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Name of the Parent Act : The Capital lVlarkets Act, (Cap. 4854)

Enacted Pursuant to : Section 12 (1) of the Capital lVarkets Act

Name of the Ministry/Department: The National Treasury
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Gazetted on

Tabled on

26th February,2016 (Legal Notice No.37 of 2O16)

PART II

1. Purpose of Statutory lnstruments

The Kenyan Vision 2030 has identified several sectors as the key drivers of the

economy, in order to sustainably achieve average economic growth of 10 per cent,

reduce poverty levels and boost food security. ln addition, recent discoveries of oil, gas

and other mineral resources are likely to sustain the creation of new industries over the

next few years. Finally the country's potential for clean energy use in geothermal,

hydroelectric, wind and solar power also supports the creation of a large energy sector

that can support the growth of the broader region. As these sectors flourish, the capital

markets will be well placed to offer spot markets and derivatives markets based on

agriculture, energy and mineral/metal commodities.

Kenya's financial markets have reached the level of sophistication from which it can

move to the next stage with the introduction of derivative markets (both financial and

commodity derivatives). A well regulated derivatives market is therefore critical in

realizing the full potential of the commodities and financial sectors in Kenya.

The requirements in a derivatives market are different from those of the cash securities

markets. Whereas in securities markets the time between trading and settlement, when

the two parties, are exposed to each other is typically measured in days, in derivative

markets it may be measured in weeks or month
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2. Legislative Context

The Capital l\4arkets Act was amended by the Capital Markets (Amendment) Act, No.48
of 2013, to introduce anchoring provisions for the regulation of derivatives market in
Kenya.

Prior to the enactment of The Capital lVlarkets (Amendment) Act, 2013 (assented to on
24th December 2013 and with the commencement date of 10th January 2014), The
Capital Markets (Futures Exchanges)(Licensing Requirements) Regulations, Legal
Notice No. 108 of 2013 had been issued on June 18th 2013. These Regulations provide
for the licensing and supervision of futures exchanges by the Capital Markets Authority.

The Capital fVlarkets (Business of Derivatives), Regulations 2016 are proposed to repeal
and replace the Capital lVarkets (Futures Exchanges)(Licensing Requirements)
Regulations, issued under Legal Notice No. 108 of 2013.

The objective of the extensive revision of the existing Regulations is to implement the
provisions of the Capital lMarkets Act through an expanded scope of the subsidiary
legislation covering the entire spectrum of derivatives markets. This includes regulation
of derivatives exchanges, clearing house, derivatives contracts and derivatives brokers.

3. Policy Background

The Government of Kenya through a policy pronouncement by the then Deputy Prime
Minister and ft/inisterfor Finance, in his June 10,2010 Budget Speech, announced that
steps would be made towards developing institutional and legal frameworks to introduce
a commodities and derivatives exchange in Kenya.

Subsequently, the Futures Exchange Programme was initiated by the Minister of
Finance, resulting in the establishment of the Futures IVlarket Committee comprising
lVlinistry of Finance, Capital Markets Authority (the Authority), State Law Office, Ministry
of Environment and Natural Resources and the Ministry of rrade.

The Policy Framework for the Establishment and Operations of a Derivatives lVarket
was adopted in April 2013. The Policy recommended the need to have a legal and
regulatory framework that provides for an oversight role by the Capital lVlarkets
Authority, disciplining those who try to manipulate the markets for their own benefit and
ensuring the sanctity of contracts. This includes providing a licensing criteria for the
market participants that meets the high standard required for futures and derivatives
business. The policy is benchmarked to the Principles issued by the lnternational
Organization of Securities Commissions (IOSCO) which is the global standard setting
body in securities markets.
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The derivatives market will aid wider risk management for the whole economy through
introduction of foreign exchange, interest rate and equity based derivatives. Additionally,
the derivatives markets will introduce a more open, efficient and adequately regulated
commodities markets covering a wider range of products.

4. Consultation Outcome

The Regulations were exposed for stakeholders and public comments for a thirty (30)
days period commencing September 16,2013 to October 16, 2013.

The Authority received several responses from the stakeholders and the public. The
Nairobi Securities Exchange was a key stakeholder in this process.

The following is a summary of feedback obtained from stakeholders -
(a) Commercial banks should be allowed to be clearing banks. lt was clarified to

stakeholders that the draft Regulations do not restrict banks from engaging as

clearing banks. Additionally, any entity which meets the prescribed criteria can
become a Derivatives broker.

(b) Approval of futures contracts. There was a concern that futures contracts do not
require prior approval from the Authority. A benchmark on the best practices in
other jurisdiction (tt/alaysia, China, USA, lndia, UAE-Dubai) showed that futures
contracts require prior approval by the regulator and therefore the need for prior
approval was retained.

(c) The provision that distinguished futures contracts from gaming and wagering
contracts was noted to be limiting the application of another Act of Parliament.
This provision was moved to the Capital f\4arkets Act through the Capital Markets
(Amendment) Act, No. 48 of 2013.

(d) Grant of exemptions. Granting of exemptions from any of the provisions is not
contemplated in the Regulations with sufficient safeguards to ensure proper
exercise of discretion by the Regulator.

(e) Fit and proper test for substantial shareholders of an applicant. A substantial
shareholder is defined as any person who is the beneficial owner of, or in a

position to exert control over, not less than 15% of the shares of the body
corporate. The threshold is even lower than that in the banking sector where a

shareholder with 5o/o or more must be vetted.

(f) Annual license fees. The draft was revised to ensure consistency in all reference
in relation to licensing fees and annual fees. However, the licensing fees for
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derivatives brokers was set a nominal figure of Kshs. 50,000 in order to ensure
ease of access and spread of the services across all counties.

(g) Sfakeholders' sought to know whether Electronic Funds Transfer was provided
for. lt is confirmed that the derivatives exchanges will adopt modern technology
including leveraging on the existing money transfer platforms including lVlpesa.

(h) Ihe stakeholders sought to know whether the stipulated market offences list was
comprehensive enough. The stipulated derivatives related market offences seeks
to expound and complement the general provisions on market offences under the
Capital Markets Act. The applicable penalties are also stipulated under the
Capital markets Act.

ln order to ensure that the proposed regulations meet global best standards, the
Authority sought input from its peers both locally and internationally. The Authority
received insightful comments from Securities Commission of [Vlalaysia, China Securities
Regulatory Commission Dubai Financial Services Authority.

The Authority welcomed the comments and incorporated all appropriate proposals into
the draft Regulations.

5. Guidance

The development of the Policy Framework on Futures and Derivatives involved wide
stakeholder engagement especially in relation to simplifying the complex or technical
terms and ensuring that the framework was well understood by the stakeholders. This
included incorporation of experts in the process. The Authority has a very good rapport
with stakeholders and this is expected to continue at implementation stage of these
Regulations.

6. lmpact
6.1The lmpact on Fundamental Rights and Freedoms

These Regulations do not limit the Fundamental Rights and lndividuals as enshrined
under chapter V of the Constitution. The establishment of a derivatives market in Kenya
will expand the scope of business opportunities of the citizenry and thereby contribute to
the economic development of the country. The Regulations therefore impact positively
on economic rights of Kenyans.
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6.2The impact on the Private Secfor
The Regulations establish a licensing criteria for derivatives exchanges and brokers and

the conduct of derivatives business. This will facilitate the establishment of derivatives

business resulting in a widened scope of business for the private sector.

6.3The impact on the Public Secfor
The Regulations enhance economic development especially in commodities business

and currency futures. This will result in stability of prices of commodities, reduce interest

rate and currency risks thereby leading to a more stable economy-

6.4lmpacf Assessmenf
The Policy Framework for the Establishment of a Futures and Derivatives lt/larket in

Kenya highlights the following-
(a) The success of a futures exchange is dependent on sound legal and regulatory

principles as well as high standards for licensing of futures members. This will

ensure that there is a high probability of success;

(b) for futures and derivatives business to be firmly established in Kenya, the

regulations on risk management, investor protection, trading systems and capital

and solvency requirements for market players are key prerequisites; and

(c) a futures exchange requires a developed financial system with capacity building

and training for market participants.

7. Monitoring and review

For futures and derivatives business to be efficient and successful, regulatory oversight

and supervision are key. The Authority will be undertaking capacity building for the

stakeholders and its staff as well as provide guidance to potential and licensed players.

Since the market is new in Kenya, the Regulations will be reviewed periodically to

ensure that they facilitate the growth and efficiency of futures and derivatives business.

8. Contact

HENRY K, ROTICH

Cabinet Sec retarv for the Nation al Treasurv

18th l\/arch 2016
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LECAL NOTICE NO. 3.5

THE CAPITAL MARKETS ACT

(Cap.485A)

2. Part III of the Second Schedule of the Capital Markets
(Licensing Requirements) (General) Regulations, 2002, in these

Ilegulations referred to as "the principal Regulations", is amended -

(a) in paragraph (a) by inserting the words, "subject to a

maximum fee of Kshs. 30 million." immediately after the

vvords " value of the issue";

(b) in paragraph (b) by deleting the rvords, "minimum fee of
Kshs.50,000 and":

(c) in paragraph (c) by inserting the words, " subject to a

tnaximum fee of Kshs. 30 million'" immediately after the

rvords "lvhichever is higher";

(d) in paragraph (d) by inserting the words " subject to a

tnaximum of Kshs. 30 million." immediately after the

expression " 0.I ?o" ; and

(e) in paragraph (e) by inserting the words "subject to a

maximum of Kshs. -50 rnitlion" immediately after the

words "amount raised".

3. The plincipal Regulations are amended in the Fifttt
Schedu le-

(a) by deleting paragraph 2 and substituting therefor the

follou,ing ncw ParagraPh-

rczbl

-/ Ci

I 2 APR 2sfi
IN EXERCISE ol the polvers conferred by section 12 (l) (p) of ,

the Capital Markets Act, the Cabinct Secretary to the National Treasury
makcs the following Regulations-

THE CAPITAL MARKETS (LICENSING REQUIREMENTS)
(GENERAL) (AMENDMENT) REGULATIONS, 20 I 6

l. These Regulations may be cited as the Capital Markets citation'

(Licerrsing Requirements) (General) (A mendment) Regulations, 20 I 6.

Amendment of
the Second
Schcdule.

Amendment of
the Fifth
Schedule.
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2. FOR SECONDARY TRADING

l. * Stockbrokerage cornmission is net of contribution by the
stockbroker or investment bank of 0.02Vo to the CMA Investor
Compensation Fund and CDSC Guarantee Fund Fee.

2. Stockbrokerage commission shall be limited to Kshs 100
fbr all odd lots transactions up to Kshs 3000 excluding starutory fees.
Odd lots transactions in excess of Kshs. 3000 shall be charged a
commission at the prescribed rate of l.76Vo excluding statutory fees.

(b) in paragraph 3-

(i) by deleting the words "The Investor Compensation
Fund fee payable to the Authoritl, is charged on the
broker's commission and does not, therefore increase
the cost of the investor"

(ii) by deleting the rvord "stockbroker" appearing in the
second subparagraph and substituting there[or the
words "Market intermediaries trading in the
secondary market (stockbrokers, investment btrnks
and authorized securities dealers)".

Dated 23rd December,20 15.

HENRY ROTICH,
Cabinet Secretary for the NatiotrulTreasurl,.

Consideratror
(Transactron

Value)

Net Brokerage
Commission
7o

Iransaction Fee Investor
Compensatron
Fund Fcc and

Central
Depository
Guarantee Fund
Fee

IVIaximum

Total
Cost to
Investor
9o

NSE % CMAVo SDSC
Vo

:DSC
3uarante
Fund Vo

vestor

nd Vo

Upto
Kshs

100,000

1.16r' ) ).12 1.08 l.0l *

Io'.
2IO

Above Kshs
100,000

)pen to negotiat.ion
subject to a

maximum of l.36Vo

, J.t2 ).08 ).01*

[ 

0"' 1.70
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LEGAL NOTICE NO. 36

THE CAPITAL MARKETS ACT

(Cap.485A)

IN EXERCISE of the powers conferred by section i2(1) of the
Capital Markets Act, the Cabinet Secretary for the National Treasury
makes the follorving Regulations-

THE CAPITAL MARKETS (SECURITIES) (PUBLIC OFFERS,
LISTI NG AND D ISCLOSURES) (A MEND MENT) REGULATIONS,

z0t6

l. These Regr.rlations rnay be cited as the Capital Markets
(Securities) (Public Offers, Listing and Disclosures) (Amendment)
Regulations, 2016.

Z. The Capital Markets (Securities) (Public Offers, Listing
and Disclosures) Regulations,2002, in these Regulations referred to as

"the principal Regulations" are amended in regulation 2 by inserting
the following new definitions in proper alphabetical sequence-

"executive director" Ineans a member of a board who also scrves
as a manager of a cornpany:

"indepcndent director" means a member of a board of directors
lvho -

(a) does not have a material or pecuniary relationship rvith the
company or related persons;

(b) is compensated through sitting fees or allowances; and

(c) does not olvn shares in the company:

Provided that after nine years of continuous service he or she

ceases to be an independent director and assumes the position of a
non-executiv e d irector;

"non-exectrtive director" means a metnber of a board of a

cornpany who can ovvn shares in the company but -
(a) is not part of the mauagement team or atfiliated rvith the

company in any vvay; and

(b) is not an employee of the company.

3. The First Schedule to the principal Regulations is amended in
the heading "Competeuce and suitability of directors and management

(a) by deleting the rvords "The issuer must have at least a third
of the Board as non-executive directors" appearing in Part
A and substituting therefbr the words "The issuer sltall
have a board comprising of executive directors with a

majority of non-executive directors and at least one third of
the total number being independent directors";

(b) by deleting the words "The issuer must have at least a third

Citation

No. 60 of 2002.
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(c)

4.
arnended -

(a)

(b)

F.0l

of the Board as noll-executive directors" appearing in Part
B and substituting therefor the words "The issuer shall
have a board of directors comprising a balance of executive
and non-executive members, with a ma.jority of non-
executive directors who, together with the independent
directors shall comprise at Ieast one third of the total
number of board members"; and

by deleting the words "The issuer shall have a minimum ol'
five directors, with at least a third of the Board as noll-
executive directors" and substituting thcrefor the words,
"The issuer shall have a board of at least five directors,
comprising of executive and non-executive membcrs, with
a majority non-executive directors who, together with thc
independent directors shall comprise at least one third ol'
the total number of board members".

The Fifth Schedule to the principal Regulations is

by inserting the following new paragraphs immediately
after paragraph A.07-

"A.08 The board of every issuer shall develop
structures in order to-

(a) independently verify and safeguard the
integrity of financial reporting; and

(b) ensure the truthful and factual presentation of
the company's financial position.

A. 09 The board shall state in the company's annual
report it's responsibility for preparing the annual report and
accounts, lvhich shall include a statement b1, the auditor on
the auditor's reporting responsibilities."

by deleting the Part heacled CO.F.00" and substituting
therefor the follovving nelv Part-

CO.F.OO CORPORATE GOV ERNANCE

( I ) Every issuer shall cornply with the corporate
governance requirements stipulated in this Part.

(2) Every issuer shall disclose in its annual report, a

statement of the directors as to lr.hether the issuer is applying
the recommended corporate governance practices stipulated iu
the Code of Corporate Governance Practices for lssuers of
Securities to the Public, 2015 issued b1, the Authority:

Provided that rvhere the issuer has not fully applied the
recommended corporate governance practices, the directors
shall indicate the steps being taken to ensure the application of
such practices.

(l) Every company shall be headed by a board w,hiclr
shall offer straLegic guidance, leadership and control of thc
company.

F.02
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F.03

(2) Notrvithstanding paragraph (l), the board shall-

(a) have au appropriate balance of skills, experience,
independence and knolvledge of the company to
enable the board to operate effectively:

(b) have transparetrt and documented procedures fbr
the appointment of successive boards to ensure

smooth transition;

(c) establish separate functious fbr itself atld the

management;

(d) establish policies to ensure that directors of the

boarcl are independent;

(e) develop a Code of Ethics and Conduct and ensure

that the Code is comPlied with;

(f) establish, periodically rev ierv and publicize the

board charter on the company's website:

(g) ensure the company complies with all applicable
laws and standards; and

(h) be accountable to the company's shareholders.

(3) A person offering himself for appointment as a

director of the board shall disclose any leal, potential or
perceived conflict of interest that may undermine the office of
director.

(4) The board of an issuer shall on an annual basis,

evaluate its perflormance, the performance of its chairperson,
the chiel executive officer and the company secretary.

T'he board of every issuer shall-
(a) establish relevant committees to discharge its

mandate including internal audit, risk

management, remuneration, board nominations,
finance, investrnents and governance;

(b) formulate the terms of reference, duties and

authority of each cornmittee;

(c) ensure that the committees are constituted with
directors wlto have the llecessary skitls and

expertise to handle the responsibilities allocated to

the committees;

(d) appoint chairpersons of the committees;

(c) deterrnine the procedure and process within which

the committees may be allowed to engage

inclependent professional advice at the cornpany's
expense; and

(f) review the eff'ectiveness and performance of the

committees on an annual basis.
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F.04

F.05

F.06

F.07

F.08

(l) A nomination committee established pursuant to
paragraph F.03 shall consist of at least three iudepcndent
directors.

(2) The chairperson of the nomination committee shall
be an independent director.

(3) The nomination committee shall-
(a) recomrnend to the board, candidates lbr the office

of director to be considered for appointment by
shareholders;

(b) assess the perfbrmance and effectiveness of the
directors of the company.

(l)
paragraph
d irectors.

An audit commitl.ee established pursuant to
F.03 shatl consist of at least threc independent

(2) The chairperson of the audit committee shall be an
independent director.

(3) The board shall ensure that at least one of the
rnembers of the audit comrnittee holds a professional
qualification in audit or accounting and be in good standing
rvith the applicable professional body.

There shall be public disclosure in respect of any
management or business agreements entered into between the
issuer and its related companies, which may result in a
conflict of interest situation.

(l) Every person except a corporate director who is a
director of a public Iisted company shall not hold such
position in rnore than three public listed companics at any one
time and in the case where the corporate director has
appointed an alternate director, the appointment of such
alternate shall be restricted to trvo public listed cornpanies:

Provided that the public listed compauy rvhose directors
hold rnore than the prescribed lirnit, shall cornply with thesc
rcgulations rvithin six months of gazettement.

(2) An executive director of a public listed company
shall not hold such position in morc than two public listed
companies at any one time.

(l) The chairperson of a public listed comparry shall be
independen t.

(2) A chairperson of a public listed company shall not
hold such position in more than tlvo pubtic listed companies ar
any one time:

Provided that the public listed company whose
chairperson holds more than the prescribed lirnit shall comply
with these Regulations within six months of gazettement.
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F.09

F.l0

Cap.-531

F.l I

F.t2

Cap.534

F.r3

F.l4

(3) The roles of chairperson and chief executive officer

shall not be exercised by the same persoll'

(4) Every public listed company shall have a successiol'l

plan for its chiirperson, chief executive office and employees'

(l) The qualification atld procedure for nomination

and appointment of alternate board directors shall be the same

as th;i required in the appointment of a substantive board

director.

(2) A principal director whether a body corporate or a

natural pcrson shall have only one alternate director'

(3) A body corporate shatl not be nominated as an

alternate director.

(4) An alternate director shall not be appointed as a

member of the audit committee'

Tlre chief financial officers and persons heading the

accounting department of every issuer shall be members of the

Institr.rte oi Certified Public Accountants established under the

Accountants Act.

Where the persons referred to in subparagraph F'l0 are

members of otller internationally recognized professiona[

bodiesandareyettoresisteraSmembersofthelnstituteof
Certil'ied PubliC Accountants, such persons shall register as

members of the Institute within a period of twelve months

from the date of gazettement of these Regulations, or from the

date of appointment to such position, whichever is later'

The board of every issuer shall be assisted by a

company secretary who shall be a member of the Institute of

Certifisd Public Secretaries of Kenya established under the

Ce rtified Public Secretaries of Kenya Acl

Every issuer shatt estabtish formal and transparent

poticies ona procedures, which shall be approved by

shareholders for-

(a) remuneration;

(b) effective communicatiotr rvith stakeholders;

(c) corporate disclosure policies and procedures;

(d) dispute resolution for internal and external

disPutes; and

(e) eusuritrg attraction aud retention of board

members.

The board of an issuer shall-

(a) facilitate the effective exercise of the rights of

shareholders;
(b) ensure that there is equitable treatment of all

hotclers of the same class of issued shares; and
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F.1.5

F. l6

(c) ensure that the shareholders appoint independent
auditors at each Annual General Meeting.

The board of an issuer shall-
(a) establish and review on a regular basis, the

adequacy and integrity of the company,s intemal
control systems tbr acquisitions and divestitures
and management of information systems including
compliance with applicable larvs, regulations,
rules and guidelines;

(b) set out its responsibility for internal control in the
board charter;

(c) erlsure the effectiveness of the cornpany's risk
management and internal control prac(ices on an
annual basis.

The auditor of a listed company shall be a member of
the Institute of Certified Public Accountants and shall comply
rvith the International Standards of Auditing.

The board of an issuer shall protect, enhance and invest
in the rvell-being of the ecollomy, society and the
environment.

Dated the 23rd December,20l5.

HENRY ROTICH.
Cabinet Secretarl, for tlrc National Treasttry.

PRINTED AND PUBLISHE D BY THE COVERNMENT PRINTER, NAIROBT



EXPLANATORY MEMORANDUM TO THE CAPITAI, MARKETS (LICENSING
REQUTREMENTS) (GENERAL) (AMENDMENT) REGULATTONS, 2016

PART I

Name of Statutory Instrument: Capital Markets (Licensing Requirements) (General)

(Amendment) Regulations, 20 I 6

Name of the Parent Act : The Capital Markets Act (Cap. 4854.)

Enacted Pursuant to : Sections 12(l) (p) of the Capital Markets Act

Name of the Ministry : Tl're National Treasury

Gazettetl on '. 26tt'March, 2016 (Legal Notice No. 35)

Tabled on :

PART II

1. Purpose of Statutory Instrument
The proposed Capital Markets (Licensing Requirements) (General) (Amendment) Regulations,

2016 seek to review the capital market fees, commissions and levies so as to enhance the depth

and scope of products and services and increase investor participation in the capital market.

2. Legislative Context

The proposed amendments are made pursuant to section 12(1) (p) of the Capital Markets Act
which empowers the Minister/Cabinet Secretary to formulate such rules and regulations as may

be required to regulate the fees payable annually by a securities exchange, derivatives exchange

or a central depository or for securities or exchange-traded derivative contracts transactions,

licenses and approvals required by the Act.

3. Policy Background

The proposed amendments are informed by a study on capital market fees, levies and

commissions carried out in 20i3 and its recommendations put on public exposure from 30(l'

September to 30tl'October 2013.

The review was occasioned by the need to-

(a) ensure financial sustainability of the capital markets sector;

1
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(b)align Kenya's structure to giobal practice where trading parlioipants are primary

contributors to the investor compensation fund;

(c) raise levies collected by Central Depositories and Settlernent Corporation given its
national importance to market stability

4. Consultation Outcome

The Capital Markets Authority initiated a market study on the f'ees, levies and commissions in
2013. The findings and recommendations of the study were exposed to stakeholders for their
comments from 30tl' September 2013 to 30tl' October 2013. A number of stakeholders including
regulatory agencies, listed companies, Nairobi Securities Exchange (NSE), Central Depositories

and Settlernent Corporation (CDSC), rnarket intermediaries among others were conslrlted during
the str"rdy.

The study on fees made the following key findings:

(a) fees caps must take into account the cunent and long term financing requirements of tlie
Authority to ensure its sustainabiiity

(b) changes in fees should be implemented in thd short term to medium term while
substantial irnpact needs to be addressed thlough industry focus on growing the size of
the malket;

(c) there is need for institutional reforms that go beyond review of fees and comrnissions

which the Authority should guide

Some of the responses frorn stakeholders included:

Recommendatiotts

(a) The ctu'rent fees payable to the capital markets Authority Jbr approval o/ issue of

equities secw'ities to the public at the rate of 0.15% of the value of issue to be capped at

Kslts. 30 million.

(b) The cw'rent Jbes payable to the capital markets Authority /br approt,al of iss'ue of-

Government securities at the rate of 0.075% of the value of issue lo be capped at Ksh.s.

50 million.

(c) The current fees payable to the capital markets Authortty for approt,al o.f'corporate

bond issues'at the rate of 0.10% of the value o/'iss'ue to be cappecl at Kshs. 30 million.

2



(d) The current fees payable to the capital markets Authority .for approval of capitalization

or rights issues at the rate of Kshs. 50,000 or 0.25% of the value of issue, whtchever is

higher, to be capped at Kshs. 30 million.

(e) CDSC transaction levy in equities securities to be tncreased.from lhe current 0.06%o to

0.08%.of the value of a transaclton

As a result of stakeholder discussions and the recommendations, the proposed amendments on

fees, Ievies and commissions were considered necessary. The Authority appreciated the

comments and incorporated most of the proposals which now form part of the proposed

amendments.

5. Guidance

The findi.gs ar-rd recorlmendations of the study were inforrned by public and stakeholder

feedback. The Authority considered it important to balance the need to ensure that transaction

costs are not prohibitive or unfavourable to development and growth of the market while on the

other hand the need to similarly ensure that competition in the market does not drive fees to a

level where returns to intermediaries are so low as to discourage reinvestment of the returns'

6. ImPact
6.t The Impact on Ftmdatttental Rights and Freedoms

The proposed amendments seek to promote access and participation of investors in the capital

malkets.

6.2 The tmpact on the Private Sector

The proposed amendments seek to ensure that listed companies and the private sector have an

enhanced scope and depth of products and services in the capital market' It also ensures that

companies charged with the responsibility of providing capital markets products and services

including the Authority and CDSC are financially stable and sustainable'

6.3 The impact on the Pttblic Sector

The proposed amendments will ensure that the Authority, CDSC and Nairobi Securities

Exchange have adequate financial tesources to enhance their efficiency and set up systems and

i^fiastructure to make the capital market competitive and sustainable. This will promote

introduction of products and services to the market'

3



6.4 Impact Assessment

It was noted during the study that fees caps must take into account the current and long tenn
financing of the Authority and support systems. The stakeholders noted that there is need for.
greater institutional reforms and focus on growing the rnarket so at to generate more income.

1. Monitoring and review

The implementation of the proposed amendments will be monitored thlough periodic reports
from market intermediaries, NSE and CDSC.

The amendments will be reviewed in line with the Authority's arurual ancl periodic assessment of
the irnpact of regulations on market developrnent.

8. Contact

HENRY K. ROTICH
Cabinet S r-v for the Nation Treasury

1Stl'March 2016
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