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TTIE TilICROFINANCE (AMENDMENT) ACT, 2OI3

No. olA)13

Atr Act ol Perli:runent to rmcnd the Microlbencc
Act Zl(5, end for conncctcd purpoca

ENACTED by thc Parliamcnt of Kcnya, as foltows_
l. This Act may be citcd as thc Microfinancc

(Amcndment) Act, 2013.
Sllon dlb

2. Scction 2
amcnded-

of thc Microfinencc Act, 2006 is
dM

(a) in thc dcfinition of thc word ,.rgcncy", 
by dclcting

paragraph (b) and substituting thcrefor thc
following new paragraph -

"(b) an cntity contractcd by an institution
and approved by the Ccntral Banl, or suL
contractcd by such cntity to providc scrviccs of
the institution on bchalf of thc institution, in
such manncr as m.y bc prescribcd by thc
Central Bank";

(b) by delcting-
(i) thc definition of thc tcrm .,inrriturion" 

and
substituting therefor thc folloring ncw
dcfinition-

"institution" mcans a microfinance bank
liccnscd undcr this Act;

(ii) thc definition of the tcrm ..deposit-taking

microfinancc busincss" end substituting
thcrefor the following ncw definition_

"dcposit-taking microfi nancc business"
meens microfinancc bank busincss;

(iii) rhe dcfinition of thc term .dcposit-trking
microfi nancc institution., and slhtituting
thcrefor the following new dcfinition_
"deposit-teking microfinencc

institution" mcans a microfinancc bank-;
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M ictoltoncc ( At undm. n, )

(iv) thc dcfinition of the tcrm "microfinancc
busincss", and subctituting thcrefor thc
following ncw dcfi nition-

"microfinancc busincss" mcans
"microfi nancc bank busincss";

(v) thc dcfinition of the tcrm "non-dcposit-
. nling microfinrnce busincss", and

ruhituting thcrefor the followi4g new
dcfinition-

'nondeposit-taking microfinance
burincca" mcrns "non-microfinancc bank
burincrs".

(c) by inrcrting thc following ncw dcfinitions in
ttcir propcr dphebcticel scqucncc-

"currcnt account" mclns an account
rnrintrincd by e microfinrncc bank for and
in thc nemc of, or in r nrmc designrtcd by,
r cutotncr of ttc microfinrnce brnk into
which moncy ir prid by or for thc bencfit
of ruch curttxncr md on which chcqucs
rnd otlrcr billr of erchrngc mry bc drawn
by, end trrncfcrr and other brnking
tnnnction! mrdc on thc instructions of,
thc customcr;

"microfinrncc brnk" mcrns r company
which ir licrnrcd to carry on microfinance
benk burincrs, and includcs all branchcs,
mrrkcting unitr, outlctg, offices and any
other plrcc of busincss that may bc
liccnrcd by thc Ccntral Bank of Kenya;

"microfi nancc bank busincss" means-

(e) thc rcccpting from mcmbcrs of
thc public of moncy on dcposit
rcpayablc on dcmand or at the
cxpiry of a fixcd pcriod or after
notice;
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(b) 'thc acrcping from mcmbcn of
thc public of moncy oa cunqtt
socount rd paynrcnt on rnd
acccptencc of choqucs;

'No,

(c) thc employing of nronoy hcld on
dcposit or on cuneal aocoust, <r
any pm of thc moncy, by
lcnding, inycltrEnt or in rny
othcr menner fc thc rccount

'and et thc rirk d the Fnlon so
cmploying thc rnoocy including
thc provision d chort-tcrin
lorns to $nall or micro
cntcrpriscs ot low incomc
houscholds end chrnctcrizcd by
the urc of colletcrd suMtutes;
and

(d) such othcr busincrr rctivity rs
thc Ccntrrl Brnk mey prescribe;

"non-microlinrncc blnk busincss"
mcrns microfinrncc busincss, othcr thu
microfinrncc bank business as dcfincd
undcr this Act;

"significantly undcrcapitalizcd" in
relation to an inctitution, mcans. that thc
institution holds lcss than fifty perccnt of
thc capital requircmcnts prcscribcd in
scction ll;

"undcrcapitalizcd institution" mclns an
institution that docs not fully comply with
thc clpital rcquirements prcscribed in
scction I l.

3, Section 14 of thc Microfinancc Act, 2006 bc
amended in subscction (l) by dcleting paragraphs (a), (b)
and (c).

Ard-rd
da l4dt\b l,du
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E- 29.Jt{o It
dffi

I Scction 29 of thc Microfinrncr Acr, 2006 is
rmcndcd by inrcrting ncw rubscctions immcdirtcly aftcr
sublcction (5) rs follows-

'(7) Thc Crntrd Brnk mty rcquirc rn cxtemel
ruditor to.undcrtrkc the following dutics in addition
to thosc providcd undcr subscction (2)-

(r) to submit such edditionrl infonnetion in
rcletion to his audit as thc Ccntrel Buk
may considcr neccssrry ;

(b) to c$ry out lny othcr spocial
i nvcstigrtion; rnd

(c) to submit r rcport on eny of thc mattcrs
rcfcrrcd to in paragraphs (a) and (b)
abovc,

and the institution conccrncd shrll rcmuncrate the
ruditor in rcspcct of thc dischargc by him of all or
any of such edditiond dutics.

(8) If thc cxtcrnal auditor of an institution, in
thc coursc of thc pcrformancc of his duties undcr
this Act, is satisficd that-

(a) therc has bcen a serious breach of or non-
compliancc with thc provisions of this
Act, the Central Brnk of Kenya Act or thc
rcgulations, guidclincs or other mattcrs
prescribcd by the Ccntral Bank;

(b) a crimind offencc involving fraud or other
dishonesty has bccn committcd by thc
institution or any of its officcrs or
cmployces;

(c) losscs havc bccn incurrcd which rcducc the
corc capital of thc institution by fifty pcr
cent or more;
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(d) serious irrcgularitics have occurrcd which
may jeopardizc thc sccurity of dcpositors
or crcditors of the institution; or

(e) hc is unablc to confi rm that the claims of
dcpositors and crcditors of thc institution
arc capable of being met out of thc asscts

of the institution,

he shall immediatcly report the mancr to thc Central
Bank.

(9) Thc Ccntral Bank mey arrangc trilatcral'
meetings with an rnstitution and its auditor from
time to timc. to discuss matters rclcvant to thc

Central Bank's supcrvisory rcsponsibilitics which
have arisen in the course of the statutory audit of thc
institution including rclevant aspecr of the
institution's busincss, its accounting and control
system and its annual accounts.

No.

( l0) lf an cxtcrnal auditor of an institution fails
to comply with thc requircments of this Act, the

Ccntral Bank may removc him from officc and

appoint another person in his place".

5. Section 34 of thc Microfinance Act, 2006 is

amended-

(a) deleting subsection (3A) and replrcing with the
followirg-

"(3A) Thc Dcposit Protcction Fund
Board, institutions liccnscd undcr this Act
and institutions licenscd under thc Banktng
Act shall, in thc ordinary coursc of busincss
and in such manncr and to such cxtcnt as thc
Cabinet Secrctary may, in rcgulations,
prcscribc, cxchange such informetion on
pcrforming end non pcrforming loans as

may, from timc to time, bc spccifted by thc
Ccntral Benk in rcgulation".

2(E
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(b) by inserting new subsections immediately after
subscction (5) as follows-

"(6) Notwithstanding thc provisions of
this scction, the Contral Bank may disclosc
any information rcferred to in subsection (3)
to thc Deposit Protection Fund Board, any
monctary authority or financial regulatory
authority, fiscal or tax agency, fraud
investigations agcncy within or outside
Kenya, whcre such information is
reasonably required for thc proper discharge
of thc functions of thc Central Bank or the
rcquesting Deposit Protection Fund Board,
monctary authority or financial regulatory
authority, fiscal or tax agcncy, fraud
investigations agency:

Provided that the sharing of
information with institutions outside Kenya
shall only apply whcrc.there is a reciproca.l
arangernent.

2013

(7) No duty, to which thc Ccntral
Bank, the Deposit Protcction Fund Board, a
credit rcferencc bureau, an institution
liccnsed under this Act or the Banking Act
or thcir rcspcctive officcrs may be subject,
shall bc brcached by reason of the
disclosurc, in good faith, of any information
under subsection (3A), to or by, as thc case
bc-

(a) thc Central Bank;
(b) thc Dcposit Protection Fund Board;
(c) an institution licensed undcr this

Act or the Banking Act;
(d) a credit reference bureau

established under subsecti6n (5);
(e) any pcrson carrying out an

inspcction under section 35; or

l
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(f) rny person, ruthority, rlcncy <x
cntity rcfcrrcd to in subscction (6)
or rny othcr pcnon or euthority
which mry bc euthorized undcr
any writtcn hw or othcrrir to
shrrc i nformation,

in thc coursc of thc performancc of their
duties and no action shdl lic egainst thc
Centrd Benk, thc Dcposit Protcction Fund
Board, e crcdit this Act or rcfcrcnce burceu.
rn institution liccnscd undcr this Act or thc
Banking Act or my of its officcn on
account of such disclosure."

6. The Microfinancc Act" 2006 is amcndcd by
inscrting a new section immcdiatcly aftcr scction 36 as
follows-

Power up(lr rdrl or
utpctro npon

35A. Wherc an extemal auditor's
report, undcr scction 29(8) or an inspoction
report undcr this Part reveals that an
institution conducts its busincss in a manncr
contrary to thc provisions of this Act,
regulations or guidcliacs issucd thcrcundcr
or in any manncr dctrimcntal to or not in thc
bcst intcrests of its depositors or mcmbers
of the public, or that an institution is
undercapitalizcd, thc Crntral Bank shall
take any of thc following actions-

(a) rcstrict, suspcnd or prohitit the
paymcnt of dividends by thc
institution;

(b) prohibit thc convcrsion of any
profits of thc institution into
capital;

(c) dircct thc suspcnsion or rcmoval of
any officer involved in such
conduct from thc scrvicc of 'thc

institution;

No.

h-d- d rr
trLAI'b.19
dfr.
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(d) reguire the institution to
reconstitute its board of directors;

(e) withhold branch or other corporate
approval with respect to such
institution;

(f) undertakc more frequent inspection
of that institution;

(g) ordcr thc institution to submit to the
Ccntral Bank, within forty-five
days, a capital restoration plan to
restore the institution to capital
adequacy as prescribed in section
I I or in the case of issues unrelated
to capital such as violations of law,
a plan to resolve all deficiencies to
the satisfaction of the Central
Bank;

(h) prohibit the institution from
awarding any bonuses, or
increments in salary, emoluments
and olher benefits of all directors
and officers of the institution;

(i) at the expense of an institution,
appoint a person suitably qualified
and competent in the opinion of the
Central Bank to advise and assist
the institution in designing and
implementing the capital
restoration plan or other correctivc
action plan and the person
appointed shall regularly rep()rt to
the Central Bank on the progress of
the plan;

() imposc restrictions on growth of
assels or liabilitics of the institution
as it dcems fit:

mt3
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(k) rcstrict thc rrtc of intercst on
savings and timc deposits payrblc
by thc institution to such ritcs ls
thc Ccntral Bank shall dctcrminc;
or

(l) ordcr thc institution to do any or
takc such othcr rctions as thc
Ccntral Bank may decm nccessrry
to rectify r capital dcficiency or
othcr weakncsscs.

No.

37 of thc Microfinance Act, 2006 is Erloo l7 oa tJo t9
of 2qb

(a) in subscction -(l), by inscrting ncw paragnphs
immediately aftcr paragraph (d)is follows_-

"(e) if thc institution
undercapitalizcd; or

ts significantly

(0 if an insrilurion fails to submir a capital
restoration plan or a plan to resolvi all
deficrencies as directed under scction 368
or lo add more capital and the institution
lirils, refuscs or ncglects to comply with the
order or to inrplcment a plan ofcorrection'..

(b) in 
.subsection (3), by delering paragraph (c) and

substituting thercfor lhe following pu-grrp't _
"(c) rernove any officer or cmployce of an

institution who, rn the opinron of the
Central Bank, has caused or
contrrbuted to any contravention of any
provision of this Act or any rcgulationi
or guidelines made thercunder, or to
any delerioration in thc financral
srability of rhe institution, or has bcen
guilty of conduct detrimental 1o rhe
tnterests of depositors or o(her
creditors of the I nstitutiotr'.:

(c) rn subsection (a), Uy inserting a new paragraph
after paragraph (c) as follows-
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"(d) cnter into an agreement with the board

of directors of an institution requiring the

instttution to rectify rts deficiencies within
three months:

Provided that in the case of recklcss

or fraudulent conduct, the Central Bank

shall havc discretion to enter into an

agreemcnt based on its judgment as to the

efficacY of such an aPProach"'

E. Sectton 45 of the Microfinance Act, 20O6 is

amended by deleting subscctlon (2) and substituting

thercfor the following new subsection-

"(2) Wherc a company regtstered under the

Compantes Act as a microfinance bank l'irrls ttt

ucqrite u ltcence ttl operatc undcr this Act within a

p.iiod of one year f'rom thc dalc ol sttclt

iegistration, thc company shall lorthwrth ccasc thc

usi of the words "mtcntftnancc bank" ln lls nalllc "

9. The Acts specrfied rn thc Schcdrrlc arc :ttltctttlcrl ttl

the manncr spccified in that Schetlrrlc.

sclIEt)ul,E

coNSEQUIINTIA L AMtlNl)M FIN'l'S'l'( ) ( )'l'll l')R
AC'l's

l. 'I he Banking Act rs amcndcd-

(a) in sectton 3, by dclcting paragraph (:r) ol llrc
proviso to subsectiott ( l) antl subsllttrtlllg

iherefor the following new pitragraplt-

"(a) the pK)vlsions ol'paragr:rphs (b):rrxl (c)

of this subsection shall not apply trr

investment banks licensed untlcr scctiott I I

(3) of the CaPital Markcts Acl and

mtcrofinance banks ltcensed tttrdcr scclton

6( l) of the Microfinance Act, 2(XXr; and"l

(b) in section 54, by inserting the lirllowlng trcw

paragraph rmmediately after paragraph (c) tn

subsection ( l)-
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"(d) r microfinrncc brnk liccnscd undcr thc
Microfi nancc Act, Z)(b."

2" Thc Ccntrd Benk of Kcnya Act is rmendcd -
(a) in subscction -

(i) dclcting thc dcfinition of "authorizcd dcalcr"
and substituting thcrcfor thc following ncw
definition-

"authorizcd dcalcr,' means an
authorizcd bank, authorized burcau,
authorized mortgaged finance company, an
huthoriscd moncy remittancc provider or an
authorizcd microfinancc bank liccnscd by the
Bank undcr scction 33 B;

(ii) delcting thc definition of 'Torcign exchangc
business" and substituting thcrefor the
following ncw dcfi nition-

"forcign exchangc business"-

(a) in rclation to a spccified bank,
mcans-
(i) buying, selhng, borrowing or

lcnding foreign currency or any
othcr business involving
transactions in foreign
curTcncy;

(ii) scnlirg paymcnts to or from
Kcnya or in Kcnya bctwcen
rcsidents and non-rcsidcnts:

(b) in relation to a foreign cxchange
bureau, means thc busincss of-
(i) buying or sclling forcign

currcncy; or

(ii) senling paymcnts to or from
Kcnya as prescribcd by the
Bank;

(c) in relation to an authorised money
rcmittance provider, means the
busincss of forcign cxchange
transfers consisting of thc

No.

A.d-.dOp.
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acceptancc of monies for thc
purpose of tnnsmitting them to
pcrcons rcsident in Kcnya or anothcr
country as prcscribcd by thc Bank;

(d) in rclation to a microfinancc bank,
thc business of-
(i) buying, sclling, borrowing or

lending foreign currcncy or any
othcr business involving
tmnsactions in forcign
curcncy;

(ii) scttling prymcnts to or from
Kcnya or in Kenya bctwccn
rcsidcnts and non-rcsidents;

(c) in rclation to a specified mortgagc
finance compa.ny, thc busincss of_
(i) buying, sclling, borrowing or

lcnding forcign currcncy or any
other business involving
transactions in forcign
curency;

(ii) scnling paymcnts to or from
Kenya or in Kenya bctwecn
residcnts and non-residents;

(f) in rclation to any othcr person or
body of pcrsons granted a permit by
thc Bank undcr scction 63(3), means
cngagement in such limited foreign
exchange trarsactions as thc Bank
may pcrmit;

(iii) dcleting thc dcfinition of "paymcnt" and
substituting thcrcfor thc following ncw
dcfinition -

"paymcnt" mcans thc tranffcr of
gurrency for thc purposc of discharging a
liebility, making a gift or donetion or for
creating a balancc at a bank, financial
institution or a microfinancc bank which can
bc drawn upon;
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(iv) inscrting the following ncw dcfinitiou in

thcir propcr dphrbcticel rcqucncc-
*authorizcd microfinrm brnk" mcrnr

a microfinrncc brnk liccnrd by {tc Brnt
under scction 33B;

'microfinrnce br*" mcuut ln
institution liccnscd undcr the Microfinrncc
Act,2@6;

'rpocificd micrdinrmc benl" mcrnr r
liccnscd microfinere bul within thc
mcening of thc Micrcfiutrcc Act, 2ltr
which is specified .by t[e Benk for thc
purposcs of this Act;

(b) in scction 33H, by inscrting the words ..or en
euthorizcd microfinancc brnk" immcdiatcly
aftcr thc words "euthorizcd benk" in subscction
(l);

(c) in scction 34, by dclcting subscction (3) and
substiruting thercfor the following ncw
subscction-

"(3) For thc purposcs of this scction,
"institution" includcs-

(a) a spccificd bank;

(b) a spccificd financial institution;
(c) a spccificd microfinance bank;

(d) any othcr pcrson or body of pcrsons
which thc Ministcr may, on thc
recommcndation of thc Brnk, end by
notice in thc Gazetrc, prcscribc";

(d) by deleting section 36 and substituting therefor
thc following new scction-

No.

36. (l) Thc Bank mey grant loans or
advances for fixcd pcriods not excccding six
months to spccificd banks and spoclRcd
microfinancc banks which plcdgc treasury bills
or othcr Govcrnmcnt sccuritics spccificd Ly thc
Bank.

La,
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(2) Except as Providcd in this scction,

thc Brnk shrll not cxtcnd crcdlt directly or

inaircctty to sPccificd banks or specificd

microfinancc banks.

(3) Thc Bank maY dctcrminc- -thc
senerrl'tirms and conditions undcr which it
ixicnds crcdit to specificd banks md spccific!
microfinancc banki, and in particular, thc Bank

shall detcrminc end announcc the rates of
intcrcst or rcturn it shrll chargc for grrnting

loans or advances to spccificd banks and

soccificd microfinencc brnks in accordencc-

Jitn fft scction, and may dctcrminc diffcrcnt
ratcs of intcrcst or return for diffcrcnt classcs of
trangctions or maturitics.

(4) Thc Bank shall publish thc lowcst

retc of intcrcst it chrrgcs on ioans to banks and

microfinancc banks, and that retc shall bc

known as the ccnral benk retc.

(c) in scction 43, by dclcting sub-scction (l) and

sdbstituting thcrcfor thc following new

subscction -
"(l) Evcry specificd bank, spccified

fi nancial instituti-on and spccified microfi nancc

bank shall furnish to the Brnk, at such timc and

in such manncr as the Bank may prcscribc' any

infotm"tion and date the Bank may rcasonrbly

rcquirc for thc propcr dischargc of its functions

undcr this Act";

(O in scction 47, bv dclcting paragraph (c) of
subscction (l) aird substituting thcrcfor thc

following new ParagraPh -
"(c) acccPt moncy as deposit 

. 
from

commircial Uinrc ana microfinancc brnks on

such tcrms as may bc spccificd by thc Bmk";

fs'r in rhc hcading to Part VII, by inscrting thc
-' *orJt "and lviicrofinrncc Banks" immcdirtcly

aftcr the words "Spccificd Banks"'

3. The National Paymcnt Systcms Act, 201 I is

ml3
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amendcd-

(a) in scction 2-
(i) by dclcting the dcfinition of thc tcrm "busincss

dty" and substrtuting thcrefor the following
ncw dcfinition -

No.

"busincss day" mcans any day, othcr
than a Sunday, a pubfic holiday dcclarcd in
accordencc with the hrblic Holidrys Act, a
day declared to bc a bank holiday undcr thc
Banking Act, or a day dcclered to bc a bank
holiday under thc Microfinancc Act, 2006,
on which the institutions and thc Ccnral
Bank arc opcn to the public for crrrying on
busincss functions;

(ii) in thc dcfinition of the tcrm "institution", by
dclcting thc words "dcposit-taking
microfinance busincss" and substituting
thercfor thc words "microfinance bank
busincss";

(b) in scction 20, by dcleting thc opcrational part in
subscction (2) and substituting thcrcfor thc
following-

"ln addition to any information that ig
rcquircd to bc providcd to ihe Ccntral Bank
undcr thc Banking Act relating to banks or
undcr the Microfinance Act, 2006 rclating to
microfinancc banks, the managcment of
cvcry designatcdlaymcnt systcrh, and cvcry
participant in the system, shall providc the
Crntral Bank with such rcports, rctums end
othcr information, at such times and in such
form as the Ccntral Bank may prcscribc,
rcgarding- ".

4. Section 2 of the Kcnya Dcposit Insurance Act, 20L2
is amcndcd by deleting thc dcfinition of thc tcrm
"in_stitution" and substituting thcrcfor thc following ncw
dcfinition-

"institution" means a bank, financial
institution or mortgigc financc company as dcfincd
in thc Benking Act, or a microfinancc bank as

€62of No tO
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dcfincd in thc Microfinance Act, 2O06, or any other
dcposit uking cntity liccnscd by thc Ccntral Bank".

I ccrtify thar this printed impression is a true copy of the
Bill passcd by the National Assembly on the l6th Ocrober;2013.

Clerk of the National Assembly.

hcscatcd for asscnt in accordance with the provisions of

Kenya on,h"as-5ls.Yr. 19- (;... 
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