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Mr. SrmuC Njorogc

Clerk of fie National Assembly

Parliamenl building

P.O Box 41842, 0OIOO

NAIROBI

Dear Samuel,

RE: MEMORANDUM FOR PROpOSALS FoR THE VIRTUAL  SSETS SERVICE PROYIDERS BI1I 2045.

I refer to the nolice daled 136 May 2025 inviting fie public for parlicipation in amendmenis lo lhe Finance Bill, 2025 and the Virtual Assels

Service Providers Bill, 2025.

We athch herein our Memorandum with respecl lo proposed changes affeaing the Virtual Ass€t Service Providers Bill, 2025 for your

consideralion.

For additional informalion or clarificalion, you can reach us by email at leoai@vellowcard. io, or Telephone number 0786305387.

Thank pu for your conlinued supporl.

Yellow Caid (enya L rnil'ed

lkigai tavinglon 2nd rlooijGO
8r:ildrng

James G,chuiu Road

Nairobl

hello@yellowcaid.ro
TEt +254728795200
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Yours Faithfully

fa*2hry
Edllnc E. Murungi
Senior Legal Counsel

Yello,v Cand Financial

tYellowl- Cord
Doarrdra Rd! Jn/USJ etTr,iJEZ.€8541* Pr.2dtt



EXECTIT|VE SUMMARY

Our proposed amendmenb are intanded lo ansure fiat the Virlual Assets industry remains innovalive while still managing risks

within the indusfry.

The proposed regulatory frame,,lo* is a significanl mileslone for lhe industry and our proposals seek to make Kenya a

competilive markel lhal nurlures innovalion, and avoids orer regulalion/misregulaion. Other nalions, such as South Africa with

orer 3OO licenses issued, hare already capitalized on fiis spacg while we risk Kenya falling behind. Misregulalion or over

reguldion could lead to the collapse of local starlups, fie exodus of exisling businesses oul of Kenya, and exclusion from global

standards and opporlunities. Our request for amendmenls is lo ansuro continued innovalion, invasiment, and lha! Kanya

remains compelitive in this ever agile industry.

OUR NEOUEST

We request thal the Nalional Assembly make the following amendmenls to the Virtual Assels Service Providers Bill, 2025

L Expanding the interprefation of Stablecoin;

2. Expanding lhe inlerprelation of Virtual Assel;

3. Change of designalion Aufiority lo $e Virtual Asseh Regulalory Authority of Kenya;

4. Clarification on renerral and duralion of issuance of ihe license;

5. Changes in periodic rsporting requiramenls;

6. Clarification on raquiremEnls of Fit and proper Parsons;

7. Clarification on whal constihres Acquisition and Controlling lnlerest:

8. Amendmenl of Penahies and Fines;

9. lnclusion of insurance mallers as an area for regula ons;

10. Proride for detailed prorisions on lssuancE of Stablecoins wilhin Kenya;

l l. Provide for Tokenisalion of Real World Asseh (RWAI;
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Titls The Virtual fuset Service

Providers Bll, 2025 Delele "Service Providers"

Maintain Virtual Asseh Bill, 2025

o For the Bill lo cover the usage of
Vidual Assels as a whole and not

only the service prwiders for

example, il also covers lhe

regulalors, lhe assels and lhe service

proriders.

Some jurisdiclions such as Bolsnana

have adopted this approach and it
creales a broader litle rather than

only lhe service providers and would

apply lo olher [inancial service

providers that may venture inlo lhis

ind ustry.

We request for lhe Amendmenl of lhis Bill by changing the Title to Virtual Assets Bill, 2025

Part 1 - Preliminary

2. "Stablecoin"

"ctabl€coin" means a virlual

assel designed to or lhal aims

b have ils value fixed or

pegged relalive lo one or

more reserya assels,

Define Stablecoins as

"stablecoin" means a vidual assel

designed lo have ils value pegged

to a specific reserye assel or a pool

of reserve assets such as fial

a The currenl provision excluded a pool of

reserves and the virtual cunency should

be one wilh legal tender otherwise ii
lakes away the purpose of the stable

value-

THE YIRTUAL ASSETS SERVICE PNOUDERS BILL,2O25

MEMORANDUM OF PROPOSED AMENDMENTS AND IUSTIFICANONS

t YellowG Cord
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including fiat currency,

commodilies

or olher virtual assels, for lhe

primary purpose of

mainlaining a stable value of

the stablecoin

:urrency, commodily or any o$er

rirtual currencl with legal tender,

for the purpose of maintaining ih
stable value-

Other regulalors have gone ahead lo
specifically state thai algorithm5ased

shblecoins are excluded. An

Algorithnrbased stablecoin is a

stablecoin thal purports to mainlain a

dable value via prolocols lhal provide

for lhe increase or decrease of tha

supply of the $ablecoins in response lo
changes in demand;

a

We request lor lhe amendment ofthis Bill by expanding the interpreiation and definition of 'Sablecoin" as suggeded

3 Part I - Preliminary

2. "virtusl as!.t"

"virlual arsel" means a

Cigital representalion of value

that can be digihlly faded or

Iransferred and can be used

lor payment or inveslmenl

purposes and does nol

include

digital represenlalion of fiat

currencias. securities and

olher

[inancial assels

"virlual ass€t" means a digital

represenlarion of value that may be

digilally taded, or lransferred, and

may be used for paymenl or

inveslmenl purposes. h also includes

digilal representation of value thal is

inlended ,o represenl a realwodd

asset on blockchain or any ofier

lechnology, whe$er

cryptographicallpsecured or

otherwise, and that may confer

rights, obligalions, claims, or

benefits associated with lhe

underlying real-world assal; or

The currenl provision excludes digital

represenlalion of real world assets

which are an integral pad of virtual

assels and also seems lo exclude

stablecoins which even if they are

pegged lo a value and do not flucluale

in value are siill virtual assels.

a
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Ooqrn ni R* JTVZZSJ (}InTTEZ-EA5tla P!g.5.r lE



backed up by asseh held as

collalaral or reserved assels

for lhe purpose of mainlaining

a stable value

We request for tha amendment of this Bill by expanding the interprelaiion and definition of "vidual asssts" as suggested

4 Parl 11. Designalion

of Regulatory

Aulhority

Clause 6(a) (b) and

(cl

Firsl Schedule

The following entilies shall be

lhe relavanl

regulalory aulhorilies for lha

purposes of this Act

(a) lhe Capi'lal Markets

Au$ority eslablished under

section 5 of fie Capital

Markets Aci

(b) the Central Bank of Kenya

established under

Article 231(1) of the

Conslitulion, or

(c) any olher public body

established under a wrillen

law thal lhe Cabinet Secretary

may, by nolice in

lhe Kenya Gazelie, designate

as such

Delele, "Capital Markets Auihority"

rnd "Cenfral Bank of Kenya"

Add... There shall be an Authority

called lhe "Virlual Assels Regulalory

Authorif of Kenya"

I}e Virlual Assets Regulatory of

Kenya shall be made of expertise

lrom fie Capital Markets Authority,

lhe Cenlral Bank, other financial

services regulalors and virtual Assels

lndudry experts.

The current provision makes both the

Capital Markets Authority and the

Central Bank of Kenya as the regulalory

Aulhorities which is going to be very

bureaucralic for a slarl up industry.

Having lwo regulalors is against global

standards of innovalion and makes il
uncerlain for the indus|ry players

crealing an issue of over regulalion.

The Virtual Asseh lndustry falls oulside

both the Capilal Markeh and Cental
bank mandate and while both regulalors

might have aspects of their mandate to

otrersee the Virtual fuset industry it
does nol fall within traditional finance

and therefore a non$ank regulalor is

the befler oplion. Although still wifiin
tha financial services industry, il is not

raditional finance and fierefore
introducing a new regulalor is the better

a

a

a
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6 Clause 14 A license issued under lhi

Aa shall be valid from

the date it is issued and

shall expira on the 31st

December

of the year it is issued

Seaion should b€ HEADED AS

DURATION AND RENEWAL OF A

UCENSE

(l) A licence issued under this Act

shall be valid from lhe dale it is

issued and shall expire on lhe

3lst December of the year it is

issued.

I. Tha Clause does nol provide for

renewal and grace period within

which lo renew-

2. We propose thal all licensees have

90 days from the date of expiry of

lhe license to apply lor renev,ral. So

all renewals should be granled by

3tst March-

3. And roll over lhe ones lhal ara

granled in lhe lad 9O days prior to

3l December and consideralions for

pro raled fees.

We request for the amendment of fiis Bill by having a roll over period after licensing date of 3lsl December as suggesled.

7. clause 26(l) (f),
(k)

Ihe chief execulive officer,

appointed or

designated under seclion

31(1) of this Aa, shall, in

writing

notify lhe relevanl

regulalory aulhoriI where

thal chief

executive officer becomes

aware or has reason lo

believe lhal

Dalele the following lrom Clause 2l(fl
"including banking arrangemenls:

and change 21 (k) lo'h cyber-security

incident thal has occurred that leads to

significant loss or creales a significant

securily incidenl.

Deleling banking arrangemenl avoids

licensas [rom reporting Day lo Day

incidenb lo lhe regulalor. Currenl

banking arrangements can be

reported in a quaderly reporl.

Companies experience many cyber

security incidents and it is only

significanl incidenls fial should be

reporled.

This mighl also bring confusion wilh

lhe mandale of the Data Proteclion

Office and reporting incidenls wilh

thai office.

rrYellfle CoId
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(f) here is a material

change lo fie business

including change lo

banking arrangemenh

(k) a Cyber-security

incidenl has occurred

We regued for the amendmenl of this Bill by deleting clauses lhal will lead lo over reporling of day to day aclivities as suggesod

8 Clause 27(2)(e)

(2) For the purposes of
subseclion (1), the

lollowing

changes are malerial-

"lhe acquisition of a

conlrolling inleresl in

anoiher company or olher

enlity; "

Clarification of whal conslitules

rcquisilion and conholling interes

ln lhe case of a subsidiary VASP

operaling in Kenya, where the parenl

company is undergoing an lPO, does

fiis conslirufe "malerial change" and

does lhe relevanl local regulator

need to be notified for approval?

ls il events only relaled lo the Kenya

subsidiary level or also events ai fie
pared level?

We alrc saek that approval of share

transfers should be for inslances

where there will be a majority

controlling inleresl in the VASP and

nol for orery lransfer sren ihe minor

small ones.

We regue$ for lhe amendmenl of this Bill by prwiding clarily on acquisition and controlling inleresl as suggested

rrYellowll Cord
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9 Clause 33(l) "Pursuanl lro seclions 2A,

36A, 368 and 36C

of the Proceeds of Crime

endmenl of lhe Proceeds of Crime

d Anti+,lonay Laundering Ad, and the

on of Terrorism Acl.
and Anti.Money

Laundering

Act and section 42A of I

Prenrenlion of Terrorism

Act,

the relevant regulaiory

adhorily shall regulale,

sup€rvis€

and enforce compliance

lor )i{L/CFT/CPF
purPoses ry
all virtual asset service

prwiders.

Section 33 requires thal we refer lo

POCAMLA for all AML CFI and CPF

mall,ers including reporting

susPicious

hansactions/activities(STR/SARs) to

the Financial Reporting Center

(FRC), horever. POCAMLA does not

recognize VASPS as rsporling

i nstitulions.

We requed for the amendmenl of this Bill by amending the Proceeds of Crime and AntHvloney Laundering Aa, and the Prevenlion

of Terrorism Acl as suggesled.

tYel!flr- Cod
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10.

Clause 3i1(2) Penahies for violations

relating lo money

laundering, terrorism

linancing.

'A person who violales or

lails lo comply with the

provisions of subsection

(1) shall be liable to the

penalty

prorided under seclion

41'

lncluda penahies for violafions related to

Money Laundering (ML), Terrorism

Financing [F], and Proliferation

Financing (PF), as well as breaches of

lhe Proceeds of Crime and Anti-l..loney

Laundering Aa (POCAMLA) and the

Prevention of Terrorism Act (POTA) under

Section 41.

The specific penahies related to

violations related to ML TF PF were

nol caplured in saclion 4l as

indicated in section 34(2).

Ensure lhese prenahies are

harmonized and aligned with those

$ipulaled under lhese respeclive

laws and regulalions.

We requed for the amendmenl of this Bill by including penalties for violations lo Money Laundering (ML), Tenorism Financing [IF),
and Proliferation Financing (PF), as well as breaches of the Proceeds of Crima and Anti.Money Laundering Aa (POCAMI-A) and the

Prevention of Terrorism Acl (POTA) under Section 41 as suggested.
't1 Clause

al(l) (a) and (b);

al(2)(a) and (b);

al(3) (a) and (b)

41. (1) A person who

commits an offence under

seclion 28(5) is liable,

upon conviclion

(a) in the case o[ an

individual, lo a fine not

exceeding

hree million shillings or to

imprisonmenl for a

lerm nol exceeding three

pars, or to both

lo delele currenl seclion and Add
penal'lies as:

4I(1)(a); Kenya Shillings not

exceeding I,0OO,0O0 for
individuals

al(l)(b); Kenya Shillings nol

exceeding 2,OOO,OO0 for a

company

41(2)(a) - Not exceeding

2,0OO,000 for individuals

41(2Xb) - Nol exceeding

5,OOO,0O0 for a company

To snsure punilive measures bul also

bear in ming startup industry and

allow for growlh of the industry.

Penahies can be increased as the

induslry grows.

To ensure global dandards and also

national shndards wilh other Fintech

laws-

rrYellryf Cord
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(b) in lhe casa of a

company, lo a fine nol

exceeding

liw million shillings

(2) A person who commils

an offence under seclion

l1(8). 35(6), 38($ or

39(6) is liable, upon

conviclion

(a) in the case of an

individual, to a fine nol

uceeding

serren million shillings or

lo imprisonmenl for a

lerm not axceeding three

years, or to both

(b) in the case of a

compan, l,o a fine nol

exceeding

hrenly million shillings

(3) A perrcn who commils

an offence under seclion

el3l, 22(211, 34(2) or 35[/]

is liablg upon conviclion

(a) in fie case of an

individual, to a fine not

exceeding

41(3)(a) - Nor Exceeding

5,OOO,OOO for individuals

al(3)(b) - not exceeding 7 million

for a company.

t Yellow

- Cord
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len million shillings or to

imprisonmenl lor a lerm

nol exceeding five yean,

or to both

(b) in the case of a

company, lo a fine nol

exceeding

Mentpfive million shillings

We request for the amendmenl of fiis Bill by amending the penaltias and fines as suggeded.

NOT INCLUDED

IN THE BILL

1 lssuance of
Stablecoins

N/A
fo Add in thc Bill

lguance of Shblacoinr

1. Any legal entity wishing lo issue

stablecoin within Kenya, or
seeking an admission or listing ol
such stablecoin to be traded on

fie trading platform operated by

a licensed virtual assel exchange

in Kenya, seeks approval of the

Regulatory Adhority
2. A slablecoin issuer appoinls a

qualified ass€t valusr lo

demonstraia lhe reservo assel

Addition of this clause will ensure

proper guidalines for issuance of
slable coins in Kenya.

rrYellow
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und€rhing the dablecoin anc

how the stablecoin is pegged lt
ir.

3. The valualion confirms lha

slablecoins are 10Ol

collateralized lo ansure fulll

backed rossrve assels ar
mainlained al all limes, and arr

to be ring{enced and nol lent ou

for additional yield. Thr

regulatory aufiorily may issur

regulations specifying thr

condilions under which rasarvr

asseh mry be inrrested.

4. lle independent audito

confirms $al lhe reserve assels

are sufficiently liquid to corer in

a reasonable and fimely mannar

redempion roquosls of all

outstanding slablEcoins.

5. Slablecoin issuar prorides means

for verification of underlying

reserYe assBls,

6. Reserye assels are safeguarded

by a professional and licensed

cuslodian, and are subject lo

regular audits

7. Reserve asssls arc segregated

from the stablecoin issuer! assols

or other credilors of the

,Yellil
- Cord
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stabkoin issuer to pdscl
sbblecoin holders in fie errrent ol

the issuer's insolvency or

bankrupky.

8. The Regulatory Authorityt

regulations may delermine

additional requirements for

issuance and trading ol

stablecoins.

We request for fie amendmenl of lhis Bill by prwiding for issuance of stablecoins as suggesled.

Tokenisation of
Real World

Assers

N/A
''nral*vodd arrcf refers lo an assel

fid 6xish in lhe physical or traditional

frnancial world, bd which can be

epresenled, lokenized, or haded in

Cigital form on blockchain network

fokcniraion of Rod World Ars.rr

l. Any legal entily wishing io issue

tokens represenling reaf,world

asssis w hin Kenya or seeking

admission or li*ing of such

iokens io be traded on the

lrading plaform operarad S a

licensed virtual asset exchange in

Kenya, seeks appmral from the

Regulaiory Adhoriry.

t Yellow
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2. A qualified assel valuer properly

values lhe assef underlying a
ioken, and fie valuation must be

lransparenl, periodic and

regularly updaled.

3. The valualion confirms lhal

tokens ara IOO% collateralissd,

and the underlying assets are lo

be ringrfenced and nol lenl oul

for additional leld.
4. Underlying real-world assets ara

held by a professional and

licensed custodian and are

subject ,o regular audits-

5. The issuer prwides verifiable

documenlation proving lhe

issuer! ornership of the

underlying assel.

6. For the purposss of this law

real-world assets eligible for

tokenisalion do nol include

sorereign asssts. public

infraslructure, Perrcnal

lden fiable Informalion, arlworks,

and any olher assat or calegor)

of assels fiar cannol b€

fransparendy valued, legally

enforced and efiically justified.

tYellow
- Cod
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7. Ih. R€$dery fufrcdty ma,
fiom timc lo fmc. d.signd€

roahrorld accels nfticfi arg

inappopriaoa or unlauftl br
rok nitalion bered or public

inlaret or Egulaiory risl

condd,orrlkms.
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VIRTUAL
ASSTTS

CHAMETBfrj
Memorandm

R. Memorardum o[ tte Virtual Assct Service Providers Bitl, 2025

Tb: Depafticnt8l Committcs oo Fioance aod Natiooal Planaiag

from: Virtual Aslca Gsrnber

Iht!: 25rh Apdt 2025

Olrr Cotrtscts ps]!!LgJ4!!I}!s

A. About IJi

Thc Vlrtud Asset ChsEb€r (VAC) is a dedicatcd policy thinl tank that strives io crcatc and maintain I favorablc business ewtollEcnt for Vlrtusl Asset

Servicc Provlderg (VASPT). Rccognirng the tra$formarivc potcotial of blockchain and virtual asscts. VAC scts as a udfed voicc for divcrsc stskcbolders in thc

crypto strd digitsl assct ccosystcB

The Chaobcr is decply commiucd to advaatiog for balanced policics ard regulatory ft'amwolks $ar fosrer innovarioD, protect consumer intercsts, aDd errsure

compliarcr with Llobal stadads. Througb collaborstioo with policymakcrs regulators, and industry players, VAC wor*s to addrc,ss challcngcs, highligbt

opporoaitics, ad crcatc a sustaiflablc ccosystcE for vittual asscts.

B. M€mberr rtrd Psrherr of lh€ Chimber

Wc IeprcscDt a distinguishcd goup of hlsinesscs cogagcd ia thc virtu0l assct spacc, all of whom arc activcly sceking liceusing undcr thc provisions of thc Bill.

Ou m€mbqs span a broad spocbum of iDnovativc froancial services, with an emphasis on global rcgulatory compliancc and advancing thc flnancial ccosyst€m

through bloctchai.u tcchrologica.
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b.

c

d"

Cryptocun€ncy Erchmgcs: These pladorms facilitate thc purchas€, sale, and tsade of cryptocurclcies, with s€veral of our membcn already licensed

in over lE jurisdictioor globaly. Th€L operatiotrs cDsulr rrgul8tory complia.occ atrd uphold thc int€grity of digital ass€t markcts asoss multiplc

gcognphica.

On-Ramp end Ofr-Remp Prcvidersr Thcse busiacsscs, akitr to Forex bucaus but for vinual assds. play a crucial rolc ia bridgiog tbc gap betwcco

cryptocuncDcy and locsl fiat curcrcies. Many of our upmbers arc alrearly liceoscd io l8+ jurisdictioos and serve ac thc primary coaduits for converting

fiyptocurreDciae (e.9., Bitcoir) iqto local cunEocics, such as thc I(rayao Shilliog.

Strbhcoh k8ucr8: Our rDsmbers iDvolvcd in th€ issuam! of local ad UsDpcggcd stablccoins bd[g s high &grc of fuancid stability !o thc mar*et

Thesc srablccoins arc pegged to real assets, such as thc Krny ShiUinS (KES) or tle US DoUar, offedng Faosactiooal panry \yith mobile mooEy o!

taditional baating systells, Matry of our membcrs already operate globally and arc liccnscd ilr top jurisdictiotts, Lrcludiog thosc utrd€r tbe Europeal

Ma*cB in CryptGAss€ts (MiCA) Regulatio$.

Custodlsl Soludons: Our Chalober includcs companics that provide sccurc softwarc infrastructurc for thc storagc ard maoagcmcat of vinual assets.

Thcsc serviccs are vital for both individual ad hstitutional usen seekilg to safeguard tbcir digiul assets.

Vlrtud Arset Psymc[t Soludons Providcrl: Tbesc companies arc htegr.l to cd8bling scaDlcss trars&tioDs using virtual asscts itr werrdayc.

c{)llllnctcc.

f. Assct Mar4err: Our members are at thc foreftoot of managiag yhual assd pordolios, applying eophisticated srratgics to oplimizr rrtums whilc

adh€ring to tb€ bithcst stardards of govcmarca ald compliancc.

g. TbLenlr:donl Our membcrs are exploring itrnovativc ways to ftactiooatizc owncrship of laDgiblc asr€ts, such as res.l c,statc and commoditias, through

btockchai.u tcchlology. This novel approach allows for grcatqliquidity aod deDocratizcs acccss to assct own€Iship.

C. Tbsck Recard rDd Stlteholder Engsg8m€nt

Our cthos is grourrlcd in collaboratioo and dialoguc. As pan of our ongoiag coEEitmoot to advaocing tbr scctor, we havc cngagcd witb Lcy sta&choldc$ and

policFoakcG oo oultiplc occssions:

2
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& Dcparheutsl CoEmtttee on FltrrDG! rod Natood PluriDg: Wc havc had seversl productive cngagcmcnts with this Committee throughout 2023

ald 2024 to easurc tbe regularory letdscapc supporB sustailablc growtb b thc digital asset sector.

b. Crpftd Markets Authority (CMA): Through the CMA's saDdbor initiativc, wc havc sncccssfirlly onboardcd sevcral of our members. Additionally, wc

havc organizcd aod panicipared in numcrous stalchold€r worlshopc to foster bcue, uodersta.Ddi.Dg and regularory claity.

c. Centrel Benh of Kenyr (CBK): Thc CBK has be€D a steadfasr ally in addrcssiDg key corcsrtrs raised by our members, particulatly around thc VASP

Bi[. Thcir support has been instmmcntal in &ivhg regulatory Fogress, cspecially in thc areas of consumer protcctioo.

d. Nadonal Ttcanry: We continuc to ergagc with th€ TrDasuDr to cnsuc that fioarcial policics rcmaia aligncd with thc cmcrging occds of thc virtual

asset s€ctor while safeguardinS oational €conomic intercsts.

c. Kelye Revenue Authority (KRA): OuI Chambel has wortcd closely with KRA on tar-rclated issues, striving for clcar guidelioes or the taration of

vLtual asscts to c$ure fair ard emcicot rcvcnuc collcctioo.

i ntrardd Rcportirg CentE (FRC): Tbc FRC bas bcco ao csscntial partner ir tackling anti-moncy lau&ring (AML) challcngcs ,*ithio thc sccror. Our

discussions with them arc focused os devcloping robust ftameworks to mitigatc financi8.l crfuIe.

g. Mlnlctry of ICE Out partnership with tbc Ministry of ICT is gcared towards innovatioo, job qeation arld thc attraction of Forcigl Dircct lDvcstmcnt

(FDI) ilrto Keoya's burgeouing digital assct space.

b. Unitd Nationc Ofrc! otr Drugs 8[d CriEe (UNODC): ThE T NODC bas be€o a srong advocate for addressiag AML issues, providing valuablc

insights and suppon ir shaping poticics thar ensur€ compliance with international best practices.

D. ComDltuetrls to Educadotr, Utrd€rst{dlo& srd EmpowerDcDl

Wc are unuravering ia our commiment to sdvalcing financial literacy, promotiDg coosumer protcction, ard cmpowcring slakcholden u,irhin thc vifiual asset

ecosystcm. To this cnd, we collaborate with a raDge of panDErs to facilitatc education and awareness ioitiatives, including:

Workrhopq Weblnarq 8rd Conlcrcocee: Wc regularly organize cvcnts itr collaboratioD with kcy shkcholdcrs to foster ktrowledge-shadng aDd build a

dccpcr undcrstanditrg of the virtusl assct landscapc.

Blockchdn Educadon Eubs: b collaboration with various stakehotden, wc arc 6nalizing plans to roll out cducatioaal and scam awareness prograrns to

pro&.r rhc youth from falling victim to digital asset scams. We aim o rcach over 250 hubs, sprEading awarcness and cEpowering the ncxt gcncration of

3
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NOIABLE PROPOSMONS Ff,OM THE I'If,TUAL ASSET CHAMBER ON TEE VASP BILT" 2I}25

S/No Ctur.& Sobd t. PIovLloa ollt Oru!.' PrDpcd R.ddon'. n'doul. tor rh. rwlrild R..mE.Ir&rroE

Sactlo! { Obj.ct! of $. Act

Th. mrh objcct of dtu Ac! tu ro provid. fc
th. lcSislitiv6 ftam.eort lo liccn5c lrd

r.gdr& lhc s.tiyitic. of vinu.l 4r.,
,.rvic. Fovid.r! in lnd from f$oyi

Thi5 i! r v.Iy rEl.trrt FovisioE r5 n lr,il h.lp &Ei.
psrlrEl.ri Wc coslnl.od tbi! inclusion.

x.lyrtr .usum.{r blvr lost diltonr of dourr! to .ryFo s.rr! ud ftld.d

flud lctivitic. wi$ th. molt ftccnt claJnplc b.int CBEX. k h impontd lo

hrv. ltrc{a co[5umcr proi..tion rn .}rnisns-

S.dlo! 6 Rcgulrory Aurhodtic.

6. Tt folowint .rtinr !h.[ b! tt.
,dcv&t rGruLrn, ruhoritix fcr lhc

Frrro..a of rhi. Ad -
(!) dr c.pid Mrrt tt Aulntrity

c&bi!h.d u!d.r rlc-tioo 5 of rh. Crpild

Mlrt rt Act

O) rn Ccord B![t of K!!y. carrblilhcd

Articlc 231( I ) of rh. Coartitutioni o(

(c) rE, ortr.r Frbtc body .st blishcd u!d.t

t $ridln Ir1 rhd dr Cabina sccrarry

m3y. by noticc i! dE KlDyr C.?ti!!,

dcsiSrrE a! ruah-

6. EsrablilhEcd of . johl vuturl A!!d R.gultory

Authrity

l. Ttcr! ibrll b. r joitrr I!Sdd6, luthdiry

cllcd drc Vlrtud A.!.r RcSulrrory Aulhority

(VARA)

1 IIc jdnt rcgd16, lulbait, .brl b. ErdG 
'.p

ofi

(r) Ctpitd Ma*!n Autt6iry c.EblisLd

llrd.r S.di@ J ot t!. clpirrl Mrtd! Acc

(b) rt GrErt B&L of K.ryr ..riblirh.d

l,ndlr Anicl! 231( l) of tb6 coflstitutioa ot

(c) lly oan r public body cai.blbh.d u.d!. .
wdt a hP dut th. CrbiEr Scdlrrry Bry by

Thir pwirim !..t! to cr..r. r c6Erlirc4 hrEro6ir.4 lDd cmci.ol

rcgulrtry focrl poirf . 'oe-.&psbop", fa dl nrdltr llLliDj to vitid
ar.*.. Thir i! rtdrd ir

l. Str..mIa.d R.$rhtory En8r3 ltrc! rDd frr. d Dolnt BodD€. By

cololi&ritr3 tic rcgElrt ry irrlrhcr into . sinSl,t tutho.ity, lh€ Fo,.i!i6
.liDiDd.. nrs8!l.d oyc.!i8b lld rcgufa&r, lrbiErta

,. htt rv.do! d IrJ iudod Mr!dll.. rrd Prmodo ot Jod
Ot.Iltht Th. FovitioD FE!.rect tbc cotBtiirdond md st ft6, tn!td!t!.

of thc CBK .!d CMA whih .rrblht lh.6 io coordilrlc rDd pool lhcn

rctltlrry povrrr &d ce(rti.. i!.,tm.tr!d ud c{oFrdva &unc$!3l

Th. joint VARA do.r mt ululp .riniag autditic. hlt fo6t r! r colLbordiv.

rEhadsE rfuDotb c,bich qo&r+1ldD8 rEgdr!try cotr.tm! crD bc rd&!rs.d

eith.ohsE . !.d GfEriEE .

3. ODlhL.d Ur. d llchd.rl ird Intdbtlotr l Bc6dtc... Th. t!8ul.alioa

oI virru.l lst rt d.su!d! rubsairrirl tlcboicsl inpul, cortinuour E rtlr

5
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ooda. i! ttG X.aF Garrd., d.3itId. rt rtrltinrDc., rd dylsic Ao8sy napoorc.. ,oiDt nguldio throos! VARA

*itr cnlbh tlc 6airt of irdndiorl n olItlr i ilnreuc&rq ed tschic.l

bo'-torf 6.rrt, n&.bS &&dv. dbtr -hi6nt oFd6rl
.6der, od .lonirS f6 T.n*- FL, l-'Flrci-d.n Dd t!fEt&.y
dr9rdo.

( Je .-|.{r!' BdLlht.ld XnorLdfF Sf.rh!, Gillra &. n6 md

Ettl, b.hi|.l Errrr o, yirtd rr..tr, lt r! h . rl ogriz.d ce.dt, 8rp

rilLb tr.di6rl qlhtfiy iotttlnifir. Tb..r$tir!d.rt oa VARA Foiid.a
. phd(D fa id.t'..g.rc, c.Fiq htih& &Et EIardaS tb. lEniDa

cfiE &d .oanirg $r rntElad c& llaDcd to coartint drfa tld
ievd6. rirt hft.oql jrdt6.

L Artrydr. Gorttrre ttr6gi Mhft.d.l D.tDrrbn lt! iEh.io6 oa

. t!.cldn t f 6. .!ri S.dat, to .L.ir,rd! lrldrimrl FbUa bod..

rL C.z.& m.i.r .or{l. rltuldey ldFbilbr. rtlorbf lb ectlan '|
coEFo.itio to caDlr! i! r!{6rc to @fht d.v.lo{daota, Fftrl
oElrp+ (. &c ciqion of tcr publi: ilrdtutod rr!.r.!r io vtErl .rra
rryEldo.

C Pr,oa..dd .a l&oGd hLtdtll .id lardrrior too lleErl
Bdlrrl. Tl* .d.bE tE d of VAR,I r . dtldrd lrilr 'lSnLk, 

hody

Fovir.. .! inlutnidd hrtrcr bawta p.dciFrirg EEublort rad lfr.

oDqdo.l i!&ca, cooEor,! ri.+ 6 p@tirl .rit . ai.iDS ft@ tb virEd

!d rp..!. Thir dr&d t ?3d.o Follclt lb iegrny. ftfedfi, .Dd

f@i(.d focu of tD. CBK ed OIA .on8il8 6ry r! d dltdfy

6
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loD(dLd i! !.cE-!p.cifE drpd.. (l tetb.l thr Ely r.r(Ep.IIy tL.

lr,oMd dv&t[rl lisd t E-

S.r{o at I yarr m6rk ium ThL i, r !rc!r Fovirioo rtd 8i..13 . Fotrcsr r
pPro*h.

Tb iEhnio ot r oDy€{ Eriri'rD Fin upon th. colnn.@trt of

thit Act ii . Fud.lt tiDririodt tr rsrc &rig!.d to fxililrtc 
'Il 

ord.rly ihifr

from rll unrcSd !d lo ! cSrirt d vinurl u!4.lvim[mt

ltc.rfoo 23G) 'Evrrt vrrrul dr*E ,.rvL. proin . tlbg
d .1, h., - @t dn o?.ra. o W
a.ount h faY lot rlu pupra o, Dn,

R4lE'rhdl' ?iG'Ery' ra folo t

'lvrry yttd uaalr aawica Fovidar E!, - AG6 !!d
o?.nE r b.Dl .@ora h K.ryr fd lt. Fapo... ot ltit

Crp(o coq.nba h.v! ft. lhc !.t l0 ,rrra bGGa u,lbb to @ hdliDt

t .vbc dlr 16 l! 6hdr| GK cl|d.ary Erica .caEt{ii4 tt a! toer
...!..lqf t'.lti{ rrd'raaa - w! silh to cdrt .lr ltia Lgtdllic r, r pin 6tt
woirld of.o rrp rDcI io&grikE

S..doo ll(r) (2) Ttc rckv&t rEst htny !r o.ity . ir
rrhlid !o ra sFlicrtioo rcccirrd |lndat

ruhcclio! (I). cith6 -

'(2) Th. rclcvrDt rcSuLtory .uliarity . iE rEl.tim !o ro

.f,ptr.rtioo r€cciv€d tr&r rub6.cii6 (l), 
'lltl[.,]!oIlru. cnn 

' 
--

TIc Frpor.d irr.nioo of r sp.cifrc tiEclis-'wirti! m dryr"jaro

xrnr.c&rr (2) ir iDt rdcd to di8! &. liE irs frldsat fr vrbd Ar..r

S.rvic! Provid.n *irt.{$litt d rlsolrrdy b.3 Frtic.i.

Ir ir r co.ErD(n fcdur! of lic!6iat rEtira fc iEsuLtdl lo Fovid. r cLrt

titrhd *irhio sb&t rpplic.trl! cr[ .rr.d f..db.t 6 lt .t lrt ot th.it

eplkrriotrr. Ttir rpFo.c[ i, ararplifi€d iD RcSuldicn 5(1) of 6! Ditilrl

Crcdil Plgvid.Ir R.guLtio$. 2021. whi.h idrDolc. . 60.dty sd!&e fci lh.

c.dnl BmI of Xrrrr lo I!& r &raEiD$ioo on r [croliry rrplic.aid

DcpGEdiDt or tL tyF of [cEo6!, tbc tirE poriod mry vuf h! r hiriEum

Fiod of 90 d.yr nlpolls. i! r Sood pt& to .trt

7
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S.cdor q$ 12 (l) if tb. .ppli.$! i, &E!dy op.r!ti!!

i! r rE8urrtd !..ir. r tro-objc.rioo rh.[ b.

rcquiEd &ot|r tb. &l.Y!,ll rcgdr&i.

IH.L thi! rlquirlat.d VASPr onla A.rr& iD mdriplc juridi.liolr, RlqntilS loobj.ctln b!.rr
ft6 cr.b rrguldfi x,ould drltc u!ffilrr, &hyr rDd rfuirirdivc
hrdcna .{cci.:ly r,h.rE Do fEEd !!6. .rid t6 i3!oc nr6 Ld!.r Thia

do.r loi rdd csniDgful ov..ri!h i! f'coF I!d.{ rlquill di!.lo{[r! of

crining licai.. od oy lEgulsrny &tioar .ilcriry lo.d rurbGiti.r r,o

.i!ar! ruiEbiliry wid}ol llndlE h!dL."

S.ctioE rl A [c.trlc issucd utrda Ui! Act stal b.

vdid ftom tlD dll! it i! issu.n ard shall

crpirE oo rh. 3ln Dcc.Ebcr of U. yd il

'A k-[e islu.d und.r $n Act lh8ll bc yrlid fiorD lh.

datr it i! iirucd and shall llpir! aft.r 12 moorhr fmm

R..ooE6itrdoa: R.mec tbc [c.ar.'t d.6nii! crt.nd& trlotn apiry dn!

and usc r tinrc Fiod fonrl.at wh.r., unliL r 6r.d dar. IiL 3l D..rd$cr. dl.

hc.ns. .horld cxpiE inslrd inlr 12 Ex)tlr}3 &lElidl]|t jllgltq

Rcquiirt liceni.s ro bc r!o.*cd oo rh. 3lsr D6cmbcr of th. y.rr ir i. i$ll.d

miy creaE unnc.csrlry admininr.tivc burdcn! for botb thc rE$ldor and dI.

VASP;. Erradin8 dE ldidity p..iod to 12 month, lo*! vASPs to fo.u on

compli.n.. .trd opcrdiol' nA'.r lhr! fr.+Ern r.o.cralr, r,hil. rtil cn blin8

rcgularo.! lo rmintein ovcfli8h drrough Friodic rlpdtinS md cuplioct
cbcct! similar lo rcquu.DcnB uDd.r th€ D8!r Pror.cdon Act-

S..{oo rfc) 2t. (l) Subjcd !o rub&.rioa (2) rnd t.c1io!

19. l!. bosiEt .!d rfii't of r [eor..
rtdl bc Eirigld b, {
lc$t rt r. rlin ltrr of rh. ho6rd of *hoE

d llad Ihr.. shdl b. ru$r.l p..3oo!;

ProYid.d tbd. dirl.t rhll nd s.rw i,
to6e tha! $ro boarda of a li:.o&a uDd.r

thir A.r-

Dd.L "Prsvid.d ttd . dircc1d lhall nol s.w6 in oor!

tht! iuo bonrdt of r li.cll!.. rrDd.r rf,it Ad-'

21. (I) SubjEa lo rub6.crioo (2).!d 3c..io 19,ti.
hrsiDca3 lrd frin of r [..!!!G shll h. Err!8d by !r

k n rlr! dilcrct of tb. bo.rd of *boh .r lcsr rfulc

sh.lu t o6rrl !.rsm.'

Tha r.micdou llseint dilldnr ro s.wc o! otrly tx/o VASP boerdr D.y

utrduly limit !.c.!. lo crFia.rd FofcssioDrL rtrd iic Srowrh, p.nifitlrrl,

t{r sta,tlrF. S@t ifl.'tfir mry tart an iDLrtd iD m! d!!n two VASP! !"d
*uJd !..d itiEdeship it r coosir.rrtim fr th.ir ift..tuta SorE

inDovd4rr mry rbo htt! vrrio{, VASP sawic.a thcy *rnl ro rcll dt lo

m&tr! Tbcrl'ol! rBrticlirt o* diEctor to 6.c li.cDs.d VASP lotEtrtir.lly

i'hibi!. borh i!v!5.D.d.lpcriE ud inlov.rioD.

t
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Sctdoo 1l(2Xl)

(2) For th. Frpos.r of lrrb..ctioi (l), rh.

foll,owirt chrnt.s nrc hitcrial: (l) r chahte

in th. lsr8.t mart !

D.Lt thi. iom tE biu Thir i5 imitrirl'n! with l.rn stEtup lpproEh.s li8a crcruqc

.rpcrimcur.tion, ila"atioD .Ed pivotinS !! n-uF s..l producl m.rkn 6L

TIE i.dior lh.rtfsE irrr!.s.s thc difidlry of doint hoin.ir.

S..dd 2t(!) (l) No !h!t. in r [c!a!.. shdl bG i!.u.d

ud m ir.&d shlrEt lhrn bc volunErily

tilsf..Itd tr disF.cd ol. wi6olr 6c

,r,Itroril of th rElcvrd r"8ulncy

rudlo.ity.

(l) No thrE ir r lb.ot. rhrlt b. ilarc4 ud Do

ii5u.d rhlrt! rEFailotiDS d ,€ast t . p.rEsr (10*) of

tD. lo.d ir$.d firlt Grpilrl of &. li:6r.. rhdl b.

vol@r.rily E!otf.(I!d q oth.rwir dispo!.d of.

ut rb.r i! a iia8la urllt8lioo or a rcaiaa of dd.d
E!D6di6, wirhn lbc pri6 vritll! ,Do(oy.l of rh.

El.vaDt r!8drtory ruthoriry.

biodlcs r l} !.!old f(r rbc Fca|ngc of rhs!. ltr! rlquit! Eportio& eh
I trhsf.I! lrcc.ding 1016 oa i.rocd lblrfl-

Rrqsni!8 4provd f6 dl rlur! tnDlrlrl crrrE urElsslf, ldridrEdiw

fud.or. A dlrrrhou @tn!. rhl ody litdfciDt owGihip chD8c. tl!
s$jcd ro nSuld(ry *ruliry, rtigniry witi Fdic.. io 0.h.. quLt d

s..thn 3!(t),{2} (3) A viiurl .ss.l !.wic. prsvidcr ebo inEodi

io rppoint or d.signaE a pcnon ar a chicf

cxlcutir! o6cr., ihdl lpply to tlE rdcvut

rtgulstory authoriry f6 il! &pproval.

SErtc ofi lhis crtir. claus. 3 I ftor[ rtE bi[ Thn Ploviiioo impo66 undu€ dminkniv. bodco! by rcquirin8 r!8utdory

rpprov.l for rntcrnr.l lcrd.f,;hip d..ision.. Compraic! should rEtah tr.
.urooorly to l!?oiat 6.ir chi€f ci.cutiv. om..rs. rlbj..r to c nilt
6l-md-propc, cnt ri..
wt.r..s it mry bc impodrnl lo hryc s s. or m rt.r rD K.nyq sln. CEO!

h$! rEady b..n appoiDr.d d ovcrs.. oFradolrs ,crosi muldplc counEi6.

Hor 33(2X.) S.cdlor 3!(2):

ln crryiry dn iu AML]CFIr'CPP

mrnddr. E rd.vd rr8d{ory ruthorily

lhaU:

(.) Va riSDifcrot shrrhol&r!, bcocicid

owEI!. dirEctqr, Eni( o6car! of r vitlrd

r!r.i !6vi.. providB:

D.Ll,! 31ZX.I Rcoolrc dlc rcquirttmr !o v€r

Cpi[..!t.[.,tboldcl!.

I}Lt 33(2Xc): Rcroow dE rlquirErd for otr di.

Fo. Rcmorltrt !3(2Xr) - Vctdrs Stt 6..[! Si.rt[old6t

IEprr.tlc.l k GhI StrctErtt: Mriy vASPr trr pon of

id.rndot'rl c([pcd. grouF wi6 conpLr rDd c]rldDg

shrrEhold.r coitpoditiont, Erting locd y.dirg of rlt dfDificd

lh.rdrold.n.dEiDirEniyEly hnd.oIoe rnd inF..ricrl.
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(.) C@&cl ofr. Eftif,e, nrtE!.b., lod $6&i D. Locrf fLdnt Onld Fidtdr. Io.d,
r!4dl* FE (..t .fitldet' &ainomcEr) *nodnt..D

oErac oFIid ard clq.8tnoa ir &dyr
R.tudd b Pre d8.l.od.l OrEdnp lrfd@E
BridiD8 oblldoor rrDdG. AML llwr !&!dy .!qdr. dirclsE! of

h.r.5dd ow!..!tdr, *fdd rltDLtdr.r[ g c if EdqL

PG Xlaorh8 l5(2X.)- OtS . s[rrd[.D

Onnt PF..f,lfal't *iti no cLr &6!ilion (. b(rr!dai!. o *ba
6fi .ir. tl,r,lille .rtrilt

S..do 35(D _A 
F$oo ihrfl Dot ia$a or Plnpoi !o i6$c

r vir!,d &r.r of6ing. in or tom K.ny1 d
r.Gt t! adlliriio od rll:b 8.r, lo c.dht
oD r vifiIl {t!., rrding phdorD urlest

rbrt blurrc. i. rpFov.d u!d.r thi. Ad o
lly d.r Elcvrar li*."

Strlt oot S..doo 35{t):

ncph.. rlrh:

'A vinu.l r!s.t Erdirg plrdorD itdl ldrblilh .!d
mlhtri! nrl€t .rd FEdur.r govcmirS dE [niry.

rnFasi.a, .!d ddirtirS of virtuJ !i!dr. Sudr !u!.
mry b. mrd. rvrihbl. to fi. rcgdrtcr upotr nq!.{i
ud iEhr& du. diliSanc., rkt rr!.ss$.or. rDd

dit fo! rrE rcquircocrt! Ft?oni . to th. ntur! of

Erch.!8.. irE.dy mrlrg. [ltins ristr throutb robtl'a irtEn l vcaing,

corimour Eooitditr& and liquidity Ers.r!ffiIt!.

A Fircipr.!-b..cd rpprE cb .widr svaly FscriFiv. ,lguhrio! .rd

givcs roorr fc. jnovrtion. Thi! iligls with glob.l b. !r..ricc.. *h.rl
.icbs8c. r.f+tulrl! md.r clcr c0ldrbilty frrEanqtr.

R.quidnt ESuld.ry appmyal fG eh totcD would imror. an

nn6.nrt-hk .aDilirE{il€ hrd.r" siv.o rt thor..dt of bt o. in

circol,rioa il ir Eilta FEricil m c6ci.ot fa dE rGgul&,r ro

rwi!., crtry listi!8.
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vlElult
ASSETS
gHAMBER

S.d@ 35(rI 6,
d(o

t5(2! '..i drd !.re rtdl !d b.
Gttibb 6 Dr6oa. a l@ r vttll lt..a
ofrial:

35(3) ...ddrhg b l$!. d Eru.|t r
virE l attdofinhr-"

3J(4)r 'rhrl Dd ir@ .. ld .
viitd artaf occii!!; udaa+,:

Rtdor. .[ rda@ to tha ftd lroooraP nglo

Sc.d.a 35.

OErl, Btrd &d ArttEE

. It ED'Fd b vraE od cdd'"lnaddnr c.got! a

wl& rEt! ot t|'fd Ett drf. dt glidrt, (. G@nlicrti.a

r.tirid.! tlhad b Yirtd rira8
. L cou D. illrFaad ro batuda ddnr Epa.tiig. rodF

c@aotrrr, qfuado qrit6.(l a,!! hit{fir dtauaiEa 6
rdrl D.dt Grldu @!@t lA.l G!fur.

DLDi0Do.fbrl.f..tLdo bdbld!.l

Eoutifr! !.Ei fmr tu'Fodind yit!.I !.dotrr.iltt
(r h 35(4) 6ki bG tt .od.d, dc}!lo?.rr. a ,.rt {r8! irDrlldr
ft6 d&odrS 6 rtr.iDt ln rnrtio[ &od dtdr otu Foicctr

Tli. ii6.. hDrlrb -d fEit ct+rrac c6!ll!6 fr(,l/6.

f,tHrtl't.tllt d, Cortrlloed4 Pruodo

K6ra't rd{irf ad@.a Fr.cli.d ed adn&d !rr*a rhcad,

Fot$it doc.rdv! 6 Did.rdi!8 mrtcioti iDchrfot i! lba 8lrEid
se,
ft. dr @ !.d to &{ficdr d.ed Fddtrtuior qd.r 6it Bi!,

aapacirly Yri6 digffilt Logurgc.

f!.! fuL B.a lL I-E Ed Urtba Pita.a

R.guh6, rtrlsdo! rhord rtadn o th! f@.1 lreec! .Dd litdo, o{

ti!! l raa, d f@rl lrEoddrl ..tiiit , Itn I cn bc orargd oda

ll



fr-iliH'$i,

tudld drutili!! cd rfralog! taIE

Glotd N6r Ir. Noa CrlEbE Prffi

. f,frjqi*tt dd. ilSrLE tnr vttrl r..t, -! !.6oa.d (!.& vi.
disl@a talsi@ cdi r&E{rl d trt .i.r 6!, c.!bc

!r@q.d r.IL
. A cqla! bd o F@ioo i. od ddr?Iitn gbb.l !.d Frri...

ud catta cffi {fioo tauty diri,.

Sccdor. 40 & {l oa Tll Bi[ Foeid.. f6 fiet up to l0 roilliG

F infdi, d Filor rhr of up !o 5

Rrduc. ti6 moodrly Fodti.r rd jril tiD. to di8t

with Friti.. f6 rimihr ia&Eti@ in o.h.. 6n eid
Tb. p.o.hi.. u! dkFportioo6Ely hith coopuld b rtor. iEpo.d oo o6.t
it|.Eid iEtilltirl!. FE i[nEcq q.ritiry . FynEi r.rvi€. For/id!,

wirhod . bc!r& dEicu . 6e of sm.m KES a . rb!.-ycr Fir.a EE
Em.nriv. p.rnd.. discowr8! in"svxior rDd 6. gropth of rhc vinud srla

RaaooDaoiLdor!

R.dt c.lt mo.{ay F-rrXn udj.il riD.o.Iittr *i6 p.orni.r f.i.inil[
ilAtcroor iD od.r 6!.lrirl rera! s€t .t tlE Flucln r..vic. Fovidcrr

nIIX SCBIDT'I.E Urtd Alrd s.wb.. IntEdE Ulitod [a!ac. rtsir r. n r .&8s, -

Ultt a VIrt l A.ds.rrt Pitrld.. .-6

Ld6L
r Md, V SPr Frciu Edtipb rdviti.r sw th. vrlu! cb.tu (c.!",

clraodr, dfu8., Fy!B),

t2



f,Jlffttl*

(l) A F oo Ery q0ly la . urifcd E@ lo co!&.a

@ 6 elritd raaatE taa 6rb lli! A.t.

(2) A u! ld EccE tLr[ .do.i.! ti. [..o8 to otu
@ tt b virtld &sar r.d..r. hclrdht hn rd lirriEd

G

(O .trdod, .d ei&.Ato! d titu l arcq

(b) oFri.o d.virod.t .a EdDt pktoEi

(c) lrctrntp Uwlao virE l tr..t rrd fi olntr ,:

(O ErD.fcr 6 r.ttbd.d of virtd aatco o ba$!tr of

o) TNa Arrtait, Ery hpo codidc.6litnirniDr
witlh !t Ei6.d lic.n sb.!.d6tt r{Dtc.a'! dt
F866, (?.rdoll c.p.ctt ed coq$re. b.r6r.

Rlqutlry r q.rs ll!@ f('!.d i.ryfc6 t rhpu.rivr.Dd

Mb!d.
A tEi!.d [c.a.., ddlr !o hon, r tratiq ltcc*c opaur. tou
irr6[rE olardfh ,hiL ldntrilirt .!C.oFia. at'$ld.r,

-t""d+
Tlda rpFtcb rloDaa c@plroa! co60Lrit, Ed !rypGu

iordo. c4ccirlly fc alotd ( tu&.cl VASP!

NEWTInOBoSE SrsrloNr

S..doa

P'opo.d ndod. Nlr PI[Po..d hltud
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ASSEiS
CliAMETFJ
vtflIuA

B

IEl. [r P.rl

Vtr.6611|!
Llcr il StltL.oh
Ir)

n.ltoo&
Orr ovErl rdiEot i. 6ra K.oyr rbdtld dopl r poliq of e'rqid lt ogEitio rDd rlgulr.ory

.$r\nLoc.. r..ogniiin8 Eur.d fdrig,l irrtElEta ,o 6.r falitD d.blccoi! iraE dm't trlt io

coopt wtt ir.y difdllr n c. io firy coutry thry q6d. i[.

Tt C.[ts{ BUI'r dr.D&E tu ro Egulr& th. i!..!rbcc of tcoyr SNItinAt. Wirh ngrd lo firl rDd

bo4h{ctld drbLcdDr tbc C.at{ B.rt of Xrlyr (C-BK) i. [t ly to fcu. iB ovlrd8h dt iDly or

KE$b&bd d.bLc.t!r, iri iEF.rrDt to ilclud. clar l.t.I Ecostririoo for.rlbL.oilr b*Lcd by

dE r ix 6d curci.. [t t]. USD, E{]R ad o&.r GE contric.' cqccirly et.[ thcy s!
rk!.dy li.d.d h *c[rtgufnid nslri| c.8 irbbc{iE rlE dy lictald [!d.. E,l!F.! Ud.a

lBtJ) tla,r.,! i, Cttpb Att.r, (rrr:O() Rc$iltio .

X.' b.r.rfr o( lbb .ryrortb Ho&:

h.&doo b, Ihn d lrrsrdd.l Isr: By Ecogaiziog fordSr crtrtrry n bLcoillr

drrdy licrnrod in wdlrcsuhlcd jurirdicrioo. Karyr b.cot!c6 r msE itE .riv! ,D.rtrr fn

Slobd i!glq!. Thi, .!drB .irEy b[ri.r! rd @courag.. rlsporibh ..l(i! lo p.ni,cir{tc

wiltdr. r..dinS Io dplicd! corDplili.. Foc.s!.. rlrsdy $ti.icd cLcrylgc.

2. Pt@o... nlrrd.l St Utrt .Dd Co.rD.. ProL<doo: Thouti rligD'l ar with glob.l

.rmdl,dt. ltrh ., rB.rvE b*tiry. €lc( rldcopdm dthlr Dd lrrytEry i! opcrnioa

Ikdy. clo .r$'l th.t oly Lith-fu&Srity ra.bL.oirr op.rrt i! irt Er,k( f,air !$.gu!rd.

.oa!rraE(' *hilc E iruilin! lyst mic fnrEid rtsilicr.

3. St![!tl.r &r,lt Gloh.l ftd6mllt h lX!ftr! nn lt..: ftinr. prDSE rirr, coq.trtitE

.ppith bood. f,.oyr'! crlditirity .r r L.d.r iD digid rr..t rEgtdrdoo ..rot clir.rgirg

Erltr!!. Ir Bc r r .trDS ri8!n 6r. r,ayr ir opc. fc hlsiG!, ilt rrpctrblc witt E j6
6[.ai.l sydaot, .od comEitLd ro rllDoociblc iDmvatioo"

,r tbb.br qitu ' Ir,tr?rd. s,{,ot
'Rccogniz.d Jt itdrrion' tuai' an," lot isn junniktian ihov ftx ato^

lr@dotalot ttin@l ks.tr S.aK. PD d.B tvs b..^ d..n.d.quwL bt
th. R.l.va^t Auhotitt n &a1't loac. |'nh Pon yll h.fti.-

'R.s.tu Ars.tr" hzo,Lt th. fi,on @t i,:t@c s t ld to bo.] n iobbcoi,-
itfuAat .Lth .Lth .quied..rs. atu! sot.m,n n, bond! Lndtiaakd i^ th.

PART VII (NBII A.fr)
FORZTGN [,CXXSSD STADL&CON TSSUERS

t6. n cosrbor of Po,!i3.-lrrd $et,.€ot,,
(1) 7\i R bt@t! A!dl,o,i,' itt l"cosni.. a,tnbLcoh

(a) l, nabhcoh b bac*rd b, o ct r.E, otl|.r ,ttot tl,
K,,ty, thia;^i:

(b)rlu b .t4 e idLcoh b nc.r.t2d i, a Ecco$h.d

(c) rfu t obLcoin a, fur.d b, r.t n e.t.rt whiri_
(lt 

^.ct 
h. p,ud.nnd ttorda t pE c.tb.d bt tt

Adabry atletitt q rt. R.cotirad.rur,tdbiioi an
@ tor;th rt. 8 .fl. E$ift*n , t , b, .te R.Leat

(2, Ylet tt', n$i tn aB ud.r i.bt c'ri,,! | I ) an a., to iu
ro,,,,ftion of th. R.bv@t Attiotirr, dE R.hvat h,rtptiq
tlell i!,y . ha.r ol b obj.crr, b t u lo(it' lkcLt d
bttut o, h. ttabkcoi^

Pq*.

Sut/,fa/,
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4. Cr..lr. r P.rirrt h. fdtt Rcdpfod'l By E€osaizjrf M-XXS rublccoilr iodry, K![yr
tryr ttc trurodwct fcr io oro XXSb..t d (tbLcoin to b. E t (.d rbro.d lai! fod.rt frn
tc.s! Ed poritidr X.or.D 0lrriil Foduct! fo. id..rdidrl $tlrbiliry.

W.lh. rr.6dd tb loEorllt:
1 In!odo.. F .|nrrorl b. n {oS dor Fotdf,l C:trft!.t Strlrt.oh. dr! dy [..6ocd

.kt: W. Fo?G. Flvirioor rhd dhir r!.oglitio (!or li..a.i{) of USD. EUn" .nd

oth.' f.rrit[ crfirocy-betrd dsbhcoiir to cirsularc loc.[y. Ttrt! ilowr oprtrElt t,d frtroc$,

mrtiDg h DcE lit ly rtr oah.i c{,lrEic. wil d- rno,* fitu ! KE$brtld nibldriri i, S.n
ErrtcB. Thir tird of twcw.y Ec.!r i, alrt.dy lloq,cd uDd.r borh rh. EU'r MiCA n8uLtion

.nd F!?o.d U.S. rEbkcoi! hcr.-

b. Ford8r LlcGrr.d StrbL.otn lrurrt Mrt Eold R.*rr.r W[.rr Thcy'E Il.r.idl
Strblccoi! iteln rh.lold h. rll,!i.d lo told rt ir r!..rrs i! 6. .ooori6 eb.rE lb., s!
dr.sdy lic.rE d rld ilruing steblcoiaa r! long a! tbo6c rticnt n Gr K.try!'! 6riDdrr&. Thi!

.!oih faciry itl|rlrr to tPh up a duplic.r. rbk rrrdvc! mryy-i.-rilr. nrLint o[Ertior
mdr cficild ard r.Lr.

, ( I ) Ir* Rcb*sr Anj,ority t s, bt tDib. ia rt. k aa
pablbh a bt ofiutitditlir,t vhor. Lgal a'd ftSulatory

lt@,titto*t Jt rtabL.oi, ilrw. dn EErw @,6t t*,!
eE dc.'Ed R..ogrnvd bltdidn , i,t E ,rya.
(2t In d.t ,''il,,iry a k ot tiz.d ,rurisdi.ria t]* klzvon
Alrretiu t lou c otltid.r-
(o) aligr,,,,zn wirh Sbbal nt'&'dt;
(b) trunt,,.,Et,d, ed nt d. ista$na, n$h.n .att ntd.r
dt R .o$iz.t lurdncdo 'ilrur.,qorrq
(.) try.flkory arld d{oftcn nt co4bilirLt o! lt loEiSa

(d) pantiBrion i, i,tct dit tsl loorrbl cbpctotim

(3) ltu Ett 4 Rcaynzd lytkdiaian tll,,ll b tbj.c, b
rridie nyiev aad aay be aMd.d o, ,tw*.d b ,ptu of

lcogird
It t',tur,,,,,
,oe Pod3'
Lk r*,
s&6l,tolt

18(I)AtuftittLi..Lt d Stabhcoi" lr$.rr slel b.
pel',n r.A b iuinrai, A.ten Attrtt h , n coSnizrd

fubdi.rior {ia prn blt ic.*t , y.ovUa! ttet-
(a) th. Rct fl. LLrca tnec 

^.t tt,k ctlr..i. pE crib.d th.
R.co$irrd luitdi.lior; od
(2) 11,, R.Ltud A!tu iry ta! r.ryit Nrd-N,t, arEflarldt
o, oza, ftporrt wilyht tr.h codplia*. ptiot ,o opprorol ol
rldt Fot it t Lkcntd Sta alon biQ,t.

Lqa E.U
bt lbftkn
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asstrs
CHAMETfl

lEtl.E hit I
- Ojo.
h.Drihg)

Wbf L U.Ei. P.ryo.ftrt?

tj.G!!. p.t{dtilr! lEfur to t rlguL.ry D..hrni! lid rlbwr r fleirt svb. Fwi&, [..or.d
i! @ jtiirdidio to oP.trt! iD &dhr4 xd$.d n.diry to ot{rin r Ew liea.. in lt !.coDd
jlrir&cd6.

Ttir ir rypicrly dlor.d ll!d.( ft!@enb wha! juddidioot h.i! mSDd m.otlitiG a rcguldory
Gquivrt@ .gr@!. EoiDt th.y Eud r.ch olb.da rqdrd, nrodlrd! lo bc &fti€ody iliglcd

Io rh. coatrrl ofVASPT,li:..tc p.rtporti4 $!uld.lrblc. V SP..t tnbl.iiD itd.t li..8.d iD r
w'll-rlSt Jr.d cooouy (c{. uDd.. th. ELI'r MiCA frrefldl. d Sorlb A&icr'! FSCA) to oF.d& io

Xrs!'r witt linit d rdditforod ticcad.S r.Srir@it, $bjd lo c.trb lo.{ coqlie ob$ldrat
(c.!. Ec.rdls R.l AMLrCFI, Tlt, a c(ae,E lraari,o bfi).

&t Lldlr dU@ P.4ord!t t!dn&

Po.ili6r lcoyr ra 6c 'Silicm Srv& h' ot R.8uh.d Digirrl FrtrlE:

l. SDDDct l}. 
^fi..! 

C.&. .1 ftE T* tut (ArCtrIA) .!d P ISS llt rrdm: A
pr.F.drg hrlr,nt c@dca.al, AIWf,A fp.L b, ,tdttiag llgrdllqy hrti.fl to

ilr..Afti.r! dsitd bd. rd oct.tcdrt poymtr. lt dr di8rt eili lt h!-Atic.! hyn d
dd S.aLs.d Sy.tlt[ (PATSSI .odfing tD...ta ctr'E., int rop.nbility rDd 6n Eitl
iElolior eaa mbar tlrlar.

Z LI@. F Oorrt a trlobrc.. Xrrt 
" 

E ddr - ll. Sll.or S.rrod, h@ d
hwrtld: Ey odaiDt . ch.r, cficitor p.ll9ly f6 iidEldi6J frE to op6.& su Atic.
vir lkry.. tb couotry cs! corolk d. it mt .r r llull.bfod fd .egdd.d
ierrii{D-{alityio! itr t.{drio. l. li cGi@'r'SiIc@ Sw& h-' SirtCy, tny Fodldr
l|lt$H i! fuayr wi[ hc rt E to t .otci.fy t .I! lbrul'b Pr.lpGtit kE C(mttct Pid.,tn
D..diD8 to ob(!h r hn Uc.rrc lh.E.

3. EeJnft frrddp.th. bt lt!-QEdltt Glot l lert: By ,o&EiDg &rplidtut lic.rtiDt
r€qrirllEl|t' IGryr op.o! &c do(. fa rcFrtrbh inEmtliood oblait lDd foleb F!flid.tt b
q.r.b i! lt rqi.a. crplDdiif rcc.ss lo ErltLd 6!t*i.l tool, f(r hriE{cl rd coalEr

ll 
^...Ltr 

.. IDmyrdoo rrd Actt!. to lxrtd C.! t I Wirh ..tkr or*tr .dy. firB. c.!
npidy d.d., iDnc dile .ohi6r fc FyE Ert, LodiDf. r!l,iur!..t, rod t yirg!, tddtEs.irt
lGl6!sdd E d..nd 6['Einf digid i!fr.rtr.llrE so. Etd Afticr.d tqo4

A.A,r. b.b.4rbb$ Itut't da S.criot:

'turyorr tC' ,uqr tli. iett of a foEisn-li.t*ral vl''n4l
Att2t S. id W2, or Sbbbcoi^ ltwr,o DtwilL t.Dic.,
vud, E nF winoa .Duhbu a t rd. ldrgib trta|.Jr'-
tbj.cl .o ;E{,,t rio a{ iE laizig t,f.,ttr ee, Pan E ot

P 'IT IX (NEW PAKI)
LTCENSE PASSFOMIBTLITY

{, (l) A \rmrd As.r S.rai.r Prwid.r 3h.[ bc
c[giblc fG p.r!po.liD! ltld.r tir Ao if-
(r) X lt &1,licco.cd d oltdircd in t R co/ni..,l

O) Il rsbsitt r psrlpcriDa mri6c{i(a ro lf
d.si!D&d rd.lity iD rt Flsdibod f[imi l.d
(c) It .8r! . @ c@dy wili tt Cpplic.bL Fovili(to.
of 6ir A.r' iDchrdias r[ ob8tstiod of r
li.r.6r+bold6 uDd.( 6ir A.t
(O Ar?oid t lGl rwr..Dr..irr a c,iiblirb r loc.l
poilt of cootraa for rp.wir6y cdr!tpd'.r.r;
(c) Prsvid. !{cD.dditimrl iDhrmrdm.! ttuy tF
Flrsrt d by &. Autho.iry. iEludiD, d@@ti6
of coopli@ ?irh dicrbb K.Eye n rdnd!.

(4 Ttc R.lcvrn Add.ity. irt, b, todE h ttu
Cqr 4 pubnrf a ia oliqlsttctit tt d..E d b b.
Re.oyir.d Ju/i'.lictio t fG lbo F rF... of tbtt

@ub
88346'",
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5. An.G! n dol E rdqErto .rd llnt FrrD. r..titr! ro op.rr! EB mdlipL Afric&
6!t lr wil 6rd X.ryr e id..l h@ t6ta Ttit kil8' iot+ i.Icat &rdope.4 Glllltsy
crFity-br diry !!d dlcF irvciE.oa ido fu counEy'r tcci 6o.yrLr[.

6. EErt&. R.dDrEt Ac.r! fo. tr !t r FodEdr .nd BIS StalrL.ol& By rEcosrirjDt
h.dg!-[.Gntd Goftn* f!5yr st[g6.at iD crl! f(. rlciFEl !!.M &oiA p.aid! th.
wry ,a KEgbl.tld ttrbL.oi!. .. Icryt! pltd(El !o gri! Eult d G... to irl! ri6rl .nd
rcgi.ad ed....

Our n co6 ndrtloEa:

.- lfi!&c. r hslpo.tiry F UE{st to dlof, fq cooditiod [c.D!. F$FrriDs fa vASPr .bd
,tr!,I@h i.aE! ftoo jurirdi.ti6, wit! cquiv{.d rttulrlay drD.hrdr.

h De. 'Eqdr.Ld &.ll ctlc': cd.blirh . Utl of troi.d jodrdidioG (c.f- Sqrlh AftE 
"R*lnA, zu. Ut( U.S., Sing.pdE) $tc. VASP ft{ul.ad, ngiE . rc noogdr.d r. rBtnci.ntly

rot{n lrd dt .d wi!f, floF r fnEiil rEtilig. colsd.i Foacrioa rtrd AMLITT
rrsuiramu$.

c. Tb R.LvrDt Aurtdiicr rbd d h. mrdr&d b r/o* wirt F.. rcSoldar !o n8! MoU! a
@tltl It ofDiti6 lgrEtett thd llppcr Prt pordnt !{.wirry coqdiDrtifi d inffilrtio!
rhrb&

4(I) Ab.d,t o. alda,irdb ,t@th, b, a

@rwta! auffi, b @t.qntab$ jwltdi.ti/n rr,,,,J

bc,tcorrn ed h Xrirah. ttt llnlt t plrpatc ol
dbwhS t ltcc'! .. ro oVente o, a Vfinl Ats.E
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Attn: Mr. Samu€l Nioroee. CBS

Dear 5irs,

Re: Comments on the virtual Ass€t Service Providers Bill, 2025
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Pursuant to your notice for comments dated 11 April 2025 by the Clerk of the National Assembly on the Virtual Asset Service Providers 8ill, 2025 (the Bill) which was
published on 8 April 2025, we have set out our comments below.

Anjarwalla & Khanna LtP (the tirm) has a policy to contribute to the development of legislation in Kenya and to encourage the advancement of the rule of law. The
Firm is grateful for the opportunity to share its views and has set out detailed comments on the Bill.

1 Detailed Comments

Expand eligibility to include pannerships/LLPs meeting capitalization
requirements.

We recommend the establishment of clear inter-agency regulatory
authority, such as a Joint Virtual Assets Regulatory Authority to
mitigate potential jurisdictional overlap and confusion.

Section 3(U Restricts VASPS to companies re8istered under Companies Act,

excluding other legal entities.

This provision designates multiple reBulatory authorities to
operationalise the Act. The Schedule of Virtual Asset Services

indicates the "Responsible Relevant Regulatory Authority" for

Section 6

Sectio n Comment/Observation Recommendation



each type of service. For several categories, both the Central Bank

of Kenya and the Capital Markets Authority are listed. This explicit
dual desiBnation for certain services raises concerns about
potential regulatory overlap. Moreover, the provision in section

6(c) allows the Cabinet Secretary to desiSnate "any other body" as

a regulatory authority which further compounds the risk of
fraBmentation and unclear lines of responsibility.

Section 14 This section provides that a licence issued under this Act is valid
only until 31st December of the year it is issued which could
potentially create administrative inefficiencies for both VASPs and
regulatory authorities.

Section 23 The current drafting of section 23(1.) states that '? yirtuol osset
seruice provider shall ot oll times mointoin its business in o
finonciolly sound condition by complying with such copitol,
solvency ond insuronce rcquirements os moy be prescribed". The

phrase "os moy be prescribed" indicates that the specifics will be

detailed in future regulations, leaving the primary legislation
without concrete guidance on these crucial aspects. lt does not
give stakeholders the ability to comment on this crucial aspect of
the proposed law. Furthermore, the Bill does not currently
differentiate capital and solvency obligations based on the diverse
risk profiles ofthe virtualasset services listed in the Schedule. For

instance, the risks associated with a "Virtual Asset Wallet
Provider" differ significantly from those of a "Virtual Assets

investment advisor".

section 27(1!(b) This provision requires the relevant authority to notity the
licensee in writing that it has no obiection to a material change,
but does not provade a timeframe for this notification.

Section Comment/Observation Recommendation

Consider introducing rolling licence expiry dates based on the date of
issuance of the licence to the VA5P5.

Our recommendation is for these crucial details to be provided before
the Bill is passed as they are important considerations for
stakeholders intending to engage in virtual assets services business.

lntroduce risk-weighted capital requirements. This approach would
link the required capital to the specific risks inherent in a VASP'S

activities.

Provide for mandatory liquidity coverage ratios. This would require
VASPs to maintain a sufficient amount of highly liquid assets to meet
short-term obliEations, thereby bolstering their resilience to market
stress and ensuring the ability to meet client withdrawals.

Stipulate a reasonable timeframe within which the relevant
regulatory authority must respond to a notification of a material

2



Section 28 (11 The provision deals with approvals for share transfers.

Requiring prior approval from the relevant regulatory authority
for any and all voluntary transfers or disposals of shares in a

licensee may not be necessary if (1) it does not result in a changes

in ownership of the licensee, for instance, if it relates to transfers
between existing shareholders who will already have been vetted

at the time of licensing; and (2) the changes in ownership are not
significant, for instance, transfers or disposals of 10% or less of the
shareholdinB

Section 44 This provision grants the relevant regulatory authority the power

to require online or automated real-time read-only access to
client transaction records.

Section 45 This provision provides for the passing of future regulations to
deal with matters that could be of significant import to licensees.

These regulations will be passed without proper panicipation or
consultation with stakeholders.

Section Comment/Observation Recommendation

change. lf no response is received within this timeframe, the change
could be deemed approved.

Allow for voluntary transfers and disposals between existing
shareholders, save when it results in a change in control of the
licensee.

lntroduce thresholds for significant ownership changes (e.g.,

exceeding a certain percentage) that require prior approval, while
allowing smaller transfers with notification to the regulatory
authority.

While important for oversight, the Bill should be passed only when
the reBulatory authorities have implemented appropriate data
protection and security measures that will safeguard this sensitive
information.

We would recommend that th€ matters to be included in the
Regulations be the subiect of this proposed Act to ensure mandatory
public participation and consultation on all significant matters
touching on the virtual assets services business.

2

2.L

Conclusion

We trust that the above comments on the Bill and recommendations are helpful. Please contact us should you require any clarification

Yours faithfully,

Shellomith W. lrungu
for and on behalf ol Anlarwalla & (hanna LLP

3
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Date: 266 May 2025

The Cletk of the National Assembly
Office of the Clerk
Main Parliament Buildings
Nairobi, Kenya

Attendon: S. NJoroge

Re: Submlsslon on The Virtual Asset Service Provide rs BllL 2025

We rcfer to the above subject matter and your public notice dated I 16 April 2025,

iaviting the public to submit their comments on the Virnral Asset Service Providers

Bill 2025.

Please see annexed to this letter a schedule, setting out our cotruncnts and proposals

relating to the Bill. Should you require any clarifications, please do not hesitate to
contacts us at admin@credence.africa ot tt +254 719 468240.

Yours Faithfully,

Muthoni Njoroge
For end on behalf of Credence Africa



CREDENCEAFRICA

VIRTUALASSET SER\TCE PROVIDER COMMENTS FOR SUBMISSION TO TIIE PARLIAMENTARY COMMITEE

PART I

CLAUSE PROVISION PROPOSAL RATIONAI./JUSTTFICATION
) competent authority" means a

relevant regulatory authority
or any other body designated
as such by the Cabinet
Secretary by notice in the
Gazette

Amend the definition of "competent
authority' to read as follows:

"Competent authority" means the Central
Bank of Kenya, the Capital Markets
Authority, the Competition Authority of
Kenya, the Office of the Data Protection
Commissioner, the Communications
Authority of Kenya, or any other body
designated as such by the Cabinet Secretary
by notice in the Gazette."

The current definition of "competent authority" is
overly narrow and limited to financial oversight
bodies. However, the nature of vimral asset markets
demands a cross-sectoral regulatory perimeter. Issues
of market conduct, data protection, and digital
communications infrastructure intersect directly with
how Virtual Asset Service Providers (VASPs) operate
in Kenya. Recognizing additional regulators within
the statutory definition enhances legal clarity, closes
enforcement gaps, and strengthens inter-agency
coordination.

l. Competition Authority of Kenya (CAK)

VASPs increasingly operate as digital platforms,
marketplaces, and product ecosystems----e specially in
the case of utility tokens and token-gated access
models. This raises key concems under consumer
protection and competition law, including:

Misleading or exaggerated claims about token
value or use
Referral-based growth models that border on
pyramid schemes
Market distortions caused by abuse of
dominance in token ecosystems

The CAK holds statutory responsibility under the
Competition Act and the Consumer Protection Act to
address such conduct. lt also plays a critical role in
supervising business practices that affect pricing,
access, and consumer choice. As tokens evolve into



mainstream consumer-facing products, the CAK must
be included as a competent authority to ensure non-
financial market harms especially those impacting
retail users are properly addressed within the VASP
framework.

2. Oflice of the Data Protection Commissioner
(oDPC)

VASPs collect and process extensive volumes of
personal and sensitive data including biometric
identifiers, transactional metadat4 and behavioral
profiles during onboarding, wallet creation,
transaction execution, and AML/KYC compliance. ln
many cases, third-party tools embedded in crypto
platforms track users' activities through blockchain
analytics or off-chain behavioral surveillance.

ODPC oversight is essential to uphold the rights
guaranteed under the Data Protection Act, 2019,
particularly regarding:

Lawful basis for data processing during user
onboarding
Consent mechanisms, data minimization, and
transparency obligations
Regulation of algorithmic profiling and risk-
scoring tools
Compliance with data localization and cross-
border Eansfer rules

Virtual assets are increasingly linked to personal

identity and digital profiling. Without the explicit
inclusion ofODPC, users are left vulnerable to data
exploitation and regulators lack clarity on
jurisdictional authority. Moreover, aligning with

obal data tection standards such as the EU



GDPR) enhances Kenya's credibility and
interoperability in digital markets.

3. Communicrtions Authority

VASPs rely heavily on communications infrastructure
to onboard users, send alerts, advertise products, and
conduct customer eogagement. Key areas where
CAKOM's mandate applies inctude:

Use of telecommunications networks for SMS
alerts, USSD codes, and two-factor
authentication
Crypto promotions sent via mobile marketing
or in-app messaging
Iatemet-based platforms and content used to
advertise, onboard, and interact with users

As crypto adoption grows via mobile-based apps,
telco-linked walles, and multi-channel digital
outreach, the Commrinications Authority becomes
vital in ensuring compliance with the Kenya
Information and Communications Ac! including rules
on:

Consumer protection in digital financial
advertising
Oversight of telco parherships or co-branded
wallet services
Mitigation of risks associated with
misinformation, fraud, and phishing via digital
sgmmrrnig3tions

VASPs are not just financial services; they are
technology-enabled products deployed through
Kenya's digital infrastructure. lncluding CAKOM as a
competeDt authority ensures the regulatory Aamework
encompasses the fu[ delivery pipeline of VASP



services especially critical in a market where mobile
access is the primary gateway for digital finance.

4. Strengthening Institutional Clarity and
Legal Certainty

Leaving these key regulators to be added later via
Gazette notice introduces legal ambiguity and
weakens Kenya's ability to act decisively and in a
coordinated fashion across agencies. Clearly listing
them in the principal legislation from the outset:

Avoids regulatory turf wars or delays in
enforcement
Sends a clear signal to industry stakeholden
about compliance expectations
Supports whole-of-government regulation of a
complex and rapidly evolving market

This amendment ensures the Bill reflects the real-
world intersection of finance, consumer rights, data
govemance, and digital infrastructure. This positions
Kenya's VASP regulatory regime as not only
credible, but also resilient, adaptive, and fully aliped
with the demands of a digital-first economy.

2 "e-money" has the meaning
assigned to it under
regulation 2 of the National
Payment Systems
Regulations, 2014;

(stablecoin" means a virtual
asset designed to or that aims
to have its value fixed or
pegged relative to one or
more reserve assets,

PROPOSAL

Delete the current definition of *e-

money'
Remove the existing reference to "e-
money" as defined under the National
Payment Systems Regulations, 2014.
This definition is outdated, unused
elsewhere in the Bill, and
conceptually incompatible with the

RATIONALE / JUSTIFICATION

l. The Current "emoney" Definition Is
Outdated and IVlisaligned with Crypto
Architecture
The existing definition of "e-money," adapted
from traditional mobile money or prepaid card
systems, assumes a centralized issuer,
redemption in fiat, and electronic or magnetic
storage. These assumptions do not apply to
crypto-assets, which often operate without an



includingf at currency,
commodities, or other virfual
assets, for the primary
purpose of maintaining a
stable value of the stablecoin;

operational and technological realities
of modem crypto-assets.

2. Introduce a new definition for'e-
money token'
lnsert the following definition into
Clause 2:

*e-money token' means a

type of crypto-asset that
pu{ports to maintain a stable
value by referencing the value
of one offrcial currency and is
intended primarily as a means
ofpayment.

3. Replace the delinition of
*stablecoin" with'asset-referenced
token"
Reframe the terminology and adopt a
broader, functionally inclusive
definition that accommodates both
fiat-pegged and multi-asset pegged
digital assets. Insert the following
definition into Clause 2:

*Asset-referenced token"
means a crypto-asset that aims
to maintain a stable value by
referencing one or more
assets, including fiat
currencies, commodities, or
other crypto-assets, and that
may use reserves, algorithms,
or other mechanisms to
maintain that value.

issuer, are held via distributed ledger systems,
and are not redeemable in conventional legal
tender. As such, the definition is structurally
incompatible with the decentralized and
programmable nature of digital assets.

2. It Is Unused in the Bill and Creates
Potential for Regulatory Misinterpretation
The term "e-money" appears nowhere else in
the Bill. Its presence serves no operative
firnction and risks creating confusion among
regulators or drafters-particularly as digital
payment and asset technologies increasingly
converge. Removing it prevents
misapplication in future subsidiary legislation
and avoids conflict with existing financial
sector laws, including those goveming mobile
money.

3. Legacy Terminologr Obscures Blockchein-
Based Storage Models
Language such as "electronically or
magnetically stored" presumes outdated
architecture rooted in banking databases or
mobile wallets. Crypto-assets are stored and
transferred on blockchain systems, which rely
on public-private key infrastructure and
consensus mechanisms. The current language
fails to capture how blockchain works, thereby
introducing legal uncertainty as to whether
crypto holdings qualiff as "stored value."

4. Redemption Model Embedded in
Traditional e-money Does Not Apply to
Crypto
Under the traditional e-money model, users
deposit fiat and receive e-money in retum,
creating a legal claim on the issuer. Most
crypto-assets, including widely used
stablecoins, are trot redeemable in this way.
Some use algorithmic mechanisms, while
others are collateralized by offshore assets.



These models do not fit into the oDe-to-one
redemption Aamework assumed in the curent
definition and thus fall outside its scope-
despite being economically sipificant and
widely used.

5. Narrow Scope Fails to Capture Emerging
Asset-Referenced and Hybrid Tokens
The definition is too limited to account for
tokens that reference non-fiat assets such as

gold, carbon credits, real estate, or even
baskets of digital currencies. These asset-
referenced tokens are increasingly used in
cross-border payments, remittances, and
investrnent. Regulating them under the same
outdated e-money definition would either
exclude them or incorrectly classi! them,
weakening regulatory oversight and limiting
the ability to apply fit-for-purpose safeguards.

6. Programmability of Digital Assets Is Not
Rellected
Today's crypto-assets are programmabl e

instruments capable of automating payments,
controlling access, enforcing contracts, or
managing investment rights. They are not
passive stored value but active financial tools
embedded in smart conEacts or decentralized
applications. A definition that does not reflect
programmabil ity risks applying static
regulation to dynamic insfruments, creating
compliance gaps and stifling innovation.

7. Replacing "Stablecoin' with "Asset-
Referenced Token' Ensures Functional and
Legal Precision
The term "stablecoin" is too generic and
colloquial. Not all such assets are "coins," and
the term does not distinguish between fiat-
pegged, commodity-backed, or algorithmic
models. A more appropriate term is "asset-
referenced token," which covers any crypto-



asset that seeks value stability by referencing
other assets-be it fiat currency, gold" or
crypto. This tenn allows for differentiated
regulation and supports risk-based supervision
of distinct product types.

8. *E-money Token' Accurately Captures
Fiat-Pegged Crypto for Payments
"E-money token" should be introduced to refer
specifically to crypto-assets designed to mirror
the value ofone official fiat currency and used
primarily for payment purposes. This
definition provides clarity for applying rules
around licensing, redemption, AMUCFT
compliance, and capital requirements to a
clearly defrned class of payment instruments
in the crypto ecosystem.

9. Strengthens Legal Clarity, Supervisory
Tools, and Consumer Protection
By introducing clear and forward-looking
definitions like "e-money token" and "asset-
referenced token," regulators can tailor rules
based on function rather than outdated legal
forms. This supports Kenya's ability to
oversee next-generation financial
technologies, address systemic risks, and
protect consumen engaging with digital assets

across payment, savings, and investment use
cases.

10. Future-Proofs the L,egel Framework for
Innovation and Global Alignment
Removing the legacy "e-money" definition
and introducing these crypto-native terms
ensures the Bill reflects how the digital asset
market actually works. It enables Kenya to
establish a legal framework that is fonrard-
compatible with emerging token sfructues,
interoperable with global stqndards, and



adaptable to new innovations without
requiring constant legislative overhaul

2 Custodiel wallet provider'
as:. "a person providing
cus todia I wal I et s ervices
under this Act" ;

"Custodial wallet' as: "a
wallet in which the private
keys to the subjecl's virtual
assels are held and managed
by a third party for proof of
ownership and facilitation of
transactiotts . "

l. Revised Delinitions for Clause 2
(Interpretation)

*Custodial wallet provider'
Means any natural or legal person that
provides safekeeping, administration, or
control services in relation to vimral assets on
behalf of third parties. This includes private
key custody, delegated transaction authority,
mulfi -signature access, escrow-based
conditional control, or smart contracl-based
access management.

"Custodial wallet'
Means any digital wallet, platform, or
contract-based arrangement where virtual
assets are stored or made accessible under the
control ofa third party, whether drrough key
custdy, conditional locks, delegated
execution rights, or governance protocols.

2. Proposed Additions to the First
Schedule (Virtuel Asset Services)

Type Function

Custodial
Wallet
Services

Key
custody

Description

Holding and
securing
private keys on
behalfofusers
for the purpose
of enabling
safekeeping,
access, or
recovery of
virtual assets.

RATIONALE AI{D JUSTIFICATION

1. Revising the Definition of "Custodial Wallet
Provider' and 'Custodial Wallet' (Clause 2 -
Interpretation)

l.l The current definitions rely on a narrow
understanding of custody that is based exclusively on
the possession and management of private keys. This
model originates from traditional finance where
physical possession or key control equates to asset

control. However, it does not sufiiciently address the
realities ofhow virtual assets function in modern
financial ecosystems.

1.2 In digilal environments, control over virtual assets

is often exercised through functional authority rather
than direct key possession. Service providers may
execute transactions through smart contracts,
govemaoce roles within decentralized protocols, or
platform-level permissions that allow them to enable,
block, or redirect user assets. These arrangements
introduce custodial rish even when the service
provider does not physically control the key.

1.3 The definition must be expanded to reflect a

broader and more accurate understanding of custody,
one that is based on firnctional contol, delegated
authority, and the capacity to influence asset transfer
or access. This ensures that the law captures the full
range of actors who present risk to users and markets,
improves regulatory reach, and strengthens consumer
protectioD.



Escrow
Services

Delegated
Access
Platforms

Conditional
custody

Smart
contract
control

Temporarily
holding or
restricting
transfer of
virtual assets

based on
predetermined
conditions,
contractual
terms, or smart
contract
triggers.

Authorizing,
managing, or
initiating
fiansactions on
behalf of users,
including
delegated
signing
authority
without
holding private
keys directly.

Operating
platforms or
protocols that
control user
asset access

0rough
governance
rights, multi-
signature
schemes, time-
locks, or
protocol-level
key control.

Administrative Transaction
Control execution

2. Disaggregating Virtual Asset Services in the
First Schedule

2.1 The current struchue of the Bill combines multiple
functions under the general category ofcustodial
services, without distinguishing between key
safekeeping, escrow management, delegated
transaction execution, or smart cotrtract-based access
control. This aggregation fails to reflect material
differences in service delivery, user interaction, and
regulatory exposure.

2.2 These services vary not only in how they operate
technically but also in how they allocate
responsibiliry, define legal relationships, and manage
risk. An escrow provider does not have the same
obligations as a wallet custodian, and a platform
administrator who govems smart contracts performs a

function distinct from a delegated transaction signer.
Each role creates different legal, operational, and
financial risks.

2.3 By disaggregating these services into four clearly
defined categories-{ustodial Wallet Services,
Escrow Services, Adminisrative Control, and
Delegated Access Platforms-the Bill can assign
more appropriate licensing obligations, tailor
compliance expectations, and align regulatory
supervision with actual risk. This also promotes legal
certahty, supports innovation, and prevents regulatory
overreach or underreach.

3. Aligning wtth FATF's Functionel Approach to
Regulating Virtual Asset Service Providers

3.1 FATF Recommendation 15 requires jurisdictions
to regulate entities that perform safekeeping,
administration, or control over virtual assets or the



tools that enable access to them. This includes aclors
who do not hold private keys but still facilitate asset

transfer, impose transactional restrictions, or execute
programmatic logic that impacts users' financial
exposue.

3.2 Excluding actors such as escrow agents, delegated
signers, or smart contract adminismtors creates

regulatory gaps. These roles are critical in
decenhalized finance, token issuance, and digital
marketplaces, where conditional logic and contract
automation are cenEal to how assets are handled. If
these actors are not brought within the regulatory
perimeter, they remain beyond the reach of
compliance, enforcement, or investor protection.

3.3 Kenya's framework should adopt a risk-based,
fiuction-driven definition of regulated activity. This
would include any entity that can influence the

safekeeping, access, or movement of vimral assets,

even when it lacks direct key control. Doing so not
only aligns with global regulatory expectations but
also prepares the country to supervise emerging
technologies that are already reshaping how virnral
assets are issued held. atrd transacted.

4. Assigning Regulatory Oversight Based on
Functional Risk Exposure

4.1 Each service function introduces a specific type of
regulatory risk and should therefore fall under the
authority of the regulator best positioned to supervise
it. Attempting to place all supervisory duties under a
single authority would create blind spots and dilute
enforcement capability.



4.2 Custodial wallet services, where client assets are
stored or safeguarded, raise prudential and operational
risks. These are aligned with the mandate of the
Cenral Bank ofKenya, which already oversees
financial institutions with similar responsibilities.

4.3 Escrow services may relate to payment systems or
capital market instrumeDts. Where escrow is used for
token issuance or investor settlements, the Capital
Markets Authority should be the lead regulator.
Where escrow supports transaction settlement or
remittances, the Central Bank has jurisdiction.

4.4 Administrative control functions, where a service
provider initiates or approves transactions on behalf of
users, carry market conduct and investor risk. These
should be supewised by the Capital Markets
Authority. Wlere such control involves data profiling,
algorithmic decision-making, or a@ess delegation
based on personal identifiers, the Office of the Data
Protection Commissioner must also be involved.

4.5 Delegated access platforms, such as those that run
decentralized applications or manage protocol-level
smart contracts, introduce systemic infrastructure risk.
These platforms should be subject to joint oversight
by the Capital Markets Authority, the Offrce of the
Data Protection Commissioner, and the
Communications Authority of Kenya, which is best
placed to regulate digital infrastructure and telecom-
based wallets.

4.6 No single regulator currently has the full mandate,
tools, or expertise to oversee all four categories. A
shared supervisory model is therefore required to
ensure comprehensive oversight, avoid iurisdictional



a

fragmentation, and enable proactive enforcement
acmss the virtual asset sector.

5. Establishing an Umbrella Definition Supported
by Specific Service Classifications

5.1 The Bill should incorporate a general definition of
custodial services as any activity involving the

safekeeping, control, conditional holding, or delegated
access to virtual assets on behalf of another party.
This creates a highJevel legal anchor for oversight
and licensing.

5.2 Within the First Schedule, the law should
enumerate specific regulated functions under this
umbrella that is custodial wallets, escrow services,
administrative confrol, and delegated access
platforms. This two-tier structure provides clarity for
both legal interpretation and regulatory
implementation.

5.3 It also future-proofs the legal framework. By
organizing around functional activity rather than
legacy institutional models, the law can respond
quickly to imovations in tokenization, automated
financial contracts, and multi-party govemance
systems without needing constant amendment.

6. Strategic Opportunity to Position Kenya as a

Modern Digital Asset Regulator

6.1 A legal framework that combines multiple service
categories under a generic definition risks creating
enforcement uncertainty, regulatory inefficiency, and
weak investor safeguards. It also leaves room for
high-risk operators to avoid accountability by
exploiting definitional loopholes.



6.2 By adopting a function-based, risk-informed, and
regulator-aligned classifi cation of virhral asset
services, Kenya can set a new standard in digital asset
oversight across the continent. This will position the
country as a reliable jurisdiction for respoosible
innovation and provide a foundation for cross-border
digital finance partnerships.

6.3 Such a framework will also increase market
confidence by ensuring that all service providers-
regardless of their technical architecture-are subject
to appropriate rules, clear duties, and effective
regulatory oversight. This is essential for building a
credible and inclusive digital finance ecosystem that
sewes the public interest.

) "lssuer" means a person who
is authorised to issue a virhral
asset offering under this Act.

"Mrtual asset offering"
means a method of raising
funds whereby an issuer
issues virtual assets and
ofrers them in exchange for
funds-

Delete and replace with:
*Issuer" means a natural or legal person,
or rny other undertaking, that crertes,
originats, or othenrise mekes available
crypto-assets to the public, either through
an initial offering or any subsequent
issuance mechrnism.'

Delete and replace with:

*Initial virtual finaDcial asset offering"
merns a method of raising funds whereby
an issuer is issuing virtuel financial essets

ard is offering them in exchange for liat
currency or other virtual assets."

lntroduce complementary definitions:

RATIONALE / JUSTIFICATION

The current definitions of issuer" and'virtual asset
offeritrg' are overly narrow, strucfurally outdated,
and insufficient to address the operational realities of
today's crypto-asset ecosystem. They focus
exclusively on initial, formally authorized offerings,
without accounting for the diverse, decentralized, and
ongoing nature of token issuance in global and local
markets. This undermines legal enforcement,
regulatory oversight, and consumer protection in
Kenya. The following issues illustrate why reform is
essential:

Definition Limits Enforcement to
Authorized Issuers Only
By defining an issuer solely as somoone
authorized under this Act, the Bill
inadvertently excludes unlicensed or rogue
issuers who are often the highest-risk actors in
token markets. These may include promoters

1

a



'applicant issuer' merns an issuer of rsset-
referenced tokens or e-money tokens who
applies for authorisation to olfer to the
public or seeks the admission to trading of
those crypto.assetsl

'offer to the public' means a
communication to penons in any form,
and by any means, presenting sullicient
information on the terms of the offer and
the crypto.assets to be offered so as to
enable prospective bolders to decide
whether to purchase those cryptGassets;

of scams, fraudulent projecB, or foreign
entities targetiDg Kenyan citizens online.
Without including all persons or undertakings
who engage in token issuance, enforcement is
severely weakened, and investor protection is

compromised.
2. Fails to Capture Decentnlized and

Programmatic Issuance Structures
A growing share of crypto-assets are issued
through decentralized autonomous
organizations (DAOs), protocol-level
govemance votes, or automatically via smart
contracts. These issuance models lack a
traditional legal "issuet'' but still pose

financial, govemance, and consumer risks.
The definition must be broadened to cover
these undertakings, ensuring that the law
captures all issuance activity regardless of
organizational form or degree of
centralization.

3. Overemphasis on Initial Olferings lgnores
Ongoing and Secondary Issuance
The current framing treats issuance as a one-
time, IPO-like event. ln reality, token supply is
often dynamic expanded tbrougb staking
rewards, liquidity incentives, protocol forks, or
inflationary mechanisms. These subsequent
issuance events si8nificantly impact market
prices, token utility, and consumer exposure.
Excluding them from regulation creates

loopholes and distorts the market's regulatory
perimeter.

4. No Jurisdictional Reach Over Cross-Border
Issuers Targeting Kenya
Many crypto offerings originate from outside
Kenya but directly target Kenyan users
through websites, social media, and digital
platforms. A definition that requires domestic
authorization excludes these actors from



oversight. By redefining issuance as the act of
making crypto-assets available to the public,
the Bill can extend legal jurisdiction to all
token offers made to Kenyatr residents,
regardless of where the issuer is based.

5. Unclear Meaning of (Funds' Reduces
Coverage of Common Olfering Structures
The phrase "in exchange for funds" is
ambiguous. It is unclear whether this includes
only fiat currency or also crypto-assets such as

ETH or USDT, which are now the dominant
forms of consideration in token sales. If
interpreted narrowly, offerings settled in
crypto could fall outside the Bill's scope.
Clariffing this point ensures that materially
similar transactions are treated with equal
regulatory scrutiny.

6. Staking Rewards Resemble Gaming
Incentives and Pose AML/CFT Risks
Staking rewards distribute tokens based on
pa(icipation, often using algorithmic rules or
probabilistic returns. This resembles befting or
gaming, where users stake value and receive
variable rehrms. Kenya already regulates the
gaming sector and has brought it under the
AML reporting regime due to its susceptibility
to abuse. Excluding sreking-based issuance
from this Bill opens a regulatory gap where
virtual assets operate with gaming-like risk
and reward profiles without consumer
protection or AML safeguards. Including these
models in the scope of "offerings" ensures
regulatory consistency across digital financial
services and protects the integnty ofKenya's
AMI-/CFT framework-

7. Exclusion of Airdrops, Rewards, end
Indirect Offerings Enables Regulatory
Arbitrage
Token dishibutions today occur through



airdrops, loyalty schernes, bundled purchases,

and non-cash compensation models. While not
direct "sales," they often result in tradable
crypto-assets with market value. Bad actors
can exploit the current narrow definition to
avoid compliance by disguisiag offerings
through these sfructures. A functional, effect-
based definition ensures that issuance is
regulated based on the risks and outcomes it
creates not its form.

8. Ambiguity Around Accountability of
Unlicensed Issuers
When the law recognizes only authorized
parties as "issuers," it becomes unclear who
bears responsibility for tokens created outside
the licensing regime. This ambiguity weakens
enforcement in cases of fraud, misinformation,
or operational failure. By defining issuer status

based on conduct (i.e., creation or distribution
oftokens to the public), the law can hold all
actors accountable, regardless of registration
status.

9. Lack of Supporting Definitions Weakens
Supervision and Disclosure Rules
The absence of terms like "applicant issue/'
and "offer to the public" limits the legal
framework's ability to enforce licensing,
disclosures, whitepaper standards, and
advertising rules. These complementary
definitions are essential for creating a

structured and predictable regulatory
environment that treats investor
communication and offering mechanics with
appropriate oversight.

10. Misalignment with Global Standards Limits
Kenya's Reguletory Credibility
Globally, regulators have adopted more
flexible definitions that focus on the activity

of token issrrancHrot ust on theand



legal status ofthe issuer. These definitions
recop.ize that issuance can be ceatralized,
decentralized, one-time, or continuous.
Kenya's current language falls behind these
trends. Adopting broader, function-based
definitions ensures Kenya keeps pace with
intemational norms, facilitates cross-border
regulatory cooperation, and positions the
country as a credible destination for compliant
innovation.

2 'tirtual asset" means a
digital representation of value
that can be digitally traded or
transferred and can be used
for payment or investrnent
purposes and does not
include digital representation
of fiat currencies, e-money,
securities and other financial
assets;

Delete the current deimition of *virtual
asset" and replace it with the following
intemationally aligned and technology-
neutral definition:

"Virtual asset" means a digital representation
ofvalue that is not issued or guaranteed by a
central bank or public authority, is not
necessarily attached to a legally established
currency, and is capable ofbeing transfened,
stored, or traded electronically. It may be
used for payment, investment, or access to
goods, services, or righs. It excludes digital
representations of fiat currency, e-money,
securities, or other financial instruments
regulated under separate legislation."

The definition of 'Virtual asset" is the legal
comerstone of the entire Virtual Asset Service
Providers (VASP) framework. It determines what falls
within regulatory scope and what does not. A nanow
or vague definition risks either overregulating low-
risk use cases or underregulating high-risk ones. The
current Kenyan definition is too limited in scope and
fails to reflect the diversity, structure, and real-world
use of crypto-assets. It should be r€placed with a
broader, more precise formulation that is legally
coherent and globally consistent.

l. The current definition relies on subjective
economic functions

By tying regulatory scope to whether a token "can be
used for payment or investment," the definition
introduces unnecessary vagueness. Many tokens today
serve multiple or evolving functions. A token may be
designed for utility (such as platform access or
governance) but gain investnent-like characteristics
over time through trading or staking. Others may be
held for community participation or access rights, yet
still represent value.



A regulatory perimeter based only on economic use
inroduces interpretational uncertainty and weakens
legal enforceability. The proposed definition avoids
subjective use tests and instead focuses on inherent
firncfional attributes whether a digital representation
ofvalue is transferable, tradable, or storable
electonically. This removes ambiguity and improves
regulatory clarity.

2. It fails to capture modern crypto
irstruments beyond payment and
investment tokens

Crypto-asset ecosystems now encompass a wide range

of token types, including:

Utility tokens used to access services or
digital products;
Governance tokens that confer voting rights
in decentralized autonomous organizations
(DAos);
NFfs that represent intellectual property,
royalties, or fractional rights;
Programmable tokens with embedded logic
or automated distribution mechanisms.

These assets may not neatly fall into "payment" or
"investrnent" categories but still carry economic
signifigan.. and user risk. The updated definition
broadens the scope to cover access rights, govemance,
and digital services, which are increasingly central to
blockchain economies.

3. The exclusion clause lacks legal clarity and
coordination witb existing laws

The phrase "does not include digital representation of
securities and other financialfiat c e-



assets" is insu{ficiently precise. It fails to define or
cross-refereuce what constitutes a "security" or
"financial asset" under Kenyan law, potentially
creating overlap or conflict with the Capital Markets
Act, the Central Bank of Kenya Act, and the National
Payment Systems Act.

The revised definition remedies this by stating that
excluded instnrments are those regulated under
separate legislation, thereby respecting Kenya's
regulatory architecore while mahtaining legal clarity.
It allows for harrnonisation between regulators and
prevents jurisdictioal conflicts between CBK, and
CMA.

4. It does not reflect decentralization,
progremmebility, or smert contrsct
functionality

Modem crypto-assets are not only digital values but
automated financial instruments, managed through
smart conEacts, DAOs, and programmable logic.
These characteristics introduce governance
complexity, execution risk, and cyber exposure. A
static definition based solely on tradeability or
economic intent ignores the technological dimension
of risk and operation.

The FATF framework recognize the need for
technology-neutral language. By emphasizing whether
the asset is stored, transferred, or traded
electronically, the proposed definition incorporates
the underlfng technological traits of blockchain
systems without over-relying on economic intent.

5. Global regulatory coherence requires
convergence with FATF standerds



Kenya's ambition to become a credible jurisdiction
for digital innovation requires alignment with
international financial integrity and market
development standards. The FATF defines virtual
assets based on functionality and risk, not by
economic purpose alone. Setting a broad perimeter
and using sub-classifications (e.g., e-money tokens,
asset-refgrenced tokens, utility tokens) ensures
appropriate, proportionate regulation.

Adopting this updated definition would ensure:

Ensure compatibility with AML/CFT
frameworks under FATF;
Improve cooperation with intemational
regulators, central banks, and financial
intelligence units;
Provide market certainty for innovators,
exchanges, wallet providers, and token
developers;
Future-proof its legal framework against new
and hybrid token models.

6. A modern delinition enables more robust
consumer protection and systemic oversight

Digital assets that do not fall under clearly defined
regulatory categories can pose systemic risks
especially when their legal teahent is unclear. A
broader and precise definition ensures that any
product marketed to the public as a store ofvalue,
medium of exchange, or access token is within scope,
regardless of the label it carries.

This allows regulators to apply disclosure nrles,
conduct supervision, licensing requirements, and

consistentl . It also reduces theenforcement



risk of regulatory arbitrage, where actors desigrr token
structures to deliberately avoid compliance.

2 virtual service token" means
a digital representation of
value which is not
transferable or exchangeable
with a third party at any time
and includes digital tokens
whose sole function is to
provide access to and
application of service or to
provide a service or firnction
directly to its owner; and

Proposal

"Virtual service token" means a type of
crypto-asset that is intended solely to grant
digital access to a specified good, content,
service, or function provided within a closed
or limited ecosystem and does not confer any
rights of ownership, profit participation,
payment, redemption, invesfrnent retum, or
govemance in respect of the issuer or any
third party.

A token shall not be deemed a virtual service
token if it:

(a) is transferable or exchangeable, directly or
indirectly, for fiat currency or any other
crypto-asseu

(b) is used or marketed as a means of
payment, investment, or value tansfer
outside the limited ecosystem in which access

is granted;

(c) is traded, or reasonably expected to be
traded, on a crypto-asset exchange,
decentralized protocol, or peer-to-peer
marketplace; or

(d) is offered, advertised, or promoted in a
manner that implies speculative value, resale
potential, or capital gain

e) is a utility token or a non-financial access

token

RATIONALE / JUSTIFICATION

1. Ensures Regulatory Precision Based on
Economic Function, Not Label
The current definition hinges on the issuer's
stated purpose rather than how the token
behaves in practice. This opens the door to
regulatory evasion. The revised wording
adopts a function-based approach that
considers how the token is used, whether it is
transferable, marketed for gain, or traded-
regardless of its original intent or technical
design. This aligns with evolving intemational
norms that classi! tokens by their actual
economic impact, not superficial features or
promotional claims.

2. Prevents Misuse of the Utility Token Label
to Avoid Oversight
Many token issuers design products that
confer access to services while embedding
economic rights such as tradability or
speculative resale. These tokens are often
promoted as 'ttility tokens" to escape
financial regulation. The amended definition
makes it clear that once a token is designed,
promoted, or expected to function as a

payment or investrnent tool, it ceases to
qualiS as a pure service token and must be
regulated accordingly. This distinction is vital
to protect consumers from disguised
investrnent schemes.

3. Addresses the Reality of Programmable
Tokens and Evolving Features
Tokens today can evolve after issuance
through smart contact upgrades, bridging,
wrapping, or govemance proposals that alter
their use. A token that begins as an access tool



may later gain exchangeability or profit-
sharing functions. The updated definition
focuses on actual market behavior, making it
possible to reclassiff and regulate tokens as

they change in firnction, rather than relying on
static definitions.

4. Protects Genuine Access-Based Innovation
There is a legitimate category oftokens that
serve purely as keys to content, platforms, or
services and are not tradable or used as stores
of value. The revised dehnition maintains a

safe legal space for such tokens, shielding
them from unnecessary regulatory burden
while drawing clear limits: once a token is
used as money, invested in, or traded on
exchanges, it must be treated as a virtual asset.

5. Improves Legal Clarity and Enforceability
Phrases such as "not transferable or
exchangeable... at any time" are legally
ambiguous and difficult to enforce. The
revised clause offers specific, testable
conditions such as whether a token is actually
traded, can be exchanged for fiat or other
cr)?tc.assets, or is promoted with profit
expectations. This makes the framework
actionable for regulators and interpretable by
courts.

6. Captures Risks from Emerging Use Cases
Including DeFi and GameFi
Tokens in digital games, decenualized
applications, or content platforms increasingly
resemble financial instruments. Some are

exchangeable, carry market value, and are

distributed in reward-based or gamified
structues that mimic gambling or investment
behavior. The revised definition ensures that
tokens firnctioning like money or securities,
even if embedded in entertainment platforms,
are ect to su tsron.

*Utility token' means a crypto-asset that is
intended to provide access to a specific
digital application, networh platform, or
protocol, and that may be used within such
platform to consume services, interact with
featues, or activate firnctions, but which does

not entitle the holder to any financial retum,
asset backing, or govemance right beyond its
defi ned utility function.

"Non-financial access token" means a
digitally issued token that confers access to a
personal, non-transferable service, such as

memberships, subscriptions, event access, or
digital entitlements, and is neither ffadable
nor exchangeable outside the issuer's-
controlled environment.



7. Mitigates Regulatory Arbitrage end
Enhances Supervisory Consistency
Without a function-based definition, token
issuers can easily restructure offerings to
exploit gaps between service token exemptions
and investsnent-related obligations. This leads
to inconsistent supervision, undermines
consumer confidence, atrd weakens the
credibility of the regulatory framework. The
proposed definition closes these loopholes by
setting clear boundaries for what qualifies as a
service token and what does not-

This refined rationale supports the adoption of a
definition that is practical, enforceable, and fuhre-
ready- a futwe that protects innovation while ensuring
that economically active tokens are brought under
appropriate oversight. Let me know ifyou would like
the accompanying legislative text or if you would like
this packaged into a formal legal brief or policy note.

'Virtual asset trading
platform' means a digital
platforrn-
(a) which facilitates the
exchange aud trading of
virtual assets for fiat currency
or other virtual assets on
behalf of third parties for a
fee, commission or other
benefit; and

@) which-
(i) holds custody or controls
virtual assets on behalf of its
clients to facilitate an

2 PROPOSED AMENDMENT

aVirtual asset trading phtform' means any
digital interface, software protocol, or
technological infrastructure whether
centralized, decentalized, or hybrid that
facilitates the exchange, trading, or matching
of virtual assets with other virtual assets or
fiat currency, on behalf of usen or
participants, and which derives direct or
indirect economic benefit from such
facilietion.

RATIONALE / JUSTIFICATION

L. Captures Both Centralized and Decentralized
Models
The current definition assumes custodial control or
principal-agent intermediation. This excludes non-
custodial platforms and automated trading systems
such as decentralized exchanges (DEXs), automated
market makers (AMMs), and smart contract-based
marketplaces. These platforms execute high-value
bansactions without holding user assets, yet introduce
similar market, consumer, and AMUCFT risks.



exchange;
or
(ii) purchases vimral assets
from a seller when
6ansactions or bids and
offers are matched in order to
sell them to a buyer.

This includes, but is not limited to:

(a) platforms that match, aggregate, or
execute trades betwecn counterparties;

@) systems that provide or integrate access to
liquidity pools, automated market makers, or
smart contracts for trading purposes;
(c) entities that exercise custodial or
administrative control over virtual assets to
facilitate exchange, settlement, or order
execution;
(d) operators that act as principal to the rade
by purchasing virtual assets from a seller for
onward sale to a buyer; and
(e) service providers offering decentralized
interfaces, protocols, or algorithms that
perform these functions autonomously or via
delegated access.

A platform shall be deemed a vimral asset

trading platform if it enables users in Kenya
to transact, irrespective of its place of
incorporation, operational model, or
underlying technology.

2. Aligns Regulation with Function, Not Structure
Modem trading platforms are no longer confined to
traditional exchange models. Peer-to-peer protocols,
interface-only platforms, and algorithmic liquidity
protocols now perform core trading functions. The
revised definition focuses on functional conduct that
is what the platform does, rather than how it is
structued or where it is domiciled.

3. Encompasses Smart Contrsct-Based and
Protocol-Level Trading
Trading platfonns today may operate entirely tbrough
code without a human intermediary. These platforms
still require regulatory scrutiny where they:

. Route transactions,

. Set trading parameters,

. Facilitate pricing through oracles or token
pairs, or

. Enable real-time asset transfer.

A legal definition must reflect these realities.

4. Includes Platforms Acting as Principals
Some platforms purchase crypto-assets in bulk from
sellers and re-sell them to buyers (e.g., broker{ealer
models). The current law omits these principal-based
structures unless custody is involved. This risks
leaving some high-risk trading models unlicensed.

5. Closes Jurisdictional Loopholes in Cross-Border
Access
Without an extaterritorial trigger, offshore exchanges
can claim to fall outside local regulation even while
actively targeting Kenyan users through web portals,
apps, influencers, or marketing campaips. The
revised definition establishes urisdiction based on



user access, not platform location, in line with
international AML and investor protection norms

6, Supports Proportional Licensing and Tiered
Regulation
By clearly identifoing platform fimctions eg matching,
custody, execution, or settlement. The new definition
enables risk-based licensing regimes. Different types
of platforms can be subjected to different regulatory
burdens depending on function, risk profile, and user
base.

Clause

Section
3(1)

A person is a virtual asset

service provider if that person is

a local company incorporated
under the Companies Act or a
foreign company with a

certificate of compliance under
the Act.

Proposal

Amend to: "A virtual asset service provider
means any natural or legal peBon, or other
undertaking, that conducts one or more of the
activities listed in the First Schedule, regardless of
legalform or licensang status, and whether
centralised or decentralised."

Retionale

The current provision wrongly limits the scope to only
incorporated and licensed entities, creating a regulatory
blind spot. FATF Recommendation 15 applies to both
natural and legal persons engaged in VASP functions, even
if unlicensed. Decentralised services and peer-to-peer
platforms must be captured to prevent regulatory
arbitrage and uphold AMVCFT obligations. This proposal

ensures function-based rather than form-based coverage.
Section
3(2)

Virtual service tokens are not
virtual assets and service
providers dealing with them are

exempt from licensing.

Delete blanket exemption. Replace with: "Service
tokens that are non-transferable, non-tradable,
and non-exchangeable may be exempt, provided

they meet criteria set by the regulator through
subsidiary legislation."

Blanket exclusion invites misclassification and abuse.

Under FATF guidance and international practice, any token
functioning as a means of payment or investment must fall
within the regulatory perimeter. The revised proposal

introduces a functional test, ensuring that economic
substance, not labels, determines scope. This also reflects
emerging practices, which use functionally grounded
exemption criteria.

Section 4 The main object is to license
and regulate the activities of
virtual asset service providers in

and from Kenya.

Amend to:
"To license and regulate virtual asset activities in

and from Kenya, in line with risk-based principles,

international standards, and obligations under
anti-money laundering and consumer protection
frameworks."

The current clause lacks clarity on regulatory purpose and
alignment with FATF obligations. The proposed language
integrates financial integrity objectives and supports the
poliry intent behind digital asset regulation, including
systemic risk mitigation and consumer protection. The
VASP re8ime must signal regulatory seriousness and
readiness to international partners and investors.

Section
s(2)

Excludes digital value within
closed ecosystems, fiat
currencies issued by central

"This Act shall not apply to instruments or
systems explicitly excluded by the regulator on

Overly broad exclusions undermine flexibility and
responsiveness. Market dynamics shift, and instruments
like NFTs and closedJoop tokens can evolve into financial



bank, and NFTs not used for
financial purposes.

the basis of a published risk assessment and
subiect to periodic review.n

assets. A regulator-led exemption framework ensures
adaptive oversight. Functional and risk-based exclusions
offer better protection than static legislative carve-outs.

PART 2

CLAUSE CI,]RRENT PROVISION PROPOSED CHANGES RATIONAI,E/JUSTIFICATION
Section 6 Designates the Capital

Markets Authority, the
Central Bank of Kenya, and
any other body designated by
the Cabinet Secretary as the
regulatory authorities under
the Act.

Proposed Amendment:
Revise Section 6 to explicitly allocate
regulatory mandates based on the nature of
the virtual asset service or product,
referencing the functional categories outlined
in the First Schedule. As currently worded,
the clause implies that all listed authorities
have jurisdiction over all matters, which
creates ambiguity for license applicants and
risks regulatory overlap. A clarified structure
should read:

The CBK shall be responsible for
oversight of payment-rel ated virtual
assets and services, including e-
money tokens, stable payment
tokens, and custodial wallet functions
involving value storage or
tansmission.
The CMA shall regulate investrnent-
oriented virtual assets, capital-raising
mechanisms (such as token
offerings), decentralized finance
(DeFi) instruments, and platforms
facilitating trading or invesunent
access.
Where applicable, the OIIice of the
Data Protection Commissioner
(ODPC) and Communications
Authority of Kenya (CA) shall
exercise concurrent jurisdiction over

Rationale / Justilication:

1. Eliminates Jurisdictional Ambiguity
Clariffing which regulator govems which
service class prevents institutional conflict,
avoids double licensing, and supports coherent
regulatory guidance for applicants.

2. Aligns with FATF's Risk-Based and Multi-
Agency Oversight Model
FATF Recommendation 15 encourages the use

of specialized agencies based on risk type-
financial integrity, consumer protection, and
systemic risk----ensuring that no single body
bears impractical or inappropriate oversight
burdens.

3. Supports Legal Certainty and Market
Confidence
Service providers, investors, and compliance
professionals require clarity on where to file
applications, make disclosures, and obtain
guidance. This amendment fosters
predictability and reinforces institutional
accountability.



services that process personal data or
leverage digital communications
infrastnrcture.
The Cabinet Secretary may desigaate
other sectoral regulators to co.
supervise niche services tkough
gazetted regulations. Eg SACCOS
when that market matures

Section 7 Lists the powers and
functions of the regulatory
authorities.

Proposed Amendment:
Revise Section 7 to include clear, risk-
sensitive, and accountability-based powers
with codified inter-agency coordination and

transparency mechanisms. The revised
clause should state:

7(1) The relevant regulatory authorities shall
exercise their functions in accordance with
the following principles:
(a) Risk-Based Supervision - Regulatory
action and licensing requirements shall be
proportionate to the nature, scale,

complexity, and risk profile of the virtual
asset service provider or activity.

@) Functional Allocation - Each regulatory
authority shall act within its designated
jurisdiction as defined under Section 6 and
the First Schedule.
(c) Collaboretive Regulation - Regulatory
authorities shall enter into binding
Memoranda of Understanding (MoUs) to
ensure consistent supervisory approaches,
information sharing, and cross-border
cooperation.
(d) Public Guidance and Consultation -
All binding rules, codes, or circulars with
industry impact must be preceded by public

Issues ldentified with Current Clause:

1. No Reference to Risk-Based Supervision
The current provision enables blanket
regulation without tailoring oversight to the
specific risks posed by different types of
virtual asset service providers (VASPs).

2. Absence ofFormal Coordination Protocols
In an environment involving multiple
regulators, failure to mandate MoUs or
structured cooperation leads to jurisdictional
friction, duplicative compliance burdens, or
systemic oversight failures.

3. Vague Guidance Mandate
The powers to issue guidelines and notices are

overly broad and could result in fragmented or
unclear regulatory expectations if not
transpfiently $ounded in process.

Retionale / Justification :

Risk-Based Regulation Aligns with Global
Best Practice
FATF's Recommendation 15, endorse risk-
based supervision as a core operating principle
for virtual asset regulation. It ensures
regulatory resources are focused on the



notice and a comment period ofnot less than
2l days unless issued in emergency.
(e) Annual Reporting - Each regulatory
authority shall submit an annual report to
Parliament detailing:

o Licensing activity and compliance
outcomes,

. Enforcement actions taken,

. fusk assessments conducted, and

. Recommendations for regulatory
improvement.

7(2) The regulatory authorities may issue
joint guidance or circulars on matters
requiring cross-firnctional supervision
including:
(a) Virtual asset custody and safekeeping;
(b) Decentralized finance protocols;
(c) Cross-border offerings and offshore
token issuers targeting Kenyan residents;
(d) Data protection and cybersecurity in
blockchain systems.

highest-risk activities without stifling
innovation.

2. Multi-Agency Coordination is Critical for
Systemic Oversight
Virtual asset ecosystems spatr financial
markets, payments infrastructure, data
govemance, and consumer protection.
Effective regulation must be cotreated and

co-enforced across specialized authorities to
avoid gaps and overlaps.

3. Public Transparency Builds Market Trust
By requiring prior consultation, publication of
enforcement outcomes, and parliamentary
reporting, the regulatory framework enhances
its legitimacy, improves predictability for
market actors, and signals Kenya's
commitment to responsible innovation
govemance.

Section 8 Outlines that regulatory
authorities shall be guided by
the principles ol

Ensuring financial
stability,
Ensuring market
integrity (duplicated),
Fostering innovation,
faimess, transparency,
and efficiency,

Proposed Legislative Clause:

8. In exercising their powers and
discharging their functions under this Act,
the relevant regulatory authorities shall
be guided by the following principles-

(a) To safeguard the integrity, stability, and
resilience of the financial and virtual asset

ecosystem;

Identilied Issues with Current Clause:

l. No Explicit Reference to Consumer and
Investor Protection
Modern regulatory frameworks emphasize the
protection of retail users and institutional
investors, particularly in the face of fraud, rug-
pulls, and data exploitation in virtual asset

markets.
2. Absence of Proportionality and Risk-Based

Supervision



Preventing conduct
harmful to Kenya's
financial reputation.

(b) To promote a proportionate and risk-
based approach to regulation that aligns
regulatory requirements with the scale,
complexity, and risk profile of the service
provider or activity;

(c) To ensure the protection of consumers,
users, and investors, including safeguards
against fraud, unfair practices, financial loss,
and systemic exploitation;

(d) To foster responsible innovation, fair
competition, and open market access while
maintaining regulatory certainty for
entrepreneurs and developers;

(e) To promote financial inclusion through
equitable access to virtual asset services,
especially for underserved or excluded
segments of the population;

(Q To enhance transp.rency, accountability,
and procedural faimess in regulatory
guidance, licensing, and enforcement
processes;

(g) To encourage domestic and cross-border
cooperation between regulaton, competent
authorities, and intemational standard-setting
bodies for the effective supervision of virtual
asset activities;

@) To prevent the abuse ofvirtual asset

systems for money laundering, terrorism
financing, market manipulation, or the
circumvention of national laws and public
policy objectives.

Without a mandate for proportionality, smaller
innovaton and lower-risk actors face excessive
compliance burdens. This inhibits responsible
innovation and creates a compliance-heavy
environment without corresponding gains in
oversight.

3. Omission of tr'inancial Inclusion and Global
Cooperation
Virtual assets offer unique inclusion
opporhrnities in developing markets.
Regulation must actively support their safe
adoption. Additionally, oversight of borderless
digital systems demands statutory provisions
for information exchange and regulatory
alignment across borders.

4. Drafting Error - Repetition of Subclause

o)
The duplicated clause weakens the structural
clarity ofthe Bill and invites interpretation
challenges.

Rationale / Justification:

l. Aligns with Global Standards for Digital
Asset Supervision
Risk-based and proportionate regulation is a
core principle of FATF Recommendation 15

and is embedded in leading digital asset
frameworks globally. This approach enables
differentiated treatrnent of low-risk actors
while maintaining high-risk guardrails.

2. Protects Consumers and lnvestors in High-
Volatility Markets
Explicitly including consumer protection
empowers regulators to act preemptively



against market abuse and failue, bolstering
investor confidence and reputational integrity.

3. Supports Financial Innovation and Market
Access
By emphasizing faimess, transparency, and
inclusion, the Act builds a competitive
environment that attracts responsible
innovation aod foreip investrnent while
safeguarding vulnerable populations.

4. Strengthens Legal Coherence and
Enforceability
CodiSing these guiding principles as statutory
benchmarks ensures all subsequent
regulations, circulars, or enforcement actions
adhere to a transparent and predictable legal
logic.

PART III - LICENSING REQUIREMENT

CI.AUSE CURRENT PROVISIOT{ PROPOSAL RATIONALE
seaion 9(1)-(3) Licensing requirement for any person

conducting VASP business in or from
Kenya

"9(2) For the avoidance of doubt,
a natural person or a startup, or a
micro enterprise shall not carry
on, or purport to carry on, in or
from within Kenya" the business
of virtual asset services, unless
operating under a regulatory
sandbox or simplified licensing
regime as prescribed by the
relevant regulatory authority."

Issue: Absence of a differentiated regime for low-
risk and high-risk virtual asset service providers
(VASPs); absolute prohibition on natural penons is
overly restrictive.

Rationale and Justifi cation:

l. FATF Recommendation 15 encourages
proportionality in regulation.

2. Provide exemptions or simplified regimes
for micro-entities.

3. Supports innov2li6a 6, 
"nabling 

small-scale
operators to test solutions under controlled
conditions.



Section l0 Proposed Amendmentl

" 10(2) The relevant regulatory
authority shall issue guidelines
that classifu virtual asset services
by risk tier and provide
corresponding supervisory
expectations. Such guidelines
shall include: (a) a tiered licensing
framework based on size,
complexiry, and risk; @)
thresholds for exempted or
simplified licensing for low-risk
activities."

Issue: Over-reliance on Schedule without direct
statutory clarification ofauthority roles; absence of
risk classification in licensing criteria.

Rationale and Justificatior:

1. Creates a framework which tier licenses
based on activity class.

2. Enhances predictability and supervisory
focus, in line with FATF s risk-based
approach.

Section I I Proposed Amendment:

" I I (6) The relevant regulatory
authority shall maintain and
publish a public register ofall
licensed virtual asset service
providers, including details of the
license stafus, class of license, and
principal business address."

Issue: Evaluation criteria in I l(5) and Section l2
overlap; does not require public register of
licensees or licensing decisions.

Rationale and Justilicetion:

l. FATF guidance mandates public registers to
improve transparency.

2. Enhances market trust and facilitates AML
compliance by counterparties.

Section 12 Proposed Amendment:

" l2(h) the likelihood that the
service shall promote innovation,
environmental sustainability,
financial inclusion, and benefis to
consumers."
" 12(m) whether the applicant has
been afforded an opportunity to
respond to any adverse findings

Issue: Lacks specificity on ESG and innqyslisa
considerations; weak procedural transparency.

Rationale and Justification:

l. Reflects inclusion of sustainability criteria
and weeds out predatory services

2. Ensures adherence to administrative faimess
and good regulatory practice.



prior to final determination of
licensing."

Section 13 Proposed Amendment:

"13(5) A person aggrieved by a
licensing condition, rejection, or
variation shall have a right to
apply for intemal review and
appeal to the Financial Services
Tribunal within thirty days."

Issue: Broad discretion without binding procedural
safeguards; no appeal mechanism.

Rationale and Justification:

L Reinforces procedural faimess.
2. Explicitly provide appellate frameworks to

challenge supervisory decisions.

Section 11F15 Proposed Amendmentl

"14(2) A license shall be
renewable annually subject to
ongoing compliance and the
payment ofthe prescribed renewal
fee."
'16(lX0 the licensee has

repeatedly breached fair market
conduct obligations, including
misrepresentation or conflicts of
interest."

Issue: No automatic renewal framework or
conditions for suspension tied to market conduct
principles.

Rationale and Justifi cation:

l. Introduces clarity and business continuity.
2. Provides guidelines on cause-based

revocation.

Section 17(1) A licensee may surrender its license by
giving a prior notice for surrender
accompanied by a list of documents.

Proposed Amendment:

Clarify timelines for submission and
introduce mandatory clearance
certificate from regulatory authority
to complete surrender.
New Provlsion:
"A licensee shall not be deemed to
have surrendered a license until a

Rationale / Justifi cation
Ensures finality and regulatory closure and surrender
protocols which require regulator certification of
closure.



formal clearance certificate is issued

by the relevant regulatory authority,
confirming discharge of all liabilities
and obligations under this Act,

Section l7( I )(c) The arrangement to be made in

respect of client assets.
Proposed Amendment:

Expand to specify independent
auditor verification of client asset

reconciliation.

l{ew Language: "...accompanied by

an auditor-certified report on the
reconciliation and transfer of all
client assets..."

Protests consumer funds and aligns with FATF'S

recommendations on safeguarding client assets during
license wind-down.

Section 17(2Xb) Authority may give directions to the
licensee to protect the interest of the
customers or members of the public.

Make protection of customers a

mandatory responsibility during
surrender. New Clause: "...shall issue

specific protective directions to
safeguard customer assets and

interests during the wind-down
process."

Reinforces a duty of care and increases regulator
accountability,

Section 18(1) Requires the regulatory authority to
maintain a register of licensees.

Add obligation to publicly publish a

searchable and regularly updated
online register.

New Clause: "...and shall publish

and maintain the register in a
publicly accessible electronic format
updated on a quarterly basis."

Enhances transparency and market confidence; reflects
digital disclosure and registry practices.

Section 18(1)(c) Mentions date of issuance of the
license.

lnclude date of expiry status of
license (active, suspended, revoked),

and any conditions attached.

New Clause: "...including date of
issuance, expiry current status, and

any material license conditions
imposed."

lmproves regulatory transparency and investor due
diligence; aligns with FATF emphasis on transparency in

supervision.



Section 19(1) A licensee shall not appoint a director,
senior officer or other such person

unless the person is fit and proper.

Proposed Amendment
A licensee shall not appoint or retain
a directoq senior officer, beneficial
owner, significant shareholder or key

function holder unless that person is

determined to be fit and proper in
accordance with criteria prescribed

by the regulatory authority and

subiect to ongoinS assessment.

Ensures inclusion of beneficial owners and key

functionaries, aliSning with FATF Recommendations 10

and 25. Prevents circumvention through indirect control
or shadow appointments.

Section 19(2)(a) Probity, competence, experience and
soundness ofjudgment.

Replace with: "the person's inte8rity,
competence, professional conduct,
decision-making capacity and record
of regulatory compliance."

Broadens scope beyond'probity" to encompass

decision-making, ethics, and regulatory history.

Section 19(2)(c) Education and professional

membership as relevant.
lnclude language requiring evidence
of continuing professional

development or demonstrated
knowledge of virtual asset services.

Brings focus to sector-specific expertise. Avoids
licensing of nominal professionals with no actual grasp

of blockchain, crypto, or cyber risk issues.

Section 19(2Xe) Past dishonesty, malpractice,
misconduct, bankruptcies.

Expand to include sanctions for
AMVCFT violations, tax evasion, and
disqualifi cation from other
regulatory iurisdictions.

FATF explicitly requires jurisdictions to exclude actors
with AMVCFT offences or reputational risk from
financial licensing. Ensures cross-border alignment and

mitigates regulatory arbitrage.
Seaion 19(2)(f) Contravention of any law with respect

to virtual assets.
Broaden to include contraventions of
data protection, rybersecurity,
financial services or consumer
protection laws in Kenya or any
jurisdiction where the person has
previously operated.

cross-jurisdictional scrutiny and ensures individuals
with questlonable records in other states are not able
to act locally under a new entity

Section 19(2)(g) Financial standinB integrity. Clarify to: 'the person's financial
soundness, solvency status, ability to
meet financial obligations. and
absence of unmitigated financial
distress or credit risk."

Precision in language ensures this clause is enforceable.
Focuses on both current and historical financial
responsibiliW preventing financial risk to client assets.

New Clause (Not currently in the Bill) (h) has not been the subject of
adverse regulatory findings or public
sanctions related to financial
services, digital assets, or technology
governance in the past 10 years.

Proactive inclusion of regulatory history requirement is

crucial for public trust and market stability. FATF

promotes exclusion of persons who could pose systemic
reputational risk.



New Cleuse (Not cunently in the Bill) (i) fit and proper assessments shall
be ongoing and subject to
regulatory review upon atry
material change in control,
ownership, or operational
responsibilities.

Brings the provision in line with ongoing due
diligence norms under FATF Rec. 26. Removes
false comfort of once-off clearance. Ensures bad
actors can be removed even postJicensing.

2o(1) "A virtual asset service provider shall
maintain a physical office in Kenya

where its business activities are

carried out."

Replace with: "A virtual asset service
provider shall maintain a principal
place of business in Kenya, which
may include a physical or virtual
office that enables effective
regulatory oversight."

The current provision rigidly mandates a physicaloffice,
which is increasingly outdated for digital-first or
decentralized financial services. Many VASPS operate
globally with cloud infrastructure and minimal local
footprint. Requiring a physical office increases cost and

stifles innovation. A modernized definition
accommodates innovation while ensuring
accountability.

New Sub-Clause 'A virtual asset service provider shall
appoint a compliance officer or
authorized representative resident in
Kenya, responsible for regulatory
liaison and ongoing compliance."

lntroducing a compliance officer or resident agent
ensures effuctive local engagement and supervisory
access, without burdening the VASP with real estate
overheads. This aligns with best practices under the
FATF Recommendations (R.15 & R.26) responsible
person framework. lt balances regulatory oversight with
operational fl exibility.

21(U A licensee shall have a minimum of
three directors, all of whom must be

natural persons. A director shall not
serve on more than two boards of
Iicensees.

Expand to clarify: ",..each director
shall be a fit and proper person and
collectively, the board shall
demonstrate expertise in finance,
technology, compliance, and risk

manaBement."

While the clause establishes a basic governance floor, it
lack specificity around qualifications or diversity of
expertise. Best practice includes "fit and proper"
assessments and collective board competence. Limiting
board seats promotes focus, but guidance should
mandate board composition relevant to virtual asset

risk profiles.

21(3Xa-e) Lists criteria for assessing prudence:

legal compliance, adherence to
regulatory guidance, adequate capital,
sound accounting, and insurance
coveGlge.

Add a new clause (f): "has
implemented an internal control
framework, including independent
compliance and audit functions
appropriate to the size and
complexity of the business."

The current list is strong but misses internal control
mechanisms and oversight structures- Supewisory
regimes require not iust financial and legal compliance,
but robust risk governance architecture, including
independent compliance/audit roles. lnternal control
fnmeworks are key to resilience and regulatory trust.

2 2(1)(a--<) Prohibits mixer/tumbler services,

misleading conduct, and mandates
diligence in service delivery.

Add a new paragraph: "(d) maintain
mechanisms to detect, prevent and
report suspicious activities, including
red flags for anonymity-enhancing
tools or obfuscation techniques."

This section rightly targets high-risk anonymity tools.
However, it lacks a proactive monitoring obligation.
FATF! Guidance on Virtual Assets and VASPs (June

2023) stresses the importance of monitoring and
reporting tools, not merely prohibition. Emphasize



market abuse prevention. Kenya must move beyond

moral framing (integrity) to systems-based
enforcement.

22(21 Offence and penalty provision. Add: '...and shall be sub.iect to both
criminal and administrative
penalties, proportionate to the
severity of the breach and potential

for consumer or systemic harmj

The enforcement clause lacks proportionality and
gradation. digital finance laws distinguish between
minor breaches and systemic misconduct, applying
tiered sanction models. Kenya should incorpoate a

graduated penalty matrix to avoid binary enforcement,

23(1) Requires compliance with capital,
solvency, and insunnce obligations

Add: "...as determined by the
regulatory authority in accordance
with the risk profile, business model,
and customer base of the licensee."

While sound, this clause would benefit from tying
capital and solvency requirements to risk-based

supervision principles, consistent with FATF R.15 and

IOSCO Objectives. Adopt proportionality in prudential

thresholds. Kenya must avoid fixed thresholds that
ignore scale or risk class.

2a(1)(a-<) Requires conllict of interest
policies covering licensee-client,
licensee-third party, and intra-
client relationships.

Add: "...and ensure that these
policies include disclosure
obligations, escalation protocols,
and regular intemal audits to
review compliance."

Merely requiring policies is insufficient. Emphasize
disclosure and mitigation. There should be
enforceable procedures, not vague assurances.

Effective govemance demands traceable
accountability.

24(2) Enforcement clause. Add: "...including revocation of
license where conflicts materially
harm client interests or market
integrig."

Strengthens regulatory response options. Aligns
with FATF and IOSCO principles on govemance
and fiduciary responsibility. Severe conflict
breaches should be treated as grounds for license
suspension or termination.

2s(a-b) Honest service delivery and

maintenance of capital requirements
Clarify: "...in a manner that promotes
fair market practices and protects
clients from m isre p resentatio n or
exploitative terms."

These clauses reiterate foundational principles.

However, 'honesty' and 'fairness' require clearer
market conduct guidance on consumer protection

2s(c) Manage actual and potential conflicts
of interest

Reference to Section 24 for
alignment

Redundancy risk exists. Better to cross-reference and
consolidate. Ensure this clause invokes structured
conflict resolution, not iust va8ue intent.

2s(d) Adequate technological, fi nancial, and
human resources

Add: "...consistent with the scale,

complexity, and risk profile of the
services offeredi

Mirrors risk-based resource allocation standards.

Ensures scalability, not blanket standards.

2s(e) Full AMVCFT compliance Add: "...including periodic risk

assessments and transaction
monitorinE systems tailored to the
nature of the VASP's operations."

Aligns with FATF Travel Rule. This should include digital
KYc and ongoing surveillance protocols.



2s(i-j) Data governance and truthful
marketing

Specify compliance with Kenya's

Data Protection Act and add:
'...adhering to sectoral consumer
data handling norms."

Anchors VASPs within the Kenyan legal data sovereiBnty
framework, ensuring harmonization with non-sectoral
laws.

2s(k-r) Business continuiW disaster recovery
and customer complaint handling

Add: "...and demonstrate testing of
business continuity plans at least
annually; complaint mechanism
must include escalation and
resolution timelines."

Moves this from policy presence to active governance.

FCA and ASIC require testing of continuity plans and
complaints dashboards.

2s(m) Whistleblower protection Add: "...in accordance with the
Whistleblower Protection Act (when

enacted) or globally accepted
standards."

Reinforces alignment with expected future Kenyan law
or fallback to OECD/UNODC frameworks.

25(n-o) Market abuse and consumer
education

Add digital asset literacy obligations
and reporting thresholds for
suspicious market conduct

Leverages and aligns with IOSCO principles on market
transparency and consumer education.

2s(p-<) Employee legal compliance and staff
competence

lnclude requirement for continuous
professional training (CPT) annually

Embeds lifelong compliance competencl, ensuring staff
are up to speed with evolving threats.

2s(r) Due diligence on virtual assets Specify pre-offer disclosures and

issuer risk scoring
Kenyan VASPS should offer clarity on token utility, risks,

and issuer solvency.

2s(sXi--v) Vetting persons associated with the
VASP

Add: "..,and maintain documentation
evidencing due diligence for each

associated party."

Documentation is critical to demonstrate compliance
during audits.

29 29. (1) A licensee shall have

appropriate and effective cyber
security measures as prescribed or as

provided for under the Computer
Misuse and cybercrimes Act

Replace Computer Misuse and

Cybercrimes Act with Data

Protection Act 2019

Computer Misuse and Cybercrimes Act does not
prescribe cyber security measures only offences for
abuses. The Cyber security measures are in Data
protection Act and regulations.

30(1-3) Requires annual audited financial
statements by an approved auditor,
submitted within 3 months after
financial year end.

No changes to these subsections.
However, insert a new Section 30A
immediately after Section 30:

"30A. System Audit Requirement:
(1) A licensee shall, at least once
every two years, commission a

system audit by a certified IT auditor
to assess its digital infrastructure,
data security, transaction integrity,
cybersecurity preparedness, and

operational resilience.

The current law mandates financial audits but is silent
on system and cybersecurity audits-a critical oversight
in the context of virtual asset services, which are
entirely tech-driven.

Require lT and cybersecurity audit frameworks.

This proposed Section 30A introduces a proportionate,
risk-aligned requirement that ensures VASP5 maintain
secure infrastructure and are not exposed to
unmonitored digitalthreats. lt also allows the regulator



(2) The system audit report shall be
submitted to the regulatory
authority within 30 days of its
completion.
(3) The regulatory authority may
issue guidelines on the scope,

methodology, and frequency of such

audits based on the licensee's risk
profile."

to tailor audit expectations based on the complexity
and risk classification of the licensee.

31(1-4) Requires appointment of a CEO who is

fit and proper, with regulatory
approval prior to designation.

Add to subsection (2): "...and shall
possess demonstrable experience in

digital finance, risk management,
compliance, or related fields,
proportionate to the size and

complexity of the licensee."

The'fit and proper'test is vague without sector-
relevant competence indicrtors.

Apply sector-specific criteria for executive roles in
crypto/virtual asset service firms. lncluding domain-
relevant expertise ensures competent leadership and

reduces risk of mismanagement.
33(2X+-i) Enumerates supervisory powers:

vetting, inspections, document
production, sanctions, and guidance

issuance.

Add new clause (j): "require
licensees to implement and
periodically test AMVCFT risk
assessment tools and transaction
monitoring systems suited to virtual
asset risk."

The listed powers are strong but lack emphasis on
technology-enabled compliance. Require automated
screening, wallet analysis, and real-time monitoring for
VASPS. Adding a system-testing power supports tech-
enabled enforcement.

34(1-2) Prohibits officers, agents, or
employees from breaching AML/CFT
rules. Vlolations attract criminal
penalties.

Add to 34(1): "including failure to file
suspicious transaction reports,
failure to monitor high-risk wallets,
and deliberate obfuscation of
transaction trails."

Adds specificity to actionable misconduct. Emphasize

liability for both acts of commission and omission,
particularly around suspicious activity reporting (SAR),

PEP screening, and pseudonymous risk management.
Clarity also enhances enforcement effectiveness.

3s(2) Ears natural persons from issuing

assets from Kenya.
Reframe: "No natural person shall, in
their personal capacity, issue or
promote a virtual asset unless done
through a licensed entity or legal
person approved by the regulatory
authority.'

lnstead of a blanket ban, this amendment allows
natural persons to operate throu8h regulated vehicles,
enhancing legitimacy while enabling innovation similar
to Dubai VARA and UK FCA approaches.

3s(3-4) lssuers must apply for approval to
issue or promote virtual assets

infrom Kenya.

Add a reference to eligibility criteria:
"...shall comply with eligibility
criteria, disclosure obligations, and
consumer protection requirements
prescribed by the Authorityi

There! a need to antroduce a clear; risk-tiered
framework for different asset classes (e.9., stablecoins
vs. utility tokens). This enhances regulatory clarity and
investor protection.



rs(sXa-f) Grants the regulatory authority power

to object and impose remedial
measures post-issuance if
discrepancies or misconduct are

discovered.

Add: "...the regulatory authority may

suspend the issuance, require
additional disclosures, or order
restitution to affected parties."

The current provisions are reactive but lack

enforcement clarity. Empower regulators to suspend,
fine, and compel restitution where token offerings are

misleading or breach public interest. This addition
enhances investor protection.

3s(5) Criminalizes submission of false or
misleading information in an

application.

Add: "...including the omission of
materialfacts likely to affect an

investorl decision-making or the
regulator's risk assessment.'

Expands liability to omissions, aligning with materiality
standards. Many fraudulent disclosures involve
omission, not just falsehood.

36(1) Empowers the regulatory authority to
conduct compliance inspections and
investigations.

Add: "...including the power to enter
premises, access digital systems,

request transaction records, and

en8age third-party experts where
technical assessment is required."

lnvestigation authority must be explicit and digitally
capable. As VASPs rely heavily on software systems, the
regulator must be empowered to inspect code
repositories, system logs, wallet activity, and
algorithmic controls.

35(s) Criminalizes supplying false or
misleading information during an

investigati on.

Add: "including information supplied
digitally or through third-party
service providers."

Expands the scope to cover API-based submissions,
outsourced KYC vendors, and any digital
onboarding/transaction data. Aligns with modern
digital asset compliance contexts.

36(6) Enables enforcement action for failure
to comply with lawful regulatory
requests.

Add: "...including, but not limited to,
enhanced inspections, suspension of
business activities, fi nancial
penalties, or license restrictions."

Reinforces regulatory teeth. Broadens the range of
possible sanctions beyond general enforcement under
Section 40.

39(1xc) Allows the reBulatory authority to
summon persons for questioning.

Add: "...including by digital means

such as secure video conferencing,
where physical presence is

im pra ctica I ."

Modernizes the provision to reflect digital-first
compliance environments. Many regulatory authorities
globally accept virtual hearings or testimony under
secure protocols. This is especially vital when dealinB

with decentralized teams and foreign-based operators.

3e(2Xa) Requires production of documents in
custody of senior officers or related
persons.

Add: "...including digital records,

encrypfion keys, access logs, and

backup files relevant to operations of
the licensee."

This expands the clause to recognize the critical role of
digital infrastructure in VASP governance and ensures
the regulator has access to relevant tech-layer
evidence.

39(2xc) Permits the regulator to direct specific
actions during investigations.

Clarify: "...including the temporary
suspension of services, wallet
freezing, or internal access

restrictions as reasonably required."

Makes this clause operationally relevant by explicitly
identifying intervention powers critical in the
prevention of further harm or asset flight during
ongoing investigations.

Section 39(3) Allows regulator or their agent to
copy or extract information.

Allows regulator or their agent to
copy or extract information.

Allows regulator or their agent to copy or extEct
information.
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Section 39(4) Allows regulator to enter premises to
obtain documents if needed.

Add: "...including digital premises

such as data centres, server access

locations, and remote storage
environments under the control of
the licensee or its agents."

Necessary to update the understanding of "premises"
to include digital environments for effective
enforcement in a borderless, digital-native space.

Section 39(5) Defines connected persons for
investigation purposes.

Add: "..-or has had material
influence, access, or oversight over
digital systems, wallets, platforms, or
protocols used by the licensee."

Broadens the scope beyond equiry/shareholding to
cover tech and ops influencers (e.9., outsourced CTOS,

developers, third-party custodians).

40(l-2) Grants the authority power to take
administrative enforcement action
for violations, including wamings,
remedial directions, directives, and
restrictions.

Add: "The authority shall
maintain an enforcement register
accessible to the public
summarizing enforcement actions
taken, subject to confidentiality
under Section 43."

This amendment aligns with transparency
principles where public enforcement registers deter
repeat offenses and inform counterparties ofrisk.

40(2Xd-€) Provides for suspension/revocation
of licenses and initiation of
investigations.

Add: "The licensee shall be given
reasonable opportunity to respond
prior to any revocation or
suspension, unless urgent action is
needed to prevent imminent
consumer harm."

Ensures procedural faimess (audi alteram partem)
while retaining the ability for swift action.

40(2X0 Sets administrative penalties: KES
3M for individuals, KES lOM for
companies.

Adjust upward for inflation and
add proportionality clause: "...or
such higher amount as

commensurate with the economic
gain from the violation or harm
caused to the public."

Introduces risk-based penalties, ensuring fines are

not treated as the cost of doing business based on
FATF's proportionality principle.

40(3) Lists factors considered when
determining enforcement action.

Add: "...including cooperation
with investigations, voluntary
disclosures, and implementation
of compliance remediation plans."

Codifies incentives for cooperation and post-breach
behavior, aligning with OECD guidance on
cooperative enforcement.

41(1-3) Categorizes fines and imprisonment
terms for different offences, scaled by
severity and whether committed by
individuals or companies.

Add to each category: "...and the
Court may, in addition, order
disgorgement of profits, restitution
to affected parties, or
disqualification from holding office in
a regulated entity."

lntroduces reparative justice and market integrity
measures. Restitution is critical in VASP markets where
user losses can be massive.

Section 42 -
Liability of

Holds directors, senior officers,
partners, or employees liable for

Add: "The burden shall rest on the
individual to demonstrate absence of

Shifu this into a "reverse burden" model similar
appropriate for high-risk sectors like crypto. Promotes



lndlviduals for
Organizational
Offences

authorizinB, permitting, or aiding an

offence committed by the licensee.

knowledge or that reasonable steps
were taken to prevent the offence.'

individual accountability and proactive risk
management.

43(1) Prohibits the regulatory authority or
its agents from disclosing any
information or documents obtained ln
the course of their duties.

Add: "...except in cases where
disclosure is required to protect
market integrity, prevent systemic
risk, or inform other regulatory or
supervisory bodies in Kenya under
formal Mous."

Aligns with FATF Recommendation 40 and global
practice where regulatory cooperation and information
sharing are essential to prevent regulatory arbitrage
and enable cross-border supervision. This ensures
confidentiality is not a barrier to effective oversight.

43(2Xa-d) Provides exceptions for disclosure
under court orders, consent,
anonymized statistical data, or legal

requirements (e.g., AMLA, MtAA).

Add to (b): "...including digital
consent mechanisms that are

auditable and attributable to the
individual or entity giving such

consent."

Reflects the digital-first nature of VASPS where consent
may be logged electronically. Auditable digital consent
trails are standard under GDPR, Kenya's Data Protection
Act-

44121 Gives the appeal body power to
confirm, vary revoke decisions and
make appropriate orders.

Add: ",..including ordering interim
relief or suspending enforcement
action until final determination."

Prevents irreversible damage pending appeal. Aligned
with judicial review principles and right to remedy
provisions.

Section 46 -
Protection from
Lia bility

Shields regulators from legal action
when duties are performed in good
faith.

Add: "...provided such acts are not
grossly negligent, reckless, or in
willful disregard of statutory
obligations."

lntroduces balanced immunity. Mirrors,udicial
precedents, cBK Act, and international public law
norms that p€rmit challenge where egregious failure
exists.

t
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oryganes Public Affairs practlce comprises seasoned professlonals lrom diverse flelds, includlng law economics, internatlonal
relations and policy.

we wish to share our comments on vitlual A3sek Scrvice ProvldeB glll, 2025,in line with our commitment to supporting sound
policy and regulatory frameworks.

Please find our commenls attsched for your consideration and do not hesilate to reach out if you require 8sy clarlfication

Kind regards,

Attachments
Comm€nts on the Virtual Assets Service Providers Bill, 2025. .docx.pdf (117 kB)
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OXYGENE
VIRIUAL ASSETS SERVICE PROVIDERS BILI, 2025

No. Sccllon Comm.d ncdoncac

I

secllon 2

Detlnllion ol vlduol Assel
"virluol ossel" meons o digilol
represenlolion of volue lhol con be digilolly
troded or lronsfened ond con be used lor
poymenl or investmenl purposes ond does

nol include digitol represenlolion of fiol
cunencies, e-money, securilies ond olher
finonciol ossels.

PARI I _ FREUMINARY

Amend os below:

"virluol ossel" meons o digitol
represenlotion of volue thot con be
owned, digiiolly lroded or ironslened
ond con be used for poymenl or
inveslmenl purposes ond does not
include digitol represenlolion ol liol
cunencies, e-money, securities ond
olher finonciol ossels

The proposed inclusion of lhe lerm "owned"
in the definilion of "virluol osset" ensures

comprehensive legol recognilion of digilol
ossels lhot. while not tronsferoble or
trodoble, still represenl o legilimote form ol
digitol volue hetd by o user. lhis is

porliculorly relevonl in the conlexl of
non{ronsferoble viduol ossels such os

in€ome lokens, loyoliy points, or digilol
colleclibles, which tJsers con own ond use

within specilic plolformr or ecosystems. even
il such ossets ore nol copoble ot being
koded externolly.

2. l eonlng ol vlrluol osrel tcrvlcc providar

Sccllon 3
(2)For the purposes ot lhis Act. virtuol

service lokens ore nol virluol ossels ond o
person or legol orrongemenf lhot provides

services lhol involve virluolservice tokens

only ore not required lo hove o licence
under this Acl.

Amend os below:

For lhe pulposes ol this Acl. virluol
service lokens ore virtuol ossets ond o
person or legol onongement lhot
provides services thot involve virtuol

service tokens only ore required lo
hove o licence under lhis Acl.

Removing service lokens from lhe virtuol

ossets regulotory scop€ creotes o risk by
providing on eosier conduit for money
loundering funds,

According to the deFinition under section 2

of the bill . "viluol service token" meons o
digilol rccfesenlolion ol volue which is nof
trcnstercble or exchongeoble wilh o thkd
porly ot ony time ond includes digiro, ,okens

whose sole funcrion is lo provide occess lo
and opplicotion or service ot to p@vide o
service or funclion dtectly to its ownec "



This lherefore meon! lhot virluol Service

lokens represenl volue ond should lherefore
foll under lhe purview of lhe low.

3 DGcl3lon by lhe ralcvonl rcAulolory
oulhorlty lo [censc.

seclion l2 lhe relevonl regulolory outhority,

in moking o decision lo gronl o virluol ossel

service provider licence under lhis Acl, sholl

consider lhe fouowingF-

(k) if the opplicont is okeody operotlng in o

reguloled teclor, o no-ob.ieclion sholl be
required from lhe relevonl regulolor;

Amend o: bclow:

Seclion l2 The relevont regulolory
outhorily. in moking o decision lo gronl
o viriuol ossel service provider licence
under lhis Act. sholl considel the
tollowing-

(k) if the opplicont is okeody operoling
in o reguloled seclor, o ncobjeclion
sholl be required from lhe relevonl
regulolor;

Provided lhot where the licensing

oulhonly is olso lhe sector regulolor
lhe requiremenl foI o seporole
no-obieclion sholl not oPPly

The provision does nol cleody oddress the
scenorio where lhe relevonl regulolory
oulhority issuing lhe Virtuol Asset Service

Provider (VAsP) licence is lhe some os the
'lelevont reguloto/' required to provide o
no.objeclion. lf, for instonce, the Cenlrol
Bonk o[ Kenyo (CBKI is lhe licensing

oulhorily ond lhe regulolor lor ihe
oppliconl's exisfing operolion!, ihe CBK will

be required lo issue o no-obieclion lo ilself.

Our proposot of o proviso to section l2(kl
ensures thol where lhe licensing outhority
under VASP Acl 2025 is lhe some os lhe
seclor regulolor, o no-obieclion will nol be
required.

The currenl provision disproportionolety
disodvonloges licensees who ore gronled
licences loler in the yeor, resulling in

unequol llcence durqlions for the some tees

ond complionce requiremenls. For exomple,

on enlity licensed in Novemb€r would

receive less lhon two monlhs of operolionol
volidily belore expiry, which is neilhet
equiloble nor businessjriendty.

Ihe proposed omendment stondises the

durolion of licences lo o l2-monlh volldily
perlod trom thc dote o, htuoncc, rolher thon

linking expiry lo o fixed colendor dote (3lsl

December).

4 Durollon ol o llcence.
secllon 14

A licence grorrled unde, lhis Acl sholl be

volid from lhe dole il is issued ond sholl

expire on lhe 3l sl December ol lhe yeor il is

issued.

Amend os below:
A licence gronled under lhis Act sholl

be volid f or o period of one finonciol
yeor from the dole of issuonce.



5 Burln€$ lo bc conduclcd ln ptudcrd
monncl

21. ( I ) Subiect to subseciion (21 ond seclion
19. lhe business ond orfoiE of o licensee
sholl be monoged by o boord of directors
consisling ot ol leosl two ditectors;

Provided lhot o direclor lholl nol serve in

more lhon lwo boords of o licensee under
this Acl.

Amend or beloru

21. (l) Subiect to subseclion (2) ond
seclion 19, the business ond offoirs of o
licensee sholl be monoged by o boord
of direclors consisting of ol leost lwo
direclors;

Provided lhot o director sholl nol serve
in more ihon lwo boords of o licensee
under lhis Act.

An exemption sholl opply lo licensees
wilh existing boord slruclures
estoblished prior lo lhe
commencemenl ol lhis Act.however,
in such coses. lhe Choirperson of the
Boord sholl not serve or the
Choirperson of ony other boord under
this Acl.

The proposed omendment lnlroduces o
proclicol exceplion lor licensees with
pre€xisling boord slruclu.er, while still

moinloining sound governonce principler.
This is porliculorly impodont for reguloted
enlilies thol moy hove direclors olreody
serving on other boords, os il ensures

conlinuily in l€odership ond ovoids
unnecessory disruplion lo exisling
govemonce orongemenls.

By ollowing on exceplion,while slill plocing o
specific restriclion lhq'l lhe Choirperson sholl

nol serve os Choir on ony other boord under
this Acl.the omendmenl slrikes o bolonce
between flexibility ond occountobility.



Y l: lr(i^ \
\ r lr\.1 l'| irli \ir\ r r 

" 
l \

27 May2025

Dear Sirs,

SubJect:

The Clerk of the National Assembly
Departmental Commlttee on Flnance and National Planning

Padiament
Parliament Road
P.O BOX 41842-00100 Nairobi
Nairobl, Kenya

Sent via emall to cna(Aoadiament-oo.ke

The Flnsnco Blll 2025
Submlsslon of Tax Proposals on behalf of Keaga & Company Advocates LLP

Pursuant to the Public Notice released by the National Assembly Committee on Finance and

National Planning ("Committee') on 13 May 2025 and Article 201 of tho Constitution of Kenya,

20'10, we, Keega & Company Advocates LLP ("Keega"), are glad to submit tax proposals on the

Finance Bill, 2025.

We have provided an executive summary of the legislative proposals in the attached document

which also ptovides detailed analyses of the issues, impact, and recommendations. We are happy

to provide any additional information on the proposals should you require us to.

We would be grateful for an opportunity to engage the National Assembly Committee on Finance

and Natonal Planning ("Committee') to further deliberate on Keega's proposals and

recommendations att€ndant thereto.

Should you wish to discuss the contents of this l€tter, please do not hesitate to contac't the

undersigned on keeoa@keeoaleqal.com or our tax consultants on edna.oitachu@owc.com or
brian.kanvi tOowc.com at your convenisnce.

Yours faithfully

For: Keega & Company Advocates LLP

qq lqq
'1) l

Keega Gakuua

Managlng Partner

+254 713 .151503
+2 728 05701

inf@kocgalag.l.com
wws.koegal6gel.com

Suitc 204, Ojijo Clo!.
Wertpark Suit6., Partltndrg @ o
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1 . Executive Summary

Table 1: Executive summary

The tax base
applicable to
digital asset tax
and the persons
upon whom the
obligation to remit
tax is imposed.

Section 12F of the lncome Tax
Act CAP 470 ('lTA') currently
provides as follows:

(1) Notwithstanding any other
provision of this Act, a tax to
be known as digital asset lax
sha be payable by a person
on income derived from the
transfer or exchange of digital
assets.

(2) The owner of a platform or the
person who facilitates the
exchange or transfer of a
dlgrtal asset shall deduct the
digital asset tax and remit it to
the Commissioner.

(3) A non-resident person who
owns a platform on which
digltal assels are exchanged
or transferred shall register
under the simplified tax
regime.

(4) A person who is required to
deduct the digital asset tax

We recommend the deletion of
Section 12F of the ITA to repeal
the digital asset tax. We further
recommend inclusion of the word
'digital asset' under the delinition
of property in the Eight Schedule
to the ITA as follows:

"prope y"-
(a) in the case of a company has
the meaning asslgned thereto in
the lnterpretation and General
Provisions Act (Cap. 2), and
includes property acquired or held
for investment purposes bul does
not include a road vehicle;

(b) in the case of an individual
means-

(i) land situated in Kenya and any
right or interest in or over that
land: and

(ii) a marketable secuity situated
in Kenya, other than an

We recommend deleting Section 12F and to
establish digital assets as a form of property
for taxation purposes. This change is
necessary to address several critical
shortcomings in the current formulation of
Section 12F

(a) Recognising Losses and Volatility:
Digital assets are highly volatile.
Section 12F taxes the full value of a
transfer even when a loss is made. A
fair system should tax only real profits,
not gross amounts.

(b) Recognising digital assets as
Payment lnstruments: Section 12F
treats all transfers of digital asset
transfers as taxable events, including
payments made using stablecoins.
This ignores their role as a medium of
exchange.

(c) Ensuring Equal Tax Treatment:
Unlike shares or property, digital
assets are taxed on gross value, not
net gains. This unfairly targets digital
asset users and distorts investment

t)



2 lnclusion of
Virtual Asset
Service Providers
(1/ASP') under
the definition of
financial
institution

shall, within fwe working days
after maklng the deduction,
rcmlt the amount * deduded
to tho Commisfuner togather
with a retum of the arnount of
the pawent, the amount of
tax deducted, and such other
information as the
Commissioner may require.

(5) For the purposes oft is sectlon -
'income derived frcm transfer
or exchange of a digital assef
means the grcss fair ma*et
value considention rccaived
ot reca,ivable at the Wint of
exchange or tnn#er of a
digital asset.

Part lll of the first schedule to the
Excise Duty Act defines a
linancial instilution' to mean -

(a) a person licensed under -

0 the Banking Act;

(ii) the lnsura,ncr Act;

investment shato as defined in
Part ll of this Schedule;

(iti) a dlglhl asset

Specifically, we propose Part lll of
the first schedule to the Excise
Duty Act to be amended to include
a new subparagraph (d) as follows

(a) a person licensed undet -

(i) the Banking Act

decisions.

(d) Avoldlng Double Taxatlon ln Swaps:
ln a crypto-to{rypto exchange, both
parties can be taxed on the full amount
received---even if no profit ls made.
Tax should apply only to actual gains.

(e) Supporting lnnovation and
Compllancr: The cunent approach
pushes ac{ivity offshore and into
informal channels. A fairer system will
promote innovaton, tansparency, and
voluntary compliance.

(f) Using Existing Tax Rules: Kenya's
cunent laws already cover income
from digital assets through capital
gains, business income, and
Significant Economic Presence rules.
There's no need for a separato tax.

(g) ReflecUng the Olvsrsaty of Dlgital
Assets: Digital assets rlary wldely ftofii
tokens and NFTs to platbrm fees and
rewards. A single flat trax cannot fairly
cover all these use cases.

lnclusion of VASPs under the definition oI
fi nancial institutions will:

. Ensure fair tax treatrnent, promote
equity between providers of similar
seMces and eliminate regulatory
arbitrage.

?



(lii) the Central Bank of
Kenya Ac/; ot
(iv) the Micro Finane Acl,
2006;

(b) a Sacco society registered
under the Sacco Societies Act,
2N8; or

(c) the Kenya Post Offico Savings
Bank established the lGnya Post
Ofiicr Savings Bank Ad;

N/A

(ii) the lnsunnca Ad;

(iii) the Centnl Bank of
Kenya Ad; or

(iv) the Mlcro Finance Act,
2006;

(b) a Sacco socie| rcgistered
under the Sacco Socioties Acr,
2008; or

(c) the Kenya Post Office Sawngs
Bank established the Kenya Post
Ofrce Savings Bank Ad;
(d) Wrtuil Asset Service
Provlders

Amendment of Part ll of the First
Sdredule to the VAT Act to
indude the following na,v
Paragraph immediately after
Paragraph 2 of the first schedule
to the VAT Act

(3) "fhe Suply of serylces
provlded by Wdual Assef
Servlce Provlders ln rctafion b
dealings wlth Vldual A,sets'

Lead to avoiding double taxation
through preventing cascading VAT
charges on VASP transaclions, aligning
with global VAT norms.

Support legal and poliry alignment
through harmonilng tax law with the
VASP Bill 2025, hence strengthening
regulatory coherence.

Future'proof the tax syst€m by
establishing a scalable, innovation-
friendly tax model for the digital
e@nomy.

Boost sec{or growth and compliance by
encouraging formalization, invesbnent,
and support of Kenya's digital economy
agenda.

A



2. Background

2.1. About Digital Assets

2.1.1. Defanition and Terminology

A digital asset is a form of value or ownership that exists in digital form and is recorded

on electronic ledgers maintained across decentralized computer networks. These systems

use cryptography, a method of securing information through complex codes, to protect

transactions and verify ownership. Commonly refened to as crypto assets, virtual assets,

or digital tokens, these assets are not typically issued or backed by a central authority, though
exceptions exist, such as Central Bank Digital Currencies (CBDCS), which are govemmenl-

backed.

2.1.2. How Digital Assets Work

Most digital assets rely on a technology called blockchain, which is essentially a type of digital
ledger, a record-keeping system. Unlike traditional systems managed by a single institution,

blockchain is maintained by a network of computers that work together to veriry and store data.

Transactions are grouped into blocks, and each block is linked to the one before it, forming a

conlinuous chain that is very difficult to alter.

To add a new transaction, the network must first agree that it is valid, a process called consensus.

This is done either by solving complex problems (proof of work) or by pledging digital assets as a
guarantee (proof of stake). Each user has a digital wallet with a public key, like an account

number, and a private key, like a password, which are used to manage their digital assets

securely.

E[ oarrtffi6 Iffi t
t I

Figure 1: Visual Representation of Blockchain Technology

2.'1.3. Types of Digital Assets and Their Uses

Digital assets can be grouped into several categories based on their design and intended use:

Table 2: Types of Digital Assets



Unbacked
Cryptocurrencies

Stablecoins

Utility Tokens

Real-World
Asset Tokens

Non-Fungible
Tokens (NFTs)

Digital currencies
not backed by any
physical or
financial asset.
Value is driven by
market demand
and supply.

Digltal currencies
pegged to stable
assets like fiat
currencies (e.9.,
USD). Designed to
reduce price
volatility.

Tokens used to
access specific
features or
services within a
blockchain
platform. Not
primarily intended
for investments.

Digital
representations of
ownership in
physical assets like
real estate,
commodities, or
securities.

Medium of
exchange,
investment,
smart contract
execution

Bitcoin
(Brc)

Ethereum
(ETH)

)

tether

Payments,
remittances,
trading within
crypto
markets

Access
services,
governance,
transaction
fees

Fractional
ownership,
investmenl,
automated
asset
management

USDC
(USD
Coin)

USDT
(USD
Tether)

INK
(Chainlink)

Tokenized
Real
Estate

Security
Tokens

U5L) L.i.,rt r@

e

to BNB
(Binance
Coin)

(.

Securrency o :;i ill lQl : Irr :

@Unique digital
tokens
representing
ownership of a
specific item or
asset. Each token
is distinct and not
interchangeable.

Digital art,
collectibles,
intellectual
property rights

NFTs on
Ethereum

DfCENIEATAND
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2.1.4. lmportance of digital assets

Driving Financial lnnovation: Digital assets are reshaping how value is created, stored, and

transferred. They enable faster, cheaper, and more efficient financial transactions, reducing

reliance on traditional intermediaries like banks and payment processors'

Expanding Economic Participation: By lowering entry barriers, digital assets allow individuals

and small businesses-especially in underserved regions-to access financial tools, raise capital,

and participate in global markets. This promotes inclusion and economic empowerment.

Supporting Transparent and Accountable Systems: Transactions involving digital assets are

recorded on secure, tamper-proof ledgers. This transparency helps reduce fraud, improve

auditability, and build trust in both public and private sector operations.

Enabling New Forms of Ownership and lnvestment: Digital assets make it possible lo tokenize
real-world assets like property, commodities, or art. This allows for fractional ownership, making

investment more accessible and unlocking new forms of wealth creation.

Creating Jobs and Building Digital Skills: The digital asset ecosystem is generating demand

for new skills in technology, finance, law, and cybersecurity. This opens employment and

entrepreneurship opportunities, particularly for youth and tech-sawy populations.

2.1.5. Transaction of digital assets

(a) Outside Exchanges (On-Chain)

Traders can send or receive digital assets by interacting directly with the blockchain. These are

on-chain transactions, and they are fully recorded and verified by the decentralized network.

7l II

dy,i ._i,dth or d..

e
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-
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Figure 2: Process of on-chain transactions



(b) Within Centralized Exchanges (off-chain)

Digital assets are often traded on centralized cryptocurrency exchanges like Binance and
Coinbase. These platforms let users buy, sell, and manage assets easily, similar to regular
financial apps. Most trades happen off the blockchain, using the exchange's internal system.

2-1.6. Generation of income through the transfer or exchange of digital assets

Table 2: lleans of lncome Generation

Trading (Capital
Appreciation)

Selling Digital
Assets for Fiat or
Stablecoins

Buying and selling digital assets to
profit from market price fluctuations.
lncome is generated when assets
are sold at a higher price than they
were bought.

Converting digital assets into local
currency (e.9., KES) or stablecojns
(e.g., USDT). lncome arises from the
difference between the selling price
and the original cost.

Swapping one crypto asset for
another (e.9., BTC to ETH). lncome
is realized if the value of the received
asset is higher than the value of the
asset given up.

A user buys 1 ETH at KES
250,000 and later sells it at KES
300,000, earning a KES 50,000
profit.

A digital artist sells an NFT for
USDT 1,000 (= KES 150,000)
after buying it for KES 100,000,
generating KES 50,000 in
income-

A user trades 'l BTC (worth KES
9 million) for 40 ETH (worth KES
10 million), resulting in KES 1

million in income.

Exchanging
Digital Asset
Another

One
for

Holding Digital
Assets as a Store
of Value

Using
Assets
Payment

Digital
as

Staking and Yield
Farming

Acquiring and holding digital assets
long-term for investment. lncome is
only realized when the asset is
eventually sold or exchanged.

Accepting or spending digital assets
for goods or services. The value of
the asset at the time of the
transaction represents earned
income.

Earning rewards by locking crypto in
Proof-of-Stake networks or DeFi
protocols. These rewards represent
passive income.

An investor holds an NFT bought
at KES 100,000. lt appreciates to
KES 500,000, but no income is
realized until it is sold.

A freelancer is paid 0.5 ETH for a
project. At KES 300,000/ETH,
the income is KES 150,000.

A user stakes 20 ETH and earns
,1.5 ETH. At KES 3OO,OOO/ETH,
the reward is worth KES
450,000.

I



Mlnlng Rewards

NFT Royaltles and
Smart Contract
lncome

lncome eamed by valldatlng
transac:tions on Proof-of-Work
blockchalns llke Bltcoln. Typlcally
lnvolves hardware and eneigy costs.

Creators eam royalties from
seclndary sales of NFTs through
smart contracts. This provldes
recuning lncome.

A miner eams 0,25 BTG/month.
At KES 4 mllllon/BTC, thls
oquals KES I mllllonrmonth ln
lncnme.

An artlst eams a l0% royalty on
a KES 1 mllllon NFT resale,
recotulng KES 100,000.

A local oxchange dtarges l%
por translctlon. On KES I
bllllon ln volume, it eams KES
l0 mllllon in fo6s.

Fees and
Commlsclons by
VASPs

Mrtual Asset Servlce Provlders (e.9.,
exchanges, wallets) eam income
ftom user fees for servicss like
trading, withdrawals, or custody.

2.1.7. PlayoE ln tho Mrtual As3ot3 Ecosystem

(a) Vlrtual Assef Servlce Provlders (llASPs')

VASPs are businesses or individuals that help people buy, sell, store, or transfer digital assets.

They inctude exchanges, wallet providers, and custodians who manage digital assets or tho koys

that control them.

(b) Mlners and Valldatots

Thss6 ar€ the actors who confirm and r€cord transactions on blockchain notworks.

(c) Token rssuers

Token issuers create and distribute digital tokens, which can be used for access to services or as
investment tools. They offen distribute these through sales or free giveaways.

2.2. Dlgital Assot Landscapo in Konya

ln September 2023, the Financial Reporting Centre published its inaugural National Risk

Assessment Report on Money Laundering and Tenorism Flnanclng risks associated with Virtual
Assets and Mrtual Asset Servico Providers ('NRA').| This assessment w8s driven by the growing

uptake of digital assets in Kenya and the global push for jurisdictions to identiff and miffgate risks
associated with these emerging tochnologios. The report identified the following:

t Flnandat Reportng Contre, National Rlsk Ass€ssmsnt Roporl on Money Laundgrlng and Tonoibm Flnanclng rbks
associatod wtth Vlrtual Asseb and Virtual Assot Sorvlcs Provldsrs, Soptember 2023 < htbs:/ /r 

^ ^/.frc.oo.ke^,t/p-contenUuDloads/2 024/02/VAs-a nd-VASPS-ML TF-Rlsk-Ass 6nl-Reoorl-1-odD accassod on 24 May 2025



2.2.1. fho Rlse of Blockchaln Use and VA Adoptlon

Blockchain technology in Kenya has rapidly permeated financial and non-financial sectors. lts
decentralized, transparent, and relatively low-cost nature has attracted a broad demographic,
particularly the youth. According to survey data collected during the assessment, 75% of virtual
asset us6rs in Kenya are aged between '18 and 40, with students being among the most ac,tive
participants.

People in Kenya are using blockchain-based virtual assets primarily for investment and
speculation, but also for remittances, online transactions, and as a hedge against cunency
depreciation. These transactions often occur via peer-to-peer platfoms due to restriclions on
financial institutions engaging with virtual asset platforms. Respondents indicated strong usags
of online wallets and cenbalized exchangos to store their digital ass6ts, although some also used
physical wallets (e.9. in the form of hard drives) and non-custodial services.

2.2.2. U.aga Pattomr and Popular Platforms

Bitcoin (BTC) and Ethereum (ETH) emerged as the most commonly used virtual assEts. Binance,
Coinbase, Paxful, Luno, Crypto.com, KuCoin, and BitPesa (now operating as Aza Finance, and
the only Kenyan platform) are among the most frequently used VASPs in the Kenyan market.
These platforms enable users to trade, hold, or convert digital cunencies into fial cun€ncy. A
signmcant portion of users, over 53%, invested less than KES 100,000, indicating cautious but
growing interest,

Stablecoins like USDT and USDC are also widely used, particularly for their relative price stability.
Somo users are also ongag€d with NFTS, where they participate in real estate and fund
investments.

2.2.3. Tho Key Players

Kenya's virtual assetsA/ASP ecosystem compris€s wallet providers, exchanges,
brokerJpayment processors, and investment platforms. Many of the seMce pmviders operate
across jurisdictions without a physical prosence in Kenya, taking advantage of the intomefs
borderless nature. About 80% of surveyod VASPS confirmed operating across multiple Afican
countries and intemationally, induding in the UK, EU, and Asia.

2.3. K6nya'r Policy Position on Virtual Assots and VASPS

2.3.1. Draft Pollcy on Vlrtual Assets and Vlrtual Asset Servlce Provlders

The Draff National Policy on Virtual Assets and Virtual Asset Servico Providers of December
20242 affirms Kenya's intention to support the regulated adoption of virtual assets. Rather than
banning or discouraging their use, the policy propos€s a comprehensive, risk-based regulatory

2 Natlonal Tr€asury, Drafi Natonal Pollcy on Mrtual Assets and Mrtual Assot Servica Provider8, Oecomber 2024 <
httos:/ ,vww.trsasurv.oo.k8^flG.contonuuoloads/2025l0'l/DRAFT-NATIOtIALfOLICY€N-VAS-AND-VASPs.odf>
accsssod on 24 May 2025.



framework to govem virtual assets and VASPs in line with intemational best prac{lces, partlcularly

those set by ths Financlal Action Task Force.

ln the draft policy, the Govemment of Kenya has made a clear pollcy decision to allow virtual

asset-related ac{ivltles in the country. This follows the findings of the 2023 NRA, which

recommended regulatory acllon rather than prohibition, citing widespread adoptlon. Accordingly,

the pollcy posltlons Kenya to leverage the beneflts of digital assets, such as effciency in crose-

border transac,tions, attematlve investment channels, flnancial lnnovatlon, and Job creation, while

managing risks through regulatory oversight. The policy promotes a 'regulate-and-enable" rather

than a "ban-and-rostricf approach.

2.3.2. Tar Pollcies in Kenya

The Govemment of Kenya's tax policy direction on digital assets rsflocts a clear intention to tax
the digital economy. As outllned in the National Tax Policy (2023),3 the govemment aims to
enhance tax compliance and revenue collectlon from digital platforms by leveraging technology,

regulady reviewing tax laws, training tax administrators, and collaborating with stakeholdens.

Classifoing the digitral sec-tor as hard to tax, this approach is rooted in a risk-based framework that
seeks to detec.t tax avoidancs and ensuro th€ tax systsm ke€ps pace with emerging tschnologies.

The Medium-Term Revenue StrateSy (2023) ('MTRS"| operationalizes the National Tax Pollry
by outtining spocific tax reforms and measures to enhance revenue collection. The MTRS similady
recognizes the digital sec{or as a hard to tax sector due to the mobile, intangible, and often opaque
nafure of digital transactions. ln response, the govemment aims to bring digital assets into the tax
net through targeted policy and administrative measures, €nsuring that this growing part of the
economy contributes fairly to national r€vonue.

It ls essontial that tax policy remains aligned with broader govemment priorities, partiqJlarly in

supporting innovation and fostering long-term, sustainable growth in the digital economy,

including the responsible integration of virtual ass€ts.

3 Natlonal Troasury, NstonalTax Policy, S$slonal Paper No.02 of2023,2023 < https://ryww.troasurv.qo.kel,vp-
contenuuoloads/2024l052.05.-2024-National-Tax-Policv.odF accoss€d on 24 May 2025'
. Natlonal Trrasury, Modlum Term Revenue Stratggy, Ssptsmb€r 23 < httDs:/ flwvr,.troasurv.g9.ks/wD-
contenuuoloads/2o23/l zMsdium-Tenn-Revanue-Srabov-2023.pdf> accossed on 24 May 2025.



3. Detalled Submlsslons on Tax Proposals

3.t. Proposal to reduce the rate of Dlgltal As3et Tax from 3% to 1.5% of the value of
the tranrfer or exchange value of the dlgltal ass.t.

3.1.1. Background

ln July 2023, the Finance Ac'2023 introduced Section 12F into the lncome Tax Act, CAP. 470
(lTA), establishing a framework for taxing digital asset transactions. Under this provision, the tax
base is defined as the gross falr market value of income eamed from the transfer or exchange of
dlgital assets. The responslbility to deduct and remit the tax is placed on ths platform owner or
the person facilitatlng the transaction.

To operationalize this framework, the Finance Act also amended the Third Schedule of the ITA
by inserting Paragraph 13, $,hich sets th6 digital asset tax rate at 3 percent of the income derived
from such transfers or exchanges. This tax applies uniformly to all digital assot transactions,
r€gardless of whethor th6 transaction results in a gain or a loss.

The Financo Bill, 2025 proposos to am6nd Paragraph '13 by roducing the tax rate to 1 .5 percent
of the transaction value. While this reduction may appear to ease the burden on taxpayers, it does
not address tho core conc€ms raised by industry stakeholders regarding the structure and
fairness of the current regime,

3.1.2. lgsues

While we welcome the decision to lower the tax rate, the following issuas are yet to be addressed:

(i) Violation of the principle of neutrality

Section 'l2F taxes digital asset transactions on gross proceeds, unlike other assets such as
equities or real estate, which are taxod on net gains. This unequal treatrnent distorts investm€nt
decisions, discourages innovation, and may push aclivity outside formal systems, roducing
transparency and complianc€.

0D Potsntial for double taxation in exchangeiased ttansac{lons

By taxing the full value received in exchanges, Section 12F risks taxing both parties in a single
transaction, even when no net wealth is created. This leads to double taxation, which is
economically unjustified and increases the compliance burden.

(llD Uncertalnty ln the phrase "person who facllltates the exchange or transfe/'

The law requires the person who facilitates the exchange or transfer to remit tax but does not
define who this is. ln centralized system transactions, it is unclear whether this refers to the
platform, wallet provider, or custodian. ln addition, in the instances of decentralized or peer-to-
peer system transactions, there may be no identifiable party, making enforcemont unworkable.



(iv) Excessive Compliance Burden on Non'Resident Platforms

Most digital asset platforms serving Kenya are based abroad. These platforms often lack local

infrastructure or access to user data, making it difficult to identify Kenyan users or apply tax rules

in real time. The requirement to remit tax within flve days and submit returns is especially

demanding for platforms handling large volumes. Many do not control the information needed for

compliance but may still held liable, which may deter them from operating in Kenya and limit user

access to global services.

3.1.3. Regional best practices

We have considered some of the regional practices in connection with this subject. The findings

are summarized in the table below:

Table 3: Regional practices in connection with this subiect

,| fanzania

South
Africa

Section 83C and Paragraph
4(cXix) of the First Schedule to
the lncome Tax Act, 2004
('Tanzania lTA")

lncome Tax Act, 1962

. Specialised tax regime similar to Kenya

. Digital asset tax is levied on the value of
the gross fair market value of the
transfer, with no consideration for
whether the trade results in a profit or
loss.5

. The Act places the obligation on the
digital exchange platform or facilitator of
the transfer/exchange to deduct and
remit the digital asset tax. 6

. Normal tax rules on disposal of property
assets apply. (Capital Gains Tax Rules
and Business lncome Rules).

. Taxpayers conduct a self-assessment.

. Acquisition costs and losses are
allowable deductions.T

. ln determining whether to subject the
transfer of the digital asset to CGT or to
gross income, the factors SARS will
consider include the intention with which

2

5 Paragraph 83C, Tanzania lncome Tax Act, 2004.
B Section 83C ('l ), Tanzania lncome Tax Act, 2004
7 South African Revenue Service. 'Crypto Assets & TaX' < httDs /\v!v',v sirr, qov,za"nr-J r dlrals/cryf1o iri:lfls-l:rY/>
accessed on 24 May 2O?5.
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3 Nigeria Section 2 and 5, Capital Gains
Act, 1967

His Majesty's Revenue and
Customs ('HMRC')
C ryptocurre ncy Manual 2021

the taxpayer acquired the property, the
actual activities of the taxpayer in
relation to the asset in question, the
manner of its realisation, the taxpayer's
business operations (if any) and, in the
case of a company, its objects as laid
down in its memorandum of
association.8

Specialised tax regime in the form of a
CGT model.

Normal tax rules on disposal of
property assets apply. (Capital Gains
Tax (CGT) rules and Business
lncome Rules). 10

Companies are not liable for CGT;
they pay corporation tax on profits
from selling their digital assets.

ln order to determine whether the
exchange would have taken place as
a personal investment or a business,
HMRC considers the frequency of
the exchange of the tokens and the
level of organisalion and
sophistrcation of the nature of the

Tax is levied on the gains from the
disposal and losses are considered
allowable deductions. e

3.1.4. lnternational best practices

We have considered some of the international practices in connection with this subject. The
findings are summarized in the table below:

Table 4: lnternational practices in connection with lhis subject

'l United
Kingdom

8 Supreme Court of Appeal of South Africa, Commissioner for the SA Revenue Se.vice v Catherine Wyner, 25

pjlr11!,'!l l!:lii fl -rt ?Q2.1'conr m 
-rs 11r.. r-!4J j,:!it !!t!t :: r, rvrr:q-v-wy rr Llr- 5.!!(i? >accessed on 26 May 2025.

0 Section 3, Nigeria Finance Act.2023.
10 Cryp1o20050, Cryptoassets for individuals: which taxes apply, HMRC Cryptoassets Manual. 2021.
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a

o

a

a

a

individual's deallngs.tr

Taxpayers conduct
assessment

Acquisitlon costs and
allowable deduc-tlons.

a seJf-

losses are

a3

2. lndla Section 115BBH and 1945,
lncome Tax Ac{, 1961

Australla lncome Tax Assessment Acl,
1S97

Speciallsed tax reglme lncluding a
flat rate tax and a withholding tax.

Digital assets are taxed on the prolits
from the transfer of such digital
asset.t2

Only the acquisition cost of the digital
asset is an allowable cost in
determining the profit. i3

The Act also imposes a withholding
tax obligation on the buyer in
transactions exceeding a particular
value.la

Normal tax rules on disposal of
property assets apply. (CGTax rules
and Business lncome Rules). rE

ln oder to determine whether the
exchange would hav6 takon place as
a personal investment or a business,
the Australlan Taxation Offce
considers the frequenry of the
exchange of the tokens and the level
of organisation and sophistication of
th€ naturs of the lndMdual's
dealings. ro

Taxpayers conduct a self-
ass6ssmgnt.

Acquisition costs and losses are
allowabls deductions.

lndivlduals, trusts and

fi Crypto20250, Cn/ptoassstrs for indlvlduals: what ls bsding, HMRC Cryptoa$ots Manual, 2021.
12 Ssc on 115BBH (r)(a), lndla lncomB Tax Acl, 1961 as rBad wltfi s€cton 2 (24X1) of ho lncomo Tax Acl, 1961.
r! Sectlon l lsBBH (2) (a), lndla lncome Tax Ac't, 1961.
r' Sectlon 1 94S (3), lndla hcomo Tax Act I 961 .
16 AuslIallan Taxatlon Ofrco, lvhal aro crypio assets?' 16 Juno 2024 < https/A.vww.ato.oov.aulindividuals-and-
iamllioMnvestments-and-assstvcrvoto-assetinvsstments^,vhat-are-crvoto-sssels> acco$ed on 24 May 2025.ltParagraph1y25'TaxatonDetgrmlnaton2o11n7,17Dgcgmb6r2o14<
httos:/ rvww.ato.oov.au/lawvlewdocument?docid=Txo/To201427/NAT/ATO/00001> accas8ed on 24 May 2025.



4. OECD The OECD released in
Octobor 2020, a report titled,
'Taxing Mrtual Cunencies- An
Overview of Tax Treatmenis
and Emerging Tax Policy
lssues'. The report was
prepared after undertaking a
study on over 50 jurisdictions.

superannuation funds are allowed
discounts on CGT where they hold
the dlgltal asset for more than 12
months. Companies are not eligible
for a discount. l7

ln most countries including
Argentina, Australia, Belgium,
Canada, Estonia, Finland, France,
Greece, lreland, lsrael, Japan,
Luxembourg, Netherlands, Slovak
Republic, Slovenia, South Africa,
Spain, Swedsn and the United
Kingdom normal tax rules on
disposal of property apply (CGT rules
and Business lncome Rules). 18

Occasional trades, or transactions
made in a personal investment
capacity, often give rise to CGT
liabilities.

Trading in a business capacity, or by
businesses, gives rise to business or
capital income, meaning that normal
business tax rates apply. 're

a

3.1.5, General Observatlons from lnternational Best Practice

A review of regional and global frameworks roveals k€y trends in digital asset iaxation:

(a) Net Galn Taxatlon: Most countries, including South Africa, Nigeria, the UK, and Australia,
tax digital assets based on net gains, allowing deduction of acquisition costs and other costs
that may be incid€ntal to th€ generation of th€ income,

(b) Volatlllty and Loss Recognltion: Most jurisdictions acknowledge tho volatility of dig'ttal

assets by permitting loss offsets, ensuring fairor tax outcomes.

(c) ReJection of Groes-Baged Taxation: Gross taxation, as seen in Kenya and Tanzania' is

rare. Most systems focus on taxing actual gains.

(d) Prop€rty Ctasslflcatlon: Digital assets are widoly treated as property, enabling the use of
exisUng CGT or income tax rules and promoting consistency and legal chrity.

17 Australlan Taxation Ofice, 'How to calculat€ your CGT 8 April 2025 < httos//www.ato.oov.au/individuals-and-
familiasi/investm€nts-and-asssts/caoital-oainetax/calculatino-vourcoUhow-tccslcuhte'vour-cotfatG'
Whalvouoavtaron> accessed on 24 May 2025.
t8 OECD, Taxing vhtual Cunondes: An oveNiew ot Tax T,€,atnlF,ntB aN Eme,g,lng Tax PdW rssuos, 31.
1e OECO, Taxllng Wftnl cunoncles: An oveMaw of Tax nBat,r,nts aN Emdglng Tax fuby rssuos, 31.



3.1.6. Proposed Amendments

While we appreciate and wetcome the proposed amendment of the rato of tax subjec{ed on the
transfsr value of digital assets transfened or exchanged, we wish to recommend the furthor
amendment of section 'l2F of the ITA as follows:

(a) Delotlon of Sectlon lzF

We recommend that the deletion of Section 'l2F of the ITA to repeal the digital asset tax.

(b) Appllcatlon of ormal Rules Appllcablo to Propeny Dlsposal to Dlgltal Assets

We further recommend inclusion of the word 'digital asset' under the definition of property in the
Eight Scheduls to the lTA. This would allow for digital assots to be traxed under the normal rules
applicable to property disposal.

3.1.7. Justification for the Proposed Amendments

(a) Dolotlon of Sectlon 12F

The proposod amendment seeks to delete Section 12F and establish digitral asssts as a form of
property for taxation purposes. This change is necossary to address several critical shortmmings
in the cunent formulation of Section 12F:

0 Recognltlon of Losses and accountlng for Volailllty ln Dlgltal Asset Ma*ets

Th6 cunont provision taxes digilal asset transfers based on gross proceeds, without accounting
for acquisition costs. This approach fails to recognize losses, which is a fundamental departure
from standard income tax principles. The proposod amendmsnt restores balance by ensuring that
only actual economic gains are taxed, thereby aligning digital asset taxation with broader income
tax norms.

Furthermore, Digital assets are highly volatile, with prices subject to rapid and unpredic{able
changes. Taxing gross proceeds without regard to acluisition cost ignores this volatility and
imposes tax liabilities even in lossfiaking scenarios. By shifting to a net gain basis, the
amondment acknowledges the inherent risks of digital assst markots and ensures that taxation
reflects real economic outcomes.

For instance, an investor who bought 1 ETH at KES 580,000 durlng its 2021 peak and sold it for
KES '110,000 in 2022 would incur a massive loss of KES 470,000. Yet, under a gro$-based tax
system, they would still bo required to pay KES 1,650 (1.5% proposed) in tax on tho transfer
value, despite having made no profit. Continued taxation though ths digital asset tax penalizes

loss-making transactions and disregards the economic reality of th6 investor, making it both
inequitable and economically distortive.

(10 Some Dlgltal Assers ar€ used as a lledlum of E)rchange



Section 12F does not distinguish between digital assetrs held for investment and those used as a
means of payment. This is especially problematic for stablecoins, which are linked to fiat
currencies and ofien used to pay for goods and sorvic€s. Taxing these transactions on a gross
basis is both economically distortive and unfair.

For instance, if a Kenyan freelancer is paid 100 USDT (a stablocoin) for services, the platform
must withhold 3 USDT as tax, even though the freelancer has slmply received payment and not
made any profit This is comparable to taxing a mobile money transaction, or bank transfers and
goes against the principle of tax neutality. Repealing Section 12F would allow these transactions
to be taxed morB fairly under th6 existing income tax rules, promoting faimess and encouraglng
the use of digital assets in everyday commerce.

(itq Upholdlng the Prlnclple of Tax Neutality

Tax neutrality requires that the tiax systsm not favour or penalise specific types of economic
activity. Cunently, dlgital assets ar€ taxod more harshly than other asset classes such as equities
or rsal estate, which are taxed on net gains. This inconsistency distorts investment decisions and
discourages participation in the digital economy. The proposed amendment promotes neutrali$
by aligning the treatment of digital assets with that of other capital asssts.

(lv) Prcventlng Double Taxauon ln *chang*Based Ttansacfors

Undor the cunBnt gross-based approach, both parties in a digital asset swap may be taxed on
the full value of what they receive, even though no net wealth is created. This resutts in the
potential double taxation of a single transaction. The proposed amendment mitigatos this risk by
taxing only the net gain realized by sach party, thereby promoting fairness and reducing the
compliance burdan.

(v) Supportlng lnnovation and Compllance

The punitive nature of the cunent tax treatment may drive digital asset activity underground or
offshore, undermining transparency and compliance. By adopting a mors equitable and
economically sound approach, the amendment supports the objectives of the Draft National Policy
on Digital Assets, which seeks to foster innovation while ensuring effoctive regulation and
taxation.

(v0 E<lstlng tax fnmewo* ls sufflcient

Kenya's cunent income tax framework already provides sufficient legal and administrative
mochanisms to tax income and gains arising fom the digital asset ecosystem without ths n6ed
for a separate digital asset tax regime. ff Section 'l2F is repealed, digital assets can be effeclively
brought within the scope of existing provisions under the lncome Tax Act (lTA), particularly:

CGT under the Eighth Schedule for disposals of digital assets held as invostmont property;

Business income rules or WHT where applicable for trading, servica-related income
arising from the use or facilitation of digital assets or royalties;

a



. Slgnmcant Economic Presence (SEP) provisions under Sectlon 3(3Xc), applicable to non-
resident platforms wlth a digltal presence in Kenya.

Repealing Section 12F will not eliminate taxation of dlgital asset transactions. lt will replace an

inequitable and impractical regime wtth a fair, admlnistrable, and future-proof ftamework,
grounded in exlstlng law and aligned with the realities of the digital economy.

(vt| Sectlon 12F Overlooks the Complex@ of Dlgttal Asset Transactlons

Dlgltal assets are highly diverse in nature, func'tion, and income types+anging from capital gains

and staking rewards to royaltles and se ice fees. This reflects the complexlty of blockchain

systems and ths varied roles of partlcipants like investors, creators, and validators. Applying a

unfform gross-based tax regime like Section 12F ignores these differencos, resulting in

economically flawed and impractical out@mes. For example, speculative gains dlffer
fundamentally ftom service compensation, yst Soction 12F treats them the same. A more effective
apprc,ach is to tax digltal ass€ts und€r existing income and capital gains frameworks, which better
rellect transaction substance. Repealing Section 12F is essential to ensure Kenya's tax system
remains fair, enforceable, and aligned with global standards.

Proposal to lnclude Virtual Alrots Service Providerc included undor tho
detinltion of flnancial instltutions

3.2.1. Background

According to ths Virtual Assets Service Providers Bill 2025 (.the VASP Bill'), a virtual asset has
been defined to mean "a digital reprosentation of value that can be digitally traded or transfened
and can be used for payment or investment putposes and does not include digital rcprcsentation
of fiat currencies, e-money, securitles and other financial assets.

On the other hand, the Bill defines a VASP "as a local company incorponted under the
Companies Act or a foreign company issued with a co,liflcate of compliance under the Companies
Act and conducls one or mare of tha activitios listed under the schedule". Some of the services
rendered are as highlighted below:

/ Providing storage of virtual assets on bohalf of oth€rs;

/ Providing a digital online platform facilitating virtual asset transfers and exchanges;

/ Exchanges may occur between one or more forms of virtual assets, or between virtual
assets and fiat cunency.

/ lssuing own virtual assets to facilitato virtual asset transfers and exchangos

r' Ananging fansac{ions involving virtual assets and fiat cunency, or between virtual assets.

r' Managing portfolios in accordance with mandates given by clients on a discretionary basis
wh6re such portfolios indude one or more virtual assets;

r' lssuing and solling virtual assets to the public

r' Participating in and providing financial services relating to tho initial virtual asset offoring.

3.2



From the list provided above, you will note that the services offered by VASP's are more or less
similar to what ls offered by a financial institution. We have highlighted immediately below some
of the main elements of VASPS that equate them to Financial Services:

r' lntermediate and Brokerage; VASPs often act as intermediaries, facilitating the
exchangs, transfor, or custody of virtual assets between parties, similar to how banks and
brokers operate in traditional financial markets.

r' Custody and Safekeeplng; Many VASPS provide custodial services, holding virtual
assets on behalf of clients. This minors the role of banks and other financial institutions
that safeguard clients' funds and securities.

r' Payment and Settlsment Servlcos; VASPs may offer payment processing and
settlement services using virtual assets, akin to payment service providers and
clearinghouses in the traditional financial sector.

r' Exchange Sorvlcos: VASPs frequently operate exchanges wher€ users can buy, sell, or
swap virtual assets for other assets or fiat cunency. This is analogous to stock exchanges
or currency exchanges in the financial industry.

/ Compliance and Ragulatory Functions; VASPs are increasingly subjoct to anti-money
laundering (AML) and know-your-customer (KYC) regulations, similar to traditional
financial institutions, further aligning their operations with those of established financial
service providers.

Being that the Mrtual Assets sector is a new niche, and the intention of the govemment is to bring
this niche to tax, it is important that this is dons through consideration of the underlying nature of
the seryices being offered.

3.2.2. The lssue

The Value Added Tax, 2013 ('the VAT Actr) imposes VAT on a taxable supply made by a
rogistered person in Kenya, the importation of taxable goods and the supply of imported taxable
services unless the taxablo supply is exempt from VAT under th€ first schedule to the VAT Act.
Given that services provided by VASPs are not specifically listed in the exempt schedule, Virtual
Assets Services may be subjoct to VAT at the standard rate of 167o in absenc€ of specific
exemptions provided to tho industry.

Virtual assets, such as cryptocunencies, often function similarly to traditional means of paym€nt

lik6 fiat cunency or financial instruments such as securities or derivatives. Many VAT systems
exsmpt transactions involving money and certain financial instruments to avoid taxing the medium
of exchange itself, which would othenvise create cascading tax offscts and hinder economic
activity. Therefore, the tax treatm€nt of services rendered by a VASP should be consistent with
that applied to financial institutions.

Kanya already has a successful module for taxing financial services without impeding industry
groMh for the sector. Financial services are exempt from VAT according to Paragraph 1 of part
B of the first schedule to the VAT Act. On the other hand, financial institutions in Kenya pay Excise
Duty on the fees charged for money transfer services at the rate of 15% and on other fees charged
as defined und6r Part lll of the First Schedule to the Excise Duty Act, 2015 at the rate of 20%.



Since there are no specific considerations on the applicability of VAT on services offered by

VASPs, our proposal is that such services are accorded with similar treatment as that of other
flnancial services.

3.2.3. lnternational bestpractices

We have considered some of the international best practices in connection with this subject. The

findings are summarized in the table below:

Table 5: lntemational practices in connection with this subiect

United
Kingdom

United
Arab
Emirates

Singapore

His Majesty's Revenue and
Customs("HM RC")
Cryptocu rrency Manual 2021

Value Added Tax Act '1994

UAE Federal Tax Authority
Guidance

The Goods and Services Tax
Act 1993

ln 2014, HMRC decided that under ltem 1,

Group 5, Schedule 9 of the Value Added
Tax Act 1994, the financial services
supplied by bitcoin exchanges
exchanging bitcoin for legal tender and vice
versa - are exempt from VAT2o.

The UAE has positioned itself as a crypto-
friendly jurisdiction. lt does not levy any
transaction tax on crypto trades. ln fact,
cryptocurrency transactions are exempt
from VAT (Value Added Tax), lreating them
akin to traditional financial services.

The lnland Revenue Aulhority of Singapore
(IRAS) treats digital payment tokens (e.9.,
Bitcoin) as neither goods nor money for
VAT (GST) purposes.

Since January 1, 2020, the supply of digital
payment tokens is exempt from GST. This
means that buying, selling, or using digital
payment tokens as payment is not subject
to GST.

However, the supply of goods or services
paid for with digital tokens remains subject
to GST.

Utility tokens and security tokens are

20

lrl[r:j r,\aww r](rv oklhrrrrri ntcrn.ll-milnu..llri'qryrrice5-s-lli -

1ri)orr.2(l\"/Al

21



Australla Treasury Laws Amendment
(2017 Measures No. 6) Act
2017

treated based on their underlying
function-utility tokens may be subj€ct to
GST, while security tokens ars genorally
exempt2i

From 1 July 2017, digital currencies (e.9.,
Bitcoin, Ethereum) are no longer subject to
GST when used as payment for goods or
services.

This means that using crypto to pay for
goods/services is treated the same as
using fiat cunency-the underlying
good/service is taxed, not the crypto itself.

This change ensures that digital cunencies
are treated like money, avoiding double
taxation (previously, GST applied both
when buying the crypto and when using it).

The EU cunenfly tseats virtual cunencies (like
Bitcoin) as a means of payment following the
2015 European Court of Justice (ECJ) ruling in
the Hadqvisf caso. This means:

. Exchanges of virtual cunencies for fiat
money are exempt from VAT, similar to
cunency exchange services.

o Goods and services purchased using
virtual cunenciss are subject to VAT,
just as if they were purchased with
traditional cunsncy.

By forgoing a transaction tax, th6 EU focuses
on growth and transparency; govemments still
collect taxes on exchange profits and on gains
when cashed out into fiat, but users are not
taxed simply for transacting.

For consumption taxes, there is more
consistency in tax treatrnent, with countries
treating almost all aspects of virtual cunencies
as exempt or out of scope. This is often for
practical reasons, as they may wish to avoid

a

a

a

European
Union

Legal Prec€denco:
Skatteverket v. Heclqvist (C-
2U/14)2015

oEcD22 The OECD released in
October 2020, a report titled,
'Taxing Virtual Cunencies- An
Overview of Tax Treatments
and Emerging Tax Policy

21 Australian Taxation ffice, 'How to calculate your CGI'I April 2025 < https://r /ww.ato.oov.au/individuals-and-
famili6s/investments-and-assels/caoital-oains-tax/calculslino-vour-cot/how-to-calculate-vour-cotfatG
Whatvouoavbxon> accossed on 24 May 2025.
22 httos://www.o6cd.oro/contenUdafil/oecd/enllooicsi/polic.l/-issues/tax-policvlflver-taxino-virtual-cunenciss-an-
overview-of-tax-troatmsnts-and-emeroino-lax-oolic'\r-issues.odf



lssues'. The report was
prepared after undertaking a
study on over 50 jurisdictlons.

having to consider the implications of a barter
scenario, whereby a slngle transaction creates
two sets of VAT llabilities and input credits.

Additlonally, ln EU countries, the VAT
treatment was determined by the decislon of
the European Court of Justce in 2015 that
exchanges of Bltcoln are exempt under the EU
VAT Directive.

Flnally, virtual cunencies form part of a
taxpaye/s assets and are taxable underwealth
and inheritance taxes, where these exist.
lnheritance taxos may poso logistical
dfficulties, as the asset may not be accessible
to the inheritor, but tax is generally still payable.

3.2.4. ProposedAmendments

We propose that Mrtual Asset Servic€ Providers are accorded similar tax treatment with the
financial institutions as far as VAT and Excise Duty is concemed. Specifically, we propose the
following amendments:

a) The Exclse Duty Act

Amendment under Part lll of the lirst schedule to the Excise Duty Act to include sub paragraph

(d) immediately after subparagraph lc)'Viftual Asset Servlce Providers' as part of tho definition
of a financial institution.

b) The Value Added Tax Ac't

Amendment of Part tl of th6 First Schedule to th€ VAT Act to include Paragraph 3 immediately
after Paragraph 2 as follows:

'The Supply of services prcvided by Viftual Asset Seruice Providers in rclation to dealings
with Vidual Assets'

3.2.5. Justillcation for the Proposed Amendments

a) Func{lonal Parlty and Equlty ln Taxatlon

VASPs perform core financial func'tions such as brokerage, custody, payment facilitation,

settlement, and asset management which minors the services of traditional financial institutions.

Despite these similarities, they are cunently subjected to VAT on their services, unlike banks and

other licensed financial institutions, which ars exempt under the VAT Ac{ and instead pay €xcise
duty.



The proposal to classiry VASPs as financial institutions ensures horizontal equity, where entities
providing similar services are taxed in a consistent manner. This romoves regulatory arbitrage
and upholds the principle of tax neutrality, eliminating distortions in the financial soctor and
fostering fair competition.

b) Rlck of double taxatlon

lmposing VAT on services offered by VASPs introduces a slgniflcant risk of double taxation,
particularly in transactions involving virtual asset exchanges or custodial services. For example,
if a person buys goods or services using cryptocunoncy and VAT is charged both on the purcfiase
of the cryptocun€ncy and on the goods/servlces, thls will create an unfairtax burden.This not only
inflates the cost of using VASP services but also violates intemational best practices, where
financial intermediation is typically exempt ftom VAT to avoid cascading tax effects. The VAT Act
exempts financial services from VAT for this very reason. By contrast, applying VAT to VASP
transactions could lead to over-taxation and ultimatoly disincentivize the formalization of tho
sector-

Transitioning VASPs into tho same tax troatment as financial insUtutions where only the fees and
commissions are subject to excise duty protects gov€mment revenue while eliminating
distortionary tax layering. This approach strikes a balanc€ botwsen effsctive taxation and
fostering innovation and growth in the digital economy.

c) Policy Allgnmont and Future-Proofing the Tax Framework

This proposal harmonizes Kenya's tax laws with the Virtual Asset Service Providers Bill, 2025,
which already recognizes and licenses VASPs similady to financial institutions. Recognizing
VASPS in tho tax code closes a r€gulatory gap and strsngthens legal cohsrence between tax and
financial sector laws.

Additionally, as virtual assets grow in relevance for cross-border payments, remittrances,
investm€nt, and digital commerco, this step future-proofs Kenya's tax system by creating a
scalable model for taxing digital financial innovations, in line with global standards.

ln addition, other East Africa countries ar€ yet to issue specific VAT guidance on virtual assets.
Therefore, including such guidance in the VAT Act will set Kenya apart in the digital financial
sector which is a growing mark€t.

d) Balanclng growth and lnnovation ln th€ dlgltal ,inancial rsctor

lmposing VAT on services ofiered by VASPS risks sufling innovation and driving businesses into
informal channEls or offshore jurisdictions, particulady giv€n th6 prico-s€nsitive and technology-
driven nature of the digital finance spac€. By subjecting VASPs to excise duty on commissions
and fees, rather than VAT on gross transaction values, Kenya would ensure steady revonue
collection without compromising soclor growth or investment.



This treatm€nt is conslst€nt wlth Konya's oxistlng tax model for financlal servlces and allgns wfth
global tronds ln lintech taxation, where many jurlsdlctions exempt digital asset transac{lons to
avoid tax cascadlng efiects but also protec't the paynent functlon of vlrtual assets.

e) Conrl*ency wlth other local pollclas and lntematlonal best practlcos

Brlnglng VASPs under the flnanclal lnstitution framework caeates a clear and predictable tax
r€gime, encouraglng registration, licensing, and formal sector partlcipation. This supports the
Kenya Revenue Authority's (KRA) dlgital tax agenda, Increases compllance, and wldens the tax
base. Moreover, it allgns with Kenya's broader development goals under Mslon 2030 and the
Digital Economy Blueprint, by supporting dlgltal llnanclal lncluslon, lowerlng the cost of flnanclal
services, and boosting investor confidence in the Kenyan fintecfi ecosyst€m.

On the other hand, teating Virtual Assets akin to financial services aligns with many jurisdictions,
including tho European Unlon and OECD guidelines who have choson to oxempt virtual
currencies fiom VAT to maintain consistency with intemational practices and to avoid creating
baniers to cross-border transactions.
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The proposol lo reduce the DAT role ftom 3% lo

1.5% will not oddress lhe chollenges of

implementing the DAT provisions os curentty

conloined under lhe lncome To( Acl. We

propole the following oplions in respecl of

DAT:

Propo3o! l: Io rotegusd llrr no3cer ond

growlng vtluol oliel reclor

(o) tepe.d dlgnol ossct lqx Fovblom by

repeoling section l2F ond porogroph

13 of the Third Schedule ot th€ lncome

Tox Act os lhere hoYe been numerous

complionce difliculties with the

provisions os cunently enocted- The

DAT is opplicoble to virtuol osJeE lhol ore generoled through cryplogrophic

meons lol olherwisel ond provide o digitol represeniotion of volue,

crypiocurencies. non-fungible tokens or olher simior lokens.

Digitol osset tox os cunenily enocled requires: (o) lhG owner ol o plotlorm; or (b)

lha pe$on silro tocllHct lhc Gxchongc or tsndcr ot o digitol ossel lo deducl

DAT ond remil il wilhin five (5) working doys lo the Kenyo Revenue Aulhority {the

xrA).

After o user compleles registrotion of on occounl on o cryplocurency exchonge

website or opp (PlotloIm), such Binonce , under lhe P2P service - which is lhe

onty on{omp/off{omp mechonism curentty ovoflobls for Kenyon users, given lhe

reslrictive regulolory environmenl - lhe user is oble to: {o) post on odvertisement

oflering the sole of digitol ossets; o{ (bl respond to on odvert'rsemenl lo purchose

lhe otfered digitol ossel.

lnlroducllonI
28(d) Ihe Finonce

the Bill

proposes lo

deqeose the

roie of digitol

ossel tox {DAT)

from 3% to

1.5%.

No Clouse oescriplion of Proposol

the Clouse

Juslificqtion
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tox on goln/income should be poid

under sell-ossessment regime os either

copitol goins tox or income tox regime

on lhe peBon reoliz,ng the goin.

Disclosure would be done by plotlorms

uMer o report fromework such os lhe

OECD'S CARF, ollowing KRA to collect

lhe lox due from use6 (this is the

slondordized opprooch chosen by

mosl counlries) :

{bl Am.nd dlgltql ortet l,ox provblo by

repeoling subsection l2F(2) ond 13)

ond providing lhol the Cobinet

Secrelory lor Treosury ond Notionol

Plonning rholl implement regulotions to

provide for ihe definil'ron of DAL the

scope of honsoclions chorgeoble lo

DAT ond exclude stoble coins from lhe

ombil of DAT os ltley ore nol held for

The owner/operolor of th€ Plotlom octs os on escrow lhol holds fhe digitol osseh

pending the confumotion by the buyer ond seller lhot the required poyrnent

(which could be cosh or onolher digitol osset) hos been lronstened to the wollet

(in the cose of digitol osseh) or prefened poyment oplion lsuch os bonk occount)

ol the seller.

Accordingly. the owner/operolq of the Plotlorm does nol hove sighl of lhe fiot

curency poymenls exchonged beh./een the buyer ond seller of lhe digitol osset

since lhese poymenf options ore not owned or operoled by the Plotlorm owner.

ll. Ploltorm ownen/operolofi do nol hove occe3t lo lte llql curency

tonrocllom bchveen utdr on lb plollom

As set out obove, Plotform owneB/operolors ore unoble lo wiihhold ond remit OAT

in fiol curency for digilol osset tloding tronsoctionr becouse Binonce otfers

escrow services for digitol ossels in o koding lronsociion. Accordingly, the fiot

curency elemenl of lhe ,ronsoclions occur between lhe buyer ond seller of

the digilol ossets oulside the Plotlorm through fheir prefened third-porty poymenl

seNice provideG such os bonk occounls.

lll. DAI b slgn contly hlgher lhqn Ploltorm lc.t lor q honrocllon ond

Iterelore Plqllormr qre nol qble lo lund OAf poyme. fiom th teei
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volue but used os o meons of

poymenl;

(c) lldroduclng VAT 6xompllon for services

olle{ed by virluol osset service

proYide6 to othoci lhese ployer' lo

Kenyo.

We propose omending the First

Schedule of the vAT Act io expresly

provide lhot servicss provided by

virluol ossei service providers would be

exempl from VAT.

Mrtuol osset service providers would

hove lhe meoning osiigned lo il under

section 3 of lhe Virtuol Assel Service

Providers Bill, 2025 which is olso before

the Commitiee.

ftomples includo vituol ossel wollet

providers, exchonges, poyment

Plottorm owne6/operotoB' fees on lronsfer ol o dlgitol osset (whether in

exchonge for fiol or for cryptol is lower ihon 3%.

See link here

htios://fliosler.io/en/bloo/crvoio-exchonoeeronked-bv-.lowesl-Iee9€omoorison-o

uide ond

hltps://www.inveslopedio.com/tech/how-mucir-d06sil{ost-buy-cryplocurency-

exchonges/

for generol fees chorged by crypro Plolforms.

DAT tox risk is up to l5 times Einonce's fees.

Coinbose o.4% 0.6%

Bybit 0.t 5% 0.'2%

koken o.25* 0.1%

Toker's teePlqtlorm Moker's fee
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processoB, broken,

odvisors, omong othe6.

inveslmenl

(d) lnlroduclng axclse duly oi o rote of

five percenl (5%) on the

fees/commissions chorged by virluol

ossel service proYide{s.

We propose o new proYision

introducing excise duty ot o rote of

five percenl (5%, on the

fees/commissions chorged by virluol

ossel service providers.

Virtuol osset service providers would

hove lhe meoning ossigned to il under

section 3 of lhe Virtuol Assel Service

Providers Bill, 2025 which is olso before

the Committee.

lV. Chollengca loccd when occounllng lor DAI

ln Kenyo lox poyments ore required to be mode in KES, while the lronsfers ond

lronsoclions subject to DAT will be in the respeclive cryprocurencies/tokens.

ln order lo occount for DAT, lhe Plotform owner/operolor would hove lo source

for morkel ond liquidote the digitol ossets in order to finonca lhe lox.

Ihe lquidotion by the Plolfom owner/operotor on irs plottorm would omounl lo o

tronsfer under the curenl regime.

Given the yolotility of the crypto morket. it is possible for lhe volue of the digitol

osseh lo reduce between lhe iime of tronsfer ond subsequenl liquidofion by

Plotlorm owneB/operqlors.

lf ths liquidotion is done ond lhe proceeds subsequenrly converled into foreign

curency ond tronslolion of the some inlo KES omounis io exchonge losses, il

would resulf in lhe Plotform owler/operolor beoring the cost orising tom lhe

exchonge losses.
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Regulotions should prescribo how

excise duty would be compuled ond

remitted lo KRA.

Proporol 2: Dein. vhol ton! wllhln lhc ombll of

dlgllql $rctr - Exclude sloble coins fiom the

ombil of digilol ossels os ordinorily they ore nol

held for volue bul used os o meons of

poyment.

hopolql 3: lntoduce lqx on volue o, crypto

ortetr hald - lnfoduce o lox, okin to weolth

tor oi lhe role of 0.296 on lhe volue ot crypto

ossels held by Kenyon useE ol the end of lhe

yeqr. This would be similor to ltoly's weolth lox

on cryplo which opplies on the volue of cryplo

ossels held oi the end of the yeor ot the role of

o.8

Proporql l: Io 3oleguqrd lhe no3cenl ond glowlng ytluol oitel reclor

l. lcpcolng DAI

lhe repeol of DAI would ensure thol there is no double loxolion of income eomed

by peEons troding in digitol osets ond remove the wifhholding lox burden (per

lhe obove chollenges) for exchonge owneB. Further DAT is olso opplicoble os o

withholding tox, however, lhere rs no credit offered to the persons who hove been

subject to DAT.

Ihe tox on goin/incomo should be poid under self-ossessmenl regime os eilher

copitol goins lox or income tox regime on the person reolizing lhe goin. Disclosure

would bo done by the plotform under o report fromework such os the

orgonizotion for Economic cooperolion ond Development (oECD) crypto-Asset

Reporting komework (CARF) ond omendmenls to the Common Reporting

Slondords (CRSI (CARF will be implemenled in ot leosl 67 iurisdiclions; in turope it

will be implemenled through o direcfive, DAC 8). the CARF ond CRS will allow the

KRA lo hovo occess lo informolion on lhe troding of cryplo osseb.

2. Exprcrtly requHng regulollont lmplamenllng DAI

Ihe DAT provisions os curently drofted are vogue os il is nol cleor lhe type of

osseh subjecl to lo( how income from OAT lronsoctions is deemed lo hove

occrued or derived ftom Kenyo for tox purposes, the term tronsfer is not defined to
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cleody specify tronsocf'Dns lhol would b€ deemed loxoble ond those thol would

not be lo(oble. Some lroding lronsoclions involve exchonge of cryplocunency

from one type lo onolher, such os from Efhereum to Bitcoin. Fiot i5 not needed lo

trode. lhis opprooch of infoducing regulotions for the digitol sector hos resutled in

significonl benefits in lerms of revenue generotion os hos been the cose with

digilol service lox ond VAT on digitol morkefploce supplies.

3. lnlroduclng VAI exempllon

fte virtuol osel seclor in Kenyo hos not yel been regulofed by woy of legislolion

ond theretore, it h slill in it5 developmentol phose. Ihis exemplion proposol is

intended lo encouroge leoding sector ployers fo regisler in Kenyo to otfer virtuol

osset services.

Other finonciol services provided by kodilionql finonciol institutions such os bonk

ore exempt from VAl. Ihi5 proposol hos significonlly encouroged lhe groMh of lhe

finonciol sector in Kenyo os il encouroges lronsoclion! lhrough the linonciol

insfitulions.

lmplementolbn of DAT with similor feotures in olher counlies hos hod negolive

impoct os follows:
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o) Indonesio: lroding volume decreosed by opgoximotely 60% post the

implementolion; ond

b) lndio: troding volume of crypto exchonges dropped from lhe highs of USD

50OM weeuy to lhe lows ot USD 2M weeldy posl implementotion.

RJrther, from the comporison of jurisdictions below, only lndonesio chorges vAT on

servlces proyided by virtuol osset service providers. Leoding economies such os

lhe United Slotes of Americo, Uniled Kingdom, Germony ond ftonce do nol

impose VAT on virluol osset konsoctions

Below is o comporison with other iurhdictions.

Aurto[q Yes ffi - 15% depending

on personol income

tox brocket. Long

lerm copilol goin

ftom crypto ossel

No No

Tqx

Collecled

Upfront / ot

50urce

lncome Tox RoleJurirdiclions Subiect

to VAT?

Subject to

CGI?
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lrad

FdEa

h€tC mqa thon I

yeoI rocelv€s 50rE

codtd gdn to(

r6ductbtu.

Y6s rst - Lit
d€p€ne€ on

p€rsonol lncome lox

brockois - orfy

to)(oHo ott€r BRL 35k

(USD 65kl lrqnsoctbn

ttrestlold is reoched

eoch rnqdh .

No No

YB5 Id ot 3t lB tYtEn

crypto b converled

into fiot.

Cryptctoc1lpro

honsocllons ce nol

loxed-

No No
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Gonriony Yes

lndo ' Yes (30%)

lndon.slo Yes 0cD(

colleclod

by ogent)

Tox up lo 45% on

shod temr goin only.

copitol goin from

cryplcossels held for

pedods longier thon I

yeor is exempf ot

income to(

No No

lX ol Tronsoclions

VohJe ("IDS")

No Yes

o.lf of Tronsoclion

volue

o.fi ol Tronsoclion

Volue (it exchonge b

not regidered wilh

ralevonl govemmanl

outhodtyl

Yes

0.r r%

ol Yes

)
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,li..gy,do

shooeol.

Ilrolord

lHird

lhgdom

uiA

No Molqysio do€s nol

lox copild goh,

€rc€pt oslive tadoa

No No

No Silgopo.? cbor nol

tq copitd goh.

dcept oc,live koder

No r.b

Y€s Up to 358 No t\b

Y65 Up lo 20rB deponding

on the pesond tq
bockot-

No No

Yes DeporxIng on

p€rsonol tox brqckel,

ghort tqm c@ltol

gdr (hdd l€ss thon o

y€dl ore tmd Lp

bolw€en 0X - 3U

No No

a
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tong term cofitol

gdn cr€r tcod

botwegr O-2O*

Sorfi lttco Yei lSrB ol not gdr6

bos€d on lhe krcome

ld rqles

E6mpt -
fnoncid

s€ryices

1{o

Mg.rlo Yei Net golns. Ihe

percentogB o, qolns

lhot ore loxoble

d@6nd3 on on

hdYid{rds ovorol

lncome for lhe tox

y6(r

Yes

7.ffi
No

{ lntoduchg ixcb. dutl

E(cbo duty bced on th6 l€o chdged by the vituol osset ssvlco provtd€rs wot d

provido relollvdy qubk ord e6y occoss to revonue fd lhe govorwr€nl.

Howov6r, lo engre lhot lhe vttid ossed sactor ployers ore iEsnliviuod lo offot
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lheir services to Kenyons, lhe repeol of DAT ond inlroducing o vAT exemption is

cruciol.

According lo Choinolysis.

hllos://www.choinolvsis.com/bloo/subsohoron-ofrico-crvplo-odootion-2024/

SuEsohoron Aftico occounh tot 2.7 ot tronsoclion volume in cryplocunency

lopproximolely USD 125 billion). Kenyo ronked os 28h globolly in odoption of

cryptocurlencie:.

ln the

Tenodsm Finoncino Risk Assessment Reoorl for Kenvo , 2023. 86% of respondenls

were fomilior wilh cryptocurency. The common cryplocunencies owned include

Bilcoin (20%), Elher (17%), Tether (10%). 53% of respondents hod invesled funds

below KES 100.000, however, olher respondents hod invested obov€ KES 100.000

including omounts os high os more thon KES l0 million.

There is opportunity for revenue to be roised, however, the low introducing lhe tox

hos to be clear on the scope. how to othibule the honsoclions to Kenyon useB,

ond complionce meosures.

Proporol 2: Dc{nc whol lon3 wllhln lhe ombfi ol dlgltol o3sch

Stoble coins would ba excluded from the ombil of digilol ossets os ordinorily they

ore not held for volue but used os o meon5 of poyment.
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?ropord 3: lntoducc iu or! volua ol qypio o3t€l3 h€ld

lnfoduce o tox oldn lo weolth lox ot the role of 0. I tr on the volua ol cryplo ossets

held by Kenyon urers ol lhe end ot the yeor. Ihis is lhe cose in ltoly where lo(

oppli€s on lhe volus of crypio ossets volue held by ltolion lox residenl peGons ot

the end of tha y€or where (ol the crypto osseh ole held wiih o foraign

inlermediory or (bl held in selt-custody.

Ih'rs tox r6gim€ would b6 eosier lo enforce os il would be bosed on the volue ot

crypto osseh hold os ol o speclflc time. ln oddilion, lox would opply on lhe enlirg

voluo oI th6 cryplo ossets os opposed only to tho goin. Ihis regimo would olso

hove lhe meril of ochieving th6 desired outcome of DAT - lcD(ng individuols with

weollh occumuloled lrom cryplo-ossels -. bul ovoiding lhe conlroversy on the

constifulionolity ol DAT, notobly on the ,ocl lhol il moy torgel lronsoclbns where

no reol incomo i! obtoined by enlilies selling the osset.

BOWMANS
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Finonce Acl , 2Q23 introduced section I 2F of the lncome Tox Act which effective I September 2023 introduced digitol osset
tox (DAT) ol lhe rote of lhree percenl (3%) of the honsfer or exchonge volue of o digitol ossel.

The obligotion lo deduct ond remit DAT (wilhin 5 working doys) is on lhe owner of o plollorm or lhe person who focllllotes
lhe exchonge or lronsfer of o digitol osset.

A digitol osset is defined os follows:

" (i) onythlng ol volue lhot ls nol longible ond cryptocunencies loken code, number held in digitol f orm ond generoled
throvgh cryptogrophic meons or otherwise, by wholever nom e colled, providing o digitol represenlolion of volue
exchonged with or without considerotion thof con be lronsfened, stored or exchonged electronicolly; ond (ii) o
non-fungible token or ony other loken of stmilor noture, by whotever nome colled."

lncome derived from tronsfer or exchonge of o digitol osset is defined os:

"lhe gross fok morket volue considerolion received or receivoble of the potnt of exchonge or lronsfer of o digilol ossel."

The Finonce Bill, 2025 proposes to reduce the role of digitol ossel tox trom 3% of the konsfer or exchonge volue of the
digitol osset to I.5%.

2
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Key complionce dilflcullles under lhe cunenl DAT fromework

Amblgufi In the
cunenl provlsions

Not oll ocllvltles omounl to
o loxoble goln CBK's Coul{onory Nollce Polenllo! loss of buslness

No delinltion ol honster lhe
tCrm '..:n jiC . ^. ' a6f n^.1 '.
respecl c: DAT cf d inerefcrp il
is uncleor 'r'vneti^er olher
lronsociion! usinq cry pio
,a,,ouid be clecrrer] lo l)e
trcrnslalrs

Some lroding tronsoction
in ! oi'r'e exchcnge o
C"f'r-,Jrrer,C/ f'orn cne 'ic
io onolher suah os from
Ethereum io Bilcoirr. Fi0i is not
needed to kocle.

The CBK hos publicly worned
o;i:irst ihe lse. irolo,rrg, orrd
irodino cf /irtuol currencles
such c-1 Biicc n onci sirn lor
products including lhe deolir,q;
in viriuo currencies at
Jro|rsoc tlng witl. enliiies
c,'q'l2ea ir vi u--t: c -r'i^c el.

lnvestors lend to trode smoll
omounis. mony times, rother
lhon one lorge trode: hence,
DAT meons millions of wHT
deduclions/yeor wilh huge
complionce costs

Exci-ra:rqes'lro1 irl.Dlemeil DAT
firsl rrc like y tc lcse users

Some of ihe Digitol ossets suc
os stoble coins (e.g USDT) or
ordinorily nol helo for volJe b.J
useo cs o ti-tarrr: of ooynrell

Numerous service of f erlngs thot
do ncl include troding or
.ixchonge ol o giiol ossets

lr porticulor, the CBK Borkii
Circulcr''vnich ln 20l5 expressl

aocrn.l lra n.c a t r g
,^iirL cnir:;es i')oi oro enecAed
r'r .,, riuol Currancres hos nc)
ucen withdro'.vrr l;y the CBK.

rl
irrrjilr;tior.';
cnuiOne..i

Exchonge numerous service
offerrng ovoiloule lo oersons in
orher jurisdictions (1ot in
Kenyo) ond lhe scope of DAT
{how io determine opplicobiiily
to Kenyo) is no: cleor.

Theretc!'e. even rt B;ncnce

^!:r.-i 
io oijlat r'r r]Jl .j.-lrrerit! rl

would ncl De oble to u5e
Kenyori bonk occounls or
poyn-ent ser rice providers 1o
rc:rrit DAI

lmpoct of DAT wilh similor
feotures in other counkies:

lndonesio: troding volume
decreosed by
opproximotely 60"/. post the
imolementotion : ond

lnd o troding volume of
crypio excnonges drooped
irom lne highs of USD 500M
weekl'/ lo ihe cws of L.ISD 2M
weekly pc5t in.rpierf enio1ion.

4



Key complionce difficulties under the cunent DAI fromework

exchonges offer escrow
services on the digitol ossets in o
troding tronsoclion 1o ensure thot the
relevont digitol ossets ore only
tronsferred ofter the exchonge of
respeciive fiot f unds loke ploce
betv,,eeir the Toker oncj o Mcker ond
is confir:rred by the Moker.

Withholding tox generoliy works
smoolhly where the withholding lox
ogent is in possession or hos conlrol
over funds thct should be poid over to
or for the benefii of ihe withl-rolclee

Exchonges do nol hove ony occess or
relotion wholsoever lo lhe fiol lunds
tronsfened between o Toker ond o
Moker using their preferred poyment
methods

Since exchonges hos no control over
lhe fiot currency poyment methods. it
is procticolly impossible to withhold
ony portion of the iiot currency
tronsfened by the Toker to the Moker.



Key complionce difficulties under lhe current DAT fromework

. In Kenyo lox poyments ore required to
mode in KES, while the tronsfers
tronsoctions subject to DAT will be in
respective cryptocurrencies/tokens.

. Given the volotility of the crypto morkel, it is
possible for the volue of the digitol ossets to
reduce between the lime of tronsfer ond
subsequent liquidotion by the Plolform owner.

Go g1e

, Ellol

13,552,530.96

. ln order to occount for DAT, Binonce os the
owner of the Plotform would hove lo source for
morket ond liquidote the digitol ossets in order
to finonce the tox.

. The liquidotion by Binonce on its plotform
would omount lo o tronsfer under the cunent
regime.

o lf the liquidotion is done ond the proceeds
subsequently converted into foreign curency
ond tronslotion of the some into KES omounts
to exchonge losses, it would result in the
Plotform owner beoring lhe cosl orising from
the exchonge losses.

be
ond
the

I

Go <r!e

@
6

Accounting for Tox Liquidotion

Volotility of morket Exchonge differences

13,548,848.69 GD



- ;i ; Key complionce ditficulties under the current DAI fromework

a a

lower thon 3%. The rote is usuolly 0.1% - 0.2Y" of the digilol osset tronslened, which is poyoble
in the relevont digitol osset.

DAI lox drk lr up lo 15 llmes Exchonge'r

Porliculors Amount
1:r(1ii!!l: /* /,r.r,

l:li, 1'l , r'.'l'1 I r

y'.ri,'4:rir;.r ::r,,r,

i ' li 'il(rr r tr' i,lr.

l.lii ,,

' ,,!1 l l i!i !i" rl

i,1rl1 itr,til f i 1i'l

KES 10.000,000 of Bitcoin (0.74 bitcoins)

Assuming I Bitcoin = KES 13,544,507.47

0.00074 Bitcoins (opprox. KES 10,031.83).

0.0222 Bitcoins [opprox. KES 301,359.25)

1,1 ;,, ,,,.,-i)ll, i il irt'tr,r ii1"r,114l!

l)Jt.Tli.l ("({i,i I{.i (l}/,I | 1|.;..i',-',.. i.'; ii,r. iil,r,i.lt.: r,'(.lLrl.i
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No NoAurlrollo Yes 0%- 45% depending on personol income tox brocket. Long term copitol goin from crypto oss€t h€ld more
thon I yeor receives 50% copiiol goin tox reduclions.

No No&dd Ye: l5% - 22.5% depending on personol income tox brockeh - only toxoble ofter BRL 35k (USD 6.5k1 tronsoction
ttreshold is reoch6d eoch monlh .

No Notronca Yes Tox ot 30% when cryplo is convertod into fiol. Cryplo-to-crypto honsociions ore not toxed.

No NoTox up to 45% on short lerm goin only. Copitol goin from cryptc$leh held for periods longer thon I yeor'rs

exempl of incomo lox
Gcrmony Yes

YesNolndlo ' Yes (3str) l% ot Tronsoclions volue ("TDS"}

Yes ol
0.1rI

Yeslndon.do

No No,$oloydo

NO No

0.1% ot Tronsoclion Volue
0.2% of Tronsoclion Volue (if exchonge is noi rogisrered wilh relevont govemmenl outhority)

No

No

Moloysio does not tqx copitol goin, oxcepl oclive hoder

Singopore does not tox copitol goin, excepl octive hodet

Yes (tox
colecled
by ogenll

slngoporc

NoNoIholond Yes Up to 35%

No NoUnlt.d
Klngdom

Yes Up lo 20% depending on lhe peconol lox b,rock€|.

No No

Tar Collccted
Uptront / at

o O o o
Subjecl toSubjoct lo

CGT?

Depending on peBonol lo( brocket, short lem copitol goin (held less thon o yeorl ote toxed up belween
M-37%
Long lelm copilol goin ore toxed between G20%8

USA Yes



RECOMMENDATIONS

rn

ond omended CRSI os either
lhe person reolizing lhe goin

e ox
Excise duly on commissionslfees chorged by virtuol ossel service providersIhe tox on goin/income should be poid under self-ossessmenl regime

[supporled by o prescribed reporling fromework such os the OECD'S CARF
copitol goins tox or income tox regime on VAT exemplion on services provid€d by vituol o$et service provideE

Proposol I : To sofeguord the noscenl ond growing virluol ossel sector

Proposol 2: Define whoi loll wilhin the ombil of digiiol ossels

E(clude stoble coins from th€ ombit of digtlolosseh os ordinqrily they ore not hsld for volue but us€d os o meons of poymenl

v
Proposol 3: Reduced DAT role
Reducing lhe role of digitol osset tox soy 0.1% to loke into occount lhoi the commissions eomed by virtuol ossel service providers ore between 0.1% -
0.5%

Proposol 4: lnlroduce lox on volue of crypto ossets held ol the end of
lnlroduce o lox. okin to weollh iox ot the roie of 0.1% on lhe volue of crypto osseis held by Kenyon users oi lhe end of the yeor. ,.. r

Q l t.t i: -.t i' 't ) -/ :a: rl:r.r:;: I i..i ,..'-' i,:, -l '1t ::. r.-, tai.-: i

yeorthe
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REPUBLIC OF KEI.IYA

When replying pleaie quote:

Ref N o : ABA/.APM/.G EN/..5/[91,. !..G..9J

Mr. Samuel Njoroge, CBS

Clerk of the National Assembly

Parliament Buildings

P.O. Box 41842-00100
NAIROB1.

Date: l.2lh..May,. 29..25

brr', [lhtn dl, (br

? -:IPA W nloslz(

Dear /

RE: ASSETS RECOVERY AGENCY PROPOSED AMENDMENTS TO THE VIRTUAL
ASSETS SERVICE PROVIDERS BILL 2025

The Assets Recovery Agency (hereinafter'the Agency') is established under Section 53(1)

of the Proceeds of Crime and Anti-Money Laundering Act, 2009 (POCAMLA) as a body
corporate with the principal mandate of combating money laundering, terrorirm
financing. proliferation financing and other crimes through identifying, tracing. freezing
and recovering propertiet/proceeds which have been acquired from or constitute
profits or benefits derived from crime or used for or intended for use in the commission
of an offence.

The Virtual Assets Service Providers Bill, 2025 is a proposed Act of Parliament to
provide a legirlative framework to regulate virtual asset service providers and address

risks associated with the misuse of virtual asset products and virtual arret Jervice
provider services, and for connected purpoies.

The Agenry, has reviewed the Bill and proposes the following considered amendmentj
which would more accurately capture the purpose of the Bill and provide greater clarity
to stakeholders. including regulators. service providers. and the public.

Proposed Amendment Jurtlflcatlon

Amend Clause 7 to provide for distinct The Bill seeks to regulate service

functlons of each regulator providers operating within the virtual

,'l'lOi\lrV nSSEMBLy

assets eco5yrtem. Civen the complexity
and diversity of virtual assets and related
services, multiple regulatory bodies

namely: CBK, CMA. and others to be

designated by Cabinet Secretary viaI 3 t4Ay

MurualTower 22^diFloor. Upp€r Hilt. Nairobi. Kenya

t(Fqj-

l,!

F?. rT:{IITTVED
1 2 i,tAY 2025

D,!)P LI'I'}' CLERK O
( \r, r\t tal Addrerr: P.O-gox 52420-0010O. N.irobi. f€nya



Proposed Amendment

lncorporate New clauses that facllitate
crosr-border collaboration for the
regulators.

lnsert a new Claure to provide for an

obllgrtlon to verlfy customer ldentlty in
accordance wlth tectlont 45, 45A, and

45 of the Proceedr of Crlme and Anti-
Money Launderlng Act (POCAMLA).

justlficatlon

Kenya 6azette. have overlapping or
complementary roles.

As such. to eliminate ambiguity and

ensure a clear division of responsibilities.

each regulator should have specific and

distinct functions.

This is because such ambiguitY can

complicate enforcement actionr.

especially in cases where swift action is

required to curb illicit financial flows

involving virtual assets.

Virtual arsetr (VAs) inherently operate
acrors international borders, making it
crucial for regulators to establirh
collaborative frameworks. Therefore.
there is need to incorporate explicit
clauses within the Bill to facilitate
effective i nternational collaboration.

Every Virtual Asset Service Provider
(VASP) should take reasonable step, to
verify the identity of any customer or
beneficial owner, purtuant to tections 45.

45A. and 46 of the Proceeds of Crime

and Anti-Money Laundering Act

(POCAMLA).

This proposal provides for enhanced due

diligence to combat the mirute of virtual
assets for illicit activities. including money

laundering, terroritm financing and

proliferation fi nancing.

This is also in tendem with the FATF

Recommendation 15 which mandates

that countriet and financial inrtitutions

identify. assels, and manage money

laundering and terroritt financing risks

associated with new technologies'



Proposed Amendment

Create new criminal offenser for Vlrtual
fusetr Service Provlderr and their
dlrectors

Create a new provision for establishment
of a Vlrtual AJret lnsurance Corporatlon
(VAIC) under the Bill

i-r.

Mark M. Ogonji, EB5. O6W. 'ndc'(K)

Ar. DIRECTOR ASSETS RECOVERY AGENCY

justlflcatlon

including virtual artets and virtual arset

service providers (VASPs).

Virtual Asret Service Providers (VASPs)

play a critical role in the digital asset

landscape. The VASPs and their directort
must be held to high standards of
integrity and accountability due to the
critical role they play.

As such, in addition to ranctions and fines
provided under section 41, the propored
recommendation seeks to criminally hold
VASPs and their directors accountable for
any potential misconduct or illegality
they may perpetuate in conduct of their
business.

To safeguard the interests of deporitors in
the event of VASP failures. there is a need
to ertablirh a Virtual Asset lnsurance
Corporation (VAIC) similar to the Kenya
Deposit lrrsurance Corporation (KDIC) to
provide a ,afety net for depositors in the
event the VASP collapses, ensuring
compensation.

ln light of the critical importance of accurately reflecting the Bill's scope and purpore.
the ASency submits the proposed amendmentr for your consideration.

Yours 6tn/1.9r€-t/,
lEl
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PARTIAMENTARY SUBMISSIONS ON THI VIRTUAT ASSETS SIRVICE PROYIDERS BILL, 2025

INSTITUTION: NJOGU AND ASSOCIATFS ADVOCATIS LLP

DAfi: 24tr April 2025

INTRODUCTION

The Virtual Assets Service Providers Bill, 2025 has made significant legislative efforts towards a strong regulatory Samewotk for Kenya's unregulated and
rapidly evolving virtual asset sector. It addresses th€ risks associated with virtual assets such as morrcy laundering, terr,orism financing, and consurner
wlnerability while fostering innovation and market integrity. Thmugh it, Kenya presents a forward-thinking jurisdiction that's committed to balancing
technological advancement with financial stability. The Bill's comprehensive approach to licensing, supervision, and enforcement undetscores its alignment
with global standards, particularly in anti-money laundering (AML), couDterins terrorism financing (CFT), and countcring proliferation financing (CPF).

While the Bill lays a solid foundation of regulating virtual assets, certain provisions warrant furthcr scrutiny to ensue the legislation achieves its obictives
without unintended consequence. The following areas, ifrcfined, could strcngthen the Bill's effectiveness, frimess, and adaptability to enrcrging challenges.

Section of tbe Bill Provision of the Bill Rrtlonele for Amcndmcnt Proporcd Amendment

Section 2 "Virtual asset" mean:t a
digital representation of value
that can be digitally traded or
transfened and can be used

for payment or invest fien,
purposes and does no, include
digital representation of liat
canenci*, securities and
otherlinancial assets

Formally recognizing betting
coins (e.g., tokers used
exclusively for wagering) and
virtual assets as a medium of
exchange in gaming prevents
regulatory arbitrage and ensurcs

consumer protection.
Without clear defiritions,
fiaudulent schemes could exploit
legal gaps.

'Virtual Asset" mears a digital representation
ofvalue that can be digilally traded or
transferrcd and can be used for paymcnt,
investmcnt, EIEE&lf_lEtEllgpjjL
erchenqc ln cemlnp rctlvltler, including but
not limiled to cryplocurrcncies, utility tokens,

!3!EESS9!4! and does not include digital
rcprcsentalion of fiat currencies, securilies and
other fin&ncial assets.



NJ(}GU
r_\R r\l=li:

NJOGU LM LLB (HONS) MOI
NDLTNG'U P.K LLB (HONS) KABARAK

& ASSOCIAITS ADVOCATES

\l l iil.'
DHAMAY APARTMENTS,5IlI FLooR. SLIITE 503
HENDRED AVENUE, OFF OITANCA ROAI)
P. O. BOX 4rY9l - 00100 NAIROBI

\il\lrL j-

TElr l+25q 725 6t5 596
B{AIL int@njo6uassociat...com

Section 2 and the
schedule

"Virtual asset services"
meons the activities listed
und.er the First Schedule of
this Act.The activities listed in
the First Schedule arc as
blbws: Virtual asset wallet
provider, virlual assel
exchange, yirtual assel
paymenl processor, vitlual
assel broker, virtual asset
investment advisor, virtual
assel manager, virtual asset
olfering provider.

I . The cunent description of virtual
assets services excludes industries
like the gambling/gaming
industries, which creates a

regulatory gap or rcnders the use of
virtual assets in such industries,
illegal by default.

Add a new category under First Schedule:
"Virtual Asset Gamins/Bettins Provider"
Description: Issuance and manasement of
disital tokens for licensed bettinsor
samlns Dlatforms.
Regulator: Bettins Control & L lcenslns
Board (BCLB) in coordination with
CM CBK

Section 2 Interpretation I Adding the definitions of "Virtual
Assets betting/gaming" and "Virnral
Assets betting/gaming" allows for
inclusivity of the gaming / betting
industry in the provision of virtual
assets services to avoid a regulatory
gap and eliminate ambiguity.

Add the following defrnitions:
"Virtul I bettinq/pflmr gtt means
anY form of bettins. sambling. or
wagerinq where virtual assets ere used
for stakes. oevouts. or orizes.

al Assets Gaminp Onerator
(VAGO)" means anv licensed entitv
o e bettins- lotterv. casrno games.
or other blinp services usins virtual
assets.

a
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Section 5 (2) (b) 5 (2) For atoidance of doubt,
this Act shall not appl1, 1e-
(b) Digital representation of
fi,at currencies, issued by lhe
Central Bank of Kenya or any
olher jurisdiction;

I Permits fiat-backed stablecoins for
betting, subject to CBK oversight.
Prevents unbacked "betting coins"
from evading regulation.

r 5 (2) For avoidance ofdoubt, this Act shall
not apply to-

(b) digital representation of fiat currencies
issued by the Central Bank of Kenya unless
used for bettinp or samins tran sactions. in
which case thev must comolv with CBK and
BCLB lations

Section 6 "The Jbllowing entities shall
the relevant regiatory

uthorilies lor the purposes of
his Act-
(a) the Capiral Market.s
AuthoriN established under
section 5 of the Capital
Markets Act:
(b) the Central Bank of Kenya
established bv Article 2 jl(l)
of' the Constitution: or
(c) any other public body
established under a written
law that the Cabinet secreta4,
maX, b1- notice in the Kenya
Gazelte, designate as such- "

Adding the Befting Control and
Licensing Borrd (BCLB) to the
regulatory authorities will ensure
that the Capital Markets
Authority, rhe Central Bank of
Kenya and the Betting Control and
Licensing Board (BCLB) work
together in regulating both the
financial sector and the betting
sector when it comes to Virtual
Assets Services.

The following entities shall be the relevanr
regulatory authoritics for the purposes tf
this Act-
(a) the Capital Markets Authoriry
established under section 5 of the Capital
Markets Act;
(b) the Central Bank ofKenya established
by Article 23 l( I ) ofrhe Consritution;
c) the Bettina Cont I and nsrns
Board (BCLB) established under
section 3 of the Betting. Lotteries and
Gamins Act;or
(c) any other public body established
under a written law that the Cabinet
secretary may, by notice in the Kenya
Gazette, designate as such."

I
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Section 9 9. (l) A person shall not carry
on, or put?ort lo
caryt on, lhe business of
virtual asset senrices, or hold
ilsel,f out as curming on thut
business, in or.from Ken1u,
unless that person is licensed
to do so by the releyant
regu lato\r au lho ritlt unde r
this Acr.
(2) For the ovoidance of
doubt, a notural pet son shall
,tot can)' o,t, or purport to
carry on, in orftorn within
Kenva, the business of vir.tual
asset sen'ices.
(3) A person u,ho contravenes
subsection (l) or (2) of thi.s

section
commits an o/fence and is
liable upon conviction lo a
fine
r imprisonment, or to both, as

ified under seclion 4l (3) to
is Act '

ual approval:
r Ensures that the Betting Control

and Licensing Board has oversight
over the virtual assets
gambling/gaming.

Prevents money laundering:
unlicensed offshore crypto betting
platforms often evade Kenya's
AML laws, leading to revenue
Iosses.

Enhances consumer protection:
mandatory licensing ensures
provably fair algorithms.

9 ( I ) A person shall not carry on, or
purporl to cary on, the business of virtual
asset services, or hold
itselfout as carrying on that business, in
or ftom Kenya,
unless that person is licensed to do so by
the relevant regulatory authority undcr
this Act.

asse!-@

(3) For the avoidance ofdoubt, a natwal
person shall not carry on, or purport to
c.ury on, in or from within Kenya, the
business ofvirtual asset services.

(4) A person who contravenes subsection
( l) or (2) of this section commils an
offence and is liable upon conviction to a
fure or imprisonment, or to both, as
specified under section 4l (3) to this Act"

a oermitAuthc ritv (CMA) and has
I and

BCLB).[-icensins Board (

(2\ rate a virtualoDeshall not

Marketsthe Caoitallicens ed bv

Ane

from the Bettinp Con
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Section l0 10. (l) An eligible person may
for a licence to
te as a virlual asset

rvice provider conducting or

tivities listed in the First
hedule to this Act

(2) The relevanl regulatory
uthority may issue
idelines with respcct to the

fiual assets listed in thefirst
hedule to this Act

(3) For avoidance of doubt,

ecified under section 3(t) are
igible to be licensed to
dertake virtual asset serttice-e

ly

nen o en ro remo theof

nly the persons

nder thb Act.

: A licensed virtual assets-betting
exchange would ensure secure and
traceable transactions under CMA
oversight thereby reducing exposure
to scams.

( I ) An eligible person may apply for a
licence to operate as a vinual asset service
provider conducting or offcring one or
more of the activities listed in the First
Schedule to this Act.

(3) The relevant regulatory authority may
rssue
guidelines with respect to the virtual assets
listed in the first
Schedule to this Act.
(4) For avoidance of doubt, only the
persons specilied under section 3(l) are
eligible to be licensed ro underrake virtual
asset services under this Act.

from

the
Bettins Control

I

Board

(a) It resa
g.Lerational funds:

(b) nsactionl-time traIt imolemen ts rea
andmon

(c) fairnessnp
standa rescribed

stns

(2) ServicessetsA

that:rovidedhanse. nbettinp exc
o

nsed Virtual

user funds

itorinp for fraud etection
It molies with

rds as n
and Licen

l0

evirovider

a
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Section l3 (l-5) Canditions attaching lo
Licence

Formalizing betting
regulated blockchain
reduces fiaud risks.

coms as

tokens
A subsection (4) may be added
below subsection 3 (thereby
increasing the subsections to six in
number) and state as follows:
(4) I'Anv entitv licensed to issue a
virtne I asset orimarilv desisned

p( a 'bettin coinr) must:
(a) Disclose its tokenoI CS. SUDDIY

mec amsnL and redemDtion

(b)
policles:

Ensure nrovab fair
alsorithms for samins use
cases : end

(c) Maintain reserves or liouiditv
oools to back the token's value
if to fiet or another
asset I

I !
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Part V (Sections 33
and 34)

Prevenlion of money
Laundering, terrorism
fi nancing and Proliferation
fnancing b1t virnal
A ss e t s e m- i c e p rov i de r.

Adding the section will ensure
that there is due diligence in
virtual assers gaming/betting.

A section may be inserted after scction
33 and state as follows:
Virtual Asse ts Gamins O rators
must:
(a) Cond UCt KYC (know vour
customer) for bets over 10.OOO KES
or the al assets € uivalent

(b'l Monitor for suspicious bettinq
Detterns (e.s. rapid deposits/losses):

to the Financial Re rtins
Centre (FRC)

a
t r,
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