
THE VIRTUAL ASSET SERVICE PROVIDERS                        
REGULATIONS, 2026 – IMPLICATIONS OF                          

THE NEW LICENSING, CAPITAL, GOVERNANCE                
AND CONDUCT RULES 

AT A GLANCE

• Kenya now has a complete legal framework for virtual assets. The Regulations, made pursuant 
to Section 49 of the Virtual Asset Service Providers Act, 2025, provide for the licensing,                    
prudential, governance, conduct and enforcement mechanisms applicable to virtual asset 
service providers. 

• The Central Bank of Kenya (CBK) shall supervise payment-facing virtual asset activities and 
stablecoin issuance while the Capital Markets Authority (CMA) shall supervise trading, offering 
and investment activity. Providers with mixed business models shall be under the ambit of          
both regulators.

• Any business that targets Kenyan consumers or derives economic benefit or income from 
Kenya, whether or not it has an office, staff or an entity shall be required to comply with                    
the Regulations. 

• All existing virtual asset service operators have until 4 November 2026 to comply with                 
the Regulations.  
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Certificate, which firmly anchored the transaction 
to a natural person. This was legally significant, as 
the exemption under Paragraph 36(d) of the       
First Schedule to the Income Tax Act is expressly 
available to individuals. 

The Tribunal further observed that the taxpayer 
produced a Title Deed confirming ownership of 
land measuring 4.03 acres, well below the           
statutory threshold of fifty (50) acres. 

In addition, the Tribunal placed considerable 
weight on the Land Control Board consent 
produced by the taxpayer, noting that such 
consent is only required for transactions involving 
agricultural land. It therefore constituted            
cogent and independent evidence supporting        
the agricultural character of the property.       
Taken together, these documents sufficiently 
demonstrated that the land met the statutory 
requirement of being agricultural land of less  
than 50 acres.

The remaining issue was whether the land               
was situated outside a municipality or gazetted 
township. The taxpayer relied on a Surveyor’s 
Report which identified the location of the land 
and indicated that it lay outside municipal  
boundaries. However, the KRA challenged its 
probative value on the basis that it was not 
supported by official county boundary                  
documentation.

The Tribunal noted that under Paragraph 12A of 
the Schedule to the Stamp Duty Act (Cap 480), the 
applicable rate of stamp duty—4% for property 
within a municipality and 2% for property 
outside, turns primarily on location rather than 
use or tenure. In this regard, the Tribunal held 
that neither land use nor tenure is determinative 
of urban or rural classification.

Importantly, the Tribunal emphasised that the 
transfer instrument used at acquisition would 
have been crucial in establishing whether stamp 
duty was assessed at 4% or 2%, but this document 
was not produced. Without it, the Tribunal could 
not conclusively determine whether the property 
was within a municipality or otherwise.

The Tribunal therefore held that while the  
taxpayer had successfully proven that the land 
was agricultural and under 50 acres, she failed to 

situated outside a municipality, gazetted  
township or an area that is declared by the 
Cabinet Secretary, by notice in the Gazette, to 
be an urban area for the purposes of this Act;

Taxpayer’s Case

The taxpayer contended that the transaction was 
exempt from CGT on the basis that the property 
measured approximately 4.03 acres.

She further submitted that the land constituted 
agricultural property situated outside a                
municipality, relying on a Survey Report dated   
30 July 2025 filed before the Tribunal.

Additionally, she argued that the requirement for 
Land Control Board consent as a completion 
document under the sale agreement was                 
indicative of the land’s agricultural character. 

The taxpayer maintained that she had furnished 
sufficient documentation and even invited the 
KRA to conduct a site visit to verify the residential 
and farming activities on the property, which the 
KRA declined. 

KRA’s Case

The KRA stated that it had requested the taxpayer 
to provide the exact location of the parcel,              
including its coordinates in relation to municipal 
boundaries, and that the taxpayer responded by 
submitting a survey report from Geo-Angular 
Surveys Ltd.

The KRA contended that the report was                   
insufficient, as it was not supported by official 
county documentation clearly delineating the 
municipal boundaries vis-à-vis the property’s 
coordinates.

Issue for Determination 

Whether the net gains arising from the transfer 
of the Property owned by the Taxpayer are 
exempt from CGT. 

Analysis and Findings 

The Tribunal found that the taxpayer discharged 
part of her evidential burden by producing the 
Title deed and her National Identity Card and PIN 

T The Virtual Asset Service Providers Regulations, 2026 (the Regulations) were made by the Cabinet 
Secretary for the National Treasury on 3 July 2026 and gazetted on 22 July 2026 as Legal Notice 

No. 134 of 2026. Read with the Virtual Asset Service Providers Act, 2025 (the Act), they establish how 
virtual asset businesses are licensed in Kenya and how they must be capitalised, governed, staffed, secured 
and supervised once licensed.

The practical effect is that market entry, prudential standing, governance, technology risk and financial 
crime controls are now assessed together in a single exercise. 

For most businesses the first question is not “how do we apply?” but “what exactly are we, and to whom do 
we answer?” Classification turns on the substance of the service and not the label on the product.

1. WHO DOES THE REGULATIONS APPLY TO?

The Regulations apply to any person offering virtual asset services in or from Kenya. Critically, a person is 
treated as operating in or from Kenya where that person targets or solicits Kenyan consumers or derives 
an economic benefit or income from Kenya, regardless of any physical presence in the country. 

This test captures offshore exchanges and platforms that onboard Kenyan customers, market into Kenya, 
earn fees from Kenyan activity or settle Kenyan transactions. 

The full spectrum of activities or licensees within the Regulations include wallet providers, virtual asset 
exchanges, virtual asset payment processors, virtual asset brokers, virtual asset investment advisors,  
virtual asset managers, virtual asset offering providers, initial coin offering (ICO), virtual asset                      
tokenization and stablecoin issuance. 

An applicant must be incorporated in Kenya or registered here as a foreign company.

2.   WHO REGULATES WHICH ACTIVITY?

There is no single regulator. Supervisory responsibility between CBK and CMA is allocated by activity, 
broadly between payment-facing activity on the one hand and market- and investment-facing activity on 
the other.

INTRODUCTION

Regulator Principal licence categories Supervisory focus

Central Bank of 
Kenya

Wallet providers; virtual asset 
payment processors; stablecoin 
issuers

Payments, custody, reserves, liquidity, 
redemption, operational resilience and 
financial stability

Capital Markets 
Authority

Exchanges; brokers; investment 
advisers; virtual asset managers; ICO 
providers; tokenisation providers; 
token issuance platforms

Trading and market integrity, offerings 
and disclosure, investment activity and 
investor protection

• fit and proper forms, in the format 
prescribed in the Fourth Schedule, for 
directors, chief executive officers,                
senior officers, significant shareholders 
and beneficial owners;

• proof of source of funds;
• operational policies covering risk                    

management, anti-money laundering, 
counter-financing of terrorism and              
counter-proliferation financing (AM-
L/CFT/CPF), cybersecurity, custody, 
conflicts, outsourcing and complaints          
handling;

• a description of systems and controls, 
evidence of adequate human and             
technology resources, and evidence of 
paid-up and liquid capital; and

• audited financial statements for the 
preceding three years, or opening financial 
statements where the applicant is newly 
incorporated.

The relevant authority may require interviews and 
may reject an application for non-responsiveness, 
weak AML/CFT capability, governance failings, 

adverse compliance history or public interest 
concerns. Where documentation and due 
diligence are complete, the authority is expected 
to determine the application within thirty days. 
Licences are renewed annually.

4.   COMMENCEMENT OF OPERATIONS
       AFTER LICENSING

Regulation 8 requires a licensee to commence its 
virtual asset business within twelve months of the 
grant of the licence. This implies that a licence 
obtained early and left dormant while funding or 
product work continues is a regulatory exposure.

Additionally, Regulation 13 prevents a licensee 
from transferring or assigning its licence unless it 
has commenced business, held the licence for at 
least thirty-six months from commencement, and 
otherwise complied with the Regulations. This 
should be factored into acquisitions, disposals, 
group reorganisations and investor exit planning, 
because a licence cannot simply be sold on with 
the business in the first three years.

3.   LICENSE APPLICATION

The application is documentation-heavy by 
design. Applicants must submit, at a minimum:

• a detailed business plan setting out the 
proposed activities, organisational                 
structure, financial projections, ownership 
and beneficial ownership;
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achieve and maintain full compliance with           
applicable tax laws. We review and advise on tax 
filings, audits, and assessments and offer strategic 
guidance to mitigate tax risks before they escalate. 

We also represent and assist clients in tax dispute 
resolution, including engagements with the KRA 
and proceedings before the Tax Appeals Tribunal. 
Let us help you stay compliant, manage your        
tax obligations effectively, and keep your           
business running smoothly. For any queries 
regarding the foregoing, please contact us at   
taxadvisory@cmadvocates.com.

discharge the burden of proving that the property 
was located outside a municipality, township, or 
an urban area designated by the Cabinet               
Secretary. It reiterated that a taxpayer seeking 
exemption under Paragraph 36(d) must satisfy all 
statutory conditions cumulatively, and failure on 
any one limb is fatal to the claim.

How we can Assist 

At CM Advocates LLP, our team of experienced 
tax consultants and legal experts provide            
comprehensive tax advisory services to help you 

5.   CAPITAL, LIQUIDITY AND FEES

The Fifth Schedule tiers both paid up and liquid capital by activity as follows:

• fit and proper forms, in the format 
prescribed in the Fourth Schedule, for 
directors, chief executive officers,                
senior officers, significant shareholders 
and beneficial owners;

• proof of source of funds;
• operational policies covering risk                    

management, anti-money laundering, 
counter-financing of terrorism and              
counter-proliferation financing (AM-
L/CFT/CPF), cybersecurity, custody, 
conflicts, outsourcing and complaints          
handling;

• a description of systems and controls, 
evidence of adequate human and             
technology resources, and evidence of 
paid-up and liquid capital; and

• audited financial statements for the 
preceding three years, or opening financial 
statements where the applicant is newly 
incorporated.

The relevant authority may require interviews and 
may reject an application for non-responsiveness, 
weak AML/CFT capability, governance failings, 

adverse compliance history or public interest 
concerns. Where documentation and due 
diligence are complete, the authority is expected 
to determine the application within thirty days. 
Licences are renewed annually.

4.   COMMENCEMENT OF OPERATIONS
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Regulation 8 requires a licensee to commence its 
virtual asset business within twelve months of the 
grant of the licence. This implies that a licence 
obtained early and left dormant while funding or 
product work continues is a regulatory exposure.
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from transferring or assigning its licence unless it 
has commenced business, held the licence for at 
least thirty-six months from commencement, and 
otherwise complied with the Regulations. This 
should be factored into acquisitions, disposals, 
group reorganisations and investor exit planning, 
because a licence cannot simply be sold on with 
the business in the first three years.

3.   LICENSE APPLICATION

The application is documentation-heavy by 
design. Applicants must submit, at a minimum:

• a detailed business plan setting out the 
proposed activities, organisational                 
structure, financial projections, ownership 
and beneficial ownership;

Licence category Regulator Minimum paid-up capital

Fiat-referenced stablecoin issuer CBK KES 300,000,000

Wallet provider CBK KES 150,000,000

Virtual asset exchange CMA KES 100,000,000

Virtual asset manager CMA KES 20,000,000

Initial coin offering provider CMA KES 20,000,000

Token issuance platform CMA KES 20,000,000

Virtual asset payment processor CBK KES 10,000,000

Virtual asset broker CMA KES 10,000,000

Tokenisation (real-world asset) provider CMA KES 10,000,000

Virtual asset investment adviser CMA Nil, but professional indemnity cover of
at least KES 1,000,000
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Liquid capital is set separately for each category, 
generally as the higher of a fixed sum or a                 
percentage of liabilities. Stablecoin issuers must 
hold the higher of KES 60 million or 100% of 
current liabilities for at least thirty days and wallet 
providers the higher of KES 30 million or the 
same liabilities test. Exchanges, on the other 
hand, must hold the higher of KES 20 million or 
8% of total liabilities; and ICO providers the 
higher of KES 4 million or 8% of total liabilities. 
Because the test is expressed by reference to   
liabilities, the requirement grows with the book 
and should be modelled dynamically against 
projected volumes.

Where a licensee is authorised for more than              
one activity, it must hold the paid-up capital 
applicable to the highest-capital category, plus 
fifty percent of the paid-up capital prescribed for 
each additional activity.

The various fees that virtual asset service              
providers must take note of are as follows:

• For virtual asset managers, the application fee 
is KES 50,000 and for virtual asset managers 
the same is KES 10,000.

• As for the Licence fees, they range from KES 
100,000 for brokers to KES 2,000,000 for 
stablecoin issuers. 

• Renewal fees apply separately and for              
categories such as exchanges and virtual asset 
managers are linked to turnover or assets 
under management. For most licensees in 
those categories this will be the largest             
recurring regulatory cost. The exchange 
renewal fee is the higher of KES 500,000 or 
0.5% of the previous year’s gross revenue.

• ICO and tokenisation approvals attract a fee of 
0.25% of the value of the successful offer, 
subject to a minimum of KES 200,000 and a 
cap of KES 30,000,000.

6.   GOVERNANCE, OWNERSHIP AND 
CONTROL

The board of a virtual asset service provider must 
have at least three members, of whom at least 
one-third must be independent directors and            
no more than one-third may be related to             
any director. 

The chairperson may not also serve as chief              
executive officer and the chief executive officer 

must be domiciled in Kenya. The board must 
collectively hold the financial, legal, compliance, 
risk and technology competence appropriate to 
the licensed activity.

A significant shareholder is a person holding, 
directly or indirectly, more than 10% of a               
licensee’s share capital. Under the Regulations, 
ownership changes are subject to control to some 
extent. Acquisitions, transfers or disposals of 10% 
or less require prior written notification to the 
relevant authority, while transactions exceeding 
10% require prior approval, assessed by reference 
to the suitability of the proposed acquirer, its 
ability to conduct the business over the long term 
and the manner in which the transaction is 
financed. 

The implication of the above is that investments 
should be reviewed against these thresholds,          
and completion mechanics in any transaction 
involving a licensee must accommodate a                
regulatory approval step.

7.   STABLECOINS AND TOKENISED 
      REAL-WORLD ASSETS

Stablecoin issuance is subject to a distinct               
and considerably more prescriptive regime                   
administered by the Central Bank of Kenya. 
Among other requirements:

• issuance requires CBK approval supported by 
a white paper;

• stablecoins must be fully backed by segregated 
qualifying reserve assets at least equal to the 
value of stablecoins in issue;

• at least 30% of issuance proceeds must be held 
in segregated trust accounts with commercial 
banks in Kenya for issuance and redemption;

• holders must have redemption rights at par 
value generally within two working days;

• issuers may not pay interest or similar returns 
to stablecoin holders;

• custody, reserve management, audit,                  
disclosure and reporting obligations apply 
continuously, including quarterly reserve 
stress testing; and

• the CBK may direct licensed intermediaries to 
restrict access to, or trading in, stablecoins 
issued outside Kenya where it considers this 
necessary for financial stability or consumer 
protection.

The Regulations also create a separate licensing 
route for the tokenisation of real-world assets, 

HOW CM ADVOCATES LLP CAN ASSIST

Our Digital Assets, Cryptocurrencies &                    
Blockchain Practice advises virtual asset                  
providers, fintechs, financial institutions, issuers, 
investors and technology businesses across the 
full licensing exercise. We advise on:

• regulatory perimeter assessments, activity 
classification and licence strategy, including 
identifying the correct regulator for              
multi-activity models;

• readiness reviews testing ownership,             
governance, capital and controls against the 
Regulations, producing a prioritised, costed 
remediation plan;

• preparing and assembling CBK and CMA 
applications, reviewing business plans, fit and 
proper submissions and supporting evidence 
and managing regulator queries and                  
interviews;

• entity establishment, ownership and 
cross-border structuring, board composition, 
investment documentation and approvals for 
changes in control;

• stablecoin reserve, trust and custody                
arrangements, white papers, redemption 
terms and ICO and tokenisation approvals;

• AML/CFT/CPF, sanctions, consumer            
protection, market conduct, advertising, data 
protection, cybersecurity and operational 
resilience frameworks, together with the 
supporting tax, financing, technology,                
intellectual property, employment and 
outsourcing arrangements; and

• regulatory investigations, cyber incidents, 
blockchain tracing, asset recovery and 
disputes.

Our multidisciplinary team combines financial 
regulatory, corporate, tax, technology, data, 
employment and dispute resolution capability 
across East Africa. If you would like a scoping 
conversation or a readiness review mapped to the 
4th November 2026 deadline, we would be glad to 
assist.

with tailored capital, governance, disclosure and 
reporting requirements. The tokenisation activity 
is licensed in its own right and the offering may 
also require approval.

8.   CUSTOMER PROTECTION, CONDUCT 
       AND ADVERTISING

Licensees will be required to make                             
pre-transaction disclosures covering licence 
status, services offered, risks, fees, conflicts of 
interest, withdrawal and cancellation procedures, 
security protocols, business continuity measures 
and material operational changes. 

They must communicate fairly, clearly and           
accurately, and maintain effective complaints 
procedures. Customer assets must be safeguarded 
and segregated from the licensee’s own assets and 
from the claims of its creditors, consumer               
service agreements must be clear, and contractual 
dilution of a licensee’s duties to consumers is 
prohibited. Records must generally be retained 
for seven years.

Insider trading, market manipulation, false          
trading, fraudulent inducement, front-running, 
churning and cold calling are prohibited and 
exchanges must conduct admission due diligence 
on listed assets. 

Advertising shall be subject to content rules, 
limits on performance information, fee disclosure, 
mandatory risk warnings and restrictions on 
internet marketing, and oversight must extend 
across websites, apps, white papers, social media, 
affiliates and influencer arrangements.

9.   FINANCIAL CRIME, CYBERSECURITY 
       AND RESILIENCE

The Regulations impose stringent requirements 
to address financial crimes, cybersecurity and 
resilience issues. AML/CFT/CPF frameworks 
must be risk-based and address customer and 
beneficial owner verification, enhanced due 
diligence, PEP and sanctions screening,                    
transaction monitoring, suspicious transaction 
reporting, record keeping and source of funds.

Originator and beneficiary information must 
accompany transfers and controls should be 

calibrated to high-risk wallets and sanctions              
exposure. 

Licensees must also maintain proportionate          
technology and cybersecurity controls, including a 
board-approved strategy, secure access and           
cryptographic key management, vulnerability and 
penetration testing, independent audits, incident 
reporting, business continuity, disaster recovery 
and oversight of outsourced service providers.

10.   SUPERVISION AND ENFORCEMENT

The relevant authority may inspect, require            
information and records, conduct investigations, 
intervene in management, appoint a statutory 
manager, issue freezing and seizure orders, give 
remedial directions, suspend or revoke a licence 
and oversee voluntary and involuntary                   
liquidation.

The Regulations also establish a Virtual Assets 
Services Coordination Forum chaired by the 
National Treasury, drawing together close to 
twenty regulators and government agencies, 
including the Central Bank of Kenya, the Capital 
Markets Authority, the Asset Recovery Agency, 
the Ethics and Anti-Corruption Commission, the 
Financial Reporting Centre, the Directorate of 
Criminal Investigations, the National Intelligence 
Service, the Office of the Director of Public        
Prosecutions and the Kenya Revenue Authority.

11.   THE TRANSITION:
        4TH NOVEMBER 2026

Section 47 of the Act gave persons already             
providing virtual asset services one year from           
the Act’s commencement to comply. The Act    
commenced on 4 November 2025, which fixes 4 
November 2026 as the deadline. 

There is no sandbox and no transitional relief. 
This means that pre-existing operators are not 
grandfathered and must meet the full                          
requirements. That leaves a short runway for 
restructuring ownership, incorporating locally, 
raising qualifying capital, recruiting independent 
directors, producing audited financial                        
information, completing security testing and 
assembling the required evidence.

Businesses that took positions on the March 2026 
draft should also revisit them since several 
proposals did not survive into the gazetted text. 
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situated outside a municipality, gazetted  
township or an area that is declared by the 
Cabinet Secretary, by notice in the Gazette, to 
be an urban area for the purposes of this Act;

Taxpayer’s Case

The taxpayer contended that the transaction was 
exempt from CGT on the basis that the property 
measured approximately 4.03 acres.

She further submitted that the land constituted 
agricultural property situated outside a                
municipality, relying on a Survey Report dated   
30 July 2025 filed before the Tribunal.

Additionally, she argued that the requirement for 
Land Control Board consent as a completion 
document under the sale agreement was                 
indicative of the land’s agricultural character. 

The taxpayer maintained that she had furnished 
sufficient documentation and even invited the 
KRA to conduct a site visit to verify the residential 
and farming activities on the property, which the 
KRA declined. 

KRA’s Case

The KRA stated that it had requested the taxpayer 
to provide the exact location of the parcel,              
including its coordinates in relation to municipal 
boundaries, and that the taxpayer responded by 
submitting a survey report from Geo-Angular 
Surveys Ltd.

The KRA contended that the report was                   
insufficient, as it was not supported by official 
county documentation clearly delineating the 
municipal boundaries vis-à-vis the property’s 
coordinates.

Issue for Determination 

Whether the net gains arising from the transfer 
of the Property owned by the Taxpayer are 
exempt from CGT. 

Analysis and Findings 

The Tribunal found that the taxpayer discharged 
part of her evidential burden by producing the 
Title deed and her National Identity Card and PIN 
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discharge the burden of proving that the property 
was located outside a municipality, township, or 
an urban area designated by the Cabinet               
Secretary. It reiterated that a taxpayer seeking 
exemption under Paragraph 36(d) must satisfy all 
statutory conditions cumulatively, and failure on 
any one limb is fatal to the claim.

How we can Assist 

At CM Advocates LLP, our team of experienced 
tax consultants and legal experts provide            
comprehensive tax advisory services to help you 

Liquid capital is set separately for each category, 
generally as the higher of a fixed sum or a                 
percentage of liabilities. Stablecoin issuers must 
hold the higher of KES 60 million or 100% of 
current liabilities for at least thirty days and wallet 
providers the higher of KES 30 million or the 
same liabilities test. Exchanges, on the other 
hand, must hold the higher of KES 20 million or 
8% of total liabilities; and ICO providers the 
higher of KES 4 million or 8% of total liabilities. 
Because the test is expressed by reference to   
liabilities, the requirement grows with the book 
and should be modelled dynamically against 
projected volumes.

Where a licensee is authorised for more than              
one activity, it must hold the paid-up capital 
applicable to the highest-capital category, plus 
fifty percent of the paid-up capital prescribed for 
each additional activity.

The various fees that virtual asset service              
providers must take note of are as follows:

• For virtual asset managers, the application fee 
is KES 50,000 and for virtual asset managers 
the same is KES 10,000.

• As for the Licence fees, they range from KES 
100,000 for brokers to KES 2,000,000 for 
stablecoin issuers. 

• Renewal fees apply separately and for              
categories such as exchanges and virtual asset 
managers are linked to turnover or assets 
under management. For most licensees in 
those categories this will be the largest             
recurring regulatory cost. The exchange 
renewal fee is the higher of KES 500,000 or 
0.5% of the previous year’s gross revenue.

• ICO and tokenisation approvals attract a fee of 
0.25% of the value of the successful offer, 
subject to a minimum of KES 200,000 and a 
cap of KES 30,000,000.

6.   GOVERNANCE, OWNERSHIP AND 
CONTROL

The board of a virtual asset service provider must 
have at least three members, of whom at least 
one-third must be independent directors and            
no more than one-third may be related to             
any director. 

The chairperson may not also serve as chief              
executive officer and the chief executive officer 

must be domiciled in Kenya. The board must 
collectively hold the financial, legal, compliance, 
risk and technology competence appropriate to 
the licensed activity.

A significant shareholder is a person holding, 
directly or indirectly, more than 10% of a               
licensee’s share capital. Under the Regulations, 
ownership changes are subject to control to some 
extent. Acquisitions, transfers or disposals of 10% 
or less require prior written notification to the 
relevant authority, while transactions exceeding 
10% require prior approval, assessed by reference 
to the suitability of the proposed acquirer, its 
ability to conduct the business over the long term 
and the manner in which the transaction is 
financed. 

The implication of the above is that investments 
should be reviewed against these thresholds,          
and completion mechanics in any transaction 
involving a licensee must accommodate a                
regulatory approval step.

7.   STABLECOINS AND TOKENISED 
      REAL-WORLD ASSETS

Stablecoin issuance is subject to a distinct               
and considerably more prescriptive regime                   
administered by the Central Bank of Kenya. 
Among other requirements:

• issuance requires CBK approval supported by 
a white paper;

• stablecoins must be fully backed by segregated 
qualifying reserve assets at least equal to the 
value of stablecoins in issue;

• at least 30% of issuance proceeds must be held 
in segregated trust accounts with commercial 
banks in Kenya for issuance and redemption;

• holders must have redemption rights at par 
value generally within two working days;

• issuers may not pay interest or similar returns 
to stablecoin holders;

• custody, reserve management, audit,                  
disclosure and reporting obligations apply 
continuously, including quarterly reserve 
stress testing; and

• the CBK may direct licensed intermediaries to 
restrict access to, or trading in, stablecoins 
issued outside Kenya where it considers this 
necessary for financial stability or consumer 
protection.

The Regulations also create a separate licensing 
route for the tokenisation of real-world assets, 

HOW CM ADVOCATES LLP CAN ASSIST

Our Digital Assets, Cryptocurrencies &                    
Blockchain Practice advises virtual asset                  
providers, fintechs, financial institutions, issuers, 
investors and technology businesses across the 
full licensing exercise. We advise on:

• regulatory perimeter assessments, activity 
classification and licence strategy, including 
identifying the correct regulator for              
multi-activity models;

• readiness reviews testing ownership,             
governance, capital and controls against the 
Regulations, producing a prioritised, costed 
remediation plan;

• preparing and assembling CBK and CMA 
applications, reviewing business plans, fit and 
proper submissions and supporting evidence 
and managing regulator queries and                  
interviews;

• entity establishment, ownership and 
cross-border structuring, board composition, 
investment documentation and approvals for 
changes in control;

• stablecoin reserve, trust and custody                
arrangements, white papers, redemption 
terms and ICO and tokenisation approvals;

• AML/CFT/CPF, sanctions, consumer            
protection, market conduct, advertising, data 
protection, cybersecurity and operational 
resilience frameworks, together with the 
supporting tax, financing, technology,                
intellectual property, employment and 
outsourcing arrangements; and

• regulatory investigations, cyber incidents, 
blockchain tracing, asset recovery and 
disputes.

Our multidisciplinary team combines financial 
regulatory, corporate, tax, technology, data, 
employment and dispute resolution capability 
across East Africa. If you would like a scoping 
conversation or a readiness review mapped to the 
4th November 2026 deadline, we would be glad to 
assist.

with tailored capital, governance, disclosure and 
reporting requirements. The tokenisation activity 
is licensed in its own right and the offering may 
also require approval.

8.   CUSTOMER PROTECTION, CONDUCT 
       AND ADVERTISING

Licensees will be required to make                             
pre-transaction disclosures covering licence 
status, services offered, risks, fees, conflicts of 
interest, withdrawal and cancellation procedures, 
security protocols, business continuity measures 
and material operational changes. 

They must communicate fairly, clearly and           
accurately, and maintain effective complaints 
procedures. Customer assets must be safeguarded 
and segregated from the licensee’s own assets and 
from the claims of its creditors, consumer               
service agreements must be clear, and contractual 
dilution of a licensee’s duties to consumers is 
prohibited. Records must generally be retained 
for seven years.

Insider trading, market manipulation, false          
trading, fraudulent inducement, front-running, 
churning and cold calling are prohibited and 
exchanges must conduct admission due diligence 
on listed assets. 

Advertising shall be subject to content rules, 
limits on performance information, fee disclosure, 
mandatory risk warnings and restrictions on 
internet marketing, and oversight must extend 
across websites, apps, white papers, social media, 
affiliates and influencer arrangements.

9.   FINANCIAL CRIME, CYBERSECURITY 
       AND RESILIENCE

The Regulations impose stringent requirements 
to address financial crimes, cybersecurity and 
resilience issues. AML/CFT/CPF frameworks 
must be risk-based and address customer and 
beneficial owner verification, enhanced due 
diligence, PEP and sanctions screening,                    
transaction monitoring, suspicious transaction 
reporting, record keeping and source of funds.

Originator and beneficiary information must 
accompany transfers and controls should be 

calibrated to high-risk wallets and sanctions              
exposure. 

Licensees must also maintain proportionate          
technology and cybersecurity controls, including a 
board-approved strategy, secure access and           
cryptographic key management, vulnerability and 
penetration testing, independent audits, incident 
reporting, business continuity, disaster recovery 
and oversight of outsourced service providers.

10.   SUPERVISION AND ENFORCEMENT

The relevant authority may inspect, require            
information and records, conduct investigations, 
intervene in management, appoint a statutory 
manager, issue freezing and seizure orders, give 
remedial directions, suspend or revoke a licence 
and oversee voluntary and involuntary                   
liquidation.

The Regulations also establish a Virtual Assets 
Services Coordination Forum chaired by the 
National Treasury, drawing together close to 
twenty regulators and government agencies, 
including the Central Bank of Kenya, the Capital 
Markets Authority, the Asset Recovery Agency, 
the Ethics and Anti-Corruption Commission, the 
Financial Reporting Centre, the Directorate of 
Criminal Investigations, the National Intelligence 
Service, the Office of the Director of Public        
Prosecutions and the Kenya Revenue Authority.

11.   THE TRANSITION:
        4TH NOVEMBER 2026

Section 47 of the Act gave persons already             
providing virtual asset services one year from           
the Act’s commencement to comply. The Act    
commenced on 4 November 2025, which fixes 4 
November 2026 as the deadline. 

There is no sandbox and no transitional relief. 
This means that pre-existing operators are not 
grandfathered and must meet the full                          
requirements. That leaves a short runway for 
restructuring ownership, incorporating locally, 
raising qualifying capital, recruiting independent 
directors, producing audited financial                        
information, completing security testing and 
assembling the required evidence.

Businesses that took positions on the March 2026 
draft should also revisit them since several 
proposals did not survive into the gazetted text. 
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discharge the burden of proving that the property 
was located outside a municipality, township, or 
an urban area designated by the Cabinet               
Secretary. It reiterated that a taxpayer seeking 
exemption under Paragraph 36(d) must satisfy all 
statutory conditions cumulatively, and failure on 
any one limb is fatal to the claim.

How we can Assist 

At CM Advocates LLP, our team of experienced 
tax consultants and legal experts provide            
comprehensive tax advisory services to help you 

Liquid capital is set separately for each category, 
generally as the higher of a fixed sum or a                 
percentage of liabilities. Stablecoin issuers must 
hold the higher of KES 60 million or 100% of 
current liabilities for at least thirty days and wallet 
providers the higher of KES 30 million or the 
same liabilities test. Exchanges, on the other 
hand, must hold the higher of KES 20 million or 
8% of total liabilities; and ICO providers the 
higher of KES 4 million or 8% of total liabilities. 
Because the test is expressed by reference to   
liabilities, the requirement grows with the book 
and should be modelled dynamically against 
projected volumes.

Where a licensee is authorised for more than              
one activity, it must hold the paid-up capital 
applicable to the highest-capital category, plus 
fifty percent of the paid-up capital prescribed for 
each additional activity.

The various fees that virtual asset service              
providers must take note of are as follows:

• For virtual asset managers, the application fee 
is KES 50,000 and for virtual asset managers 
the same is KES 10,000.

• As for the Licence fees, they range from KES 
100,000 for brokers to KES 2,000,000 for 
stablecoin issuers. 

• Renewal fees apply separately and for              
categories such as exchanges and virtual asset 
managers are linked to turnover or assets 
under management. For most licensees in 
those categories this will be the largest             
recurring regulatory cost. The exchange 
renewal fee is the higher of KES 500,000 or 
0.5% of the previous year’s gross revenue.

• ICO and tokenisation approvals attract a fee of 
0.25% of the value of the successful offer, 
subject to a minimum of KES 200,000 and a 
cap of KES 30,000,000.

6.   GOVERNANCE, OWNERSHIP AND 
CONTROL

The board of a virtual asset service provider must 
have at least three members, of whom at least 
one-third must be independent directors and            
no more than one-third may be related to             
any director. 

The chairperson may not also serve as chief              
executive officer and the chief executive officer 

must be domiciled in Kenya. The board must 
collectively hold the financial, legal, compliance, 
risk and technology competence appropriate to 
the licensed activity.

A significant shareholder is a person holding, 
directly or indirectly, more than 10% of a               
licensee’s share capital. Under the Regulations, 
ownership changes are subject to control to some 
extent. Acquisitions, transfers or disposals of 10% 
or less require prior written notification to the 
relevant authority, while transactions exceeding 
10% require prior approval, assessed by reference 
to the suitability of the proposed acquirer, its 
ability to conduct the business over the long term 
and the manner in which the transaction is 
financed. 

The implication of the above is that investments 
should be reviewed against these thresholds,          
and completion mechanics in any transaction 
involving a licensee must accommodate a                
regulatory approval step.

7.   STABLECOINS AND TOKENISED 
      REAL-WORLD ASSETS

Stablecoin issuance is subject to a distinct               
and considerably more prescriptive regime                   
administered by the Central Bank of Kenya. 
Among other requirements:

• issuance requires CBK approval supported by 
a white paper;

• stablecoins must be fully backed by segregated 
qualifying reserve assets at least equal to the 
value of stablecoins in issue;

• at least 30% of issuance proceeds must be held 
in segregated trust accounts with commercial 
banks in Kenya for issuance and redemption;

• holders must have redemption rights at par 
value generally within two working days;

• issuers may not pay interest or similar returns 
to stablecoin holders;

• custody, reserve management, audit,                  
disclosure and reporting obligations apply 
continuously, including quarterly reserve 
stress testing; and

• the CBK may direct licensed intermediaries to 
restrict access to, or trading in, stablecoins 
issued outside Kenya where it considers this 
necessary for financial stability or consumer 
protection.

The Regulations also create a separate licensing 
route for the tokenisation of real-world assets, 
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with tailored capital, governance, disclosure and 
reporting requirements. The tokenisation activity 
is licensed in its own right and the offering may 
also require approval.

8.   CUSTOMER PROTECTION, CONDUCT 
       AND ADVERTISING

Licensees will be required to make                             
pre-transaction disclosures covering licence 
status, services offered, risks, fees, conflicts of 
interest, withdrawal and cancellation procedures, 
security protocols, business continuity measures 
and material operational changes. 

They must communicate fairly, clearly and           
accurately, and maintain effective complaints 
procedures. Customer assets must be safeguarded 
and segregated from the licensee’s own assets and 
from the claims of its creditors, consumer               
service agreements must be clear, and contractual 
dilution of a licensee’s duties to consumers is 
prohibited. Records must generally be retained 
for seven years.

Insider trading, market manipulation, false          
trading, fraudulent inducement, front-running, 
churning and cold calling are prohibited and 
exchanges must conduct admission due diligence 
on listed assets. 

Advertising shall be subject to content rules, 
limits on performance information, fee disclosure, 
mandatory risk warnings and restrictions on 
internet marketing, and oversight must extend 
across websites, apps, white papers, social media, 
affiliates and influencer arrangements.

9.   FINANCIAL CRIME, CYBERSECURITY 
       AND RESILIENCE

The Regulations impose stringent requirements 
to address financial crimes, cybersecurity and 
resilience issues. AML/CFT/CPF frameworks 
must be risk-based and address customer and 
beneficial owner verification, enhanced due 
diligence, PEP and sanctions screening,                    
transaction monitoring, suspicious transaction 
reporting, record keeping and source of funds.

Originator and beneficiary information must 
accompany transfers and controls should be 

calibrated to high-risk wallets and sanctions              
exposure. 

Licensees must also maintain proportionate          
technology and cybersecurity controls, including a 
board-approved strategy, secure access and           
cryptographic key management, vulnerability and 
penetration testing, independent audits, incident 
reporting, business continuity, disaster recovery 
and oversight of outsourced service providers.

10.   SUPERVISION AND ENFORCEMENT

The relevant authority may inspect, require            
information and records, conduct investigations, 
intervene in management, appoint a statutory 
manager, issue freezing and seizure orders, give 
remedial directions, suspend or revoke a licence 
and oversee voluntary and involuntary                   
liquidation.

The Regulations also establish a Virtual Assets 
Services Coordination Forum chaired by the 
National Treasury, drawing together close to 
twenty regulators and government agencies, 
including the Central Bank of Kenya, the Capital 
Markets Authority, the Asset Recovery Agency, 
the Ethics and Anti-Corruption Commission, the 
Financial Reporting Centre, the Directorate of 
Criminal Investigations, the National Intelligence 
Service, the Office of the Director of Public        
Prosecutions and the Kenya Revenue Authority.

11.   THE TRANSITION:
        4TH NOVEMBER 2026

Section 47 of the Act gave persons already             
providing virtual asset services one year from           
the Act’s commencement to comply. The Act    
commenced on 4 November 2025, which fixes 4 
November 2026 as the deadline. 

There is no sandbox and no transitional relief. 
This means that pre-existing operators are not 
grandfathered and must meet the full                          
requirements. That leaves a short runway for 
restructuring ownership, incorporating locally, 
raising qualifying capital, recruiting independent 
directors, producing audited financial                        
information, completing security testing and 
assembling the required evidence.

Businesses that took positions on the March 2026 
draft should also revisit them since several 
proposals did not survive into the gazetted text. 

Certificate, which firmly anchored the transaction 
to a natural person. This was legally significant, as 
the exemption under Paragraph 36(d) of the       
First Schedule to the Income Tax Act is expressly 
available to individuals. 

The Tribunal further observed that the taxpayer 
produced a Title Deed confirming ownership of 
land measuring 4.03 acres, well below the           
statutory threshold of fifty (50) acres. 

In addition, the Tribunal placed considerable 
weight on the Land Control Board consent 
produced by the taxpayer, noting that such 
consent is only required for transactions involving 
agricultural land. It therefore constituted            
cogent and independent evidence supporting        
the agricultural character of the property.       
Taken together, these documents sufficiently 
demonstrated that the land met the statutory 
requirement of being agricultural land of less  
than 50 acres.

The remaining issue was whether the land               
was situated outside a municipality or gazetted 
township. The taxpayer relied on a Surveyor’s 
Report which identified the location of the land 
and indicated that it lay outside municipal  
boundaries. However, the KRA challenged its 
probative value on the basis that it was not 
supported by official county boundary                  
documentation.

The Tribunal noted that under Paragraph 12A of 
the Schedule to the Stamp Duty Act (Cap 480), the 
applicable rate of stamp duty—4% for property 
within a municipality and 2% for property 
outside, turns primarily on location rather than 
use or tenure. In this regard, the Tribunal held 
that neither land use nor tenure is determinative 
of urban or rural classification.

Importantly, the Tribunal emphasised that the 
transfer instrument used at acquisition would 
have been crucial in establishing whether stamp 
duty was assessed at 4% or 2%, but this document 
was not produced. Without it, the Tribunal could 
not conclusively determine whether the property 
was within a municipality or otherwise.

The Tribunal therefore held that while the  
taxpayer had successfully proven that the land 
was agricultural and under 50 acres, she failed to 

situated outside a municipality, gazetted  
township or an area that is declared by the 
Cabinet Secretary, by notice in the Gazette, to 
be an urban area for the purposes of this Act;

Taxpayer’s Case

The taxpayer contended that the transaction was 
exempt from CGT on the basis that the property 
measured approximately 4.03 acres.

She further submitted that the land constituted 
agricultural property situated outside a                
municipality, relying on a Survey Report dated   
30 July 2025 filed before the Tribunal.

Additionally, she argued that the requirement for 
Land Control Board consent as a completion 
document under the sale agreement was                 
indicative of the land’s agricultural character. 

The taxpayer maintained that she had furnished 
sufficient documentation and even invited the 
KRA to conduct a site visit to verify the residential 
and farming activities on the property, which the 
KRA declined. 

KRA’s Case

The KRA stated that it had requested the taxpayer 
to provide the exact location of the parcel,              
including its coordinates in relation to municipal 
boundaries, and that the taxpayer responded by 
submitting a survey report from Geo-Angular 
Surveys Ltd.

The KRA contended that the report was                   
insufficient, as it was not supported by official 
county documentation clearly delineating the 
municipal boundaries vis-à-vis the property’s 
coordinates.

Issue for Determination 

Whether the net gains arising from the transfer 
of the Property owned by the Taxpayer are 
exempt from CGT. 

Analysis and Findings 

The Tribunal found that the taxpayer discharged 
part of her evidential burden by producing the 
Title deed and her National Identity Card and PIN 
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