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Most powerful and with boardroom
influential directors | influence

By Jackson Okoth
If you want a glimpse of a world so exclusive, extravagant,

rich and full of intrigues and raw corporate power, you will
find it here........... Story Page 2

This is the board of directors, a powerful crowd of
powerful business executives at the helm of companies,
always under pressure from shareholders who demand
higher dividends and return on their investment
Considered the most powerful decision making organ in
any organization, both public and private, a company’s
board and directors who sit on are some of the most
revered and feared in any company set up.

It is at the board rooms where critical and far reaching
decisions are made.

It is also at the board of directors meetings that career
Stock Analysis: Bamburi Cement Company Limited doors are closed and opened, merger and acqusition
— deals struck and the fortunes of an enterprise determined

by the stroke of a pen on a contract.

If envy is one of your weaknesses, a board meeting is certainly the place to avoid. The players sitting on
boards of listed firms in Kenya are some of the most wealthy, perhaps beyond compare.

And the most fascinating part about it all is that most of these company directors owe their influence to an
intricate network in the corporate world, involving vast experience and professional qualifications.
Interestingly, some sit on the company boards climbed this ladder not because they built those companies
but because they borrowed other peoples money or sold other companies to make a fortune and acquire
those whose boards they sit on.

For many, the road to riches and corporate power has been through hard labour, the right connections, nose
for deals and hardball bargaining boardroom power games.

The Financial Post sought this list of some of the most influential board members sitting on listed companies
in Kenya, their experience and networks as well as professional qualifications and the number of companies
they sit on as a measure of their clout.

Recent mergers, including that of CFC bank and Stanbic, the sale of East African Cables and shares of
Kencell to Celtel International, the floatation of AccessKenya shares and the venture of some local
companies to the regional markets-These spate of corporate moves and shakes suggest the hand of astute
stategic visionaries who continue to wield influence in company boardrooms.

We attempt to let you in on the extent of influence in this world of high finance and corporate power, the cast
featuring some of the biggest names in corporate Kenya.

Top of the list of most powerful and influential company directors is Joseph Kinyua, the Permanent
Secretary at the treasury, Jeremiah Gitau Kiereini, Richard Kemoli, Michael Somen, Francis Okello, Tom D.
Oduor, Titus Naikuni, Peter Muthoka, Naushad Merali, Andrew Ndegwa, Charles Njonjo, Linus Gitahi and
Eddy Njoroge.

Essentially, a company’s Board of Directors is responsible for setting the strategic direction of the Company
and for overseeing and monitoring its businesses and affairs.

Directors are accountable to shareholders for the company’s performance.

The Board reviews and approves the company’s strategic and business plans and guiding policies. Day to
day management of the company’s affairs and implementation of its strategy and policy initiatives are
delegated to the chief executive officer and senior executives.

The functions of any board include oversight of the company including its conduct and accountability
systems.

Board members are also involved in reviewing and approving overall financial goals for the company,
approving strategies and plans for the company to achieve these goals and approving financial goals and
annual budgets.

Members sitting on the board of a listed company also monitor implementation of strategy, business
performance and results and ensuring appropriate resources are available.

The board is also responsible for approving key management recommendations (such as major capital
expenditure, acquisitions, divestments, restructuring and funding).

In seeking to enhance shareholders value, directors also approve and monitor financial reporting and
reporting to shareholders on the Company’s direction and performance.

Our findings indicate that a number of directors chair and sit on several boards. Although this could raise
issues of influence peddling and insider dealings, the law is clear on the independence of directors.

For instance, most directors are non executive implying that they are not members of the company’s
management. Most companies require that their directors are free from any interest and any business or
other relationship which could, or could reasonably be perceived to, materially interfere with the Director’s
ability to act in the best interests of the company.

Directors are required to declare the nature of any interest they have in business to be dealt with by the
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The Chairman regularly communicates with the CEO to review key issues and performance trends.

Although details of power struggles within board rooms rarely filter out to the public, a number of directors
have been know to take flight after power struggles within the boardrooms.

It could be a case of one director resigning due to conflict of interest, opposition to merger of acquisition
deals or fall outs within the board.

Jeremiah Gitau Kiereini-Chairman EABL, CMC Limited
Kiereini is one of the most influential directors in Kenya today with the distinction of chairing the board of two
large listed companies

Appointed Chairman of the Board at East African Breweries Limited (EABL) in 1998, Jeremiah Kiereini is
one of the most influential company directors in Kenya today.

He has previously worked with the Kenya Civil Service, for over 30 years, where he held various senior
positions culminating in his appointment as Chief Secretary, Head of Civil Service and Secretary to the
Cabinet.

After retirement, he ventured into commercial life and is now a member of many boards, the main ones
being Unga Group Limited, CMC Holdings group of companies, CFC Bank Limited and Heritage/ All
Insurance Company.

Kiereini is also the Chairman of the CMC Holdings Board of Directors. Other Board members are Charles
Njonjo, A. Hamilton, Richard Kemoli, Peter Muthoka, A.K.M.Shah and K.Bhaloo.

At EABL, the board meets at least four times a year. The Directors are given appropriate and timely
information so that they can maintain full and effective control over strategic, financial, operational and
compliance issues at EABL

Except for direction and guidance on general policy, the Board has delegated authority for conduct of day-to-
day business to the Group Managing Director. Currently seven out of the twelve members of the Board are
non-executive.

East African Breweries Ltd is East Africa's leading branded alcohol beverage business and has an
outstanding collection of beer and spirits brands. With breweries, distilleries, support industries and a
distribution network across the region, the group's diversity is an important factor in delivering the highest
quality brands to East African consumers and long-term value to East African investors.

EABL has an annual turnover of Kshs 30 Billion and it has the largest share of the beer industry in the
region. The group employs more than 1000 people across East Africa. EABL has been awarded the
accolade of the "Most Respected Company in East Africa", five years in a row (2000, 2001, 2002, 2003 &
2004) in a survey conducted by Pricewaterhouse Coopers and the Nation Media Group.

Kiereini attended Makerere University (Uganda) and holds a Diploma in Administration from Oxford
University (U.K.)

He is also an independent non-executive director of several companies including Gambit Holdings Limited,
CFC Life Assurance Limited, C.F.C Financial Services

Limited, Heritage A.Ll. Insurance Company Limited, Heritage A.l.l. Insurance Company (Tanzania) Limited,,
Norfolk Towers Limited, Longonot Place Limited and Unga Group Limited

Naushad Merali-Chairman, Sameer Group of Companies

A renowned deal maker and astute businessman, Naushad Merali is described as a seer on his company
websites.

The Sameer group of Companies, for which Merali is executive chairman and CEO, has investments in
diverse sections in the economy, namely agriculture, automobile, banking, construction, energy,
engineering, IT, telecommunication, transport etc. The prominent companies in the fold are Celtel,
Dimension Data Kenya Ltd, Eveready East Africa, H. Young & Co (E.A) Limited, Kenya Data Networks
(KDN), Ryce East Africa, Ryce East Africa, Engineering Division, Sameer Industrial Park Limited, Sameer
Africa Ltd (Former Firestone), Sasini Tea & Coffee Limited and Swift Global Kenya Ltd

Perhaps, it is this vast business network and interests that has earned Merali a coveted seat at Celtel
International, one of the leading cellular phone companies in Africa. He is one of the only three East Africans
on the Celtel board.

Merali’s appointment to this board also springs from a decision by Celtel International to acquire a majority
stake in Kencell, a company in which he owned a 40 per cent stake.

Vivendi held 60 per cent shares that were bought by Celtel.

He is the chief architect of the astonishing success that is the Sameer Group. His dedication, vision and
unfailingly astute business sense have helped build the largest economic force in Kenya.

His contributions to the economy and the well-being of its people have earned him the highly prized National
Award of "Chief of the Order of the Burning Spear".

Merali is also considered one of the most shrewd boardroom poker players, having made a fortune through
the sale of a number of his companies in lucrative deals. The most notable one in recent times is the sale of
East African Cables, a leading electrical instruments manufacturer, through the stock exchange. Equally
enormous is the sale of the life-insurance portfolio of Alico Insurance Company to Heritage All Insurance
Company and the change of ownership of shares in the former mobile phone company Kencell
Communications Ltd, now Celtel Ltd.

Merali is also the founder and main shareholder in the Equatorial Commercial Bank among other private
companies in Kenya is one of the most influential with his connections spilling over from the boardroom to
political echelons
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(Non-Executive Chairman), East African Breweries Ltd, East African Packaging Industries Ltd and Lion of
Kenya Insurance Company Ltd.

Mwaniki, aged 67 years, holds a Bachelor of Arts (Hons) degree from the University of London.

He has previously been the General Manager for Shell and BP between June 1989 and December 1994.
Over this period Mwaniki's notable achievements included turning around the company from a loss position
in 1989 to profitability. He also led the oil industry negotiations with the Government on liberalization of the
oil industry, leading to actual decontrol in October 1994 and prepared Kenya Shell & BP Kenya (including
restructuring the organization) for effective marketing in the new (liberalized) business environment. Mwaniki
has represented the oil industry in various influential forums. These include the Federation of Kenya
Employers and the East Africa Association.

Titus Naikuni- Group Managing Director & Chief Executive-Kenya Airways

Naikuni was born in 1953. He graduated with a BSc. (Honours) degree in Mechanical Engineering from the
University of Nairobi in 1979 and is a graduate of the Harvard Business School's Programme for
Management Development (PMD71).

He has previously worked with Magadi Soda Company in 1979 as a trainee engineer and rose to the
positions of Managing Director of that company in 1995 and Managing Director of the Magadi Railway
Company (a subsidiary of Magadi Soda Company) in 1996.

Between August 1999 and March 2001 Mr. Naikuni was a member of a team of World Bank sponsored
Kenyan technocrats, known as the "Dream Team" who were engaged by former President Daniel Moi to turn
around the Kenyan economy.

In this capacity, Naikuni served as Permanent Secretary to the Ministry of Information, Transport and
Communications and was a member of the Board of Kenya Airways during that period.

He returned to Magadi Soda Company in April 2001 where he continued to serve as Managing Director a
position he held up to his present appointment with Kenya Airways in February 2003.

Naikuni has had extensive boardroom experience having served on various company boards including as a
member of the board of Brunner Mond (South Africa), as Chairman of Kenya Power & Lighting Company
and as Chairman of Housing Finance Company Limited. He received the Manager of the Year Award in
Kenya in 2002.

He is currently a board member of Maersk Kenya Ltd, CFC Bank Kenya Limited, Deputy Chairman of
Magadi Soda Company Ltd, a member of Unilever Africa Advisory Council, Chairman of Kenya Film
Commission and a Member of IATA Board of Governors.

Charles Njonjo

Non-Executive Chairman —CFC BANK

Charles Mugane Njonjo sits on the boards of CMC  holdings and chairs the CFC bank board, a company
set to be the fourth largest commercial bank in Kenya when it finally merges with South Africa’s Stanbic
Bank.

Njonjo is a barrister at law (U.K.) and an advocate of the High Court of Kenya. He has had a successful
career in public service having been independent Kenya’s First Attorney General and holding that office up
to 1980. He was as a Member of Parliament of Kikuyu Constituency and was subsequently appointed as
the Minister for Justice & Constitutional Affairs.

Mr. Njonjo is also the non-executive Chairman of CFC Financial Services Limited, CFC Life Assurance
Limited, Heritage A.Ll. Insurance Company Limited and Z. Boskovic Air Charters Limited respectively. He is
also a non-executive director of several companies including Gambit Holdings Limited, African Liaison &
Consultant Services Limited, The Heritage A.l.l. (Tanzania) Limited and CMC Holdings Limited.

CMC Motors Group Limited, the largest company within the group is a leading player in the East African
motor industry with exclusive distribution for Land Rover, Ford, Mazda, Volkswagen, Suzuki, Maruti, Nissan
Diesel range of trucks (medium and heavy commercial) and buses, Iveco, Bobcat, New Holland and Case
tractors and an extensive range of farming implements from ploughs through to irrigation equipment.

All these franchises are run as separate divisions within the company. CMC Engineering provides a range of
custom designed and built truck bodies, high speed trailers, agricultural trailers, water tanks, or any other
items specified by customers. Another division within the group is the Accident Repair workshop which is
equipped with the latest equipment in dent repair and re-spray booths.

Richard Kemoli-Chairman Bamburi Portland Cement

Richard Kemoli is Chairman of Lafarge Bamburi Cement Limited.

He has held directorships in several private and public sector institutions including Unga Group Ltd., Kenya
Open Golf Ltd., and is a director of CMC Holdings Limited, Kakuzi Limited, EABL and Johnson Wax (EA)
Limited, among others.

He has over 35 years of experience both locally and internationally.

Kemoli has had a long and successful career with Commonwealth Development Corporation where he
worked for 33 years before retiring. In recognition of the contributions he has made over the years, he was
made a Member of the Order of the British Empire (MBE) in 1995.

Andrew S. Ndegwa: - Non - Executive Director-EABL.

Andrew is one of the key players in the Ndegwa family, whose wealth and influence is attributed to his
family name of the late Ndegwa, former governor of the Central Bank of Kenya.

The maijor flagships of the Ndegwa family are First Chartered Securities and Lion Place. But commercial
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of Arts in Philosophy, Politics and Economics.

He is currently an executive director of First Chartered Securities Limited (FCS), a Kenyan investment
holding company. Prior to joining FCS in 1994, he worked in the banking industry for four years, firstly with
Citibank and then with the African Mercantile Banking Company.

He holds several directorships among which are NIC Bank Limited and Unga Group Limited.

LINUS GITAHI-Director, Equity Bank

Linus has an MBA, B.Com — Accounting degree and is the CEO Nation Media Group and former Managing
Director GlaxoSmithKline, West Africa. He is among those directors sitting on the board of two listed
companies. Gitahi sits on the board of the fastest growing microfinance bank in this region as well as being
the chief executive officer of one of the leading media conglomerates in sub-Sahara Africa.

Also in this league is Eddy Njoroge, Titus Mbathi and Peter Muthoka, all having cross directorship positions
in some of the most profitable companies listed on the stock market.

Recapitalisation a poser for underwriters

By Muroki Gititu
The insurance industry has taken in its stride, the new capitalization measures announced by Finance

Minister Amos Kimunya in his 2007/08 Budget.

The new minimum capital requirements rules for the three categories of insurance business, has been
raised.

For those in the long term, the bar has been raised from Ksh 50 million to Ksh 150 million, general business
from Ksh 100 million to Ksh 300 million and composite from Ksh 150 million to Ksh 450 million.

All insurance companies have been given three years to raise their paid-up capital levels accordingly.

Going by the companies’ 2006 financial statements, a majority will have to put in measures to boost their
shareholders funds and thus meet the new capitalization levels.

The Commissioner of Insurance Sammy Makove told The Financial Post in an interview that most insurance
firms will be able to meet the new minimum capitalization requirements.

“Raising the paid up capital is not such a tall order. We have given the companies three years. Those who
are not able will have to consolidate,” he says, pointing out that injecting shareholders earnings into the
initiative is one way to go about it.

He, however, mentions that the Treasury was encouraging voluntary mergers.

“These cannot be forced. They are like marriages,” he says, adding that consolidation will benefit the players
from economies of scale and the efficiencies there of.

General Business is the most popular. Out of the 43 licensed underwriters, 21 fall into this category, 15 are
composite (general and long term), and seven are long term.

For the 41 companies whose shareholder funds levels for the year 2006 we managed to get, quite a number
will have their boards looking for ways to raise cash to conform to the new regulations.

Out of the 21 General Business underwriters, 16 will need an infusion of funds as they fall below the Ksh
300 million minimum requirement levels. Those whose heads are already above the waters include APA
whose 2006 shareholders funds was the highest, standing at Ksh 1,669,915,000 , Phoenix East Africa at
Ksh 1,395 437, 000, Lion of Kenya at Ksh 949,192,000, General Accident Insurance at Ksh 569,255,000
and AIG Kenya at Ksh 401, 900,000.

In this category, the five firms with the lowest shareholding levels were Pacis, Kenya Orient, Tausi, Mayfair,
and Occidental standing at Ksh 105, 832,000, Ksh 132,694,706, Ksh 139, 824, 730,and Ksh 150 065, 657
respectively.

For the 13 composites, five firms will have to worry about recapitalization since they fall below the Ksh 450
set for them. They are Pioneer Assurance, Geminia, First Assurance, Mercantile and Britak at Ksh
54,480,890, Ksh 255,409, 869, Ksh 264,497,000, Ksh 267, 812,000, and Ksh 439,767,000 in that order.

Five of the highly capitalized composite firms are UAP, Heritage A.l.l, APA, ICEA and Jubilee at Ksh
4,534,781 Ksh 2,097,477,000 Ksh 1,669,915,000 Ksh 1,501,829,000 and Ksh 1,476,922,000 respectively.
For Long Term business, only one firm — Metropolitan Life — will be preoccupied with looking for more
capital. Its shareholders fund stood at Ksh 73,002,000(2006 financial results) way below the Ksh 150 million
minimum. Our efforts to get their position were unsuccessful.

The rest are comfortable with Trinity Life, The Monarch and OIld Mutual standing at Ksh 186,841,342, Ksh
604,281,398, Ksh 1,302,203,000 respectively with the highest capitalized being Apollo at Ksh 2,528,476,

000.

One firm underscores the very vital need for underwriters to raise their paid up capital and more vigilance in
the enforcement of the rules. According to the 2006 figures, its shareholders funds fall way below even the
former requisite threshold of Ksh 150 million for composite underwriters that it is. Now that the same has
been raised to Ksh 450 million, the company’s board has its work cut out for it.So what are the options for all
these underwriters faced with the recapitalization hurdle?

Are we going to see mergers of smaller players to combine their strength? Are some going to change their
categories? Are the composites going to split to let go one arm of the business?

The new capital requirements, it is emerging, are not that high for the majority of underwriters to raise and
thus the merger option could turn out to be the last resort, only for the few small players that might not fit the
bill.

According to Amaco’s General Manager Kennedy Abincha, raising the capital levels to the new limits is not
too steep a hurdle. It could, he says, be easier than merging because of the intricacies involved in the latter



However, he is of the opinion that the minister should have broken the three year grace period into gradual
time frames setting a ceiling for each year so that underwriters do not assume 2010 is very far and be
caught napping. It is only the small players who might have no other option but to merge that will do so,” he
adds.

And on the proposal now being considered to have composite firms drop one area and concentrate on either
short term, or long term business, Commissioner Makove says the ministry is encouraging this for
specialization and efficiency.

“It is the new world order. You choose to become either life or short time underwriter.”

He points out that the risks in either category are different. While short term players have even one year
policies, those in the long term business will include policies which mature in 20 years. “Such a company is
taking a 21-year risk”

Short term business, he adds, is quite tempting when there are cash flow problems. This can lead to
unethical practices but when you have long term business, you know shareholders are not looking for a
quick return”.

Abincha agrees that a split of companies is needed for specialization purposes.

Efforts to get Britak’s position on the capitalization move did not bear fruit as the Managing Director Mr Ben
Wairegi was said to be out of office as well as his executive director, Mr Wandera. The chief accountant told
us he was not authorized to give out such information.

At Mercantile Insurance, only the Managing Director is authorized to respond to queries on shareholding.
We were reliably informed that he is on leave.
According to the Association of Kenya Insurers (AKI) report for 2006, the industry wrote a gross premium

Ksh 41.68 billion compared to Ksh 36.42 billion in 2005- a growth the of 14.5 per cent with the General
business doing much better than its Life counterpart hitting Ksh 29.20 billion mark in gross written premium
compared to Ksh 25.39 billion for 2005.

Long term business did Ksh 12.48 billion, an improvement from the Ksh 11.03 billion in 2005. This amounts
a 70:30 ratio in favour of general insurance.

Most companies recorded underwriting losses in the year 2006 with 16 general companies making an
underwriting profit totalling Ksh 0.58 billion. Only four life insurance companies recorded an underwriting
profit with the rest recording a deficit amounting to Ksh 1.81 billion.

Thus the industry made an overall underwriting loss of Ksh 1.23 billion but earnings from investment
income came to its rescue resulting in a gross profit of Ksh 5.8 billion for the year — almost at par with the
profit recorded by Barclays Bank alone, let alone the Ksh 17 billion blue chip mobile telephone firm
Safaricom made.

Perhaps this is a good pointer to the more reason why consolidation is desirable with the Finance Minister
rooting for 12 underwriters. This will make the industry more competitive and lead to the development of
unique insurance products affordable to the public.

Achieving market penetration through value addition

By Mwangi Maingi
Kenya is currently the second world’s largest exporter of tea after India and Sri Lanka, contributing 8.8 per

cent of total global production.

Last year, it commanded a remarkable 19.8 per cent of all global tea exports, according to a statement by
the Tea Board of Kenya.

A high-powered tea delegation from Kenya will join more than 100 foreign and 300 Sri Lankan delegates at
the Colombo International Tea Convention in Sri Lanka.

The aim of the delegation will be for them to bring home valuable insights and lessons on the sustainability
of the world tea market, especially with respect to value addition.

Kenya accounts for only 10 per cent level of value-added form of tea in contrast to Sri Lanka’s 45 per cent.
Experts estimate that adding value can triple export earnings. There is need for Kenya to take action so as
to chart the future of the world tea industry, currently characterised by declining prices due to global
overproduction, high production costs and increased competition.

According to TBK Managing Director Sicily Kariuki, although Kenya ranks next to Sri Lanka in terms of
production of black tea, tea farmers find themselves hard pressed to derive the full benefit from their
produce for not adding value to it.

Other products that require value addition include cotton, meat and leather, vegetable produce and dairy
products.

Jane Kembo, African Institute for Capacity Development (AICAD Training and extension Director explains,
“Agricultural value addition involves processing farm goods to transform them into products of greater worth,
with a longer shelf-life, that can earn producers additional income,” she says.

An example is milk, which can be processed to make cheese and butter, among other products. The price of
cheese or butter is definately higher than that of raw milk.

AICAD is a joint initiative of Kenya, Uganda and Tanzania and is supported by the Japanese government
through the Japan International Cooperation Agency. lts main objective is to reduce poverty in Africa
through skills development, examples of which the value addition training programme, which got underway
in November last year.

Horticulture, also considered as one of Kenya'’s key foreign exchange earners, offers enormous potential for
value-addition. Using vegetables as an illustration, an official report shows how fresh exports are able to
extract a bulk price of $ 3 (Ksh 200) per kg from a raw material price of $0.90 (Ksh 6) per kg.

This contrasts with processed exports that command a minimum price of $3.30 (Ksh 221) per ka, a high
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of doing busmess is hlgh This is because in order to add value to thelr produce, they have to deal with
issues of high cost of power and transport.

Nyoro says lack of access to credit for starting value added initiatives is a further obstacle. Agricultural
subsidies in wealthy nations can also be problematic. African farmers may be able to add value to their
goods but they often cannot price these goods as cheaply as their counterparts in the developed world.

He cites formation of farmers’ cooperatives and setting up of processing plants as the way to go.

There are cases where producers who overcome power and transport constraints still have to undergo
punitive taxes.

The moment one adds value this is considered manufacturing and therefore attracts a different tax regime.
The government can also provide tax exempts to imports used in the value addition process, in order to
broaden and improve the competitiveness of local products on the international market.
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Kenya Re shares commence trading

By Jackson Okoth

Kenya Reinsurance Corporation Limited, the largest reinsurance company in the country has eventually
begun trading at the Nairobi Stock Exchange (NSE) after a successful initial public offer (IPO).

The sale of Kenya Re shares at the Nairobi Stock Exchange also comes at a time when the government’s
privatization program is moving with speed to raise funds needed to bridge its deficit in the 2007.08 financial
year.

The sale of Kenya Re shares through the NSE comes at a time when vested interest groups, including
politicians have been raising concerns over the privatization of public companies by the Treasury.

Finance Minister Amos Kimunya has already mentioned that the efforts are being made to operationalize the
Privatization Act to provide for a legal framework and structures to guide the whole process.

With an allocation of Ksh 1 billion, the treasury has already advertised for the position of Executive Director
of the yet to be constituted privatization commission.

“Meanwhile, we have continued to implement the ongoing privatizations under the existing laws as we
operationalize the law,” says Kimunya.

While the Treasury was supposed to have operationalize the privatization law, there are fears that if this was
to be done, then invested interest groups including politicians out to gain mileage would rush to court to stop
the Safaricom IPO, throwing the government’s privatization program into a spin. At stake is Ksh 35 billion to
be raised from the sale of shares in Safaricom, the most profitable firm in the East Africa region.

At a price of Ksh 9.50, the Kenya Re share is being closely watched by investors, especially speculators
waiting on the wings to make a killing in the event that its price appreciates.

The entry of Kenya Re at the bourse adds to the list the number of distinct companies that have been listed
at the exchange in recent months. It follows AccessKenya, also the only IT firm listed at the bourse.

The Kenya Re IPO attracted a large number of institutional investors including insurance companies as well
as fund managers.

Says Kenya Re MD Eunice Mbogo, “We are looking for new opportunities and expanding our business. We
are keen to be efficient and be the leading reinsurance provider in the region.”

The Kenya Re IPO was oversubscribed by an average of 363.5 per cent with the retail segment having the
highest oversubscription at 715 per cent followed by the qualified institutional investor segment at an
oversubscription 0f431 per cent.

The government sold 40 per cent of its stake in Kenya Re, offloading some 240 million shares at Ksh 9.50
per share.

With an asset base of Ksh 11.3 billion, gross premium income of Ksh 3.03 billion and pre-tax profit of Ksh
647 million, Kenya Re is considered a good buy especially for institutional investors who most hold a long
term view of the market. Dyer and Blair Investment Bank is the lead transaction advisor in consortium with
PKF and QED while KCB is the receiving bank and the registrar.

Now the focus shifts to Safaricom IPO expected to be the biggest event in the financial and capital markets
this year. So far, two IPO has been successfully concluded and it is the Safaricom public sale that is
attracting interest both locally and in the international markets.

The government now joins the list of private companies also rushing to raise funds from a booming stock
exchange.

With the introduction of electronic trading and a central depository and settlement system, trading at the
NSE is now fast with transactions taking only five days to be completed as opposed to the previous one
month.

The automatic trading system has allowed the trading process to be more efficient reducing the possibility of
price manipulation, increased transparency and accountability.

Available figures indicate that wealth created at the NSE has been on the upward rise, from negative 28 per
cent in 2001 to 41.4 per cent last year. The primary market now raises over Ksh 15.2 billion.

At the moment, turnover at the NSE has reached an annual figure of Ksh 95 billion, making the bourse one
of the most vibrant in the region.

KICC taps into conference tourism

By Haiji Kariuki
With a capital injection of Ksh 400 million four years ago, the government initiated revival of Kenyatta



KICC, which falls under the ministry of tourism docket, resumed operations in July 2005 as a semi
autonomous body.

“At that time, there existed no systems or procedures. It was therefore not possible to have a basis of
measurement nor standardization for us and customer delivery performance, says Kisia.

In its first year of operation, the Board of Directors, which had been in inaugurated earlier in the year, set
target to develop a documented quality management system (QMS) with policies and measures that clearly
define all activities carried at the centre.

“These targets were achieved through an all-inclusive process that was facilitated by an external consultant
with the result being a well-documented quality policy, quality manual and procedure manual” says Kisia.
However the first challenge was to bring back the customers and which had to be done through aggressive
marketing strategy. Ksh 40 million was put aside for this mission which included rebuilding and modifying the
infrastructure.

‘Thereafter, we embarked on documentation of reviews and continuous implementation. A consultant was
also approached to help in aligning the Centre to an ISO requirement, and by the end of this documentation
review in December 2006, we had trained 17 internal auditors,” says Kisia.

But he vividly knew beforehand, that he had to put a parallel strategic plan to speed up the reviving process.
And so he embarked into an all management strategic plan which saw the revamping of the centre back to
international limelight.

First, he had to develop the needed manpower by employing qualified, experienced and highly educated
personnel. Already several among them have been attending courses abroad including China, Ireland and
South Africa for exposure and gaining experience.

Secondly, was to develop the lost market share both locally and internationally. Remember the Centre had
dwindled to the bottom line in terms of conference investment. So the directors had to go out there and seek
the lost friends and customers.

Then came aggressive marketing campaigns at least to rebuild the dented image and redefining its market
and repositioning itself as a centre of excellence in conference tourism.

Then there was the money needed since the centre had to generate its own internal funds. This was
necessitated after the government put in an initial Ksh 400milliom revamping fund as capital investment.
Management information system was also essential for effective administrative information coordination and
monitoring system and also standardization to international status.

Stocking of machinery equipment was also important and this was done to speed up the operation
workforce.

Today, Kisia can bask in the glory of achievement. The KICC brand Image has changed immensely.
“People see KICC today as a place to be. They see it as their own property and are proud to be associated
with it. That is how far we have come,” says Kisia, a father of six. The center’s turnover and revenue base
has also expanded by over 300 per cent in addition to the improved infrastructure.

“In fact, the country which gives us great challenge for now in terms of conference tourism is South Africa
followed by Egypt, but that is only in terms of infrastructure, but when it comes to service delivery, they
regard as their role model,” asserts Kisia.

But the biggest achievement for the KICC Corporation has been attaining the prestigious ES0O;9001;2000
Certification. This followed the readmission of the Corporation to the International Congress and Convention
Association (ICCA) and International Association Congress Centre (AIPC), which led to its active
participation in International M.I.C.E trade exhibition and conferences in Spain, Switzerland, France,
Germany, Australia and Greece.

The certification is expected to bring enhanced benefits to the Corporation which include; Greater efficiency,
reliable control of major business processes and the regulation of successful working practices.

And how did it all came to happen? Kisia is an expert in the hospitality industry. Upon taking over, he
immediately set out to formulate a documented Quality Management System.

By January this year, the KICC had concluded the documentary review. SGS Kenya Limited was retained as
the ISO Certifying body. The certifying audits were done and consequently the KICC was recommended for
certification.

The finding of the report found that the KICC had no major non conformity and was subsequently
recommended by the institution for the ISO certification.

The report was also sent to SGS council in South Africa and later to Egypt as there is a similar facility there.
The KICC was found to be compliant and certified on the 28th of May 2007.

The certification enabled the centre to be featured on the map of internationally recognized conference
venues.

As a result, the number of International conferences have gone up to 12.4 per cent from 186 in 2005 to 209
in 2006.

Similarly , the number of delegate days increased by 6.9 per cent and 7.6 per cent respectively.

Local conferences went up by 36.5 per cent while the number of delegate days grew by 6.6 per cent from
648,484 in 2005 to 690,969 over the review period.

Last year, Kenya gained recognition internationally as a world conference venue, and hosted high profile
global conferences such as the African Summit on Local Government (Africities) and the United Nations
Framework Convention on Climate Change (UNFCCC).

Why the attraction with promotion campaigns?

By Mwangi Maingi
It landed on my desk one day - an innocuous-looking parcel addressed to me, with return address of a local
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This seems to be the latest fad for the retailing corporation in the country that dispensing promotional
products is a valuable marketing strategy, a move that pulls in customers like iron filings to a horseshoe
magnet and inspires customer loyalty.

For the inexperienced, loyalty programmes woo you, as a customer, to purchase the given product from
which one is required to participate in the product campaign by purchasing the products or services and gain
a number of points or a code that gives a chance to get to he draw at the end of the campaign.

This in turn gives the customers access to rewards, discounts or services based on their spending patterns.
How devoted does the client have to be to garner for payback out of loyalty points on the rewards
programme? The question remains whether there are veiled hints to the public on the authenticity of the
offers cost of acquiring these benefits.

Kenya leading mobile phone provider Safaricom has had several promotion campaigns including Nguruma
na Safaricom, Nguruma Tena, Bonga Promotion and the ongoing Ksh 100 million mega promotion dubbed
‘Kwachua Milioni na Safaricom.’

According to the company’s chief executive officer Michael Joseph, the company gets to such promotions as
a reward programme to all its prepaid customers. “Safaricom has the advantage of rewarding its prepaid
subscribers with thousands of cash prizes for their top ups using the Kwachua scratch cards,” he said during
the campaign launch.

Kwachua campaign carries with it to Safaricom prepaid subscribers several prizes ranging from Ksh 500 to
Ksh 5 million, and the grand prize of Ksh 10 million with one lucky winner will walk away with the biggest
prize of Ksh 10 million.

“With the booming economy, competition for business has never been so strong as it is today with ranges of
similar products competing for a given market. Likewise, companies have realised that incentivising and
rewarding customers has never been so important than now.

However, there is in return what the subscribers required to participate. One is required to buy a Kwachua
scratch card worth — Ksh (100, 250, 500 and 1,000), top up then scratch the Kwachua panel to reveal the
cash prize one stands to win.

But what exactly drives companies to undertake promotions or the reward schemes. According to a
marketing analyst, many companies engage in promotions to successfully boost sales, strengthen old
business relations and attract potential clients.

“It is about creating a long-term relationship between the company and its customers and making the
company’s brand’s popularity skyrocket,” the analyst says.

He continues, “If a large number of people come in contact with the company’s product(s), it is probable that
ones sales will increase as it make it easy for anyone to have the company’s contact details at hand and
thus become a client.”

On the same note, the handing out promotional prizes on different occasions is a great marketing strategy.
Whether the promotional items are given to company employees or potential clients, there is an increase in
company popularity.

Call them customer loyalty programmes, reward scheme programmes, promotion programmes or any other
name, the question remains why does a customer need to spend as much money as possible with particular
companies so as to win the prizes as the ‘lucky’ winner.’

According to the East Africa Breweries Limited Marketing Director Patricia Ithau, while consumers and even
distributors do positively embrace these reward schemes, few if any know the real value of participating in
one.

On the company’s past promotion campaign, Bambua Tafrija, Ithau says the campaign, which ran for 11
weeks features Tusker Lager, Pilsner Lager, Guinness and Richot Brandy offered consumers an exciting
opportunity to win over Ksh 90 million worth of prizes.

Ithau argues that customer acquisition costs are so high for some businesses that customer retention is now
far more important than it used to be. Companies therefore have no choice but to spend money on keeping
customers rather than on attracting new ones through promotions.

It is however to be noted that for the customer to get the prizes, it depends one’s purchase of a given
products or service. There is a Swedish proverb which says that ‘Luck never gives, but it only lends.’

Banks urged to lower charges

By Muroki Gititu
The cost of banking services has been fingered as the reasons making Kenya an expensive business

destination.

Finance Minister Amos Kimunya is urging commercial banks to lower their charges in order to make it
cheaper for the various sectors of the economy to transact business in the country.

“Manufacturers do not understand why it takes four days to clear a cheque while being held at ransom while
this is going on. Likewise, distributors have to stock more items than they would need if there was a faster
way of settling payment,” he says.

Further, the cost of credit is still being considered too high by the various players in the economy.

While addressing bank executives recently, Kimunya urged commercial banks to operate of partners to
achieve the vision 2030 objectives and goals.

Commercial banks were challenged to their cost, retain their profitability and at the same time pass on these
savings to the rest of the economy.

During the meeting, Kimunya also revealed that Kenya has been identified as the heart of Africa with Nairobi
as the natural hub for business.

“The World Bank is bringing their Africa offices to Nairobi, an indication that that the Bretton Woods



The 2030 economic plan already envisages that in the future, the over 60 million Kenyans will be operating a
bank account.

The Finance Minister is also urging banks to consider mergers and acquisitions as a way of consolidating
their strengths.

Already, those already taking the merger option are CFC and Stanbic as well as Housing Finance Company
Limited (HFCK) and Equity bank.

The banking sector is expected to go into merger frenzy as the three year countdown upon which banks are
required to attain the new capitalization levels of a statutory Ksh 1 billion, begins.

The minister is challenging players in the banking industry to take advantage of wider Financial Sector
reforms which has now given them more room to make decisions that affect them.

“The Government’s role really is to protect the public good in terms of decisions but leaving bankers as the
actual players and investors to do what they need to do,” says Kimunya.

Noting that the financial industry is evolving rapidly, with the internet reshaping it, Kimunya is also urging the
banks on the need to confront the attendant risks.

With a booming economy and a liberalized environment, the advancement of technology has boosted the
level and volume of trade.

However, there exists a poor perception of banks. A case in point is the difficulty with which the relevant
ministries have been having difficulty disbursing monies such as the Youth and Women Development
Funds.

Despite the huge interest generated by the launch of these funds, most would be beneficiaries are taking off
upon realizing that the funds were to be disbursed through the banks.

Commercial banks are being encouraged to create synergies by working together to create common
platforms that can be used across the board by all the sector players.

Already, the Government is in the process of laying fibre-optic cables across the country to improve
connectivity, especially in the rural areas. However, the impact of this infrastructure roll out will be minimal
without the collaboration and participation of such players as commercial banks.

The technology is there and it is upon the banks to utilize it and making banking services cheaper and
accessible to the widest majority of Kenyans.

Finance Permanent Secretary Joseph Kinyua mentions the key planks of Vision 2030 as hinged on
economic, social and political pillars.

For instance, the economic pillar sets out to achieve a 10 per cent economic growth rate over the next five
years. Tourism, agriculture and trade are the engines upon which this growth is pegged, with exploitation of
the full potential of these sub-sectors and value addition to products and services.

The social pillar looks at ensuring equitable social development in a clean and secure environment with
relevant mechanisms put in place to see to this.

The political pillar envisages a political system that focuses on issue-based, people-centered debate and
policies with the interest of Kenyans at their

heart. A system accountable to the people in terms of resources entrusted to the political leadership in
managing them.

Information and Communications Permanent Secretary Bitange Ndemo cites four key areas for development
needed to deliver the Vision 2030. These include provision of basic infrastructure and telecommunications,
developing a talent pool that is a key programme in making available affordable training. The other two are
enhancing the local supplier base in ICT. The PS points out the ongoing laying of the undersea cable and
the national fibre optic back bone as triggers towards the setting up of Business Processing Parks in the
country and improvement in the transport system, both road and airport expansion.

The fourth vital area energy. Already, an energy board is in place to look into ways of exploring and
exploiting all available sources of energy in the country.

Principles of Islamic banking

By Haji Kariuki

continued from last week

The expansive Muslim market has established a strict code for all business transactions under the Shariah
Code and which cannot be compromised.

This means when doing business, proper caution should be taken against any prohibition which might hence
disqualify one from the Islamic perspective.

According to the Islamic law on trading, Islam prohibits trading in chance (gambling), and trading in risk
(bayu al-gharar)

Gharar means anything whose nature and consequences are hidden, and whereby the risk of loss is high.
This is a situation whereby the buyer does not know what he bought , or the seller what he sold, thus
exposing one to high risk of loss and making the trade similar to gambling..

Few examples include buying an unborn calf in its mother's womb, selling birds in the sky or fish in the
water.

Equity Funds

Great interest in the Islamic financial system has made investment in Islamic equity funds to be the leading
financial business transaction

Currently, there are approximately 100 Islamic equity funds worldwide with total assets exceeding $5 billion
and growing by 12-15 per cent per year. This has prompted the western world to embrace the funds
concept but which majority of the Muslim community knows little about.
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ljara is an Arabic word which means to lease or rent something for profit. This is a situation when the bank
lends out an item e.g. farming equipments. , factory machines, construction equipment motor vehicles etc,
for commercial purposes to the customer, for a fixed price and period. He is supposed to do business with
the item and generate income which he repays to the bank at an agreed cost.

The advantage of this business transaction is that the arrangements are flexible because the terms and
rental provision may be tailored to suit the needs of the customer.

Also, the bank provides a 100 per cent financing which enables the customer to have the use of the
equipment on payment of the first down payment.

And since the business is based on leasing or renting, it gives opportunity to those who wish to do it but are
unable to buy the item due to financial constrains.

Bai’ al-Salam

Bai Salam means a contract in which advance payment is made for goods to be delivered later on. The
seller undertakes to supply some specific goods to the buyer at a future date in exchange of an advance
price fully paid at the time of the contract. It is necessary that the quality of the commodity intended to be
purchased is fully specified to avoid disputes. The items in this business should be goods and not gold,
silver, or currencies. In this case, Bai Salam covers almost everything, which is capable of being described
as quantity, quality and workmanship.

Basic features and conditions of Salam

First of all, it is necessary for the validity of Salam that the buyer pays the full amount to the seller at the time
of affecting the sale. This is necessary because in the absence of full payment by the buyer, it will be
tantamount to sale of debt against a debt, which is prohibited, since the basic wisdom behind the
permissibility of Salam is to fulfill the instant needs of the seller.

If the price is not paid to him in full, the basic purpose of the transaction will be void.

Salam can be affected in those commodities whose quality and quantity can be specifically determined. The
things, whose quality and quantity is not specified, cannot be sold through the contract.

For example, precious stones cannot be sold on its basis because every piece of precious stone is normally
different from the other either in its quality or in its size or weight and their exact specification is not generally
possible.

Also, Salam cannot be affected on a particular commodity or on a product of a particular field or farm. For
example, if the seller undertakes to supply wheat of a particular field, or the fruit of a particular tree, the
Salam will not be valid, because there is a possibility that the crop of that particular field or the fruit of that
tree is destroyed before delivery. And given such possibility, the delivery remains uncertain. The same rule
applies to every commodity that the supply of which is not certain.

Again, it is necessary that the quality of the commodity (intended to be purchased through Salam) is fully
specified leaving no doubts of a dispute. All the possible details in this respect must be expressly mentioned.
It is also necessary that the quantity of the commodity is agreed upon in unequivocal terms. If the
commodity is quantified in weights according to the usage of its traders, its weight must be determined, and
if it is quantified through measures, its exact measure should be known. What is normally weighed cannot
be quantified in measures and vice versa. The exact date and place of delivery must also be specified in the
contract.

In addition, Salam cannot be affected in respect of things which must be delivered on the spot. For example,
if gold is purchased in exchange of silver, it is necessary, according to shariah, that the delivery of both be
simultaneous. Here, Salam cannot work. Similarly, if wheat is bartered for barley, the simultaneous delivery
of both is necessary for the validity of sale. Therefore the contract of Salam in this case is also not allowed.

Hibah (Gift)
This is a token given voluntarily by a bank to its customer when he repays a loan, since Islamic banks do not
pay their customers interest on saving accounts balance.

Bai’ al-Inah (Sale and Buy Back Agreement)

Here, the bank sells an asset to its customer on a deferred-payment basis, and then the asset is
immediately re-purchased by the bank for cash at a discount. The buying back agreement allows the bank to
assume ownership over the asset in order to protect against default without explicitly charging interest in the
event of late payments or insolvency.

Bai Bithaman Ajil (Deferred Payment Sale)

This concept refers to the sale of goods on a differed payment basis at a price which include a profit margin
agreed to, by both parties. This is similar to Murabaha,except that the debtor makes only a single installment
on the maturity date of a loan.

Bai’ Muajjal

Literally Bai Maajjal means a credit sale. Technically, it is a financing technique adopted by Islamic banks
that takes the form of Murabaha Muajjal. It is a contract in which the bank earns a profit margin on the
purchase price and allows the buyer to pay the price of the commodity at a future date in a lump sum or in
installments. It has to expressly mention the cost of the commodity and where the margin of profit is
mutually agreed. The price fixed for the commodity in such a transaction can be the same as the spot price
or higher or lower.



Demand tor milk on the inCrease

By Mwangi Maingi

Due to aggressive marketing by New Kenya Co-operative Creameries (KCC), there is a deficit in supply of
milk and related products to the tune of 200,000 litres of milk a day, needed to satisfy local and international
demand.

According to the company’s chairman Matu Wamae, New KCC receives about 300,000 litres a day from
farmers compared to the daily requirement of over 500,000 litres.

The milk processor has in the recent past secured major international markets including the lucrative Middle
East market, estimated to be worth billions. New KCC is presently servicing an order of over 2.2 million litres
of milk from the Republic of Yemen. The company is also exploring the West and North African countries
among others.

Managing Director Francis Mwangi told The Financial Post that the company is encouraging farmers to
deliver all their milk. “We have secured ready markets and all we need is plenty of milk,” says Mwangi.
Mwangi adds that the company is now buying milk from farmers at Ksh 20 per litre from Ksh 17 per litre in a
bid to encourage dairy farmers to step up production and also discourage consumption of unprocessed milk.
Edwin Okila, African Breeder Service Programme Coordinator, estimates that the country loses 95 million
litres of milk or Ksh 1.005 billion annually, due to poor handling and hygiene.

Okila says that the volume of processed milk in the country stands at one million litres a day while the
country has the capacity to process over 3.9 billion litres a day. In a bid to resolve this, New KCC has
intensified farmers support programmes involving provision of field extension services as well as credit
facilities through a number of financial institutions which accept milk deliveries as collateral. The objective is
to ensure increased production of quality raw milk and products for sale in the local and international
markets.

Mwangi, however, cites poor roads as a challenge to the sector. “Farmers in remote areas have not been
able to transport the commodity to processors due to poor infrastructure. This calls for partners in the sector,
including the local communities to work towards resolving the problem.”

Kenya has earned Ksh 5.2 billion over the last five months from export of milk and milk products, with the
dairy sector becoming one of the leading forex earners for the country, says Agriculture Minister Kipruto
arap Kirwa.







