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CHAIRPERSON'S FOREWORD

This reporl contoins the proceedings of the Deportmentol Committee on Finonce ond
Notionol Plonning on the review ond considerotion of lhe Business Lows (Amendment) Bill

,2024 (Notionol Assembly Bills No. 49 ot 20241, published on 3lst Oclober 2024. The Biil
underwent its First Reoding on l3th November 2024. ll wos subsequently refened lo the
Deportmentol Commiitee on Finonce ond Nolionol Plonning for considerotion ond
reporting to the House, pursuont to Stonding Order 127.

The Bill comprises nineteen (19) clouses ond seeks to moke vorious omendments to vorious
stotutes os summorized below-

(o) THE BANKING ACT, CAP.488

The Bill proposes omendments lo strenglhen regulotory oversighl ond enhonce finonciol stobility. lt
introduces stiffer penolties for bonks ond credil relerence bureous thot foil to comply with prudenliol
guidelines issued by the Centrol Bonk of Kenyo (CBK). Addilionolly, lhe Bill seeks lo omend the
Second Schedule of the Bonking Acl lo progressively increose lhe minimum core copilol
requiremenls for bonks ond morlgoge inslitulions. The proposed schedule includes o phosed
complionce plon, storting wilh o minimum core copitol of Ksh.l billion by December 31 ,2024,
ond culminoting ot Ksh. I 0 billion by December 3l , 2027.

(b) THE CENTRAI BANK ACT, CAP.491

The Bill exponds the regulotory mondote of the Centrol Bonk of Kenyo (CBK) to cover oll
non-depositing credit providers, including digitol lenders, peer-to-peer lenders, ond
credit guorontee businesses. The proposol oims to bring the previously unreguloled
entities under CBK's oversight to ensure foir ond tronsporent proclices.
The Bill olso introduces requirements for licensing, opprovol of credit chonnels, ond
estoblishment of credil poromelers. Additionolly, it mondotes credit informotion shoring
lo promote responsible lending ond enhonce consumer protection. This regulotory
fromework seeks to ensure lhol non-deposit-toking credit providers operote in o monner
thol upholds finonciol stobility ond consumer trusl.

(c) THE MICROFINANCE ACT. CAP.493C.

The Bill tronsfers the regulotion of nondeposit-loking microfinonce businesses from the
Microfinonce Acl to the Centrol Bonk of Kenyo (CBK) Act, plocing lhem under CBK's direct
oversight. This oims lo ensure consislency ond strengthen consumer prolection wilhin lhe finonciol
sector. The Bill sets out cleor requirements for these instilutions, including the mondolory
disclosure of oll credil cosls ond providing bonowers wilh detoiled informotion oboul lheir righls ond
obligoiions. To fociliiole o smoolh honsition, ihe Bill gronls o six-monlh complionce period for these
businesses to olign wilh the new regulotory fromework, ensuring betler consumer sofeguords ond
occounlobilily.

ln complionce wiih Article I l8(b) of lhe Constitulion of Kenyo, 2010 ond Slonding Order
127(3), the Clerk of the Notionol Assembly ploced on odverlisement in the print medio
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on I4rh November 2024, inviting the public ond stokeholders to submit their memorqndo,
through both writlen ond orol submissions on the Bill from lSth to 27th November 2024.

ln occordonce wilh the requirements of Article ll8 (l) (b) of the Conslitution, the
Committee invited stokeholders lo o public porlicipotion forum vio lelters REF:

NA/DDC/F&NP/2024/1126) ond REF: NA/DDC/F&NP/2024/11271 doted lSih November
2024 ond l9th November 2024 respectively. The stokeholders' engogement meeting wos
held ot the Mini Chomber, Moin Porlioment Buildings on 22nd November 2024 ond ot the
Kenyotto lnternotionol Convention Centre from the 25th to 28th of November 2024.
During ihe engogemenl, stokeholders mode orol ond written submissions before the
Commiltee. Additionolly, the Commillee conducted Public Heorings in 6 counlies from
lSth November 2024 to 20th November 2024, ollowing members of the public 1o presenl
their orol submissions.

On beholf of the Deportmentol Committee on Finqnce ond Notionol Plonning ond
pursuonl to lhe provisions of Stonding Order 199(6). il is my singulor honor to present to
this House the Report of the Committee on its considerqtion of the Business Lows
(Amendmentl 8il,2024 (Nolionol Assembly Bills No. 49 ot 20241. The Committee extends
its grotitude to the Offices of the Speoker ond Clerk of the Notionol Assembly for the
involuoble logisticol ond technicol support throughout ihe considerotion of the Bill. The
Committee ocknowledges ond oppreciotes the dedicoied porticipoiion ond
submissions from oll stokeholders ond members of the public whose contributions hove
been instrumentol in the lhorough review of the bill.

Finolly, lwould like to express my sincere oppreciotion to the Honouroble Members of lhe
Commitlee ond lhe Commiltee Secretoriql for their involuoble contributions to
preporing ond producing this report. Their dedicotion ond hord work hove lremendously
contributed to compleling lhis losk.

I om pleosed to repori ihot the Committee on Finonce ond Nolionol Plonning hos
considered the Business Lows (Amendment) Bill, 2024 (Notionol Assembly Bills No. 49 of
2024) ond wishes to report to lhis August House with the recommendotion thot the House
opproves the Bill.

HON. CPA KURIA KIMANI, M.P.
CHAIRPERSON, DEPARTMENTAT COMMIITEE ON FINANCE AND NATIONAT PLANNING

5
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CHAPTER ONE

I.O. PREIACE

ESTABTISHMENT OF THE COMMITIEE
The Deporlmentol Committee on Finonce ond Notionol Plonning is one of the twenty
Deporlmentol Commitlees of the Notionol Assembly estoblished under Slonding
Order 216 whose mondote under Stonding Order 216 (5) is os follows:

i. Io investrgote, inquke into, ond reporl on oll motters reloting to the mondote,
monogement, octivities, odministrotion, operotions ond estirnotes of fhe
ossigned ministn'es ond de porlments;

ii. To study the progromme ond policy objeclives of M inislries ond deportments
ond the effecfiveness of their implementotion;

iii. To study ond review oll the legislotion refened to it:
iv. To study, occess ond onolyze the relotive success of the Ministries ond

deporlmenls os meosured by lhe resulls obtoined os compored with their
sloted obleciives;

v. Io tnvesligole ond inquire into oll rnolfers reloting to lhe ossigned M inistries
ond deportments os they moy deem necessory, ond os moy be refened to
them by ihe House,'

vi. To vet ond report on oll oppointments where the Constitulion or ony low
requires the Nolionol Assembly to opprove, except those under Stonding
Order No. 204 (Committee on Appoinfmenis/;

vii. fo exomine freoties, ogreements ond convenfions;
viii. fo moke reporls ond recommendolions fo the House os often os possible,

including recommendotions of proposed legis/ofion;
ix. Io consider reporls of Commissions ond lndependent Offices submiifed to

lhe House pursuont lo lhe provisions of Article 254 of the Conslitulion ond
x. fo exomine ony questions roised by Members on o motter within its mondote.

1.2. MANDATE OI THE COMMITIEE
2. ln occordonce with the Second Schedule of the Stonding Orders, the Committee is

mondoled to consider public finonce, monetory policies, public debt, finonciol
institutions (excluding those in securities exchonge), inveslmenl ond divestiture
policies, pricing policies, bonking, insuronce. populotion revenue policies including
loxotion ond nolionol plonning ond development.

3. ln execufing its mondote. the Commitlee oversees
Ministries ond deportmenls:

i. The Notionol Treosury.
ii. Commission on Revenue Allocotion
iii. Office of the Controller of Budgel
iv. Stote Deportment for Economic Plonning

the following government

(i



I.3. COMMITTEEMEMBERSHIP

4. The Deportmenlol Committee on Finonce ond Notionol Plonning comprises of the
following Members:

Cholrperson
Hon. CPA Kurio Kimoni. MP

Molo Constituency
UDA Portv

Vlce-Chohperson
Hon. Amb. Benlomin Longol, CBS, MP

Ainomoi Constituency
UDA Portv

Hon. Dr. Adon Keynon, CBS, MP
Eldos Constiluency
Jubllec Portv

Hon. Dovid Mboni, MP
Kitui Rurol Constituency
I{bcr Portv

Hon. Joseph Kipkoros Mokilop, MP
Boringo North Constituency
UDA lofv

Hon. CPA Julius Rutto, MP
Kesses Constituency

UDA Portv

Hon. Poul Biego, MP
Chesumei Constituency
UDA Portv

Hon. Dr. John Ariko, MP
Turkono South Constituency
ODM Portv

Hon. George Sunkuyo, MP
Kojiodo West Constituency
UDA ?qrtv

Hon Andrew Okuome, MP
Korochuonyo Constituency
ODM Porty

Hon. Joseph Oyulo, MP
Bululo Constituency
ODM Portv

Hon. Umul Ker Kossim, MP
Mondero County
UDM Portv

Hon. Shodrock lthinli, MP
South lmenti Constituency
Jubilee Portv

Hon. Joseph Munyoro, MP
Kigumo Constituency

UDA Porty

Hon. Soud Mochele, MP
Mvito Constituency
ODM Porty



1.4. COMMITIEESECRETARIAI

5. The Committee is focilitoted by the following stoff-

Mr. Benjomin Mogut
Principol Clerk Asslslont /Heod of Secreloriol

Ms. Jennifer Ndeto
Depuly Dlreclor, legol Servlce

Mr. Jomes M. Mochorio
Medlo Relolions Officer I

1"1s. Winfred Kombuo
Clerk Asslstont lll

Mr. Benson Komonde
Clerk Asslslonl lll

Mr. Benson Mulhuri
Serjeonl-Al-Arms

6. Further, the Committee Secretoriot wos
officers-

Mr. Solem Lorot
legol Counsel I

Ms. Peninnoh Simiren
legol Counsel ll

Mr. George Ndenleshe
Flscol Anolysl lll

Ms. Nelly W.N Ondieki
Reseorch Off,cer lll

Ms. Joyce Wochero
Honsord Offlcer lll

supporled by the following lechnicol

L

il.

1il.

tv.

vil.

Dr. Morlln M. Moslnde
Dr. Roberl Nyogo
Mr. lsooc Noblswo
Ms. Glodwel Amlmo
Mr. Onyongo Adero
Ms. Joy Kyolo
Mr. Allon Ngugl

- Dheclor, Podlomenlory Budgel Offlce
- Deputy Dlreclor, Porliomentory Budgel Office
- legol Counsel ll
- Reseorch Officer lll
- Flscol Anolyst lll
- Fiscol Anolyst lll
- lnlern
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2.1.
7.

CHAPTER TWO

2.0. ovERVTEW OF BUSTNESS LAWS (AMENDMENT) BttL.2024

BACKGROUND
The Business Lows (Amendment) Bill,2024 (Notionol Assembly Bills No.49 ot2024l,is
sponsored by lhe Leoder of Mojority Porty, Hon. Kimoni lchung'woh, EGH. The Bill wos
published on 3lst October, 2024.ll wos reod for the First Time on l3t November, 2024
ond thereofler refened 1o the Commiltee for considerotion ond tobling of o reporl 1o

ihe House pursuont to sionding order 127.

2,2. SUMMARY OF THE BItt

8. Clouse 2 of the Bill seeks to omend section 55 of the Bonking Act by inlroducing
specific penolty omounts for non-complionce. The omendment provides for penollies
for non-complionce of up to Ksh.20 million in lnstitutions ond Credit Reference Bureous
thot foil to comply with ony provisions of the Act, Prudentiol Guidelines, or Cenlrol
Bonk direclives. Noturol persons /individuols will be subjected to penollies of up to
one million shillings for non-complionce. The proposol olso inlroduces doily penolties
on ongoing violotions of up to one hundred thousond per doy for eoch doy or port
of o doy thot lhe non-complionce continues.

9. Bosed on finonciol impoct. the bill proposes penoliies on inslituiions ond Credii
Reference Bureou of up to three times lhe gross monetory goin mode or loss ovoided
due lo non-complionce, whichever is higher. Corporote entities ond noturol persons
or individuols ore to suffer penolties of up to lhree million shillings ond one million
shillings, respectively.

10. Clouse 3 of the Bill seeks to omend the Second Schedule of the Bonking Act to
provide for progressive increose of the minimum core copilol requirements for bonks
ond mortgoge institulions 1o enhonce bonking sector stobility lo ottroct globol
ployers. The omendment provides o tronsition period to help institutions comply with
the new core copilol requirement groduolly. The Complionce provides os follows-

/ By December 31 ,2024: Minimum core copitol of Kshs. I billion.
r' By December 31, 2025: Minimum core copitol of Kshs. 3 billion.
/ By December 31 ,2026: Minimum core copitol of Kshs. 6 billion.
r' By December 31 , 2027: Full complionce with Kshs. l0 billion

ll. Clouse 4 of the Bill proposes on omendment to brooden the Scope of Non-Deposit-
Toking Credit Providers under lhe Centrol Bonk of Kenyo Act. The bill proposes to
chonge Section 2 of the Cenirol Bonk of Kenyo Act by removing the current
definitions of digitol credil business ond replocing them with brooder ones. These new
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definilions will cover oll types of non-deposit-toking credit providers, nol just those
offering digitol credil. This will fix the previous gops in the low, which only focused on
digitol credil ond left out other lypes of credit providers.

12. The updoted definitions olso moke it cleor thol services like buy now poy loier, peer-
lo-peer lending, ond osset finoncing ore now included under the low. This chonge
helps remove ony confusion obout whether these businesses were reguloted,
ensuring they ore properly monilored by the Centrol Bonk to prolect consumers ond
strenglhen the finonciol system.

13. Clouse 5 of the bill proposes to omend Seclion 4A of the Centrol Bonk of Kenyo Acl
to widen the scope of credit providers. This chonge will empower lhe Centrol Bonk of
Kenyo (CBK) to license ond supervise non-deposit-toking credil providers thoi ore not
reguloled under ony other wrilten low. Cunently, the CBK only regulotes digitol credit
providers like mobile lenders, but the bill seeks to brooden this oversight to include
olher types of credit services like buy now poy loter ond osset finoncing. The Bill
proposes olso proposes lhol credit guorontee componies be broughl under CBK
supervision.

14. Clouse 6 of the bill recommends the Exponsion of Regulolory Scope lo lnclude Non-
Deposit Toking Credit Providers Under the Centrol Bonk Act. The Bill proposes to
chonge the heoding of Port VIC of the Centrol Bonk of Kenyo Act from "Reguloiion
of Digitol Lenders" lo "Regulolion of Non-Deposit Toking Credit Provider". The
omendmenl tends to ollow lhe Centrol Bonk to regulote o wider ronge of credit
providers who offer loons or credit services but do not toke deposits, including those
offerlng buy now poy ioter, peer-to-peer lending, ond credit guorontees.

15. Clquse 7 proposes 1o omend Section 33R of the Cenlrol Bonk of Kenyo Acl to expond
the scope of regulotion from solely digitol lenders to o brooder colegory of non-
deposil-toking credit providers. This omendment empowers the Centrol Bonk lo
oversee oll providers offering credit services without toking deposits, such os buy now,
poy loter, osset finoncing, ond credil guorontee componies. Additionolly, lhe Bill
seeks lo gront the Centrol Bonk of Kenyo (CBK) the outhority lo issue on enforceoble
Code of Conduct for non-deposit-toking credil providers.

16. Clouse 8 of the bill proposes 1o omend Section 33S of the Centrol Bonk Acl, which
mondotes non-depositJoking credit providers to obloin o license 1o operote. lt olso
seeks to prohibit individuols from engoging in non-deposit{oking credit business
without lhe proper oulhorizolion.

lT.Clouse 9 proposes omendments on the Reguloiion ond Licensing of Credit
Guorontee Businesses under the Cenlrol Bonk Acl. The proposed omendment
introduces o new seciion, 'PART VID 

-CREDIT 
GUARANTEE BUSINESS', to lhe Centrol

Bonk Act, focusing on credit guorontee businesses. lt outlines the requirements for
componies wishing to engoge in this business, including the registrotion ond licensing

lo



process with the Centrol Bonk, ond penolties for non-complionce. Key provisions
include:

/ Registrotion ond Licensing: Businesses musl opply for regislrotion ond obtoin o
license to operote, wilh specific exemptions for certoin foreign or internotionol
entities.

r' Regulotory Oversighl: The Centrol Bonk will regulote credil guorontee
componies, setting stondords for copitol odequocy, liquidity, ond governonce,
while conducling supervision ond enforcement.

18. The bill olso introduces penolties on non-complionce for o person operoting without
regislrotion or o license to be lioble to o fine of up to KSh.l m, imprisonment for up to
3 yeors, or both, ond o body corporote committing the some offense be lioble to o
fine of up to KSh.l0m. Additionolly. Providing folse informotion to obtoin o license
corries o fine of up to KSh.lmillion or imprisonment for up lo 3 yeors, or boih for
individuols; ond up to KSh.l0 million for body corporotes

19. Clouse l0 of the Bill omends Section 43 of the Centrol Bonk Act. chonging the
longuoge in subsection (l ) by replocing lhe term "digitol" with "non-deposit-toking".
This meons thot non-deposit-loking credit providers (insteod of just "digitol credit
providers") ore now included in lhe entities required to furnish informotion lo the
Cenkol Bonk. ln other words, non-deposilJoking finonciol insiitulions, such os certoin
microfinonce bonks, mortgoge refinonce componies, ond digitolcredit providers, will
now oll be subject to the requirement of submitting relevont informotion ond dotq lo
the Centrol Bonk os prescribed.

20. The proposol broodens the scope of lhe types of finonciol entities thot must comply
with the Bonk's dolo ond informotion reporting requirements. lt olso obligoles non-
deposittoking credit providers to furnish the Centrol Bonk of Kenyo (CBK) with ony
informotion or doto thot the CBK moy reosonobly require to properly dischorge its

functions. This omendment broodens the reporting requiremenls to include oll non-
deposit-toking credit providers, ensuring greoter oversight ond enhoncing the CBK's
obility to monitor ond regulote these institutions effectively

21. Clouse l2 of the bill inlroduces o Tronsition Period for Credit Guorontee Businesses to
Comply with New Licensing ond Regulotory Requiremenis under the Centrol Bonk
Act. lt introduces o five-yeor tronsition period for businesses okeody engoged in credit
guorontee services to comply with the new registrotion ond licensing rules outlined in
seclions 33V, 33W, 33X, ond 33Y. lt olso ensures thot businesses must first meet the
CBK's complionce slondords before being gronted o registrolion ond license to
operote.

22. Clouse l3 provides clorificotion of the Non-Deposit-Toking Microfinonce Business
Definition. The Bill proposes to omend Section 2 of the Microfinonce Act by updoting
the definition of "non-depositJoking microfinonce business" to specify thot it refers to

ll



o non-microfinonce bonk buslness thot provides physicol credit. This chonge oims to
clorify the type of business by emphosizing thot it involves offering credit secured by
movoble or immovoble ossets rother thon relying on cosh colloierol.

23. Clouse l4 of the Bill proposes 1o omend Section 3 of the Microfinonce Act to gronl
the Cobinet Secretory the outhority to moke regulotions regording the exemption of
ony non-deposil-toking microfinonce business from the opplicolion of the Act. This
omendment ollows for the possibility of exempting certoin businesses bosed on
speciol circumslonces, or noture of operolions of the business.

24. However, the Bill further clorifies thot such on exemption sholl not be gronted to ony
non-depositJoking microfinonce business whose onnuol revenue exceeds five
hundred thousond shillings. This ensures thot businesses generoting significonl revenue
remoin within lhe regulotory fromework of the Acl, ensuring occounlobiliiy ond
oversighl. Moreover, the Cobinel Secrelory con outline specific criterio or conditions
under which exemptions moy opply, to bolonce rr:gulolory complionce wiih the
unique needs of smoller businesses in the seclor.

25. Clouse 15 of the Bill proposes inserting o new provision, Seclion 4A, inlo the
Microfinonce Act, which sets out lhe quolificolions for o non-deposit-toking
n.ricrofinonce business. This provision oims to fill o locuno in the Act by cleorly defining
the conditions under which such businesses con operote. Specificolly, the
ornendmenl requires lhot:

Quolilicofions for Operoting Non-Deposif-Toking Microfinonce Eusrness:
r' A person or entity wishing to corry out o non-deposil-toking microfinonce

business must be o compony regislered under the Componies Acl, with lhe
primory objective of engoging in o non-deposit-toking finonce business.

r' Additionolly, the person or enlity must be licensed under the Microfinonce Act
to corry out such business legolly.
Penolf for Non-Compliance:

,t Any individuol or eniity lhot conies out o non-deposit-toking microfinonce
business wilhoul fulfilling these registrotion ond licensing requirements will be
committing on offence.
Penollies for non-complionce include

r' A fine of up to one hundred lhousond shillings
r' Or imprisonment for o term not exceeding lhree yeors.
r' Or both o fine ond imprisonmenl

26. Clouse I6 of the Bill proposes to omend Section 5 of the Microfinonce Act lo provide
for the requirement thol o non-deposit-toking microfinonce business must opply for o
license lo corry out its business. Therefore, the requirement to opply for o license lo
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corry oul o deposittoking business will now olso opply to those wishing to corry out o
non-depositJoking microfinonce business.

27. Clouse l7 is on the Revocotion of License for Non-Deposit-Toking Microfinonce
Businesses. The Bill proposes to omend Section 9 of ihe Microfinonce Act lo include
provisions for the revocoiion of o license for o non-deposii-toking microfinonce
business if the licensee ceoses io operote the business.

28. Clouse l8 of the Bill proposes to omend Section l5 of the Microfinonce Act, ollowing
o person 1o opply for o loon or credit focility not only from o microfinonce institution
bul olso from o non-deposit-toking microfinonce business. Cunenlly, the Act only
ollows opplicoiions for loons or credit focilities from institutions, specificolly
microfinonce bonks thot ore licensed under lhe Act. The proposol broodens the
scope by including non-deposit-loking microfinonce businesses, which ore entities
offering microfinonce services like loons ond credit but do not occepl deposits from
the public.

29. Clouse 19 of the Bill proposes to insert new provisions into the Microfinonce Act
focused on consumer proiection for borrowers engoging wilh non-deposit-toking
microfinonce businesses ond oullines lronsitionol mechonisms for businesses
operoting before ihe Acl's commencement. They include-

a) Conrumer Proleclion Meosures:
r' Non-deposittoking microfinonce businesses will be required to provide

bonowers with cleor ond occurote informotion obout the procedures ond
conditions for ocquiring o micro-loon.

/ Betore o borrower ocquires o micro-loon, lhe business must inform them of oll
finonciol costs ossocioted with obtoining ond servicing the loon, including
interest roles, fees, ond ony other chorges to be borne by lhe borrower.

/ The omendment mondoies thol non-deposit{oking microfinonce businesses
mointoin lhe confidentiolity of borrowers' personol ond finonciol informotion.

r' Borrowers will be informed of lheir rights ond duties reloied to the ocquisilion
of micro-loons. This is cruciol in ensuring thoi borrowers underslond both their
enlillements ond obligotions under the loon ogreement, thereby reducing the
risk of dispules ond misunderstondings.

b) Tronsitionol Mechonisms for Non-Deposit-Toking Mlcrofi nonce Businesses

The Bill olso introduces tronsitionol mechonisms for non-deposil-toking
microfinonce businesses thoi were olreody operoling before lhe enoctment of ihe
new provisions:

/ Llcensing Requiremenls: Within six months of the commencement of the
Act, ony person conducling o non-deposil-loking microfinonce business
musl opply for o license under the new fromework. This ensures lhot oll such
businesses ore formolly recognized ond reguloted.
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/ Conllnued Operollons Pendlng licenslng: Businesses opplying for o license
con continue their operotions while owoiting the determinotion of their
opplicotion, but they must comply with the provisions of the new Act, ony
reloted regulotions, ond the conditions set by the Centrol Bonk.

r' Grondfolherlng of Exlstlng Llcenses: Any licenses issued before the
commencemenl of the Act will remoin volid until their expirotion, ollowing
businesses time to olign wilh the new regulotory fromework.

/ Penollies for Non-Complionce: A person who foils to comply with the
licensing requirements or other provisions of the Act will be subject to severe
penolties. They moy foce o fine of Kenyo Shllllngs Two mllllon, imprisonment
for up to live yeors, or both, depending on the offense.
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CHAPTER THREE

3.0. PUBTIC PARTICIPATION AND STAKEHOTDER ENGAGEMENT ON THE BItt

3.I. tEGAt IRAMEWORK ON PUBTIC PARTICIPAIION.

30. Article I 18 (l )(b) of the Constitution provides thol:
"Porlioment sholl focilitote public porlicipotion ond involvemenl in the

legislotive ond other business of Porlioment ond its Commiflees. "

31. The Notionol Assembly Stonding Order 127 (3) ond (3A) stipulotes thot:
"(3) The Deportmentol Committee to which o Bill is committed sholl

focilitote public porticipotion on the Bill through on oppropriote
mechonism, including-

(o) inviting submission of memorondo;

(b) holding public heorings;

(c) consulting relevont sfokeholders in o secfor ond

(d) consulting experfs on lechnicol subjects.

(3A) The Deportmentol Committee sholl consider the views ond
recommendofions of the public under porogroph (3) in its report to
the House.

3.2. STAKEHOTDER AND PUBTIC ENGAGEMENTS
32. The Commitlee ploced on odvertisement in the print medio on l4tn November 2024,

inviling the public lo submit written memorondo on the Bill. The Commiltee received
memorondo from stokeholders in vorious sectors of the economy ond individuols from
oll wolks of life, including members of the public. Further, the Committee conducted
public porlicipotion for two weeks, during which slokeholders presented their views
on the Bill lo the Commiitee. The public porticipotion included o town holl meeting
ot Min Chomber -Porlioment.

33. The Committee received memorondo from the severol stokeholders ond members of
the public.

34. The feedbock from the interoctions with stokeholders ond vorious members of the
public from Couniies provided voluoble input. highlighling specific concerns ond
suggestions for omendments. The following ore the submissions on vorious clouses of
lhe Bill:
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e.e.r. KENYA BANKERS ASSOCTATTON (KBA)
Clouse 2

35. KBA proposed to delele the clouse thot prescribes penolties to be poid by stoting
thot the proposed fines for non-complionce set for institutions ond individuols moy
leod to higher costs of obtoining CRB reporls ond individuols ore olso ot risk of being
unwononted. KBA proposed stondordizing penolties for bonks with ihose opplied to
other corporoles to ensure foirness ond equity in enforcing complionce meosures ond
prevenl ony single sector from focing disproportionotely severe penolties.

Commlttee Observolion
Ihe Commlttee noled lhe slokeholder's proposol; however, lhe proposed penollies
seek lo ensure complionce wilh lhe Prudenliol Guldellnes, ony provlsion of lhe
Bonklng Acl, or ony direcllons issued by the CBK. This provlslon seeks lo ensure
slobility wllhln lhe bonklng seclor. ln oddlllon, ony inslilullon lhol complies with thls
provlslon wlll nol lncur oddillonol costs.

Clouse 3

36. KBA wos ogoinst the proposol by observing thot the timeline for complionce wilh the
core copilol requirement wos loo short. They noled lhe foct thot the policy oims to
enhonce stobility. Slill, they orgued thot the unintended shortJerm consequences
ond impocls on smoller bonks, credit occessibility, operolionol priorities, ond sector-
wide odlustments moy be disruplive.

37. Further, KBA Proposed o sloggered increose of Kshs.l billion every yeor over the next
8 yeors ond nol 3 yeors os proposed. The proposed groduol increose of the Core
Copitol within 3 yeors is loo ombitious for smoller bonks os they would need lo iniect
more copitol in the next 3 yeors.

Commltlee Observollon
The Commltlee noled lhol lhe Kenyon bonklng seclor hos grown exponenliolly
behreen 2012 ond 2024 in lerms of ossels, loon porlfollo, non-performing loons,
deposits, number of deposll occounls, number of loon occounls, number of locol
bonk bronches ond number of cro3s border subsidlorles ond/or bronches.

Desplle lhe exponentiol growlh ln ossels, llobllllies, number of deposilors ond
borrowers, lhe mlnimum core copilol requlremenl for lhe bonks hos remolned ol
Kshs.'1.0 billion slnce 2012. The low copilol bose, whlch supporls o slgnificonl ossel
bose of lhe bonking seclor, mokes ll more susceplible lo bonk foilure. The currenl
minimum core copllol con no longer supporl lhe seclor't cunenl ond expecled
growlh hojectory.

However, lhe Commltlee noled lhol three (3) yeors, os proposed ln the 8ill, ls loo shorl
o lime for lhe bonks lo reshuclure ond ensure lo ochleve lhe Kshs l0 blllion Core
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copilol. The Commitlee is proposlng o phosed-up opprooch of o moxlmum 8 yeors
to ochieve lhe sel lorgel of core copilol

Clouse 9.

38. Amend lhe proposed omendment thot introduces regulotions for credit guorontee
componies to specify whether guorontees ore excluded from the scope of lhe new
credit guorontee business fromework when offered os port of o bonk's regulor
ociivities.

39. KBA proposed o further omendmeni on lhe proposed clouse 9, to introduce o proviso
ofter 33X(2) (c), to reod os follows-

a) ls o bonk providing guoronlees os port of its regulor bonking octivities ond
oheody reguloted under the Bonking Act.

40. The omendment will clorify whelher licensed bonks ore exempt from lhe odditionol
licensing ond registrotion requirement.

Commltlee Observolion
The Committee ogreed with lhe proposol lo inhoduce regulolions for credlt guoronlee
componies.

New Proposol on lhe Second Schedule of lhe Eonking Act -KBA

4l . KBA proposed introducing incentives, such os tox breoks for retoined eornings or lower
cosis for issuing copitol, to help bonks meel the new core copilol requirements
without excessive finonciol stroin.

Commitlee Observolion
Ihe Committee noled the slokeholder's proposol however, lhe new core copllol
requirement hos been sloggered over o period of Syeors lhus creoling room for
limited fi nonclol slroin.

9.9.9. KERICHO COUNTY
Clouse 3

42. The residents of Kericho County supporied the omendment to the Bonking Act, which
seeks to increose core copitol requirements for bonks ond mortgoge institutions, for it
will strenglhen lhe finonciol sector ond ensure its flexibility ogoinst globol economic
shifts. They noted thol previously, the sector hod foced chollenges with some bonks,
such os Chose Bonk, collopsing ond people losing their sovings. This requirement will
ensure thol such instonces do nol hoppen.



Clouse l9

43. The residents supported the proposol ond highlighted thot the Microfinonce Act
omendments will streomline the licensing of non-deposit-loking microfinonce
institulions ond introduce cruciol consumer sofeguords, helping protect borrowers
from exploilotive lending proctices. They noted this omendment is timely, especiolly
in the bodo sector. where most residenls hove foced unfoir proctices. Additionolly,
they supported omendments lo the Slondords Act ond lhe Scrop Metol Act, noting
ihis will improve complionce with sofety slondords ond enhonce Kenyo's
monufqcturing seclor

s.9.9. SIAYA COUNTY
Clouse 4

44. The residenls supported the introduction ond oversighl of the buy-now-poy-loter
componies by the Centrol Bonk of Kenyo for ii will regulote how ropidly growing
business is done os some of the producls offered ore not licensed. They furlher
outlined numerous coses of buy-now-poy-loter firms obout predotory lending.

3.9.,1. ISIOLO COUNTY
Clouse 5

45. Residents of lsiolo Counly expressed support for the omendments, stoting thol it would
bring non-deposittoking credit institutions under the control of lhe Centrol Bonk of
Kenyo (CBK). They orgued thot this move would enhonce the regulotion ond
oversighl of lhese institutions, ensuring greoler finonciol stobility ond prolecting
consumers from potentiol risks. They olso emphosized thot by plocing non-deposit-
toking institutions under the CBK's supervision, there would be betler moniloring of
their operotions, which could help prevenl froud, mismonogemenl, ond olher
finonciol inegulorilies. Mony olso believed thot the omendments would increose
public confidence in these instilutions, os they would be held to higher stondords of
occountobility ond tronsporency.

3.9.5. MOMBASA COUNTY
Clouse 5

46. The residenis supported the proposol io hove non-deposil-toking credit institutions
reguloled by the Centrol Bonk of Kenyo but roised concerns obout the criterio to be
used in reguloting the credit institulions. Additionolly. lhe proposol will hove credit
insiiiutions increose lending fees due to strict regulotions, which will be expensive for
the clients who ore the end beneficiories of the credit focilities.

New Proposed omendmenl on Seclion 55(2) of lhe Bonking Acl-
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47. Some residenls proposed on omendment for the non-deposil-toking institutions,
where in lhe event thot one poys o credit focility, he/she is outomolicolly removed
from CRB.

Commltlee Observolion
The Commitlee noled lhot stqkeholder's commenls however, lhe Commitlee noled
thot lhe motler is odequolely provlded in lhe currenl legislotion.

3.9.6. TAITA TAVETA COUNTY
Clouse 5

48. The proposol to hove non-deposit-toking instituiions reguloted by CBK wos strongly
supported with further omendments. They proposed io hove lhe Centrol Bonk of
Kenyo regulote the interesl rotes chorged on loons by credil insfitutions. This will
protect Kenyons from linonciol exploitotion by these institutions ond ensure
stondordizolion of credit focilities.

Commlllee Observollon
The Commlttee noted lhol Clouse 7 of lhe Blll gives powerlo lhe CBK lo regulole credil
inslllulions, lncludlng relllng poromelers for credil prlcing. Therefore, lhe slokeholders'
concerns hove been loken core of ln lhe Bill.

9.q.7. HON. LEWIS NGUYAI
Clouse I 9

49.Amend the proposed new section 53(l) (o) by inserling the words "ond recovery"
immediotely ofler the words 'for lending.'The omendmenl will ensure o non-deposil-
toking microfinonce business exhibits ironsporency in deoling with the public ond sholl
furnish borrowers with occuroie informotion on the procedure ond conditions for
lending ond recovering loons they issue.

Commitlee Observollon
The Commitlee ogreed with the slokeholders, noling lhol the proposol sofeguords lhe
bonower's lnleresls.

50. Hon. Nguyoi olso proposed introducing o new porogroph immediotely ofler the new
section 53(l)(o) thot requires every non-deposittoking business to disclose oll the
chorges ond lerms reloting to o loon before gronling it lo o borrower. This would
obligole lenders lo give full ond moteriol disclosure of lhe chorges ond terms reloting
to the loons to protect consumers of these loons.

Commillee Observollon
The Commitlee noted lhe concerns hove been provided for in lhe provisions of new
seclion 53 (1Xb) ln Clouse l9 of the Blll.
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5l.Hon. Nguyoi proposed lhe insertion of new subsections immediolely ofter the
proposed subsection 2 in Section 53 of the Microfinonce Act os follows:

(2A) A non-deposit-toking microfinonce business sholl comply with lhe
requiremenfs of Article 3l of the Conslitulion ond lhe Doto Protection Act in
lending loons ond recovery of debts.

(28) A non-depositloking microfinonce business sholl issue odequole notice to o
bonower of its intention torecoverodebt.

(2C) A non-deposil-toking microfinonce business sholl re cover from o debtor with
respect to o non-performing loon lhe moximum omount prescribed under
subseclion (2D) .

(2D) The moximum omounl refened to in subsection (2C) is lhe sum of the
f ollowing -

,) the principol owing when the loon becomes non-performing;
b) interest, in occordonce with the controct between the debtor ond the

non-deposif-foking microfinonce business, not exceeding the principol
owing when the loon becomes non-pefiorming; ond

c) exponses incuned in the recovery of ony omounls owed by the deblor.

(2E) This Seclion shollopply with respect lo loons mode before this Section comes
into operotion, including loons lhol hove become non-performing before
lhis Seclion cornes into operotion:

Provided thot where loons become non-peiorming before fhis Seclion
cornes into operotion, the moximum omount refened lo in subsec tion (2C)
sholl be the following -
(o) the principol ond interesf owing on the doy lhis seciion cornes into

operotion;
(b) interest, in occordonce wifh the controct belween the deblor ond

lhe non-deposif-toking microfinonce business occruing ofter the doy
fhis Seclion cornes into operotion, not exceeding the principol ond
inferesl owing on the doy lhis Seclion comes into operotion ond

/c/ expenses incuned in the recovery of ony omounfs owed by the
debfor.

(2F) lf o loon becomes non-pertorming ond then the debtor resumes poyments
on the loon ond the loon becomes non-performing ogoin, the limitotion
under porogrophs (o) ond (b) of subseclion (2D) sholl be determined with
respecl to the time the loon losl become non-pertorming.

(2Gl Subsection (2D), sholl nol opply to limit ony inlerest under o court order
occruing ofter lhe order is mode.

,o



(2H) A person who foils to comply with the provisions of lhis Secfion commiis on
offense ond sholl be lioble upon conviction to o fine not exceeding five
million shillings or imprisonment for o term not exceeding five yeors or both.

(21) The Centrol Bonk moy suspend or revoke o license of o non-deposii-loking
microfinonce business by written notice to the holder of lhe license if the
non-deposittoking microfinonce business foils to comply with the provisions
of lhis Aci.

52. Amend the new proposed section 53 subsection (3) by inserting the following proviso-

Provided thot the interest on o loon sholl be chorged onnuolly.

53. Hon. Lewis Nguyoi stoled thot lhe obove-proposed omendmenls protecl consumers
who use loons from non-deposit-toking microfinonce businesses while selting out
precise requirements to be met by these microfinonce businesses. Additionolly, the
proposols seeks to govern the interest chorged by these non-deposit-toking
microfinonce businesses.

Commiltee Observolion
The Commitlee ogreed with lhe proposed omendmenl 24. Regording the olher
proposolr. lhe Committee noled thot they ore provided for ln lhe regulolions reloled
lo lhe Cenkol Bonk under secllon 57 of the Cenhol Bonk of Kenyo Acl.

3.9.8. ONGOZA KENYA
Clouse 5

54. The stokeholders supported the proposol to regulote non-deposit-toking credil
providers, which include digitol lenders. They noted the need to protecl omounts
poid on credit odvoncement from exploitotion by non-deposit-loking credit
providers. They olso proposed including o provision thot prolecls clients of non-
deposit{oking credit institutions from horsh penolties on deloyed repoyment of loons
under exceplionol ond unovoidoble circumstonces such os illnesses.

55. They olso stoled thot non-deposit-toking credit institutions need o governing Act thot
guides ond regulotes the instilutions in the induslry ond not the CBK Act.

3.9.9. ANJARWALLA & KHANA LLP
Clouse 2(b)

56. ALN proposed on omendment to clouse 2 (b) on lhe proposol to increose penollies
on institutions, credit finonce bureous, ond noturol persons thot foil io comply with the
provisions of the Bonking Act, Prudentiol Guidelines, or ony olher direction of CBK

57. ALN proposed new penolties be os follows:
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o, Nof more lhon Kshs.20,000,000 for an insfilution or credit finonce bureou or three
limes lhe gross omounf of monetory goin mode or loss ovorde d by the foiture
or ref usol to comply, whichever is higher,

b)Kshs.3,000,000 for o corporote entity.

c/ Kshs. 1.000,000 for o noturolperson.

d) CBK moy moke regulotions prescribing odditionol penolties nol exceeding Kshs
100,000 for eoch doy of such foilure.

58. Since the present opplicoble regulotions for penolties is the Bonking Penollies
Regulotions, 1999, the penolties proposed in the Bill should be revised to olign wilh the
some. li is the view of ALN thot high penolties could pose finonciol risks to smoll
institutions.

Commitlee Observolion
The Commltlee noled lhe slokeholder's proposol; however, the proposed penollies
seek lo ensure compllonce with the Prudenliol Guidelines, ony provislon of lhe
Bonklng Acl or ony direclions lssued by the CBK. Ihis provlsion seeks lo ensure stobllity
wlthln lhe bonklng reclor. ln oddillon, ony lnslllullon lhot complles with thls provlslon
wlll not lncur ony oddillonol cosls.

Clouse 3.

59. ALN proposecl thot the core copitol requirement of Kshs.l0 billion lo be met in ihree
yeors be omended to either exlend the complionce lime or reduce the core copitol
requirement. This proposol would oltrocl iniernolionol investors, strengthen the
bonking sector, ond improve lhe resilience of bonks, but it would pose o chollenge
for l4 oul of the 39 licensed lenders in Kenyo.

Commitlee Observolion
The Commitlee noled thot the Kenyon bonking seclor hos grown exponenllolly
between 2012 ond 2024 ln lerms of ossels, loon porlfollo, non-performlng loons,
deposils, number of deposll occounls, number of loon occounls, number of locol
bonk bronches ond number of cross border subsldiories ond/or bronches.

Despile the exponentlol growlh ln ossels. liobllities, number of deposllors ond
borrowers, lhe minlmum core copilol requiremenl for lhe bonks hos remolned ol
Kshs.l.0 blllion rince 2012. The low copilol bose, which supporls o significonl ossel
bose of lhe bonking seclor, mokes il more susceplible lo bonk follure. fhe currenl
mlnlmum core copllol con no longer support the seclor's currenl ond expecled
growlh hojeclory.

However, lhe Committee noled lhol lhree (3) yeors, os proposed ln the Bill, ls loo shorl
o lime for lhe bonks lo reslruclure ond ensure lo ochieve lhe Kshs l0 blllion Core
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copilol. The Commitlee is proposlng o phosed-up opprooch of o moximum 8 yeors
lo ochieve lhe sel torgel of core copilol

Clouse l9

60. The stokeholder wos ogoinst the proposol, with the view thot if the proposol were
implemenied, non-deposil-loking microfinonce businesses would be governed by
the Centrol Bonk Act ond the Microfinonce Act. This could creole double licensing,
complionce requirements, ond double finonciol liobility.

Commillee Observolions
The Commitlee is ol lhe differenl view lhol lhere is no polenliol closh on lhe regulolory
fromework.

s.e.lo. KENYA DEVELOPMENT CORPORATION LIMITED (KDC)
llouse 4

61. Amend Clouse 4(f) thot defines o 'non-deposil-toking credil provider'lo include "or
on enlily lhot is wholly or mojorly owned by the notionol government or county
government" immediotely ofter 'or counly government's proposol oims to exclude
commerciol public sector entities thol ore wholly or mojorly owned by notionol or
county governments from the instilutions to be governed by the Act. Such entities
typicolly hove o development-orienled mondote, ore government-bocked, ond
operote under the oversight of olher government ministries.

Commitlee Observotion
The Committee disogreed with the slokeholder since lhese instilulion: con be
efficienlly operoled by privole enlilies os opposed lo governmenl ogencles.

9.9.I I. M-KOPA KENYA LIMITED, M-KOPA LOANS LIMITED AND M-KOPA MOBILITY
KENYA LTMITED.

llouse 4 b

62. The stokeholder proposed deleting the proposol ond omending the definition of
"non-deposii-loking credit business" to specify the meons of gronling credit. The
proposed clouse in lhe Bill will foil to occount for the unique ospects ond business
models employed by digitol credit providers, including operotionol complexiiies ond
cosls of lheir online plotforms, investments in technology ond the doto-driven models
lo supporl lheir operotions. They proposed to omend clouse 4 (b) (o) io reod os
follows-

Gronting of loons or credit focililies, whether or not digitolly to members of the
public or o Section of it, with or without inieresl ond eilher sec ured or unsecured
on lhe goods or ossefs purchosed,'

Commitlee Observollon
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The Commitlee ogreed with the stokeholder proposol which will coler of oll models of
gronling credil focllilies.

63. Furlher. they proposed the inclusion of lhe definilion "poy os you go" such thot
entities con leveroge their unique chorocteristics ond, the Bonk con, in recognition of
these unique chorocieristics, determine on oppropriote pricing fromework ond olher
supervisory rules for eoch. They proposed lhe inclusion of the poy-os-you-go
immediotely ofler Clouse 4 (b) (c), which reods os follows-

d. Poy-os-you-go onongemenfs os determined by the bonk

Commitlee Observolion
The Commitlee ogreed with lhe slokeholder's proposol.

Clouse 7

64. The stokeholder supported lhe proposol ond proposed on omendmenl to section
33R(c) os follows-

(d) determine o fromework for pricrng of credit;

Commitlee Observolion
The Commitlee wos of o differenl view thol, os currenlly drofled, lhe provision is
sufficienl.

65. The stokeholder olso proposed further revision of the proposed clouse (7) (33R) (e) to
reod os follows:

(e) provide A minimum mondotory stondord of conduct is required from oll non-
deposif-foking credit providers to comply with in their business conduct.

Committee Observolion
The Commitlee wos of o differenl view lhol. os currenlly drofled. lhe provision is
sufficienl.

Clouse 8

66. The siokeholder proposed on omendment on the proposed new clouse 1o ensure
foirness in pricing models, where the unique costing models of eoch business ore
considered. Amend the clouse lo reod os follows-

/f/ the licensee foils. withoul reosonob/e justiftcotion, to follow the Bonk's guidelines
(under this Acf or os the Bonk moy direct), to oddress o cusfomers comploint;
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[g/ the licensee imposes unreosonoble or unjuslifioble chorges on /oons, devioting from
the pricing fromewo* provided by the Bonk ondlor pricing poromelers opproved
by the Bonk (where opplicoble).

Commitlee Observotion
The Commitlee wos of o differenl view lhol, os currenlly drofted in (h), the provision
is sufficienl.

Clouse I I fi)
67. Amend lhe proposol becouse no considerolion oppeors to hove been mode to the

groviiy of on offense. To ovoid inconsistent opplicotion of penolties ond ensure
foirness, introducing o tiered system considering the impoct on o customer's finonciol
liberties ond the frequency of soid impocl os one of the grovest of violotions is

recommended. The omendment to reod os follows-

(4)Without prejudice to the generolify of subsection (3) (h), the Bonk sholl, in
regulolions, prescribe o tiered system of penolties to be poid by non-deposit-
toking credit providers who foil or refuse to comply with the provisions of lhis Act,
the regulotions mode thereunder, gurdelines, Code of Conduct ond dr'rec lives
issued by fhe Bonk. The penolty liers sholl be bosed on fhe severity ond
frequency of violotions. The criterio for determining the oppropriote penalty tier
sholl be cleorly defined. The limit for lhe penollies sholl not exceed one million
shi//rngs or one time the gtross omount of the monetory goin mode or loss
ovoided by the foilure or retusol lo comply, whichever is higher, ond moy
prescribe odditionol penolties nol exceeding len fhousond shi/lings in eoch cose
for eoch doy or port thereof during which such foilure or ref usol confinues;

Provided thot the Bonk sholl, on o cose-by-cose bosis, ossess lhe focls of
eoch cose ond determine the reosonoble penolty lo impose in
occordonce with, toking into occounl such foclors os moy be prescribed
or os lhe Bonk moy consider necessory. The Bonk sholl ollow o reosonoble
groce period of nof less thon one year for licensees to odjust lo lhe new
penolty regime ond prioritize remediotion ond conective oction over
punitive rneosures for fist-time or minor violofions.

Committee Observolion
The Commitlee, while considering lhe stokeholder views, wos of o different view
lhol, os currenlly provided, lhe clouse provides for o foir ond predicloble penolty
regulolory fromework.
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e.e.le.AMERICAN CHAMBER OF COMMERCE (AMCHAM)
Clouse 4 (b) (o)

68. AMCHAM proposed on omendment on the proposed definition of "non-deposit-
toking credit business" to reod os follows:

'hon-deposil toking credit business" meons the gronting of loons or credit
focililies, whelher digitolly or nol, to members of the public oroseclion of it, wifh
or without in teresf, ond either secured or unsecured on lhe goods or ossets
purchosed;

69. ll is the view of AMCHAM thot this omendment will reduce ombiguity ond uncertointy
introduced by the deletion of the definilion os proposed in Clouse 4 (o).

Commltlee Observolion
Ihe Comnilllee ogreed wilh slokeholder on lhe need lo define "non-deposit ioking credil
busrness" lo include lhe words "digitolly or not"

Clouse 7

70. AMCHAM proposed on omendment on 33R (e) to reod os follows-
(e ) develop ond implement on enforceoble Code of Conducf binding oll non-

deposii-loking credit providers in their conducl of business upon:

l. Active engogemenl with the non-deposif-f oking credit providers before
implementotion of the Code of Conduct;

ll. Ensuring lhe Code of Conduct ollows for flexibility ond innovotion, enobling
odoptotion to chonging morket conditions ond customer needsj

lll. Ensuring regulor review of fhe Code of Conduct for relevonce ond
effecliveness in the evolving credit londscope.

71. Furlher, AMCHAM proposed o new insertion immediotely ofter 33R (e ) thot reods os
follows-

(f/ Assign non-deposif-toking credil providers to dedicoled relotionship monogers io
focilitote effeclive communicotion ond support.

Commltlee Observolion
The Committee noled the stokeholder's proposols; however lhis is olreody provided
for ln the current legislolion.

Clouse 8

72. AMCHAM proposed o new omendment ofter porogroph (f) lo ensure foirness ond
lronsporency by noting thol it is essentiol lo provide cleor guidonce on whot
consiitutes o "conclusive oddress of o customers comploinl" ond estoblish objeciive
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criterio for determining "unreosonoble or unjustifioble chorges. The proposol to reod
os follows-

/g/ lhe licensee foils to conclusively oddress o cuslomer's comploint, following
lhe Bonk's guide/ines on cusfomer comp/oinfs redress within the time ond
rnonner prescribed by lhe Bonk under fhis Acf or os lhe Bonk moy direct.

li) The licensee imposes unreosonoble or unjuslifioble chorges on loons,
devioling from the Bonk's opproved pricing poromefers.

Commlttee Observolion
Ihe Commltlee, whlle conslderlng the slokeholder vlews, wos of o differenl vlew
lhol, os currenlly provided, lhe clouse provldes for o folr ond predicloble penolty
regulolory fromework.

Clouse I I (j)

73. AMCHAM noted thot lock of clority on the penolty regime moy leod
to inconsistencies ond disproportionote penolties, creoting uncertointy for
businesses. A cleor ond tiered penolty system is essentiol to ensure foirness ond
encouroge complionce bosed on the severity ond frequency of violotions. AMCHAM
proposed o new omendment to reod os follows-

"(4) Wilhoul prejudice lo the generolify of subsection (3) (h), the Bonk sholl,
in regulotions, prescribe o tiered syslem of penolties to be poid by non - deposil
toking credil providers who foilor refuse to comply with the provisions of lhis Acl,
the regulotions mode thereunder, guidelines, Code of Conduci ond directives
issued by lhe Bonk."
The penolty tiers shall be bosed on the severity ond frequency of violotions.
The crilerio tor determining the oppropriote penolty tier sholl be cleorly defined.
The limit for the penollies shol/ nol exceed one million shillings or one time the
gross omountof the monetory goin mode orloss ovoided by fhe foilure or refusol
to comply, whichever is highec ond moy prescribe oddilionol penollies nol
exceeding len thousond shi//ings in eoch cose for eoch doy or port lhereof during
which such foilure or ref usol coniinues:

Provided thot the Bonk sholl, on o cose-by-cose bosis. ossess lhe focls of eoch
cose ond delermine the reosonoble penolty lo impose in occordonce with,
toking into occounl such foclors os moy be prescribed or os lhe Bonk moy
consider necessory.

Ihe Bonk sholl ollow o reosonob/e groce period of not /ess thon one yeor
for licensees to odlust to the new penolty regime ond prioritize remediotion
ond corrective ociion over punitive meosures for first-time or minor violofions.
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Committee Observolion
The Commitlee, while considering lhe slokeholder views, wos of o differenl view
lhol, os currently provided, lhe clouse provides for o lolr ond predicloble penolty
regulolory fromework.

3.9.I3.SAFARICOM PLC
Clouse 4 (b)

74. Amend the proposed new definilion of 'buy now poy loter' lo reod os follows-

buy-now-poyJoter' meons on onongement whereby the consumer purchoses
corporeol movoble goods or ossefs, secured or unsecured on the goods or
ossets, ond poy loter in inslollmenls with or withoul inleresf.

75. This provides clority in so for os the goods ond ossels os ossets moy be interpreted lo
include services, whereos the proposol covers moveoble physicol ossels.

Commltlee Observolion
The Commltlee. whlle considering lhe slokeholder views, wos of o differenl view lhol
ossels connol be in lhe form of servlces, ond lherefore, os currently provided, the
provision ls explicil.

76. Soforicom proposed lo inlroduce o new seciion + (b) (S) thot reods os follows-

(g)Ihis ocl will not opply lo ony credit onongemenis involving the provision of
credit by o person thot is merely incidentol lo the sole of goods or provision of
services by the person;

77. This proposol will ensure thot where o business is providing credit for ihe support of iis
core business, il will nol be required to be licensed os o credit provider. For exomple,
o monufocturer moy extend credit terms to its dislributor, or o business moy extend
credil services to ils cuslomers when occessing the services or goods il sells.

Commitlee Observolion
Ihe Commitlee ogreed wlth the slokeholder proposol noling lhe need for clorily when
o monufoclurer/bu:lness exlends credil services to o dislribulor/cuslomer.

New proposols by Soforicom

78. Soforicom proposed o tronsiiionol period for licensing the 'Non-Deposit Toking Credit
Toking' business to ollow service providers ond the Cenlrol Bonk of Kenyo omple lime
to opply ond streomline ihe operotionol processes. We propose l2 months from the
dote the omendmenls ore ossented to by the Presidenl.
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Commtlice Obrervqllon
Ihe Commltlce ograed wtlh lhc dokeholder'r proporol to comply wllhln o perlod ol

(12) months.

79. Soforicom olso proposed lhot the license period for lhe 'Non-Deposit Credit Toking'
business license be longer thon one yeor. We propose lhot the license lo be issued
should be for 5 yeoa, wilh onnuol complionce reviews where necessory. This will
ensure thol inveslors hove on odequole period to recoup their inveslmenl.

Comrnltlee Obrervollon
Ihe Commlllee, whlle conclderlng lhe ctqkcholder ylewr, wot of o dlfrcrcnl vlew lhol
lhe rlokcholder ls confurlng lhc lnlllsl llccncc ond renewoble llcenser.
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CHAPTER FOUR

4.0. COMMITIEEOBSERVATIONS
The Commiltee hoving reviewed the Business Lows (Amendment) Bill, 2024, (Notionol
Assembly Bills No. 49 ot 2024) observed THAT:

The Minimum Core Copitol hos remoined unchonged for the post l2 yeors, which
requires lhe need for its review ond subsequent increose. While it is evident thol on
upword odlustmeni is necessory lo olign with the current economic ond finonciol
environment, the proposed timeline of lhree yeors in the Bill for bonks to meel the
revised minimum core copilol requirements is considered loo short. Extending this
complionce period 1o eight yeors would provide o more procticol ond
monogeoble limefrome for bonks lo roise the required copitol, ollowing them to
sirotegize ond implement meosures thot ensure sustoinoble complinnce without
destobilizing iheir operotions or the wider finonciol sector.

2. The Committee olso emphosized lhe imporlonce of the Cenlrol Bonk of Kenyo
(CBK) ploying o pivotol role in guiding the process. The CBK should offer cleor
guidelines ond o structured roodmop on how instilutions con progressively roise their
copitol within the slipuloted period. This could include phosed benchmorks, toilored
support for smoller institutions, ond mechonisms to monitor complionce while
minimizing disruption to the bonking sector ond sofeguording finonciol slobility. Such
on opprooch would ensure thot the increose in minimum core copitol is ochieved
in o monner thot strengthens lhe bonking sector wilhout imposing undue pressure
on finonciol inslilutions.

3. The proposed penolties for non-complionce with the Prudentiol Guidelines, ony
provisions of the Bonking Act. or ony direclives issued by the Cenlrol Bonk of Kenyo
(CBK) ore structured to promoie odherence to regulolory stondords ond sofeguord
the stobility of lhe bonking sector.

4. The penolties for instilutions or CRBs thot foil or refuse to comply ore copped ot o
moximum of KSh. 20 million. Alternotively, the penolty could omount to three limes
the gross monetory goin obtoined, or lhe loss ovoided os o result of the non-
complionce, whichever is higher. This tiered opprooch ensures thot penollies ore
commensurole with the finonciol impocl of the viololion, thereby discouroging
willful breoches of the regulotory fromework.

5. Corporole Enlilies (Olher lhon lnslilulions or CRBs): For corporote eniities, the penolty
is set ot o moximum of KSh.3 million. This provision oddresses violotions commitled
by non-bonking entities while ensuring thot the penolties ore subsiontiol enough to
ocl os o detenenl.
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6. These regulotory meosures ore noi intended to creote undue finonciol burdens but
to promote responsible ond lronsporent operotions within the seclor. Ultimotely,
lhese provisions ore geored toword fostering o sloble, relioble, ond resilient bonking
environment thot protects depositors, promotes confidence in the finonciol syslem.
ond supports the brooder economic stobility of ihe couniry.

7. The Commitlee furlher observed thot the proposed regulolory fiomework would
grcolly benefit lhe common Mwononchi by esloblishing cleor ond lronsporenl
rcquiremenls for finonciol institulions. Key omong these requirements is the
mondotory disclosure of oll credit costs, ensuring borrowers ore fully informed obout
the totol expenses ossocioted wiih their loons. Additionolly, institutions will be
reqrrired lo provide borrowers with deloiled informotion obout their righls ond
obligolions, empowering them 1o moke more informed finonciol decisions ond
fostering greoter occountobility in the finonciol sector.

8. To locililole seomless lmplemenlolion of lhese chonges, lhe Commitlee noled lhol
lhe six-monlh complionce period oullined in the Eill might be insufficienl for offecled
buslnesses lo fully olign with lhe new regulotory fromework. Recognizing the
polentiol chollenges posed by this limited timefrome. the commitiee proposed
extending the complionce period to l2 months. This omendmenl is intended to
provide businesses with odequote time to odopt their systems, processes, ond
operotions to meei the new legol ond regulolory requirements.

9. The proposed extension reflects the Committee's commilment to boloncing the
need for swift regulotory improvemenis with the procticol reolities of
implemenlotion. Allowing businesses sufficient time to comply, the omendment
oims 1o ensure o smoother lronsition, minimizing disruptions while mointoining the
overorching gool of sofeguording the interests of borrowers ond promoling
tronsporency ond foirness within lhe finonciol sector. Ullimotely, these meosures
seek to build o more inclusive, stoble, ond resilient finonciol ecosystem thot works
for oll stokeholders, porticulorly the everydoy citizen.
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CHAPIER FIVE

5.0. COMMIITEERECOMMENDAIION
The Committee hoving reviewed the Business Lows (Amendment) Bill, 2024, (Notionol
Assembly Brils No. 49 of 2024) recommends lhot lhe Hou3e opproves lhe Blll wlth
omendmenls.
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THE NATIONAL ASSEMBLY
THIRTEENTH PARLIAMENT - THIRD SESSION - 9024

DEPARTMENTAL COMMITTEE ON FINANCE AND NATIONAL PLANNING.
ADOPTION LIST

REPORT ON THE BII INESS LAWS TAMENDMENT) BII,I, /NATIONAL ASSEMBLY BILL
NO. 4e OF eoe4).

We, the Nlembers of the Departmental Committee on Finance and National Planning have pursuant to Standing Order 199,
adopted this Report and affix out signatutes to affirm our approval and confirm its accuracy, validitv and authenticirl today,
Monday, 2.d December 202.
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MINUTES OF THE IogND SITTING OF THE DEPARTMENTAL COMMITTEE
ON FINANCE AND NATIONAL PLANNING HELD ON MONDAY 2ND

DECEMBER, 9O9,* IN HILTON GARDEN HOTEL, MACHAKOS COUNTY AT
lO:3O AM.

PRESENT
l. IIon. CPA Kuria Kimani, MP
2. [Ion. (Amb.) Benjamin Kipkirui Langat, MP
3. Hon. (I)r.) Adan Keynan Wehliye, MP
.+,. Hon. Joseph Makilap Kipkoros, MP
5. IIon. David Mu'alika Mboni, MP
6. IIon. CPA. Joseph Maero Oyula, MP
7. Hon. Joseph Kamau MLrnyoro, MP
8. Hon. CPA Julius Kipletting Ruto, MP
9. Hon. George Sunkuiya Risa, MP
lo. IIon. Dr. John Ariko Namoit, MP
I t Hon. Paul Kibichiy Biego, MP
12. Hon. Umul Ker Sheikh Kassim, MP

ABSENT WITH APOLOGY
l. llon. Dr. Shadrack Muiti Ithinji, MP
2. Ilon. Andrew Adipo Okuome, MP
3. Hon. Mohamed Soud Machele. MP

SECRETARIAT
l. Ms. Jennifer Ndeto
2. Dr. Martin Masinde
3. Mr. Robert Nyagah
+. Mr. Benjamin Magut
5. Ms. Brigitta Mati
6. Mr. Salem l,orot
;. Ms. Winfred Kambua
8. Mr. Benson Kamande
9. Mr. George Ndenjeshe
lo. Ms. Joy Kyalo
t t. Ms. Nelly Ondieki
12. Ms. Gladrvel Amimo
13. Mr. C)nyango Adera
l+. CPA Cyrille Mutali
15. Mr. l,enny Muchangi
16. Ms. Joyce Wachera
17. Mr. Benson Muthuri
18. Mr. Allan Kimani

IN ATTENDANCE

AGENDA
Clonsideration and adoption ofthe following reports

- Chairperson
- Vice- Chairperson

Deputy Director, kgal Services
Director, Parliamentary Budget Offrce
Deputy Director PBO
Principal Clerk Assistant I I

kgal Counsel I
I-egal Counsel I
Clerk Assistant Ill
Clerk Assistant III
F-iscal Analyst III
Fiscal Analyst III
Researcher Oflicer III
Fiscal Analyst III
Fiscal Analyst III
[-iscal Analyst
kgal Counsel II
Hansard Reporter II
Serjeant At Arms
I ntern
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a

Ileport on -fhe -lax procedures (Amendment)(No.2) Bill 2o2.r (National Assembly
Bills No. +6)

Ileport on -I-he Ilusiness Larvs (Amendment) Bill (National Assembly Bill No. i9 of
2o2.*)

MIN NO. NA/F & NP/2094/347,: PRELIMINARIES
1'he meeting s'as called to order at t l.oo am folloued by prayer by IIon. Dr. John Ariko
Namoit, MP
MIN NO. NA/F & NP/9094/9481 CONFIRMATION OF PREVIOUS MINUTES
Confirmations of the mintrtes of the previous sittings u as diflbred to the next sitting

MIN NO. NA/F & NP/2094/3491 CONSIDERATION AND ADOPTION OF THE
TAx PROCEDURES (AMENDMENTXNO.9) BILL eos$ (NATIONAL ASSEMBLY
BILIS NO. 46)
1-he meeting deliberated at length and agreed on the observations and recommendations
contained in Chapter fbur and fir'e of the Report. 1-he Report rvas thereafter adopted rvith
amendments having been proposed by [Ion. Joseph Kamau Munyoro, MP and seconded by
lIon. Joseph Makilap Kipkoros, MP.

(Comprehensive details of the proposed amendments are contained in Chapter Five of
the Report on the Consideration of The Tax procedures (Amendment)(No.9) BiIl 9094,
(National Assembly Bills No. ao)

MINNO. NA/F&NP/2O94/350|1 CONSIDERATION AND ADOPTION OF THE
BUSINESS LAWS (AMENDMENT) BILL (NATIONAL ASSEMBLY BILL NO. 49 OF
zoe+)

The meeting delilrrated at length and agreed on the observations and recommendatrons
contained in Chapter Ibur and five of the Report. 1'he Report rvas thereafter adopted with
amendments having been prolxrsed by I lon. (Dr.) Adan Keynan Wehliye, MP and seconded by
[Ion. CI)A Julius Kipletting Ruto, MP.

(Comprehensive details ofthe proposed amendments are contained in Chapter Five ofthe
Report on the Consideration of the Business Laws (Amendment) Bill (National Assembly
Bill No. 4.e of eoe4)

MIN No- NA /F & NP / 2O94l35I: ADJOURNMENT
There being no oth ss, tlre nreeting rvas adjourned at.2!25 l'M. 'fhe next meeting
rvill be held on

,

rb

)nd l*gr... l-+SIGNED DATE

HON. CPA. KURIA KIMANI, MP
CHAIRPERSON, DEPARTMENTAL COMMITTEE ON FINANCE AND
NATIONAL PLANNING.
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Engineers
Thika Super Highway,
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County Assembly Forum
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Panner
Ernest & Martin Associates
Certified Public Accountants
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Ms. jilna Shah,
Tax Director,
RSM (Eastern Afi:: a)

lst Floor, Pacls C(:rre, slip rd
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Hn lefr Kiragrri
Legal and Tax A:sociate
Grant Thornton
Sth Floor,
Avocado Towers,
Muthithi Rd,
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l.ls. Diana Gichengo
Executive Direc'.or
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Chief Executive Officer
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Chief Executive Officer
Kenya Private Sector Association
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Bankers Association
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Chief Executive Officer
lnstitute of Public Finance
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l.i, l.aban Chege
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Chief Executive Officer
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Kenya Association of Travel Agents
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Dear 'rt r M - ) a- ..t

-. ,.I(EHOLDER ENGAGEMENT ON -filE TAX !''RoCEDURES
-..?:TNDHENT) (NO.2) BILL (NATIONAL ITSSEMBLY BII I i{O. 46 OF
i. i 1r; THE TAX LAWS (AMENDMENT) BILL (t'I/TTIONAL a'!'i i MBLY BILL
rr; 47 OF 2024) AND THE BUSTNESS LA\yS (AM(',.r')tlENT) BILL
t iJ. ,IONAL ASSEMBLY BILL NO. 49 OF 2024i BY THE irHI'AIITMENTAL
.':-,r':tllTTEE ON FINANCE AND NATIONAL PLANNII,IG

The !.r,.. tmental CornmiEee on Finance and National Planning is establis'led Pursuant to
Natior,.r i \ssembly Standing Order 215 which mandates it inter olio, to study orrd review oll the
tegist(ti,,,t refefted to it,

The Tax Prccedures (Amendment) (No.2) Bill (Nadonal Assembly Bill No. 45 of 2024); The Tax

Laws (Am.rndment) Bill (National Assembly Bill No.47 of 2024) and The Business Laws

(Amendment) Bill (National Assembly Bill No.49 of 2024) underwent the First Reading pursuant

to Standing Order I 27(3) on Wednesday, I 3'h November XO74 and were commifted to the
Departmental Committee on Finance and National Planning for consideration and reporting back

to the House. The principal obiect of the Bill (s) is as follows:

l. The Tax Procedures (Amendment) (No.2) Bill (National Assembly Bill No.45 of
2024)i
The Principal Object of the Bill is to amend tie Tax Procedures Act.

2. The Tax Laws (Amendment) Bill (National Assembly Bill No.47 O12024)
The Bill seeks to amend the Income Tax Act, Value Added Tax Act and the Excise Dury Acc

RE: 9

I

I
(.

3. The Business Laws (Amendment) Bill (National Assembly Bill No. 49 of 2O24)



The Bill seek to amend the following three (3) Acts of Parliaments which were referred to
the Departmental Committee on Finance and National Planning among six others which were
referred to the Departmental Committee on Trade, lndustr/ and Co-operatives; -

i) Banking Act (Cap. a88)
ii) Central Bank of Kenya Act (Cap. 49 l)
iil) Micro{inance Act (Cap. 493C)

Pursuant to the provisions of Article I l8(l) (b) of the Constitution of Kenya and Sanding Order
127 (3), the Committee hereby invites you for a meeting to receive your submisslon and
comments on the said Bill(s). The meetings will be held From Monday, 256 November 202{
to Thursday, 28s November 2024 ftom 8.30 a.m. as per the attached schedule.

You are requested rc prepare comprehensive submissions on any represcntations you may
have of the Bill (r) rnd email a soft copy to cna@parliament go.ke on or before the day of the
meeting. Copies ,,"1 rtre Bills are available at the National Assembly Table Office, or on
wwwparliamenego. B,..jthe-natlonal-assembly/house-business/bills.

The Committee's liiri:on Ofilcers for the meeting are Mr. Benjamin Magut who may be

conacted or, Tel. No. 0112974955 or email address:
benlamln.maSut(;ti' rrllament.So.ke: J.lr. Benson Kamande of telephone number
0789459387 or (rrrail address: benson.karnande@parllamengto.ke or Ms. Winfred
KambuaonTel.N:ro72057l777oremailaddress@

Yours

JEREMTAH u/. NDoMBl, HBS
Fon CLERK OF TliE NATIONALASSET'IBLY

Copy to H.E FCPA Ahmed Abdullahl, EGH
Chairperson
Council of Governors
Delta House, Rhapa Road
NAIROBI
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Ms. Miriam Karanja
Ag. Chief Executive Officer
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NAIROBI

Captain Murithi Nyagah
General Secretary & CEO
Kenya Airline Pilots Association
Ofr Airport Nonh Road, Embakasi

NAIROBI

Ms, Phyllis Wakiaga
Kenfa Association of Manufacturers
15 Mwanzi Road opp Westgate
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Mr. Bimal Kantaria
Director
Elgon Kenya Limited
East Gate Road, Off Mombasa Road

NAIROBI

Ms. Susan Maingi
Association of Gaming Operators-Kenya
NAIROBI
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Chief Executive Officer
Nairobi Securities Exchange
NAIROBI
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Ms. Amina Ali t'lohamed
Lead Consultant
Sanaabil Consulting Limited
NAIROBI

Mr. Eric Githua
Chairperson
Alcohol Beverages Association of Kenya

NAIROBI

Mr. Peterson Mendenhall
Chief Operating Officer
Tatu City SEZ

NAIROBI

Greg Murray
KOKO Networks
Rivaan Center, Muguga Green
NAIROBI

Ms. Smita Sanghrrrika
Paftner & Country Lrnd
KPMG East Africa
ABC Towers, Waiyaki Way
NAIROBI

Mr. Donald Wangunyu
Chairman, Kenya Association of
Stockbrokers and lnvestment Bank
NAIROBI



Mr. Maxwell Okello
Chief Executive Officer
American Chamber of Commerce, Kenya
NAIROBI

Mr. Francis Atwoli (NOM), CBS, EBS, MBS
Secretary General and Head
Central Organisation for Trade Unions (Kenya)
Solidariry Building. Digo Road. Gikomba
NAIROBI

Mr. John Niogu
Chief Executive Officer
Petroleum Outlets Associarion of Kenya
Lunga Lunga Square, Lunga Lunga Rd.

NAIROBI

Mr. Stephen Mutoro
Secretary General
Consumer Federadon of Kenya (COFEK)
Rehema Place, Block F-45 Ngong Road/Ring Rd

NAIROBI

Mr, Mbuvi Ngunze
Chief Executive Officer
Kenya Association of Air Operators
NAIROBI

Mr. Samuel Ochieng
Chief Executive Officer
Consumer lnformation Nerwork
KCB Building, Jogoo Rd
NAIROBI

Mr. George Abasy-Nengo
Public Policy Manager
Digital Marketplace Players
Kofisi Square, lOth Floor
NAIROBI

Ms. Agnes Kalekye
Chairperson
Media Owners Association
Ground Floor, Britam Centre,
NAIROBI

Mr. lulrus Opio
Board l)irector
lnterna:ional Chamber of Commerce Kenya
7s Floor, South Tower, Two Rivers, Limuru rd
NAIROBI

IDear S,. /Mc.do.,-1
RE; STAKEHOLDER ENGAGEMENT ON THE TAX PROCEDURES

(r1r'tENDMENT) (NO.2) BiLL (NATIONAL ASSEMBLY BILL NO. 45 OF
1l{t.'4);THE TAX LAWS (AMENDMENT) BILL (NATIONAL ASSEMBLY BILL
I,III. 47 OF 2024) AND THE BUSINESS LAWS (AMENDMENT) BILL
(r'i.l1|gpa1 ASSEHBLY BtLL NO. 49 OF 2074) BY THE DEPARTMENTAL
(:OMMITTEE ON FINANCE AND NATIONAL PLANNING

The Departmental Committee on Finance and National Planning is established pursuant to
National Assembly Standing Order 215 which mandates it inter olio, to study ond review oll the
legislotion referred to it,

The Tax Procedures (Amendment) (No.2) Bill (National Assembly Bill No. 46 of 2024): The Tax
Laws (AmendmenQ Bill (National Assembly Bill No. 47 of 2024) and The Business Laws

(Amendment) Bill (National Assembly Bill No. 49 of 2024) underwent the First Reading pursuant
to Standing Order 127(3) on Wednesday, 136 November 2024 and were committed to the
Departmental Committee on Finance and National Planning for consideration and reporting back

to the House. The principal object of the Bill (s) is as follows;



l. The Tax Procedures (Amendment) (No'2) Bill (National Assembly Bill No.46 of
2024);
The Principal Object of the Bill is to amend the Tax Procedures Act

2. The Tax Laws (Amendment) Bill (National Assembly Blll No.47 O12024)
The Bill seeks to amend the lncome Tax Acq Value Added Tax Act and the Excise Duty Acc

3. The Business Laws (Amendment) Bill (National Assembly Bill No. {9 of 2024)
The Bill seek to amend the following three (3) Acts of Parliaments which were referred to
the Departmental Committee on Finance and National Planning among six others which were
referred to the Depanmental Commimee on Trade, lndustry and Co-oPeratjves; -

i) Banking Act (Cap. 488)
ii) Central Bank of Kenya Act (Cap. a9l)
ii| Microfinance Act (Cap. 493C)

Pursuant to the provisions of Article I l8( l) (b) of the Constitution of Kenya and Sanding Order
127 (3), the Commimee hereby invites you for a meeting to receive your submission and

comments on the said Bill(s). The mee nts will be held From Mondan 256 November 2024
to Thursday, 28d Novembcr 2024 from 8.30 a.m. as per the attached schedule.

You are requested to prepare comprehensive submissions on any rePresentations you may
have of the Bill (s) and email a soft copy to cna@parliamentgo.ke on or before the day of the
meedng. Copies of the Bills are available at the National Assembly Table Oftice' or on
www,oarliamencto.ke/the-national-assembl/house-business/bills.

The Committee's Liaison Oflicers for the meeting are Mr. Beniamin Magut, who may be

contacted on Tel, No. 0712974956 or email address:
beniamin.matut@padiament.go.ke: Mr. Benson Kamande of telephone number
0789459387 or email address: benson.kamande@Parliament.to.ke or Ms. Winfred
Kambua on Tel. No 0120571711 or email address @

Yours

,EREMIAH \/v. NDOMBI, MBS
For: CLERK OF THE NATIc,NAL ASSEMBLY
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l)z
Clerk of the National Assembly
Main Parllament Euilding
P. O. Box 41842-00100
NAIROBI.

KENYA BANKERS

22d November 2024

Advance copy sent via email: llnacecommltteena@Darllament.so.ke

Deat Mr. Somuel Njoroge,

BANKTNG TNDUSTRY SUBMTSSTONS O'{ THE EUSINESS LAWS (AMENDMENT) Brrr, 2024

The Kenya Bankers Association has reviewed The Business Laws (Amendment) Bill, 2024. We have

consolidated feedback from our members on the above Bill as highlighted below for your kind

consideration.

sactlon
of th.

B I

Section 3

Comm.nv Proporal Jurttllc.tlon

Management of Foreign Oirect lnvestments (FDl) Suspend the proposed section untila
comprehensive plan is developed and all
concerns addressed.Potentlal tor Bur€aucratlc Delays; lf the streamlining

process is not well-defined, it could lead to bureaucratic
delays and confusion.

Rlsk of ln.dequ.te Oversldlt: Streamlining processes

without adequate check and balances could lead to
insufficient oversight. This might increase the risk of non-
compliance.

Section
10

The fines for non-compliance set at (es.20M, applicable
to CRg may lead to higher costs of obtaining CRB reports
by consumers.

lndividual fines of Kes. 1M in respect to acts relatinS to a

corporate entity is unwarranted.

Standardize the penalties for banks with those applied to
other corporates. This ensures fairness and equity in the
enforcement of compliance measures, preventing any
sin8le sector from facinS disproportionately severe
penalties.

Development of digital CRB mechanisms is

ongoing. Players require more time to
harmoniu e the data and to invest in the
right seamless infrastructure before the
introduction of the proposed penalties.

To issue fines that are in line with the
nature of non-compliance. Remove
individual fines in respect to a corporate
offence.

Non-compliance with the BankinB Act, the
Prudential Guidelines, or any directions
issued by the Central Eank of Kenya (CBK)

will be unfairly costly to bankinE business.

'.i \l'r ' I P il Bor /110,) 00',lir Nr oo
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Section
11

Timellnes for lncrease of core capltal ls too shon.

Propose a stattered lncrease of Xshs,lB every ycar over
the next 8 years and not 3 Vears as proposed.

Allowing ample tlme presents banks wlth time to merge
more naturally through integratlon of thelr strategles
wlthout disrupting lending.

Reasons:

Ptessure on Smoller Ploye6:
. 24 banks will require to top up their capital (totallin8

Kshs 150 billion) to meet the proposed requirement
and timelines. The affected institutions may struggle
to meet the new core capital requirements, potentially
leadinS to forced acquisitions, mergers, or closures.

Potentiol reduction in competitionl
. Extensive mergers and acquisitions could result in

reduced competition in the industry, leading to market
dominance by a few large banks and reduced
customer choices on service delivery.

Cre d it Access Co nst o i nts :

. To preserve capital levels over the implementation
period, some banks might become more risk-averse
and reduce lending, particularly to small and medium-
sized enterprises (SMEslor individuals perceived as of
hi8her risk. This could stifle economic growth by
limiting access to credit for key drivers of the
economy.

Economic Disruptions from Consolidotion:
. Pushing weaker banks to merge or exit the market

could lead to job losses, reduced branch networks,
and disruption of services to seSments they are
serving (usually in reSions /segments underserved by
larger banks). This could further limit access to
financial services, especially in rural or marginalized
areas going forward.

While the policy aims to enhance stability, the unintended
short-term consequences and impacts on smaller banks,
credit accessibility, operational priorities, and sector-wide
adjustments may be disruptive.

A phased approach, coupled with support mechanisms for
smaller institutions (as well as new entrants), could
mitigate these risks while still achieving the desired
stability.

Whilst the capital raise is welcome, the current economic
shocks (particularly high NPts that require adequate
provisioning by banks that comes at the expense of capital

Proposed timeline may lead to a run on 24

banks - making them unattractive to
strategic partners (lnvestors). The 24

banks employ 6,779 professionals (20,3%

of total employment in the banking sector

It will occasion credit contraction and the
creation of unhealthy competition amonS
financial institutions when lending to
private sector is at its lowest levels of 0.4%.

The affected banks extended Ksh.539.5

billion in loans to private sector (13% of the
total industry loan book) over what top tier
well capitalized banks have done

The proposed gradual increase of the Core

capital within a period of 3 years is too
ambitious for smaller banks as they would
need to inject more capital in the next 3
years.

Having a lonSer period to comply would
be more plausible and enhance fair
competition.

Allowing banks to proSressively build
capital allows them to mature to larger
banks in a more sustainable manner and
encourage potential investors in the
sector.

Banks below the proposed minimum core
capital have mobili:ed Kshs 709.9 billion
deposits (12.6% of the total banking
sector deposits) and these banks occupy
627 premises in their branch network
across the country.



Section
28

Section
50

Section
!7

The Bill introduces regulations for credit guarantee

companies.

It is commendable that the existing credit guarantee

arrangements would not be disrupted but rather a solid
legal framework would be in place to encourage their
growth for enhanced credit growth.

The proposed levy on accreditation, ranging from 3% to
20%, could negatively impact varlous sedors such as

distribution, wholesale, and retail as addltlonal costs
could disrupt their operations.

raise) or sector-specific challen8es could make it harder for
some banks to meet the milestones in specific years,

We propose that there are incentives, such as tax breaks
for retained earnings or lower costs for issuing capital, to
help banks me€t the new core capital requirements
without €xcessive fi nanclal strain.

Revised definition of'Employee' and 'Employe/ to also

include workinS remotely is supported.

The proposed amendment does not
specify whether guarantees, when offered
as part of a bank's regular activities, are
excluded from the scope of the new credit

Buarantee business framework.

RemovinS this levy would help maintain
the competitlveness of these sectors and
avoid additlonal costs that could be passed

on to consumers.

Further, additional registration
requirement for manufactureB ls not pro

ease of doing business.

The expanded definitions in the clause are
a forward-thinking attempt to adapt
employment laws to modern realities, but
they introduce ambituities around worker
classification, employer responsibilities,
and liability.

we propose lntroduction of flexible
compliance mechanisms and standards
that account for the diverse nature of
remote, BPO, and ITES work arrangements,
ensuring compliance without
overburdening employers or stifling
innovation.

Additionally, we also propose the
development of clear guidelines or tests
(e,9., degree of control, economic
dependence) to differentiate employees
from independent contractors, particularly
in remote and gig economy roles.

ln the current digital age, remote working
is increasingly being adopted and
therefore, there is need to incorporate
these realities in the governinB legislative
framework.
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Section
52

We have reservations on expanding definition of
workplace to also include remote location as the proposal
is not clear on how this will be implemented.

This should have a carve-out that exempts employers from
liability arisint from/under Workmen's Compensation due
to injuries at such remot€ locations unles.' the employer
has built and equipped such locations, else this could lead
to unintended consequences arising from a myriad of
litigations / claim due to injuries sustained during workinB
hours at plac€s an employer would otherwise not
contemplate or authorise e.8., entertainment joints.

We would propose adoption of Sharia Compliant Terms
borrowing from the lncome Tax Act, Cap 470 on the
following definitions:

The broad definition of "workpiace" might
lead to interpretation challenges,
especially for tasks performed in transient
or unconventional locations.

We propose that remote work safety
guidelines should be developed to handle
this ambiguity, and further, OSHA

regulations should include specific

Buidelines for remote workpla€es, such as

minimum standards for home office
setups.

Further Suidelines should also be
developed to clarify "Workplace"
boundaries, and to provide clear examples
or criteria for what constitutes a workplace
in non-traditional settings to avoid
ambi8uities and potential disputes.

Currently under OSHA / Wl8A, an employer
is expected to ensure safe and conducive
workinB environment/ place of work. How
willthis be enforced/inspected in instances
where employees work from remote
places where the employer has no view of
the safety measure in case of work-related
injuries?

While the obje€tive of proposal is to
facilitate implementation of the Act as the
similar definition was first introduced in

the Affordable Housing Regulations, 2024.

The proposed amendment is vaSue and
ambiguous.

Sharia Compliant Facility is also not defined
in the Act and there is no reference to
Sharia Banking.

The proposals are welcome for the banking
industry.

The shorter time frames will encoura8e
uptake of financinB for affordable housing
projects by bank. Additionally, the
reduction in recovery efforts and timelines
will ease NPL ratios associated with
affordable housing.

Additionally, shortened timelines
streamline the le8al and administrative
processes associated with default

Section
s3 (b)

Section
54&55
Sectlon
90 (2), eo
(3) ond
e6 (2) ot
the Lond
Act

lnterest.
lslamic Finance Return.
lslamic Finance ArrangementlI

The amendment to Section 90 of the Land Act introduces
a shorter timeline for rectifying defaults under €harges
related to affordable housing, reducing the period from
the generalthree months to forty-five days.

The amendment to subsedion (3), paragraph (e) of
Section 90 of the Land Act introduces a shorter timeline of
forty-five days for sellinS charged land in cases of default
related to affordable housing

The amendment to subsection (3), paragraph (e) of
Section 90 of the Land Act introduces a shorter timeline of

,ri, il ,l,l(
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forty-tive days for selllng charSed land in cases of d€fault
related to affordabl€ housing

manatamcrt allowing banks op€fational
efflclency that would have otherwis€ bren
compromisd on pmlonSed oourt
proceedlnts or dlsputc resoluuon costs.

Bank will also be able to mltltate ltainst
the complextues of managlng long-
standlnt defeult cases, frceing up
r€sourcB for othar strate8ic lnludrres.

Dated thls 22d Day of Nov€mber 2024

Raimond Molenje
At. CHIEF ExECUnVE OFFICER

KENYA BANKERS ASSOCIATION

Kenya Bankers Association, lnternational House, 13rn Floor Mama Ngina Street, P.O. Box 73100-00200, Nairobi,
KenyaFelephooe: {+254 20) 222!704 / 2217757 / 22240t4 / 2224015. Mobile: (+254 02)0733812710 /O1lL5629lO
Email : Dlo@l!ba.co-ke. Websiter www.kba.co.ke.



,<)D
KENYA BANKERS

22d Norrember 2024

Somuel Nioroge, CBS

Clerk of fhe Nolionol Assembly
Moin Porlioment Building
P. O. Box 41842-00'100
NA|ROB|.

Advonce copy senl vio emoil: fi nocecommitteeno@oorliomenl.oo.ke

DearSomul,

We refer lo your public nolice issued on l4h November 2024, inviling lhe public ond stokeholders lo submil
memorondo on fhe Tox Lows {Amendmenl) 8i11,2024 lo th€ Deporlmenlol Commitlee on Finonce oM
Nolionol Plonning in complionce wilh Arlicle llSlll{bl of the Conslilulion.

Kenyo Bonkers Associolion hereby submits on beholf of lhe Bonking lndustry proposols on The Tox Lows
(Amendmenll Bill,2024 for your considerotion.

We ore hoppy lo provide oddilionol informolion or clorificolions os oppropriole. We would olso oppreciote
on opporlunily lo oppeor before lhe Deporlmenlol Commitlee on Finonce ond Nolionol Plonning, lo further
deliberole on lhe proposols.

I om ovoiloble for ony furlher discussions on our submissions ol your convenience

Yours foithfully

Roimond Molenie
As. CHIEF EXECUIrVE OFFICER
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2. Abouiihe Bcrnking Ser:ior in i(errycr

According to lhe Cenlrol Bonk of Kenyo Bonk Supervision Report, 2023r, os ot December 31.r,

2023, lhe Kenyon bonking sedor comprised of 38 Commerciol Bonks, I Morlgoge Finonce
Compony, 1 Morlgoge Refinonce Compony, l0 Represenfolive Offices of foreign bonks, 14

Microfinonce Bonks (MFBsl, 3 Credit Reference Bureous (CRBs), 23 Money Remittonce Providers
(MRPs), 8 non-operoling bonk holding componies, 32 Digitol Credit Providers (DCPs) ond 74
foreign exchonge (forex) bureous.

Ihe bonking seclor sloff levels increosed by 1,826 (5.1 percent) from 36,107 in December 2022,
to 37,933 in December 2023.

The reporl olso indicoles thol os ol 3l" December 2023, the gross loons ond odvonces by lhe
Commerciol Bonks omounted to KES 4.2 lrillion, on increose from KES 3.6 killion os of 3l'l
December 2022.

Ihe lorgesl proporlion of the bonking industry gross loons ond odvonces os ol 3l'r December
2023 were chonneled to lhe Personol ond Household (l.l trillionl, Trode 1762.2 billion),
Monufocluring (633.5 billion) ond Reol Estote (505.8 billion) Sectors. ln totol, lhese four
economic seclors occounled for 71.30% of gross loons in December 2023.

The obove stolislics highlight, ol o high level, lhe significonl impocl lhot the bonking sector hos
to Kenyo's economy. This meons thot the lox policy of lhis sedor musl be designed corefully
lo ensure lhot the seclor continues to thrive ond effectively ploy ils role in focililoting other
sectors lhrough lhe odvoncement of credil.

2.1 Ioicrl To)( Coniribuiion oi ihe Srni<ing s,lciDr in 2023

As per the 2023 Totol Tox Conhibulion Study2 underloken by the Kenyo Bonkers Associolion in
coniunction wilh hiuC

i) The Bonking Seclor hos conlribuled o totol of KES 824.98 bn in loxes to lhe exchequer
from 20]8 lo 2023.

ii) The 43 bonks ((37 bonks ond 6 Microfinonce) lhol porlicipoled in lhe sludy mode o Tolol
Tox Contribulion of KES 190.26 bn represenfing 8.78% of lolol loxes collecled in Kenyo.
This remoins o significont contribulion given thot this conlribulion is mode by 43

j hllos://www cenlralbank oo kelrroloa.ls/bankino sp.,.tr e ual reoorls/1035327448 2023o/"20 Annralo/"2oReoorl odf

nlenUu loedsl20241101K T -T n
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toxpoyers ogoinsl o bockground of opproximotely 8.1 million3 {os ol 30rh June 20241

oclive loxpoyers in lhe counlry.

iii) The 43 porlicipoting bonks bore loxesa /expensed toxes omounling to KES 102.52 bn in
2023.

iv) Toxes collecleds on beholf of the Governmenl by lhe 43 bonks who porlicipoled in lhe
sludy omounled fo KES 87.74 bn. Bonks generole the commerciol oclivity lhol gives rise

lo lhe loxes ond lhen collects ond odministers the toxes on beholf of lhe Kenyo Revenue

Authority ("KRA"I. ln the obsence of lhe bonks, these toxes would not hove been
collected. Therefore, loxes collecled ore o key indicolor of lhe wider economic
conlribulion by lhe sector.

v) 28.59% of corporote toxes in Kenyo were poid by the bonking sedor in 2023.

v0 Volue Distribution6-For lhe 43 bonks thol porlicipoled in the study in 2023, for every KES

100 of profit lhey mode, they poid KES 57.17 lo lhe govemment os loles, KES 27.80 in

employee emolumenls ond KES t5.03 to shoreholders in form of dividends.

vii) The bonking secto/s conlribution 1o toxes lhrough PAYE collected omounled lo KES

28.93 bn represenling 7.79%ollolol PAYE collected in Kenyo.

The obove demonslroles ihe bonking sedor's significonce in ils conlribulion lo the exchequer

lhrough bolh poyment of toxes os well os o tox colleclion ogent. Consequenlly, the lox policy

of this seclor should be corefully struclured to ensure lhot lhe sector conlinues to thrive ond
effectively ploy its role os o loxpoyer, lox collecting ogenl ond mosl fundomentolly ovoiling

credit to the economy wilh eose.

Hoving regord to lhe obove, we propose lhot the following sections of the lncome Tox Act ore

omended lo provide o conducive environmenl lhol spurs growth of the seclor ond lhe economy

os below.

r hl!!Bs//www lqa qo ke/news-center/press-releasel2122-kta-tecotds-'l 1- 1 -qrowlh-rn'revenue,colleclroa

' are the bank's own contributaon in taxes lhat impacl their results, e.g., corporation lax, irrecoverable VAT. VAT on imporled
servic€s, withholding taxes bome.

t Taxes collecled aae those which arc generated by a company's operations and are collecled from others on behatf ofthe
govemmenl, e.9., income tax deducted under PAYE, employee porlion ot Social Security such as NSSF, withholding taxes collected
on paymenls to suppliers. withholding VAT and net VAT.
6 l/alue distribuled" consists of the sum of taxes paid, employee emoluments and incenlives and dividends paid to sha.eholders
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3. Proposols frorn lhe Bonking Seclor on The1-ox Lows {omendmenl) Bill,2024

I lnleresl lncome eomed from
lnfrostruclure/Geen bonds (with o molurily of
more lhon 3 yeors) is exempl from tox os per
Porogroph 60 of Port I ol lhe First Schedule of
lhe lncome Tox Act.

'lnleresl income occruing fron oll lisled bonds,
noles or olher slmllor squrilies ud lo roi*
funds for lnfrntuclure, pro@s ond ossels
defrned under C,r*n Bonds Slondords ond
Guldelines, ond other sociol *ruices: koi&d
lhol sudt bn&, notes or securilies sholl haye o
molutily of dl le6l lhr* leori

We propose lo conllnue exempting from lox
inleresl income eorned Green/lnfrostrucfure
bonds by:

I. Deleting S€ction 14 {dl of the Tox Loars
(Amendmentl Bll ,2024

2. Deleling Seclion 15 (b) {i} port lwl of ttre
Tox Lons lAmendmenl) Bill ,2024

3. Delellng Secllon 15 (b) (10 (A) of ttre Tox
Lows lAmendment ?ill ,2V24.

Themolic bonds such os Green, 5o
Sustolnobllity ond tustoinobilfi-Lin
IGSSS), Blue bonds uptoke in Kenyo I

behind olher morkets such os Tonzo
Soulh Africo, Nigerio ond Morocco.

Ihe inlroduclion of WHT on GSSS Bo

wlll only homper lhe momentun
doreloping this morkel ond furlher er
lhe goins mode over lhe yeors.
bonds will be less ottrocli\€
subsequenlly discouroging inveslme

this toxollon will olso set the cou
bock in ils privote inveslmenl fl,

lowords sustoinoble proixls lhol
crllicol lo ensuring the coun
lronsillon lo o green ond inclu
economy. Prolecls such os gr
buildings, climole-smorl ogricull
offordoble homes, wosle monogefi
ond bus ropid lronsil lhot hove
poleflliol lo creqle numerous i'
promole sociol rrell-being
conlrlbule lo o heohhier environmenl
b€ dftected-

5%wllhholdhgTor
on lnlor€sl eomed
from
Green/lnfrclnrlure
Eonds

'Section 14 (d) and
15 (b) of the Tox
Lorars lAmendmentl
Bill ,2024.
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2 The rr'rord poid is defined under Section 2 of the
ITA m follows:

'Poid' includes dislribuled, credited, deoh with
or &end to hote b*n poid in lhe interest or
on beholf of o person.

The Courl of Appeol in the cose! of Kenyo
Revenue Authorily ond Republic (ex porte: Finlel
limitedl provided on inlerpreloflon of the
definilion of the words 'poid' ond 'upon
poymenf lo include occruols.

We propose lhot seclion 2 of the IIA be
omended lo define poid os:

Wordlng ln the blll

A new proviso be odded in lhe To( Lovrrs

lAmendment) Bill ,2024 immediotely ofler
seclion 2 {dl of the bill ond reod os follows;

(el by deleting lhe definilion of 'poid' ond
subslifuling lherefor lhe following new
definition.

' pold' includes distn'bulefl credild, deoh with
or &md lo hoe fun poid in the inleresl or
on beholf of a person ond shdl nol include
occwnllng occruols.'

Toollon of Gr€en Bords ln O
,'/bd(ets

ln Nigerio ond EgyptT ore lcx e)(emF
othocl inveslrnenls in green proiecls

Exdude WHT on Accruols

The requiremenl fo wilhhold ond
toxes ol the point of occruol
occosioned cosh flow issues for
toxpoyers given lhql il mokes
inoccurole ossumplion thot loxpo,
olreody hove lhe cosh lo poy
suppliers by toking o mere occruc
lheir books. This is nol the finor
reolity os businesses ore lorced lo
toxes well in odvonce using lhe c

meonl for business operolion be
lhey con roise or plon lo poy
suppliers.

Ihis goes ogolnst lhe principles
wilhholding lox given thql WHT is
ogency lox ond is supposed lo
lncuned by lhe poyee ond not lhe po

This situolion hos been m
significonlly worse with the requken

Proposol fo snend
dednllion of the rrord
?oH' under lhe
lncome Tor Acl

'A request for the
item to b6 lncluded
in the blll.

'hIps:/twww.debine.

8 hltosr/kenvalaw.oro/caseladcases/vteW'l 67696/
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3 The Finonce Ad 2O2S lnlroduced lwo PAYE tox
bonds to indMduol roles of tox by omending
porogroph I of Heod B of the lhird schedule of
the lncome Tox Act. The cunent lndMduol roles
of To< for PAYE ore os below;

Annuolly

Rote in eoch shilling

On lhe ffrst lGh. 288,000 l0%

On lhe next Ksh. I0O,0OO 25%

On the nexl Ksh.5,612,000 30%

On lhe nexl Ksh.3,600,000 32.5%

On oll income over Ksh. 9,600,000 35%

The lhird Schedule io lhe lncome Tox Acl is
omended.

Wordhg ln th€ blll

A new proMso be odded in lhe To< Loirr
lAmendmen0 Bill ,2024 immediolely ofta
seclion 15 (bl livlol lhe bill ond reod os follor,vs;

(vl by delefing porogroph I ond subslituflng
lherelor ltre followlng new porogroph-

l. The individuol roles of to< sholl F-
Rote ln eoch shilling

OnthefirstKsh.2E8,ooo l0%

On lhe nexl Ksh. l0O,00O 25%

On lhe nexl Ksh. 5,612,000 30%

lo wilhhold ond remit WHT wilhin
working doys os businesses hove lo
cosh lo ffnonce lhe WHT wilhin o '

short period.

Employees ond experls engoged ol
level ore reverling io consuhc
engogemenls insleod of di
employment furlher denying ranenu
the o<cheqter since ltre lwo PAYE b
of 32.5% & 35% ore obove the corpo
tox role of 30%.

The upper eorners in Kenyo contdl
significonfly lo employmenl creo
lhrough lhe numerous MSrvlEs ownei
thls cotegory lhus help lo oddress
youlh unemployrnent choller
lncreose in loxes would leod to collo
of ltrese MSMEs ffnorrced model lhro
solories of highlncome eomers.

Ihe nel toke home of employees
okeody been signtficontly reduced in
recenl posl due lo lhe increoses in
Nolionol Sociol Secudly Fr

inlroducllon ol ttre Affordoble Hou:
levy os well os Sociol Heollh lnsurc
Levy.

Furlher, lhe redudion in lhe net I

home of this colegory of employees

PAYE To( Bonds of
35% ond 32.5%

'A requBt for the
ftem to be lncluded
ln ths bill.

,vlonlhly

On lhe first Ksh. 24,000

On lhe ne)<t Ksh. 8,333

on lhe nod Ksh. 467,667

I0%

25%

30%

3lPage
Kcnyi BJr)k!rs AssociJtion, lnterrrationnl House, rltL floor Mnnra Ngirn Strcet, p.O. aox TJtoo.oo:oo, Nairobi, KeDyi I elephorrc: ( ri54 :o)
.!771t7otti11t7757111 !4 o r.1/tl t+otS Mobilc: ( , t5.t ot ) oTljg r !77olo7 5629 ro Irlri il: irt fo@liba.(o.kc Wcblitc: M/!v\v.kbJ..o.kc.



On lhe nexl Ksh. 300,000

On oll income orrer Ksh. 800,000

32.5*

35t
signmcon y redwed their obilily
service bonk loons ond hence increo
NPLS.

The spending by upper-inc(
con$rmers creoles locol employrnet
Kenyo lhrough personol housel
seMces, school fues, enlerloinn
omong olhers thot employ low-w
uo*ers. Toxing lop eorners more
resuhed in lower spending on lt
colegories, ond less locol employme

lnequtly ond tuHk Bockbtr

Pefc€pllon of UnHmess: Cillzens h

perceid hlgh personol loxes os un
especlolly wtren corporotions a
louer lox rotes, hos led genero
dissolfuion.
To< Aroldonce ond hrosbn: furthe
this policy chonge, lhere 's bound k
on increose of coses of lndMdr
seeking loopholes or resorl fo
evosion strolegbs lhol moy uhimo
undermine tox complionce ond
revenues.

Shlft ln Employment Prrefurences: I
personol toxes moy discouroge for
employment ond leod lo o rise

4lPage
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4 Cunenlly Aps ore nol recognized in our tox loirrs.
The ncrlionol Treosury hod through Finonce Bill
2024(Section 12 of Finonce Sill,2024l
recommended lnclusion of Aps in lhe income
Tox Acf-

We recommend lhe inclusion of unilolerol,
bilolerol ond mullilolerol APAs in the Bill.
The scope of the APA legislotion should cover
lhe below ilems:

. Cross border reloled lronsoclions in
scope;
. Tronsler Pricing melhods wilhin scop€
. Delerminolion of ormt lenglh price
. Deffnifion of ony relevonl lerms; ond
o Crilicol ossumplions ond olher
condilions.

informol or gig ecommy \r,/ork, wl
often hcks benefits ond proleclions.

torcr Enfieprcneurlol Acllvtly: Aspi
enlrepreneurs moy find the ffnor
risks oulweigh lhe re\ rords, slii
innovollon ond lob creolion.

Gilobol Compellllveness

Atlroclieness lo Globol Tokent t
personol loxes moke o counlry
otlrocti\re to inlemolionol professior
inveslors, ond expofioles compore
nolions wilh lower roles.

I . Enhonclng lo( certolnly
ptedlcloblllty

APAs provide toxpoyers wilh certc
regording lhe lronsfur pricing
melhods opplied on cross-bor'
reloled porty lronsoclions lor o speci
period, typicolly up lo fire yeors.
helps loxpoyers plon their operoli
more effectively, reducinq the risl
unexpecied tox liobililies.

lncluslon oI
leglsloibn relollng to
Advonce Prldng
&rongemenb IAPA

'A r€quost for the
ltom to be lncluded
ln the blll.
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2. Effcbnt use of resources for I
topoyers ond nenue orthorllles

Admlnlsholhrc effciency, For lhe l,

APAS will streomline lhe odminishc
process os odoplion ol on ,

fromewo* will errenfuolly reduce
number of resources spenl conduc
oudils. this efficiency would ollow
KRA to ollocote ils resources n
efiech/ely, focusing on high-risk or
ond other crilicol lox motlers.

Effdenl use of resources by ,oxpoy
Once toxpoyers hove ogreed on on ,

fromewo*, lhe foxpoyers will
undergo lronsfur pricing oudils for
period of the APA. Audils con't be cr
ond lime consuming ond lherefore
APA fromework will free up
resources of lhe toxpoyer.

3. AtoHoce of dorrble tototlon

Aroldonce of double loxollon: Bilot
ond mullilolerol APAS inv
ogreemenls between mulllple
iurisdictions, ensuring lhot lhe s<

lronsfer pricing opprooch is oppl'ec
tronsoctions ocross mufi

iurisdiclions. This coordinolion wr
help prevent double loxolion, which
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be o significonl burden for mullinolir
enlerprises.

lnlemotlirnol coopeEllon: lmplemen
APAS foslers better coopero
between Kenyo ond olher
iurisdiclions. Ihis colloborolion wr
enhonce Kenyo's reputolion os o
ond predictoble tox environm
othocling more foreign inveslmenl.

4. Encouroging Invesrment
economk growfh

lmreslment sllrocllon: The certointy
predictobilily offered by APAs will m
Kenyo o more othoclive deslinolior
foreign direcl inveslmenl (FDl). lnves
ore more likely to commil lo long-f
proiects when ttrey hcre confidenc.
lhe stobil'rty of the lox regime.

Economlc growlh: By foslering o n
predicloble ond sloble lox environm
APAS contribule lo overoll econc
growlh. Businesses con plon ond in
wilh greoter conftdence, leoding
increosed economic oclivity ond
creolion.

There ore lhree lypes of APAs
should be included in fhe Bill: -
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Unllolerol APAs: Agreemenls betwe(
loxpoyer ond o single tox outhorily.

Bllolvol APAs: Agreernenls invoMng
loxpoyer ond lwo lox outhori
typicolly lhe toxpoye/s home cou
ond onoiher counlry where lhe loxp{
operoles.

Mulllhterol APAs: Agreemenls invol
lhe lo<poyer ond mulliple tox outhori
covering more lhon t'ro iurisdiclions

We recommend including oll lhree ty
of APAs in lhe Bill. This will ensure
loxpoyers ore oble lo benefil from
APA fromevro* in instonces invol
either iusl lhe KRA or KRA ond o
re\renue outhorilies hence otfering
cerroinly lo lhe loxpoyer thro
muhiple ovenues.

8lPa9e
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MEMORANDUM ON THE BUSINESS LAWS (AMENDMENT) BILL,2024 (NATIONAL

ASSEMBLY BILLS NO.49 OF 2024) RELATING TO THE PROPOSED AMENDMENTS

TO THE MICROFINANCE ACT, CAP.493C

Pursuant to Article I l8 of the Constitution, I wish to propose the following amendments relating
to the Microfinance Act, for consideration by the Depanmental Committee on Finance and

National Planning.

As you are aware, Articles 31,40 and 46 ofthe Constiturion espouses the right to privacy, the right
to propcrty and mnsumcrs rights, rcspectivcly. Additionally, thcrc have bccn an incrcasc of cascs

of borrowers being arbitrarily deprived of their propeny and entering into unconscionable and

unfair borrowing arrangements which arc charactcrizcd by cxorbitant, punitive and excessivc
interests rates that do not give material disclosure.

Further, the non-deposit taking microfinance business is largely unregulated and there is need to
create standards to ensure consumcr protection. In view ofthe forcgoing, I proposc the following
amcndments as supponcd by the rclevant j ustifications, for your consideration-

Clouse

Clouse 19

Proposed Amendment
THAT. clausc l9 of thc Bill bc amendcd

in the proposed new section 53 -(a) in subsection ( I F
(i) by inserting the words

"and recovery"
immcdiately aftcr the

words "for lending"
appcaring in paragraph

(a);

(ii) by inserting the following
new paragraph

immediately after
paragraph (al-
(aa) disclose all the

charges and terms

relating to a loan

before granting a loan

to a borrower:

lustificotion
To cnsurc that borrowers arc

informed on the procedure for
recovery ofdebt.

Obligates

borrowers
procedures

lender to inform
on recovery

To obligate lenders to give

fu and material disclosure of
the charges and terms relating

to the loans so that borrowers

are fully aware of the

consequences of the

borrowing arrangcmcnt.
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Proposed Amendmcnt tustification

(b) in subsection (2) by inserting the

words " recover a non-performing
loan as a civil debt and"

immediately after the words

"micro-finance business shall"
appcaring in the opening

statement.

(c) by inserting the following new

subsections immediately after

subsection (2)-
(2A) A non{eposit taking

microfinance business

shall comply with the

requirements of Article 3l
of the Constitution and the

Data Protection Act in
lending loans and recovery

ofdebts.
(28) A
microfi

n8

ncss

shall i
toa

notice
of its
a debt.

(2C) A non{eposit taking
microfinance business

shall recover from a debtor
with respect to a non-
performing loan the

maximum amount
prescribed undcr

subsection (2D).
(2D)The maximum
amount referred to in
subsection (2C) is the sum

of the following-

(a) the principal owing
when the loan becomes

non-pcrforming;

To protect borrowers from the

predatory tendencies of the

lenders to arbitrary rccover

debt on loans by subjecting

the loan recovery process to
the procedures anvisaged in
the Civil Procedure Act.
To protect the borrowers right
to privacy and unnecessary

disclosure of sensitive

information by obligating
lenders to comply with
provision of the Constitution

and the relevant law on data
protection.

To require lenders to give

rcasonablc notice to
borrowers before debt

necovery and exercise of the

right of lien.

To sel the limit on the

maximum amount that can be

recoverable on a non-
performing loan by a

borrowcr.

In order to protect the

borrowers from predatory

tendencies of lenderc to
collect punitive and excessive

interests over and above the

principal amount,

The proposed amendment

subsequently seeks to protect

borrowers who had cxisting

ue adequ

borrowe

b
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Cloxe PrrytdAnahu*
(b) htercst, in acco'rdaace

with thc cmtrEct
barveoo 6o dcbtor and

thc non'dcPorit telring

microfoaocc hriacss,
not cxcccding thc

DriDcipal owing whco
the lom bccomcs m-
pcrfoamiry; sDd

(c) expcorcr incuncd in
tbc rccovery of any

l$ounts ow€d by the

dcbtor.
(2E) This sectioa shall apply with
regpcct to Imas madc bcfm fris
gcction coocs into operatioD,

inchrding loens ttst havc bccomc

norpctformiag bcforc thie scctioo
cornes into operation:

Providod ther whsr loanr becomc
non-performing beforc thir soction

corros itrto oporation, ttG
mrximum anouat refemod to in
subscction (2C) shall be the

following-
(a) thc pflncipal snd

inErcst owing on the

daY ttir sgction com*
iato operation;

(b) htercat, in acoordaoce

wifi thc cotrtrlct
bctwecn thc dcbtor and

thc nor&posit t*hg
microfinrncc bosircas

accruing aftcr tbc &y
this saction comcs into
opeation, trot

cxcccding thc prircipal
8nd itrEr€st owing ur
the dey fris section

J@tua
loror prior to tbc caaamont of
thc AcL
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Clause Proposed Amendment Justification

To cnsurc compliancc with
the provisions of the Act on

consumer pKrtection, the

proposed amendments creates

an offence to guard against

non-compliance.

The proposed amendments

further provides that the

Ccntral Bank may suspcnd or
revoke a licence of a non-

deposit taking microfinance

business to ensure compliance
with the provisions of the Act.

Thc proposed amendments

seek to protect consumenr

from thc punitivc and

comes into operation;

and

(c) expenses incurred in

the rccovery of any

amounts owed by the

debtor'
(2F) If a loan becomes non-
performing and then the debtor

resumes payments on the loan and

then the loan becomes non-
performing again, the limitation
undcr paragraphs (a) and (b) of
subsection (2D) shall be

determined with respect to the

time the loan last became non-
performing.

(2G) Subsection (2D), shall not

apply to limit any interest under a

court order accruing after the order

is made.

(2H) A person who fails to
comply with the provisions of this

section commits an offence and

shall be liable upon conviction to a

fine not exceeding five million
shillings or imprisonment for a

term not exceeding five years or to

both.

(21) The Central Bank may

suspcnd or rcvokc a liccncc of a

non-deposit taking microfinance
business by written notice to the

holder of a licence, if the non-

deposit taking microfinance

business fails to comply with the

provisions of this Act

(d) in subsection (3) by
inserting the following
proviso-
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CIue PtrydAnctbtat tad@t
cxcccciw nrortty iatcrtats

Providd th.t tha by sctting thc intlrcat at ao

iatcrtrt @ a loan ghall annual rac.
bc chargcd rt an annual

r.te.

C{)NCI,USION

It ir proporcd 6at thc Dclcrtmcatal Cmmitlcc on Finaocc od Natiooel Plming docs tlkc into
cmsideratior thc proposed am€odm€nts which scc*s to protcct 0rc Kcoyan poqh Aom prdrtmy
lcnding, Furthcr, thc propored amcn&naots rcck to providc regulatcy standadr in the ooo-dcporit
nking microfimncc hrsioesc.

Sub,miuod for oolrsidctrtiotr-

Datd thc TWENTY FIRST day of NOVEMBD,R 2024

siSBcd

IIon Lerlr Njryd


