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LEGAL NOTICE NO. 37
THE CAPITAL MARKETS ACT

(Cap.485A)

IN EXERCISE of the powers conferred by section 12(1) of the
Capital Markets Act. the Cabinet Sccretary for the National Treasury
and Planning makes the following Regulations —

THE CAPITAL MARKETS (DERIVATIVES MARKET)

(AMENDMENT) REGULATIONS. 2025

I, These Regulations may be cited as the Capital Markets
(Derivatives Market) (Amendment) Regulations. 2025.
2. Regulation 15 of the Capital Markets (Derivatives Market)
Regulations is amended —
(a) by deleting sub-regulation (4) and substituting therefor the
following new sub-regulation —

(4) A derivatives exchange shall submit to the Authority
a liquid net worth certificate within thirty days after the end
of cach quarter.

(b) by adding the following new sub-regulation immediately
after sub-regulation (4) —

(5) A derivatives cxchange shall, at least once in cach
year, submit to the Authority an audited liquid net worth
certificate from the auditor within ninety days after the end
of each yecar.

Madec on the 29th January. 2025.

JOHN MBADI NG'ONGO.
Cabinet Secretary for the

National Treasury and Economic Planning.

LEGAL NOTICE NO. 38
THE CENTRAL DEPOSITORIES ACT
(Cap.485C)

IN EXERCISE of the powers conferred by section 65 of the
Central Depositories Act, the Capital Markets Authority makes the
following Rules—

Ciation,

Sub. Leg.
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Kenva Subsidiary Legislation, 2025

THE CENTRAL DEPOSITORIES (REGULATION OF CENTRAL
DEPOSITORIES) (AMENDMENT) RULES. 2025

1. These Rules may be cited as the Central Depositories
(Regulation of Central Depositories) (Amendment) Rules. 2025.

(Regulation of Central Depositories) Rules, is amended by deleting
item | and the corresponding rate and substituting therefor the
following new item —

2. The Second Schedule to the Central Depositories

Deposit levy for Ksh. 150 per transaction on counter subject to a
issuers minimum of Ksh. 50,000 and maximum of Ksh.
5,000,000 per annum, payable quarterly

Made on the 23rd January, 2025.

UGAS SHEIKH MOHAMED, WYCKLIFFE SHAMIAH.
Chairman of the Chief Executive Officer of the
Capital Market Authority. Capital markets Authority.

PRINTED AND PUBLISHED BY THE GOVERNMENT PRINTER. NATRORI

Citation,

Sub. Leg.



REPORT ON STAKEHOLDERS' ROUNDTABLE DISCUSSION ON CAPITAL MARKET 2024-
2025 POLICY PROPOSALS TO THE NATIONAL TREASURY

KENYATTA INTERNATIONAL CONVENTION CENTRE
NAIROBI

September 28™, 2023



Executive Summary
The Capital Markets Authority conducts a policy roundtable on annual basis. Round table

discussions are part of the Capital Markets Authority’s initiative to engage capital markets
stakeholders in identifying, refining, and proposing the key interventions that will revitalize the
capital markets to effectively play its critical role of resource mobilization as envisaged in the
Vision 2030 Blueprint and in the realization of The Bottom-Up Economic Transformation
Plan(Beta) and to stimulate growth in the capital market in light of the global economic crisis.
The consultations which involve both the public and private sectors are also critical in identifying
key barriers to development to inform the necessary legal, and institutional reforms that will

spur the growth of Kenya’s capital market in the wake of the global economic crisis.

The policy proposals discussed touched broadly on: Exemption of Derivatives Exchange in the
submission of audited liquid net worth certificate to the Capital Markets Authority quarterly,
Review of the 33 1/3 shareholding rule for new licensing applicants, CMA to setting requirements
for approval of auditors of listed entities and licensees, Enhancing Investor Education,
Enhancing domestic retail investors participation in the capital markets, Promoting ESG in the
capital markets, Mandatory Listing of strategic national entities, Safeguarding Minority
Shareholders, Extension of Stamp Duty Exemption, Introduction of a Take-over panel, Providing

Transparency and Market Data Access, Increasing CDSC Depository Levy for Issuers, and

Amending the Credit Rating Regulations.

Representatives of various industry participants, organizations, development partners, and

fellow financial sector requlators participated in the round-table discussion with different

functions within the Authority being represented.



Report of the Meeting

Opening Remarks

The Capital Markets Authority Chief Executive FCPA. Wycliffe Shamiah welcomed the capital
markets stakeholders to the round-table discussion. He commended the stakeholders for
sharing their policy proposals with the Authority, and for providing their consistent and
unwavering support towards developing the industry by adopting some of the policy proposals

submitted in the previous financial year.

Mr. Shamiah also noted that the theme of this year’s forum is “Supporting Kenya‘s Economic
Transformation Via The Capital Markets”. He further underscored the need for positive
collaborative efforts from the stakeholders as it is a critical success factor in ensuring the

successful implementation of the Kenya Kwanza manifesto.
Presentation on the Past Incentives Granted to the Capital Markets

Mr. Jairus Muaka, Senior Manager, Policy, and Regulatory Framework at Capital Markets
Authority (CMA), made a presentation on the existing Capital Markets policy proposals, 2024-
2025 as well as ongoing proposals. He also highlighted the need for the consultation process as

it allows for better stakeholder engagement, which ultimately improves the uptake of capital

market products.
Overview of Round Table Discussion Issues

Mr. Jairus Muaka also presented an overview of the issues lined up for discussion. The session
aimed at giving the stakeholders an opportunity to seek clarification on the policy issues before

they could embark on discussing the industry stakeholder recommendations on the policy

issues.

Roundtable Discussions
Mr. Breitner Nyantika led the stakeholder engagement session on the policy issues for

discussion to elicit feedback and agree on appropriate. The discussions were divided into five



groups each with representation from various industry participants, organizations,

development partners, and fellow financial sector regulators.

The key observations and recommendations by the stakeholders were as detailed below;



Industry Feedback and Recommendations

Industry Feedback and Recommendations

|
Policy Issue Issue for Discussion Question Feedback & Recommendations i
| Exemption of | Regulation 15(4) of The Capital | 1.Should the | Recommendations '
Derivatives | Markets (Derivatives Markets) | (Derivatives  Markets) ;
Exchange in the Regulations, 2015 require that the | Regulations 2015 be | Amend Section 15(4) of the (Derivatives Markets) |
submission of | Derivatives Exchange engage the | amended to provide for Requlati ; de dited el i
audited liquid net | services of an external auditor to | unaudited quarterly egulations 2035 to provide Tor unaudited quarterly
- worth  certificate | independently ascertain their liquid | submission of liquid net | submission of liquid net worth report as follows.
to the Capital | net worth quarterly. The services of | worth report?

Markets Authority
quarterly

external auditors are costly and since
other licensees’ report quarterly
without the need of hiring an external
auditor this requirement is deemed
too discriminative.

“(4) A derivatives exchange shall submit to the Authority a

liquid net worth certificate on a quarterly basis within thirty

days after the end of every quarter”.

Review of the 33

' 2/3  shareholding
'rule for  new
 licensing

| applicants

| that an

Amend the Capital Markets Act Cap
485 Section 29.(4)  that  requires
individual or a corporate
person shall not, in relation to a
company—

(a) control or be beneficially

| entitled, directly or indirectly, to more
' than thirty-three and a third percent of

the issued share capital or voting

' rights in a company. A number of

1.Should the Capital
Markets Act Cap 485
Section 29. (4) be
amended by allowing
shareholders to own up
to 100% of the share
capital when applying
for alicense?

Recommendations

Deletion of Section 29. (4)(a) of the Capital Markets Act Cap
485 to remove shareholder limits.




license applicants have complained
that this provision is intrusive and

restrictive to the ease of doing
business.

The CMA to set

To enhance investor confidence in the

1.Should the Authority

Recommendations

{

requirements for  market it is recommended that the | set requirements for
approval of | Authority approve a pool of auditors | approval of auditors of | There is need for CMA to set to a criterion for all auditors of |
~auditors of listed | from which issuers can choose from | listed  entities  and | listed entities and licensees rather than approve them.
entities and | given the historical issues with | licensees?
licensees. auditors with ethical concerns.
| Enhanced Investor | © There is need to explore ways | 1.What are the | Recommendations
Education in which the capital markets industry | innovative ways the

' can enhance investor education and

product awareness.

| o It has been established that

capital markets products tend to be
complex even for those who have
knowledge of financial matters. The

| complexity has made it hard for
| inexperienced investors to consider

investing in capital market.

industry can explore in
enhancing investor
education to support
capital markets product
uptake?

2.What
should the
undertake to enhance
literacy on  capital
markets products?

initiatives

industry |

There is need for;

°

Demystify its image as a regulator.
Work with established companies to disseminate
information to the public.

Giving a clear distinction between regulated and non-

regulated entities

Decentralization of information

Education on judicial system to ease the process of
solving cases.

Dealing with rogue players in the market
Branding

Education on investor compensation fund
Resolving the issue on complexity of products
Educating investors in terms of returns
Accessibility for persons with disabilities
Determining how trading will be revived.

S




° Building on the right content for marketing
materials.

e Leveraging on strategic partnerships

e Reviving the initiative of exhibition days for market
players

' Enhancing
' domestic
investors
participationin the
' capital markets

retail |

' There is need to enhance domestic
retail investors participation in the
capital markets

1.What strategies and
initiatives can be put in
place  to  enhance
domestic retail investor
participation in the
capital markets?

Recommendations

There is need for;

e Prior introduction of a product in the market before |

uptake
e Cascading investor information downwards
e Giving feedback to CBK on the need to ease the use

2.What preferential of Dhow(CSD.

incentives should be

given to domestic

institutional investors to

enhance their

participation in  the

domestic capital j
| markets? |
}Promoting ESG in | There is need to explore ways of | Describe the products, | Recommendations

the
| markets

capital

enhancing  the
| response to

| considerations.

markets
ESG

capital
adopting

services  that  the
industry should
innovate as a way of
promoting ESG
adoption in the capital
markets?

There is need to;
o Practicalize ESG in personal level
o Develop the carbon market regulatory framework.
e Partner with developed exchanges

o Develop unbiased and dynamic rating tools for ESG.
e Enforcing penalties on ESG defaulters
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The exemption for instruments to
which paragraph (1)(b) applies shall
only have effect in respect of
instruments executed before the 31st
of December 2022.

Introduction of a
Take-over panel

Takeover panel or committees are
independent bodies established by
securities regulators whose functions
are to implement the take-over

regulations whilst addressing other

incidental matters to which the
takeover regulations(code) applies.
The constitution, responsibilities, and
mandate of the takeover panel should
be sufficiently clear to ensure takeover
related disputes are timely and
comprehensively handled and
resolved.

1.Should the Capital
Markets  (Take-Overs
and Mergers)
Regulations be

amended to introduce a
Takeover Panel?

Recommendations

e Need to have an expert to advise the take-over
committee rather than introduce an independent

take-over panel.

Market Data
| Access

i Transparency and
|

There is a need to make policies that
provide widespread information for all
market players to address discussions
and regulatory scrutiny triggered by
worries about the transparency of

1.What policies should
be put in place to
enhance transparency
and market data access
in the capital markets?

Recommendations

There is need to;
e Reduce transaction cost.

e Allow mass access to historical data.

- market. o Make primary data freely available. |
L | e Have symmetry in information. ;
| CDSC  Depository ' The  Central Depositories  Act | 1.Should the Authority | Recommendations

- Levy for Issuers

| |

- empowers the CDSC to charge such

amend the Central




AjoAi3eioqe)|od
JJOM ued pue PIPJUOd jou op bunes upasn |eqold
puB d11saWop 3duls aduaLIadxs pue Aldeded |ea1uydal di41dads
eAUD)| 21R43SUOWIP 01 S,\yD 104 uswalinbal e 1oy apinoid
0} papuawe aq suoie|nbay buney 1ipaid 10) pasu ou st aiay |

SUOI1BPU3ILLIOIDY

¢2duaadxa
pue Aypeded
[eatuyasl d14103ds
eAusy| s1esISUOWSP 03
S,V¥D 404 1uawalinbat e
o} apinoid 03 papuawe
9q suonenbay bHuijey
Ipaid 8yl pjnoyst

"sousliadxe pue Aoeded
[ea1uyda] J1y1dads eAua)| siesISUOWIP
0} eAusy ul sbunes ino bBuihiied
ssnnua buiyes 3patd 1oy pasu si aiayy

Buney 1pasd

‘siealse ul Alsnenb ajgeded wnuue
J2d 000'000'5°ysy Jo WNWIXew B pue 000'05°ysy

10 wnuwiuiw e o1 uum.EDm 121Uno0d U0 uQjldesuel]

1ad 00°0ST "ysy =g 01 sianss| ioj AA3| Aloysodag e

‘SMO||0} Se papuswe 3q

7002 's3|ny (ssuoisoda [e11ud) jo uonenbay) sauolisodaq

| [B13USD 3y JO IINPIYIS PUOIIS 31 PUBWIE 0} P3U S 343y |

Zuolfjiw 5 03 uojjiw
T G3) WOl sI1aNss|
10y Ana Asoyisodag ayy
uo ded> ayr buiseasul
Aqg 1y ssuousodsq

"UOI||IW S 03 UOI|IW T S wioif AnsT 7
Asoysodag sy jo ded ayy ui asesidul |
ue sasodoud H5Q@D ayy o Adjigeuieisns 7
[edUBUY 3yl Bunsus O] “AjoyINy |

ay3 Aq panoidde |
se saijjeuad pue sa31A9] Alolsodap _
pue uomdesues} NS Ard| pue sady |




AE

Ain

8. am -.oo a '

[e]
0N T e
CAPITAIL

MARKETS AUTHORITY

Presnstag tve Integsrty ond Geoeth of the Castal Markets

ROUND TABLE DISCUSSIONS ON POLICY PROPOSALS 2024-25 ON

28September 2023

VENUE: KENYATTA INTERNATIONAL CONVENTION CENTRE

Arrival and

9.00 am —9.10 am

Welcome Remarks

FCPA. Wyckliffe Shamiah, Chief
Executive Officer, CMA

g.10am —9.35am

109.45am -11.30

Overview of Round Table Discussion Issues

Round Table Discussions

Mr. Jairus Muaka, Senior
Manager, Policy and Requlatory
Framework

Chairpersons
Group 1
Group 2
Group 3
Group 4

11.30 am—12.30 pm

Group Presentations & Plenary

Secretaries
Group 1
Group 2
Group 3
Group 4

12.30 PM — 12:40pM

Way Forward

Ms. Josephine Kang'ong'a,
Policy and Regulatory
Framework

12.40 pPM —12:45 Non

Vote of Thanks

Ms. Elizabeth Wairimu, Policynr
and Regulatory Framework

~ Endof Session-LunchBreak =

fackiifiat, BiEh e MR o e Sl b,
g .74;5,2;.';, "‘w!_'i'?':z ar N :J;,AJ;J “:”,}?',%.

MC: Mr. Breitner Nyantika, Policy and Regqulatory Framework Department
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Group | Issue for Discussion

Questions Members 4
i T Exemption of Derivatives Exchange in the submission of audited 1. Should the (Derivatives | Standard Investment Bank- |
! liquid net worth certificate to the Capital Markets Authority Markets) Regulations | Chairing
' quarterly 2015 be amended to | Nairobi Securities Exchange
; ' Notes provide for unaudited | Insurance Regulatory Authority
5 | Regulation 15(4) of The Capital Markets (Derivatives Markets) quarterly  submission of | Deloitte

| Regulations, 2015 require that the Derivatives Exchange engage the
| services of an external auditor to independently ascertain their
| liquid net worth quarterly. The services of external auditors are
' costly and since other licensees’ report quarterly without the need

discriminative.

- of hiring an external auditor this requirement is deemed too |

liquid net worth report?

Review of the 33 1/3 shareholding rule for new licensing
applicants

| Notes

- Amend the Capital Markets Act Cap 485 Section 29.(4)  that

; requires that anindividual or a corporate person shall not, in relation
to a company—

(@)

| controlor be beneficially entitled, directly orindirectly, to more than

| thirty-three and a third percent of the issued share capital or voting
rights in a company. A number of license applicants have

|
; complained that this provisionisintrusive and restrictive to the ease
| of doing business.

1. Should the  Capital |
Markets Act Cap 485
Section 29.(4) be
amended by allowing

shareholders to own up to |
100% of the share capital ,
when applying for a|
license? |

Institute of Certified Secretaries
Kenya Deposit Insurance
Corporation

Central Bank of Kenya

Faida Investment Bank

Star Capital Management Limited

CMA-Secretariat

' The CMA to set requirements for approval of auditors of listed
| entities and licensees

] Notes
1

1. Should the Authority set
requirements for approval
of auditors of listed
entities and licensees?




- To enhance investor confidence in the market it is recommended
 thatthe Authority approve a pool of auditors from which issuers can

| choose from given the historical issues with auditors with ethical

| concerns.

|
l

' Enhanced Investor Education

There is need to explore ways in which the capital markets
industry can enhance investor education and product
awareness.

it has been established that capital markets products tend to
be complex even for those who have knowledge of financial
matters. The complexity has made it hard for inexperienced
investors to consider investing in capital market.

What are the innovative ways
the industry can explore in
enhancing investor education
to support capital markets
product uptake?

What initiatives should the
industry undertake to
enhance literacy on capital
markets products?

VEnhancing domestic retail investors participation in the capital

markets

1.What  strategies  and
initiatives can be put in place
to enhance domestic retail
investor participation in the
capital markets?

2.What preferential
incentives should be given to
domestic institutional

investors to enhance their |
participation in the domestic |

capital markets?

Exinity- Chairing

Standard Investment Bank
Nairobi Securities Exchange
Suntra Investments Limited
AKN Investments Limited
Sanlaam Investment Bank
TransCentury Group

Faida Investment Bank
Exinity

Equity Group Holdings Plc
The Sacco Societies Regulatory
Authority (SASRA

CMA-Secretariat

R E—

1
i
|

| Notes

Promoting ESG in the capital markets

1.Describe  the  products,
services that the industry
should innovate as a way of

Lofty Carbon-Chairing
Nairobi Securities Exchange
Sameer Africa Plc
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. Introduction of a Take-over panel
i
|

1. Should  the  Capital
Markets (Take-Overs and

' Note: Mergers) Regulations be
' Takeover panel or committees are independent bodies established amended to introduce a
1 by securities regulators whose functions are to implement the take- Takeover Panel?
| over regulations whilst addressing other incidental matters to which
- the takeover regulations(code) applies.
iThe constitution, responsibilities, and mandate of the takeover
vpanel should be sufficiently clear to ensure takeover related
} disputes are timely and comprehensively handled and resolved.

Transparency and Market Data Access 1. What policies should be
lNotes put in place to enhance
i There is a need to make policies that provide widespread transparency and market
information for all market players to address discussions and data access in the capital
| regulatory scrutiny triggered by worries about the transparency of markets?

market.

CDSC Depository Levy for issuers 1. Should the Authority

|

amend the Central

TransCentury Group-Chairing

Metropol Corporation
Limuru Tea Plc

GenAfrica Asset Managers Limited

TransCentury Group

I&M Bank

Etica Capital

Equity Group Holdings Plc
Central Bank of Kenya
Genghis Capital

Central Depository and Settlement

Corporation

|
|
|
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EXPLANATORY MEMORANDUM ON THE CAPITAL MARKETS (DERIVATIVES
MARKET) (AMENDMENT)REGULATIONS 2025

LEGAL NOTICE NO. 37 OF 2025
CAZETTE NO. VOL.CXXVII- Ne. 66

PART I

Statutory Instrument : Capital Markets (Derivatives Markets) (Amendment)
Regulations 2025,

Parent Act : Capital Markets Act, Cap 485A Laws of Kenya.
Enacted Pursuant to : Section 12 (1) of the Capital Markets Act.
Name of Ministry : The National Treasury and Economic Planning.
Gazetted on : 4™ April 2025

Purpose of Statutory Instrument
The Regulations seek to amend the Capital Markets (Derivatives Markets) Regulations, 2015 to

ease the cost of doing business of a derivatives exchange by removing the requirement to submit

an audited liquid net worth certificate quarterly.

The services of external auditors are costly and since other licensee’s report quarterly without the
need of hiring an external auditor this requirement is deemed too discriminative and onerous on
the Derivatives Exchange. While the objective of the requirement was to have the exchange review
its liquidity position quarterly and report to the Authority, the requirement for an audited certificate

is indeed an onerous on the exchange. The derivatives exchange will be submitting unaudited

reports quarterly and a final audited report annually.

Legislative Context
The Capital Markets (Derivatives Markets) (Amendment) Regulations 2025 are made pursuant to

Section 12 (1) of the Capital Markets Act Cap 465A Laws of Kenya.-This scctlon cmpow01s the

“1:[0 the opcmhons of"

Cabinet Secretary to formulate such rules and lLOLlldtl()HS as may be 1equu

l 1

any other bodies corporate or persons dealing wdh capitat.mar kut mstlumcnls

FATN 07y



3. Consultation
The proposal to amend was submitted by a stakeholder following a call for proposals by the
Authority on 14th August, 2023. Thereafter, the Authority held a Roundtable meeting with
stakeholders on 28th September, 2023 in which this proposal was discussed and approved by
stakeholders to progress. The purpose of the roundtable meeting was to provide a platform for
strategic dialogue with capital market players, market participants, strategic partners and policy
makers to discuss the necessary policy, legal, institutional, and legislative reforms to be undertaken
to deepen the market.
The report of the stakeholder engagement is attached hereto.

4. Impact

4.1 Impact on Fundamental Rights and Freedoms

The regulation neither has a direct impact nor negatively affects the fundamental rights and

freedoms under the Constitution.

4.2 Impact on the Private Sector

The Regulations have a positive impact on the private sector as it seeks to reduce the cost of doing

business.

4.3 Impact on the Public Sector

The Regulations will enhance Kenya’s capital markets attractiveness since the amendments seek

to reduce the cost of doing business.

5. Monitoring and review

Monitoring and review will be undertaken by the Directorate of Market Operations which monitors
compliance with existing laws under the Market Supervision department and investigation and
enforcement processes for non-compliance, through the Investigation and Enforcement

department.

0. Contact

o



The Chief Executive Officer

Capital Markets Authority

Embankment Plaza, 3rd Floor, Longonot Road, Upperhill
P.O. Box 74800-00200

NAIROBI

Tel: +254-20-2264900,2221910,2226225

Website: www.cma.or.ke
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