to seven per cent in interest
on all savings as we celebrate our 50th birthday,” Musau said.

Saddled with huge non-performing loans (NPLs), the bank - according to credible sources
within and outside the lender - has launched a controversial debt recovery scheme that may
cost it a fortune yet line the pockets of a few.

Financial Standard has learnt that NBK is offering a discount to its corporate loan delinquents
but the plan has been hijacked by officers within the rank and file to get kickbacks on the
deal.

Just recently, the management was summoned to Parliament to shed light on the deals
dubbed ‘write-offs’ by the National Assembly Finance Committee.

Finance Committee Chairman Joseph Limo did not respond to our text messages by the time
we went to press.
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Parliament and gave aII the information that was required, except what was considered
€ confidential to the clients and the bank could not breach.

NBK is carrying a huge bad loan burden of Sh30.1 billion, part of which it may be forced to

write off for non- recovery.

While other lenders opt to hire loan recovery firms to pursue the borrower at a discount or
attach property and sell to recover funds, NBK decided to engage its clients directly to reach
a gentleman’s agreement.

ALSO READ: Pressure as interest on foreign loans up 145pc

The defaulter could agree to pay only part of the loan recoverable and be allowed to
refinance and continue with the relationship after washing off the legacy debt.

But it is here that some bank staff apparently went to some of the big clients and demanded
kickbacks to effect the write-offs.

Declined

NBK declined to answer our queries specific to the parliamentary committee’s interrogations
but denied allegations on the kickbacks.

“We refer to your email dated 19th October in respect to some of the bank’s customers for
whom you seek clarity on contentious issues which are the subject of correspondence

exchanged between the bank and our mers, wherein parties have taken respective

positions.

« . . t s//docs

In our view, the allegations are basele thne real ave been grossly
misrepresented,” Musau said in an em response.

“Any attempt to provide the clarification sought would expose the bank to breach of customer
confidentiality in the circumstances,” explained Musau.
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complaining about the extortion attempt - which the owner declined to give. The borrower

accused NBK of advised his firm to default on loan so as to get a waiver.

ALSO READ: What awaits Kenya in migration to new generation currency

(https://www.standardmedia.co.ke/article/2001299797/what-awaits-kenya-in-migration-

to-new-generation-currency)

“You previously informed me that | would have to be in default to be considered for a waiver,”
the letter to NBK read in part.

In the last meeting to decide on the write-offs, his firm was not considered. CBK declined to
reply to our queries on the extent of investigations into the alleged misconduct raised by the
company.

Another borrower said their request is still subject to a board meeting in the next couple of
weeks and declined to give details so as not to prejudice his case.

A local construction company is claimed to have sought a security swap under the scheme,
although the valuation of the swapped properties is the primary concern.

It is also alleged that another corporate client was asked for two units of houses at a high-end
Two Rivers property in Nairobi, which he apparently declined.

NBK is also bogged down by huge debts that it is unable to enforce due to litigation. This
includes property owned by the late billionaire Tahir Sheikh Said (TSS) whose succession is
in court.

%s /é?t t%%ﬁ%%u”% Ay ulééé}ﬁ(er%%ims&%éﬂfwiaces—risk—of—paying—foreign—loans—at—high—cost)
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take over for auction to recoup a Sh2 billion loan.

Kenya Commermal Bank to

W

('NBK, which had also given a similar amount to the investor, rushed to court to stop the sale.

In a separate transaction, Juja Coffee Exxporters, also associated with the late Mombasa
tycoon, has disputed a Sh4 billion debt demanded by the NBK.

Owes money

The company admitted before a Mombasa court in May that it owes the bank money but
disputes the amount sought.

Even as NBK seeks to mobilise depositors, the move sparks a reminder of an alleged fraud
during the former management’s tenure when the bank hired two companies to mobilise
deposits at a commission.

An affidavit filed by the Capital Markets Authority (CMA) in court said NBK approached two
firms to help it convince large depositors to put their money in the bank to help it overcome
liquidity issues, but which later defrauded it of Sh991 million.

The firms were Edge Capital Consultancy and Advest Company. Edge was not even a
registered company when NBK contracted it in May 2014, it got registered four months later.

The companies apparently collected the commissions without any confirmation that they had
actually helped the bank get any money.

RELATED TOPICS: @BK (https://www.standardmedia.co.ke/topic/NBKD

National Assembly Finance Committee (h
Finance-Committee)

/www.standardmedia.co.ke/topic/NationaI-Assemny)
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