
No.

I assent

F.A ['I I.IAM
o r,' I(tiNYA
I,IBRARY

2013

,2013

I

THE REPUBLIC OF KENYA

HlS' EXCELLENCY THE PRESIDENT

UHURU KENYATTA

President

t)"-
ah Do"".^^b"a

I An Act of Parliament to amend the Capital Markets Act
and for connected purposes



r

THE CAPITAL MARKETS (AMENDMENT) ACT

No. of 2013

An Act of Perliamcnt to cmcnd the Capitel Merkcts Act rnd

for conncctcd PurPmcs

ENACTED by thc Parhamcnt of Kcnya, as follows -
shon r,rl. l. This Act may bc crtcd as the Capltal Markets (Amcndment)

Act, 201 3.

Am.ndm.nr 2. Sectron 2 of thc Capttal Markcts Act, in lhls Act rcfcrrcd to

llE"i*'".thc"pnncrpal Act", is amcnded -

,la5A
(a) by dclcring thc dcfinrtion of thc word "agcnt" and

substrtuting thcrefor the followrng new dcfinrtion-

"agcnt" mcans any person appointcd in writing by a

licinscd pcrson, c*icpt in a dcnvativcs markct, to pcrform

any of thc functions ordinanly pcrformed by thc liccnscd

Pcrson on bchalf of thet liccnscd person;

(b) in the dcfinrhon of "collectrve investment schcme" by-

(i) delcling thc words "whtch rs incorporated or
organized undcr thc laws of Kcnya" appearing

immcdlatcly aftcr thc words "othcr schcme" and

sub6titullng thcrcfor the words "whethcr or not

establtshed or organrzcd in Kcnya";

(ii) deleting thc phrasc "occuPatlonal pcnsion schcmc"

and rcplacrng ll with "rctlrcmcnt bcncfits schcme" in

Itcm (vl);

(c) rn rhc dcfinttion of thc word "dealcr" by inscning thc words

"exccpt cxchanBc-traded dcrrvativcs contracls" immedrately

aftct thc word "sccurltiGs";

(d) in thc definrtion of thc exprcsston "deahng in secuntlcs" by

insentng thc words "exccPt ln cxchangc-traded dcrivattvcs

contracts"-

(r) tmmedtately aftcr thc word "securltlcs" appearlng ln

ParagraPh (a)l and

(ii) rmmedtately aftcr the word "securltles" appcaring tn

ParagraPh (b);

)
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(c) by deleting thc de{initioo of 'dcrivetives dcelcr-;

mt

mar*ct"
mertel"

(f) by delcting thc dcfinition of "futures cmtncr- md
substituting lhcrdor thc following rrcw dcrinition-

"sl6hengc-tndcd dcrivuivcs cooErct- mcatrs u
agr€rncnt to buy or scll r prrticulrr sec1rrity or othat
finmcirl irstrumcnt or comnodity for dclivcry o
scttlement in thc futurc, rt r pricc tbt is egrwd upon wbcn
thc contsact is mrdc, which oUi3rtcs ch Fny to lhc
contnct !o fulfil the cootnct rr thc spccificd Fict end rt'ar
may bc scnlcd by dclivcry, crsh or dscr rt . dcriv.tivG
cxctrngc duly liccoscd by thc Autbority;

(g) in thc dcfinitim of idcmrrio ncmrodum" by
inscrting tb words'rd includc r sh-fao FGpcG,r shclf procpcctus, idonnetio mticc, en drrhg
rDcrntrrdum in rcspca d lssct H.cd sccrritir= eod e
sryplcrDcotrry procpcctrls' iuuncdirtdy .fur fu rod
'prHic" epcerint rr the ctrd d thc ddinitirn;

(h) in thc dcf,rnitio d'invcsomt dvistr,, by ddaing thc
phnsc -by rulcs or rcgulrtio'r, dclcrminc- rpcering itr
pengnph (5) end subcinrting rhcrtf,a rhc rcd
'prcscribc-;

(i) in thc dcfinition d thc cxFcssion 'oycr thc countcf by
inscrting thc words "cxccpt in cxch.ntc-tr.dcd &rivrtivcs
contracB' immcdirrcly effcr thc word 'sccuritics" ;

() in thc dcfinition of thc wod'quotetion" by-

(i) inscning thc words 'or e dcrivrtivcs excb.Dgc"
imncdiatcly rfEr rhc words "sccurities cxchenge";
rnd

(ii) inscrtiog thc words
immcdittcly efter the
whcrever it occurs;

'or r dcrivetivcs
words "sccurities t

(k) by dclcting thc dcfinition of the word "sccuritics- ud
substirudnt thcrcfor thc following ncw dcfinition-

"sccuritics" meens -
(a) sharcs in thc sherc capitd of e company ("sharcs");

(
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(b) any instrumcnt crcatlng or acknowlcdglng' 
iniebtcdncss which is issued or proposed to bc

rssucd ("dcbt securitics");

(c) loan stock, bonds and othcr lnstruments creatlng or

acknowledging indcbtcdncss by or on bchalf of the

Govemmcnt, Ccntral Bank, or public authorily
("Govcmment and Public cntitles");

(d) righs, optlons, or intercsts, whcther describcd as' - 
,nis or othcrtntsc, in, or ln rcspct of such sharcs,

debt sccuritics and Government and pubhc

sccurities;

(e) any right, whcthcr confcrrcd by warrant or

othcrwisc, to subscribc for shares or debt securltlcs
("warrants")i

(f) any optron to acqulre or dispose of any other

securltY;

(g) futures ln rcspcct of sccuflties or other asscts or

proPerty;

(h) securities and collective lnvestment
products structurcd in conformlty wlth
prrnciples for tnvcstmcnts;

0) unr$ rn a collcctivc invcstmcnl schcmc, tncludtng
sharcs rn an invcstment company, or othcr slmllar
cntltrcs whethcr cslablishcd in Kenya or not;

(,) rntcrcsts, rights or Propcrty, whether in the form of
an instrumcnt or othcrwlse, commonly known as

securitrcs;

(k) thc rights under any dcpositary rccelpt tn tespect of' 
sharei, dcbt sccuntles and warrants ("deposttary

rcccips")t

0) assct backcd securitics; and

(m) any other instrumcnt prescrtbcd by the Authority to

bc sccuritics for thc purposcs of this Act'

but docs not includc -

schcmc
Islamic

I
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(i) sccuritics of . privatc company, olhcr than
rrscf backed sccuritics:

(ii) bills of cxchangc;

(iii) promirrcry notcs, othcr thar assct backcd
sccurities;

(iv) ccrlificatcs of dcposit issucd by a bank; and

(v) any othcr instrument prcscriH by thc
Authority not to bc sccuritiG for thc purposcs
of this Acr;

() by dclcting lhc dcfinition of "sccuriues cxchangc" rnd
substituung thercfor thc following new dc{inition-

"sccuritics exchange" mcans a mrrkct, dcrivrtivcs
cxchange, sccuritics orgrnization or othcr placc at which
sccuritics erc offcrcd for srlc, purchasc or cxchange,
including .ny clcaring or scnlcmcnt, with or withour
novation, or lnrnsfer scniccs conncctcd lhcrcwithi

(m) in thc dc{inition of "ueding panicipanr", by dclcring
thc phresc "liccnscc of thc Authonty" and
substituting thcrcfor the words "licensed person";

(n) by inscning thc following ncw dcfinilions in thcrr
propcr rlphebcticd scquenoc-

"dcrivativc. cxchangc" r.clns a sccuritrcs cxchangc
which hrs bccn granted a liccnsc to hsl cxchangc-
tradcd derivativc contncts by the Authority undcr thc
Act or rpprovcd for sucli y..;;poscs and in accordancc
with thc rcguletions issucd thcrcundcr;

"dcrivatives markct" mcans a placc rt which, or a
facility, whcthcr clcctronic or othcrwrse, by mcans of
which offcrs or invttetions to scll, purchrsc or
cxchrnge-tredcd dcrivative contrects arc rcgulerly
madc on a ccntreliscd basts, bcing offcrs or
invitetions thal arc intcnded or may rcasonably bc
cxpcctcd to rcsult, directly or indircctly, in thc
acccphncc or making, rcspoctively, of offcrs to scll,
purchesc or cxchrngc-tradcd derivativc contrrcls,
whethcr throuSh that placc, facility or othcrwisc, but
docs nol inchlde-
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(e) lhc ofricc or frilities of a &rivdive bnolcr; or

(b) rhc f*ililier of a clcarinllnsc;

-exchaorc-lnded dcrivativc cofltta'ls",ncanJ Jt'ndsrdizcd
t"* of-r."uriti.t or finamiel inslrunl'nlt which &dvc
i'tt[ina,* f]orn thc veluc of undcrlylnt rtlclt, indiccr, or
ir crc$ r.16 lhal arc transeclcd on a liccnlcd dcrivetivcr
crchante;

-croctt- in trSDGd of 3 m.ttcr or an opinior, ttlGlllt '
ocrion rhoc irofcsrion, occuFtiorl, rcliSiour sLndint'
irpcrtisc s tt?utetiotl glves authorily lo r ,a.lqnc't tniroc

by lhal pcrson in rclation lo lhat m3tlc, of oPlnlon;

'futurcs brolcr- mcans a body corPorrtc .dmi$cd inlo lh'
mcmbcnhip of e &rivnivcr crctan'c end duly- liccnscd by

rhc Authority lo cnla'lc in thc burinccr of lttdint -in
.*"r,"n:"-lrlita adiarlvcs c<lrtrecs .t rn 

'JCnl 
ftr

invcrroil ir rdurn for a commigion end on i$ orvn

rccol,tl:

-futrcs nrrnbcr" rfiaso . P?tto, admirlcd lo rh'
mcmbcnhio of a fuurcr crchan3c ln *cadencc rilh tlr
Rcrulakni ffi $trdct thc Ad .nd ru|cr of lh'l
dcivarircr crchen;: hrl dct ,Er dctnrc r shrrclpldcr or

an cquity holdct of lhzl dctivdivc crch.'tt;

-REIT memgcf nfrttu . ccltttptry i*otWr*d in Kcnyr
and liccoscd- R lhc Aulhotiry o poidc rcd cslzlc

rn.n tcrrEr rcnkcs in Jctgccl oi a JGal 6l a invc nr
lrusl"

-sophigic{cd it vcgol- rEam-

(.) a Frtotl who is liccnrcd utdct thit Acl;

(b) an .ulhotizcd ccltsr€ rr a colhctivo invcrl'ncn'
sahctnc:

(c) a bank, a rsbsdiery of a bank' imutatcc compdy'
co-o,pcraaavc !r,.-irIty, anfiof! fund' p:nuon or
rclitcnlcfl futrd: ot

tI

,

(d) an individual , cotttryy ' penrrshp' ase<ELlon ot '
t.nslcc oo bclstf of e trusi which' cirhcr alonc or rith
any associacs on a iinl rcor; subacribcs for
rcsriti.s ,ilh .o iJslt Fl<c rs OE Aurhotily m'y
prcscribc flom lirrc l,o llrna:
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"trustec" in rclatlon to rcal cstatc invcstmcnt trust or a
collcctivc invcslmcnt schcmc, mcans a pcrson appointed
under a trust dced of a rcal estatc tnycstment trust or a
collectivc investment schcmc, as thc case may bc, as its
trustee.

Meaning ofthe 3, For thc purpose ofthis Act-
term associate.

"assocratc", in rclatlon to -
(a) an indivrdual, mcans -

(i) a spouse, son, adoptcd son, stcp-son, son-in-law,
daughter, adoptcd daughtcr, srcp-daughtcr, daughtcr-
in-law, fathcr, stcp-fathcr, fathcr-in-law, mothcr, step-
mother, mother-lnJaw, brothcr, stcp-brothcr, brother-
rn-law, sistcr or stcp-sistcr, sistcr-ln-law, grand chrld
or spouse of a grandchild; of that rndividual;

(l) any company in which that indrvrdual is a dircctor or
sccretary, has a controlling lntcrcst or is thc
controlllng intcrcst;

(rir) any company rn which that rndividual, or any of thc
persons spccrfied rn subparagraph (i), has control of
twcnly per cent or morc of thc vohng power on
appointments to the board of dircctors or cntitlcmcnt
to dividends ln thc company, whethcr such control ts
excrciscd rndividually or jointly;

(iv) any employee of that rndrvidual;or

(b) a company, mcans another company ln which the flrst
mentioned company has control of not lcss than twenty
percent of lhe voting power in that company,

and a rcference in thrs Act, rcgulatrons, rules, guidelrncs or
notlces rssucd thcrcundcr, to an associated pcrson or

'assocrated comDany shall be construed accordrngly.

4. Sectlon 8 of the prrncrpal Act ls amended rn subscctron (3) by

(a) deleting the words "recommend to thc presrdcnt" and
subsntutrng therefor the word, "appornt", and

I

i
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(b) dctcting thc words .for spPointmcnt"

immcdletcty aftcr thc word "sccuon"'

I

I

At,rndmcnti 5. Section l0 of thc pnncipal Act is. amcnded in subscctron (l)
ro-*c'o.' r0bv inscrtins tte *ora.:;iriaiiints or noti""s" immcdiatcly aftcr thc

[;f word"rcgu'iations".

Antidnr.ntt '5. Section I I of thc principal Act is amcnded-
to rcctron I I

Uf (a) in subscction ( l) (b) by insc-rting' the words "and

a"'i""ti""s it't"ti' i*rn"orat"ty after ihc words "securittcs

markct" whcrcvcr thcy occur;

(b) rn subscction (3)' bY-

(i) irnerting thc words "or cxchange-tradcd dcrivattves

""*#3"-i;;;iitoly 
rftcr thlc w-ord "secuntrcs"

wncrevcr it occurs in pangnph (cc) (iv);

(ii) dclcting paragraph (d).rnd substituting thercfor thc

following ncw Par'grapn-

, (d) to issuc guidclincl ard- lotr^cT on all mattcrs
'' \-/ 

Jttrti' i'Ji"itarction of thc Authority undcr this

inscrung thc words

immedietclY aftcr the

appcering in ParagraPh (c)l

No.

aPp€anng

"dcrivatives brokcr"
word "stockbrokcr"

exchange"
"sccuritics

pangnph

(iit)

(iv)

(v)

(vi)

inscrtins thc words "derivativcs

i.r"aiit"tv aftcr thc words

"i"ri*i"" 
ippqring in Pangraph (O;

inscrtinc thc following ncw

immcdiitelY aftcr plngraPh (f)-

rny pcrson dulY liccnscd bY a

forcisn authority to carry on

scd aitivitY in KcnY. which

liccnsc or eh ePProval undcr this

ff;f li 
", 

q;* 
J;,$' ;3:d:i}*siJr1*

words "securitrcs" and inscrting. the- woros

"derivrtiYcs cxchangc" immcdiatcly aller Inc

words "sccuritics cxchangc" appcanng ln

paragraPh (P);

,(fF) rccognizc
Proscribcd
enY liccn
rcquires e
Act;
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(vii),dclcting.thc word ..rules" 
rnd subsaitutinq rhcrcfol

rlrc word ..noriccs'. 
in peragnph a;i.--- 

-" -*'""'

7. Scction 12 of thc principel Act is emcndcd -

(a) by dclaing the words ,.powcr of lhc Authority to issucrutcs, r€But.rions end guidctincs. 
"pp*;;;l; ,h.;;;

yF. ird subariruring thcrrfor rhc J,i ts -F"*"i 
"iir,.Mtntstc !o rssrrc rulcs and regulalions,,;

(b) in subscaion (t) by-

(i) dclcti-nt thc inlroducrory paretraph and substiruring
thcrefor rhc followlng nc* paiglph ------""o

"(l) Thc Ministcr shall formularc such rutcs and
rcguletions rs may bc requircd to rcgulal6 ;.- -'-

(ii) inscrting lhc words -dcrivarivcs bro&crs-inrncdirrcly .ficr lhc word .ri*f *Jil-
rppcarint in paregmph (b{i): ---'-

(iii) inscrtrng thc words .,or cxclrangc-tradcd dcrivraivcs
contraoB" immcdiatcly eftcr tL *orA ..*unii"r.;
appc.nnt in Fngnph (bXii): and

(iv) inscning *,c words..or a dcrivalivcs exchanpc,,immcdiecly .frcr rhc words ..oi ;'];;;"i
crchenge- appcering in paragnph (bxiii)a

(v) inscnint lhc following ncw paragraph immcdiatcly
afrcr prregraph (h) -

(hh) tlrc rtsuc and subsequcnt tradtng in Kenya. ot
offcrs approvcd outstde Kcnya:

(vi) inscrring thc following ncw r;grasmrfis
imrncdiarcly afler pragraphinl_ ' ---o'-!"'r

"(o) the fin ncial pcnahtcs or sancltoos for bn:rchot rutcs, guidclincs or noliccs madc or issucd bvlhc 
. Aurhorily or non_complia*" ;:i;-- ,;,.

rcquircmcns imgxcd by rhc Aurhodryl

(p).thc fces 
- 

payablc annually by a sccurtrcserchantc, dcnvatives cxchangc or ccnlral
dcpository or for sccunlics or cxchangc_tradcd
derivalivcs conlracas' lransaclions, licences and

i

o

ArlttrdrlnE
l,o Lli(n 12
dC.C
,.tSA
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aPproY.ts rcquircd by this -Act to bG is3ucd ol

tr.ntcd on rn tpPlication lo thc Aulhority;

(q) thc discloeurc Equir"ncns rT d olhcr lcrms and

"ot 
diti-t on which sccuritics or exchrnSe-tradcd

O"ri,"ri""" oontrrtt m'y bG hstcd or dc-listcd

fmm a sccuritics exclllntc or r dcrivatiYcs

cxchan3c, rtspoctivcly' or crfrcrtd for salc o thc

PlUic or a sccriol thcrcof;

(c) in subscction (2) by &laing thc words 'ru|es'
rcguletions end guidelines" 'ttd 

3ubtitutinB
r#refor thc words'ru16 rod rtgulrtiom"'

lcni o. t. Tttc FlrlciFl Act is 
'mcrdcd 

by edding thc following new
*6, l2A sccrion ilrrmcdiatcly eftcr scction 12-
llr (19.
a35A

f2A. (l) Ttc Aulhority my i*nr such 3ui&lircs
md noriccs- rs rhc Aurhority colrsidcrs nccc*rery for tlt
tcna carryi4 orr thc fulrtions of t}c Authority udcr
$is Acl and in Fnic,trl.t-

(e) for r}c rGluLdd of c.PtEt mertar uiv-iticc
ild DioduGE 3ubjGtl !o thc esscssmcot c thc

errcir ro rbidr rf,cy rpproprirtcly cetcr for-

(i) efiicicot, or&rly end frir o'Pcntioo of
ric qwnr' podrrr or inrrmcdierics;

(ii) .dcqualc Provisions fa risl' 
m.rnlgcmcot 

-rrd 
controls on nrutcl

misfcesencc:

AraontrbrE
]rdi-r rd
Dlrclr.

(iii) rh pioFt
imercss attd
disclcwc: and

Prolccrion of
epproprirtc

invcsl8
lcvcl of

(1v) e frilitetivc Gnvirstmc't
lrattsFrt'nl oPcfaliollsl

(b) rhc slodar& ro b. dhcrd to by rcgulalcd
pcrsoos in lhc cordlrl of thcir hrin6s;

(c) thc .tl.inrEol of .ny objorrivcr of thc

Auth,qily;

(d) .tty ,ndtcr rcbtin3 to any porrcr' dtty or' ' fuioirn coofcntd a lmFccd on thc

for



No.

ArrndfiEnB
lo r-ri6 lt
oa C.p
,n5A

AnrcndrDtnlr
lo tccum 19
of ctp
,rt5A

l0
Copiral Mark rs (Amcndm.n )

Autbority undcr this Act or any
lcgisletion adminisrercd by the Authority

MB
other

(e) thc supervision of pcrsons liccnscd bv a
prcscdbcd forcign reguletory euthority; end

(f) thc opcration of any provision of this Act or
.Jry other lcgislation vcsting rcsponsibility in
thc Authoriry.

(2) The Aurhority may publish guidclincs end
noticcs issucd under subscclion (f) in such manner rs
thc Aurhority mty considcr epprcprietc.

(3) Thc guidclincs end' norices issucd undcr
subscction (l) slnll be subjecrcd ,to commcnt by
strleholdcrs and the gcncnl public for I pcriod oi
thirfy deys from thc dete of issue, and notification for
thet purposc shdl bc made through edvertiscment in .t
least two daily newspapen of national circulation and
in thc clcctronic mcdia.

9. Scc-tion lE of thc principel Acr is amcndcd -

(a) in subsccrion (2) by delctrng pengraph (cc); and

(b) in 
. 
subsection (3) by dclcting the word ..Aurhority" 

end
substituting thcrcfor thc words ..lnvcstor 

Compcnsation
Rrnd Bord" whcrcvcr it occurs.

10.
words-

Section l9 of thc principal Act is amcndcd by inscrting thc

(a) "or a dcriyativcs exchange" immcdiatcly aftcr thc words
"sccurities cxchangc" appeanng in thc first linc;

(b) "or e dcrivatives mtrkct,' immediatcly after thc words
"sccuritics markct"; and

(c) "or a dcrivatives cxchange" immcdiatcly after rhe words
"securirics exchangc" appcaring in the third linc.

ll. Scction 20 of thc principol Act is amcndcd-

(a) in subscction (l) by inscrting the words.,or dcrivarivcs
exchangc" immcdiatcly aftcr the words ..securitrcs

cxchargc";

{

to tcc(on 20
of Crp
,A5A
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(b) rn subsection (2) bY-

(i) inserrrng thc words "or &rivativc3 cxchange"

immcdiircly after thc words "sccunttcs

exchangc"; and

(ii) rnsertrng thc follo+rlg nerv peragnph' 
rmmcdritelY aftcr Paragrefl (b)-

(c) rhe applican't has me& ad &ptcd rules m' ' .o.pii"r*" wlth thc Acl ad 
'ny 

Rcgularion+

madc thercundcr;

ac) ln subE.ction (4) bry ins.ning [h rsds -6 t &rir'rrcs
cxchange- rmrtcdietcly aftcr tlc rqds -scrrrrucs

erchangc-,

(d) in subsccllsl (5) by inscrrinB rE vqdr -a a drriviirts
erchangc" imurcdiarcly drcr d: x('& -st.rnE's

exclnngc";

lc) in sub6.ctim (6) b)' inscninE thc ao& *a r dcriYircs
cxr'hmgc" rmnrcdiatcly afr" lhc vrrds -sGcrlrEs

crclrangc-;

(f) in suhccric (A b, itrscrlitrt tIE Ydt -q t ltit'q-lI
crchrBc- iEmcdi.lcty drcr th' ts& -s.cl[llr6
crcheogc-; ad

(c) ir subcctio (t) by inscrtint thc words 'or r dcrivetivcs

cxclnrgc" imnrcdietcly aficr thc tords -sccunucs

crcbge".

12 Scctim 2f of lh. pdnciFl Ad is arncr d-

(r) iD subccclior ( I ) by iLscrrlng lhc words *or 
a &rivrtivcs

crctangc- imnrcdiatcly after tlrc words -sccunllcs

crchangc;

(b) in subs.ctiul (2) by inscrllng thc words -or a derivaltvcs

cxchangc" lmmcdiatcly aficr thc words "sccuntles

cxchangc";

(c) in subscction (3) by insertrng thc words "or e dcrivattvcs

cxchange" immcdlatcly aftcr thc rvords "secunltcs

exchangc" whcrcver thcY occur;

Ar.-
b..tr- 2l
oa C+
/as^
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(d) rn subscctton (6) by rnsertrng the rvords..or a denvaltves
exchange" rmmedlately, after lhe words ..secuntles
e xcha nge"

2lA, 2 tu
end 21C,fl
Cap {8-54

13. The prrncrpal Acl ls anrendcd by rnsertrng thc follorvrne ncrv
sectrons rmmedrately after sectron 2l _

No.

lo rcctron 22
of C.p
,rE5A

lnrcnron of

22A.228.
22C,22D.
.nd 22E 

'nC.p 4E5A

Sccurrtrcs crchangc

Sobm,ss'on of rutcs

rbroSalc rulcs

DrrEctrons lo r
sacuntlcs crchan!c
rnd r fururcs
cxchrngc

. 2lA. An approved secultres exchange may make
rules for the carryrng out of trs funcr-rons ind, rn
pantcular, for the regulatron of tts acttvttres, products,
syslems and fees

. 2lB. Not lcss than lhtrry days prror to rhe proposed
date ol rnlroduclton of the rules made undei sictron
21.A, an approved secunrtes exchange shall submrr the
rules lo the Authonty for revrcw a;d constderatton to
determtne lf there extsts nsks that have not been
adequatcly mtrigated In the proposed rules.

. 2lC. Sublect to seclton 2lB, the Aurhonty may
abrogate any rules madc under sectton 2lA ri rherc
exrsts rrsks that havc not bccn adcquarely mtttgatcd tn
thc rulcs

14. Sectron 22 of thc pnncrpal Act rs amended_

(a) rn subscctron (l) by rnsertrng thc words,,or a denvatives
exchangc" tmmedtatcly aficr the words .,sccuntt;;
exchangc",

(b) rn subscctton (2) by rnsertrng thc words ,,or derrvatives
cxchange".rmmcdlatcly after thc words,,sccuritrcs exchangc,,
whcrever thcy occur; and

(c) in subsection (3) by rnscrtlng the words ,,or a denvatrvcs
exchange farls to act agatnst a futures membcr" tmmedlatelv
after the words "a Lsted company

15. Thc princrpal Act rs amendcd by addrng rhe followrng new
sectrons tmmediately aftcr section 22_

22A. (l) Thc Aurhonry may, by noticc in wnting,
issuc a general or spccrfic dircction to a securitiJs
exchange or denvatives cxchangc whcrc rt considcrs it
necessary or cxpcdrent-

l
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(a) to cnsure-

(r) the fatr, transParcnt and

operatton of a securltles
defl vatt ves markel,

(d) any other matter that the

consider neccssary for
admlnrstration of thls Act.

(a) the cleanng or setllement of securllles or
cxchange-traded derlvatlves contracts and the

makrng of adjustments to contractual
oblrgatrons artsing out of those securltles

transactrons or exchangc-traded dertvattves

contractsl

No

effrctent
market or

Authortty may
the effectrve

(lr) thc falr, transparcnt and effectlve clearing
and settlemenl of transactions ln

exchange-traded dertvattves contracts or
securrtlcs lransaclrons.

(ril) the rntcgnty and proper managcment of
systemrc rtsks tn securltles markets or
derivattves marketi or

(rv) a farr and propcr govcrnancc structure of
the securtttes cxchange or dcrivattves
exchangc.

(b) rn the lnlerest of the Publlc; or

(c) for the protectlon of the lntcrests of invcslors

(2) Wrthout prcjudice to the Scnerahly of
subsectlon ( I ), a dlrectlon rssued by the Authortty may
provrde for-

(b) the tradrng or the termlnatlon of tradtng on or
through thc facllltles of that securttics cxchangc

or dcnvativcs cxchangci

(c) thc manncr tn whtch a secunties exchange
carfles on lls buslness, tncludtng the reportlnS

of off-markct trades by tradrng partrcrpants of
thc sccurines cxchangc; or

I

I
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228. ( I ) Thc Authority may, whcrc-

2013

(a) thcrc is in pla, .n act of Govcrnmcnt
affccting sccuritics or commoditics;

(b) thcrc is a major markcr disturbancc which
prcvcnts thc market from rccuratcly reflccting
thc forccs of supply and dcmand for such
sccurities or commoditics;

(O therc is a threatcncd or actual manipula0on of
thc markcti

(d rhe Authonty considers it ncccssary or
expcdient in the lntcrcst of thc public or for
thc protcction of thc intcrests of thc invcstors,

direa, by notice in wrihng, a sccuritrcs cxchangc or a
dcrivativcs cxchangc to take such actlon as the
Authonty consrdcrs noccssary to -

(i) mainlain or rcstore thc fair, cfficient and
transparcnt trading in sccuritics or any
class of sccuntics or exchange-traded
dcrivatlvcs contracts or any class of
cxchangc-tradcd derivatlvcs contracts; or

(rr) hquidatc any posttion in rcspcct of any
sccuritics or any class of sccurities or
cxchangc-tradcd dcrivativcs contracts or
any class of cxchangc-tradcd dcrivafives
contracts.

Fo*G.t d tl.
Auih.rty b

op.rrri[r of
anrricr ud
frl't' clclErl6

(2) A notrcc issued under
includc a dircctive -

subscction (l) may

(a) tcrminating tradrng on a sccuritlcs market or a
derivativcs market or trading of a spccrfic
secunty or a cxchange-tradcd denvatives
contract;

(b) suspending tradlng on a sccuritres markct or
derivativcs markct or trading of a specrfrc
secunty;

(c) confining tradlng to liqurdation of sccurities or
cxchangc-tradcd derivatives contracts'
posltronsi

1
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(d) orderlng the llquldatlon of all posltlons or part

thereof or the rcductioll ln stlch posltlons:

(e) hmlllng tradlng to a sPeclflc prlce rangc:

(0 modrfyrng the tradlnB days or hours.

(g) alterrng the condllions of dellvery.

(h) fixrnB the settlenlent Prlcc at rvhlch exchangc

tradCd derrvatrvcs contracts' posltlons arc to
be hqurdated:

(t) rcqutnng any persorl to acl ln a specrfted

nlADner ln relatton to tradtng tn securltles or
any class of securttles or cxchangc-tradcd
dcirvattt'es contracts or any class of exchange-

traded dertvattves contracts:

(t) requlrtng nrargllls or addtltonal tnargtns for any' tccu trcs or exchange-lraded derlvallves
contracts. and

(k) nrodrfyrng or strspettdrng arly of the rules of a' 
.ccurit,ei crchaltge or a dertvallves c\change

(3) Whcre lhc Aulhorlly sttspcnds tradlng undcr

subiectron (2Xb). lhe suspcnsloll shall not elcecd a

perrod of three ttronths

l)rovrdctl that the Aulhorll)' ntay. rf lt consldcrs ll
ncccssary. extelld the susPcllsl(rll for one fttrtltcr perrod

not exceldrng thrce nronths al lhe e\plr) of rr.hrch the

Authonty shill crthcr notrfy lhe sccurllles ercltarlge or

thc dertvattves erchange lll \\'rr(lllg tlra( thc suspensloll

has expttcd. or proceed to callccl lhe sccllrl(lcs

exchange or the d;rrvatlvcs crchattgc ltcensc. as the

Aulhor rl)' constders approprlatc.

(+) Whcre il sectlrltlcs crchangc or il (lcrlr':ttl\cs

crcliarrge farls to cotnply rvlth a dlrcclloll o[ lhc

Authoriry wrlhlll the tlnrc specrftcd rn lhe nolrcc rssucd

lurrtlcr srrbsc'cltttlt (2).lhc Atllhorlt) nla) -

(r) scl enlclgcllcy ntargtn lcrcls llt alty sccllllllcs or

class oi \cctltlllcs or ltnl crchangc tradt'tl

dc yilll\ cs c()nl[lc(s ot cl.tss tll crchangc-

tnrtlctl tlct tl'lltvt's c()nlla( l\.
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(b) set hmrts that may apply to marker postrions
acqulrcd in good fatth pflor to the daic of the
dtrectron of the Authonty. or

(c) rake such other actton as rhe Authoflty may
consider necessary to matntatn or restore lal;.
effrcrent and transparent lradtng In any
secunttes or class of sccunttes or exchange-
traded deflvatlves conlracts or class of
exchange_traded derrvatrvcs contracls. or
Irqurdatron of any posttron rn rcspcct of
exchange_traded derrvatrves contracls or clirss
of exchange_lraded defl va(tvcs contracts

il'#:,;TT:,;: 2ZC.( I ) A deflvarrves e\change sha not perrrrrr
r,r;onry the lradtng ol an exchangc-tradcd dcrrvatrvcs contnrct

on the denvattves market establtshed or operated b;, thc
derrvatrves exchange wtthout thc rvrrttcir approval of
the Aulhonty (o tradc rn such exchai)ge_traded
dcfl vatt ves contracls

. (2) 1'he Authont) may granr apyrroval for the
tradrng of an exchange-tradcd dcrrvativcs conlritcl ol
Lhe dcflvatrves market establtshed or oFratcd by the
denvallves erchange subJccr to such condttlor;s or
restflcttons as lhe Aulhoflty may tnlposc

, (J) The Aulhonty rnay, by n()trcc In r\ fll[r{.
rvrthdrarv the approval granlcd untlcr subsccrron 1i1
wrth effect from thc date specrfred tn lhc nottcc rvlter(: _

(a) the dcnva(tvcs exchangc falls to conrpll rvrth
a condtlton or rcstnclton rnrposcd Under
subscctton (2), or

(b) thc Authorrlv consrdcrs rhat lt rvould lre
contrary to thc tntcrcsts of lhc lll\,c\ttng
publrc to permtt thc tradrng rn thar cxchangc,:_
tradcd dcrrvatrvcs contract lo conttnllc

. (.1) Thc Authont) shall not \vtthdraw tts apl)roval
under subscctron (3) \vrthorrt frrst grvrng thc dcriiatrrcs
crchange aI opl)orlrrnttY lo hc lreartl

(5) An ercharrgc-tradctl dcn\ alt\ c c()nlta(l
itpprovcd lo trildc on it d(,rtvitttvcs rnarkcl of .r(lenvalrvcs crchangc hy thc Arrthontv untlcr thrs Art
shall trc llrrlrrl tirl ;sll P1lrPqrs1.s lrltl slirll n()t (rln\lrtut(.
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a gamlnS or wagcring contract undcr the

Lottencs and Gaming Act.

No.

Bctung,

Fixrnt of posrlron
rnd r.drn! hmrB rn

22D. (l) Thc Authority may, for the purpose.of

orevcntrng, dimrnishlng or climtnattng exccssivc

ioeculatro--n tn any commodity undcr an exchangc-

traded derivatrves contract' by noticc in writing, from

time to dmc, fix such limtts as thc Authority considcrs

necessary on thc amouot of trading which may bc.donc

or cxchangc-tradcd derivatives contracts' Positions
which ma! bc held by any pcrson ' gencrally. or

soccrficallv, under an cxchangc-traded dcrivativcs

contracl traded on thc derlvatives markel of or subject

to thc rulcs of a derivativcs exchangc.

(2) Thc limrts upon cxchangc-tradcd derivativcs

"ontr""tt' 
posldons and tradrng fixcd by thc Authglty

under subscctlon (l) shall apply to posiuons hcld by'

and tradrng donc by two or morc persons actlng ln
accordance wlth an exprcss or implied agreement or

understandinS, as if the Positions werc hcld by, or thc

tradrng done by a singlc Person.

(3) A person shall not, drrectly or indirectly -

(a) buy or sell or agree to buy or scll, under an

"*ihange-tradcd 
dcrivatives contract tradcd on

the derrvatrves market of or subject to thc

rules of a derrvatives cxchange, any number of
contracts in exccss of thc tradrng lrmits fixcd
for one business day or any othcr statcd Period
sct by thc Authorlty; or

(b) hold or control a gross buy or scll postlton

under an exchange-traded deflvatlvcs contract
traded on the derivatives markct of or subJect

to the rulcs of a dcnvativcs cxchange tn cxccss

of any position limit fixed by thc Authority'

(4) Nothing tn

Authonty from -
this sectton shall Preclude the

(a) fixrng different trading or positton limits for
different cxchangc-traded derivativcs contracts'

drffcrent delivcry months or for differcnt days

rcmaining untll the last day of trading tn an

exchangc-tradcd derlvatlves contract; or
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(b) cxemptrng transacttons under thts sectton

20r3

D.feult proccss of r
clcrnnt housc k)

r,Jo { of 2000

22E.The provtstons tn respect of a default process
and the precedcnce of thc default proccss ovcr the laws
of rnsolvency tn relatlon to a central deposttory under
thc Central Dcposrtorres Act shall apply to a cleanng
house of a secunltes or a denvatrves exchange

to \ccrron Z1

J8sA

RLptal ,,1

.((Ir('r 25 ('l

16. Sectron 23 of rhe prrncrpal Acl ts amendcd

(a) rn subsectron (l; by-

(r) rnscntng the \r'ords 'dcnvaltves broker. REI-f manager.
tru\lce' tntmedtately after the rvord "stockbrokcr".

( ) dclcttng thc uord derrvatrves dcalcr'' appcanng
rnrnredratcly after thc n,ords "tnvc\tmcnt bank",

(b1 rn subscctrcrr (2) by tn\crtrng thc words .,or rlcrrvalrves
clchangc" rmmerllalely aftcr thc words ..secunttcs

c rc hangc"

17. Sectron 24 of thc pnncrpal Act rs amended-

(:r) rn \uhse(uon (5) b)' delcttng thc rvords .

,rpl)cnflng rmmcdratcly after thc word "grant",
()r rcnew

(b) by dclctrng \Ubscct,on (6). and

(c) h) dclcttng \ub\cctt()n (7) and substltutrDg thcrefor thc
Iollow lng ncrv subscclron-

(71 A llcense granrcd undcr thrs Act shall rcmarn valrtl unlcss
ruspcndcd or rcrolcd h\ the Authoflty rrr accordancc wt(h thts Act

18. lhc prrncrpal n cr rs anlcndcd b1 rcpcalrng scclron 25

19. Scctron 25A ol thc Pnncrpal Act rs amcn<Jed by-

(a) rnserltng lhc words. -rules. gurdclrnes, nottccs or dtrccttons',
rnrmcdtalcly after the rl,ord "regulattons" appanng ln the
rntroductorl, paragraph of.subscctron ( I ).

(b) delct rg lhc riords ''rn such amounts as may be prcscrrbcd''
irppcanng tmtnedtatel) al'ter rhc rvord .,penaltles.' 

rn
\ubscctron (lXa)(rt) and suhstrtutlng therefor lhe rvords ..nor

c ret't dr ng tcn nrrllron shrllrngs".
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(c) dcleting the words "irs such amounls as may bc prescritcd

appcrri;B immedietcly aftcr thc word "penaltics" in
suLscction (l)(bXrv) and substituting thcrcfor thc words "not

cxccedrng fivc million shillings";

(d) inscning the following new subsoctions lmmcdiatcly aftcr

subscction (4)-

"(5) For thc Purposes of this Act, en act, omission or failurc of
an agcnt, cmploycc or any othcr pcrson acting on bchalf of a

hccnied pcrson shalt bc considercd to bc thc act, omlssion or
failurc ofthc liccnscd pcrson as well as of thc agent, cmployee

or any othcr person acting as such.

(6) Thc financial Pcnalhcs with rcsPcct to-

(a) a brcach of trading rulcs of a socurltlcs exchangc by

a ltccnscd pcrson shall bc doublc thc brokcragc
commtssion payablc to thc hccnscd person on thc

relevant tradc, or doublc thc annual fccs, whichcvcr
is highcr;

(b) failurc to comply with a rcporting rcquircmcnt by a
listcd company or a ltcenscd pcrson shall bc double

thc applicable prescribcd annual listing fec or Itccnse

fce, whichevcr rs highcr, for evcry calcndar quartcr
during which thc rcporting rcquircmcnt rcmalns
outstandint; and

(c) failurc on thc part of thc sccuntics cxchangc to
cnforcc and ensurc compltancc wlth thls Act and thc

rulcs of the exchangc as approvcd by thc Authorrty,
shall bc cqual to thc annual licensc fce of the

sccurittes cxchangc.

RcFi.nd 20. The princrpal Act is amcndcd by rcpcaling scctron 26 and

fffi lf |'o suUstituti ng therefor the fol low in g new scctions -
of Crp
la54

Su!pcnsron or 25. (l) Thc Authorrty may suspcnd or revokc a
liccnse, for such pcriod or until thc occurrencc of such

cvcnt as thc Authority mry specify, if a ltcenscd
pcrson -

(a) gocs into liquidatron or an ordcr ls issucd for
thc'winding uP of thc liccnsed pcrsoni
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(b) carrres out any acllvrty outsidc the scopc of
thc liccnscd or approvcd activitlcs;

(c) has a rccciver or a managcr appornted on all
or a substantral parl of thc propcrty of thc
company;

(d) ccascs to carry on thc hcensed business for a
pcriod of more than thirty days unless rt has
obtained the approval of the Authonty to do
so;

(c) my of its drrcctors or kcy cmployces has
not, in thc oprnlon of thc Authoflty,
pcrformcd thcir dutics honcstly and farrly;

(f) has contravcncd or failcd to comply with
any condrtion epplreble in rcspcct of the
licencc;

(g) farls to comply wlth a dlrcctron of thc
Authority;

(h) farls to providc thc Authority wlth such
information as it may requirc

(i) providcs falsc or misleading rnformatlon;

(j) for any other reason, is no longcr fit and
propcr pcrson to hold a licensc; or

(k) is rn brcach of any othcr provlsron under thls
Act.

(2) A suspcnsion of a hccnse undcr this scction
shall not cxcccd a pcriod of thrcc months:

Provided that lhc Authoflty may, rf thc Authonty
considcrs ncccssary, cxtcnd thc suspcnsion for a furthcr
pcriod not cxcecding thrcc months.

(3) Thc Authority shdl, at thc exprry of the
suspcnsion pcriod spccified undcr subscction (2), lift
thc suspcnsiop or rcvokc thc licensc, as thc Authority
consideIs appropriate.

(4) Whcrc a liccnscd pcrson fails to pay thc
prcscribcd annual fee, thc liccnsc hcld by such liccnscc
shall bc consrdcred suspcndcd.
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(5) Wherc a llcencc ts suspended undcr
subsectron (4), and the licensee has not pald the
prcscnbed fee wrthrn lhirty days after the day on whlch
the suspensron takes effcct or such further pcrrod as the
Authonty may spccrfy, the hcence shall stand rcvoked

(6) The Aulhonty may revoke or suspend a
Ircense at the request of a ltcensed person.

(7) Thc Authorrty shall publish, tn the Gazette, all
lhc llcences suspended or revoked under this sectlon

(8) The Authonty shall, rn all cases whgre thc
Authonty takes actron under sectlons 25 and 26, gtvc
thc pcrson affected by such action an opportunity to bc
hcard

25.A. ( I ) A restrictron, suspensron or revocation of
a lrcence under sectron 26, shall not -

(a) vord or affect an agrccment, lransaction or
arrangcmcnt entered rnto by a liccnscd
person on thc secuntres markct of a sccuritrcs
exchange or derivatlves exchangc beforc thc
revocation or suspenslon; or

(b) affect the nght, obligatron or liabrlrty of any
person arisrng undcr thc agreemcnt,
transactton or arran gement.

(2) The Authonty may, where a ltcence has becn
rcstrrcted, suspended or revoked under this Part, by
notrce In writr ng-

(a) rcqurre the liccnscd person to transfer 1o rts
clicnt. records relatrng to clrent propeny or
the affairs of the cllent hcld at any tlme for the
clrent, rn such manner, as lhc Aulhority may
specrfy in the nolrce, or

(b) permtt the lrcensed person, subject to such
condrtrons as the Authonly may spccrfy rn thc
nolrce. lo-

(l) rn casc of a restflclron or suspensrcn,
carry on the csscntlal bustness
operarions for the protcclron of thc
rnterests of clrents dunng lhe penod of
reslnctron or suspensroni or

No.

Etfcct of rr\ocalron
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(r) in casc of a rcvocatron, carry on
busincss opcmlions for thc purpoee of
closing doln thc busincss conncctcd
with lhc rcvmrioo.

21. Sccrior n d trc principrl Act is .mcrdcd in suhccrio ( I )

(a) dclcting rhc words *during thc currcnl ycar- appcaring tn
pangraph (a); end

(b) inscning rhc words 'suspcnsioo or" immcdiacly bcforc lb
wqd 'revodion" rrd inscrrint thc words *srsptoacO q"
immcdiatcly bdorc thc words 'revolcd- appcaring in
pangnph (b).

22. Soctioo 29 of the principal Act is arudcd -

(a) in subscction (l) by dclcting thc words "dcrivalivcs dcalcr
liccnscs" appc'aring in pangnph (gg) and substituing
thcrcfor lhc wor& 'dcrivetivcs bro&cr lioenccs-:

(b) by deleting subscrtion (2) ud suhiluting thcrcfor thc
following ncw subccction -
(2) A sccuritics cxchrngc or r dcnvalivcs cxchangc sh.ll
admit en applicur for e goc*brokcr, dcalcr or dcrivativcs
brai.cr liccnsc if thc rpplicanl-

(a) fulfils all thc rfquirEmcnts impccd by thc Aulhorily
and thc rclcvanl sccurilics crchrngc, dcdvrllvcs
cxchgngc or any self-rcgulatory orgenizetion; and

(b) pays an edmission fcc which has bccn approvcd by thc
Authority.

(c) in subscctron (3) by dclctrng thc words "a derivalivcs
dcalcr" and subslituting therefor thc words "r
denvativcs brokcr;" and

(d) by dclctrng subsections (4), (5) and (6) and substiluling
thcrefor thc following ncw subscctions-

"(4) An individual or a corporalc person shall nol,
rn rclation to a company,-

(a) control or bc bcneficially cntrllcd, dircctly
or indircctly, to more than thirly thrcc and a

Artlr&rEnl3
to lactqr 29
ofC+
.la5
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third percent of thc issued sharc capital or
voting rights in a company;

(b) appoint more than one thlrd of thc mcmbcrs
of the Board of dircctors; or

(c) rocerve morc than thirty thrcc and a third
pcrccnt of the aggrctatc dividends and
intcrest on shaEholdcrs loans to bc peid in
any given financial ycar:

Providcd that the provisions of this
subsection shall not apply-

(i) to a corporate entity which is licenscd by
a banking, inCbmnce, pensions or
sccuntics rcgulator in Kenya or
clscwhere in so far as such licence
imposcs restrictions on thc cntity in
relation to thc majority shareholding; or

(ii) whcrc thc owncrship stntctur€ of that
corporatc shareholder is divcrsc and no
person holds or conEols morc thrn
twenty fivc pcrccnt of its sharcs, votcs,
directorship appointmcnts, dividcnds or
intcrcst on sharcholdcr loans.

(5) A person who, in rclation to a company,
exerciscs control or is bencficially entitlcd, directly or
rndirectly -

(a) to mor€ than twenty five pcrccnt of thc
listcd share capital or votint righti

(b) to appolnt morc than one quartcr of thc
mcmbcrs of the Board of Directors; or

(c) to rcccrvc morc than twcnty fiec pcrccnt of
the agBrcgate dividcnds and intcrcst on
sharcholders loans to bc paid tn any given
financial year,

shall not bc apporntcd as a key pcrsonnel of that
company.

(6) The Authonty shall, in dctcrmtning whcther
a pcrson has dircct or rndrrcct control or bcncficral
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cntitlcmcnl for thc purposes of subsectton 14) and (5),
havc rcgard to whelher that pcrson ls an assoclatc or
parly lo any conlract, arrangcment or understandtng
bclrveen persons lhel may allonr for oonrrol to bc
cxercrscd drrectly or rndlreclly in rclalton to tllc
company -

{c) rn subsccton (7) by rnsening thc follorvrng
ncw paragraphs imr:diately dter
paragr.ph (c)-

(d) dcnvativcs brokcr-,

(c) sirch olher class of hccnsce zs rnay bc
prescriH by thc A uthoflty by ntrcc
ln thc Gazefle.

'ART 
IYA_?UBLIC OFTf,NS OF SECUBTIES

O'lI..r of rccunoc. IA. (l) For tlE purposcs of d|ls Act, a pcrsoo is
corsidcrtd to offcr sccruitrcs if th prsol-

(a) invitcs amfbcr p.rsoo lo cra.r ioao r
agrGcrncDl for, or with r vic? to suhcritirg
fa or chcnrisc -gurring or undcurititg roy
sccEnfics', a

(b) iovitcs am&cr Frsoo !o nElc rr cfcr rrdcr
nregnph (e).

Arrdloc t 23. Scction 3{)of thc prirrrpal Act is amcndcd it subscoror ( lO)

IL*'oUy inscning thc words 'rulcs, guidclirs or ndiccs- rnrncdid.ly afi6
.t&i^ tbc word 'rcgulrlrons-

!*19: d . A. TIE pflncipel Act rs zncadcd by inscnitg rlc follorrrog rr
H',lf.r-n* llnmcdiarely ai'rcr hrr lv-
,lt5A

(2) An offcr of sccuritics to thc Frblic (a 'pUic
offcr") imludcs'an ofler to rny scctior d thc plUic in
Kcnyr, howovcr sclcclcd.

(3) An dfcr shdl not bc consifu es e public dcr
if-

(a) the offcr is not calcuhtcd to rcsult, dircctly
or rndircctly, in thc sccurihes of the
company bcing availeblc to persons othcr
than thosc rccciving thc ofrer; or
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(b) olher$'lsc belng a prlvate concern of the

person recelvlng the offer and the person

maklng thc offer

(.1) SubJcct to thc provlslons of thls Act, an lssuer or

an offeror ihall not makc a publlc offer of securltlcs

unless that tssucr or offeror has submltted a prospectus

rn respcct of thal offer to lhe Authonty for approval'

(5) The Aurhorlty may. f rom tlme to timc, excmpt

an offer from the requlrements of thls sectlon

(6) The Authorlty may lmPose drfferent
reourrements ln relatlon to a prospectus and ongotng

drsclosure rn respecl of a restrtcted ptrblic offer of
secuntles. asset backct, ,cLLlllllc\ or t'thet forms and

str r.rctures of securttles offertng

(7) A person lvho contravenes the provlslons of thls

sectron coln lll lts an offence

R.\rfl(rcd p{rhlrc 308. An lsstler or offerot ma1 . rr hcre a pttbltc offer
of sccurtttes ts -

I rl'tr8 ol

(a) restflcled to sophlstrcated rnvestors; or

(b) drrecrly conrnrunlcated to a prescrlbed category

rtnd nttntber of Persons.

subrntr a short-form ProsPecttls lo the Atlthorlty
for apProval

30C. An tssuer or offeror shall frle an tnformatton

11611ss rt ttlt the AtllhorltY -
(r) l respect of a reslrrcted prrblrc offer of

sccu tlcs -
(r) rvltere the tllll'llllltllll anrottltt rvhtcll may bc

pard urtdcr the offer of scctltttles ls not l('\\
iltan strch atllotllll as the Atrthorlly rlla)

presct tlx trollr tlllle (o llme. or

(l) where the secllrltlcs are denonrtnalcd ttl
such an alrount as the Atlthorlty tnay

prescrtbe ftour ttme lo ttmc-

(b) ln lhe case of any tsstte ot o[[ct crctttptcd fronr

lssr.ltng a ProsPecttls or a shcrrt-fotnr plosPectus'

except In respecl of asset-backed secttrtttes'
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30D.(l) A person who -Cnrnrnd htbrltty
fo. r dcfc.lvc
FUPCCTUI

CorlapcE iian foa
frbc c rnltlcdrn3
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2013

(i) in the casc of an individual, to a finc not
excccding tcn million shillings or to
imprisonment for a tcrm not axcccding
seven years or to both; end

(ii) in the casc of a company, to a fine nor
exoceding thirry million shillings.

(2) It shall bc a dcfence in procccdings .gainst a
person in respect of an offcnce committed undcr
sub6e€tion ( I ), to prcvc thar

(a) makes a false, misleading or deccpuvc
statemcnt in a prospcctus; or

(b) omits information or a statcmcnt from a
prospcctus which is requircd undcr this Act to
be includcd,

commits an offence and shall bc liablc on
conviction-

(a) thc stetcment was immatenal; or

(b) hc or shc had reasontble grounds to bclicve
and did, up to thc time of thc issuc of the
proGpcctus, that thc statcmenl wes truc.

30E. ( I )This scction epplics to-

(a) en issucr of sccurities to which e prospoctus
rclatcs;

(b) wherc thc issucr is r body corponrc,-

(i) cach pcrson who is a dircctor ot that bodv
corporatc et thc timc when the pr*p"Au.
is published; and

(ii) cach person who has givcn his conscnt to
bc named and is so namcd in the
prospcctus as a director or has agrced to
bccomc a dircctor of that My corporatc
erther immcdrately or at a future tirnJ;
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(c) cach pcrson who acccpts, and is statcd in thc

prospcctus or supplcmcntary prospcctus as
acccpting, rcsponsibrlity for, or for any part of,
thc prospcctus or supplcmcntary prospcctus;

(d) thc offeror of the sccuriucs, whcrc thc offcr or
rs not thc issucr;

(c) where thc offcror is a body corporatc, but is
not thc issucr and ls not maklng thc offcr rn
assocranon wrth the issucr, cach pcrson who rs

a director of that body corporatc €t thc time
whcn the prospectus or supplcmcntary
prospcctus is publishcd; and

(f) each pcrson not falhng wrthin paragraphs (a)
to (c) who has authorizcd the contcnts of, or of
any part of, thc prospectus or supplemcntary
prospectus.

(2) Any person to whom subsectlon (l) apphes
shall bc Jointly and severally liable to pay
compcnsatlon to any person who acqurres any of the
secuntles, rn relrance upon the prospectus, includrng
acqursrtron in the secondary market, to which thc
prospcctus rclates and suffers loss as a result of any
untruc or misleading statcment rn the prospcctus or the
omissron from rt of any matter required by this Act to
be included

(3) Notwlthstandrng thc provisrons of subsectron
(2). a person shall not be responsrble for a prospectus or
a supplemcntary prospectus -

(a) under subsectron (l)(a) or (b), unless the issuer
has made or authonzed the offer rn relatron to
whrch thc prospectus or supplemcntary
prospectus is pubhshed; or

(b) under subsectron (lXb), (c), (e) or (l), rf such
prospectus or supplemcntary prospectus rs

published without his or her knowlcdge or
consent and on becomrng aware of rts

pubhcatron, hc or she grves reasonable notrce
to thc public and to the Authonty that the
prospectus or supplementary prospcctrs was
published without his knowledge or consenl.
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(4) A Frsod rhell, wbcre lrc or shc hes rceptcd
rupmtitility fc, or euthorizcd ooly part of thc
conacnts of r prupcctus, bc lhHc uodcr Fr.trlph
( I Xd) or (C) oly for thr Fn if it is includcd ol
rubt naidly includcd in thc form end cootcf,t in which
thet peTsoo h[r {rccd.

3|P. (l) An issucr whosc sccurities havc bccn
issucd in rcod.re with en rpprovcd offer shrll kecp
thc Authority, mcmbcrs of thc company end othcr
holdcn of itr scc;uritics, rny listinS cxchenge and thc
tcncr.l Frblic infonncd ls soon s rcesonebly
pnctic.blc, but in eny cvcnt not l.tcr th.n thc end of
thc ncxt worting dty, of rny informetion rclrting to thc
issucr rrd its rub.idirrics which-

(e) is ncccssery to cnzblc thcm appraisc thc
finrncirl position and thc sret! of corpontc
3ovcrnencc of thc issrrcr and its subsidiarics;

(b) is ncccssary io rvoid thc cst blishmcnt of r
frlsc mtka in its sccuritics: or

(c) mitht bc rcesonebly bc cxpcctcd to mrtcridly
dfc{t mrtct activity in thc price of its
sccuritics.

(2) An isstcr shdl, in .ddition to thc obligetions
imposcd undcr EubEGciion (l) comply with such othcr
rcquircmcns rs thc Authority mey p,rcscribc.

(3) A pcrrcn who contnvcncs this scction
commits rn offcrr-

3eG. Thc Authority mey, if it eppcars io it th.t -
(a) it is dcsinblc to Fotcct mcmbcrs, othcr then

holdcrs of sccuritics or investors in $sct
brckcd socuritics or othcr listcd sccuriticsi

(b) a listcd oomp.ny is in brcech of its listint
rglcrncnt;

(c) a listCd company is contrevening, hes
contnycncd or is about to contnvcnc rny
progision or rcquircment undcr this Act;

(d) e listcd company has failcd to comply with
eny provision of or rcquircmcnt undcr this
Act or rulcs of its listing exchangc;

[llddrre
d&frJa

F crd6.
Artbiiy E r-r
dttatar lo
i-Er
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(c) e listcd cdnFtry hrs furnirhcd lhc Autltqity

with fdrc, inrccurrtc or mirlcrding
idorm.rion:

(f) thcrc ic e b,rsch of thc lining r!rcancr in
r6pGcr of rny othcr tccuritiE;

(g) en isucr q ahcr obliptcd prrty h.J
furnirhcd thc Authaity rith fdr, iDeurrr
or mirlceding ilfonrrirn; c

(h) en irur or oficror hrr cqrtrrvcocd or ir
ebqrl to cqrtnvcne r p,rovi jm of thir Aa,

iglr dircctioor lo ln ircucr c offcror of rn
epp,mvcd ofrcr s ii thc cgc of o&cr li{.d
sccurithr to thc rtrponriblc or relcvrnt
Drfiy-

(i) o cclc ud desist from rbc brc.ch;

(ii) o do rx not to do uy mrncr s
rpccifrcd; c

(iii) with rrfrd 30 rny ohcr nrettcr ttl thc
Autto?ity mry coori&r rcccrsuy.

'AIT 
IV'.AESET'ACXED SECUIIMDS

3OH. For thc F rpodcr of tbc Prrr-

'rsrcl bactcd iccnriticr" mces -
(.) any sccuriticr irclrdin3 promisory notcs bua

dm na irclude 3h.r6 oi colidcmcoB un&r
e colhaivc invcsoncol rchcmc:

(b) atry ri3hB d inLrcsr, dcbcntura or
ccrtificetcr cvidcocing thc lcgd, cquiUuc or
bcrr.ficid inccrt or cntidemcot of its bl&r
to r 3brc of thc !rd! of r rpccid pnpocc
vclrich or lo eldlhrnclrl io FynE tt frorn
such rt.cl3 wbc,t FyrDGtrB or distdhttiql!
of ofiul, irwrc, prirciprl or inr.rctt lo
invelrds a:rr principrlly fruD thc [rdt
of ahc tpccid prrpocc vchic{c rs r
con$qiE rcc d thc csteblishrncot or
opcrttioo of r tccudtiz.flolt trrNrtion; rld

lrt 
'FIIE
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(c) ary othcr right, intercst, instrument of
sccurity or class of sccurities prcscribcd to bc
essct b.ckcd sccuritics i

"rsscl" me:ns any asltct or propcrty whether
movc.blc or immovcable, tafltiblc or intengiblc,
financid or non-financid, including any rights, bcnefits
or cntitlemcnB sold, transfcrrcd or to bc tnnsfcrrcd or
essigncd by an orittnrtor or scller to spccial purposc
vchiclc or originetcd into an sFcial purposc vehiclc,
including wherc pcrmined under any wrinen larv futurc
esscls, rnd includcs eny or all othcr esscts, rithts,
bcncfis and cntidcmcnts in hw or in cquity of thc
spocid purposc vehicle supportint thc assct backcd
sccuritics or thc paymcnt of rny obligalions or expcnscs
in rcspoct thereof or in rcsFct of the spccial purposc
vehiclc or the sccuritisttion transaction and anything
clsc prcscribcd to bc an assct;

"issucr or offcror" mcans an originttor or scller of
asscls to a sccuritisation trusl, eny sccuritisrtion
arranger and transaction adviscr but not da$ not
rncludc a trustcc;

"limitcd invcstor" mcans any qualificd invcstor
which is not -

a rcttrcmcnt bencfit fund or pcnsron fund
formcd or established under thc laws of
Kcnya;

(b) an insurance company formed or cstablishcd
undcr the laws of Kcnya;

(c) a collcctive invcstmcnt schemc formcd or
cstrblishcd undcr thc laws of Kcnya;

(d) any other investor as thc Authority may
prcscri bc.

"limitcd rcstrictcd offcr" heans an issuc or offer
made only to a limitcd invcstor;

"obligor" mcans any pcrson havrng an obhgation
to makc paymcnt in relation to or in conncction with
thc asscts sold, transfened or assrgncd to a spccral
purposc vchiclc and may, whcre permrttcd by law,
includc persons having a future payment obligatron;

(a)
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"offcr" rn rclation 3o asscl backcd sccurities,

cxccpt whcrc the contcxt otherwisc rcquir€s, includcs
salcs or tr.nsfcrs of assct beckcd sccuritics by thc
origin lor bur shdl not include thc issuc of assct bockcd
sccurities to en originator or scllcr in exchengc for or
considcration for thc salc, lmnsfcr or ssignment of
asscts lo thc rustce for thc purpcc of cstablishing or
maintaining thc opcration of the scoritisation tnrst or
in accordance wrth thc transrction documcnts;

"offering mcmorandum" means any r noticc,
circular, material, advertiscmcnt, publicetion or othcr

. invilalion ofrering for subscription or purchasc of any
assct backcd sccuritics rn rcstrictcd or limitcd rcstrictcd
offcrs i

"originator" mcans l pcrson who dircctly or
indrrcctly origrnatcs asscts into e spccial purpoe
vehicle or arrangcs for thc acquisition, sale, transfcr or
asslgnmcnt of thc ass.ls prcviously owned by thet
pcrson to thc spccial purposc vchicle and may, whcrc
thc contcxt pcrmits, includc a scller of thc assets;

"quahficd invcstor" rn rclation to assct b.ckcd
securitics, mcans -

(e) any originator or scller of thc asscts of thc
secuntrsation trusti

(b) any professiond rnvcstori

(c) a bank;

(d) an insurance company;

(c) a pcnsion fund or a rctircmcnl bcncfit fund;

(f) a corporatron or authority which mccts the
assct lcsts for a profcssional invcstor;

(B) thc Ccntral Bank;

(h) thc Govemmcnt: and

(r) any other person prescribed to be a qualified
rnvestori
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'nting" mcus r public rrtint issucd fiom timc to
timc by e crcdit r.fint +sacy .nd whcre thc contcxt
permit irclude roy su@rrc:rt Evicw, upd.tc or
modicrtion;

'rrsuictcd dcr" rncans rtr issuc or offcr rnrdc
only o r qulificd invcsla;

'sccrritisetioo unnger' rans I pcrson, who is
eppcintcd by thc Erutce un&r sccrio 30O from
rDqt3t FrloB who erc na cmployccs of thc
origimtc or scllcr c wb rrc ectio3 soldy in rhc
c.Fcity d e lcad dvi*r or thc rditor of thc
origimtor or thc scllcr or who spoosor or essbt in-

(e) thc fornetioo c,f r s.aniri idl lrust;

(b) lhc paeFntio of thc atruclulr of r
scclritisedo rrursrcrion :

(c)

(d) r pr6pocltr3 or u dcrinS nEmorrndum in
rsscf brclcd scct ritica;

'sccuritisttiolr tnnsrtion- mcans a |rrnt*tim
which involycs dcr or irsrc d .srd b.clcd sccurities
o eny invirtor oth.r thu e sclhr or oriJn lor.nd
imludcs rll thc rrcilluy, iDci&utrl or rrl.rcd
rrrrntattctrts which rrc GotcrEd iD!o, in rcletbn to, or
in cmrction with thc-

(a) srlc;

(b) transfcr or rri3nncnt ca rsscts;

(c) tppoi ntncnt of e ruscc;

(d) csuHishnrnt of r tnrrt;

(c) rppointrncnl d. scryk:c6 or

(f) crtcrint inlo dl or rry ,rrantcrncDts,

its fin Eid or c8b flot modcls; or

"sccuritisetioo nranSd natrs atry pcrsoo
eppointcd by r EusrGG udcr &crioo 30}{ to lsbt in rhc
rdninistntion of rslcrs, thc mrn lcrDcnt or opc-rrtion
d thc tccurilis.riot tnl*ri6;
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noocrs.ry or d6ir.blc o providc eny
ttntctur.l a crcdit suPPort or rurugc risks
or odrcr trrrntcrncout !o oFfrrr of givc
cfrcct to thc scuritisetion tnns.ctioo (r
issuc or offcr of rssct brc-tcd sccuritics;

'socuritisetirm trust" nrcaas r Eust rtdcd, fomcd
or cstrHishcd to rct rs e spocid purpo* vchiclc for I
sccuritisrfiotr tnnsectiooi

*scllcr" meens r pcnon who sclls, rssigns or
tmnsfcrs rny asscts into e spociel purpoce vchiclc and
who rney bc thc originrtor of thc .ssct!;

"scwiccr" mcens e pcrson eppcintcd by the trustcc
undcr scctioo 30P to bc Finurily rcsponsiblc for -

(e) thc dey to dry dministnrion funcrions of
thc cesh flow of thc sccuitiscd assca;

(b)

(c)

(d)

(e)

ttc ongcing relefionrhip with eny obliSor;

thc provision of scrvicc o obligors;

cesh mrnrgcmcnt;

collccrioo and rcmirsion d funos o thc
trwto?: ff

(f) thc conducr such othcr rlivitics es uc
spccificd in thc tr.nsslion documcnts,

and includcs any srrccessor q elrcrnrtivc
scrvicer fiom thc timc thlt such rltcrnrtivc
scrviccr bocomcs primrrily rcsponsiblc rs
scrviccr and trustcc if thrt dtcmetivc
scrviccr undcrtrlcs thocc functions rnd mey
includc a sccuritisation manrgcr;

"spocid purposc vehicle" mcans e sccuritisetion
trust estrblishcd in accordencc wrth e trus dccd subjcct
to thc laws undcr which assat backcd sccuritics ert
rssucd;

"transsction documcnt" metns I trust dccd and
any othcr documenB prescribcd to bc trensrctlon
documcnB;
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"trustcc" mcans a pcrson appointed under thc trust
dccd as a trustce of the securitisatlon trust and any
successol,

"unrcstncted offer" mcans an issuc or offcr to the
public or which is not a rcstrictcd offcr or a limttcd
rcstricted offer.

(2) A pcrson shall not act as an origlnator, sellcr,
issucr, sccuntisation arrangcr, transactton advtscr,
lrustcc, sccuritisation managcr or servlccr of assel
backed sccurrtres except tn accordance with this Act.

(3) A person shall not act as an agent ln the sale or
purchase of assct backed secuflties unless that person is
a regulated person and complres wlth the requtrements
of this Act

(4) A person shall not rssue or offer any asset
backcd secunl.y other than to a seller or an ongrnator of
the asset backcd secuflty.

l::T"i:'_T. mI. ( I) A pcnon shalt not rssuc, offer for
rsrucl. ollcrl ctc ol ,;;;;il -- -'subscription purchasc, or invrte the subscrrption or
rccunrr.s purchase of assct backed sccuritics to the publrc or to

restricted investors, cxccpt ln accordance wrth thts Act.

(5) A pcrson shall not tssue an asset
sccunty unless tt is madc rn accordance
prospectus or an offerrng mcmorandum.

backed
wtth a

(6) The Authonty may prescnbe the contcnts of a
prospectus or offering memorandum taklng into
conslderatton on the classificatron of the rssue or offer
and the naturc of the asscls backing the secunlles or
such other factors lhat the Authority may consider
appropnate.

(7) Wherc a ltmltcd rcstncted offer rs made, thc
issuer shall file an rnformatton nottce wtlh the
Authonty.

(8) For the purposes of this Act, a person offers
asset backed scruntles lf that person tnvttes anothcr
pcrson to enter lnto an agrcement for or wlth the ytew
to subscnbrng for or otherwrse acqutnng or
underwntrng any assct backed secunties, or tf he tnvttes
another person to make such an offer
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(9) A person who contravcnes any provtstons of
this section commlts an offcncc.

Form orrsscr 30J. (l) Asset backcd securitics tssued or offercd

I'j;:;T'"u'" '' undcr this Act shall consrst of bcnefrctal enutlements to
a unit, participatron, share of or lntercst ln the assets of
thc trust cstablished as a spccial purpose vchtcle for
undertaking a securitisation transactlon and tssutng

assct backed securltles to lnvcstors who shall be

bcneficiarics of the trust.

(2) A pcrson may rssuc or offcr drffcrcnt classcs or
tranchcs of assct-backed sccurttics reflecting bcncficial
enlitlements with diffcring nghts includrng prioritics of
paymcnts from thc lncome or capital of thc trust or
drstributron of assets or voting entitlcmcnts lnd
provisron may bc made for a bcncficiary to bc entitlcd
to a rcsidual rntcrcst.

NrturE of r$cB th.t
mry b. told,
trrnrfcrrcd ot
rrrrtncd

30K. Asscts whrch may bc originatcd into a

sccuritisation trust or sold, transfcned or assigncd to thc
trust shall -

(a) tcncmte or rcsult rn a cash flow;

(b) not bc cncumbcred to a lhrrd party at the time
at which an issuc or offcr of assct backcd
sccuritics rs madc;

(c) bc capablc of bcrng lcgally originatcd, sold,
transfencd or assigncd; and

(d) comply wlth any rcquirements lmposed undcr
this Act.

3{tL. (l) Subject to such requircments that may bc

rmposcd by thc Authority, all sccuritisation transactions
shell involvc eithcr onc or a combination of -

(a) thc dircct origination of thc assets into thc
sccurilrsation trust, or

(b) thc t.fc, tnnsfcr or assttnment of thc asscts lo
thc trusrcc to bc hcld under the tcrms of thc
sccuritisalto.t trust in a manncr which
constitutcs a truc sale according to the laws of
Kcnya in rclatlon to the partlcular typc of
assct, the laws governing the transactlon or
the jurisdictron or locatton of the asscts.

Ontri onof
attcr for rdc,
iarndcr ol
ltdtnmcnt
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(2) Asscts may bc transfcrred to a secunusatron
arust by morc then onc scller or origrnator:

Providcd that-

(a) thc sale, transfcr or asstgnment of the asset ts
recognizcd as such by the rclcvant law or law
govcmrng thc transaction, and rn such case, rt
shall not bc nccessary, in order to achrcve a
truc salc and to satrsfy thc rcqutremcnts of
thrs Act lhat off balance shcet trearmcnl ts
achicvcd undcr the accounttng rules by the
origlnalor or the scller or that capttal rehef be
providcd by any othcr rcgulator

(3) Thc salc, transfcr or asslgnment tn relatton to a
spccrfic assct or a spccific securitlsation transactron
undcr subsection ( l) shall, subjcct to such condrtrons as
thc Authority may imposc, bc a lcgal and nor an
cquitable salc, transfcr or asslgnmcnt of the asset or
assets.

(4) Farlure to achtcvc a truc sale shall not as a
conscqucnce of thc opcratton of thrs Act opcrate to
invalrdate thc salc, transfcr or zrsslgnmcnt, thc tssue or
offer of assct backcd sccurilres or othcrwtse adversely
affcct thc righs of thc rnvcstors tn asscl backcd
securities

30M, (l) The Authorrry may, from rime to rrme,
prcscnbe thc quahficatrons of a pcrson to bc appotnred
as a trustee.

(2) A truslee shall

(a) be .the custodran of the asscts of a
sccuntrsation trust;

(b) manage the operatton of the securrtrsatron
trust and thc sccuntisatton transactton tn a
fiduciary capactly,

to glvc ctfcct to the obJecttves and purposes
of the trust for thc bencfit of thc bcncficrarrcs
rn accordance with thc trust deed, any other
law govcrnrng trustees and the transactton
documcntatton.

Trustecs
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(3) All asscts of thc securitisation trusts shall bc
hcld by thc trustec in trust for thc invcstors in assct
backcd sccuritics ils thc bcncficiaries of thc
sccuritrsation trust may considcr appropriatc.

(4) Exccpt as specificdly providcd for in thc trust
dccd, and to thc cxtcnt that the trust dccd rchtcs to tha
implementrtron and opentron of thc sccuritisation trust
and sccuritisetion transaction, the Ptcscrvation of .s!.rs
and fulfilacnt by thc trustcc of is fiducrery oblisaions,
tlE asscts of a sccuritisrtion trust shdl not bc rvilablc
lo-

(a) thc Est c;

(b) ary crcd rs of th mlsoGc;

(c) any ohcr cleimraB ^!tin l tbc ts1IsE s

(d) satidy ry li.tilirhs cf lh trEn c.

(5) Thc BGl3 d r scqriti3li(! 6 sbll d bc
indudcd in th. essas of tnsrcc io tic crcn tb urc
b dcclzcd iulrcn, umrd ry, pL.d r&r
rhioiorio,disdvcd, rmlllld ot raltttctEcd.

(6) A Eusl dccd shll cutrin rrrl idannrin,
irtding thc rolcs ed dutics cf r trugcc, as tb
Arthity rn y pts.dbc.

(7) A trolcc shdl, iD rdditim to srrch orhcr dmic
eod obli3etions es mry bc impoccd o it unda roy
drr writtco hw, Frform srrt chcr rclcs eod duths
es the Authrity rney pcscribc.

AEd mc 30N. (t) A truslcc mey eppoint a sccuritisatim
ud liatility durrnrgcr in srch mrntrct ts mty bc povided for in thc
sccuritistirn Eusaclion dGrmctrtrlion.
mrnrEcr.

(2) A sccuritisetion menrger shdl rssist thc
rustcc wirh the oFntion end mrnrgancnt of thc
sccuritisetion tnnseaion and asscts.

(3) A securitisetion manlScr shrll nor opcntc to
reducc or allevietc any obligor, scllcr, rrviccr or
rustcc of any of is obligations under thc trust dccd, thc
tnnsaction documcntrtion, this Act or rny othcr writtcn
law.

No
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3rc. (l) A trustcc may appolnt a sccunttsatlon
arangcr in accordancc wtth tic transactioo
documcntation.

(4) A trustce shall, notwithstandrng any dclcgation
to a securittsatlon managcr of tts dutlcs, bc lrablc for
any action or omrssion by thc sccufltizatton managcr.

(5) Thc Authority may prescribe rcquircmcnts in
rclation to a securitisation managcr.

Secuntisation
a]TanScr.

(2) An issuer shall, whcre a trustcc
appointcd a sccuritlsation arrangcr, bc
invcstors rn thc assct backcd sccunlrcs for-

has not
liablc to

(a) all maltcrs rclating to thc structurc, conduct
of duc diligcncc, cash flow and financial
modclling; and

(b) any information in thc prospcctus or an
offering mcmorandum.

s.n,,cc't. 30P. (l) The Aurhority
:l:T:::'Jl'""ctigibitiry rcqurrcmenrs for

scrviccrs and succcssor servicers

may prcscribc thc
scrvrccrs, altcrnativc

(2) Subjcct to the provisions of rhis Act, a scllcr or
an originator may bc appointcd to act as a scrviccr.

(3) Whcrc-

(a) the trustec docs
appointed; or

not appolnt a servrccr

(b) thc scrviccr rctrres or has bccn rcmovcd,

thc trustcc or sccuritisation managcr
appointcd by the trustec shdl carry out thc
functrons of the scrviccr unttl another
scrvrccr is appnrntcd

(4) The servrccr shall-

(a) in addition to any contractual obLgations
which the scrviccr may havc under lhe
transactron documcnts, ln conducttng tts role,
owc a frducrary duty to thc lrustec and thc
rnvestors rn thc assct backcd sccuntres as
beneficraries of the securitisallon trust, and



2tl3
39

Cqr al Mulc t s ( Atntdmc nt ) Xa
(b) provide accds to obtigor, filcs .d orhct

docrrmc*s, Ecords det ' systclni' soflvarc,
documcntatnn and pcrsonncl infol[-i(rn th.f
thc tnlsec c any auditor mey rcquirc to fulftl
its obligerkms undcr thc sccuritis-ioo trust
trensactiqt -

cld.i i.&s o( ql. ( I ) Ar issuc or offcr of assa bhrd
ff.S'" " sccrritis may bc clssified r -
L tl!

(e) ao mrcsrricrcd offcr;

(b) e nrrvracd offcr; or

(c) . limircd rcsrrictcd offcr-

(2) AlI cJftrs shich ac Dd tcsricr.{ dcrs a
limilcd rcstuicrc{ dfcrs sbll b classilicd rs
unrtsrricred offcrs eod m issr: r dcr cf esscr r'c*ed
sccuritb .h.n bc Eradc to a Fsan who is d lb
origifr c scllcr cf thc 6!r.ts (r r qrnlificd invtsc
or iimitcO iDvetor untcss lhc rcquircmcors of lhis Acl
in rclrtior to unlcslridcd dc's or ltc convcrsim lo rtr
unrtsrricrrd dcr hlvc boen onplitd with.

(3) Subjc'cr to ttc pmvisions of this Acl' I Pcrson
shell no nralc an unrcstrictcd dcr of esscr bcc*cd
sccuritics unlcss lhc issrs or dcror hls submincd a

FcFcrlls to lhc Aullority, lrd lhc Authrity hes

aDroYGd lhc FcPccfus.

(4) Thc Aulhorily shall not rpprovc a ProsPcctus
in rcspcct of an untcstrictc{ offcr unlcss thc Authority
is setisficd lhet thcrc is a binding listing arrengcmcnt in
rcspccr of thc offcr wilh a sccuritics exch.tttc.

(5) Unrcstrictcd issuc or offcr of assct b.cked
sccurilics may bc medc togelhcr wilh a Estnctcd issuc

or offer or a timitcd rcstrictcd offcr of essct backcd
sGcufllics.

Providcd that whcrc morc than one catcSory of
offcr is madc logethcr with an unrcsldctcd issue or
offcr, thc offcr, in its cntircty, shall bc subject to thc

approval of thc Authority as provided for in subscction
(3).



No.

40

Copnal Markcts ( Amendment) 2013

(6) Sub1cct to the provlstons of thls Act. a person
shall not make a rcstncted offer of asset backed
sccuntres or a lrmrted restncted offer unless the tssuer
or an offcror has submltted lo thc Authonty an offenng
memorandum which complrcs with the rcqutremcnts of
thrs Act.

(7) The Authonty shall not be lrable to any actron
rn damagcs suffcrcd as a result of-

(a) any prospectus approved by the Authonty;

(b) any offerrng memorandum submtued to lhe
Authonty, or

(c) the lssuc of or farlure to tssue a stop ordcr.

(8) The Authonty may make rcgulatrons
prcscribing thc-

(a) rssues or offcrs of asset backed secunttes:
and

(b) rcquircmcnts of the vanous classrfrcatrons

30R. A sccurrtrsatton transactton which has bcen
classrfied as-

(a) a restnctcd offer,

(b) a lrmrted restricted offer; or

(c) any tranche or ponton of an offcr so classrfred

may, wrth the consenl of thc trustec and,
where provrded for rn the lransactron
documents, wlth lhe consent of lhe investors tn
the asset backed securrtres. bc converted lo
unrestncted or a restncl.ed offcr rn such
manncr as they Aulhoflly may prcscrrbc

30S. ( l) A prospeclus or an offenng mcmorandurrr
and rnformatton notice shall -

(a) contarn such rnformation as tnveslors and thctr
professronal advrsers may reasonably rcqurrc
to makc an rnformed assessmcnt of lhc
secuntlsatton transaclton. the cash florv and

unllslnctcd offGrs

Conlcnr of rhc
prosFctus, off€nn8



2013

41

Copual Markcts (Anvtdmcnt) No.

the nsk assoclatcd with investing in an assct

backed sccuntics; and

Sccondly srlcs or
trrnsfcr of .!sat
backcd s!cunlrcs

(b) comply with any othcr rcqulremcnts, as thc

Authorlty may imPosc

(2) Thc Authority may approve a prospcctus if thc

prospcctus conta.lns thc information requircd under this

Acl:

Providcd that the approval of thc prospcctus shall

not oDerate io waive, reltevc or rcduce any obligatlon

bv anv oarfv to make a disclosure or providc any

Oefcnse tL any action under this Act or undcr any othcr

law.

(3) Thc Authorrty may prescribc thc form and

contcntofan informanon notlcc undcr subsection (l)'

30T. A secondary salc or transfer of an assct

backcd sccurity shall comply with the rcquircmcnts of

thrs Act and such other rcqulremcnts as the Authorlty
may lmPose.

30U.( l) A rcferencc ln thls Act to a falsc, untrue,

mislcading or dcccpttve statcmcnt in a Prospcctus or to
the omrsiion of informatlon or a statemcnt whcn

making an applicatron relating to or ln connection with

any sciuritisatron transaction or any issuc or offcr of
assct backcd sccurttics shall -

(a) rnclude any statcmcnt made tn or any

rcprcscntatron or warranty rncludcd in 
-any

prospcctus or offcring memorandum,

iranjact,on documcnt or madc to any credit
ratin8 agency in connection wlth the rahflg of
any issit backed sccuritics or thc rcvicw of
suih a rating and includes any omtssion;and

(b) includc any tnformation, statcment in, or'
omisston from, thc contlnuinB disclosure

obligattons under this Act.

(2) Thc provrsions of scction 30D' 308 and 30F

shall apply to an applicatlon rclating to or ln connectlon

wittr a iecuritrzation transaction or issuc or offcr of
asset backcd sccurities undcr thls Part

Obh8rtlons
.pplc.bl. lo
rEstnctcd olfcrs
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(3) Thc povisions of scclion 30D, 3OE, 3OJM,
3OK end 33O shdl apply to rt offcnng mcmorandum
in reletion lo an issuc or der involving a rcstrictcd
offGr, whcatar it is madc in combinatirn with or is a
trrnchc d amthcr issuc or offcr.

O6htloo .o
cfidEt dlr
&hFE

(4) Thc powcrs of thc Authority ro -
(q) makc u application to court ln casc of unfair

prcjrdicc undcr scction 33C; or

(b requirc produaion of rccords and documcnts
undcr scction 33D;

(Q issuc e drrcction undcr scction 30C,

shell apply to rcstriclcd ofrcrs in thc samc
rmnncr as if the assct backcd securitics had
bcen listcd.

(b) bclievcd, on reasonable grounds, that the
statcment, rcprcscntation, waranty or
omission was not mislcadrng, deccptivc or
material.

(3) A crcdrt rating agcncy shall includc,
promlncntly ln any crcdrt rating rcpon rssued rn respect

3llV. (l) An issucr, an originetor, a scllcr, a
sccuritisation arrangcr, l trrnsrction adviser or any
party involvcd in or conncctcd with thc issuc or offcr or
namcd as an expcrt in thc prospcctus or offcrrng
mcmorandum shall conduct an indcpcndcnt verificsuon
and duc diligcncc in rcspcct of thc asscts, thc issuc of
assct backcd sccuritics, all statcmcnts includcd in thc
prospcctus or offcring mcmorandum and thc,
prcscntations and warraltics rncludcd in any transactron
document.

(2) A pcrson shall not bc hcld liable for a
statcmcnt in or omission from a prospectus or offcring
memorandum or in respoct of a rcprcscntation or
w ranty in a transaction document if that pcrson
proves that prior to making such statcmcnt, omissron,
reprcsentation or wiuranty that pcrson-

(a) madc such inquirics that wcrc rcasonablc in
the crrcumstrnccs; and
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and obligalions of
crcdir raling
a8cnci.r.

No

of asset backed securities, details of due diligencc or
verification of facts, data, assumptions or other

information or statements, if any, that thc credit rating

agency has undertaken.

(4) Due diliSence or verification undcr this scction

shall be carried out in such manner as lhe Authority
may prescribe.

30W. (l) A trustee shall, where a rating under this

Acr is required, ensure that a rating is obtained and

maintained.

(2) A trustee shall, if a rating is obtained' provide

the rating agency with the necessary information for the

Purposes of maintaining lhe rating

(-l) An auditor, a serYicer, a securitlsatlon manager

or any other party to the securitisation transaction shall

provide information to the trustee which is necessary to

cnahle lhe lrustee to fulfil its obliSations.

(4) A credit rating agency shall comply with any

requirements prescribed by lhe Authority in relalion t'o

asset backed securities.

(icncrrl drsclostrrc

(5) A person who contravenes this section

commits an offence.

30X. (l)A servicer and a trustee or any other

specified person in a securitisation trust shall' whether

the asset backed securities are listed or not, comply
rvith the disclosure requirements under section 30F,

and any further obligations and requirements as may be

prcscribed by the AuthoritY.

(2)'l-he continuing disclosure obligations imposed

tuntler this Parl and any other obtigations imposed by

rhe Authority shall apply, to the servicer' trustee or any

other specified person under subsection ( I ), in addition

to any requirements provided for in the transaction

documents or the requirements of any listing entity'

30Y. (l) A trustee shall, irrespective of the

classification of the issue or offer of asset backed

securitibs, within seven working days of the issue or
offer of asset backed securities to a person other tha:r a
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sellcr or an orrgtnator, or lhe sale, transfer or
assignmcnt of assets to a sccuntisatton trusl, lrle wlth
the Authoriry-

(a) a summary of lhc assets transferred whlch
dtscloscs thc nature and the number of assets
transfened;

(b) detarls of thc conslderatron for sale. transfer
or assignment;

(c) dctails of the naturc of the sale, transfer or
asslgnment; and

(a) thc apphcatron for approval to issue or offer
asset backed secunties:

(b) thc rnclusion or exclusron from the
dcfinrtion of assets;

(d) such other tnformation as the Authorrty may
prcscrr be.

(2) A filing made under subsectron (l) shall not
operate to affect the sale, transfer or asstgnment of
assets.

Sccunns.0on 302. (l) Thc Authonly may rssuc gurdehnes for
thc bcttcr carrytng out of the provistons of thrs part

(2) Wtthout preludrce to the gencraltty of
subsectron (l), the Authonty may tssuc gurdelrnes rn
rclation to -

(c) obtarnrng pnor consent of another regulator,
rf rcquircd, in rcspect of the salc, rransfcr or
assrgnment of asscts or lhe participatton in a
sccuritisatlon transactton :

(d) thc form or structure of a specral purpose
vehicle and docupentatron lequr Fements;

(c) thc classrfrcatton of issues or offers wrth
respect to unrestricted, rcstrrcted or limrted
rcstnctd lssues or offers and the
requiremcnts tn respect of each
classrfication;
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(n the convemion of issues or offers from one

classifi cation to another;

(g) the issue of orders to stop a proposed issue or
a restricted offer of asset backed securities;

(h) the nature of assets that may be originated
inlo a securitisation trust or be sold,
transferred or assigned to a trust based on the
type or characteristics of the asset or the

specific transaction:

(i) the preparation of repons, accounts and

financial statements:

(r) ratingrequirements;

(k) the obligations and liabilities of credit rating
agencies:

(l) rhe registration of details of transfer of
assets:

(nl) the content of the prospectus or offering
memorandunr as the case may be to be
published in connection rvith the issue or
offer of asset backed securities and the
requirements for supponing data and
verification:

(n) the initial, continuing and ongoing
disclosure. audit and cornpliance statements
and provision of data on the performance of
assetsl

(o) civil liability regintes for offering ,

ntenroranda attd prospectus:

(p) the filirrg of rcports and irrformation:

(q) access to reporls and infornation, inspection.
copying and fees payable in relalion lhereto:

(r) the appoinlntcnt, retrtoval. liability and
rt'gulation of a securilisation arrangcr. Arr

originator. a seller. a servicer, a trustec, a

securitisalion manager. an arrditor and any
other party involved in or associated rvith the
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promotion, menagcment or operatton of a
secufltrsation transactton or proposcd
sccuritrzation:

(s) thc rmposrtron of economic sanctlons and the
rssuing of prohrbrtron ordcrs rn respcct of
parties assocrated wrth a secunttsatton
transaction;

(t) the nghts of rnvcstors ln assct backed
sccufltrcs and rcqutrements for trust dceds
and Lransactron documents rncludrng the
powers and ohlrgatrons of truslccs, thc
holdrng of mccttngs and votlng flghts and thc
oblr gattons o[ olhcr parttcs,

(u) fccs payablc rn rcspccl ol lnaktng an
applicatton, thc lrltng, ltxlgrng or tn:,|)cctt()n
of any documcnt\ or rcfx)rt\ lrlcd or lrxJgcd
wrth thc Aulhoflty and rn rc\pccl ()[ lhc
provr\ron o[ coplcs ol such drxtrrrrcrrls ;rrrrl
rc[x)rts,

(v)

(w)

Itsttng on a \ccunllc\ cxchirngc,

thc provrsron ol dalit. lt(lu(lltg l)r(ltg ()tr

posl r\suilncc lrildllll.l.

takcovcr ol[cn rn rc\l)ccl rrl lrslr.tl ,rssr.t
backcd sccurrlrcs, anrl

.rrrtl

(y) advcrtrscmcnl\.

25. Thc pnncrpal Act rs amcndcd by dclcl .l \c(trrn ionDclclron of

of Crp
4t5A

'Amcndmcnr 26. Sectron 3l otthc pnncrpirl Acl rs ar[cndctl l)y )\(.rtrrrg tlr(
:o,::";- 

t' followrng new subsection rmmerlatcly allcr \cclr()n (7) -

4E.SA

"(8) A persdn who contravcncs Ihts \ccttol c()nln)tl\ an ollctl(c '

li:,lyl, 27. 'l'he prrncrpal Act rs amcrrdc<l by rcpcalrng l',rrr Vl
i,li li'1..n suUsrrrulrng thcrcfor the followrng ncw l,:rrt-
{a5a
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PART VI. INSIDER TRADING AND OTHER MARKET
ABUSES

32A. This Part apphes to listed sccuritics, thcir

dcnvatrvcs and derriitives tradcd on any markct

regulatcd by the AuthontY.

(2) For the PurPoscs of this Part' -

(0 sccuritics are "pricc-affcctcd securltics" in

rclation to inside information if the information

rs lrkcly to, rf mada public, matcrielly affcct thc

pricc of thc sccuritics;

(s) informefion shall bE treatcd as relatint to an'"' rrrr", of sccuritics wherc it may affcct thc

busincss ProsPccts of thc comPanY;

(h) "insidcr" mcans a pcrson tn possession of insidc

information.

APPlctton

Insrdcr t.drn8 328. (l) A pcrson who deals in listed securitics or

thcir dcrivativci that arc prtcc-affcctcd in rclation to thc

information in his possissron commits an offcncc of
insrdcr trading if that pcrson - .

(a) encouragcs anothcr pcrson, whcthcr or not that

othcr peison knows it, to dcal tn sccuritics or
thcir dcrivatlvcs whtch are price-dfcctcd
sccunltcs tn relation to thc information in thc

posscssion of thc insrdcr, knowtng or having

ieasonable causc to bclievc that the trading

would take Placc; or

(b) discloscs thc information, otherwrsc than in thc

propcr performancc of the functtons of his

imployrirent, office or profession, to anothcr

pcrson.

(3) For thc purPoscs of subsccttons (l) and (2)' a

ocrson dcals in sccuittrcs or thctr derivativcs if, whcthcr

ls principal or agent, sells' purchases, cxchanges or

subscribci for any hstcd securities or their derivattvcs

or acqutrcs or dtsposes of' or agrecs to acqulr€ or

disposi of thc nght to scll, purchase, cxchangc or

subscrrbc for any listed securittcs or thclr derivallvcs

)
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(4) A contract shall not be vord or unenforccable
by reason only of the commission of an offencc under
this scction

ln!ldc rnformrllon 32C. (l) For rhe purposes of thrs parl. ,'rnsrde

rnformatron" means informatron whlch -
(a) relatcs to partlcular securities or to a parttcular

rssucr of sccuntres:

(b) has not bccn madc publrc;and

(c) if rt wcrc madc public ls likcly ro have a
material cffccl on thc price of the sccuflttcs

Informrlron mrd.
publtc

32D. (l) For rhc purposes
rnformation is made pubhc rf -

(a) rt is published in accordance wlrh the rules of
a securitles exchange for the purposc of
informrng invcstors and their professronal
advrsers;

(b) rt is contarned in records whrch by vrrrue of
any law arc opcn to inspectton by the publtc,

(c) rr can readtly bc acqurred by those lrkcly to
dcal rn any sccuritics -
(r) to whtch thc tnformatlon relatcs, or

of sectron 32C,

(ir) of an issucr to which thc information
relatcsi or

(d) rt is dcrived from rnformarion whrch
has bccn made public

. 
(2).lnformation may bc treatcd as havtng been

made public cven though thc tnformatlon _

(a) can bc acqurrcd by
diligcnce or cxpcrtrsc;

persons cxetclsing

(b) is communicalcd to a scctron ofthc public;

(c) can be acqurrcd by obscrvatlon;
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(d) rs communrcatcd on thc payment of a fce; or

(e) is Pubhshed outside KenYa'

32E. A oerson who contravenes the provtstons of

sectl;;l2B'.o*rn,,. an offence and is liable on

conYlctton -
(a) on a first offence, ln the case of -

ri) an lndlvidual, to a flne not exceedlng two
"' .tttton five hundred thousand shilhngs

or to lmprisonment for a term of two years

and payment of the amount of the gatn

madc or loss avoided; and

(ii) a company, to a finc of up to fivc mrllion
'"' tftif tinlt and paymcnt of the amount of the

galn made or loss avoidcd;

(b) on any subscqucnt offcncc' in the casc of -

(i) an rndrvrdual, to a flnc not exccedtng fivc
million shilllngs or to an impnsonmcnl for

,i".n Y""t' "nO 
PaYment of twicc. thc

amount ;f thc gan made or loss avoldcd ;

and

(ii) a company, to a fine not excccding ten

'"' ;tiliil shiliings and payment of twicc thc

amount of thc galn made or loss avoidcd'

32F. (l) A pcrson who entcrs into or carries oul'

air""ity-oi inait"ctly, two or morc transactions in thc

."*n,i". of a company, or ln other listed securittes'

ffifi; i;";J;"'. oi in 
"on1'n"t'on 

wrth anv other

transaction -

(a) rncrcasc, or are lrkely to lncrease the price

;ith the lntention of rnducrng anothcr pcrson

ro ourchasc, or subscribe for' or to rclrarn

iioin selting securities issucd by the samc

"..p"ry 
oia rclatcd company' or such othcr

Itstcd sccurtttes'

.ht reduce. or are likely lo rcducc' thc pricc with
'"' irti-rt.ntion of tnducing anolher pcrson to

Pcnahy for rnsrd.r
tradrnS.

Mrrkct
mrnrpuhllon.

I
I

I
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sdl , or-to rdrain flm pciesing, sccuriricsid b, thc samc cfupy oi a rclarcd
cmgany, or such otln lisrtd sccuritics; or

(c) sldiftze, a arc likcly lo sratilhE, rhc priccxitl rhe i cnlion of inarirg aaLr pcrson
to scll, purchasc, or sthiibc for, 

, 

or rcr&in. . frorn sclliry; Fr-lr""i;l (x
s&cribing for, sccuritir= lsircd. Uy rnc semcctlp.ny or by e rcleed comfry, or srrch
ciDcr I islcd sccuritics,

coamiis an offcncc.

(2) For dtc purpose of this rctioo, .rcurirics-
includcs crrtangc-brdc{ dcrivatiys 6*E 

"aoptions or futurc contrrcls. ir cootrcliol wilhsccurili6.

Fdlc Ern"r d 32G. (l) A pcrson who crcaEs c das anyrNntrE crntt'nr- which is i;nd;i ; i;ili';*"oi; iil o,
mislcading inFcssion _

(a) d activc dint b sccrritics c thc
sccuritics merla of I scru.iti!3 cxcliolgr; or

(b) wilh ,cspcct bftc rrrrta for, or thc pacc fqdcdings in, sccurS:s uaa .on 
rnc

sccurirics m& of a scanrirics cxrh44
cutnits eo fftte.

(2) Yrrtour -pcjr* b rfo: eltcdr, dsubcction (r), c fib; c EirldinA ffi oractivc tradiag il sccrulis b cr*t fi rhJplq. oftlis rcctioo if a prso _

(a) cnrrs iEb a carri6 orl, dirtttr q
irEnctly, r4r Eansacbo fr tt sL or
Fdci.sc .,f 'rc";il;lx[ -rr- o6,
iovolvc e cbnge in the bcacfitid orrrshipd tlc sccrritb.i, or offcas b do so: 6

(b) offcrs lo scll sccurities at a prir.r rhict is
suhenridly tic same s fia fict rl which
hc has nradc or proposca !o ,nrlc, or lnows
th.t ao rssciatc of his hes m.dc or DtoDoscsto mrkc an offer to buy thc sarnc or
subsrantielly lhc samc numbcr d sccuritics.
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Frrrnukody
rnducrlrt tn&nt rn
t.clrnlict

Uia of ttn|FlaEvc

32H, A pcrson who indrm or.tlcmPB to iDducc

enothcr pcrson to subscribc for, scll or Frchrsc
sccuritics by-

(r) mrking or publishing rny slrtcrnqlt, Pnomisc
or forccest lhrt is fdsc, mislcedin3 or
dcceptivc;

(b) conc..lint ary m crid frcB;

(c) making or publishing rny strtcmcnt, prornise

or forccut which is mislcedinS, fdsc ot
deccptivc; or

(d) rccording or storing in, or by mc.ns ot, rny
mechanicel,. clcctric.l or othcr dcvicc,
informatioo thrt is fdsc or mislceding,

Frlt or rn.lcrdrnt
ltll!manB rnducrnt

commib en offcncc.

32I. A pcrson who, dirccrly or indircctly, in
conncction with any tnnsaction with eny orhcr pcrson

involving thc subccriprion, purchsc or selc of
securiticr

(e) uscs eny dcvicc, schcmc or ertificc to dcfnud
thc olhcr pcrson;

(b) cnsaBcs in any ea, prrcticc or coursc of
busincss which is fnudulent, dcccptivc or
likcly to dcfnud or dcccivc tirt olhcr Frs(,l;
ol

(c) makcs any falsc st tcmcnt in rcletioo o r
matte{ or omits to stttc r mrtcrial frcl that is
neccssary in ordcr to mekc thc strtcmcnB
medc in thc light of thc circumstrnccs undcr
which thcy wcrc madc, not mislcadingi

commits an offcnce.

3U. A pcrson who, direclly or indircctly, for thc
purposc of inducing the subocripion for, sele or
purchase of securities by anothcr person of eny
company, or of eny othcr listcd sccuritics, or to
meintain, incrcasc, reducc or stabihzc thc pricc of such

socuritrcs, makes with rcspoct to thc securitics -

I
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(r) ltry st lcmcnt which is, .t thc timc .rd in

Iitht of thc circumst DCrs in which it is
mrdc, frlsc or mislcrding rvith rtspGcl to rDy
malcrirl frcl md which thrt pcrrcn knows or
rcasonrbly outht to know is fdsc or
mislceding; or

(b) rny stltcmcnt which is, by reeson of rhc
omission d e mrtcrirl facr, rGndcrcd fdsc or
mislcrding end which th.t pclson knows or
outht to know is rcndcrcd fdsc or
mislcading by rcarcn of omission of th.t f.ct,

commiB en offencc-

csrvictioo in thc cese of-

32I(. ( I ) A Frson who is conyictcd of rn ofiencc
under tbis hrt shell, in rddition ro thc pcndty impoccd
fa conrmirtng thc offenct, bc lieblc ro en rrioo Uy e
Frson who hes susteincd pccuniery lcs rs e rcsult of
hving purchascd or sold sccuritics et e prict effcc.tcd
by thc d or rrans-tion which cornpriscs or is thc
subjctt of tlrc offcmt, to rn rtioo for dernegcs in
rcpcct of thc lcs conccrocd.

(2) Notbint in suhccrion (l) sh.ll bc custru.d !o
limit or diminisb eny civil lietility which rny Frson
my imur undcr eny olhcr Acl or lew.

H-*,trit
32L. A pcrson who coolravcne lhc Foyisioos of
hn cornmis en ollcnct end is lieHc on

(e) u individuel, ro r fine nu cxcctrling livc
million shillings or k) impris(rmcnt frr a
tcrm of two yetrs end paymcnt rf twitr: thc
amount of thc Bain madc. or kxs avridcrl ;

(b) I company, lo e finc not cxcrtrlinB tcn
millioo shillings .!d Fytncnl of twict thc
rrDount of tbc trin nradc or lcs evcirkrl.

2t. Scc-tiqr 334 of Thc primiprl Ao is emcndcd-

(e) in subecctioo (3) by dcHinS rhc word ..sir- and substitutin3
thcrefor tlc word "lrdvc';

(b) i1 ttc porirc epceriot .t rhc crld of subsccrioo (58) by
dclaiog the word 'sir" rDd subsfiiutint tHor thc word
'twelve-; end

!
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(c) in subscction (6) by delcting thc words "and all rntcrcsted

partics" and' sudstiiutiog 
- 

thercforc. thc words "the

sharcholdcrsif ih; liccns& pcrson which has bccn pleccd

uno", tt"t'toJ ttnagcmcnt and any other pcrson whom the

Authority may dircct in writing"'

Ar..ndrEnt' 29. rnc principal Act is amcnded by. dcleting scction 33C and

lffifi* subsrituting thcrcfor thc following ncw scclrons-

la54

RcrEdy fn utlfD.

FJrdc.
33C. (l) Thc Authority may, if it eppc-ars lo it' that

thc efflirs of-

(a) e listcd company or any spccial purposc

vchicle;

any olhcr lssucr of listcd sacuritics: or

issucr of publicly offcrcd sccuritics'

arc bcing or heve bcen conductcd in a

.L*i ,"n", is prejudicid to llr intcres of
its mcmbcls or lnvcstors in its sccuntlct or

it in"..,oo ln thc rccuritics markct ot of

somc Dan of the mcmbcrs or invc3tos or

"-a*iaa contrary lo thc lew, mlkc rn

"ppfia.ti- 
to thc Coun fot rn ordcr undcr

subceoion (2)'

(b)

(c)

(2) Thc Court may, if lt is setisficd th't thc m

"ppr,l"li- 
-u,,a.r 

subs,ection (l). niscs rcaloneblc

grounds. makc en ordcr

(q, rcatninint lhc c.rryint out of tlrc tc-t ol
conduct;

(b) rcquinnS thc cornPany lo brint in itr nrmc'

rnocecdln3s agrinst thc pcrtont oo 3ucn

icrms as thc Court maY imPocc:

(c, eppoinling a rcccivcr or mrne3cr for thc

rrholc or Pan of lhc PloPcrty 9r butrnctt ol

thc company and may spccify drc powcrt rnd

dutics of thc reccivcr or ln'netcr;

(d) imposins such conditions as thc Coud mry

coitla.i fil whdhcr for rtguletin3 the

conduct of thc affairs of lhc comgany ln
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,

futurr, or for thc purchasc of the shares of
any mcmbcrs of thc company by othcr
mcmbcrs of thc company or Lv thc clmoanvud, in the case of i purchasc by' th'c

99mpeny, for thc rcduction accordingly of
the capial of the company or othclwis;

. 
(3) fh: Cgurr may, if, on an application undcr rhrs

:cci-o_lt, 
it 

1s 
of th9 opinion thar rhe managcmcnt end

acuviUe of a spGcid purpoc vchicle or a siuritisaaion
transaction erc being conduclcd contrary to thc terms of
thc tr.nsaction documcntation or the iaw, whcthcr or
not thc conduct consists of an isolaied act or a sc.ics oi
acts-

(a)

(b)

(c)

makc an ordcr rcstrainint thc carrylng out of
thc act;

lakc an ordcr dircc-ting thc trustec to
lnstitutc such proc€cdings the as Court may
considcr epproprirtc rganst thc person, on
tcrms the Coun ordcrs;

makc an ordcr for thc change of rhe trustec,
appolnt ncnt of a rcccivcr or managcr of thc
trusl and may spccify thc powers and dutics
oI lhc rc@ivet or managcr; or

(d) mrke such other order thc Court may
considcr. approprirtc, whcrhcr for regulerini
thc conduct of thc sccuritisation tnn'sactioi
or spccid purposc vchrclc affeirs in futurc, lo
tccovct ilsscts or provrdc for compcnsadon or
othcrwisc io protcct thc intcrEsts of invcstors
in thc assct brcked sccuritics.

. 
(4) A company shrll nor, whcrc an ordcr undcr rhis

scction hes ilg'c cffect of altcring its 
"onrfitutio'n,without the lctvc of the Courr, ma*c any funhci

dterrtion to rhc consriturion *t i"r, i. in"onsiJt"ri,iiii
drc ordcr.

33D. ( I ) Thc Authority mey issue dircctidns to_

(a) a company;

(b) a subsidrary of rhc company,

Foecl! of .t.
Aotio.tty to
d.m.od f(r
p.odrctroo. of
ncorar ii,t
dain:ou
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(c) a company which is substantially undcr thc

control of the same pcrson as thc company;

a secuntisation arran gcr, orlSlnator, scrvlccr'
trustee, securitisation managcr, auditor or

any othcr Party associatcd wtth 
^

sciuritisation transaction or special purpose

vchiclc; or

(d)

(e) any party associalcd wtth the tssuc, offcr or

listrng of securtttcs;

where it ap3
D.ars to thc Authority that thcrc arc

ieasonablc grounds to belleve that -

(r) thc buslness of a listcd company' an

cntity whosc secuntics havc bc€n

offeicd to the pubtic or the activitics or

opcrations of anY sPccial PurPosc

"Lhi.l" 
o, the anangemcnts in respcct of

anv securitisation transaction involving
hsied assct backcd securities has bccn or
is betng conductcd -
(A) with thc lntcnt to dcfraud is

credltors, crcdltors of anothcr
pe6on or crcditors of any

iecurrttsation trust, special purpose

vehicle or invcstors in any llsted
sccuritics for a fraudulcnt or
unlawful PurPosc;

(B) in a manner prcludicral to any of its
mcmbers or to lnvcstors ln any

ltsted secuntles;

(C) by a company, an cntity or a special

purpose vehicle whrch was formcd
tor- a fraudulent or unlawful

Purpose; or

(D) by pcrsons who havc, ln rclauon to

the formatlon, management or
oDeration of the comPanY, entity or
spcctal purpose vehiclc bccn found
gurlty bY a Court for fraud,

mrsfiasance or othcr mlsconduct



tro.
56

Capital Ma crs (Amcndntc,tt) NB
lowerds thc company, entity ot
sFcid purposc vehiclc, its
nrcmbcrs or lhc invcsloB in any
listcd rcuritics; or

(ii) thc mcmbcn ofe company c invcsrors
in a listcd or publicly offcrcd sccuritics
havc not bccn givcn all thc irrformalion
rcleting to its affairs lhal rhcy mitht
reercnably cxpccr,

rcguiring it,.t rhc timc and placc
spccificd tn thc dircction, to Foduce
rccords and documcnts spccificd in thc
dircclion.

(2) Thc Authorily may, in issuing a dirccrion undcr
subscrtion ( I ), authorizc a pcrson, to ieguirc a comprny
or olhcr person Efcrcd to in subacctioo (l) fo prodrrc
rccords end dcuncnts spccificd by thc auihcizcd
pcrsoD.

-(3) Thc Auhoriry or .n .vtlu;iz.i pcrlon mey
rcquirc a pcrson, who appcars to bc in posscssion j
any rccords or danrrnts, to prodrrc thc ,ccords or
docurDcnB to thc Auhrtty or to thc .uttrsiz.d Frsot.

(4) A - powcr ur&r this sc.ction to ,Equrre a
company (x aDy othcr pcrs{rt to podrrc rccords or
documcrts includcs thc powcr to-

(a) talc cotics ot crtrrrs;

(b) dsnad an crplarafioo froo that p3rloo, q
any otlE Friot who is a prcsent or past
olficcr of thc cmtpery, cr is or war a iny
tirr- cmpbycd by thc oompeny or or[ci
rclcvanl Frsm; or

(a) ,cquirc, rf I rccor& or dcurrtcrat arc ,tot
podrred, tlc pcrsoir who was rcguirrd to
produc tl*m to giyc .n cry'aneiur fa
failing to poducc thc records s dcurrns-

($ fU If,rwcrs rrclFct of .ny dculrEr s h.ld
by a bank shall ba limitcd ro rhc nnling of cofiics or
cr.trTlg.

i

I
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(6) A Prson who cont avcn€s this scction

commrts an offcncc.

33E. The Authority may' if it appcars io it that it is

desirablc, for thc protcction of cltcnts or invcstors, that

a hccnscd pcrson should bc wound up undcr thc

Compantcs Act or rcleYant constituting documcnt,

prrrint 
" 

petition for thc liccnscd Pcrson lo bc .wound
up or inititutc wrnding up ptocccdings undcr thc

,il"r"nl ,n.t-r"nt on Gc Sround that it is just md
cquitablc that thc liccnscd pcrson should bc wound up'

AnEndrn€rr 3l). Scctron 34 of thc prrncipal Act is amcnded by dcleting

:[F#""3.rbuotions (2), (3), (4) and (5)'
,la5A

A ndlncrri 31. The principal Act is amcndcd by rcpcaling scdtion 34A and

[Il]t , tru.u,,tinB thcr€for thc following ncw scctions -
.tt5A

olTcrEi.nd
Fndtrct,

3.14. ( I ) \Yhcrc a pcrson commils an offcncc

undcr this Act lnd no spccrfic pcnalty is providcd for,
that pcrson shall bc liablc on conviction-

(a) on a first offencc, in the casc of-

(i) an indrvidual, to a finc not cxcccdtng five
million shillings or to imprisonmcnt for a

rcrm n not cxcccdlng two ycars and pay two
times thc amount of eny galn medc or loss

avoided as a rcsult of thc contravcntion; or

(ii) a company, to a finc not cxcecding tcn

mrllion shrllings md pay two times thc

amount of any gain madc or loss avoided as

a result of thc contravcntionl

(b) on any subsequcnt offencc, tn thc casc of-

(i) an individual, to a finc not cxcceding tcn

mrllion shrlhngs or to imprisonment for a

tcrm not cxcccding fivc years and pay

thrce ttmes thc amount of any gain madc

or loss avoidcd as a result of thc

contravcntlonl or

(ii) a company, to a fine not cxcccding thlrty
mrlhon shilhngs and pay threc timcs the
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. (2) The coun may make an order for thc payment
by a person convictcd for an offcnce undcr thri Act of
compcnsatron to a pcrson who suffers loss by reason of
the offcnce

. (3) An ordc.r.for compcnsation undcr subscctlon (2)
may bc ln addition to or in substitutron of any othci
pcnalty or rcmedy avarlablc to that pcrson.

(4) The amount of rcstttution or compensa0on for
whrch a pcrson is liable undcr subscction (i),ls_

(a) thc loss sustaincd or advcrsc rmpact
brcach on the person or pcrsons
compcnsation or rcstitutioni

5E
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amount of any garn madc or loss avotdcd
as a rcsult of thc contravcntton

of the
claimrng

(b) the profits that havc accrued to thc person tn
brcach,

(c) where harm has bccn donc to the markct as a
whole, the rllcgal gains reccived or loss avcncd
as a result of the rllcgal actton as may be
detcrminc.l uy the coun

(5) To the cxtcnt that a pcrson convicted of an
offcncc under subsectton (l) profitcd by committrng
that offence, but those harmed cannot reasonably and
practically bc dctermtncd, the paymcnt under
subscctron (3) shall be made to the Compensatlon Fund
cstablishcd under thrs Act

(6) Thc discretion conferred on thc Authoriry ro
levy financral pcnalttcs or to impose any other
sanctions undcr this Act may be excrciscd separately or
cumulatively, and thc imposrtion of such oinaltres or
sanctions shall not, in any clrcumstancc, pieiudrcc the
nght to any other legal proccedings that may-bc vestcd
tn thc Authority.

(7) All financral pcnalrres levicd undcr this Act
sha.ll bc pard intoihc Invcstor Compcnsation Fund.

32.. Thc princrpal Act rs amcndcd by adding rhe followrng ncw
sectron immediately after sectron 34A-
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3aD{ l) Thc Aurtaity mr}" with thc coosco' d fu
Dtrr.r-; hrblic Plosccutioos ud with thc wrincn

a*.r A thc pcrsoo wbo commiB en offcrc'

"**td 
rn ofi"n* rnd mte rn ordcr fq thc

;*i; try thrr pcrrcn' d r srEr not cr€allt ttc
Eid" ad; mrtimom fioc b wodd orhcrrrirt brc
bcre iryscd uPon covictb'

dh0{P
(2) Thc Authority sh.ll' rit hrs coopndcd r

dca ua&t subcccrin( I ) -
(r) nrtc rE o.&r in rritil3 ld rrd l.:rirrro

&rssin drhc Psscrb hscniultb
dcocc end thc cd d fu Dirtr d
Hi: PrPortioo r oryrd tL clEe

(b) dtc L @ rb h emicd tb tltc'' i "ry & t o.tcr qo tb rcq"'d d Lt
ptrs;rd

(c) suifv fu c.fc G@ilidr tc sn d" ;-.; a&td to bc 1i'l' 'd tu * to
ItklPY'dis&c'

(3) WkG tu rffi cdstd o b I.d t&
sohccb(l)-

(e) b pid to bc Autority xi6io lqrllS -dq3' - 
'f 

'bc o'&' thc Autority rh'll d inni@
rnY Pcccdings rgriolr lH Pcrsm; or

(b) is ml pid within forrtcco drys d lhc ordcr''' 
rhc Aithority Dly insinrc procccdings il
rderiooothcdcre.

(.r) Thc Authodty shdl pry dl sums of-'*y
rcccivcd undcr thii sccrion into the Investor

Compcnrtion Fund.

(5) Thc compounding of rn offcncc undcr this

sccrioo shrll nor prclualcc-uy ordcn for compcosrtion

or r6titution thlt-miy be impccd by thc Authority'

Arforff ca

&E

A!ffi
ro a.cD6 36
dc+-
,la5A.

33. Sccrion 36 of the pinciprl Act is rmcndcd by-

(r) dclctinr thc word "RcSuletions" eppcering in thc sidc notc

-a t-rUotioting thcrefor ttrc word "Dircctions end

subnission of rcPorts";
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(b) dcletrng subscctron ( | ); and

(c) rcnumbcring subscctions (2), (3) and (4) as subscctron (l),
(2) and (3) respcctrvely

Ins..tron of 34. Thc principal Act is amcndcd by inscrtrng thc followrng ncw

lil',itli .otion. immedratcly after sectron 36-
485A

Excmptron of
crr rnl tacunlrc!
axchanta

364. ( I ) Notwrthstanding the provisrons of thrs Act
or any rcgulatrons or rulcs madc thcreundcr rn rclatron
to dcrivativcs or futurcs cxchangcs and partrcrpants
thcrcin, any securitics cxchangc approved by the
Authoflty undcr thrs Act as on thc date thls scctron
comcs into forcc shall be entitlcd to conduct thc
busincss of a dcnvatrves cxchangc, whcthcr by rtself or
through lts wholly owncd subsidrary, for a pcrrod of up
to thrce ycars, subJcct only to complying with any
requircmcnts for rts currcnl approval as a secufltrcs
cxchangc, provided that such an exchange will be
rcqurred to-

(a) havc an rssued and paid up sharc caprtal of a

minrmum of fivc hundrcd mrlhon shillrngs
only;

b) makc arrangcmcnts for thc cffrcicnt and
effectivc clcanng and scttlement of transactions
cffcctcd through the exchangc and rts clcaring
house, and for the managemcnt of seltlemcnt
nskl

(c) rmplcment an effectrve and rehable
rnfrastructurc to facrlrtatc the lradrnB of
dcflvativcs lrstcd on the cxchangc;

(d) formulatc rulcs for the llstrng of dcnvatrvcs
contmcts, for trading, clcaring and settlement
on thc exchange and rts clcaring house, and for
drsputc rcsolution and. for compensatron of
rnycstors, and wrll havc submrtted these for
approval by thc Aulhonty

(2) At the cnd of thc pcrrod rcfened to tn
subscctron (l), a sccuritics cxchangc shall bc rcqurrcd
to comply wrth all thc rcqulrements governing a
derrvativcs cxchange.
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(3) During the period referred to in subsection ( I )'
and 

'notr,vithstinding 
any other provisions of this Act

"na "ny 
regulatio-ns made thereunder, all trading

DaniciD;nts who are or who become trading

lrrti"ii"ntt of such exchange shall be entitled to be

i".ir"ii""t brokers subject only to complying with the

liccnsing requirements for a trading partlclpant

subeistiig on the date this section comes into force '

(4) The Authorig may approve the rules of.the

.*"h"n"" aforesaid re'iating to is derivatives ooerations

*i,rri" fttitt, davs of submlssion of the draft rules or of

any changei requested thereon by the Authority '

I certify that this printed impression is a true copy of the

Bill passed by the National Assembly on the 26th November,

2013.

I

Cterk oJ thc National AsscmblY.

Prcscnted for assent in accordancc with the provisions of

rhe Constitution of Kenya on th"*f*AgC, )Q 13. ,. ,t *"

r,orror./Q..J..9..$.

Speakr the National Asse
^bly.
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