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ABBREVIATIONS
ITA - Income Tax Act
VAT - Value Added Tax
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CHAIRPERSON’S FOREWARD

The Finance Bill, 2018 was passed by the National Assembly on Thursday, 30™ August, 2018.
In accordance with Article 115(1) (b) the President referred the Finance Bill, 2018 back to
Parliament for reconsideration on Thursday, 13" September, 2018. The President’s
reservations were subsequently submitted to the Committee for consideration in line with the

provisions of the Constitution and the Standing Orders.

The Committee thanks the Office of the Speaker and the Clerk of the National Assembly for the

necessary support extended to it in the process of considering the President’s reservations to the

Finance Bill, 2018.

The Chairperson thanks all the Members of the Committee and the secretariat for their sacrifice

and commitment in considering the President’s reservations to the Finance Bill, 2018.

Hon. Speaker, it is now my pleasant duty and privilege to present and commend this report of the

. ’Departmental Commlttee on Fmance and Natlonal Planmng, for con31derat10n ‘and approval by

the House pursuant to Artlcle 115 of the Constitution. — -

THEHON;KBEPHLMWOIWP
THAHHERSON_"““”“ R
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EXECUTIVE SUMMARY

The Finance Bill, 2018 was passed by the National Assembly on Thursday, 30™ August, 2018.
The Bill was seeking to amend various laws relating to taxes and duties and for matters
incidental thereto. In line with the powers conferred by Article 115 of the Constitution, H.E the
President expressed his reservation to assent to the Finance Bill, 2018. Consequently, the
Memorandum was sent to the National Assembly on Thursday, 13™ September, 2018 detailing
the reasons for his reservations. Thereafter, the Speaker vide a communication dated 18"
September, 2018 conveyed the President’s Memorandum on the Finance Bill, 2018 and
subsequently referred it to the Departmental Committee on Finance and National Planning for

consideration. H.E expressed his reservations together with recommendations as follows: -
1. Insertion of a new definition in Section 2 of the ITA on the term winnings.

2. Deletion of Clause 18(b) relating to the First Schedule to the VAT Act, 2013 which was
proposing the extending of the exemption from-VAT on Petroleum:products from

o ,September 2018 to a further period of two. yeals . September 2020.

3. Insertion of a new paragraph in Section 5(2) of the VAT Act, 2013 to provrde for VAT

2016 The proposal wrll also ensure that the taxable value of petroleum products exclude
excise duty, fees and other charges and further ensure that the section comes into effect

- upon passage of the Supplementary Appropriations (No.2) Act, 2018.

4. Proposed amendments to Part I of the First Schedule to the Excise Duty Act, 2015 to
provide for levying of excise duty on sugar confectionery (including white chocolate) of
tariff heading 17.04; chocolates blocks, slabs or bars of tariffs nos. 1806.31.00, 106.32.00
and 8806.90.00 at the rate of Kshs. 20 per kg.

5. Proposed amendments to Part II of Paragraph 3 of the First Schedule to the Excise Duty
Act, 2015 by deleting paragraph I (as contained in the Excise Duty Act, 2015) and
substituting with the paragraph as follows “telephone and internet data services shall be
charged excise duty at a rate of fifteen percent of their excisable value.” Further
proposals on the same clause relate to the excise duty on fees for money transfer services
by banks, money transfer agencies and other financial service providers at the rate of

twenty (20%) percent from the current 10%. The net effect of this move would result in

6|Page



the doubling of the excise duty on fees charged by banks, money transfer agencies and
other financial service providers. The effect of this on the national revenue will yield

additional revenue.

6. Insertion of new sections in the Betting, Lotteries and Gaming Act which is meant to
reduce betting, lottery gaming, price competition tax payable by the companies from the
current 35 % to 15%. Through the amendment made in the Tax Laws Act, 2018, the ITA
was amended to provide for the tax payable from winnings at the rate of 20 %. However,
the tax payable by companies remained at 35%. The original intention in the tax laws Act
was to ensure that the tax burden of 35 % was shared at the ratio of 20: 15 by punters and

companies respectively.

7. Insertion of new definitions in Section 2 of the Employment Act to provide for the
definition of the terms employee contribution, employer contribution, employees earning

and the National Housing Development Fund.

8. Insertion of a new section 31A to the Employment Act to support the housing pillar of the
Governments Big Four Plan to have a mandatory contribution of one point five percent of

the employee’ monthly basic salary contributed by both employer and employee.

NS

“Insertion of a new section to the Miscellan'eous, Fees and Levies Act to include the anti-

adulteration levy. to. illuminating kerosene. This is meant to eliminate adulteration of-

—diesel with kerosene as this will bring at per the cost of kerosene to that of diesel. The
v levy on illuminating kerosene shall be eighteen shillirigs per litre of the customs value to

be paid by importers at the time of entry into Kenya.

In line with the Speakers Communication, the Committee proceeded to consider the President’s
Memorandum on the same day. Subsequent meetings were also held on 19" September, 2018
where the Committee engaged the National Treasury. The deliberations formed the basis on

which the Committee made its decisions.

The Committee having considered the President’s Memorandum and recommendations therein
adopts the President’s proposed amendments to the Finance Bill, 2018 with an exception of the
proposal to levy excise duty on sugar confectionery (including white chocolate) of tariff heading
17.04; chocolates blocks, slabs or bars of tariffs nos. 1806.31.00, 106.32.00 and 8806.90.00 at

the rate of Kshs. 20 per kg. The Committee is of the view that this will have a negative effect on
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the manufacturing pillar of the

the region.

Big Four Agenda and also make the country uncompetitive within
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1. PREFACE

1.1 ESTABLISHMENT OF THE COMMITTEE
The Departmental Committee on Finance & National Planning is one of the fifteen
Departmental Committees of the National Assembly established under Standing Order 216
whose mandates pursuant to the Standing Order 216 (5) are as follows:

a) To investigate, inquire into, and report on all matters relating to the mandate,
management, activities, administration, operations and estimates of the assigned
ministries and departments;

b) To study the programme and policy objectives of Ministries and departments and the
effectiveness of their implementation;

¢) To study and review all the legislation referred to it;

d) To study, access and analyze the relative success of the Ministries and departments

as measured by the results obtained as compared with their stated objectives;

e) To investigate and inquire into all matters relating to the assigned Ministries and

departments as they may deem necessary, and as may be referred to them by the

House

f) -To vet and report on all appomtments where the Constitution or any law requires

the National Assembly to approve, except those under Standing Order No.204

(Commlttee on appomtments)

( fa).T o- examme.treatles agreements_and.conventlons, _

2) To make reports and recommendations to the House as often as p0551ble, 1nclud1ng

recommendation of proposed legislation;
-~ h) To consider reports of Commissions and- Independent Offices submitted to-the—— --
House pursuant to the provisions of Article 254 of the Constitution; and

i) To examine any questions raised by Members on a matter within its mandate.

1.2 MANDATE OF THE COMMITTEE

In accordance with the Second Schedule of the Standing Orders, the Commiittee is mandated to
consider, Public finance, Monetary policies, Public debt, Financial institutions (excluding those
in securities exchange), Investment and divestiture policies, Pricing policies, Banking, Insurance,

Population revenue policies including taxation and National planning and development.
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In executing its mandate, the Committee oversees the following government Ministries;

il.
iil.

iv.

The National Treasury and Ministry of Planning
Ministry of Devolution and ASAL

Office of the Controller of Budget

Salaries and Remuneration Commission

Commission on Revenue Allocation

1.3 COMMITTEE MEMBERSHIP

The Committee on Finance and National Planning was constituted by the House in December,

2017 and comprises of the following Members:-

1.
2.
%

—7k

3.

10|Page

h
8.
9

10.
11.
12.
13.
14.
15,
16.
17.
18.

The Hon. Joseph K. Limo, MP — Chairperson

The Hon. Isaac W. Ndirangu — Vice-Chairperson
The Hon. Jimrhy O. Angwenyi, MP 7 ]
The Hon. Alfred W. Sambu; MP - - =0 - oo T
The Hon. Enoch Kibunguchy, MP - -

6. The Hon. Shakeel S. Ahmed, MP

The Hon, Abdul R. Dawood, MP g o
The Hon. Daniel E. Nanok, MP

The Hon. Andrew A. Okuome, MP-

The Hon. David M. Mboni, MP

The Hon. Francis K. Kimani, MP

The Hon. Joseph M. Oyula, MP

The Hon. Joshua C. Kandie, MP

The Hon. Lydia H. Mizighi, MP

The Hon. Mohamed A. Mohamed, MP
The Hon. Purity W. Ngirici, MP

The Hon. Samuel Atandi, MP

The Hon. Stanley M. Muthama, MP



1.4 COMMITTEE SECRETARIAT

1. Ms. Leah W. Mwaura
Ms. Jennifer Ndeto

Mr. Josephat Motonu
Mr. Chelang’a Maiyo
Mr. Collins Mahamba
7. Mr. John Njoro

S I

Ms. Laureen Wesonga

- Senior Clerk Assistant/Lead Clerk
- Principal Legal Counsel

- Third Clerk Assistant

- Fiscal Analyst I

- Research & Policy Analyst III

- Audio Officer

- Serjeant-At-Arms
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2 CONSIDERATION OF THE PRESIDENT’S RESERVATIONS TO THE FINANCE
BILL, 2018

The Committee held meetings on 18" and 19™ September, 2018 to deliberate on the President’s

reservations to the Finance Bill, 2018 and resolved as follows:-

2.1 Insertion of a new definition in Section 2 of the ITA — As proposed by the President

Section 2 of the Income Tax Act is amended by deleting the definition of “winnings” and

substituting therefor the following new definition:

wmnmgs >include winnings of any kind and a reference to the amount or to the payment of

wmnmgs shall be construed accordingly”

2.1.1 The Committee’s recommendatlon ,

The Comm1ttee agreed "to the President’s ecommendation to insert a new Clause 2A to the

Income Tax Act.

2.1.2 Justification

This will widen the tax base, remove complexities in computation of the tax and for consistency
with the Betting, Lotteries and Gaming Act. The Government projects to collect additional Kshs.

25 billion from this proposal.

2.2 Clause 18 — As proposed by the President
Deletion of Clause 18(b)
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2.2.1 The Committee’s Recommendation

The Committee agreed to the proposal of the President to delete Clause 18(b) that was seeking to

extend the period of imposition of excise duty on Petroleum products by a further two years i.e.

September 2020.

2.2.2 Justification

The National Treasury had projected to collect close to Kshs. 35 billion to finance the budget and

hence with the extension of period, it was going to leave the budget with a shortfall of Kshs. 35

billion.

2.3 Insertion of a new paragraph in Section 5(2) of the VAT Act, 2015 — As proposed by the
President

Inserting New Clause 18A
Section 5 of the VAT Act, 2013 is amended in subsection 2 by inserting the f‘eﬂowing new

paragraph 1mmed1ately aftex paragr aph (a)
(aa) in the case of goods listed in Sectlon B of Part I of the First Schedule eight percent

(8%) of the taxable value effectlve from the date of assent

‘Provided that— 7 _
) the taxable value in respect of these goods shall exclude excise duty, fees
_and other charges; |
and
(i1) despite section 1 of the Finance Act, 2018, this paragraph comes into

effect upon enactment of the Supplementary Appropriation Act.

2.3.1 The Committee’s recommendation

The Committee agreed to the President’s recommendation to insert new clause 18A but also
amended by moving the commencement date to clause 1 of the Finance Bill, 2018 and further

make reference to Supplementary Appropriation Act (no. 2) of 2018 for specificity.
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2.3.2 Justification

The intent of this amendment is to ensure that the exemptions in the VAT Act are reduced since
this is the best practice for VAT regime. This will widen the tax base hence increasing revenue

collection. The National Treasury projects to collect Kshs. 17.5 billion from this tax.

2.4 Proposed amendments to Part I of the First Schedule to the Excise Duty Act, 2015 — As
proposed by the President

Part I of the First Schedule of the proposal be amended by adding the following new item:

Description Rate of Excise Duty

Sugar confectionary (including white | Shs. 20 per kg
chocolate) of tariff heading 17.04;
chocolate blocks, slabs or bars of tariffs
nos. 1806.31.00, 1806.32.00  and
8806.90.00 -

2.4.1 The Committee’s Recommendation

~~The Committee 1€j c_;_cted'—th‘efPreé‘idiv;?nt’;s_'_y‘_e‘c‘;'ormn'end-ati'orj;ft_o—_P__art“I-—of~.-t-he~Fi-_rs_f_:S'c:h;c_dule—tovt-he—--ﬂ-:&__gﬁw
Excise Duty Act, 2015. == = S

2.4.2 Justification

i Enactment of this recommendation will be against the manufacturing pillar of the Big
Four Agenda.

. ii.  The amount of money projected to be collected from this tax is only Kshs. 473 million.

iii. It will make Kenya uncompetitive in the region in terms of confectioneries due to the
increased prices as a result of the tax.

iv.  Some confectionery industries may move to neighboring countries hence leading to job
losses.

2.5 Proposed amendments to Part II of Paragraph 3 of the First Schedule to the Excise
Duty Act, 2015 — As proposed by the President

Part 11 of the First Schedule be amended:
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(1) by deleting paragraph 1 and substituting therefor the following new paragraph:

Telephone and internet data services shall be charged excise duty at a rate of
fifteen percent of their excisable value.

(11) by deleting paragraph 2 and substituting therefor the following new paragraph:

Excise duty on fees charged for money transfer services by banks, money transfer
agencies and other financial service providers shall be twenty percent of their

excisable value.
(iii) by deleting paragraph 4 and substituting therefor the following new paragraph:

Excise duty on other fees charged by financial institutions shall be twenty percent
of their excisable value.

2.5.1 The Committee’s Recommendation

The Committee agreed to the President’s recommendation to amend Part II of Paragraph 3 of the
First Schedule to the Excise Duty Act, 2015.

2.5.2 Justification

1. This recommendation is replacing the ‘Robin Hood Tax’ which would be more expensive
and complicated to compute.

~il: “=The revenue collected through this-recommendation will be used to- finance-universal
health care.

iii.  The National Treasury projects to collect 20.2 billion from this.

2.6 Insertion of new sections in the Betting, Lotteries and Gaming Act

Insert the following new Sections in the Act-

Section 29A of the Betting, Lotteries and Gaming Act is amended in subsection (1) by

deleting the expression “thirty-five” and substituting therefor the expression “fifteen”.

Section 44A of the Betting, Lotteries and Gaming Act is amended in subsection (1) by

deleting the expression “thirty-five” and substituting therefor the expression “fifteen”.
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Section 55A of the Betting, Lotteries and Gaming Act is amended in subsection (1) by

deleting the expression “thirty-five” and substituting therefor the expression “fifteen”.

Section 59B of the Betting, Lotteries and Gaming Act is amended in subsection (1) by

deleting the expression “thirty-five” and substituting therefor the expression “fifteen”.

2.6.1 The Committee’s Recommendation

The Committee agreed to the President’s recommendation to insert new sections in the Betting,

Lotteries and Gaming Act.

2.6.2 Justification

The intent of this recommendation is to distribute the tax burdens fairly between the winnings

“and the ™ compames The hlgh taxation has-a net-effect-of encouraging-the playeré to-bet on

1nternat10nal platforms ‘where the fax is not pumtwe The recommendation is expected to raise

revenue from Kshs 8.7 blllnon to between Kshs. 24 billion and Kshs. 30. billion.

2.7 Insertion of new definitions in Section 2 of the Employment Act — As proposed by the
President ” ' .

Section 2 of the Act be amended by defining the following terms-

“employer contribution” means the employer’s contribution payable into the National Housing

Development Fund;
“employee contribution” means a contribution payable under this Act for his or her benefit;

“employee earnings” means the taxable amount determined under the ITA for purposes of

levying income tax on the employee emoluments.

«“National Housing Development Fund” means the Fund established under section 6 of the

Housing Act.
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2.7.1 The Committee’s Recommendation

The Committee’s agreed to the President’s recommendation to insert new definitions in Section
2 of the Employment Act.

2.7.2 Justification

The proposed Section 31A uses terms that are technical in nature that require to be defined for
clarity.

2.8 Insertion of a new section 31A to the Employment Act — As Proposed by the President

The Employment Act is amended by inserting the following new section:

31A (1) An employer shall pay to the National Housing Development Fund in respect of

each employee-

a) the employer’s contribution at one point five per centum of the employee’s

~monthly basic salary; and

—.b)_the_—employee’s_contributionat one- per-.centum.-of _the monthly basic -
~ employee’s salary: Provided that the sum of the employer and employee

- contributions shall not exceed five thousand shillings monthly. -

(2) the benefits to an employf?:éwshall accrue as follows- 7
a) for employees who qualify for affordable housing, the contributions

accrue to the employee and shall be used to finance the purchase of a

house under the affordable housing scheme; or

b) for employees who are not eligible for affordable housing, upon the expiry
of fifteen years from the date of the start of making the contributions, or

after the attainment of retirement age, whichever is sooner-

i.  atransfer of their contributions to a pension scheme registered with

the Retirement Benefits Authority;
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ii. a transfer of their contributions to any person registered and
eligible for affordable housing under the National Housing

Development Fund; or

iii. a transfer of their contributions to their spouse or dependent

children; or
iv.  to receive their contributions in cash;

Provided that contributions paid out in cash shall be subject to tax at the
prevailing rates.

(3) All contributions shall get a return based on the return on the Fund.

(4) The employer shall remit both employee and employer contributions to the National

Housing Development Fund before the ninth day of the following month.

(SV)JIf the contributions due under this section ere not paid on or before the day on which ™

“the payments are due; a penalty of five-percent- of the contributions-shall be-payable by

the employer for each month or part thereof during which the contributions remain

unpald and any such penaltles shall be recoverable as a sum due and payable to the

(6) This section shall become effective upon the Gazettement of Regulations prescribing
the requirements for qualification to the scheme by the Cabinet Secretary responsible for

housing in consultation with the Cabinet Secretary responsible for finance.

2.8.1 The Committee’s Recommendation

The Committee agreed to the President’s recommendation to insert a new Section 31A to the
Employment Act.

2.8.2 Justification

i, This will support the Government’s agenda on affordable housing.
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ii.  The proposal provides for the benefit that will accrue for employees who are not eligible
for affordable housing, upon the expiry of fifteen years from the date of the start of

making the contributions, or after the attainment of retirement age.

1.  The recommendation provides for the transfer of one’s shares on retirement or if they are

not eligible for affordable housing.

2.9 Insertion of a new section to the Miscellaneous, Fees and Levies Act — As proposed by
the President

The Miscellaneous Fees and Levies Act is amended by inserting the following new section 8A
immediately after section 8-

8A(1) there shall be paid a levy to be known as the anti-adulteration levy, on all
illuminating kerosene imported into the country for home use.

(2) the levy shall be at the rate of eighteen shillings per litre of the customs value
of the illuminating kerosene and shall be paid by the importer at the time of
entering the illuminating kerosene into the country.

2.9.1 The Committee’s Recommendation
__ The Committee agreed to the President’s recommendation to insert new section 8A to the
Miscellaneous, Fees and Levies Act.

2.9.2 Justification

i.  Fuel adulteration has led to immense losses in the country including loss of business to
other countries, damaging of vehicles and pollution.

ii.  The Government projects to raise Kshs. 9.8 billion from the anti-adulteration levy.
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3. COMMITTEE’S RECOMMENDATION

The Committee having considered the President’s reservations to the Finance Bill, 2018 and
pursuant to Article 115 of the Constitution, recommends as follows:-

1. Approve the insertion a new definition in Section 2 of the Income Tax Act
2. Approve the deletion of Clause 18.
3. Approve the insertion of a new paragraph in Section 5(2) of the VAT Act, 2015

4. Reconsideration of the amendment of Part I of the First Schedule to the Excise Duty Act,
2015.

5. Approve the amendment of Part 1I of Paragraph 3 of the First Schedule to the Excise
Duty Act, 2015

6. Approve the insertion of new sections in the Betting, Lotteries and Gaming Act
7. Approve the insertion of new definitions in Section 2 of the Employment Act

8. Approve the insertion of a new section 31A to the Employment Act

— 9. Approve the insertion of-a new section to the:Miscellancous, Féés‘*a”r_rd'IEViES”Act
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4 COMMITTEE STAGE AMENDMENTS

Having considered the reservation by H.E the President on the Finance Bill, 2018 as passed by

the House, the Committee came up with the following proposed amendments: -

CLAUSE 1
THAT, the Bill be amended in clause 1 by inserting the following paragraph immediately after

paragraph (a)—

(ab) section 18A on the date of assent;

NEW CLAUSE 18A
THAT, the presidential memorandum be amended in the proposed amendment to section 5 of the

Value Added Tax Act by —
(i) deleting the words “effective on the date of assent”

(ii) deleting the words “Supplementary Appropriations Act” and substituting therefor the
words “Supplementary Appropriations (No.2) Act, 2018

: ~ CLAUSE 31 |
______THAT, the Presidential memorandum be amended by deleting the proposed amendment to

- clause 31 (a) (iii).

SIGNED..... S5z P = S DATE.... 20/ 9/ 10/&.......

THE HON. JOSEPH LIMO, M.P.
CHAIRPERSON
DEPARTMENTAL COMMITTEE ON FINANCE AND NATIONAL PLANNING
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5 ANNEXTURES
1. The Minutes of the proceedings of the Committee

7. President’s reservations to the Finance Bill, 2018
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REPUBLIC OF KENYA

NATIONAL ASSEMBLY
DEPARTMENTAL COMMITTEE ON FINANCE & NATIONAL PLANNING
ADOPTION SCHEDULE FOR THE REPORT ON THE CONSIDERATION OF THE PRESIDENT’S
MEMORANDUM ON THE FINANCE BILL, 2018

DATE: 19™ SEPTEMBER, 2018

NAME SIGNATURE
1. HON. JOSEPH K. LIMO, MP — CHAIRMAN e
2. HON.ISAAC W. NDIRANGU — VICE-CHAIRMAN M{/
3. HON.JIMMY O. ANGWENYI, MP M
4. HON. ALFRED W. SAMBU, MP
5. HON. DR. ENOCH KIBUNGUCHY, MP
6. HON. SHAKEEL SHABBIR AHMED, MP
7.

HON. ABDUL RAHIM DAWOOD, MP

oo

HON. DANIEL E. NANOK, MP
9. HON. ANDREW A. OKUOME, MP

10. HON. DAVID M. MBONI, MP
11. HON. KURIA KIMANI, MP

12. HON. JOSEPH M. OYULA, MP
13. HON. JOSHUA KANDIE, MP

14. HON. LYDIA H. MIZIGHI, MP
15. HON. MOHAMED ALI, MP il
16. HON. PURITY NGIRICI, MP

17. HON. SAMUEL ATANDI, MP M
18. HON. STANLEY M. MUTHAMA, MP ;:P
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MINUTES OF THE 68'" SITTING OF THE DEPARTMENTAL COMMITTEE ON
FINANCE AND NATIONAL PLANNING HELD ON WEDNESDAY, 19™ SEPTEMBER,
2018 IN CPA ROOM, MAIN PARLIAMENT AT 3.00 PM

PRESENT

Hon. Joseph K. Limo, MP - Chairperson

Hon. Isaac W. Ndirangu, MP- Vice Chairperson
Hon. Jimmy O. Angwenyi, MP

Hon. Shakeel Shabbir Ahmed, MP

Hon. Abdul Rahim Dawood, MP

Hon. Daniel E. Nanok, MP

Hon. Andrew A. Okuome, MP

Hon. David M. Mboni, MP

9. Hon. Joseph M. Oyula, MP

10. Hon. Joshua C. Kandie, MP

11. Hon. Lydia H. Mizighi, MP
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Agenda

Prayers

Preliminaries/Introductions

Communication from the Chair

Bills

Petitions

Papers

Personal statement (Members Only)

Confirmation of Minutes

Matters Arising

0. Adoption of the report on the consideration of the President’s memorandum on the
Finance Bill, 2018

11. Adjournment

S0 RN LA WN

MIN.NO.NA/F&NP/2018/383: PRELIMINARIES/COMMUNICATION FROM THE
CHAIRPERSON

_The meeting was called to order at-3.10. pm with prayer from .the,ChairpersohA._;He then invited

the meeting to deliberate on the agenda: - - : , - R

MIN.NO.NA/F&NP/2018/384: CONFIRMATION OF MINUTES

Agéndafwras déféﬁed.

MIN.NO.NA/F&NP/2018/385: ADOPTION OF THE REPORT ON THE
CONSIDERATION OF THE PRESIDENT’S MEMORANDUM ON THE FINANCE
BILL, 2018 ' ' ' - -
The meeting adopted the report on the consideration of the President’s memorandum on the

Finance Bill, 2018 with the following recommendations:-

1. Approved the insertion a new definition in Section 2 of the Income Tax Act
2. Approved the deletion of Clause 18

3. Approved the insertion of a new paragraph in Section 5(2) of the VAT Act, 2015 with the

following amendment:-

Moving the commencement date to clause 1 of the Finance Bill, 2018 and further making

reference to Supplementary Appropriation Act (no. 2 of 2018) for specificity in

paragraph (i1).
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4. Reconsideration of the amendment of Part I of the First Schedule to the Excise Duty Act,

2015.

5. Approved the amendment of Part II of Paragraph 3 of the First Schedule to the Excise
Duty Act, 2015.

6. Approved the insertion of new sections in the Betting, Lotteries and Gaming Act.
7. Approved the insertion of new definitions in Section 2 of the Employment Act.
8. Approved the insertion of a new section 31A to the Employment Act.

9. Approved the insertion of a new section to the Miscellaneous, Fees and Levies Act.

Committee unanimously adopted the Report with the following Committee Stage Amendments :-

CLAUSE1  — — e o |
THAT, the Bill be amended in clause 1 by inserting the following paragraph immediately after

- ‘parzigraph’ U O S e ST = 5 5 e

(ab) section 18A on the date of assent;

'NEW CLAUSE 18A
THAT, the presidential memorandum be amended in the proposed amendment to section 5 of the

~Value Added Tax Actby — I o
(i) deleting the words “effective on the date of assent”

(ii) deleting the words “ Supplementary Appropriations Act” and substituting therefor
the words “ Supplementary Appropriations (No.2) Act, 2018~

CLAUSE 31
THAT, the Presidential memorandum be amended by deleting the proposed amendment to

clause 31 (a) (ii1).
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MIN.NO.NA/F&NP/2018/386: ADJOURNMENT

There being no other business to deliberate on, the meeting was adjourned at 4.31 p.m. The date

of the next meeting shall be communicated.

HON. JOSEPH K. LIMO, MP

(CHAIRPERSON)

SIGNED .......... &8N0 P N s
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10. Ms. Catherine Waireri - Intern

NATIONAL TREASURY
1. Mr. Henry Rotich - Cabinet Secretary
2. Mr. Musa Kathanje - Director, Macro & Fiscal Affairs
3. Mr. Joseph Ngugi - Deputy Director

KENYA REVENUE AUTHORITY
1. Mr. Caxton M. Ngoywo - Deputy Commissioner
2. Mr. Maurice Oray - Ag. Deputy Commissioner

Agenda

Prayers
Preliminaries/Introductions
Communication from the Chair
Bills
Petitions————--—- SET——— I
Papers -
Personal statement (Members Only)
Confirmation of Minutes ,
9. Matters Arising- = =

® NNk WD

10. Consideration of the Presndent s memorandum on the Fmance Bill, 2018
11. Adjournment

- MIN.NO.NA/F&NP/2018/378: PRELIMINARIES/COMMUNICATION FROM  THE
CHAIRPERSON

The meeting was called to order at 10.37 am with prayer from the Chairperson. He then invited
the meeting to deliberate on the agenda.

MIN.NO.NA/F&NP/2018/379: CONFIRMATION OF MINUTES
Agenda was deferred.

MIN.NO.NA/F&NP/2018/380: CONSIDERATION OF THE PRESIDENT’S
MEMORANDUM ON THE FINANCE BILL, 2018

The Chairperson invited the CS, National Treasury, Mr. Henry Rotich to make a submission on

the President’s memorandum on the Finance Bill, 2018. The CS briefed the meeting as follows:-

1. Insertion of a new definition in Section 2 of the ITA
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i.  The intent of this recommendation is to widen the tax base, remove complexities

in computation and for consistency with the Betting, Lotteries and Gaming Act.

ii.  The Government projects to collect Kshs. 25 billion through this.

2. Deletion of Clause 18(b)
This is to enable the government to Finance the budget for the FY 2018/19.
3. Insertion of a new paragraph in Section 5(2) of the VAT Act, 2015

The intent of this amendment is to ensure that the exemptions on the VAT Act are
reduced. This is the best practice for VAT. The narrow tax base has resulted in loss of

revenue.

MEMBERS’ DELIBERATIONS . _ s
i.  On why the enactment of the 16% VAT on petroleum products had been
- postponed, the CS-informed the meeting that this was done due to public outery.

ii.  On the effects of the 16% VAT on petroleum products on the inflation of the

S = o —e oo countrys-the. CS_informed ,_t»_he,,.meétingfthat‘the*gpyhtry”Sj:gﬂ'ati'onfwggggtj?}%fi_n;:{ -~
August. The impact of thé 16% VAT on petroleum products will be determined
from the September inflation which is yet to be determined.
‘iii.  On which taxes are levied on petroleum products, the méeting was informed that
the taxes are excise at 20% and road maintenance levy at 18/= per litre. The 8%
VAT will be the third tax on petroleum products and the excisable value will
exclude the other existing taxes.
iv.  On the expected revenue from the 8% VAT, the CS informed the meeting that the
projected revenue from the tax is 17.5 billion for each FY.
v.  The CS informed the meeting that small retailers do not meet the VAT threshold

and will therefore not pay the 8% VAT on sales.
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Vi.

Vil.

The meeting noted that it was important to tie the effecting of this tax to this
year’s Supplementary Appropriation Act as opposed to leaving it open as it was in
the President’s memorandum.

The CS undertook to share the total revenue collected from each tax including the

projected revenue from the 8% VAT.

4. Proposed amendments to Part I of the First Schedule to the Excise Duty Act, 2015

The intent of this excise tax is mainly for health reasons because sugar has been listed as

one of the items that are creating health risks by WHO and also to increase revenue

collection.

MEMBERS’ DELIBERATIONS

‘The meeting was concerned that the introduction of this tax will result in closure

il.

iil.

iv.
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of confectionary industries. The CS assured them that this would not happen

because_the Gawamment was_de.alma W1th the issue of 1mportmg contraband

goods in the country and thlS will in furn result in the growth of the confect1onery

industries and other industries in the country.

On the expecfed revenue from this tax, the CS informed the meeting that they

were projecting to collect Kshs. 473 million.

On whether the taxes will make Kenya less competitive in the region, the CS
informed the meeting that harmonization of taxes in the region was ongoing and
therefore neighboring countries will move to a similar tax regime hence issues of

competitiveness will not arise.

On why the excise tax had not been set at a percentage of the cost, the meeting
was informed that excise tax was moved to be specific because at times dealers

manipulate prices thus reducing revenue collection.

The tax on beer, cigarettes, soft drinks etc was amended two years ago with an

automatic adjustment of 5% on the base.



5. Proposed amendments to Part II of Paragraph 3 of the First Schedule to the Excise
Duty Act, 2015

The intent of this is to compensate for the Robin Hood Tax which was complex and to
expand the tax coverage.

MEMBERS’ DELIBERATIONS

i.  On the revenue projections, the CS stated that the expected revenue from the
excise duty is Kshs. 19.2 billion.

ii.  The meeting CS undertook to think through how tax on cash can be implemented
in order to discourage money laundering in future.

6. Insertion of new sections in the Betting, Lotteries and Gaming Act

- The intent of this recommendation-is-to prevent over taxation of the sector which:-can lead to
underground betting.

MEMBER’S DELIBERATIONS

i. 'Members noted that A1t is 1mportant for the Governrrteﬁt to explatn to the pubhc
the forms of gambling that are being dlscouraged by the Government and those
that are bemg taxed.

ii.  The CS stated that the mdustry needs to be properly regulated and that the Bettlng
Control and Licensing Board was working on regulations. He further stated that
the Betting, Gaming and Lotteries Act needs to be modernised.

ili.  On the projected revenue, the CS informed the meeting that they were expecting
to collect a revenue of between Kshs. 24 billion to Kshs. 30 billion up from the
Kshs. 8.7 billion that they have been collecting. He undertook to provide a
breakdown of the revenue expected from the 20% tax on winnings and that
expected from the 15%.

iv.  Members were concerned that Kenyans will opt to bet on international platforms
where they will not pay taxes. The CS assured them that mechanisms had been
put in place to ensure that those who bet on international platforms pay taxes.
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7. Insertion of new definitions in Section

new section 31A to the Employment Act

The intent of this is to provide affordable housing to Kenyans.

MEMBERS’ DELIBERATIONS

ii.

iii.

Members were noted that it would be unfair to tax contributions paid out in cash.
The CS informed them that the contributions will be tax exempt and it would

therefore in order for the cash to be taxed.

On how much the Government will pay for its employees to the fund, the CS

== informed the meeting that the Government will pay Kshs. 10 billion per annum.

“On the time within which one will receive their money back if they apply for it,

the CS stated that this will be provided for in the regulations.

v

2 of the Employment Act and Insertion of a

On public participation;:the CS informed the-meeting that it had been extensively

done as seen from consultative meetings held with stakeholders.

8. Insertion of a new section to the Miscellaneous, Fees and Levies Act

Fuel adulteration has led to immense losses in the country including loss of business to
other countries, damaging of vehicles and pollution.

MEMBERS’ DELIBERATIONS

il.

6|Page

On the expected revenue, the CS informed the meeting that the Government was

expecting to collect Kshs. 9.8 billion from this levy.

On the selling of fuel meant for export, the CS stated that this was being

addressed by tracking vehicles transporting fuel to U ganda and Rwanda.



iii.  On how the Government intends to offer alternatives to kerosene, the CS stated
that plans are in place to roll out the subsidized LPGs and solar lamps have been
tax exempt in order to make them affordable. The Government will promote the

use of cheaper sources of lighting and cooking to the citizenry.

MIN.NO.NA/F&NP/2018/381: ANY OTHER BUSINESS

The CS undertook to address the issue of interest rate capping at a later date.

MIN.NO.NA/F&NP/2018/382: ADJOURNMENT

There being no other business to deliberate on, the meeting was adjourned at 1.52 p.m. The next
meeting will be held the same day at 3.00pm.

HON. JOSEPH K. LIMO, MP

(CHAIRPERSON) , -

'SIGNED Wl T~ ¢ e DATE%/q//W g

-------------
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MINUTES OF THE 66™ SITTING OF THE DEPARTMENTAL COMMITTEE ON
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Communication from the Chair
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Personal statement (Members Only)
Confirmation of Minutes

. Matters Arising

10. Consideration of the President’s memorandum on the Finance Bill, 2018
11. Adjournment
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MIN.NO.NA/F&NP/2018/374: PRELIMINARIES/COMMUNICATION FROM THE
CHAIRPERSON

The meeting was called to order at 4.25 pm with prayréf from the Chairperséh. He then invited
the meeting to deliberate on the agenda. — S —

MIN.NO.NA/F&NP/2018/375: CONFIRMATION OF MINUTES

—

Agenda was deferred. :

MIN.NO.NA/F&NP/2018/376: CONSIDERATION OF THE i’RESIDENT’S

MEMORANDUM ON THE FINANCE BILL, 2018

The Chairperson invited the Secretariat to brief the meeting on H.E the President’s memorandum
on the Finance Bill, 2018. The Secretariat informed the meeting that H.E the President had

proposed the following recommendations in his memorandum: -

1. Insertion of a new definition in Section 2 of the ITA

Section 2 of the Income Tax Act is amended by deleting the definition of “winnings” and

substituting therefor the following new definition:

“winnings” include winnings of any kind and a reference to the amount or to the payment

of winnings shall be construed accordingly”.

2. Deletion of Clause 18(b)
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. Insertion of a new paragraph in Section 5(2) of the VAT Act, 2015

Inserting New Clause 18A

Section 5 of the VAT Act, 2013 is amended in subsection 2 by inserting the following

new paragraph immediately after paragraph (a)

(aa) in the case of goods listed in Section B of Part I of the First Schedule, eight percent

(8%) of the taxable value, effective from the date of assent:

Provided that-

(1) the taxable value in respect of these goods shall exclude excise duty, fees

and other charges;

and

(11) despite section 1 of the Finance Act, 2018, this paragraph comes into

effect upon enactment of the Supplementary Appropriation Act.

‘4. Proposed amendments to Part I of the First Schedule to the Excise Duty Act, 2015

— PartIofthe First S;_élfédu'l'efdf the I’S_qui{)szil'lié amended by adding the following new

item:

Df&_scrip.tioh

Rate of Excise Duty '

Sugar confectionary (including white
chocolate) of tariff heading 17.04;
chocolate blocks, slabs or bars of tariffs
nos. 1806.31.00, 1806.32.00 and
8806.90.00

Shs. 20 per kg

. Proposed amendments to Part II of Paragraph 3 of the First Schedule to the Excise

Duty Act, 2015

Part II of the First Schedule be amended:

(1) by deleting paragraph 1 and substituting therefor the following new paragraph:

Telephone and internet data services shall be charged excise duty at a rate of
fifteen percent of their excisable value.
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(ii) by deleting paragraph 2 and substituting therefor the following new paragraph:

Excise duty on fees charged for money transfer services by banks, money transfer
agencies and other financial service providers shall be twenty percent of their
excisable value.

(iii) by deleting paragraph 4 and substituting therefor the following new paragraph:

Excise duty on other fees charged by financial institutions shall be twenty percent
of their excisable value.

6. Insertion of new sections in the Betting, Lotteries and Gaming Act

Insert the following new Sections in the Act-

~ “Qection 29A of the Betting, Lotteries and Gaming Act is amended-in subsection (1) by -
_deleting the Ve_xp;e_ss_ionA‘_‘}_hiﬁrty-ﬁye’r’ and substituting therefor the expression “fifteen”.

Section 44A of the Betting, Lotteries and Gaming Act is amended in subsection (1) by
deleting the expression “thirty-five” and substituting therefor the expression “fifteen”.

“ Gection 55A of thie Betting, Lotteries and Gaming Act is amended in-subsection (1):by -~ =
deleting the expression “thirty-five” and substituting therefor the expression “fifteen”.

~ Section 59B of the Betting, Lotteries and Gaming Act is amended in subsection (1) by
deleting the expression “thirty-five” and substituting therefor the expression “fifteen”.

7. Insertion of new definitions in Section 2 of the Employment Act

Section 2 of the Act be amended by defining the following terms-

“employer contribution” means the employer’s contribution payable into the National
Housing Development Fund;

“employee contribution” means a contribution payable under this Act for his or her
benefit;

“employee earnings” means the taxable amount determined under the ITA for purposes
of levying income tax on the employee emoluments.

“National Housing Development Fund” means the Fund established under section 6 of
the Housing Act.
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8. Insertion of a new section 31A to the Employment Act

The Employment Act is amended by inserting the following new section:

31A (1) An employer shall pay to the National Housing Development Fund in respect of

each employee-

a) the employer’s contribution at one point five per centum of the employee’s
monthly basic salary; and

b) the employee’s contribution at one per centum of the monthly basic
employee’s salary: Provided that the sum of the employer and employee
contributions shall not exceed five thousand shillings monthly.

(2) the benefits to an employee shall accrue as follows-

a) for employees who qualify for affordable housing, the contributions
accrue to the employee and shall be used to finance the purchase of a
ey _house under the affordable housing scheme; or ' '

" b)_for employees who are not eligible for affordable housing, upon the expiry
of fifteen years from the date of the start of making the contributions, or
after the attainment of retirement age, whichever is sooner-

ii.

iii

iv.

the Retirement Benefits Authority;

a-transfer-of their-contributions-to-a-pension scheme registered with .

a transfer of their contributions to any person registered and
eligible for affordable housing under the National Housing
Development Fund; or

a transfer of their contributions to their spouse or dependent
children; or

to receive their contributions in cash;

Provided that contributions paid out in cash shall be subject to tax at the
prevailing rates.

(3) All contributions shall get a return based on the return on the Fund.

(4) The employer shall remit both employee and employer contributions to the National
Housing Development Fund before the ninth day of the following month.
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(5) If the contributions due under this section are not paid on or before the day on which
the payments are due, a penalty of five percent of the contributions shall be payable by
the employer for each month or part thereof during which the contributions remain
unpaid, and any such penalties shall be recoverable as a sum due and payable to the
National Housing Development Fund.

(6) This section shall become effective upon the Gazettement of Regulations prescribing
the requirements for qualification to the scheme by the Cabinet Secretary responsible for
housing in consultation with the Cabinet Secretary responsible for finance.

9. Insertion of a new section to the Miscellaneous, Fees and Levies Act

The Miscellaneous Fees and Levies Act is amended by inserting the following new
section 8A immediately after section 8-

8A(1) there shall be paid a levy to be known as the anti-adulteration levy, on all 7 f'
- illuminating kerosene imported into the country for home use.— e T

(2) the levy shall be at the rate of eighteen shillings per litre of the customs value
of the illuminating kerosene and shall be paid by the importer at the time of

entering the illuminating Kerosene into the country. - =i = =

MEMBERS’ DELIBERATIONS
1. The Secretariat was tasked to seek more information on the following:-

1. Consult the National Treasury and KRA on the additional amount that
KRA will collect from betting, gaming and lotteries if the President’s
recommendation is operationalized. It was noted that the issue of betting,
lotteries and gaming had always been rejected by the House and the
Secretariat was therefore tasked to provide information that would |

convince the House to agree to the President’s recommendation.

1. Figures on the extent of fuel adulteration in the country. |

7. Members agreed that they would make a decision on the President’s

recommendations the following day.
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MIN.NO.NA/F&NP/2018/377: ADJOURNMENT

There being no other business to deliberate on, the meeting was adjourned at 5.35 p.m. The next
meeting will be held on Wednesday, 19" September, 2018 at 10.30am.

HON. JOSEPH K. LIMO, MP

(CHAIRPERSON)

SIGNED
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