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I
CHAIRPERSON'S FOREWORD

This report contains the proceeclings of' the Departnrental Comrnittee on Iiinance and National
Planninp; on its consideration o1'the Central Bank of Kenya (Amendment) Bill (National Assembly Bill
No. lo of zo"2 t) which was published on 6tl' April 2021.

The tlill went through the first Ileading on 1ltl' May 2o2l and was thereafter committed to the
Departmental Committee on l"inance ancl National Planning for review and report to the Ilouse
pursuant to Standing Order 127.

The Bill has ser.en (z) clauses and seeks to amend the Central Bank of Kenya Act to provide for
licensing of digital credit service providers who are not regulated under any other law. Currently,
there is no legal framervorh governing digital borrorving platfbrms. As such, the Central Bank o1'

Kenya rvill be obligated to ensure that there is a fhir and norr-discriminatory nrarketplace fbr access to
credit.

Follorving placement of'advelts in the print media on 2l't May 2O2l requesting fbr contments on the
Bill fiom the public and relevant stakeholders pursuant to Article ll8(lXb) of'the Constitr"rtion and
Standing Order t2i(3), the Committee received eleven (tt) written memoranda lrom stakeholders.
The Conrmittee discussed the Ilill rvith stakeholders on Monday, 12tl'and'fuesday, lStl' Ju/ry 2o2l at
Emara Ole Sereni Hotel in Nairobi r,vhere ten (to) stakeholders attended the nreeting.

The stakeholders were in support of regulation of the digital lending industry (DLI). Most
stakeholders proposed that the timeliner within rvhich digital lenders should comply with the law after
enactment should be increased (i'onr six to nine months. Some stakeholders proposed that CBK should
only register digital lenders as opposed to licensing thenr as provided in the Bill. Most stakeholders
were opposed to the proposal to grant CBK powers to subject digital lenders to prudential type of
regulation and to set the capital requirements because digital lenders are not deposit taking
institutions and therefbre do not pause any risk to depositor"s firnds as rvould other traditional banking
and microfinance institutions. -l'he stakeholders' comnrents on the Bill are contained in Part III of the
Report. All the stakeholders' conrrnents were consiclered in deternrining the Conrmittee's proposed
amendments.

While considering the Ilill, the Conrmittee noted that there is need fbr the three regulators namely;
Central llank of' Kenya, Clommunication Authority o1' Kenya and Ollice of the Data Protection
Commissioner to work closely to ensure that borrorvers' data is protected. Further, the Committee
obsen'ed that timelines rvithin 

"vhich 
CBK is supposed to issue a license after a request is lodged by a

digital lender had not been plovided for in the Bill. Details of the Committee's proposed amendments
are contained in Part VI of the Report.

On behalf of'the Departmental Comnrittee on Finance and National Planning and pursuant to the
provisions of Standing Order 199(6), it is my pleasant privilege and honour to present to this House
the Report of the Comnrittee on its consideration of' the Central Bank of' Kenya (Anrendment) I3ill,
2o21. The Committee is gratefirl to the Oflices of the Speaker and Clerk of the National Assembly for
the logistical and technical support accorded to it drrring its sittings. 'fhe Committee further wishes to
thank all the stakeholders who participated in the consideration ol the Bill. lrinally, I r,vish to express
my appreciation to the Honorable Members of the Clonrmittee and the Comntittee Secretariat who
played a significant role towards scrutiny of the Bill and prodtrction of this I'eport.
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It is my pleasure to report that the Cornmittee has considered the Central Bank of Kenya (Amendment)
Bill (National Assembly Btll l,lo. to of zozt)and have the honour to report back to the House with
recommendation that the Bill be approved with anrendments.

Hon. Gladys Wanga, CBS, MP
Chairnerson. Denartmental Committee on Finance and National Plannins
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PART ONE

I PREFACE

I.I ESTABLISHMENT OF THE COMMITTEE

t. The Departmental Comrnittee on I.'inance & National Planning is one of the fifteen Departmental
Committees of the National Assernbly established under Standing Order 216 whose mandates

prrrsuant to the Standing C)rder 2rG (5) are as tbllor,vs,

zu

ia

al.

all.
aiii.

a

To inaestigute, inquire into, urtd report on all matters relatirLg to tlrc mandate, management,

actiuities, aclministration, operatiorts und estimates oJ'the assigtrcd ministries and departments;

To study tlrc prograrnme and poliqt objectiaes of ll[ntutries and departments and tlu ffictiaeness
of t he i r imp lemen ta tbn;
To study and review all the legislation referred to it;
To studjt, access and analyze the relatiue success of the Nlirtistries and depurhnents as meavn'ed

by the renits obtairrcd a.s compared ztith tlrcir stated objectiaes;

To inaestigate artd irLquire htto all matters relating to the assigned Ministries and departments

as thqt may deem necessaty, and us may be referred to tlrcm by the Hottse;

To aet and report on all appointments where the Constittttion or any law requires the National
Assembllt to approae, etcept tlnse under Standing Order No. 2o'1 (Committee on appointments);
'fo etatnine treaties, agreements dncl conuetLtirnts;

To make reports and recornnmtdatiorts to the l-Iottse ds ofitrn as possible, inchtding
r ecornrnenda tio n of p r opo s e d legi s la t io r t;

To consider reports of Comrnissions and Independent Offtces submitted to the House pursuant to

the prouisions of Article z5+ of the Constitution; and
To eramine arry Eustiorts raised by Members on a matter zaithin its mandate.

IT

T

r.2 COMMITTEE'S SUBJECTS

2. In accordance with the Second Schedule of the Standing Orders, the Comnrittee is mandated to
consider, public finernce, monetary policies, public debt, llnancial institutions (excluding those in
securities exchange), inr,'estment and divestiture policies, plicing policies, banking, insttrance,
population revenue policies including taxation and national planning and development.

3. In executing its mandate, the Committee oversights the fbllolving government Ministries and

departments:
i. National Treasury and Planning
ii. State Department lbr Devoltrtion
iii. Commission on Reventre Allocation
ir.'. Oflice of the Controller of Btrclget
\'. Salaries and Retnttneration Conrmission

Report ofthe Departmental Contmittee on Finance and National Planning on the consideration ofthe Central Bank ol'Ken-va
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I.3 COMMITTEE MEMBERSHIP

+. The Depar-tmental Crxrmittee on Iiinance and National I)lanning was re-constitLrtecl by the I Ior,rse

in July, 2o2o and comprises of'the fbllowing Menrbers:-

Chairperson
I Ion. Gladys Wanga, CBS, MP

Honrabay County
ODM Party

Vice-Chairperson
Hon. Isaac W. Ndirangu, MP

Roysarlbrr Constituency
Jubilee Party

Hon. Jin-rmy O. Angwenyi, MGH, MP
Kitutu Chache North Constituency
Jubilee Partv

-

ODM Part-v

Hon. Christopher Omulele, CIIS, MP
Luanda Constituency
ODM Partv+

Ilon. Joshua Kandie, MP
Baringo Cerrtral Coustittrency
MCC Partv

-Hon. Shakeel Shabbir Ahmed, CIIS, MI'
Kisumu East Constitrrency
Inderrendent Member

IIon. Stanley Muthanra, MP
Lamu West Constituency
MCC Partv

Hon. Daniel Nanok, MP
Turkana West Constituency
Jubilee Partv+

IIon. Edith Nyenze, MP
Kittri West Constittrency
\MDM-K

Hon. (Dr.)Christine C)mbaka, MI'
Siaya County
ODM Partv+

IIon. Catherine Warlrguru, MP
I-aikipia Cotrnty
Jubilee Party

Hon. Andrew Okuome, MP
Karachuonyo Constituency
ODM Partv+

IIon.Janres Gichuhi Mrvangi, MP
Tetu Constituency
Jubilee Partv+

Hon. David Mboni, MP
KitLri Rural Constitr"rency
CCU Partv

IJon. (Pro1.)Mohanrud Muhamed, MP
Waj ir South C)onstituency
Jubilee Party

FIon. Francis K. Kimani. MP
Molo Constituency
Jubilee Partv

-

I-Ion. Peter Lochakapong, MP
Sigor Constittrency
Jubilee Partv+

Hon. Joseph Oyula, MP
Butula Constituency

Hon. Qalicha Guftr Wario, MI'
Moyale Constittrency
Jubilee Party
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r.4 COMMITTEE SECRETARIAT
5. The Committee is facilitated by the following officers:-

Ms. Leah W. Mwaura
Senior Clerk Assistant/Head of Secretariat

Ms. Jennifer Ndeto
Principal Legal Counsel t

Mr. Josephat Motonu
Senior Fiscal Analyst

Mr. John Njoro
Serjeant-At-Arms

Mr. Vitalis Augo
Office Assistant

Ms. Laureen O. Wesonga
Clerk Assistant II

Mr. Chelang'a Maiyo
Research Officer II

Ms. Christine Maeri
Audio Ofiicer
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PART TWO

2 OVERVIEW OF THE CENTRAL BANK OF KENYA (AMENDMENT) BILL (NATIONAL
ASSEMBLY BILL NO. to OF eoel)

S.T INTRODUCTION

6. Digital credit in Kenya has beconre a tool fbr granting formal credit fbr hotrseholds and small

businesses to nranage their day-to-day expenses as rvell as manage weekly transactions. 'fhis

has improved tinancial inclusion for Kenyans. Even with the growing numlrcr of digital credit
providers it has beconle necessary fbr regulation of this indrrstry cltte to the grorving number of
concerns har.e been raised regarding rising hotrseholcl clel>t levels and defhults and the isstre of'

prir,'ate data mistrse.

i. -fhe penetration of mobile nroney in Kenya has also led to the rvidespread use of'digital credit
as a resrilt nerv linancial technology companies popularll' referred to as fintechs entering the

market. The grorvth in digital cledit access has also seen traditional brick-and-mortar banks

launch specific products that are targeted to be oflbred on digital applications.

8. Due to the myriad challenges paused by the unregulated digital credit prodtrcts, it has becom

necessary to develop a sotrnd regtrlatory fi'amework that rvill ensrrre that the service providers
are licensed by the Central Ilank ot' Kenyzr through the introdttction of'the Central Bank of
Kenya (Amendnrent) Ilill, 2o2t.

9. 'fhe principle object of the Ilill is to amend the Central Bank of Kenya Act to provide for
licensing of digital credit service providers who are not regulated under any other law.

lo. Currently, there is no legal ti'anrework governing digital borrorving plat{brnrs. As strch, the

Central Bank of Kenya will have an obligation of ensttring that there is a fair and non-
discriminatory marketplace fbr access to credit.

2.2 ANALYSIS OF THE BILL

'fhe Bill proposes the lbllowittg anretrdtrtents:-

I l. Clauses t of'the Bill provides fbr the short title.

12. Clauses Z of the Bill provides fbr definition of the terms used in the Bill incltrding "digitalchannel ,

" digital credit' , " digitat credit bruhrcss" , " digital credit proaider'' ancl " specified digital credit proaitler' .

t3. Clause g of the Bill gives CBK porvers to license and supervise digital credit providers that are not
regulated under any other written law.

t*. Clause + of the Bill provides fbr the porvers of C-'entral Bank ol Kenya to make regttlations on

among other issues such as licensing of digital credit pror.'iders, supervision of' digital credit
providers and suspen.sion and rel'ocation of licences.

15. Clause E of the Bill provides that every digital credit provider Central Bank of Kenya shall furnish
to the Bank, at such time and in such manner as the Bank nray prescribe, any infbrntation and data

Report of the Departnental Comntittee on Finance and National Platning on the consideratiott ol'the Central llank ol'Keryva
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the Bank may reasonably require for the propel discharge of its functions under the CBK Act. This
provision is part of function on information and data gathering for proper supervision of digital
lenders.

16. Clause o of the Bill provides for the making of Regulations to operationalize the Act particularly
on matters relating to the registration requirements for digital credit businesses, management
requirements for digital credit providers, credit information sharing, and reporting requirements
for digital credit providers.

17. Clause 7 is a transitional clause whereby Regulations required to operationalizing the Act shall be

made within three months and that those business that are currently providing credit facilities or
loan services through a digital channel and are not regulated under any other law will be required
to register with Central Bank of Kenya within six months of coming into force of this Act.

Report ofthe Departmental Committee on Finance and National Planning on the consideration ofthe Central Bank ofKenya
(Amendment) Bill (National Assembly Bill No. to of goet)
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PART THREE

3 PUBLIC PARTICIPATION/STAKEHOLDERS CONSULTATION

ts. Following the call fbr menroranda fi'orn the public through the placement of'adverts in the print
media on zl.tMay 2o2l and vicle a Ietter Itlil": NA/DDC/I'-&NP/zo"zt/2a dated 6tl'.luly 2o2l
inviting stakeholclers lirr a nreeting, the Committee receir,'ed memoranda fi'onr the following
stakeholders:-

I

ii
iii
iv

vi
r,'i i

viii
ix
x

xi
xii

Ofllce of the l)ata Protection C-'omnrissioner
Communications Authority of Kenya
Institute of'Certifled Public Accountants of Kenya (ICPAK)
Digital Lenders Association o1'Kenya (DLAK)
The Kueq Linrited
Safhricorn PLC
PricewaterhotrseCoopers Lirnited
Lawyers I Itrb
ECM Consulting Group LLl'}
Anjarwalla and Khanna LI-P
Alternative Circle Linrited/Okolea/ CM Advocates LLP
Central Bank of Kenya (CBK)

The stakeholdels submitted as fblltxvs:-

3.T OFFICE OF THE DATA PROTECTION COMMISSIONER

The Data Commissioner, Mrs. Inrmaculate Kassait appearecl betbre the Committee on Monday, l2tl'
July 2021 and subnritted as fbllorvs, THAT-

t9. Clause z of'tl.re Bill be amended by defining the rvord "the bank" under definition o1'the tern"digital
channel'and delinition of'the ternr "digitalcreditproaidef'.'flis is because use of'the u,ord "thebunli'

rrnder definition of'the term"digitulchannel'creates confirsion. It is not clear whether it's refbrring
to CBK.

Committee's Observation
The proposal was rejected because the Central Bank of Kenya Act defines "The Bank" as

Central Bank of Kenya.

20. Clause s(d) (a) insinuates double regulation as it is not clear which law the digital nroney lender

should abide by. 'l'he Bill shorrld be the overarching and the only law on licensing and conduct ol
digital lending where other laws exist, they should I>e harr-nonized to avoid double regulation and

confirsion to users of'the Bill.

Committee's Observation
The Committee observed that the clause seeks to make it clear that some of the functions,
amongst other functions of the Central Bank of Kenya, is to regulate unregulated digital
credit service providers that is amongst other functions as provided by the CBK Act. The

Report of the Departmental Comntittee on |-inance and National Plaruting on the consideratiott of thc Central Bank of Kettya
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clause is intended to bring the unregulated digital credit facilities under the ambit of the

CBK.

21. The matters listed under clause 33R and sub-clauses o(s) (a) to (j) are substantive in nature and

cannot be provided for under regulations. A fiamework should be provided under the text of the

Bill and the specific matters may be provided for under regtrlations. This is to avoid future

amendment of the law vide regulations.

Committee's Observation
The Committee noted some aspects needed to be reviewed so that there is clarity on the

aspects that the CBK can make regulations to regulate service providers while at the same

not stifling innovation.

22. Sub-clause 6(3) (f) should be deleted. Provision should be made that development of regulations

under sub-clause 6(9) (1) relating to credit in(brmation sharing shall be developed in consultation

with the Data Commissioner. The Ofiice of the Data Commissioner has the mandate under the Act

to make regulations and sector guidelines. This provision therefore creates a dLrplication and

conflict with the Data Protection Act, 2019.

Committee's Observation
The Committee rejected the proposal for the deletion of Sub-clause 6(3) (0 but instead

enhanced the provision to ensure CBK makes regulation relating to data privacy in
consultation with the Data Commissioner.

%.The Bill does not cross refbrence the Data Protection Act,2o19. As such an amendment should be

made to require compliance with the Data Protection Act, 20l9 prior to licensing especially since

money lending institutions handle a lot of sensitive data of, the data subjects and other third
parties. This is to protect the rights of a data strb.iect and others.

2+.The ease of doing business and technological innovation should be safbguarded while balancing the

right to privacy under Article 31 of the Constitrrtion as read together with the Data Protection Act.

The Bill should be amended to balance the ease of doing business, technological innovation and the

right to privacy. This is to ensure that businesses thrive and personal data is protected at the same

time.

Committee's Observation
On paragraph as and q+ above, the Committee noted that the issue of data protection is

very important in digital lending and therefore adopted their proposal. The Committee
proposed an amendment to among other requirements for licensing, the digital credit
providers will also be required to provide a certificate of compliance with the Data
Protection Act. The proposal was therefore adopted.

Report ofthe Departmental Committee on Finance and National Planning on the consideration ofthe Central Bank ofKenya
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3.2 COMMUNICATIONS AUTHORITY OF KENYA
'fhe Ag. Director General of the Clornnrtrnications Authority of'Kenya a1;peared befbre the Clottrtnittee
Monday, l2tl'.luly 2o2l antl nrade her presentation on the Bills. She proposed THAT 

-

25. sr"rb-clause 3(da) be anrended by deleting the words "any otlter u,ritten ldut' tbr clarity as the same
could be interpreted to the detriment of the proposed amendment. 'l'here exists various lar,vs and
fi'ameworks undel which businesses ale regrrlated and operated. A digital credit business can be

regLrlated by various agencies and still I>e reqrrired to cornply with the proposed amendnrents. 'fhe
section should therefbre be anrended fbr clarity.

Committee's Observation
The proposal was rejected by the Committee because some digital lenders are already
regulated under other laws like the Insurance Act, Cap. 481 and the Capital Markets Act,
Cap. a85A.

26. Regulation of'cligital lending should be anrended to reflect regulation of digital credit service
providers. The prescribed period rvithin ',vhich to nrake regulations should be lenroved. 'fhis is fbr
clarity and consistency in text ancl spirit and to allor,v adequate time to develop regulations.

Committee's Observation
The Committee agreed to allow digital credit providers more time to register with the CBK.

3.3 INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS OF KENYA (ICPAK)
'fhe Institute of Certified Accountants of Kenya appeared befbre the Conrmittee meeting on Monday,
l2tr'Jrrly 2o21.'fhe Institute was represented by the Chief Executive Oflicer, CIPA Edwin Makori
alongside other oflicers and subnritted as fbllows, THAT-
27. The Bill attempts to introdtrce direct regulation of the digital financial sector in Kenya and also

expand the CBK regulatory .iurisdiction over non-digital linancial products and services. This
therefbre gives the CBK porver to regulate and supen'ise the conduct of providers of' digital
financial products and services; digital credit service providers; providers of'financial products and
the conduct offinancial services.

28. The financial sector has experienced evolution and enrergence of diflbrent players that have been
regtrlated under the existing fi'anrew'orhs strch as the Capital Markets Act, Chapter 485A of'the
laws of Kenya and the Insurance Act, Chapter +87 of'the larvs of Kenya. The Ilill therefbre intenr
to make the Centlal Ilank of Kenya a super regulator which mirrors the new industry-wide
prtrdential regulator.

29. The evolution and grorvth of innor.'ation particularly fintech products and set'r,'ices in the market
has brought valid regulatory concerns that need to be addressed. Horvever, caution nrust be taken

to establish clear and targetecl regtrlat<lry interventions that rvill address the consumer protection
and ptrblic interest needs u,hilst rnaintaining a conducive environntent fbr innovation and market

grorvth.

5o. The unregulated flnancial sector requires some legislative supen'ision to ensure they operate

within the ambit o1'clearly defined stmctures ancl guidelines. According to FSD, digital loans

Report oI'the Departnental Conntittce on Finance and National Plauting on the considcratiort ol'the Central llank ofKenva
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accorrnted tor S+o/u of'the market yearly loans making consumer protection integral in regLrlation.

In the study, it was fbund that several borrowers did not adequately trnderstand the costs of
borrowing which other than the interest, include; service fbes, rollover fbes and excise duty. The

monthly interest rates charged by these platfbrms are extremely high since when annr"ralized they

come to a rate of or,'er l5o% which is well over what cornmercial banks currently ofibr'. This is

exploitative to the consurners who may not otherwise be able to access more fbrmal lines of credit
from commercial banks or other financial instittrtions.

.91. The refbrm is therefble timely to the extent that it establishes a framework through rvhich the

unregulated FSD will be brought under regulation. 'fhe legal fianrework to be established to

lfovern digital financial services in Kenya requires a rnultilhceted approach that brings on board the

diflerent players in the sector, each with specific regulatory role assigned to execute. This will
avoid overlap of regtrlations and laws with other regulated financial services.

32. 'fhis means that other regulators ntust be blought on board to take care ol the three interrelated

aspects of digital Iinancial senn'ices, communication, banking, and lending. They include

Communications Atrthority of Kenya, Credit Relbrence Bureau, Data Protection Act, Conrpetition

Authority of Kenya, and Central Bank of Kenya.

33. The regulation of'digital financial sern.ices and fintech firms is not a completely new phenomenon.

Drawn from practice in other jrrrisdictions, it is high time Kenya adopted the best practices that
would not only regulate digital linancial services provision br-rt also enhance innovation in the

sector to address the versatile market needs.

3*. Clause 5 should be anrended to read as fbllorvs, "License, regtilate and xtperuise digital credit prouiders

and digital credit chamzels". 'l'his is to provide clarity on the implementation of the digital lending
regulation. It rvill also bring into the realms of regulation the digital lendingchannels.

Committee's Observation
The Committee agreed to the proposal.

35. The Bill should be amended by inserting the fbllowing new paragraphs imnrediately after 33R on

suspension or revocation of licenses: "Tlrc llank shall suspend or reaoke a license on tlrc follozuirtg
grounds: (a) The Licen.see does not meet tlrc Eralfications prescribed by CI|K.for digital lending; Q) fhe
licensee gaue.false or incomplete irtfnrmation dtring the registration process; and (c) The licensee lms aiolated

the proaisions of the CBK Act on digital lending Regilation". This is in line with the best practice as

adopted by the United States in prescribing conditions under which Iicense revocation and

suspension can be executed.

Committee's Observation
The Committee agreed to the proposal

Report ofthe Departmental Committee on Finance and National Planning on the consideration ofthe Central Bank ol'Kenya
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36. -l'he Bill should be anrended by inserting the fbllorving new para[laphs immediately after (I);"The
Central Bank muy reuoke or xtsf.zrul any license isyud uuJer this Act by sending a notice to tlrc licensee. Any

such notice shall inchule: (a) A staLement of the time and nahre of the hearing; (b) / statement of the legal

authori$t and jurisdictiort ttnder u,hich hearhry is to be held; (c) A reference to the particular sectiorts of the

general stahttes, reSyiatiorts, nies or orrJer.s inaolued; (d) A short arud plain statement oJ'the matters asserted;

(e) A statement indicutirry that the licensee mtty file a writtert reErcst for a lrcaring on the matters asserted

zuithinfourteen day.; of the receipt of the noticd' . For clarity and fhirness in the application of revocation

or suspension of a license.

Committee's Observation
The Committee agreed to the proposal

37. 'fhe Bill should be anrencled by inserting the fbllowing new provision, "'I'he bank shall lruae poruer to

set the iruterest rate charged by the digital lenders" . -fhis removes the pSeneral assr.rnrption that CBK has

the power to control digital lending rates.

Committee's Observation
The Committee agreed to granting of powers to CBK to determine pricing parameters. Thi
will ensure that CBK does not necessarily set the lending rate but rather provide parameters
within which digital credit providers shall set their cost of credit.

38. Clarrse 33S (3) shoulcl be amended by to reacl as fbllorvs: "A person u'ho contraaenes llrc proaisiou of
this section commits an ofibnce and shall be liable uport conaictiort to imprisonment of a term not erceeding

ftaeyears or aJirLe not e.rceeding ten rnilLion or to both". -l'his will enhance compliance to the provisions
in the law and discotrrage the would-be violators.

Committee's Observation
The proposal was rejected because the penalty imposed ( jail term of five years and fine of
ten million) is too high. The Committee retained the penalty as proposed in the Bill.

39. The Bill should be arnended in Clause 6 by inserting the fbllorving new sub-clause inrnrediately

after (i): "Dispute resolutiort and appeal meclmnismi'. This is to provide grounds and elabora'

procedures fbr appeal of the llank's decisions and a dispLrte resolution nrechanism.

Committee's Observation
The Committee adopted their proposal and made provision for dispute resolution
mechanism.

*o. The Bill should be anrended in C--lause 7 to read as lbllows: "Any personzL,ho, before comhtg intofctrcectf

this Act zpas in the business of 'proaiding creditfacilities or loan seruices through a digital clrururcl and is not

regulated under au7, other lau', slrull register zt'ith the Bank zaitl*t three montlts of coming hto.force of this

Act' . This is to recluce the risks associated with a longer time lag befble legistration lbr regulation
with the Bank
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Committee's Observation
The Committee rejected the proposal because digital lenders will require adequate time to
comply with the law.

3.4 DIGITAL LENDERS ASSOCIATION OF KENYA (DLAK)

The Digital Lenders Associations (DLAK) appeared befbre the Committee on Monday, 12tl'Jtrly 2021.
DLAK was represented by the Chairman, Mr. Kevin Mutiso and other members o[ the association and

sLrbmitted as follows, THAT-

4t. The Association agrees that constructive regulation is necessary for the Digital Lending Industry
(DLI) br-rt any fLrture fiamework should be drawn upon global best practice.

a2. The provisions concerning the non-applicability to digital lenders on the prudential requirement.
This is because DLIs are not deposit-taking institr"rtions and therefbre the prudential requirement
are not necessary. l'his is to provide clarity on Bill application.

Committee's Observation
The Committee agreed to the proposal.

+3. The Bill should pro'n'ide fbr a legistration process instead of a license. This is because the
registration process is a common practice lbr the digital lenders regulations implemented in
specific jurisdictions like Spain, Poland and Australia. This is supported by the conclusions of the
recent comparative study on the regulation of digital lending prepared by PWC. They proposed
that the register shoLrld be managed by CBK. This approach will have less impact on the taxpayer
than a licensing regime.

Committee's Observation
The Committee rejected the proposal by DLAK that CBK should only register and not be
involved in licensing. Licensing of digital lenders is necessary in ensuring that they are
properly regulated.

*4. There is need for firll disclosure to all customers on the terms and conditions of all loans including
inlormation on the pricing of loans prior to making the application and befbre they make

conclusion of the loan agreement. The Bill does not propose any pricing caps on the digital
products.

Committee's Observation
The Committee agreed that it is necessary that the terms and conditions be fully disclosed
for purposes of consumer protection. The Committee also proposed an amendment for CBK
to make Regulations to determine parameters for pricing of digital credit

aE. The regulation should be non-prudential and there should be no capital adequacy requirements.
DLIs do not take deposits and lend off their investments, profits and capital and as such, they do

not pose a prudential risk and thus, capital adequacy requirements or prudential regulations are not
a reasonable fi'amew<lrk fbr the industry. Consumer protection type of regulations that concentrate
on lending and debt collection practices woLrld be more ideal to the sector as DLIs do not pose a

systemic risk to the market as they do not take deposits like banks or SACCOs.
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Committee's Observation
The Committee agreed to the above proposal by DLAK as the digital credit business are not
deposit taking and therefore it is not necessary for CBK to regulate on capital adequacy and
minimum liquidity requirements. Digital lenders pose no risk to public funds. The
Committee therefore deleted the provisions relating to these aspects.

a6. The current laws on anti-money laundering and measures for countering financing terrorism
regulate DLIs too. It is therefore not necessary to issue a specific regulation on that matter.
Additionally, the provision allows CBK to interfbre with the mandate of the Financial Reporting
Centre. The same applies to the Data Protection Act which already applies to all entities providing
services in Kenya regardless of their activity.

Committee's Observation
The Committee observed that there was need for CBK to make regulations to counter anti-
money laundering and terrorism financing. However, CBK will make the regulations in
consultation with relevant agencies. With regards to data privacy, CBK will make
regulations making due regard to the role of the Data Commissioner as provided for in the
Data Protection Act.

a7. The Bill should be amended to provide that DLIs will be entitled to receive reports from Credit
Refbrence Bureaus (CRBs) and to submit the reports with credit infbrmation to CRBs too. This is
because DLIs were locked out of the credit reporting ecosystem. Many Kenyans lost the credit
history reports that would enable them to obtain credit at lower risk-ad.justed rates.

Committee's Observation
The Committee agreed to the above proposal so that the digital lenders are allowed to
disclose any positive or negative information of its customers to the licensed credit
reference bureaus. The information so provided must be, only that which is necessary for
the discharge of the functions of the digital lenders and the licensed credit reference
bureaus.

48. Given the hea,"y workload and list of priorities CBK is facing and the need for thoughtful
implementation of the law subject to an open process, they proposed: Extending the CBK rule
making period to between 6 and 9 months; and extending the Iicensing application period to tz
months fr-om the enactment of the new regulations fbr DLIs. -fhis will prevent chaotic and hurried
implementation which will also prevent regulation from restricting capital access as Kenya seeks t
emerge out of the COVID-ts I'andemic.

Committee's Observation
The Committee agreed to increase the timelines for the licensing application period for the
DLIs to comply with the Regulations to be published by CBK.

3.5 THE KUEQ LIMITED

The Co- Founder of Kueq Limited, Mr. Aristarichus Weru appeared before the Committee on Monday,
t2tr'July 2o2l and sLrbmitted as f,ollows, THAT-
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49. Sub-clauses (dc) and (dd) capture nlany entities, products and services that are already oflered by
traditional banks. The traditional financial products and sen'ices have not been articulated in the
principal object or other objects of the CBK Act.

Committee's Observation

The Committee noted that the Sub-clauses (dc) and (dd) being referred to were contained in
the Central Bank Amendment Bill (National Assembly Bill No. et of 9o9o) which having
being re-published to now become the Central Bank Amendment Bill (National Assembly
Bill No. ro of 2o2l) did not have the aforementioned clauses.

The Committee however, observed that the products offered by the traditional brick and
mortar banking institutions are already regulated. The intention of the Bill is to regulate
those that are not under the purview ofany regulator.

50. Given that the financial sector is regulated by various laws and bodies, diflbrent laws can be
amended to accommodate digital linancial products and sen'ices which will be a very tedious
process given the many laws. Alternatively, the process of enacting a new law, 'Digital Financial
Services and Prodr.rcts Act' can be initiated in ordel to address the amendments.

Committee's Observation
The Committee observed that regulation of the digital credit services sits proper within the
mandate of CBK as far as financial services are concerned. As such, it may not be necessary
at this point and time to come up with a new law and given the urgency to regulate digital
lending ecosystem so as to protect both consumers and the lenders.

3.6 SAFARICOM PLC

Safhricom PLC submitted a written memorandum vide their letter Ref: LSS/M-PESA/Legislation,
They submitted as follows, THAT-

5 l. The words 'digital financial product , 'digital ftnancial seraicd , 'financial product and 'financial seraicd
are broadly defined and encompass products that are currently already regulated by other sectoral
laws and regulators. They should therefbre be aligned with the specific statutes i.e. Capital
Markets Authority Act, Constrmer Protection Act, Insurance Act e.t.c.

Committee's Observation
The Committee observed that the terms digital financial produc(,'digital financial servici,
'financial product and 'financial servicC are not contained in the current Bill. The terms
were being referred to by the Central Bank Amendment Bill (National Assembly Bill No. 2r
of zozo) and since it was re-published into Central Bank Amendment Bill (National
Assembly Bill No. ro of 2O2r) the terms were left out so that it was succinctly clear that the
intention of the amendment is to cover the unregulated products.

52. There needs to be inserted definitions fbr 'digital credit prouiders' and 'digital credit seraice proaiders'
so as to provide clarity on the persons to whom the Bill applies. -fhe Bill as dralted will cover all
forms of credit service provision including credit services that are already regulated by CBK under
the Banking Act.
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Committee's Observation
The terms were already covered by the Central Bank Amendment Bill (National Assembly
Bitl No. ro of gogr) hence no need to insert. Therefore the proposal was rejected by the
Committee

53. The Bill should include provisions clearly stating whether its provisions apply to digital credit
products already regulated under other provisions of laws such as the Banking Act and attendant
Prr.rdential Guidelines as well as the Sacco Societies Act as well as the Sacco Societies (Deposit-
Taking Sacco Business) Regulations. 'fhis is because there needs to be a distinction between
banking and non-banking digital credit products, digital credit prodr"rct providers and digital credit
services in order to create certainty in application of the law.

Committee's Observation
The intention of the Bill is clear and is contained the memoranda for objects and reasons is
to cover the unregulated digital credit products. Therefore there is no need for inclusion of
any provision as the Bill seeks to exempt products that are regulated under other written
laws.

3.7 PRICEWATERHOUSECOOPERS LIMITED
PWC Ltd appeared o before the Committee on Monday, l2tl' July 2o2l to make a presentation on
behalf of Digital Lenders Association of Kenya. The presentation was made by Mr. Christopher
Ndegwa who proposed THAT-

5a. The Bill should be amended in the definition of the word"digitalcredit'to read as follows; "digital
credit means an unsecto'ed credit facili$t ot' an'angernent utlure monE/ is borrozaed through a digital
channel'.

Committee's Observation
The Committee noted that it is important to capture both lending and borrowing in the
definition. Their proposal was therefore rejected.

55. The definition of'the word "digital credit bushrcsi' should be amended to read as follows; "digital
credit business medns the business of proaiding digital credit'.

Committee's Observation
The proposal was rejected because the intention of the Bill is to allow CBK to license anq
supervise all digital credit business offered digitally. The proposal will weaken the
regulatory aspects of CBK and therefore inclusion the phrase through a digital channel will
clarify that CBK will supervise all credit facilities offered through a digital platform.

56. The Bill should be amended in the definition of the word"digitalcreditproaider'to read as follows;
" digital credit proaider medns an enti$ licensed by tlrc Bank to carry oru digital credit business" .

Committee's Observation
The Committee observed that term person refers to both an individual and a company.
Their amendment is therefore not necessary.
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57. The Bill should be amended by deleting definition of the word"spectfted dignal credit proaidef'

Committee's Observation
The proposal to delete the definition of the term specified digital credit provider was
rejected since the amendment is intended to clarify that the scope which is to regulate
unregulated digital credit providers. The amendment is necessary since the CBK Act
already makes provision for the definition of the terms "specified bank"; "specified financial
institution"l "specified microfinance bank"; and ttspecified mortgage refinance company.
The definition is therefore intended for clarity.

5s. The Bill should be amended in ClaLrse .tr which is a provision relating to Section 33R of the
Principal Act and provides fbr the powers fbr CBK to regulate the digital lenders, 4 by inserting
the following new paragraph immediately after paragraph (d; "(h) license digital credit proaideri'.

Committee's Observation
The amendment is already covered by the Bill. The proposal is therefore not necessary.

59. The Bill should be amended in the proposed section 33R to read as fbllows:- "(t)Apersonshallnot,
in the territory of Keryta car?y o?t dignal credit busirtess unless the person has been licensed by The Bank
under this Act as a digital credit proaider; and (z) A person z.uho contraaenes the proaisions of sub-section (t)
commits an offence and shall, on conaiction be liable to a fine not e.rceeding one million shillings or to
imprisonmentfor a term not et:ceeding three years or to both" .

Committee's Observation
The Committee rejected the proposal above as there are other digital credit providers that
are regulated by other laws. For instance, Mshwari is covered by other laws and yet falls
under the definition of the term digital credit provider. In addition, there are other credit
products offered by the traditional banks through the digital platform and are already
regulated.

The Committee further objected to the proposal to reduce the penalty relating to
contravening the provisions ofthe proposed Section 99S.

6o. The Bill should be amended in the proposed section 33S to read as follows; "(t) .A person, before

commencing dignal credit busirtess, shall apply to the Bankfor a license; (z) An application under tlis section

shall be made in the prescribedform and slrull befonuarded to the Bank togetlter u'ith the prescribedfee; (s)
An application under sub-sectiort (z) shall be accompanied by: @) A vertfted fficial nottftcation of the

company's registered place of business; (b) The prospectiue place of operatiort bdicating tlrc address of the

head ffice and branches f anl; Q) A copy of the valid service agreement betzaeen the applicant and the

intended telecommunicatiorts seraice proaiders; and (d) 'the prescribedJbd' .

Committee's Observation
The Committee agreed with the proposal and further made amendments to capture the
intentions of the above proposal. The Committee made provisions relating to the
requirements for the licensing process as contained in the Schedule for the proposed
Committee Stage Amendments.

61. The Bill should be amended by inserting the fbllowing new section 33T; "( t ) The Bank shall, zuhere

an applicant complies zaith the license reEtirements set out in (z), issue a license within three months; (z) A
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license issued under this section shull mt et'pire, unless earlier reaoked, proaided that payment oJ'the anmtal

licensingfee hus beeru rnade in accordarrce with.sectictrt 33U; (s) the Bank shall publish a ltst of all licenserJ

digital credit proaiders on the zyebsite indicttted fu the Bank and m ail) xtch publicatiot oJ'zt'ide cirailatiort
to cort.ytmers; and (.t)'flrc register of licensed diS4ital credit prouitl.ers inchtdes at least: (a) the munber of entry

in tlte license regisLer; (b) applicant'sfiilIname; (c) registered oflice and addre.ss; and (d) registered ruunber in

the register of digital credit proaid.ers".

Committee's Observation
The Committee agreed with the proposal to include timeline within which CBK must revert
back to a licensee and further proposed an amendment to provide for the licensing
requirements as well as circumstance under which a license can be revoked. The Committee
further proposed an amendment to provide that the license issued by the CBK shall remain
valid unless earlier revoked and the licensed digital credit providers will only pay a

prescribed annual licensing fee. The Committee also agreed with the proposal to publish
details of licensed digital credit providers in the Kenya Gazette and The Bank's Website.

62. Insert the fbllowing ne\,v section ffiU; "(1) The holder of a license issued under sectiott sflT shall pay the

anmml licensefee u:ithin xrch tirne period as shall be prescribed by the Banli'.

Committee's Observation
The Committee agreed to the proposal.

63. Tlre Bill should be amendecl by inselting the fbllowing ner,v section SllV; "(t) The Bank may, by

notice ht z.uritirtg, reuoke or xtsperul the licetse rf a digital credit proaider, proaided that the suspensiot may

be made for a mal:imrtm periotl of'thirry business da1,s, tJ' tlrc licensed di5;ital creclit proaid.er: (a) becomes

htsoluent; or (b)Jails to comply ztith the ftroaisiorts of thts ,4ct concenting the d.igital credit prouiders; or (c)

ceased to conduct the digital credit business coaered by the license, and in purtiailar does not conduct, due to

circumstances dependent on the digital credit provider,Jbr ut least tu'elae conseudiue months; (z) The Bunk

shall before suspending a licettse utder yfi-sectiott (t ), giae a digital credit 1>roaider not less than tltir$ duys'

notice, to make aty represertatiorts to the Bank rtr remediate tlte breacltes .spectJied by the Bank; G) A licensee

u,lnse license is suspended uruler .sub-clause (z) tndy apply tu tlrc Bank u'ithnt Jburteen days to haae the

decision suspendhtg its license reaiezted. T-he llank ought to issue d decision u'itltit lhir$'days!'ctm receiuing

the applicutiort to reaieu, tlrc xtspension decisiort; (+) 'fhe Bank shall befitre tlrc reuocation of the license

sttbmit a writtenwarning to the tligital credit prouider that tJ'the aiolatiort oJ'the 1>roaisiorts irt (t) (b) are

repeated zuithin the same calendar yeur, tlrc procedure of reuoking the license u'ill be initiated; (s) The license

revocatiort aJter the procedure irritiaterl in (t) may he precetled by a xtspensiort irt accordance zt'ith vh-sectit

(z); and (c;) lI/here the Bank's order to reaoke a license is issued, the proce&rre .set out itt xh-section (s)
applies accordingly'.

Committee's Observation
The Committee agreed to the proposals as it will provide for provision for revocation of
license.

6,!. The Bill should be anrended by inserting the fbllowing nerv section 33X; "Iiaery digital credit
proaider shallrtmtish to the Bank, at such tirne and sttch rnatnrcr as tlrc llank rnay prescribe, dry inJbrmatiott

and data the llank mtty redsondbly reyireJbr proper discharge of itsfinctiotts mtder this Acf'.
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Committee's Observation
The Committee agreed to the proposal as it will provide that the digital credit providers
must provide information necessary for effective supervision.

65. The Bill should be amended by inserting the fbllowing new section 33Y; "(t) The Minister shall
appoint a Financial Ombudsman whose role shall be to protect the consumers of seruices proaided by dignal
credit proaiders; and (z) The Minister shall develop the Regulations outlining the administratiae functions
and procedures of the Financial Ombudsmai'.

Committee's Observation
The Committee rejected the proposal to appoint a Financial Ombudsman as the CBK will
play this role and The Bank has been given powers to make regulations for dispute
resolution mechanisms.

66. The Bill should be amended by inserting the fbllowing new section 332; "Once a digital credit
proaider has obtained a license under this Act, it is entitled to submit to the Credit Reference Bureaus reports

with credit informatiort concenting their clients, in accordance z.aith the regulation of Credit Reference

Bureau Regtlation, 2o2d' .

Committee's Observation
The Committee agreed to the proposal to allow licensed digital credit providers to disclose
any positive or negative information of its customers to the licensed credit reference
bureaus as long as the information is relevant in the discharge of the functions of the digital
lenders and the licensed credit reference bureaus.

67. The Bill should be amended in sub-section +3(t) of the principal Act by inserting the words "digital
credit proaidens" immediately after the words " speczfied mortgage refinance companiei' .

Committee's Observation
The proposal was rejected because it is necessary to clarify that the provision will cover the
specified digital credit providers. Section 43 of the Principal Act relates to information to
be furnished to The Bank. The provision therefore is necessary so as to mandate specified
digital credit providers to furnish CBK with information necessary for supervision. Just as

it is clear that the provision also covers specified financial institution, specified
microfinance bank and specified mortgage refinance companies, the inclusion of the term
specified is therefore meant for clarity.

68. The Bill should be amended in Clause 6 as fbllows: by inserting the fbllowing new sub-section
immediately after sub-section (z); "(s) Without preludice to the generalig of ntb-section (t), the Bank
shall make regulations as are ilecessaty or etpedite to giue full ffict to the proaisions of thts Act including:
(a) prohibited practices; (b) reportiry reEtirements; and (c) offenses and penalties for the digital credit

proaiders whofail to comply u,ith the Regilations issued tmder this Act, which penalties shall not eueedfive
hundred thousand slillugs and may prescribe additional penalties not etceeding ten thousand shillings in
each caseifor each day or part tlterefore &ring zshich xtchfailure or refusal contimrci' .

Committee's Observation
The Committee observed that the above proposal seeks to delete the proposal in paragraph
(a) which in effect means that the bank will not make regulations relating to registration.
The Committee agreed to replace the word registration with the licensing which makes it
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easier for CBK to make specific requirements for licensing. The Committee also observed
that the above proposal was seeking a deletion of paragraph (b) which is a provision relating
to the management requirements for digital credit providers. The Committee agreed with
the proposal as it this will be addressed through other laws. Allowing CBK to make
regulations on management requirements for digital credit providers will create
unnecessary huddles for the businesses to thrive.

69. The Bill should be amended in Clause 7 by inserting the following new section immediately after
section 5s; " 5s(t ) Any person who before the coming into force of this Act, zaas in the digital credit business

as defined under sectiort z of thts Act, shall o??U,for tlrc license of digital credit prouided within sit montlx
of coming into force of the Regilation; and (z) Any person zuho before the coming mto force of this Act, is
constdered to be a dignal credit provider under this Act may conduct its current actiaiies wfiil obtaining a
license in accordance u,ith tlns Act' .

Committee's Observation

The Committee agreed with the proposal to increase the licensing period for the digital
credit providers to have sufficient time to comply with the licensing requirements.

9.8 LAWYERS HUB

The Lawyers Hub memorandunl was presented by Ms. Jennifer Solovea who appeared befbre the
Committee on Monday, l2tl'July 2o2t. She submitted THAT-

7o. The definition for digital credit is not clear on whether the Bill seeks to regulate both deposit
taking and non-deposit taking entities leveraging online platforms to provide access to credit. The
definition also fails to clarify if the amendments apply to all fintech platform financing entities
including; fintech balance sheet lending, crowdfunding platforms. They proposed that digital
should be redefined clarifying the scope of the proposed legislation to avoid misinterpretation and
additional licensing processes for' financial institutions.

Committee's Observation
Deposit taking platforms are already regulated by CBK. Their proposal was therefore
rejected.

71. The Bill gives CBK powers to set minimum liquidity requirements for digital credit platforms
under section ssR(c). The provision cannot apply to non-deposit platforms as they do not engag
in maturity transformation.

Committee's Observation
The Committee observed that their concerns were valid and therefore adopted their
proposal.

72.They recommended extending the transitional period fbr compliance under the Bill to allow for
credit facilities to comply with any additional registration and licensing requirement under related
laws.

Committee's Observation
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The Committee agreed with the proposal to increase the licensing period for the digital
credit providers to have sufficient time to comply with the licensing requirements.

73. The Bill does not outline how other laws that regulate access to credit will be affected by the
proposed legislation. These include processes under laws such as the Capital Markets Act, Banking
Act, the National Payments System Act, the Microfinance Act and Credit Reference Bureau
Regulations, 2o2o. They recommended that these laws should be harmonized under the
transitional provisions of the Bill to ensure that they align with data protection, consLrmer
protection, registration and licensing requirements.

Committee's Observation
The Bill seeks to regulate only those products that are not regulated by any other written
law. As such the proposal to outline how credit products provided under other existing laws
may not be necessary. The concerns on harmonization with the data protection, consumer
protection, registration and licensing requirements were adopted.

74. Given the broad scope of the proposed amendments, the Lawyers Hub recommended publication of
the regulations centered on consumer rights and interests as provided for under the transitional
provisions of the Bill to allow fbr suflicient public participation for holistic legislation.

Committee's Observation
The concerns on protection of consumer rights and interests were adopted. CBK will be
mandated in consultation with relevant to make regulations to address that.

3.9 ECM CONSULTING GROUP LLP

In a meeting with the Committee held on Monday, r2fi J::dy 2021, Mr. Enoch Monari sLrbmitted as

follows, THAT -

75. A regulatory system should be implemented be in such a way that it will not cause a significant
increase in the operating costs of a company.'fhe need to make the process of licensing simplified
is also necessary. They proposed that the new regulation should provide fbr the specific
requirements for licensing including the required documents that must be presented together with
the license application.

Committee's Observation
The Committee was in agreement with the need to promote innovation in the industry and
the need to create a conducive business environment.

76. The time within which a license shoLrld be issued should be prescribed in regulation e.g. 90 days for
certainty and continuity of the digital lending brrsiness.

Committee Observation
The Committee noted that it is important to have a timeline within which the license is
issued and adopted the 90 days proposed by ECM.

77. The CBK shall manage the register of licensed digital lenders which shall be public. Digital lenders
shall be required to update the information in the register and notify CBK in case olany changes to
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the data disclosed in the register. The license shall be issued only if the digital lender will fulfill the
requirements indicated in the regulation. The license should be granted indefinitely.

Committee's Observation
The Committee adopted the proposal to make the register of licensed digital credit
providers by ensuring that it is published in the Kenya Gazette and The Bank's website. The
Committee also adopted the proposal on the specific requirements for issuance of license.

78. All customers should be provided with clear, transparent and articulated information on the
pricingof loans before they apply fbr the loan by providing the conclusion of the loan agreement in
the unified form with the key financial information concerning the loan. This is implemented in all
EU countries and Uganda. To increase consumer protection, they proposed that the position of a

financial ombudsman who shall be appointed by the relevant minister responsible for examining
customer complaints.

Committee's Observation
The Committee agreed to the proposal to give powers to The Bank to determin
parameters for pricing of digital credit. The Committee agreed to support the proposal to
provide for regulations on consumer protection.

79. Digital lenders should not be subject to pludential type of regulations and capital adequacy
requirements becarme they do not take deposits from the public.

Committee's Observation
The Committee observed that their concerns were valid and deleted this provision.

8o. There are anti-money laundering laws and measures lbr countering financing of terrorism and it is
therefore not necessary to include the same in this Bill. The Data Protect Act is also in place and
therefore issues on data protection should not be in this Bill.

Committee's Observations
The Committee observed that there is no harm in having this provisions in the Bill for
emphasis. The Committee proposed an amendment to require The Bank to make
regulations on anti-money laundering laws and countering financing of terrorism i
consultation with relevant agencies. In addition to this, CBK will also consult the Data
Commissioner and the Communications Authority in making of regulations on data privacy.

81. The Bill should be amended to provide that digital lenders will be entitled to receive reports from
CRBs and submit reports with credit infornration to CRBs. This is to restore digital lenders' access

to credit information reports to the terms applicable to other market players as the principal object
of the Bill is to regulate the digital lenders' industry.

Committee's Observation
The Committee noted their concerns and adopted their proposal.
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82. The Bill should be amended to provide that the compliance period shall be 9 months fi'om the date
of issuing the regulations.

Committee's Observation
The Committee noted that the period of nine months is too long. The period of six months
was therefore retained and the counting will start after publication of Regulations.

3.TO ANJARWALLA AND KHANNA LLP

In their menrorandum, Re(i SS/ALM/GEN dated 28tl' May 2021, Ms. Sonal Sejpal submitted as

fbllows:

83. The Bill proposes to expand the role of CBK to license and regulate the digital credit marketplace
in Kenya. They noted that in 2o2o, two dillbrent Bills (the Central Bank of Kenya (Amendment)
Bill (N.A. Bill No. 2r of zo2o) and the Central Bank of Kenya (Amendment) Bill (N.A. Bill No. '1,7

of zozo)) were introduced in the National Assembly with a similar objective of regLrlating digital
lenders.

8.1. Under clause *, they noted that regulation of digital lenders is a welcome move gi"'en that such
regulation promotes a fhir and non-discriminatory marketplace for access to credit. However,
digital lenders facing increased compliance costs fiom onerous licensing requirements will be

forced to shift these costs to the borrowers. This will in turn increase the cost of credit especially
fbr the financially excluded market segment.

85. The requirement fbr DI-Is to be strbject to capital adequacy and minimum liquidity requirement
should be reserved to deposit taking entities. Similar application of rr"rles binding deposit taking
entities to DLIs will not only increase compliance costs for digital credit providers but it may also
threaten the 

"'iability 
of these entities' entire business model.

Committee's Observation
The Committee noted their concerns and deleted the requirement for capital adequacy and
minimum liquidity.

86. The requirement to seek CBK's approval fbr " digital channels and business modeli' will have a

negative eflect in innovation in the fintech ecosystem which will ultimately diminish financial
inclusion fbr those in need.

Committee's Observation
The Committee agreed to delete the provision giving CBK powers to approve business
models as this will create unnecessary hurdles. DLIs must be allowed space to innovate and
giving CBK powers to approve Business models was rejected. The other aspect of approval
of digital channels was retained as it is in the Bill.

87. The Bill gives CBK the power to generally "superuisd'digital credit providers. This power is wide,
undefined and therefbre because of its uncertainty could be viewed as potentially prejudicial to
digital lenders. This may also have a knock-on eflect to direct fbreign investment into Kenya as

investors want a degree of certainty befbre entering a new market or expanding in a market that
they are already in.

Committee's Observation
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The Committee noted the concerns and agreed to propose amendment on the specific
requirements for licensing and the timelines within which CBK must communicate the
status of any license application. The Bank will also comply with certain requirements
before a license is revoked or suspended. Also DLIs will only pay annual renewal prescribed
fee as long as the license is still valid. This requirement makes it easier for DLIs to comply.

88. They proposed that clause 7 be amended to allow for a one year transition period fiom the coming
into force of the regulations rather than the Act. The Bill provides that CBK is required to publish
regulations that give eflbct to the Bill's provisions within three months of the Bill coming into
force. However, the Bill also states that digital lenders have six months from the coming into force
of the Bill to register with CBK. This effectively means that digital credit providers may only ha'u.e

three months fiom the date of the Regulations being published to familiarize themselves with the
specific provisions of the Regulations.

89. Given that most of the digital credit providers are small to medium size entities, three months will
be a short time to comply with potentially onerous requirements such as capital adequacy. It is
improbable that CBK will be able to vet applications and license all the digital lenders in Kenya in
such a short period of time.

Committee's Observation
The Committee agreed to increase the licensing period to allow the DLIs adequate time to
comply.

3.T T ALTERNATIVE CIRCLE LIMITED/OKOLEA/ CM ADVOCATES LLP

In their memorandum, Refl ACTS/National Assembly dated 27th March zozt, they submitted as

fbllows on behalf of the Digital Lenders Association of Kenya:

90. They proposed that the digital credit providers should not be subjected to prudential requirements
as is the traditional banks. They proposed that provisions concerning the non-applicability to
digital lenders of these provisions shoLrld be clearly stated. This will make the amendment more
transparent and it will allow for determination of which regulations apply only to digital lenders.
Prr"rdential requirements on capital adeqLracy and minimum liquidity applies to the traditional
banks and such exemption of digital lenders industry will show that they are very different entities.

Committee's Observation
The Committee agreed to exempt digital credit providers from the requirements of capitr
adequacy and minimum liquidity. This is because the businesses are not deposit-taking and
therefore pose no risk to depositor's funds.

91. Digital lenders should be registered by CBK and not licensed as this is a common practice fbr
digital lenders' regulations implemented in significant julisdictions in the EU. Provision for a

renewable license will result in overregulation. CBK will manage the register while digital lenders
will be obliged to update the data contained in the register by notifying CBK immediately in the
event of any changes to the data disclosed in the register. The registration shall only be done if the
digital lender will fulflll the reqLrirements indicated in the regulations. The digital lender should be
removed if: the requirements to obtain the registration are not met; or at the digital lender's
request.
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Committee's Observation
The proposal was rejected. Licensing is necessary to ensure supervision. CBK will develop
the licensing requirements based on the parameters proposed by the Committee. The
Committee has proposed that instead of annual licensing, an annual fee be prescribed as
long as the license is valid.

92. They proposed that all customers should be provided with clear, transparent and articulated
information on the pricing of loans before they apply for the loan by providing the conclusion of
the loan agreement in the unified form with the key financial information concerning the loan. This
is implemented in ail EU countries and Uganda. To increase consumer protection, they proposed
that the position of a financial ombudsman should be established within CBK structures which shall
be responsible for examining customer complaints.

Committee's Observation
The proposal was adopted. CBK was given powers to determine the pricing of digital credit
products while at the same time the providers will be mandated to make full disclosure on
terms and conditions applicable to the digital credit and must be accepted by the borrower
before activation of a mobile loan account. Prior to licensing , the providers will be required
to provide a statement/ certificate on the compliance with the Data Protection Act and the
Consumer Protection Act.

93. Digital lenders sholrld not be subject to prudential type of regulations and capital adequacy
requirements because they do not take deposits fiom the public.

Committee's Observation
The Committee observed that their concerns were valid and deleted this provision.

94,. There are anti-money laundering laws and measures for countering financing of terrorism and it is
therefore not necessary to include the same in this Bill. The Data Protect Act is also in place and
therefore issues on data protection should not be in this Bill.

Committee's Observations
The Committee observed that there is no harm in having this provisions in the Bill for
emphasis.

95. The Bill should be amended to provide that digital lenders will be entitled to receive reports from
CRBs and submit reports with credit information to CRBs. This is to restore digital lenders'
access to credit information reports to the terms applicable to other market players as the
principal object of the Bill is to regulate the digital lenders' industry.

Committee's Observation

The Committee noted their concerns and adopted the proposal.

96. Amend the Bill to provide that the compliance period shall be 9 months from the date of issuing
the regulations.

Committee's Observation
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The Committee noted that the period of nine months is too long. The period of six months
was therefore retained and the counting will start after publication of Regulations.

97. DLAK should be given delegated authority as a Self-Regulatory Authority (SRO) because it has

made great strides in lbstering unity and collaboration amongst the digital lenders and has

published a code of conduct which its members are required to comply with.

Committee's Observation
DLAK is not a body corporate recognized by the government and as such, it cannot be
appointed as a Self-Regulatory Authority.

3.r2 CENTRAL BANK OF KENYA (CBK)

98 In a meeting with the Committee held on Tuesday, 13th July 2021, the Governor, Dr. Patrick
Njoroge submitted that digital lending in Kenya has grown exponentially in Kenya over the last
few years because of high mobile penetration; adoption of mobile phone based financial services;
and ease of use and convenience. He noted that usage of unregulated digital had grown from
o.Go/o (zoo,ooo) of Kenya's adult population in 2o16 to 8.3o/o (approximately 2 million people) in
2019.

99 He noted that the Bill seeks to address the issue of unregulated digital lending activities and is *
step in the right direction. The Bill seeks to empower CBK to regulate and supervise the conduct
of digital lenders. Further, the Bill provides definition for the term digital credit.
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PART FOUR

4 COMMITTEE OBSERVATIONS

In considering the Bill, the Committee observed the fbllowing, THAT-

loo. Access to digital credit has grown in leaps and }rounds and therefbre the need to provide a legal
framework to regulate the industry by ensuring that the consumer rights are protected and data
privacy is safbguarded.

lol. The Bill therefore seek to give Central Bank of'Kenya powers to legulate digital lenders who are
not regulated in any other law e.g. the Capital Markets ALrthority Act, the Banking Act and the
Insurance Act. fhe CBK Act mandates The Bank to nraintain a stable and sound market-based
frnancial system. Given that the digital credit fall within the financial ecosystem, there is need

therefore for CBK to be given such powers to regulate in terms o1'licensing the providers and
reguJation of'the general conduct of business.

lo2. There is need fbr the Central Bank of Kenya, Comnrunication Ar.rthority of Kenya and Office of
the Data Protection Commissioner to collaborate in order to ensure that the data privacy is

enhanced.

tos. The Bill gives powers to CBK to make regulations on capital adequacy and rninimunr liquidity
requirements. Given that the specified digital credit providers are not deposit-taking, there is

therefbre no need to sutrject them to these prudential requirements as though they operate like
the traditional brick and mortat'banking instittrtions.

to4. The Bill does not provide timelines within which CBK should license an entity after lodging their
request fbr licensing as digital lenders.

Report ot-the Departrnental Comnittee on Finance and National Planning on the consideration ol'the Central Bank ofKenya
(Amendment) Bill (National Assembly Bill No. to of eoe t)

l',\(,1



PART FIVE

5 COMMITTEE RECOMMENDATION

1o5. The Committee having considered the Central Bank of Kenya (Amendment) Bill (National
Assembly Bill No. 1o of 2o2t)recommends that the House passes the Bill with amendments as

proposed by the Committee.

SIGNED.. DATE... ?otl

. GLADYS WANGA, CBS, MP
CHAIRPERSON

DEPARTMENTAL COMMITTEE ON FINANCE AND NATIONAL PLANNING

5*AN
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a
ANNEXTURES

1. Adoption Schedule
2. Minutes of the 4gth,49th,5oth and 5l't sittings
9. Newspaper Advertisement - Submission for Memoranda for Public Participation
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REPUBLIC OF KENYA

ffi
NATIONAL ASSEMBLY

DEPARTMENTAL COMMITTEE ON FINANCE & NATIONAL PLANNING
ADOPTION SCHEDULE

ADOPTION SCHEDULE FOR THE REPORT ON THE CONSIDERATION OF THE CENTRAL BANK OF
KENYA (AMENDMENT) BILL (N.A. BILL NO. t0 OF 2021)

DATE:

SIGNATU'RfNAME

,TRI. HON. GLADYS WANGA, CBS, MP _ CHAIRPERSON

W2. HON. ISAAC W. NDIRANGU _ VICE-CHAIRPERSON
'l

3. HON. JIMMY O. ANGWENYI, MGH, MP

t I
4. HON. CHRISTOPHER OMULELE, CBS, MP

5. HON. SHAKEEL SHABBIR AHMED, CBS, MP

6, HON. DANIEL E. NANOK, MP
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7. HON. (DR.) CHRISTINE OMBAKA, MP

fu_{8. HON. ANDREW A. OKUOME, MP

9, HON. DAVID M. MBONI, MP

Urtb'^,t .IO. HON. FRANCIS KURIA KIMANI, MP

s\I I. HON. JOSEPH M. OYULA, MP

I2. HON. JOSHUA KANDIE, MP

13. HON. STANLEY M. MUTHAMA, MP

#si,l:rtl t/I4. HON EDITH NYENZE, MP
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t* hr.,.\15. HON. CATHERINE WARUGURU, MP
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18. HON. PETER LOCHAKAPONG, MP
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MINUTES OF THE 65TH SITTING OF THE DEPARTMENTAL COMMITTEE ON
FINANCE AND NATIONAL PLANNING HELD IN COMMITTEE RooM 9, MAIN
PARLIAMENT BUILDINGS ON THURSDAY, 5" AUGUST, 9O2I AT TO:SO A.M.

PRESENT
l. Hon. Gladys Wanga, CBS, MP
2. Hon. Isaac W. Ndirangu, MP
3. Hon. Jimmy O. Angwenyi, MGH, MP
4. Hon. Andrew A. Okuome, MP
5. Hon. David M. Mboni, MP
6. Hon. Edith Nyenze, MP
7. Hon. James Gichuhi Mwangi, MP
8. Hon. Joshua C. Kandie, MP
9. Hon. Francis K. Kimani, MP
lo. Hon. Catherine Wamgunr, MP
11, Hon. (Prof ) Mohamud Sheikh Mohamed, MP

ABSENT WITH APOLOGY
1. Hon. Christopher Omr-rlele, CBS, MP
2. Hon. Shakeel Shabbir Ahmed, CBS, MP
3. Hon. Daniel E. Nanok, MP
+. Hon. (Dr.) Christine Ombaka, MP
5. Hon. Joseph M. Oyrila, MP
6. Hon. Stanley M. Mrrthama, MP
i. Hon. Peter Lochakapong, MP
8. Hon. palicha Gufu Wario, MP

INATTENDANCE
SECRETARIAT

l. Ms. Leah Mwaura
z. Ms. Brigitta Mati
3. Mr. John Njoro
+. Ms. Christine Maeri
5. Ms. I-Iannah Mwangi

Chairperson
Vice Chairperson

Senior Clerk Assistant/Head of Secretariat
Legal Counsel II
Serjeant-At-Arms
Audio Officer
Intern

AGENDA
l. Prayels
2. Communication fiom the Chairperson
3. Confirmation of Minutes from the previor,rs sitting(s) and Matters Arising
4. Adoption of Reports on the following Bills:

i. Report on the Pensions (Amendment) Bill (National Assembly BiIt No.
e6 ofeoeo)

ii. Report on the Public Procurement and Asset Disposal (Amendment)
Bill (National Assembly Bill No. 54, of eoso)

iii. Report on the Public Finance Management (Amendment) Bill (National
Assernbly Bill No. se of eoeo)

iv. Report on the Kenya Deposit Insurance (Amendment) Bill,
eo2o(National Assembly BilI No. 48 of soso)

v. Report on the Central Bank of Kenya (Amendment) Bill (National
Assembly BilI No. 4,2 of soso)



vi. Report on the Public Procurement and Asset Disposal (Amendment)

Yill (National Assembly Bill No. 4'e of eoeo)
vii. Report on the Central Bank of Kenya (Amendment) Bill (National

AssemblY BilI No. 10 Of eo21)
viii. Report in the Trustees (Perpetual Succession) (Amendment) Bill

(Nationat Assembly Bill No' es of eoet)
ix. Report on the Perpetuities and Accumulations (Amendment) Bill, goet

(National Assembly BiIl No-ea of eoet)

5. Any Other Business
6. Adjournment/Date of Next Meeting

MIN.NO.NA/F&NP/ 2O2L / 2g8I COMMUNICATION FROM THE
CHAIRPERSON

The meeting was callecl to older at lO:10 a.m and a player was said.

MIN.NO.NA/F&NP/ 2021/ zggl CONFIRMATION OF MINUTES
Agenda de{blred

MIN.NO.NA/F&NP/ 2O2I/ IOOI ADOPTION OF REPORTS ON BILL
The Chair invitecl Members to consicler the following Reports which rvere sttbsequently

adopted as follorvs: -

t. Repor.t on the Pensions (Amendment) Bill (National Assembly Bill No. 26 of 2o2o)

Proposed by- Hon. Jimmy O. Angwenyi
Seconded by -Hon. James G. Mwangi

2. Report on ih" Prrblic Procnrement ind Asset Disposal (Arnendrnent) Bill (National

Assembly Bill No. 3+ of 2o2o)

Proposed by- Hon. Isaac W. Ndirangu
Seconded by -Hon. David M. Mboni

s. Report on the Public I.inance Management (Arnenclment) Bill (National Assembly Bill

No.3e ofzozo)
Proposed by- Hon. Edith NYenze

Seconded by -Hon. JimmY AngwenYi

q. Report on the Kenya Deposit Insurance (Amencirnent) Bill, 2o2o(National Assembly Bill

No. 4,3 of zo"to)
Proposed by- Hon. Jimmy O. Angwenyi
Seconded by -Hon. James G. Angwenyi

S. Report on the Central Bank of Kenya (Amendment) Bill (National Assembly Bill No' +7

of zozo)
Proposed by- Hon David M. Mboni
Seconded bY -Hon JimmY O. A

6. Report on the Public Procurement ancl Asset Disposal (Amendment) Bill (National

Assembly Bill No. +s of 2o2o)

Proposed by- Hon. James Gichuhi, M'P
Seconded by - Hon. David Mboni, M'P
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7. Report on the Central Bank of Kenya (Amendment) Bill (National Assembly Bill No. 10

Of zozr)
Proposed by- Hon. David Mboni, M.P
Seconded by -Hon. Jimmy Angwenyi, M.P

8. Report on the Tmstees (Perpetual Succession) (Amendment) Bill (National Assembly
Bill No. Ls of zo2r)
Proposed by- Hon. Jimmy Angwenyi, M.P
Seconded by - Hon. Waihenya Ndirangu, M.P

9. Report on the PerpetLrities and Accumulations (Amendment) Bill, zozt (National
Assembly Bill No.z+ of zozt)
Proposed by- Hon. Jimmy Angwenyi, M.P
Seconded by - Hon. David Mboni, M.P

MIN.NO.NA/F&NP/2O2I/ 8OI. ADJOURNMENT/DATE OF NEXT
MEETING

There being no other business to delibelate on, the meeting was adjoLrrned at I'l:28 a.m. The
next meeting will be held on notice.

N. GLADYS WANGA, CBS, MP
(cHATRPERSON)

SIGNED... ....DATE...
4"1
2 /L,trI spu
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MINUTES OF THE rTST SITTING OF THE DEPARTMENTAL COMMITTEE ON
FINANCE AND NATIONAL PLANNING HELD IN TALEK CONFERENCE ROOM
AT EMARA OLE-SERENI HOTEL ON TUESDAY, Ia,H JULY 9O2I AT 2:OO P.M.

PRESENT
l. Hon. Gladys Wanga, CBS, MP
2. Hon. Isaac W. Ndirangu, MP
3. Hon. Jimmy O. Angwenyi, MGH, MP
+. Hon. Christopher Omulele, CBS, MP
5. Hon. Shakeel Shabbir Ahmed, CBS, MP
6. Hon. Daniel E. Nanok, MP
i. Hon. (Dr.) Christine Ombaka, MP
8. Hon. Andrew A. Okuome, MP
9. Hon. David M. Mboni, MP
lO. Hon. Francis K. Kimani, MP
I t. Hon. Joseph M. Oyula, MP
12. Hon. Joshua C. Kandie, MP
13. Hon. Stanley M. Muthama, MP
14,. Hon. Edith Nyenze, MP
15. Hon. James Gichuhi Mwangi, MP
16. Hon. (Prof.)Mohamud Sheikh Mohamed, MP
17. Hon. Peter Lochakapong, MP
18. Hon. Qalicha Gufu Wario, MP

ABSENT WITH APOLOGY
l. Hon. Catherine Warugrru, MP

INATTENDANCE
SECRETARIAT

l. Ms. Leah Mwaura
2. Ms. Jennifer Ndeto
3. Ms. Laureen Wesonga
+. Mr. Chelang'a Maiyo
5. Mr. Yaqub Ahmed
6. Mr. John Njoro
7. Ms. Christine Maeri

Chairperson
Vice Chairperson

Senior Clerk Assistant/Head of Secretariat
Principal Legal Cor"rnsel I
Clerk Assistant II
Research Oflicer II
Media Relations Officer III
Serjeant-At-Arms
ALrdio Oflicer

AGENDA
l. Prayers
2. Communication from the Chairperson
3. Clause by clause consideration of the Central Bank of Kenya (Amendment) Bill

(National Assembly Bill No. 47 of zoao) and the Central Bank of Kenya
(Amendment) Bill (National Assembly Bill No. ro of 2o2r)

+. Any Other Business
5. Adjor"rrnment/Date of Next Meeting

MIN.NO.NA/F&NP/2021/9$2 COMMUNICATION FROM THE
CHAIRPERSON

The meeting was called to order at 2.15 p.m. and a prayer was said. The Chairperson then
welcomed the meeting to deliberate the day's agenda.



MIN.NO.NA/F&NP/9021/2331 CONFIRMATIONOFMINUTES
Agenda defbrred

MIN.NO.NA/F&NP/2O21/234,1 CLAUSE BY CLAUSE CONSIDERATION OF
THE CENTRAL BANK OF KENYA
(AMENDMENT) BILL (NATIONAL
ASSEMBLY BILL NO. ,r,7 OF aozo) AND THE
CENTRAL BANK OF KENYA
(AMENDMENT) BILL (NATIONAL
ASSEMBLY BILL NO. ro OF aozr)

The meeting deliberated and agreed as fbllorvs:

THE CENTRAL BANK OF KENYA (AMENDMENT) BILL (NATIONAL ASSEMBLY
BILL NO. ro OF aozr)

Clause 2: Agreed to
Clause 3: Agreed to

Clause 4
i. Amend by providing for the pricing of interest charged on loans
ii. 33R (a): Insert a timeline of sixty (oo) days
iii. 33R (b) and (c): delete because they may lock out snrall businesses that want to venture

into digital lending business.
iv. Amend clause + by providing a fiamework fbr suspension and revocation of a license.
v. Amend clause ,! by providing that there should be a register of digital lenders which

shall be published on the CBK website and the Kenya Gazette.

Clause 5: Agreed to

Clause 6
i. s(b): Delete
ii. Amend by inserting dispute resolution and appeal mechanisms
iii. 5(e): Delete and insert the fbllowing new paragraph; " credit irtformation slmring with credit

reference bureaus, banks, mortgage finance companies, microfinance banhs and saccos and in
accordance with the credit infonnatiort sharing frameztork prescribed in the Banking Act and
Regilations made theretttdei' .

iv. Delete sub-section 2 and substitute therefbr; "Any person utho, bqlfore tlrc coming intoforce
of thu Acl z.uas in tlrc business of providing credit facilities or loan ser-aices through a digital
chartnel and is not regalated under any other law, shall app$, to the Bankfor a license z.uithin sir
months of ?ublication of regulationi'.

Clause 7: Agreed to

THE CENTRAL BANK OF KENYA (AMENDMENT) BILL (NATIONAL ASSEMBLY
BILL NO. +z OF zoao)
Clause 2: Agreed to

Clause 3

i. +sA: Agreed to
ii. +38(3): Delete
iii. Amend by inserting the lbllowing paragraph; "proof of a license;fi'om the ICT regulator,

zahere necessaN' .
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vlIl

lv

Vi

Vii

SIGNED

Amend by providing the manner of verification of the oflicial notification of a company's
registered place of business.
Amend by pror,'iding criteria fbr grant or refirsal of license.
+3C(3)and (+): Delete
Insert the following new paragraph +3C (6); "The Bank shallz.aithin sitty days of receipt of
all doatmentatiort prescribed in section 4.38 issue tlrc license to the applicarut and the Bank shall
notffi the applicant of its decuion in zaritingj'.
43D: Delete
*3E: Agreed to
Insert the following new paragraph #tr; "The present lenders who are considered to be

digttal nxonq) lenders under this Act may conduct their anrrent actiuities until obtaininp; a license

witltin sb montlx".

lx
x

MIN.NO.NA/F&NP/ 9O9I / 9351 ADJOURNMENT/DATE OF NEXT
MEETING

There being no other business to deliberate on, the meeting was ad.iourned at 4,.o4 p.m. The
next meeting will be held on Wednesday, l4tl, J:':Iry 2o2l at 9.oo a.m.

N. GLADYS WANGA, CBS, MP
(cHATRPERSON)

tt
.DATE...... 2pg5
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MINUTES OF THE 5OTH SITTING OF THE DEPARTMENTAL COMMITTEE ON
FINANCE AND NATIONAL PLANNING HELD IN TALEK CONFERENCE ROOM
AT EMARA OLE-SERENI HOTEL ON TUESDAY, T9TH JULY gOSI AT 9:9O A.M.

PRESENT
l. Hon
2. Hon
3. FIon
+. Hon
5. Hon
6. Hon
1. Ifon
8. Hon
9. Hon
lO. Hon
11. Hon
12. Hon
13. Hon
14,. Hon
15. Hon
16. Hon
17. Hon
18. Hon

Gladys Wanga, CBS, MP
Isaac W. Ndirangu, MI)
Jimmy O. Angwenyi, MGII, MP
Christopher Omulele, CBS, MP
Shakeel Shabbir Ahmed, CBS, MP
Daniel E. Nanok, MP
(Dr.) Christine Ombaka, MP
Andrew A. Okuome, MP
David M. Mboni, MP
Francis K. Kimani, MP
Joseph M. Oyula, MP
Joshua C. Kandie, MP
Stanley M. Muthama, MP
Edith Nyenze, MP
James Gichuhi Mwangi, MI'}
(Prof.)Mohamud Sheikh Mohamed, MP
Peter Lochakapong, MP
Qalicha Gufir Wario, MP

Chairperson
Vice Chairperson

Senior Clerk Assistant/Head of Secletariat
Principal Legal Counsel I
Clerk Assistant II
Research Officer II
Media Relations Ofiicer III
Serieant-At-Arms
Atrdio ()flicer

ABSENT WITH APOLOGY
Hon. Catherine Warugunr, MP

INATTENDANCE
SECRETARIAT

l. Ms. Leah Mwaura
2. Ms. Jennifbr Ndeto
3. Ms. Laureen Wesonga
+. Mr. Chelang'a Maiyo
5. Mr. YaqLrb Ahmed
6. Mr. John N.ioro
i. Ms. Christine Maeri

CENTRAL BANK OF KENYA
l. Dr. Patrick N.joroge
2. Mr. Kennedy Abuga
3. Mr. Matu Mugo
+. Mr. Wallace Kantai
5. Mr. Gerald Nyaonra
6. Mr. Dickson Ndegwa

OTHER STAKEHOLDERS
l. Ms. Rosemary Koech
2. Ms. Acha Ouma
3. Mr. Frankline Sunday
+. Ms. Brenda Kombo
5. Mr. Kevin Mtrtiso
6. Mr. Vincent C)dhiarnbo

Safaricom PLC
Oxygene Media
Standard Media ()roup
K'1'N
Digital Lenders Association of Kenya
Metropol fV

I
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1. Mr'. Stanley Ki1;ro1r

8. Mr. Linus Iloph

MIN.NO.NA/F&NP/ qoqr / eesl
Agenda defbrrecl

Kass N{eclia
Kass Meclia

CONFTRMATION OF MINUTES

AGENDA
l. I'r'ayers
2. Conrnrunication ti'onr the ('hair'lterson
3. Meeting with Central Bank of Kenya to consider the Central Bank of Kenya

(Amendment) Bill (National Assembly Bill No. 47 of 2o2o) and the Central Bank
of Kenya (Amendment) Bill (National Assembly Bill No. to of eosr)

4. Clause by Clause Consideration of the Public Procurement and Asset Disposal
(Amendment) Bill (National Assembly Bill No. 34 of Qoeo) and the Public
Procurement and Asset Disposal (Amendment) Bill (National Assembly Bill No.
4e of qoeo)

5. Any Othel Ilusiness
(i. Adj<>ut'nrnent/l)ate of Next Meeting

MIN.NO.NA/F&NP/ 2o2I / 227 COMMUNICATION FROM THE
CHAIRPERSON

'll-re rneetilrf4 was callecl to orrler at f). 1.5 a.tn. and a prayer rvas saitl. 'l'he Chailpelson t]ren
called firr introduction of' those present befbre inviting the ()overnor', ClllK to nrake their
subnrissions.

MIN.NO.NA/F&NP/ 2O9I / 229. MEETING WITH CENTRAL BANK OF
KENYA TO CONSIDER THE CENTRAL
BANK OF KENYA (AMENDMENT) BILL
(NATIONAL ASSEMBLY BILL NO. 47 OF
2o2o) AND THE CENTRAL BANK OF
KENYA (AMENDMENT) BILL (NATIONAL
ASSEMBLY BILL NO. lo OF zozt)

Dr. N.joroge sutrnritted as firllou,s on the tlr,o llills:
L l)igital lending has gror,vn exponentizrlly in Kenya over the last fb'nv years drre to high

rnobile phone penett'atiotr, atloption of'nrobile-phone' based linancial services and ease of'
ttse ancl r:onvenience.

2. Ilegulated digital lending has 3.f) nrillion accor.ults u,ith a loan valrre of'KSh. ir0.6 billion
rvhich is 1.6(,/o of'banking sector lt>an book as at the encl of'.,\pril ztlqt.

3. IiinAccess Sttrvey 2ol{) shoui:cl that Llsage of rrnrequlated digital cleclit has gror,vn flonr
o.6% (2oo,ot)O) of'Kenya's aclult 1xr1;rrlation in 2ol6 to s3(% (z nrillion people) in 20lt).
-l-here is grorving uptalte of'rrnlegrrlated digital cle.dit btrt the nunrber ancl size of the
rrnregulated dieital creclit plovirlers is rrncertain.

1.. I-he fbllorving issues have arisen fi'onr unlegrilated digital lencling:
i. I Iigh indebteclness of'bon'olvers;
ii. Lack of consurnel' protection safi:grrarcls drre to lack of' trar)spal'er)cy in pricing,

aggressive rlebt collection ancl personal clata alttrse;
iii. Irinancizrl integrity concerns like Anti-Money Launclering/Cornbating l.'inzrncing

of'Terrorisrrr;
ir'. Mistrse of'C-r'eclit Ilefbrence Ilureau (C'RII) r'eporting lbr blackrnailing borro',vers;

and
\'. LlnevenPlayingfielcl-r'egrrlatoryarbitrage.

5. Actions taken by CBK against rrnregrrlatecl rligital lentling:
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i. Warnings to the llublic through speeches, pless confbrences, public notices,

dedicatecl l)age on CIBK website on fi'aud safbty ancl warned banks against
dealing rvith fi'atrdulent and rrnlicensed financial schettres;

ii. Carrying out of strrveys like the National liinAccess I [orrsehold Srrn'eys
conducted by (lBK, KNBS and FSD done in 2016 and 2ol{) and the CIIK
Innovation Sulvey clone in 2O2O;

iii. Withdrawal of'approval as third party sorrrces of intirrmation to CRBs
ir'. Regulation: ClllK hosted ()lobal Alliance lbr I"inancial Inclusion Fonrm on

Regtrlation of l)igital Clredit ancl dralted Digital Credit I)olicy and Ilegulations;
and

\'. Engagenrent: Afio-Asia I"intech l"esti'n'al 2o19 and 2o2o, related Afiica
Hackathons (F intech) Cornpetitions in 20 l9 and 2o2o and subsequent
engagernents with liintechs.

6. Central Bank of'Kenya (Anrendnrent) Bill, 2o2o:
i. The'scope is Iinritecl to nrobile phones, exclrrcles other digital channels;
ii. Too broad and applies to all entities inclucling licensed institutions like banks,

microfinance banks ancl sacc<>s; and
iii. Reconrnrended that it is shelvecl ancl Central Bank of'Kenya (Arnendrnent) I3ill,

2O2 l progressed.
i. Clentral Bank of Kenya (Arnenclrnent) Ilill, ztlz t:

i. Seeks to enrpower CBK to regrrlate and strpervise the conduct of'digital lenders;
ancl

ii. Seeks to address the issue of'unregulated digital lencling activities.

MEMBERS' DELIBERATIONS
t Ilegalding the setting of'the nrininrunr liquidity late and capital requirenrents fbr digital

lenders, the meeting was infbrnred that regtrlation on mininrunr liqtridity and capital rvill
be right sized fbr digital lenders.

2. Regalcling the capping of interest rates fbr digital lenders, CIBK rvill come up rvith
regulations that rvill ensr.lle that consurners are protected.

3. With regards to delays in issrrance o1'licenses to cligital lenders, the ()overnor statecl
that CIBK does not sit on licensing requests. Requests take long to be apyrroved becarrse

applicants fail to srrbmit all the reqtriretl infirrmation.
-1. Regarding the renewal of licenses annually, the rneeting was inftrrnred that licenses will

be paid fbr anntrally but digital lenders rvill not lrc required to reapply fbl the licenses.
5. Regarding cor)cerns that regulation of cligital lenclers rvill stifle innovation, the

(]ovelnor infbrnred the rneeting that innor,'atols shotrld not lrc allorved to nrn arnok and
that the innovations should be consistent u,ith the principles that are already set out.
CIIK does not intenrl to oven'egulate the inclustry. All they r,vant is to protect
consurtrel's.

6. Regarding the over indebteclness of' lrorrorvers, t]re (]ovelrtor notecl that it is a very
important issrre that neecls to be lookecl into. Infbrmation shorrld be provicled to the
citizenry on their flnancial options.

'i . Regarding listing of'crrstonrers on the CItBs, ClllK noted that that digital lenders shotrld
continrre rrsing CRIIs in a balanced way. -l-he data should be well protected.

8. C)n whether these Ialvs rvill stop pyranricl schenres, tlte (iovet'nor stated that the larv will
not stop pyranricl schernes. CIIK u,ill hor,vever erlsrlre that people are given the right
infbrnration on investn)ent.

9. Regarcling collaboration lvith the Oflice of the I)ata Clonrrnissioner ancl (-omnrunications
Atrthority, the Governor stated that this is very rvelcorne as it rvill enhance consumel-
protection.
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t lo. C)n the pro"'ision of dispute resolution in the legislation, the meeting was informed that

this is not necessary because disputes rarely arise. The larv shor.rld be clear to prevent
disputes.

11. Regarding the extension of the period of compliance with the law, the Governor stated
that 6 months after enactment of the law is sufficient. CBK will start working with
digital lenders immediately so that the licensing is tirnely.

12. The Committee requested CBK to submit documentation on legal fi'ameworks on digital
lending fbr countries that they had benchmarked rvith.

Detaik of the amettdments proposed b CBK on the two Bills ar"e contained in Part III of the Reports ort

the consideration of tlrc Central Bank of Kenya (Amendment) Bill (N.A. Bill No. -t7 of zozo) and the

Central Bank of Kenya (Amendrnent) Bill (N.A. Bill No. to of zozt).

MIN.NO.NA/F&NP/ sosr / eso. CLAUSE BY CLAUSE CONSIDERATION OF
THE PUBLIC PROCUREMENT AND ASSET
DISPOSAL (AMENDMENT) BILL
(NATIONAL ASSEMBLY BILL NO. s4 OF
eo2o) AND THE PUBLIC PROCUREMENT
AND ASSET DISPOSAL (AMENDMENT)
BILL (NATIONAL ASSEMBLY BILL NO. +S
OF aozo)

The Public Procurement and Asset Disposal (Amendment) Bill (National Assembly Bill
No. rl9 of zoao)
The meeting deliberated and resolved that the Bill be deleted in its entirety because the leap
fiom five hLrndred million shillings to twenty billion shillings is too high.

The Public Procurement and Asset Disposal (Amendment) Bill (National Assembly Bill
No. 94, of aoao)
Clar.rse 2(a): Delete because it is not clear what services are being brokered.
Clause z(b) (0)(a): amend by deleting the rvords " defined period' and replacing with the words
" period as defined in the contract doatment'
Clause 2(b) (6Xb): amend by deleting the rvord "persons" and leplacing with the word "Kenyani'.
Clause 3: Delete

MIN.NO.NA/F&NP/ 2O2I / 23II ADJOURNMENT/DATE OF NEXT
MEETING

There being no other business to deliberate on, the meeting was adjourned at l.og p.m. The
next meeting will be held at 2.OO p.m.

H GLADYS WANGA, CBS, MP
(cHATRPERSON)

\
SIGNED

L
...DATE....../ hU'^$ Lpl\
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MINUTES OF THE 49TH SITTING OF THE DEPARTMENTAL COMMITTEE ON
FINANCE AND NATIONAL PLANNING HELD IN TALEK CONFERENCE ROOM
AT EMARA OLE-SERENI HOTEL ON MOND IIY, I2TII JULY SOSI AT 2z3O P.M.

PRESENT
l. Hon
2. Hon
3. Hon
+. Hon
5. Hon
6. Hon
i. Hon
8. Hon
9. Hon
lO. Hon
I l. Hon
12. Hon
13. Hon
l*. Hon
15. Hon
16. Hon
17. Hon
18. Hon

ABSENT WITH APOLOGY
Hon. Catherine Waruguru, MP

INATTENDANCE
SECRETARIAT

l. Ms. Leah Mwaura
2. Ms. Jenniler Ndeto
3. Ms. Laureen Wesonga
+. Mr. Chelang'a Maiyo
5. Mr. Yaqub Ahmed
6. Mr. John N.ioro
i. Ms. Christine Maeri

Gladys Wanga, CBS, MP
Isaac W. Ndirangu, MP
Jimmy O. Angwenyi, MG[I, MP
Christopher Omulele, CBS, MP
Shakeel Shabbir Ahmed, CBS, MP
Daniel E. Nanok, MP
(Dr.) Christine Ombaka, MP
Andrew A. Okuonre, MP
David M. Mboni, MP
Francis K. Kimani, MP
Joseph M. Oyula, MP
Joshua C. Kandie, MP
Stanley M. Muthama, MP
Edith Nyenze, MP
.lames Gichuhi Mrvangi, MP
(Prof.) Mohamud Sheikh Mohamed, MP
Peter Lochakapong, MP
Qalicha Gufu Wario, MP

Chairperson
Vice Chairperson

Senior Clerk Assistant/Head of Secretariat
Principal Legal Counsel I
Clerk Assistant II
Research Officer II
Media Relations Ofiicer III
Serieant-At-Arms
Audio Oflicer

CM ADVOCATES LLP
l. Mr. Morris Muriu
2. Ms. Diana Gichurtr

LAWYERS HUB
l. Ms. Jennilbr Solovea
2. Ms. Selina Onyand<>

ECM CONSULTING
1. CPA Enoch Monari
2. Mr. Samba Omwoyo

DIGITAL LENDERS ASSOCIATION OF KENYA/PWC
1. Mr. Christopher Ndegwa (PWC)
2. Mr. Lampart Kerio

I



SAFARICOM PLC
Ms. Rosemary Koech

OXYGENE MEDIA
Ms. Acha Ouma

AGENDA
l. Prayers
2. Communication fi-om the Chairperson
3. Stakeholder engagement on the Central Bank of Kenya (Amendment) Bill

(National Assembly Bill No. 47 of aoao) and the Central Bank of Kenya
(Amendment) Bill (National Assembly Bill No. to of 2o2r)

+. Any Other Business
5. Ad.iournment/Date of Next Meeting

MIN.NO.NA/F&NP/ 2o2I / 223 COMMUNICATION FROM THE
CHAIRPERSON

The meeting was called to order at 2.33 p.nr. and a prayel' was said. fhe Chairperson then
called fbl introduction o1'those present befbre inviting stakeholders to make their submissions.

MIN.NO.NA/F&NP/ eoqr / eq4l
Agenda deferred

CONFIRMATION OF MINUTES

MIN.NO.NA/F&NP/ sosr / qss STAKEHOLDER ENGAGEMENT ON THE
CENTRAL BANK OF KENYA
(AMENDMENT) BILL (NATIONAL
ASSEMBLY BILL NO. 47 OF zozo) AND THE
CENTRAL BANK OF KENYA
(AMENDMENT) BILL (NATIONAL
ASSEMBLY BILL NO. ro OF aozr)

Stakeholders made their submissions to the trvo Bills as fbllows:
l. CM Advocates LLP

In their subnrission, they noted that it is irnportant fbr the government to regulate
digital lenders but at the sanre time, innor,'ation should not be stitled. The governnlent
shoLrld protect consunlers brrt not overregulate the industry.

MEMBERS' DELIBERATIONS
i. On rvhy they thought that some of the provisions in the Bills were ambiguous,

they stated that a timefrarne within rvhich CBK responds to a digital lender after
application fbr a license should be provided. Additionally, pro,''ision should be
nrade to ensure fhirness in licensing by CBK.

ii. C)n how consumers can be protected, they stated that digital lenders should be
required to har,'e a clear nrarketing strategy.

iii. On their ideal timeline within rvhich digital lenders should comply with the law
after enactrnent, they proposed that they should be given twelve nronths.

2. Lawyers Hub
In their srrbmission, they noted that there was a proposal pror.'iding that CBK should
har.e the power to set the ntinimum liquidity fbr digital lenders. They proposed that this
pror,'ision should be deleted because digital lenders do not engage in maturity

2



)
transfbrmation. They rvere also opposed to the setting of tirnelines within rvhich digital
lenders should be licensed after enactment o1'the law.

MEMBERS' DELIBERATIONS
i. On the timeline for compliance of'the law, they stated that it should be revised

fi'om 6 months to 9 months.
ii. On what can be done to ensure contintrity of br"rsiness tbr digital lenders as they

arvait licensing, they proposed that provision should be given fbr the restricted
license which will enable them to continue doing business.

iii. The Committee reqr"rested them to pro"'ide specific amendments to the Bills for
the Committee's consideration.

3. ECM Consulting/Nyanchoga and Associates
In their submission, they proposed amendments to the two Bills. They however noted
that it would have been better to introduce a new Iaw as opposed to amending the
Central Bank of Kenya Act.

MEMBERS' DELIBERATIONS
On why they rvere proposing introduction of a new law instead of amending the CBK
Act, they stated that this will ensure that the digital lending space is broadly covered in
law.

Details of the amendm.ents proposed by staheholders on the tuo Bills are contained in Part III of the

Reporh on the corusideration of the C.entral Bank of Keryta (Amendment) Bill (N.A. Bill No. 4.7 of zozo)
and the Central Bank of Kenya (Amendmerft) Bill (N.A. Bill No. to of zozt).

MIN.NO.NA/F&NP/ 2O2I / 2261 ADJOURNMENT/DATE OF NEXT
MEETING

-fhere being no other business to deliberate on, the nreeting was ad.journed at 5.li p.m. The
next meeting will be held on Tr"resday, l.9th .luly 2o2l at 9.Oo a.m.

H LADYS WANGA, CBS, MP
(CHATRPERSON)

.DATE. 5
Ui,

SIGNED tot{
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MINUTES OF THE 48TH SITTING OF THE DEPARTMENTAL COMMITTEE ON
FINANCE AND NATIONAL PLANNING HELD IN TALEK CONFERENCE ROOM
AT EMARA OLE-SERENI HOTEL ON MONDAY, IzTH JULY 9O2I AT 9:OO A.M.

PRESENT
1. Hon. Gladys Wanga, CBS, MP
2. Hon. Isaac W. Ndirangu, MP
5. Hon. Jimmy O. Angr.venyi, MGH, MP
+. Hon. Christopher Omulele, CIIS, MP
5. Hon. Shakeel Shabbir Ahmed, CBS, MP
6. Hon. Daniel E. Nanok, MP
i. Hon. (Dr.) Christine Ombaka, MI)
8. Hon. Andrew A. OkLrome, MP
9. Hon. David M. Mboni, MP
1o. Hon. Francis K. Kimani, MP
I l. Hon. Joseph M. Oyula, MP
12. Hon. Joshua C. Kandie, MP
13. Hon. Stanley M. Muthama, MP
14,. Hon. Edith Nyenze, MP
15. Hon. James Gichuhi Mwangi, MP
16. Hon. (Prof.) Mohamtrd Sheikh Mohamed, MP
17. Hon. Peter Lochakapong, MP
18. Hon. Qalicha Gufir Wario, MP

ABSENT WITH APOLOGY
Hon. Catherine Waruguru, MP

INATTENDANCE
SECRETARIAT

l. Ms. Leah Mwatu-a
2. Ms. Jennifer Ndeto
3. Ms. Laureen Wesonga
+. Mr. Chelang'a Maiyo
5. Mr. Yaqub Ahmed
6. Mr. John N.ioro
i. Ms. Christine Maeri

Chairperson
Vice Chairperson

Senior Clerk Assistant/Flead of Secretariat
Principal Legal Cor,rnsel I
Clerk Assistant II
Research Officer II
Media Relations Oflicer III
Ser'leant-At-Arms
Atrdio Oflicer

OFFICE OF THE DATA PROTECTION COMMISSION
l. Mrs. Immaculate Kassait
2. Mr. Augusttrs Mtrnyrvoki
3. Ms. Anne Nlenga
+. Ms. Rose Marero
5. Mr. Christopher Wambua

COMMUNICATIONS AUTHORITY OF KENYA
l. Ms. Mercy Wanjau
2. Mr. I.ukas Musembi
3. Mr. Matano Ndaro
+. Ms. Priscah Mutogua
5. Mr. Edward Rinkanya



INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS OF KENYA (ICPAK)
l. CPA lldu,in N{akori
2. Mr. [']lias Wakhisi
s. Mr. Ilillary Onanri
1,. Mr. E,r'ance.lunra
5. Ms. Nancy Moraa

DIGITAL LENDERS ASSOCIATION OF KENYA/PWC
l Mr. Kevin Mutiso
2. Mr. Hez.r'on ()ikanga
:). Mr. Ivan Mborva
l. Ms. N.jeri Wagacha
lt. Mr. Christopher Nclegrr,'a (l'}W(')

THE KUEQ LIMITED
Mr. Aristaricltus Kuria Weru

SAFARICOM PLC
Ms. Ilosetnary Koech

OXYGENE MEDIA
N{s. Acha Orrnra

AGENDA
l. Prayers
2. Conrnrunication fiorn the Chairpel'son
:1. Stakeholder engagement on the Central Bank of Kenya (Amendment) Bill

(National Assembly Bill No. 47 of zozo) and the Central Bank of Kenya
(Amendment) Bill (National Assembly Bill No. lo of 2o2r)

1,. Any Other Business
it. Ad.journnrent/l)ate of'Next N{eeting

MIN.NO.NA/F&NP/ 9o2I / 218 COMMUNICATION FROM THE
CHAIRPERSON

The nreetir)g was callecl to orrler at 9.90 a.nr. ancl a prayel' u'as saicl. 'I-he programrne lirr the
retreat rvas then acloptecl having been prolxrsecl by I Iou. .larnes N{u,angi, N{[' ancl seconcled by
LIon. .loseph Oyrrla, N{I'}. l'he ('hailperson then inviterl the Legal (-'otursel to brief' t}re
Conrrnittee on the tu,o Ilills.

MIN.NO.NA/F&NP/ qoqt / qrsl
Agenda defbrretl

CONFIRMATION OF MINUTES

MIN.NO.NA/F&NP/2O21/22O1 BRIEFING ON THE CENTRAL BANK OF
KENYA (AMENDMENT) BILL (NATIONAL
ASSEMBLY BILL NO. 47 OF zozo) AND THE
CENTRAL BANK OF KENYA
(AMENDMENT) BILL (NATIONAL
ASSEMBLY BILL NO. lo OF eoer)

Ms. .lennili:r Ndeto lrriefbd the Conrr.nittee on thc' C'llK (Arnendnrent) Ilill, 2o2o and the CBK
(Anrendrnent) Bill, 2o2 1. 'fhe nreeting noterl that:

l. Both tlills provide lirr regtrlation of'cligital lenclers hou,ever, the ClllK (Anrenclnrent) Ilill,
2o2l provides fbr regulation of dip5ital lenclers rr,ho are not legrrlatecl by any other

()



a

institution rvhile the CIIK (Arnendmr:nt) Ilill, 2020 pror.'ides fbr regtrlation of all dieital
lenders;

2. The ClllK (Arnendnrent) Bill, 2O2O fbcrrses on licensing rvhile the ClllK (Anrendrnent)
Bill, 2o2l filcrrses on regrrlation; antl

3. -I'he Clotnrnittee u,ill nrake a clecision ou hou' the tu'o Ilills u'ill be consiclerecl cluring
clause by clause cortsicleration of the Ilills ancl after listening to stalteholders.

MIN.NO.NA/F&NP/2021/2211 STAKEHOLDER ENGAGEMENT ON THE
CENTRAL BANK OF KENYA
(AMENDMENT) BILL (NATIONAL
ASSEMBLY BILL NO. +z OF zozo) AND THE
CENTRAL BANK OF KENYA
(AMENDMENT) BILL (NATIONAL
ASSEMBLY BILL NO. ro OF zozr)

The stakeholclers rvere invitecl into the nreeting. 1-he C)hairperson called fbr introcluction of'
those present befbre inviting stakeholclers to rnake sutrnrissions on the Central Bank o1'Kenya
(Amendnrent) Ilill (National Assenrbly Ilill No. 17 of'2o9o) and the Central Bank of'Kenya
(Amendnrent) I3ill (National Assembly Ilill No. lo of'2o21).

Stakeholders rnacle their sul>nrissions to the trvo Ilills as tbllorvs:
l. Office of the Data Protection Commissioner

'fhe l)ata Clornnrissioner srrbrnittecl that it is ir:r1>ortal)t to Plovide fbr <lata protection irt
the legislation zrs this is very inrportaut to consunrel's.

MEMBERS' DELIBERATIONS
On horv the ollice car) ensrlre that clata is protectecl ancl there is ease of'doing btrsiness,
the Ms. Kassait infbrnred the nreeting that the Neu, Cllause l3B(2) that they were
proposing to be insertecl in the llill rvill take care of'data protection issrres. 

-I-he cligital
nroney lenders rvill lrc reqLriled to declare that they u'ill protect their clients'clata
clrrring registration. Befbre being registererl as digital nx)ney lenclers, conrpanies u,ill be

requirerl to provicle certificates of'registration as clata processors fi'onr Ol)l']Cl.

2. Communications Authority of Kenya
'fhe acting Director General, Ms. Mercy Wanlau srrbmitterl proposecl anrenclnrents to
the two Bills incltrding an anrenclnrent to provicle fil'the licensing o1'digital lenclers by
the ICT legtrlator.

MEMBERS' DELIBERATIONS
i. On rvhy CA was opl)oserl to havins a tirneline rvithin u,hich digital lenclels

should conrply with the lar,v aftel enactnrent, Ms. Waniarr explained to the
rneeting that this rvas because of the erperience gainecl fi'onr rnigration to digital
broadcasting. She stated that a nrechanisnr that is llexible shoulcl Irc provirled e.g.
a clause be inserted to provicle that the Clabinet Secletary can oPen rrP the lleriocl
shoulcl it be necessary. 'I-his rvill ensrrre that there is no neecl to arnend the larv
soon after enactlrrent.

ii. On (lA's role in regtrlation ot'rligital lendels, the nreetin!{ wzrs infirrnred that
ClllK is the primary regulatol of digital lenclels. CA provides a ti'anreu'ork firr
digital lenrling. (lA anrl C'llK have an MOLI on the regrrlation of'digital lenclers.
Additionally, (lA has C-'onsunrer I)r'otection Ilegulations and Quality of'Sen'ice
Ilegtrlations.

iii. 'l'he (lornnrittee reqrrested CA to avail the MOLI, the (lonsLrnrer l)rotectiorr
Ilesulations and the Qrrality ot'Selvice Ilegrrlations to the Conrnrittee.
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3. Institute of Certified Public Accountants of Kenya
In their submission, ICI'}AK noted that there is neecl to cap the interest late charged by
digital lenders to their consulitet's. l-he CtrO, Cll'A Makori strbnritted that sonre digital
lenders were charp;ing interest rates as high as 3Oo/o per nronth to their consuntel's
which is exploitative.

MEMBERS' DELIBERATIONS
i. On the rate at rvhich interest chargecl on loans oflbred by digital lenclers should

be capped, CI'}A Makoli undertook to strbnrit their proposal to the Clonrnrittee.
ii. On hor.v a sa(b enr.'ironrnent can be providecl in the cligital lencling space, CPA

Makori infirrrned the rneeting that technology is evolving fronr tinte to titne and
it is therelirre important to inr,'olve all players when cotning up rvith regulation
fbr the industry.

4. Digital Lenders Association of Kenya/PricewaterhouseCoopers Limited
DLAK sr"rbrnitted that (lIlK should only register digital lenders and not license them.
DLAK shorrld serve as a delegated sell-regulator fbr digital lenders. Additionally, there
should Irc no tinrelines within which cligital lenders shotrld be licensecl after enactlnent
of the larv.

MEMBERS' DELIBERATIONS
i. On the high interest rates chargecl on loans by digital lenders, the meeting was

infbrmed that the loan period fbr loans given by digital lenders is one nronth.
That therefbre nreans that the rates apply once on the loan ancl a late fbe chargecl
fbl those rvho fail to pay the loan in tirne. -fhe rate only applies to a respective
month and not each month of'the year. They stated that the highest interest t'ate

charged by their menrbers is l|Vo.
ii. Ilegarding the capping of interest rate fbr digital lenders, the meetin.r{ was

infbrnred that that conrpanies nray not be able to break even ilthis is done.
iii. Regarcling the introdtrction of multiple lanttuages on data s}raring infbt'mation,

they statecl that it is a good suggestion.
ir'. On the introcluction ol the F inancial Onrbtrdsrnan, they submitted that this is

inrltortant as it r,vill rerluce any backlog of'cases rvhen clisputes arise. It w'ill
provide declicatecl specialists r,vho trnderstand the rvorkings of the industry fbr'

speecly resol trtion of' disputes.
\'. On the importance ot'CRII Iistings to the digital lende'rs, the meeting \!as

infbrrnerl that there is no collateral in the digital lending space antl the listing on
CIRBs is a sort of grrarantee fbr the lenders.

vi. 'lhe Contrnittee requested l)LAK to avail data on their nrenrbers incltrding the
interest rates and other charges paicl on loans.

5. The Kueq Limited
They proposed that a nerv larv; "Digital l,-iuancial Seraices U Prorhrcts..4cl' shorrld be

introduced instead of'anrending the C)entlal llank of'Kenya Act.

MEMBERS' DELIBERATION
Regarding the capping of interest rates fbr digital sen'ice lenders, they were of'the
olrini<rn that the interest rate shoLrld be capped at l8o/o.

t
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a Details of the am.endmmts proposed by stakeholders on the hto Bills are contained in Part III of the

Reports on the consideration of the Central Bank of Kmya (Amendment) Bill (N.A. Bill Na ,17 of eoeo)
and the Cmtral Bank of Kcnya (Ammdment) Bill (N.A. Bill No. Io of zozt).

MIN.NO.NA/F&NP/909I/9991 ADJOURNMENT/DATE OF NEXT
MEETING

There being no other business to deliberate on, the meeting was adjourned at l.sZ p.m. The
next meeting will be held at 2.3o p.m.

GLADYS WANGA, CBS, MP
(CHATRPERSON)

U"
SIGNED .DATE 5 ATAI
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