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REPUBLIC OF KENYA
THE NATIONAL TREASURY AND PLANNING

Telegraphic Addrcss: 2292 I
Finrncc - N.irobi
Fax No. J15779
Telephone: 2252299

When RcplyinE Ple.sc Quot(

Ref. ZZiTS/GP/30(31)

Mr. Micheel Sialai, CBS
Clerk ol'the National Asse

Parliament Building
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RE: LEGAL NOTICF NO. ll5 OF 2021- INCOME TAX EXEMPTION ON THE
SEND.OFF PACKAGE PAID TO EMPLOYEES OFTHE KENYA AIRWAYS
LIMITED

fhe above-menrioned Legal Notice was published on 30th July, 2021

In compliance with Section I I of the Statutory Instruments Act. 201 3, I hereby submit the

Legal Notice No. I I 5 of 202 I on exemption ol income tax on the send-off packagc paid to

the employees of Kenya Airways t,imited and Exp lanaton' Memorandum &ilhes,ruc.for-._
vour necessary action \rvc )s
Yours / nl0-1
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Justicc (Rtd) P. Kihara Kariuki, EGH
The Attorrrcy Gcneral
State Law Office
NAIROBI
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EXPI.ANATORY MEMORANDI.'M TO
INCOMETAX

LEGALNOTICENO

Name of Statutory
Instrument

Name of Parent Act

Enacted Pursuant to

Name of the Ministry

Gazetted on

The Inco

1Hq't.\tlt,tr: 5.
Income Tax Act, Cap 4Zo

Section r3(z) of the Income Tax Act

The National Treasury and Planning

3oth July 2o2r

PART I

PART TI

1. Purpose of the Statutory Instrument
The objective of the tegal Notice is to exempt from income tax the send-off
package of rB7 employees of Kenya Airways PLC who exited the service
between January and March zozr.

e. Legislative Context

The Legal Notice seeks to exempt from income tax the send-off package, which
is three months' salary paid in lieu of notice, severance pay and pay for
accumulated leave days, paid to the t87 retrenched employees of Kenya
Airways PLC in accordance with the provisions of Section r3(z) of the Income
Tax Act.

3. Policy Background

3.1 Kenya Airways PLC has been implementing a turn-around program
since zor9. As you may be aware, the company has been making losses
in the recent years due to various factors and this has financially
constrained the operations of the Airline. To mitigate the problem, the
Board in zo16 approved the implementation of a turn-around program,
which among others includes the rationalization of staff to reduce the
cost of operations. The rationalization of staff started in 2019. Due to
the impact of COVID-r9 on the aviation industry since zozo, where
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most of the international travels were suspended, fast-tracking the'iationalization 
of staff became absolutely necessary.

3.2 Considering that the retrenchment is voluntary, the tax exemption and
especially during the COVID-I9 pandemic will encourage staff to take
the offer and also provide reasonable income to start off some activities
to sustain themselves.

4. Public Participation
Internationally, the effects of COVID-19 pandemic have been worse on airlines
to the extent that some airlines may not re-open operations after the pandemic
hence job losses. Kenya Airways PLC has been reporting losses for a long
period and now the situation is worse, this has led to the retrenchment of
some staff under a turn-around protram to sustain the airline. However, the
representatives of the affected staff requested for improvement of the send-off
package that was agreed through the Collective Bargaining Agreement (CBA).

In view of the above, the Kenya Airways PLC sought the intervention of the
National Treasury to exempt the staff from income tax on the send-off package
as one of the ways to improve the send-off package.

S. Impact

The exemption is expected to facilitate the Kenya Airways Limited reduce the
cost of sustaining redundant staff following the reduced business occasioned
by the COVID-r9 pandemic among other factors.

6. Monitoring and review
The implementation of the exemption will be monitored by the Kenya
Revenue Authority.

7. Request to the National Assembly

The National Assembly is invited to:

a) note the contents of this Memorandum and

b) accede to the l,egal Notice No. rr5 of zozr.

8. Contact

Cabinet Secretary,
National Treasury & Planning,
NAIROBI
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SPECIAL ISSUE

Kcnya Gazcrte Supplement No. l4l

( lzgislativc Supplement No. 55)

CORRICENDUM

Oa Pagc 708-
In the first colurnn of thc sixth ro*,, d.l.r. t},c crPrrssiotr

'LA99FRV62MILAT002" aad intctt thc cxprEssiotr
'LA99FRw62Mu-^-Tm2".

Lro^[ Ncr[cE No. I I 5

THE INCOME TAX ACT

(CaP.47Q)

E)cr,}floN

PHNTAD AND PUBLIIIHE BY TEB OOVRNUSI{T Itr'INTAR. NAII'OBI

743

l5th luly,2021

IN EXERCISE of thc powets confcntd by scctior 13 (2) of thc
ItrcoEc Trx Act, thc Csbi.trct Sccrctary for thc National Trcasury etrd

Ptsoling diEcts th&t thtc-oofihr 8al8ry prid ir Licu of ooticc, thc

scvcranc! pay arld paymctrts for tbc accuEu.latrd leavc d&ys to thc otrc

bundrsd aud cighty-scvctr cEployccr of Kcnya Airways Limited wbo
wcrc tltrqschcd strd lcft scrviccs b€twccr J8nuary,202l ad March'
2021, shall bc cxcmpt from thc provisioDs of ttc Act.

Provided that-
(a) Thc crcEptiotr shall trot apply to othcr pcmioo bcEcfits paid

to tbq crrployccs;
(D) Thc rctrcrchcd coploye.s shall trot bc rc-cmploycd by

Kcnya Airways Limitcd itr alry cspacity or uodcr 8dy tcmrs
whstsocver bcforc thc cxpiry of ftvc yc.rs ftoE thc datr of
thc rctrctrcbmcnt;

(c) Kcuya Airwayr Lirnitcd shall comply with soy coEdition
imposcd by thc CoEmissiorcr; 8.od

(d) Kctrya Airwrys Limitcd rhall funish lhe ComrEissioocr with
thc namcs of thc rrtEDchcd cmploycls, thc dstc otr which
thc cmployccs lcft the srrvicc of Kcoy8 Airways Linitcd'
tbc arnoutrt paid to cach cEPloycc 81d I coPy of the lcncr to
thc cmployccs coofinaing thc rrtrcochrncBt.

Datcd thc 7th Julv' 2021' 
,KLJR 

'ATANI,Cabincl S.cr.rary for lha Nartonal Traar/,ry and Planning.
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